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Abstract

The United Nations Secretary General Anténio Guterres, described the state of Climate change in no uncertain terms as:
“[...] a highway to climate hell with our foot on the accelerator”. Substantial differences in national climate ambitions can
give rise to carbon leakage. Approaches to prevent carbon leakage often include free allocation of emission rights to Energy
Intensive and Trade Exposed industries, but such support schemes may do little to incentivize sectors to decarbonize. The
EU’s new Carbon Border Adjustment Mechanism (CBAM) puts a price on the carbon emitted during the production of
carbon intensive goods that are entering the EU. As such, it encourages cleaner industrial production in non-EU countries.
The CBAM covers cement, iron and steel, aluminium, fertilisers, electricity and hydrogen. After a transition period starting
in October 2023, the system will commence full operation in January 2026. The gradual introduction of the CBAM is aligned
with the phase-out of the allocation of free allowances under the EU Emissions Trading System (ETS) to support the
decarbonisation of EU industry. The lecture will give a brief overview of the CBAM and the underlying reasons why it is
introduced. It will also examine how countries are affected, how they react to it and how the CBAM affects non-EU
countries.
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egister here!
addresses the relation between Carbon Boarder Adjustment Mechanisms and developing countries. 9
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