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About RFF
Resources for the Future (RFF) is an independent, nonprofit research institution in 
Washington, DC. Its mission is to improve environmental, energy, and natural resource 
decisions through impartial economic research and policy engagement. RFF is 
committed to being the most widely trusted source of research insights and policy 
solutions leading to a healthy environment and a thriving economy. 

The views expressed here are those of the individual authors and may di�er from those 
of other RFF experts, its o�icers, or its directors.

About the Project
This report is an update to the first version, originally published in March 2018 and 
revised October 2018.

Sharing Our Work
Our work is available for sharing and adaptation under an Attribution-
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several points with respect to treatment of cross-cutting issues, including electricity, 
recycling, combined heat and power, and transport. Section 5 provides an updated 
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1. Introduction
Discussions regarding policies to limit greenhouse gas (GHG) emissions have been 
ongoing for decades, and GHG policies of various types have been implemented for 
years in many countries. In practice, countries that adopt GHG policies typically use 
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https://www.rff.org/publications/working-papers/wto-compatible-methodologies/
https://www.rff.org/publications/working-papers/wto-compatible-methodologies/
http://www.rff.org/events/event/2015-10/addressing-competitiveness-concerns-carbon-tax-what-are-options
http://www.rff.org/events/event/2015-10/addressing-competitiveness-concerns-carbon-tax-what-are-options
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many sectors (e.g., how to treat electricity, combined heat and power, recycling, and 
transport). Section 5 illustrates how the Framework applies to EITE and some other 
sectors that produce GHG-intensive products, including some that present unique 



Resources for the Future

4

2. Scene Set
The seeds of this challenge were planted in the 1980s as nations began to consider 
how to foster international cooperation to address climate change. While developed 

https://doi.org/10.1007/s40844-016-0049-y
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the very ambitious long-term goals of the Paris Agreement, some nations increase 
ambition over time more than others, then trade tensions may escalate as e�ects for 
specific sectors and nations become clearer and more pronounced.

In the United States and most developed nations, GHG emissions occur primarily as 
carbon dioxide (CO2) from combustion of fossil fuels. In the United States, energy-
related CO2 emissions account for over 80 percent of total GHG emissions. While the 
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Organization (ISO)7 and by World Resources Institute (WRI) with the World Business 
Council for Sustainable Development (WBCSD).8 Though similar in many respects to 
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generate additional GHG emissions from extraction and processing of resources—for 

http://www.ghgprotocol.org 
https://www.cdp.net
https://www.cdp.net
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To avoid “gaming” that might occur in these cases, and in recognition of the lack 
of clear provenance in many situations, we propose that products exported by US 

http://www.ipcc-nggip.iges.or.jp/index.html
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•	 Import charges are applied without discrimination based on national origin.

•	 Rebates for covered exported products do not exceed the amount of the indirect 
domestic tax paid on like products sold domestically.

•	 Import charges on covered products do not exceed the amount of the indirect 
domestic tax paid on like domestic products.

WTO rules allow nations to provide rebates for indirect taxes on products that are 
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Rebates for Exported Products

The methodologies described above (Section 3.1), provide objective approaches based 
on international standards to determine GHG emissions from facilities and operations 
in EITE industries. In the United States, such methodologies have been available for 
many years. They are the foundation for required reporting of GHG emissions by 
facilities and provide a basis to levy the upstream GHG tax.

To determine rebates for products we must extend the methods by allocating 
cumulative GHG emissions from all inputs and operations of specific facilities to the 
products they create. In situations where a plant produces an entire slate of products 
(such as a steel mill or petroleum refinery), it is often appropriate to allocate emissions 
based on the tonnage of products produced, or on their carbon content in the case 
of processed fossil fuels. The Compendium discusses more complex circumstances 
that occur in sectors where facilities produce multiple products using a variety of 
technologies and processes that may require separate approaches.

In any case, existing methods can be extended to determine how taxed facility-wide 
emissions and cumulative GHG emissions from products of EITE suppliers (based on 
their GGI) would be apportioned across the portfolio of goods produced by the facility. 
This almost certainly will require e�ort by firms, trade associations, other stakeholders, 
and regulators to develop appropriate, agreed-upon information and procedures in 
EITE sectors2 (sions fr)13 (oml
puld b)-2 low.
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methodologies to determine GHG emissions that do not discriminate against any 
nation, nor favor domestic over foreign producers.

The border charge would impose the US GHG tax rate on products imported from 
other nations based on cumulative GHG emissions (i.e., the GGI) required to produce 
them, and, in the case of fuels, to combust them. To avoid issues associated with 
determining (or shifting) the provenance of produced goods, emissions would be 

https://scholarship.law.upenn.edu/jil/vol41/iss1/2/
https://scholarship.law.upenn.edu/jil/vol41/iss1/2/


https://docs.wto.org/dol2fe/Pages/FE_Search/FE_S_S009-DP.aspx?language=E&CatalogueIdList=6608&CurrentCatalogueIdIndex=0&FullTextHash=&HasEnglishRecord=True&HasFrenchRecord=True&HasSpanishRecord=True
https://www.wto.org/english/docs_e/legal_e/24-scm.pdf
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https://www.epa.gov/sites/production/files/2016-07/documents/interagencyreport_competitiveness-emissionleakage.pdf
https://www.epa.gov/sites/production/files/2016-07/documents/interagencyreport_competitiveness-emissionleakage.pdf
https://www.epa.gov/sites/production/files/2016-07/documents/interagencyreport_competitiveness-emissionleakage.pdf
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relief. Selection criteria were based on sector-wide, domestic economic information 
that considered both: 1) a measure of energy intensity based on expenditures for 
energy as a share of the value of the sector’s overall production; and 2) a measure of 
trade-exposure using the ratio of the value of all exports and imports relative to the 
value of domestic production and imports in that sector.31 It also contained a provision 
with respect to GHG-intensity of the sector based on overall emissions times the 
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In other cases, manufacturers of commodity products such as LNG, jet fuel, cement, 

https://www.nrcan.gc.ca/energy-facts/electricity-facts/20068
https://www.nrcan.gc.ca/energy-facts/electricity-facts/20068
https://www.eia.gov/todayinenergy/detail.php?id=21992
https://www.eia.gov/todayinenergy/detail.php?id=21992
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The Framework includes the EITE sectors identified in the interagency report plus 
four additional EITE sectors that are essential to track cumulative GHG emissions (and 
taxes paid) from producers to their products across the supply chain. The additional 
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commercial information is readily available to the manufacturer. As well, firms exist that 

https://ghgdata.epa.gov/ghgp/main.do
https://www.epa.gov/energy/emissions-generation-resource-integrated-database-egrid
https://www.epa.gov/energy/emissions-generation-resource-integrated-database-egrid
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http://www.rff.org/blog/2017/calculating-various-fuel-prices-under-carbon-tax
http://www.rff.org/blog/2017/calculating-various-fuel-prices-under-carbon-tax
https://fas.org/sgp/crs/misc/R42537.pdf
https://fas.org/sgp/crs/misc/R42537.pdf
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4. Cross Cutting Issues: Electricity, 
Combined Heat and Power, Recycling 
and Transport
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for use in multiple processes throughout the facility. In many settings the residual, 
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5. Application of the Framework to 
Illustrative EITE Industries
This section discusses procedures to determine GHG taxes, export rebates, and import 
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As described in Section 3.5, the Framework also covers GHG-intensive products such as 
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