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European Parliament backs carbon border
tax
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London | The European Parliament has backed the bloc’s push for a carbon border

tax on imports from countries such as Australia, in a plenary vote on Wednesday

(Thursday AEDT) that gives Brussels the political imprimatur and momentum to
press ahead with the plan.

The European Commission is expected to present the details of the EU’s carbon
border adjustment mechanism (CBAM) in June, with a view to getting at least a

pilot scheme up and running by the start of 2023.


https://adclick.g.doubleclick.net/aclk?sa=L&ai=CKx7frnFPYLGZDoPHb7jettAIh8jC22Gw1IWhkw0UEAEgvdu5YGC7vq6D0ArIAQmpAlqpvjoZX7c-4AIAqAMByAMKqgTIAk_QTfgAAF4JF_l6zH-J5ag4aS1S1pqRMkEMgGcMTfOpqhIEZIS476Txt2Uk1JkpPWgEOYbHopIPEtwBUGHe-r-xuPKQEDL8IloSKHURVFD1OkxenB2KfrxZM5L7cK7Kxmo08DOzH83uA0w-PGuwd0VnUFOljYdNAh6hN8qzPNEzxL8upup1zG8OWd8Ci3gbZ31YoVPf8niPOr6xpAfRUF-lXg-Npxm9xCzmpZ_VIButThASPlYyma1wkW6cEcAnLdBx_c4LlrlI_YkzXC5Gj5UyuYTxEIWxA-4xgiJMXQIXbzJMihqid3qBWZrQ0xdEO5WjnXDd-0GMRa-L1_hpOXHwcqas8Pdl5aTbwYkbJ3Picq2SDaO7E1reuHHZTy_iD709oQHpmbZ5yu5B-oP6I7SAYnj1Qjj7XzwSM8hopL8gVHQoE9j96dDABMeg0r7EA-AEAaAGLoAHuZ7QFKgH1ckbqAfw2RuoB_LZG6gHjs4bqAeT2BuoB7oGqAfulrECqAemvhuoB-zVG6gH89EbqAfs1RuoB5bYG9gHANIICQiA4cBwEAEYHbEJ8u5qbG-ydAiACgOYCwHICwGADAHYEw0&ae=1&num=1&cid=CAAScORoXdFqBIAuCz5B8NOI7es6xQG0WE8cNUfRU7qYFRgfqsut1MgshxFJ0uTAhypmgKOqWaapaBfkZztF51vgg9nUhGEv0eYn-hIvjWTmOCNINt00wpQH7SA0BUgiHY1ePCAngRlG9DJDTmyHTEYun4c&sig=AOD64_2vIExIqZReaJ0Pq1ycH45VS3LL6A&client=ca-pub-8027655917349410&nb=9&adurl=https://www.amazon.co.uk/Beyond-Bad-obsolete-morals-holding/dp/1529327091/
