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As part of the European Green Deal, implementation of a border carbon adjustment (BCA) is
once again being considered as a measure to address competitiveness concerns within the
EU. According to the roadmap for the European Green Deal, a proposal for a BCA for “selected
sectors” will be released in 2021. So far, we can only speculate what such a BCA might look
like, as few policy details have been released. Given the resurgence of discussions about BCAs
on the EU political agenda, it is an opportune time to have a closer look at the various
available policy design elements and options, along with the associated environmental,
economic, political and legal implications, in order to better understand what form of BCA
might work for the EU.

This is the first stakeholder meeting for the ERCST workstream on ‘Border Carbon
Adjustments in the EU’. In this workstream, ERCST will carefully analyse the options to
consider when designing a BCA, with the objective of creating 2-3 BCA proposals. The
intention of this meeting is to facilitate discussion among a variety of stakeholders on the
objectives, concerns, and options that should be considered when designing a BCA in the EU
context.

The meeting has been structured into four sessions. During the first session, ERCST will
deliver a presentation on the concept of the upcoming report ‘Border Carbon Adjustments
in the EU - Issues and Options,” followed by some initial reactions to the concept before
opening up the discussion to all participants. The three sessions that follow ERCST’s
presentation will cover six questions relevant to the design and rollout of a BCA. A member
of the ERCST research team will discuss each topic followed by roundtable discussions
where all participants are free to contribute.

ERCST will consider the ideas and conclusions raised during the topic sessions when writing
the draft of the report.

ERCST would like to thank Eurofer, Enel, FuelsEurope, the French government, the German
government, HeidelbergCement, MetInvest, and Solvay for their support on this project.

9:45 - 10:00 Registration and coffee
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10:00 - 11:40 Presentation of ERCST report concept on ‘Border Carbon
Adjustments in the EU - Issues and Options’
e A.Marcu, ERCST

e M. Mehling, ERCST
e A.Cosbey, ERCST

This session is an opportunity for the ERCST to explain the concept behind the upcoming
“Border Carbon Adjustments in the EU - Issues and Options” report.

Immediately after the ERCST presentation, a panel will provide initial reactions before opening
the discussion up to the rest of the meeting participants.

Reactions:
e A.HoeLim, WTO

e P.Leturcq, Jacques Delors Institute
e G.Zachmann, Bruegel

e ]. Cooper, FuelsEurope

e F. Branger, France

Q&A with all participants to the workshop

11:40 - 13:00 Elements of BCA design: mechanism and scope
e M. Mehling, ERCST

Topic 1: Type of Mechanism: How should the ‘carbon border adjustment mechanism’ be
implemented? Through a tax or tariff, an extension of the EU ETS, or an alternative mechanism
(e.g. performance standards)? Should it only apply to imports, only to exports, or to both?

Topic 2: Geographic, Sectoral and Emissions Scope: Who and what should be covered by the
mechanism? All countries, or only countries that fail to meet certain criteria (e.g. development
level, minimum carbon price, participation in international climate efforts)? Basic commodities
only, or also more complex manufactured goods (and in both cases, which)? Direct (Scope 1)
emissions only, or also indirect (Scope 2 and 3) emissions?

For each topic, the speaker will discuss the topics for 10 minutes, followed by a 30-minute
roundtable discussion (total 40 minutes per topic).

13:00 - 14:00 Lunch

14:00 - 14:20 Design and implications of the BCAM
e V.Hurtado Roa, DG TAXUD
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14:20 - 16:20 Elements of BCA design: embedded carbon, methodology, and
revenue
o A.Cosbey, ERCST

Topic 3: Determination of Embedded Carbon: How should the carbon intensity of products
be determined? Based on sectoral/product benchmarks or averages, or based on actual
(reported and verified) emissions? If averages/benchmarks are wused, which? If
averages/benchmarks are used, should foreign producers be allowed to demonstrate actual
emissions individually through verified emissions reports?

Topic 4: Adjustment Methodology: Should the EU make adjustments to full charges for embedded
carbon, to account for climate policies in the exporting jurisdiction? If so, how should that be done?
Should it use the difference in explicit carbon price levels between the EU ETS and the foreign
jurisdiction? Or the difference in effective carbon rates, taking into account non-price climate
mitigation policies? Or should it function like a VAT, which makes no adjustments for taxes paid in
the country of export?

Topic 5: Use of Revenue: What should revenue be used for? Should revenue collected with the
‘carbon border adjustment mechanism’ be earmarked for investments in the EU, for instance in
clean innovation and infrastructure, or transition assistance to vulnerable sectors? Or is it
allocated to international climate finance, or otherwise sent outside the EU, for instance through
an innovation fund, or in the form of transfers to the affected exporting countries?

For each topic, the speaker will discuss the topics for 10 minutes, followed by a 30-minute
roundtable discussion (total 40 minutes per topic).

16:20 - 17:00 Elements of BCA design: scenario focus
e A.Marcu, ERCST

Topic 6: Scenario Focus: What should the scenarios ERCST explores in the report focus on?

For each topic, the speaker will discuss the topic for 10 minutes, followed by a 30-minute roundtable
discussion (total 40 minutes).

17:00 Concluding remarks on next steps and end of the meeting
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