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Wilson Center-KAS Roundtable:

Highlights regarding EU and US Climate Policy:
Convergences and Differences

By Keith Rockwell, June 2024

As part of a joint effort to explore greater alignment between the US and the European Union
(EV) on trade related matters, the Wahba Institute for Strategic Competition (WISC) of the Wash-
ington DC based Wilson Center and the German Konrad-Adenauer-Stiftung having analyzed each
continents differing approaches to promoting an energy transition?!, hosted a transatlantic dis-
cussion (June 12t 2024) exploring the possibilities of alignment on a Carbon Border Adjustment
Mechanism (CBAM). The event brought together congressional and parliamentary staff, govern-
ment officials, business leaders, NGOs and members of research organizations seeking to sift
through policy options and find common ground.



Differences

The politics in Washington remain sharply divided on climate change initiatives. Deep divisions remain
over the IRA, over efforts at combating climate change and over international cooperation on climate
and on trade. These differences have spilled over into the transatlantic relationship adversely impacting
efforts to find a coherent and mutually supportive policy approach.

Policy Goals

One noteworthy example of the different US perspectives is whether a carbon border tax should be
considered a trade measure or a climate measure. European officials stress that they see CBAM as a
climate measure, but many US participants see a potential CBAM program as a trade measure designed
to level the playing field for US producers.

The EUIs CBAM is designed both to encourage more climate action in other nations and to ensure its
own producers are not disadvantaged in the EU market relative to higher-carbon intensity competitors
that donit face the same carbon charges at home.

With the subsidy driven US approach reflected in the IRA, the US is motivated by a desire to maintain
the competitiveness of US companies investing in carbon reduction measures and the goal of imposing
higher costs on higher carbon intensity countries, particularly China. This was reflected in widespread
support among American participants for ensuring that investments in green production of steel, alu-
minium or other industries were not undermined by foreign producers not required to meet high envi-
ronmental standards in their domestic markets. The use of a border mechanism attracted wide ap-
proval as a means of offsetting any cost advantage that foreign producers might have in this regard.

Several participants also pointed out that the US Congress has considered a variety of border adjust-
ment measures, some similar to the EUIs CBAM but others different from Brusselsl approach in signifi-
cant ways.



set at the average level of emissions intensity of US producers in each industry. Both domestic produc-
ers and importers of foreign products would be subjected to levies when their carbon intensity exceeds
the benchmark. Certain developing country producers would be exempt provided the market share of
the specific product in the United States is not too large.

The Foreign Pollution Fee Act, sponsored in the Senate in 2023 by Senator Bill Cassidy, R-Louisiana?,
and Sen. Lindsey Graham, R-South Carolina, would similarly apply a border measure on foreign produc-
ers if the carbon intensity of their products was more than 10% greater than the US benchmark. It
would not impose a carbon tax on domestic producers whose carbon intensity was more than 10%
above the benchmark. The carbon intensity benchmark would be set on the basis of data from the US
Environmental Protection Agency.

WTO Compliance

European officials are uncomfortable with any approach in which duties would apply to foreign prod-
ucts while similar products produced domestically are exempt from these charges. Such an approach,
the Europeans are convinced would not be compliant with WTO rules which mandate that foreign pro-
ducers be accorded national treatment. There is also the suspicion in many European capitals that US
proposals which would discriminate in this way are aimed squarely at China. Again, Europeans are con-
vinced that targeting one country like this would violate the WTOIls non-discrimination article known as
the Most Favored Nation principle.

In the 27-member European Union, international cooperation is a principle which is widely embraced.
Complying with global trade rules matters to the European Union.

Today, this seems less the case in the US. Although the US was the driving force behind the creation of
the General Agreement on Tariffs and Trade and its successor the WTO, the bipartisan view of the trad-
ing system is now ambivalent at best.

While concerns about the WTO exist



determining the levels of imbedded carbon in finished products and in assessing the corresponding
duty. They recognize moreover that adjustments will have to be made as the process is implemented.

Reflecting the widespread view that more data is needed, The Providing Reliable, Objective, Verifiable
Emissions Intensity and Transparency (PROVE IT) Act, has bipartisan sponsorship, led by Sen. Chris
Coons D-Rhode Island and Sen. Kevin Cramer, R-North Dakota. The act does not include a CBAM com-
ponent but would aim to augment carbon intensity data by directing federal agencies to conduct re-
search that would quantify carbon emissions intensity.









