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Executive Summary  

The Carbon Border Adjustment Mechanism (CBAM) is a heavily debated legislative proposal for 

a carbon tax on EU imports from five key sectors (aluminium, cement, fertilizer, iron and steel, 

and electricity). 1,2 It has been proposed as part of the Fit for 55 package, with the purpose of 

preventing carbon leakage (the relocation of carbon-intensive production of tradable goods away 

from the EU, to avoid carbon costs).  

Currently, the risk of carbon leakage is addressed by the EU Emissions Trading System (EU ETS) 

free allocation mechanism, which gives free emissions allowances to installations at risk of 

relocation because of the carbon price in the EU. This mechanism has been proposed to be phased 

out and replaced with CBAM, thus allowing for a stronger decarbonization incentive as these 

installations would start purchasing their carbon allowances. 

Besides representing a tool for avoiding carbon leakage, the CBAM is certain to generate 

economic and climate effects:3 a small but positive impact on economic activity and employment 

in the CBAM, a reduction by 13.8% in emissions of the EU ETS covered sectors by 20304, and a 

small but positive emissions reduction outside the EU. Nonetheless, economic and emissions 

effects will vary by country and sector. In general, EU producers of refined downstream products 

that use CBAM feedstock will face carbon costs that non-EU competitors will not. This is 

particularly relevant for exports, as EU producers facing higher carbon costs are likely to suffer 

from a loss of competitiveness in foreign markets. To counter that effect, strong investments in 

clean technology, partly by using state aid, can help the CBAM sectors decarbonize and thus gain 

a sustainable competitive advantage.  

In Romania, the CBAM may have significant impacts, with around a third of imports of CBAM 

goods coming from countries not covered by the EU ETS. This could lead to an increase in input 

costs for domestic manufacturing sectors but also to a loss of competitiveness in exports. For 

certain CBAM goods (particularly iron, steel, and aluminium) exports to non-EU countries are 

significant,5 while Romania’s share of CBAM goods in total exports is the highest in the EU. 

However, the country is expected to receive significant decarbonization funding through EU 

financial mechanisms. Therefore, Romania should support the implementation of the CBAM while 

ensuring that revenues from its implementation and from the revised EU ETS are appropriately 

directed towards low-income Member States. An expansion in size and scope of the 

Modernisation Fund could be a solution for this, benefiting from an already functioning 

governance process.   

 
1 European Commission (2021) Proposal for a Regulation of the European Parliament and of the Council establishing 
a carbon border adjustment mechanism 

2 More information on the EU Green Deal and the Fit for 55 package can be found here.  

3 European Commission (2021) - Impact Assessment Report Accompanying the document Proposal for a regulation of 
the European Parliament and of the Council establishing a carbon border adjustment mechanism, SWD(2021)643 

4 Compared to a baseline with just the current ETS, which is likely to become more ambitious with the Fit 
for 55 package. Therefore, the CBAM itself may have a lower impact. 
5 Based on Eurostat trade data for exports of iron, steel and aluminum and articles thereof.  

https://ec.europa.eu/info/sites/default/files/carbon_border_adjustment_mechanism_0.pdf
https://ec.europa.eu/info/sites/default/files/carbon_border_adjustment_mechanism_0.pdf
https://ec.europa.eu/commission/presscorner/detail/en/IP_21_3541
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12228-EU-Green-Deal-carbon-border-adjustment-mechanism-_en
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12228-EU-Green-Deal-carbon-border-adjustment-mechanism-_en
https://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-645593_QID_4FECA14_UID_-3F171EB0&layout=PERIOD,L,X,0;REPORTER,L,Y,0;PARTNER,C,Z,0;PRODUCT,L,Z,1;FLOW,L,Z,2;INDICATORS,C,Z,3;&zSelection=DS-645593INDICATORS,VALUE_IN_EUROS;DS-645593PARTNER,EU27_2020_EXTRA;DS-645593PRODUCT,TOTAL;DS-645593FLOW,1;&rankName1=PARTNER_1_2_-1_2&rankName2=INDICATORS_1_2_-1_2&rankName3=FLOW_1_2_-1_2&rankName4=PRODUCT_1_2_-1_2&rankName5=PERIOD_1_0_0_0&rankName6=REPORTER_1_2_0_1&sortC=ASC_-1_FIRST&rStp=&cStp=&rDCh=&cDCh=&rDM=true&cDM=true&footnes=false&empty=true&wai=false&time_mode=NONE&time_most_recent=false&lang=EN&cfo=%23%23%23%2C%23%23%23.%23%23%23&cxt_bm=1&lang=en
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If managed correctly, the introduction of the CBAM could consolidate Romania’s profile as a cost-

competitive intra-EU investment destination, including for CBAM goods and their downstream 

sectors. For this, it is paramount to ensure that the proceeds from the elimination of free 

allocation also flow to low-income Member States, likely the most affected by the introduction of 

a CBAM.  

To enable the full positive effect of the CBAM for Romania and mitigate any negative effects in a 

timely and effective manner, we recommend the following: 

• maintaining a trial period preceding phase-in, to avoid unintended consequences;  

• using state aid to mitigate potential negative impacts particularly on exports, but in a way 

that avoids rebates;  

• funding the decarbonisation of industrial production in Central and Eastern Europe using 

revenues from the current free allocation, either as an extension of the Modernisation 

Fund or as a separate instrument;  

• avoiding singling out the cement sector, which in Romania is more trade-exposed; and  

• ensuring that the phase-in of the CBAM mirrors the phase-out of free emissions 

allowances.  
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Background 
Mentioned for over a decade in EU policy circles but proposed only in the summer of 2021 by the 

European Commission as a Regulation, the CBAM is one of the most heavily debated climate 

policies in the Fit-for-55 package. It aims to address the problem of carbon leakage – i.e., the 

relocation of the carbon-intensive production of tradable goods outside the EU to avoid higher 

carbon costs.6  

In practice, carbon leakage has not been observed to any significant extent, thanks to the free 

allocation mechanism of the EU Emissions Trading System (EU ETS). Sectors prone to carbon 

leakage because of their emissions and trade intensity7 are granted free emissions allowances 

each year, allowing them to reduce their overall carbon costs and be cost-competitive to non-EU 

producers who do not pay for their emissions. This practice has successfully prevented significant 

carbon leakage but has also weakened the incentive for decarbonization that carbon prices 

normally create. Many industrial producers have not only been able to pass-through carbon costs 

into product prices, but the emissions efficiency benchmarks for products covered by the EU ETS 