https://adclick.g.doubleclick.net/aclk?sa=L&ai=CKx7frnFPYLGZDoPHb7jettAIh8jC22Gw1IWhkw0UEAEgvdu5YGC7vq6D0ArIAQmpAlqpvjoZX7c-4AIAqAMByAMKqgTIAk_QTfgAAF4JF_l6zH-J5ag4aS1S1pqRMkEMgGcMTfOpqhIEZIS476Txt2Uk1JkpPWgEOYbHopIPEtwBUGHe-r-xuPKQEDL8IloSKHURVFD1OkxenB2KfrxZM5L7cK7Kxmo08DOzH83uA0w-PGuwd0VnUFOljYdNAh6hN8qzPNEzxL8upup1zG8OWd8Ci3gbZ31YoVPf8niPOr6xpAfRUF-lXg-Npxm9xCzmpZ_VIButThASPlYyma1wkW6cEcAnLdBx_c4LlrlI_YkzXC5Gj5UyuYTxEIWxA-4xgiJMXQIXbzJMihqid3qBWZrQ0xdEO5WjnXDd-0GMRa-L1_hpOXHwcqas8Pdl5aTbwYkbJ3Picq2SDaO7E1reuHHZTy_iD709oQHpmbZ5yu5B-oP6I7SAYnj1Qjj7XzwSM8hopL8gVHQoE9j96dDABMeg0r7EA-AEAaAGLoAHuZ7QFKgH1ckbqAfw2RuoB_LZG6gHjs4bqAeT2BuoB7oGqAfulrECqAemvhuoB-zVG6gH89EbqAfs1RuoB5bYG9gHANIICQiA4cBwEAEYHbEJ8u5qbG-ydAiACgOYCwHICwGADAHYEw0&ae=1&num=1&cid=CAAScORoXdFqBIAuCz5B8NOI7es6xQG0WE8cNUfRU7qYFRgfqsut1MgshxFJ0uTAhypmgKOqWaapaBfkZztF51vgg9nUhGEv0eYn-hIvjWTmOCNINt00wpQH7SA0BUgiHY1ePCAngRlG9DJDTmyHTEYun4c&sig=AOD64_2vIExIqZReaJ0Pq1ycH45VS3LL6A&client=ca-pub-8027655917349410&nb=0&adurl=https://www.amazon.co.uk/Beyond-Bad-obsolete-morals-holding/dp/1529327091/
https://adclick.g.doubleclick.net/aclk?sa=L&ai=CKx7frnFPYLGZDoPHb7jettAIh8jC22Gw1IWhkw0UEAEgvdu5YGC7vq6D0ArIAQmpAlqpvjoZX7c-4AIAqAMByAMKqgTIAk_QTfgAAF4JF_l6zH-J5ag4aS1S1pqRMkEMgGcMTfOpqhIEZIS476Txt2Uk1JkpPWgEOYbHopIPEtwBUGHe-r-xuPKQEDL8IloSKHURVFD1OkxenB2KfrxZM5L7cK7Kxmo08DOzH83uA0w-PGuwd0VnUFOljYdNAh6hN8qzPNEzxL8upup1zG8OWd8Ci3gbZ31YoVPf8niPOr6xpAfRUF-lXg-Npxm9xCzmpZ_VIButThASPlYyma1wkW6cEcAnLdBx_c4LlrlI_YkzXC5Gj5UyuYTxEIWxA-4xgiJMXQIXbzJMihqid3qBWZrQ0xdEO5WjnXDd-0GMRa-L1_hpOXHwcqas8Pdl5aTbwYkbJ3Picq2SDaO7E1reuHHZTy_iD709oQHpmbZ5yu5B-oP6I7SAYnj1Qjj7XzwSM8hopL8gVHQoE9j96dDABMeg0r7EA-AEAaAGLoAHuZ7QFKgH1ckbqAfw2RuoB_LZG6gHjs4bqAeT2BuoB7oGqAfulrECqAemvhuoB-zVG6gH89EbqAfs1RuoB5bYG9gHANIICQiA4cBwEAEYHbEJ8u5qbG-ydAiACgOYCwHICwGADAHYEw0&ae=1&num=1&cid=CAAScORoXdFqBIAuCz5B8NOI7es6xQG0WE8cNUfRU7qYFRgfqsut1MgshxFJ0uTAhypmgKOqWaapaBfkZztF51vgg9nUhGEv0eYn-hIvjWTmOCNINt00wpQH7SA0BUgiHY1ePCAngRlG9DJDTmyHTEYun4c&sig=AOD64_2vIExIqZReaJ0Pq1ycH45VS3LL6A&client=ca-pub-8027655917349410&nb=7&adurl=https://www.amazon.co.uk/Beyond-Bad-obsolete-morals-holding/dp/1529327091/
https://adclick.g.doubleclick.net/aclk?sa=L&ai=CKx7frnFPYLGZDoPHb7jettAIh8jC22Gw1IWhkw0UEAEgvdu5YGC7vq6D0ArIAQmpAlqpvjoZX7c-4AIAqAMByAMKqgTIAk_QTfgAAF4JF_l6zH-J5ag4aS1S1pqRMkEMgGcMTfOpqhIEZIS476Txt2Uk1JkpPWgEOYbHopIPEtwBUGHe-r-xuPKQEDL8IloSKHURVFD1OkxenB2KfrxZM5L7cK7Kxmo08DOzH83uA0w-PGuwd0VnUFOljYdNAh6hN8qzPNEzxL8upup1zG8OWd8Ci3gbZ31YoVPf8niPOr6xpAfRUF-lXg-Npxm9xCzmpZ_VIButThASPlYyma1wkW6cEcAnLdBx_c4LlrlI_YkzXC5Gj5UyuYTxEIWxA-4xgiJMXQIXbzJMihqid3qBWZrQ0xdEO5WjnXDd-0GMRa-L1_hpOXHwcqas8Pdl5aTbwYkbJ3Picq2SDaO7E1reuHHZTy_iD709oQHpmbZ5yu5B-oP6I7SAYnj1Qjj7XzwSM8hopL8gVHQoE9j96dDABMeg0r7EA-AEAaAGLoAHuZ7QFKgH1ckbqAfw2RuoB_LZG6gHjs4bqAeT2BuoB7oGqAfulrECqAemvhuoB-zVG6gH89EbqAfs1RuoB5bYG9gHANIICQiA4cBwEAEYHbEJ8u5qbG-ydAiACgOYCwHICwGADAHYEw0&ae=1&num=1&cid=CAAScORoXdFqBIAuCz5B8NOI7es6xQG0WE8cNUfRU7qYFRgfqsut1MgshxFJ0uTAhypmgKOqWaapaBfkZztF51vgg9nUhGEv0eYn-hIvjWTmOCNINt00wpQH7SA0BUgiHY1ePCAngRlG9DJDTmyHTEYun4c&sig=AOD64_2vIExIqZReaJ0Pq1ycH45VS3LL6A&client=ca-pub-8027655917349410&nb=1&adurl=https://www.amazon.co.uk/Beyond-Bad-obsolete-morals-holding/dp/1529327091/
https://www.afr.com/policy
https://www.afr.com/policy/energy-and-climate
https://www.afr.com/topic/carbon-pricing-1mpn
https://www.afr.com/by/hans-van-leeuwen-h159q1
https://www.afr.com/link/follow-20180101-p561m3
https://www.afr.com/link/follow-20180101-p5703j

