
The EU’s carbon border 





The EU intends to introduce a carbon border adjustment mechanism (CBAM) by the end of 2021. 





However, the EU discussion has so far been mostly 
inward-looking. Beyond general statements regarding 
the need to ensure the CBAM does not unduly impact 
developing countries, policy-makers and European 
politicians have given little thought to the potential 

wider consequences of an EU CBAM. In order to 



To be consistent with the EU’s WTO commitments, 
and legally defensible, the EU’s CBAM can only apply 



appeal against its decisions via an independent 
arbitration process.

There is a risk, however, that equivalence becomes 
politicised and used as leverage to serve unrelated 
EU policy objectives, rather than being a technocratic 
exercise. That has happened in the case of the 
equivalence process for �nancial services, where the 
EU has previously threatened to withdraw equivalence 
for Swiss stock exchanges in the hope it would lead 
to Swiss com BDC  0 -1.2 TD [(po2 aga2/MCID 366 >3)D 361 >3 







How to accommodate developing countries

It is in the EU’s interest to ensure that a CBAM does 
not unfairly penalise developing country exporters. 
Subjecting these exporters to a CBAM could lead to 
the EU undermining the multilateral approach to 
climate mitigation, by compromising the notion of 
di�erentiated responsibilities and respective capabilities. 
Accommodating developing countries could also ensure 
that the CBAM does not come into con�ict with the EU’s 
development objectives. 

From a legal perspective, there is a precedent for 



How to exclude LDCs from an EU CBAM 
Goods originating from the 46 LDCs should be fully 



How to exclude lower-middle-income countries from an 
EU CBAM 
Lower-middle-income countries pose a di�erent set 
of problems for the EU, as some of them are large net 
contributors to global greenhouse gas emissions, and 
host internationally competitive industries. A blanket 



from the CBAM until the average value of EU imports of 
a given product exceeds 57 per cent of the total value of 



Rules of origin 
The ability to determine where an imported product 
originates from is central to any CBAM. Without origin 
requirements, goods could be produced in a country 
without an equivalent domestic carbon price to the EU 
and then shipped to the EU via a country with such a 
carbon price, to take advantage of the CBAM exemption. 
However, this issue can be addressed using existing 
measures, as rules determining the origin of speci�c 
imported goods matter in international trade regardless 
of carbon pricing. There are two existing EU approaches 
to assessing origin – preferential rules of origin which 



not be an additional burden for developing country 
exporters. Moreover, the EU already uses non-preferential 
rules of origin to police anti-dumping measures. 

Either way, the EU will need to be able to determine 
where imported goods come from.   

Safeguards 



Conclusion

The EU has ambitious development and climate 
agendas. It is important that both are re�ected when 
designing the CBAM. Ensuring that its CBAM does not 
undermine its broader development objectives, and 
takes into account the existing international principle 
of ‘common but di�erentiated responsibility’, sw8lnd 