(based on past performance) have led to an overallocation of free allowances. It was estimated 

that this resulted in an additional €1.6 billion revenues for producers (mostly cement, brick, and 

lime producers) that sold their excess free allowances to power generators, in effect subsidizing 

emitters.8 

To resolve such conflicting incentives, through the revision of the EU ETS directive and the 

introduction of a CBAM Regulation (both part of the Fit-for-55 package), the European 

Commission proposed to phase out free allocations starting in 2026 and revise the EU ETS 

product benchmarks, thus requiring all installations to purchase their emissions certificates 

while simultaneously imposing a carbon price to the imports of certain goods into the EU. Instead 

of exempting at-risk installations from the cost of GHG emissions to reduce the incentive to 

relocate, the same cost is imposed to all economic actors who want to sell into the EU market, 

thus creating a “carbon level playing field.”  

From this simple idea, a complex web of design and implementation issues have emerged, with 

various stakeholders pushing for drastically different versions of the CBAM. The debates continue 

regarding the CBAM’s desirability, feasibility, timeline, coverage of sectors, types of emissions, 

verification, management, and use of proceeds. Nonetheless, while still far from adoption, the 

CBAM proposal has already started to have an impact.9 Some of the progress seen at the UNFCCC 

COP26 conference in Glasgow could be attributed to the prospect of the EU imposing the CBAM, 

 
6 Sato M. and Burke J. (2021) What is carbon leakage? Clarifying misconceptions for a better mitigation effort, London 
School of Economics.  

7 The European Commission has designated a list of sectors and sub-sectors considered at risk of carbon leakage 
according to a predefined formula (if trade intensity × emissions intensity > 0.2). The sectors at the highest risk of 
carbon leakage receive 100% of their allocation for free, while less exposed sectors receive 30% (to be phased out after 
2026 until the end of phase IV of the EU ETS). The free allocation is calculated according to a set of product benchmarks 
(currently 54), based on the average GHG emissions of the best performing 10% of installations. The total amount of 
free allocations that can be given for free are caped. If the maximum amount is exceeded, a cross-sectoral correction 
factor reduces the amount of free allowances offered for free to individual installations. 

8 See CE Delft (2021), Additional profits of sectors and firms from the EU ETS: 2008-2019.  

9 Colenbrander S (2021). Our thoughts on Glasgow COP 26, Overseas Development Institute.  

https://www.lse.ac.uk/granthaminstitute/news/what-is-carbon-leakage-clarifying-misconceptions-for-a-better-mitigation-effort/
https://carbonmarketwatch.org/wp-content/uploads/2021/06/CE_Delft_Additional_Profits_ETS.pdf
https://odi.org/en/insights/our-thoughts-on-cop26-rolling-insight/
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and discussions have emerged on “climate clubs” as a potential substitute10 or complement.11 As 

one of the priorities of the French Presidency of the Council of the European Union,12 major 

decisions on the configuration of the CBAM are expected to take shape in the first half of 2022.  

 

The European Commission’s Proposal 

Translating the idea of a CBAM into a policy capable of meeting objectives with minimal 

unintended consequences has immediately generated design complexities. The CBAM Regulation 

had to strike a balance between effectively preventing carbon leakage, creating strong 

decarbonization incentives in the EU and abroad, avoiding harm to the EU economy through 

higher costs and reduced exports, preventing damage to international trade and ensuring 

compatibility with World Trade Organization (WTO) rules, while keeping the administrative 

burden manageable. After considering various alternative solutions to this complex optimization 

problem, the Commission released its proposal for a CBAM in July 2021, as part of the Fit-for-55 

package.  

In the Commission’s proposal, CBAM would start with a trial period in 2023,13 collecting data and 

preparing the systems, without imposing any financial measures. From 2026, it would gradually 

replace free allocation to EU emitters with the CBAM, through a reduction in the number of free 

allowances by 10 percentage points each year, reaching a complete elimination of free allowances 

by 2036. Concurrently, the CBAM would be phased in, with an obligation for importers into the 

EU/EEA market to purchase CBAM certificates based on the embedded emissions of the goods 

(covering only the direct emissions resulting from the production of the good), verified and 

certified by a third party or based on average emissions benchmarks in the country of origin to 

which the European Commission can add a mark-up.14,15 As a last resort, if no data is available, 

the embedded emissions would be calculated based on the worst-performing 10% producers (in 

terms of emissions ) in the EU. The price of CBAM certificates would be determined based on the 

price of ETS certificates on the EU market and revised on a weekly basis.  

The goods covered by the CBAM are aluminium, cement, fertilizers, iron and steel products, as 

well as electricity. These are the goods with the highest emissions and trade intensities for which 

the CBAM is seen as feasible by the Commission. Other goods, such as organic chemicals, were 

considered too complex to include at this point, given the difficulty of calculating embedded 

emissions. However, the draft CBAM Regulation calls for a review after the trial period (2023-

2026) to consider the possibility of extending the scope to other goods.  

 
10 EURACTIV, 2022. Scholz walks EU tightrope in push for ‘international climate club’.  

11 Europe Jacques Delors (2022). GT8 – Domestic and International Aspects of the EU CBAM: Two sides of 
the same coin. 
12 The program of the French Presidency of the Council of the European Union 

13 Similar to how the introduction of the EU ETS also started with a trial period during Phase I (2005-2007) to allow 
producers to gain experience with emissions trading. 

14 Embedded emissions are defined as direct emissions resulting from the production of the good, verified by a certified 
third party. 

15 According to a methodology defined in an implementing act 

https://www.euractiv.com/section/energy-environment/news/scholz-walks-eu-tightrope-in-push-for-international-climate-club/
https://www.europejacquesdelors.eu/publications/domestic-and-international-aspects-of-the-eu-cbam
https://www.europejacquesdelors.eu/publications/domestic-and-international-aspects-of-the-eu-cbam
https://presidence-francaise.consilium.europa.eu/media/qh4cg0qq/en_programme-pfue-v1-2.pdf
https://presidence-francaise.consilium.europa.eu/media/qh4cg0qq/en_programme-pfue-v1-2.pdf
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For goods imported from jurisdictions that have some version of a carbon tax, an adjustment in 

the number of required CBAM certificates would be made in relation to the carbon price already 

paid. In the case of electricity, the CBAM would not apply to non-EU countries that are coupled 

with EU electricity markets and have agreements with the EU on the decarbonization of 

electricity.  

