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Project overview

OBJECTIVE

• Intention is to respond to client government requests and to initiate dialogue
• Eschewing focus on the design of the instrument to the extent possible
• Eschewing focus and speculation on political economy and other factors that will shape both 

design and application

• Regional assessment: focus on ECA with outcomes for all ECA countries available in GTAP
• Country assessments: In Russia and Turkey (maybe others), which will allow for country-specific 

policy responses 

• To better understand the potential impact on countries in the ECA region of the EU adopting 
CBAMs in order to highlight: i) risks of continuing on an emissions-intensive path (‘transition risks’); 
and, ii) opportunities and benefits from taking policy action, including supporting new sectors and 
improvements in market share

SCOPE

KEY PRINCIPLES

OUTPUTS

APPROACH

• Assessment of overall and sectoral outcomes in terms of output, value added, trade (exports and 
imports), and employment, as well as GHG emissions 

• CGE model using ENVISAGE, based on GTAP 10 (see following slides)

TIMEFRANE • Regional assessment by March 2021; Country assessments by June 2021



ENVISAGE MODEL

MODEL
• Global recursive dynamic computable general equilibrium model 
• Interaction between economies, energy and global environment

DATA

TRADE

EMISSIONS

• Two level Armington: domestic/import sourcing & across trade partners 

• CO2 and emissions covered under EU ETS  
• consumption of commodities (such as fuels), 
• factor use (herds in livestock production), 
• process based emissions such as methane from landfill 

BASELINE

• GTAP 10 Power database
• Focus on ECA countries with major economies (China, USA, India etc…) as single 

country; 
• sectors with high emission intensity and trade exposure 

• GTAP 10 Power database



CBAM design

APPROACH
• Do not discuss how a CBAM would be implemented

• Assume that it is implemented effectively so that:

o Each covered sector pays for each tonne of GHG it emits 

o Include both scope 1 and scope 2

o It pays the forecast EU ETS price



CBAM sectoral coverage

APPROACH
• Identify sectors most at risk of carbon leakage using the EU ETS Phase 4 

Preliminary List

• Overlay what we hear about the politics of including sectors and major 
imports to the EU

• For country deep dives, include important but relevant sectors

• Map these industries to GTAP sectors

• Ensure related sectors are included in the model to capture flow-on effects

• Introduce covered sectors in 2 phases





NACE Sector
(1) Trade 
intensity

(2a) Direct emission 
intensity [kg CO2 / 

EUR]

(2b) Indirect 
emission intensity 

[kg CO2 / EUR]

(2) Emission 
intensity 

[kg CO2 / EUR] 
(2a+2b)

(3) Carbon 
Leakage

Indicator (1*2)

19.1 Manufacture of coke oven products 108,9% 18,397 -0,113 18,284 20,119

8.99 Other mining and quarrying n.e.c. (Asphalt, Bitumen) 173.3% 1,948 0,253 2,200 3,815

19.2 Manufacture of refined petroleum products 25,8% 11,440 1,031 12,471 3,222

7.1 Mining of iron ores 86.4% 2,734 0,490 2,897 2,536

23.51 Manufacture of cement* 10,1% 22,891 1,330 24,221 2,455

20.15 Manufacture of fertilisers and nitrogen compounds* 31,8% 7,084 0,553 7,636 2,418

24.10 Manufacture of basic iron and steel and of ferro-alloys* 25,7% 6,859 1,414 8,273 2,121

20.13 Manufacture of other inorganic basic chemicals* 54,0% 1,679 1,359 3,038 1,638

24.42 Aluminium production 35,2% 1,618 3,011 4,629 1,632

23.11 Manufacture of flat glass 23,7% 5,460 0,631 6,091 1,457

14.11 Manufacture of leather clothes 83.0% 0,000 1,383 1,383 1,147

20.14 Manufacture of other organic basic chemicals 49,0% 1,763 0,390 2,153 1,049

23.31 Manufacture of ceramic tiles and flags 41,1% 2,002 0,548 2,550 1,049

24.43 Lead, zinc and tin production 30,6% 1,342 2,025 3,367 1,031

20.11 Manufacture of industrial gases 6,0% 1,728 15,091 16,819 1,021

23.52 Manufacture of lime and plaster 4,9% 20,248 0,570 20,818 1,021

Electricity*

* Those in bold are phase 1

Sectors with the carbon leakage indicator above 1.00



CBAM sectoral coverage

SECTORS Phase 1: 2023 Phase 2: 2025
Sectors GTAP match Sectors GTAP match

Steel Ferrous metals (i_s) Coking coal Petroleum, coal product (p_c)

Cement Non-metallic mineral 
products (nmm)

Asphalt bitumen Other extraction (oxt)

Electricity Electricity (ely) Petroleum products Petroleum, coal product (p_c)

Fertiliser Chemical products (chm) Iron Ores Other extraction (oxt)

Chemicals Chemical products (chm) Aluminium Metals nec (nfm)

Glass Non-metallic mineral products 
(nmm)

Non-ferrous metals 
(lead, tin, zinc)

Metals nec (NFM)



CBAM country coverage

APPROACH
• Countries/regions represented in model:

• All ECA countries/regions as depicted in GTAP
• Outside ECA: USA, China, India, MENA, Africa, Rest Of Asia, Rest of 

America, Rest of World.

• All countries/regions would have CBAM applied



Policy Scenarios – baseline and CBAM

APPROACH 1. Baseline: ‘Business-as-usual’ scenario with no CBAM and no country-level policy response 
(ie existing climate policy only).
• NDC level of ambition for all countries

2. With CBAM:

a) EU adopts CBAMs in a phased approach (Phase 1:2023; Phase 2: 2025)

b) EU and North America (Mexico, Canada, USA) adopt CBAMs. Rate in EU and Nth 
America at prevailing EU ETS price. Considering whether to include China.

c) EU adopts CBAM on all imports to EU



Policy Scenarios – policy responses

DIFFERING 
AMBITION

a) All ECA countries move to a level of action equivalent to the prevailing European ETS price (i.e. that 
negates the imposition of the CBAM) within 5 years (ie by 2028).

a) Eastern Europe moves in line with a) and Turkey, Central Asia, South Caucuses, and Russia do not 
act.

b) Turkey – Turkey moves ahead of rest of ECA (at EU ETS level). Can do different policy packages 
based on consultation with Govt.

c) Russia – Russia moves ahead of rest of ECA (at EU ETS level). Can do different policy packages 
based on consultation with Govt.

3. CBAM and policy responses from countries: Several scenarios depicting differing rates of action across the region. Action will 
be proxied by applying a carbon price. Need to consider with and without policy crediting.

REGIONAL 
DIFFERENCES

COUNTRY 
SPECIFIC 

SCENARIOS



Issues under consideration

SCOPE a) Should the project also look at the impact of the broader decarbonization transition?

b) How does the project change with the publication of EC proposals in mid-2021?

c) Need to consider impact of no policy crediting

APPROACH

OUTCOMES