The European Union is looking for a road out of coal dependency. Bloomberg

Although several models are still under consideration, the European Parliament
urged a direct link between the CBAM and the EU’s emissions trading system

(ETS), in which producers in carbon-heavy industries buy and trade permits to
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emit greenhouse gases.

Australian companies exporting to the EU would face a tax equivalent to the ETS
carbon price paid by Europe-based competitors, unless Australia had an ETS of its
own or the exporter could demonstrate its low-carbon credentials.

The regime is seen in some European quarters as the potential centrepiece of a
“carbon club” of countries that might impose border taxes to avoid penalising their
own industries as those governments pursue aggressive emissions targets.

Advertisement

The European cheerleaders have been encouraged by US President Joe Biden’s
support for carbon pricing, British Prime Minister Boris Johnson’s climate
evangelism and China’s move to set a 2060 “net zero” target.

Mr Biden’s climate envoy, John Kerry, was visiting Europe as the parliamentary
vote took place. On Tuesday, he said Brussels and Washington would need to work
together to spearhead the global campaign to cut emissions.

“We have no better partners than our friends here in Europe, the EU. It is
important for us to align,” Mr Kerry told the press in Brussels on Tuesday. The
following day in Paris, he said his mission was “to raise the ambition of many
countries, of all countries . .. this decade is the decade of action”.
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RELATED

Australia will pay the price for not joining the climate club

The EU’s stated policy is to reduce net carbon emissions by 55 per cent from 1990
levels by 2030, reaching net zero by 2050. Large swathes of funding have been
earmarked, but the transition is still gearing up only slowly.

“The question is whether the US and the EU can co-ordinate their action. And if
they do then you move towards a CBAM-based climate club,” said Guntram Wollff,
director of Brussels-based think tank the Bruegel Institute.

The European Parliament’s MPs voted 444 in favour of the CBAM on Wednesday,
with 70 against and 181 abstentions.

Although the CBAM is expected to be politically contentious in some European
states, this indicates broad-based political support.

“Idon’t hear strong voices against the mechanism,” said Pascal Canfin, a liberal
MEP who chairs parliament’s environment committee. “It's not a project that
Germany supported at the very beginning, for example, but now Germany is on
board. We will move on this, I'm quite confident that it will happen.”

RELATED

EU's carbon clock starts ticking for Australian companies

The parliamentary motion said the CBAM should not be “misused as a tool to
enhance protectionism” — a charge levied recently by Trade Minister Dan Tehan -
and had to be compatible with World Trade Organisation rules.

MEPs said it should cover sectors including energy, cement, steel, aluminium, oil
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refining, paper, glass, chemicals and fertilisers. Some of these sectors still receive
generous allocations of free permits under the ETS.

Those details will emerge in June, which could herald the start of a political
bunfight.

“As soon as it becomes a concrete proposal on paper, and the colours are nailed to
the mast on what it means, it then gets down to the detail of negotiation and it
becomes very tricky,” said Susi Dennison, a program director at the European
Council on Foreign Relations in Brussels.

Matthew Snoding, a tax adviser at public affairs consultancy FIPRA, said the
complexity of the proposal, and the need to reduce the amount of free permits,
would make for a drawn-out process.

RELATED

Why the EU could make an Australian price on carbon redundant

“I'm not sure 2023 is a realistic timetable,” he said. “If you get a proposal in June or
July this year, you'll need a good while of discussions and negotiations after that,
and then you'll need some kind of implementation period — because EU businesses
need time to prepare as well, it will impact on them.”

Aaron Cosbey, senior associate at the European Roundtable on Climate Change

and Sustainable Transition, said he would be surprised if Brussels could match the
ambition of the Parliament’s CBAM motion.

“Te lilkalvs that thoara will ha camathinag rimmninag hv 2092 hiit T thinl- i¢11 he a cralad.
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down, pilot-level thing that includes cement and electricity,” he said. “The

probability that you'll see something for chemicals, the steel industry, aluminium,
non-ferrous metals — that’'s much more uncertain.”

Anu Bradford, a Columbia University professor and author of The Brussels Effect,

said the EU would be hoping Mr Biden was able to follow through on his own
pledges and create a multiplier for the CBAM.
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™ Run down by the green tariff train

“The EU hope would be that the US would at about the same time implement its
own measure, and we could imagine a carbon-free trade zone, a trans-Atlantic
zone within which this rule would apply,” she said.

“That would make it very difficult for anyone to resist the EU measure because you
would be shut off from both of the leading markets, so ideally this would be much
easier for the EU, to launch it jointly or in parallel with the US.”

But Mr Cosbey said Mr Biden would struggle to get a carbon-pricing system
through Congress, and might opt for an alternative approach.

“The plan looks like being that the US will spend its way to future competitiveness
as opposed to any kind of carbon price,” he said. “So there is intense political will to
work out some co-operative way forward. I just don’t know what on earth that
looks like at this point, given the realities of the different approaches.”
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London. He has worked as a reporter, editor and policy adviser in Sydney, Canberra, Hanoi and
London. Connect with Hans on Twitter. Email Hans at hans.vanleeuwen@afr.com
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