Finally, from an administrative point of view, the CBAM is proposed to be managed by an 

individual competent authority appointed in each Member State, while the coordination would 

be provided by the European Commission. The national competent authority would need to 

maintain a registry of importers, to verify the declaration of embedded emissions, propose 

alternative calculations if needed, and sell the CBAM certificates, among others.  

The proceeds from selling CBAM certificates are proposed to go directly to the EU budget as so-

called “own resources,” meant to cover the Next Generation EU program (the EU’s current funding 

scheme for post-COVID recovery).  

 

Debates in the European Parliament 

The European Parliament (EP) is currently debating the CBAM proposal,16 in preparation for 

trilogue negotiations on the draft Regulation. The Committee responsible for debating the CBAM 

proposal is ENVI, the EP committee for environment and climate change (though some areas of 

negotiations fall under the exclusive competence of INTA, the committee for international trade). 

The ITRE committee also has shared competences on carbon leakage and BUDG on the use of 

proceeds. While the EP is still far from adopting an official position, the draft report of Mohammed 

Chahim,17 the rapporteur on the file, published in December 2021, illustrates some of the main 

concerns related to CBAM and proposes a series of amendments. The ENVI committee is currently 

debating the report and is expected to vote on amendments in April or May. 

The amendments outlined in the report propose a more ambitious timeline for implementation, 

bringing forward the complete elimination of free allowances. Instead of a trial period, the phase-

out would start in 2023 and end in 2028, with a non-linear trajectory. The so-called “CBAM 

factor”18 would start at 100% on 31 December 2024 and decline to 90% in 2025, 70% in 2026, 

40% in 2027, and 0% by the end of 2028. The proposed timeline for cement is even shorter, with 

the CBAM factor reaching 0% by 2024. The supporting argument is that the cement sector has a 

lower trade intensity than the other CBAM sectors and is usually confined to more regional 

markets. However, the validity of this argument varies across the EU (see below the Impact and 

strategic choices for Romania section). 

 
16 A common position on the CBAM Regulation is also currently negotiated in the Council of the EU. However, Member 
States are still fine tuning their positions, therefore no comparable document from the Council could be consulted for 
this brief. 

17 European Parliament, Committee on the Environment, Public Health and Food Safety, 2021, Draft report on the 
proposal for a regulation of the European Parliament and of the Council establishing a carbon border adjustment 
mechanism 

18 A factor that reduces the free allocation for the production of the products covered by CBAM 

https://www.europarl.europa.eu/doceo/document/ENVI-PR-697670_EN.html
https://www.europarl.europa.eu/doceo/document/ENVI-PR-697670_EN.html
https://www.europarl.europa.eu/doceo/document/ENVI-PR-697670_EN.html
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The Chahim report also calls for a different definition of embedded emissions, proposing that they 

be expanded to include indirect (Scope 2) emissions during the production of goods and their 

upstream products, as well as direct emissions from the production of these goods. This expanded 

definition would apply from the start of CBAM, as opposed to being considered after a transitional 

period, as proposed by the Commission. Direct emissions would also include heating and cooling 

consumed during production, while indirect emissions would only include electricity.  

The report also proposes the inclusion of additional goods in the scope of the CBAM: chemicals 

(organic chemicals, hydrogen, anhydrous ammonia, and ammonia in aqueous solution) and 

polymers (plastics and articles thereof), despite the serious difficulties that they would pose in 

calculating embedded emissions and setting benchmarks. It also requests clearer wording on the 

intention to extend CBAM to other sectors, goods, and downstream products. 

On governance, the report calls for the creation of a central CBAM authority, financed through the 

sale of CBAM certificates, that would perform most of the tasks of the “competent authorities” 

outlined in the Commission’s proposal. Regarding the use of proceeds, the report proposes the 

auctioning of the allowances that would no longer be allocated for free, with half the funds flowing 

into the Innovation Fund, and the other half into the EU budget.  

Moreover, a sum equivalent to the funds obtained from the sale of CBAM certificates would need 

to be committed by the EU to tackle climate change and promote industrial decarbonization in 

developing countries, including least-developed countries, through pre-accession and 

neighbourhood, development, and international cooperation instruments. Once the EP has 

defined its position on the CBAM, the Commission, the EP and the Council of the EU will conduct 

trilogue negotiations on the proposed Regulation. The CBAM will need a qualified majority of 

Member States and approval by the EP to be adopted. A final version of the file is still months 

away. A common position from the Council is expected in the coming weeks, but with certain 

contentious issues to be left out for further deliberation. Hundreds of pages of amendments have 

been submitted by MEPs in the ENVI committee, which are now under discussion. The INTA 

committee has voted against passing its own report on the regulation.   

Some consider the CBAM more of a threat in negotiations with major emitting countries outside 

of the EU, in the hope that it will encourage them to speed up their climate efforts and contribute 

to global climate change mitigation, which the EU can only do so much for. Given the sensitivities 

in terms of trade and the potential retaliation measures from important trading partners, it could 

be that progress on implementing carbon taxes in large non-EU economies could be considered a 

better outcome of the CBAM proposal than actually implementing it.  

The French Presidency of the Council, which started in January 2022, has made the CBAM a 

priority, in a likely attempt to give this threat even more credibility and prompt large global 

emitters to make their move on carbon pricing.  
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Potential impact on emissions, trade, and the economy  

Economic and trade impacts 

The European Commission considers the economic impact of CBAM to be limited.19 Imports of 

CBAM goods are expected to decrease by almost 12% in 2030 compared to the baseline,20 while 

exports of CBAM goods would decrease by a lower margin of 6.8%. Employment is expected to 

grow slightly in CBAM sectors, but less so in the downstream sectors associated with them. For 

example, employment in vehicle manufacturing, where steel and aluminium are important inputs, 

would not see significant changes. Overall, the Commission finds a small but positive effect on 

economic activity and employment in CBAM sectors.21 A UNCTAD modelling for CBAM certificate 

prices at €38/tCO2 and €77/tCO2 also finds limited trade impact of the CBAM at a global level.22 

The costs of inputs for downstream producers can, however, be highly relevant. For EU vehicle 

producers, steel and aluminium would become more expensive, while for competitors outside the 

EU they would not. Whether this difference would be significant enough to generate a competitive 

advantage depends on the cost structure of the final product – more precisely, the share of the 

cost of inputs in total costs. For example, for a typical car, the projected cost increase, assuming 

full implementation of the CBAM in 2035 with carbon prices at €60/tCO2, would be equivalent to 

€167.23  

The Commission’s Impact Assessment finds the risk of increased input costs to be manageable in 

all relevant sectors but does not provide for country-specific impacts. However, in Member States 

where producers of refined goods use imports from non-EU countries as inputs in their 

production processes, the impact of the CBAM may be substantial.24 Bulgaria, Ireland25 and 

Greece would be most affected, as their share of CBAM imports from non-EU ETS countries is 

high, but only in Bulgaria and Lithuania are such imports more than 1% of GDP. In addition, as 

refined goods are currently not covered by CBAM (as per the Commission’s proposal), there may 

be an incentive for production using CBAM inputs to move outside the EU, with the resulting 

 
19 European Commission (2021) - Impact Assessment Report Accompanying the document Proposal for a regulation of 
the European Parliament and of the Council establishing a carbon border adjustment mechanism, SWD(2021)643 

20 “The baseline as reflected in the REF assumes the continuation of free allocation of allowances to operators of 
installations from sectors and sub-sectors at a significant risk of carbon leakage. At the same time, the baseline includes 
current climate and energy legislation that implements the ‘at least 40 % GHG emission reduction target’, notably the 
revised EU ETS Directive which regulates GHG emissions mainly from the power and industry sectors plus aviation, 
the Effort Sharing Regulation that sets national targets for emissions outside of the EU ETS and the Regulation on the 
inclusion of GHG emissions and removals from land use, land use change and forestry (‘LULUCF’). With regard energy, 
the baseline includes the Energy Efficiency Directive and the Renewable Energy Directive, as well as other key policies 
covered in the Energy Union and the ‘Clean Energy for All Europeans’ package, including the internal electricity market 
policy” (EC CBAM Impact Assessment). 

21 European Commission (2021) - Impact Assessment Report Accompanying the document Proposal for a regulation of 
the European Parliament and of the Council establishing a carbon border adjustment mechanism, SWD(2021)643 

22 UNCTAD (2021) A European Union Carbon Border Adjustment Mechanism: Implications for developing countries.  

23 Sandbag-E3G (2021) A Storm in a Teacup. Impacts and Geopolitical Risks of the European Carbon Border Adjustment 
Mechanism. 

24 Rabobank (2021) The Carbon Border Adjustment Mechanism explained. 

25 In the case of Ireland most of non-EU imports come from the UK, which will likely be one of the jurisdictions with a 
similar carbon price and will thus be exempted from the full CBAM. 

https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12228-EU-Green-Deal-carbon-border-adjustment-mechanism-_en
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12228-EU-Green-Deal-carbon-border-adjustment-mechanism-_en
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12228-EU-Green-Deal-carbon-border-adjustment-mechanism-_en
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12228-EU-Green-Deal-carbon-border-adjustment-mechanism-_en
https://unctad.org/system/files/official-document/osginf2021d2_en.pdf
https://www.e3g.org/publications/a-storm-in-a-teacup/
https://www.e3g.org/publications/a-storm-in-a-teacup/
https://economics.rabobank.com/publications/2021/july/cbam-carbon-border-adjustment-mechanism-eu-explained/
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refined products then imported to the EU, thus avoiding the CBAM altogether while affecting 

employment in some Member States. 

EU exporters of both CBAM goods and downstream goods using CBAM inputs could thus suffer 

from a loss of competitiveness on account of higher carbon costs. This can be mitigated by 

investments enabled by targeted state aid that supports decarbonization in CBAM sectors. 

 

Impact on emissions 

The Commission’s Impact Assessment report for the CBAM expects a reduction of 13.8% by 2030 

in the emissions of covered sectors in the EU relative to the baseline, and small but positive 

emissions reductions (0.3%) globally.26 The UNCTAD modelling also finds low direct impact of 

CBAM on global emissions, given the relatively low magnitude of emissions from the relevant 

sectors in the EU.27 Developed countries would be affected the least, as their economic profile is 

less emissions intensive. However, if the CBAM nudges other large emitters to impose carbon 

pricing, then the emissions impact is likely to be strong. For some countries, such as Russia and 

India, the impact may be higher, as they are important exporters of CBAM goods to the EU. Smaller 

developing economies for whom the EU is a major export destination may also be hurt by the new 

levy. For countries such as Mozambique, Cameroon or Ghana, the EU aluminium market 

represents up to 25% of their exports. Closer to the EU, Turkey, Ukraine, and Serbia would also 

be significantly affected.   

Many of the major trading partners of the EU, such as the US, the UK and China, have already 

implemented or are considering their own carbon taxes. Since imports from such countries will 

receive deductions on CBAM certificates to be purchased by importers, the impact may turn out 

to be less significant than the rhetoric would suggest, depending on the carbon prices in those 

jurisdictions. The rhetoric itself may already be working as a negotiation tool, with some of the 

progress at COP26 being attributed to the threat of imposing the CBAM. For example, the 

commitments to near-zero emissions steel of the Glasgow Breakthrough Agenda28 were agreed 

by many countries, including India and South Korea. For these countries, there is still an ongoing 

debate on whether to apply CBAM deductions exclusively based on explicit carbon prices in these 

jurisdictions, or to take their wider net-zero commitments and policies into account. Given that 

EU installations will incur explicit costs for emissions once the free allocation mechanism ends, 

and that the wider aim is to encourage industrial decarbonization at the global level, basing the 

CBAM on explicit carbon pricing efforts would send the correct signal.  

A potential pitfall of CBAM that could undermine its impact on emissions is resource shuffling – 

the incentive for non-EU producers to divert their lowest emissions products to the EU market 

and their highest emissions products to other, less climate-ambitious jurisdictions. This would 

simply mean a loss of competitiveness for EU producers with no effect on global GHG emissions. 

 
26 European Commission (2021) - Impact Assessment Report Accompanying the document Proposal for a regulation of 
the European Parliament and of the Council establishing a carbon border adjustment mechanism, SWD(2021)643 

27 UNCTAD (2021) A European Union Carbon Border Adjustment Mechanism: Implications for developing countries.  

28 COP 26 (2021) Glasgow Breakthrough Agenda  

https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12228-EU-Green-Deal-carbon-border-adjustment-mechanism-_en
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12228-EU-Green-Deal-carbon-border-adjustment-mechanism-_en
https://unctad.org/system/files/official-document/osginf2021d2_en.pdf
https://ukcop26.org/cop26-world-leaders-summit-statement-on-the-breakthrough-agenda/
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However, it has been shown that for most CBAM goods, with the notable exception of blast 

furnace steel, EU producers are among the best performing by global emissions standards, which 

would make the carbon cost advantage of "shuffled” non-EU products negligible.29 In any case, 

some resource shuffling, at least in the early stages of CBAM, is likely to occur. 

Regardless of the ability of the CBAM to reduce global emissions, its introduction could replace 

the current mechanism that does not sufficiently incentivise the industrial transition to less 

emission-intensive technologies and processes. Therefore, the greatest impact on emissions is 

expected to come from the elimination of free allowances that would be enabled by a CBAM 

mechanism. There is a risk that this will directly increase costs for EU-based producers and 

exporters (based on how much of the CO2 costs producers can pass through to consumers), 

especially as the price of allowances is expected to continue to grow.  

 

Impact and strategic choices for Romania  

The effect of phasing in the CBAM and reducing free allowances will be different across Member 

States.  As a country, Romania sees a higher contribution to GDP of its industry than the EU 

average, due to declining yet still significant cost advantages. A carbon price imposed to 

competition from less climate ambitious jurisdictions and one of the highest allocations from the 

various sources of EU funding, including for industrial decarbonization, may end up 

strengthening Romania’s domestic CBAM sectors.  

From an economic and emissions point of view, the CBAM may have significant impacts in 

Romania. Around 30% of Romania’s imports of CBAM goods comes from non-EU ETS countries – 

much lower than Bulgaria, Ireland, and Greece, but higher than Hungary, Poland, or Czechia30  – 

which could mean an increase in input costs for Romania’s manufacturing sector. Nonetheless, 

the overall GDP impact of implementing the CBAM is estimated at less than 0.5% for Romania, 

lower than Bulgaria (1.8%) and similar to Hungary and Poland.  

It is worth mentioning the case of Romania’s cement industry, where the phase-out of free 

allowances is proposed in the Chahim report to occur faster than other CBAM sectors. At a global 

level, cement is less trade-intensive than other sectors, but across short distances (within 

regional markets) it could be trade exposed. In recent years, an increasingly higher share of 

Romania’s cement clinker was imported,31 with over half coming from Turkey (146,560 tonnes 

in 2019 and 333,555 tonnes in 2020), most likely in the detriment of domestic production.32 Given 

that most of the CO2 process emissions associated with cement production come from the clinker 

production phase, the introduction of CBAM could benefit Romania’s cement production sector 

by imposing an adjustment cost on imported clinker. However, this should be synchronised with 

the elimination of free allowances. The high-capital decarbonization efforts needed for the 

 
29 Agora Energiewende (2022) Getting the Transition to CBAM Right.  

30 Based on Eurostat trade data for imports of CBAM goods (including electricity). 
31Domestic production stood at 7,200 tonnes, while imports totalled 267,000 tonnes. Source: Eurostat PRODCOM 
database. 

32World Bank, 2022. Romania Cement clinkers (whether or not coloured) imports by country  

https://www.agora-energiewende.de/en/publications/getting-the-transition-to-cbam-right/
https://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-645593_QID_4FECA14_UID_-3F171EB0&layout=PERIOD,L,X,0;REPORTER,L,Y,0;PARTNER,C,Z,0;PRODUCT,L,Z,1;FLOW,L,Z,2;INDICATORS,C,Z,3;&zSelection=DS-645593INDICATORS,VALUE_IN_EUROS;DS-645593PARTNER,EU27_2020_EXTRA;DS-645593PRODUCT,TOTAL;DS-645593FLOW,1;&rankName1=PARTNER_1_2_-1_2&rankName2=INDICATORS_1_2_-1_2&rankName3=FLOW_1_2_-1_2&rankName4=PRODUCT_1_2_-1_2&rankName5=PERIOD_1_0_0_0&rankName6=REPORTER_1_2_0_1&sortC=ASC_-1_FIRST&rStp=&cStp=&rDCh=&cDCh=&rDM=true&cDM=true&footnes=false&empty=true&wai=false&time_mode=NONE&time_most_recent=false&lang=EN&cfo=%23%23%23%2C%23%23%23.%23%23%23&cxt_bm=1&lang=en
https://wits.worldbank.org/trade/comtrade/en/country/ROM/year/2019/tradeflow/Imports/partner/ALL/product/252310
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cement sector (as for other sectors) puts it at risk of deferred investment or relocation given the 

accelerated phase-out timeline.33 

Another significant CBAM sector for Romania is electricity. The electricity sector does not receive 

free allowances under the EU ETS, and as a country with three non-EU neighbours (Moldova, 

Serbia, and Ukraine) that are not covered by the EU ETS, 34 Romania may see a greater impact 

from the application of the CBAM on electricity imports than other Member States. Romania 

currently imports coal-based electricity from Ukraine (2 TWh in 2019, with 650 GWh from the 

coal-fired Burshtyn power plant in western Ukraine, and the remainder from Ukraine’s eastern 

grid)35 and Serbia (0.5 GWh in 2019).36 Romania’s electricity imports from these countries 

resulted in an additional 1.2 Mt of CO2 emitted in 2019. In addition, the capacities of some of the 

interconnectors through which this coal-fired electricity is imported are planned to increase, 

including a 2.3 GW planned interconnector between Romania and Serbia.37  

As interconnections will continue to develop or strengthen, the CBAM is likely to impact the cross-

border electricity trade by limiting any price advantage that polluting electricity may have. This 

will enable the decarbonization of electricity generation in Romania, without having to face 

competition from imports of cheap coal-based electricity from neighbouring non-EU-ETS states 

(leading to carbon leakage), and as such the inclusion of electricity in the CBAM the right policy 

choice.  

The CBAM will also have an impact on Romania’s exports. Romania’s exports of some CBAM goods 
represent a significant share of total exports to non-EU countries: 3% for iron and steel (the 
second-highest in the EU), almost 1% for aluminium (5th in EU), and less than 0.5% for fertilizer 
and cement in 2020.38 Moreover, Romania’s share of CBAM exports in total exports to non-EU 
countries was around 6% in 2020, the highest in the EU, and nearly triple the EU average (around 
2.6%).39  

However, Romania is expected to receive significant financial support for decarbonization. 

Numerous financial mechanisms, including the Modernization and Innovation Funds, will be 

expanded and will be available to direct the funds collected from auctioning allowances into state 

aid for decarbonization. Thus, the combination of border protection for local producers of CBAM 

goods and the priority (due to its low-income status) for EU financial support may have a net 

positive impact on the Romanian economy.  

The political dynamics of Romania’s industry are also not lost on the potential effects of the CBAM. 

As significant economic and employment sectors, the steel, aluminium, cement and to a lower 

extent fertilizers are not short of operators who have opposed the country’s timid climate agenda 

 
33ERCST, 2021. Border Carbon Adjustments in the EU: Sectoral Deep Dive. 

34Ukraine is in the process of testing an internal ETS, as part of the Ukraine-EU Association Agreement. Source: 
International Carbon Action Partnership, 2021. 

35UKRENERGO, 2022. Cross-border flows 

36Sandbag, 2020. The path of least resistance: How electricity generated from coal is leaking into the EU. 

37European Commission expert group on electricity interconnection targets. Electricity interconnections with  

neighbouring countries.  

38 European Commission (2021). Proposal for a Regulation of the European Parliament and of the Council establishing 
a carbon border adjustment mechanism. 
39 Based on Eurostat trade data for exports of CBAM goods (including electricity). 

https://enpgro.sharepoint.com/sites/EPG/Shared%20Documents/ECF%20-%20Fit%20for%2055/Fiches/CBAM/20210317-CBAM-II_Report-I-Sectors.pdf%20(ercst.org)
https://icapcarbonaction.com/en/?option=com_etsmap&task=export&format=pdf&layout=list&systems%5B%5D=74
https://ua.energy/transmission-and-dispatching/dispatch-information/transborder-flows/#1538032249011-abadd3b9-db7cd48b-2cdb
https://enpgro.sharepoint.com/sites/EPG/Shared%20Documents/ECF%20-%20Fit%20for%2055/Fiches/CBAM/2020-SB-Path-of-least-resistance-1.2b_DIGI.pdf%20(ember-climate.org)
https://ec.europa.eu/energy/sites/ener/files/documents/2nd_report_ic_with_neighbouring_countries_b5.pdf
https://ec.europa.eu/energy/sites/ener/files/documents/2nd_report_ic_with_neighbouring_countries_b5.pdf
https://ec.europa.eu/info/sites/default/files/carbon_border_adjustment_mechanism_0.pdf
https://ec.europa.eu/info/sites/default/files/carbon_border_adjustment_mechanism_0.pdf
https://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-645593_QID_4FECA14_UID_-3F171EB0&layout=PERIOD,L,X,0;REPORTER,L,Y,0;PARTNER,C,Z,0;PRODUCT,L,Z,1;FLOW,L,Z,2;INDICATORS,C,Z,3;&zSelection=DS-645593INDICATORS,VALUE_IN_EUROS;DS-645593PARTNER,EU27_2020_EXTRA;DS-645593PRODUCT,TOTAL;DS-645593FLOW,1;&rankName1=PARTNER_1_2_-1_2&rankName2=INDICATORS_1_2_-1_2&rankName3=FLOW_1_2_-1_2&rankName4=PRODUCT_1_2_-1_2&rankName5=PERIOD_1_0_0_0&rankName6=REPORTER_1_2_0_1&sortC=ASC_-1_FIRST&rStp=&cStp=&rDCh=&cDCh=&rDM=true&cDM=true&footnes=false&empty=true&wai=false&time_mode=NONE&time_most_recent=false&lang=EN&cfo=%23%23%23%2C%23%23%23.%23%23%23&cxt_bm=1&lang=en
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and frequently threatened to outsource production because of higher energy and emissions costs 

which led to a loss of competitiveness compared to other non-EU producers. These operators 

even managed to obtain a state aid scheme exempting them from the purchase of green 

certificates (issued in Romania as support for renewable energy capacity investments). With 

CBAM, this threat would no longer be credible and could protect these operators from uneven 

competition while accelerating the climate agenda in Romania.  

 

Main policy options, implications, and recommendations 

Timeline 

The fact that free allocations are proposed to continue unchanged until 2026 (as per the 

Commission’s proposal), before gradually phasing out, means that the CBAM may not deliver the 

expected emissions reductions in industry fast enough, compared to the buildings and transport 

sectors, which are proposed to be included in the scope of the revised ETS. Several environmental 

groups have called for a faster phase-out of free allocations,40 and the amendments proposed in 

the Chahim report address this issue by scrapping the trial period and accelerating the phase-out 

for free allocation.  

On the other hand, concerned industries argue that the CBAM is an entirely new system which 

may have implications that are hard to predict. They consider the “dry run” period until 2026 as 

adequate to calibrate the system and minimize disruption. The novelty of the policy and the 

complex potential knock-on effects are convincing arguments for a gradual approach, one that 

starts with a trial period.  Nonetheless, the elimination of free allowances should be synchronized 

as closely as possible with the introduction of CBAM.  

 

Effects on EU economy and exports 

For the EU installations it covers, the CBAM will eventually have a direct and simple effect: they 

will be required to purchase ETS emissions allowances, whose prices have been growing and are 

expected to continue to grow. This will directly increase their costs and their product prices – and 

while the CBAM would level the competitive playing field with producers in less climate-

ambitious jurisdictions, EU consumers will be directly exposed to higher prices (depending on 

the potential for cost pass-through to the final consumer in each sector). Moreover, the scope of 

the CBAM, limited to primary goods, may create a competitive incentive to process those goods 

outside the EU and import them as close substitutes or even finished, more complex products.  

Exporters of CBAM goods or of products in which CBAM goods are significant inputs have voiced 

concerns that ending free allowances would severely damage their competitiveness. In other 

words, EU producers will have an extra cost in the form of ETS allowances, which will make their 

products less competitive in non-EU markets where producers do not have such costs. However, 

the solution of instituting export rebates (proposed by some companies and business 

 
40 Sandbag E3G (2021) EU's Carbon Border Adjustment Mechanism — Joint NGO statement - E3G 

https://www.e3g.org/news/eu-carbon-border-adjustment-mechanism-cbam-joint-ngo-statement/
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associations) would make the CBAM system vulnerable to WTO challenges or retaliation from 

trading partners via countervailing measures and tariffs.  

Therefore, a solution needs to be identified before the implementation of CBAM, since the 

potential negative effect on exports would hurt the EU economy and employment, while also 

contributing to another form of leakage: high-emissions goods produced outside the EU would 

displace lower-emissions EU goods. One option to tackle this would be the use of state aid to help 

the decarbonization of EU industrial installations as soon as possible and thus create a carbon 

competitive advantage, or at least to alleviate the disadvantage. The extent to which this is 

possible within the tight timeframe of CBAM is difficult to estimate, but other policy options such 

as continuing free allocations only for the exports portion, ignoring the threat of trade retaliation 

or offering rebates seem less effective in the long run.   

Industrial groups are lobbying in Brussels for maintaining free allocation even in the event of 

introducing the CBAM. While this proposal has gained traction among certain political groups, it 

goes against the very idea of the CBAM and the ETS and is potentially in violation of the EU’s WTO 

membership (see International trade implications and WTO compliance below). Ultimately, the 

only long-term solution to minimize price increases caused by carbon costs and passed to 

the final consumers is to incentivise EU industrial producers to switch to zero- or low-

emission technologies and processes.  

While not part of the CBAM Regulation, an important role in this regard will be played by 

instruments such as the Innovation Fund and frameworks for carbon contracts for differences 

(CCfDs), which are being discussed in the context of revising the ETS directive. The revision of the 

state aid guidelines for the energy and environment sectors already expands the possibilities for 

Member States to assist industrial producers in this process.41 Part of the revenues from the 

auctioning of allowances could be earmarked (by individual Member States or in directly in the 

ETS directive) for financing the industrial transition.  

 

Choice of sectors  

The inclusion of some sectors and not others has also been criticized by some environmental 

groups as a vulnerability of the CBAM. On one hand, the focus on simple goods may allow 

importers to find various loopholes, declaring close substitutes of the goods covered by the CBAM, 

to avoid purchasing certificates, or processing their goods outside the EU then exporting more 

complex products. The Commission’s proposal aims to address this issue by monitoring trade 

patterns and reacting in case such circumvention practices become visible. If a significant 

increase in the trade of close substitutes is observed, these products could be added to the list of 

CBAM goods by delegated act. However, the limited scope of the CBAM continues to be seen as a 

major vulnerability. A stringent sanctioning mechanism would be needed for penalizing 

importers that seek to circumvent the CBAM mechanism. 

 
41 European Commission (2021), Guidelines on certain State aid measures in the context of the system for greenhouse 
gas emissions allowance trading period post-2021. 

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52020XC0925%2801%29&qid=1604303944057
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A52020XC0925%2801%29&qid=1604303944057
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On the other hand, other emissions intensive sectors, such as plastics, are not included by the 

Commission’s proposal, at least for the start of CBAM in 2026. Some argue that the difficulty of 

setting benchmarks can be overcome, while the European Commission deems it too high to 

manage, at least in the beginning. Given the complexity of the CBAM, starting with a lower number 

of goods would be more effective in preventing unintended consequences.  

A sector that has been singled out in the Chahim report is cement, for which the proposed 

amendments would have its free allocations removed faster than all others. The argument is that 

the trade intensity of cement is much lower, which decreases the risk of carbon leakage. While 

this is true on an EU average basis, Member States on the Eastern border, including Romania, 

have significant trading activity with non-EU neighbours, and are therefore more exposed to 

regional carbon leaked to countries in the immediate vicinity, such as Turkey or Ukraine. For this 

reason, creating a separate timeline for cement does not seem justified.   

 

Definition of emissions 

The scope of emissions defined as “embedded” under the CBAM is certain to have consequences 

on the Regulation’s impact and complexity. The Commission’s proposal only includes Scope 1 

emissions – those resulting directly from the production process – and recommends a review 

after the trial period, based on which a decision is to be made on whether to extend the CBAM to 

Scope 2 emissions (indirect emissions through electricity use).  

Currently, an expansion to Scope 2 emissions would most significantly influence the production 

of aluminium, a highly electricity intensive sector. However, in the future, when other electricity-

based technologies will start to be commercially feasible in the production of current or future 

CBAM goods, it will become relevant to consider the emissions intensity of the electricity mix.42 

Otherwise, producers that use cheaper, higher emissions electricity will have an unfair advantage 

over EU producers. Moreover, as the EU electricity grid is set to decarbonize at a faster pace than 

those of most trading partners over the next decade, the inclusion of Scope 2 emissions in the 

CBAM may prove to be justified from both a climate and an economic perspective.   

 

Administrative burden  

The administrative burden created by the CBAM system for importers has also been criticized. 

The registration, declaration and especially the calculation of embedded emissions, verified by a 

third party, will add to already high transaction costs of importing into the EU, especially for 

importers based in low- and middle-income countries. The draft CBAM regulation mentions the 

commitment of the EU in offering technical assistance for low- and middle-income countries to 

reduce their compliance costs, but overall the administration of CBAM is likely to come at 

significant costs both inside and outside the EU. This should not represent a deterrent from the 

implementation of CBAM, but rather serve to anticipate the administrative challenges ahead. 

 
42Agora Energiewende (2022) Getting the Transition to CBAM Right. 

https://www.agora-energiewende.de/en/publications/getting-the-transition-to-cbam-right/
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The decision on the governance of the CBAM system will be consequential. The Commission’s 

proposal defines a competent authority appointed by each Member State, while the Chahim 

report recommends the creation of a central authority financed from the CBAM proceeds, under 

the supervision of Commission. Given the complexity of the system, a self-financed central CBAM 

authority would be the right choice, as it would allow for specialization and cooperation with 

experienced structures from the Commission. For Member States with lower administrative 

capacity, coordination through a central CBAM authority would ensure a smoother 

implementation process.  

 

Use of proceeds 

The destination of the funds collected by auctioning the allowances no longer allocated for free 

(around €7bn per year by 2030)43 and those obtained from selling CBAM certificates (around 

€2.1 bn per year by 2030) has also been a matter of debate. On one hand, given the magnitude of 

the Next Generation EU program, all extra revenue streams are seen as ways to balance the 

overstretched EU budget.  

At the same time, with the CBAM affecting exporters in low-income and climate-vulnerable 

countries for whom the EU represents a high share of exports (albeit low in absolute amounts), it 

is argued that revenue from the mechanism should add to the climate finance instruments 

allocated to these countries from the EU. As developed countries have yet to live up to their Paris 

Agreement44 commitment to offer $100 bn per year to developing countries for climate mitigation 

and adaptation efforts, using the proceeds from CBAM to that end could be a move in the right 

direction.  

Proceeds from formerly free allowances, which would be auctioned as they are phased out are 

proposed to contribute to the Innovation Fund45 . This benefits more developed Member States, 

where innovation activity is more likely to be abundant, whereas the impact of ending free 

allocations may be highest in poorer Member States. Given the complexity of financial 

instruments derived from the Fit for 55 package (including the CBAM), the Next Generation EU 

fund and the regular Multiannual Financial Framework (MFF) process, it would be difficult to 

isolate their individual importance before the final configuration of these instruments is decided. 

Some key considerations on the use of proceeds need to be made. Firstly, recycling proceeds 

through the MFF could be problematic. According to Article 312 of the Treaty on the Functioning 

of the European Union (TFEU), the MFF is adopted in the form of a regulation through a special 

legislative procedure, with the Council of the EU acting unanimously after receiving the EP's 

consent, as expressed by absolute majority. Therefore, the earmarking of proceeds through the 

MFF requires wide-ranging political consent and is therefore extremely challenging. 

 
43European Commission (2021) - Impact Assessment Report Accompanying the document Proposal for a regulation of 
the European Parliament and of the Council establishing a carbon border adjustment mechanism, SWD(2021)643 

44UNFCCC (2015) Climate Finance in the negotiations | UNFCCC 

45 The proposal for revision of the ETS stipulates that all these allowances should feed into the Innovation 
Fund while the Chahim report calls for 50%. 

https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12228-EU-Green-Deal-carbon-border-adjustment-mechanism-_en
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12228-EU-Green-Deal-carbon-border-adjustment-mechanism-_en
https://unfccc.int/topics/climate-finance/the-big-picture/climate-finance-in-the-negotiations
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Secondly, the revenues from the allowances that could be auctioned after the elimination of free 

allocation and those from the proceeds from CBAM certificates should be treated separately. This 

is partly because they will make the object of distinct legislative files (the revised EU ETS Directive 

and the CBAM Regulation, respectively). When it comes to allowance revenues, increasing the size 

of the Innovation Fund could be one option for enabling additional EU producers to invest in 

cleaner and innovative technologies.  

However, the results of the first Innovation Fund allocation round resulted in very few projects 

awarded to Central and Eastern European (CEE) countries.  To ensure equity between Member 

States, the selection criteria could be revised to reward projects located in lower-income 

countries, through instruments such as – or similar to – the Modernization Fund (available to 

countries with a GDP of 60% or less of the EU average). This would mean, however, that 

investment decisions are made at EU-level. To allow more member state ownership of the 

investment decisions, an alternative suitable for Central and Eastern Europe would be to expand 

the size and scope of the Modernisation Fund with certificates displaced from the elimination of 

free allocation that could be earmarked for industrial decarbonisation in the sector. Obligations 

for co-financing of projects could also increase member state ownership. 

Creating a separate fund or earmarking provision could also work, but the Modernisation Fund 

already has a robust governance process in place that has been tested since the start of Phase IV 

of the ETS. Ultimately, what matters most is to ensure that the elimination of free allocation 

motivates investments in deep decarbonisation solutions for industry, rather than simply passing 

through the carbon price to consumer with limited impact on emissions reductions.  

Meanwhile, the proceeds from CBAM certificates should mostly be used for climate-related 

investments, also outside the EU. The proceeds could also be used for addressing the bureaucratic 

and implementation costs imposed by CBAM to both the EU and importers, with additional 

assistance provided to lower-income countries. Such an approach would solidify the climate 

motivation of the mechanism and could dilute trade concerns and accusations of protectionism. 

On the other hand, revenues from the EU ETS should be leveraged to incentivize the uptake in 

zero or low-emissions technologies in importing countries.  

 

International trade implications and WTO compliance 

Exporters to the EU with weaker climate agendas, such as Russia and India, but also the US and 

China, have criticized the CBAM, calling it a form of masked protectionism.46 India and Russia 

have argued that CBAM violates the WTO rules that prevent discrimination or higher than agreed 

tariffs on products made in other WTO member countries. The EU argues that the CBAM will 

simply prevent uneven competition from producers that do not internalize the costs they impose 

to society when they emit greenhouse gases (GHG). 

The WTO does have provisions in place for possible exceptions to free trade, including tariffs or 

trade barriers applied to ‘protect human, animal, or plant life or health’ and for the ‘conservation 

 
46 Reuters (2021) Analysis: Europe faces sceptical globe with carbon border levy | Reuters 

https://www.reuters.com/business/sustainable-business/europe-faces-sceptical-globe-with-carbon-border-levy-2021-07-05/
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of exhaustible natural resources.’, outlined in article XX of the General Agreement on Tariffs and 

Trade (GATT). As such, the protection that the CBAM offers to domestic producers must have an 

overtly environmental raison d'être to be WTO-compatible – i.e., it is first and foremost a carbon 

leakage measure, rather than a protectionist measure, and any portrayal of it as motivated by 

non-environmental reasons conflicts with the EU's WTO membership. For the same reason, the 

continuation of free allocation of emissions allowances at the same time as the CBAM is 

introduced is not possible, as it would effectively constitute a double subsidy to the EU industry. 

The recycling of CBAM revenues into EU export rebates would similarly constitute a protectionist 

measure and should be avoided. Other support measures, such as state aid, are more suitable to 

alleviate the negative impact of the CBAM on EU exporters. 

 

  


