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HOW DOES ETS WORK?
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CARBON BORDER TAX(CBT) IN EU

the European Green Deal

aim to slash the greenhouse gas emissions of countries in the (EU) by 50% over the next decade
make Europe the world’s first climate-neutral continent.

The EU could exempt certain countries that already have similar carbon-pricing schemes in
place.

From the perspective of European manufacturers, CBT could help level the
playing field.

Although it could translate into a 50% cost increase for producers of
ethylene, for example, the tax would add only about 1% to the retail price
of a soda sold in a plastic bottle.

Data: Boston Consulting Group



EXHIBIT 1 | A Carbon Border Tax Would Impact Sectors Even if They Are Not Directly Taxed

Carbon intensity*

(for example, cement, glass, and lime) Coke and refined

petroleum products
. Basic metals

Paper products Mining and quarrying

I 10,000 Nonmetallic mineral products

Directly covered
by the EU’s ETS

Chemical products

1,000

Wood products Food, beverages, and tobacco Electrical equipment

Textiles and apparel

Pharmaceutical
products

Computer, electronic,
and optical products

Furniture

o - Recqrded and other ‘
in lrecd)tl’ media manufacturing
lhmpac'fe y Fabricated Motor
the EU’s ETS metal product vehicles
Other —‘

l Rubber and
10

plastic products Machinery and equipment
Sources: Eurostat; BCG analysis.
Note: EU = European Union. ETS = Emissions Trading System. NACE is the statistical classification of economic activities in the European
Community. This assessment is based on mining, quarrying, and manufacturing categories as defined in NACE.
1Carbon intensity is defined as emissions as measured in metric tons of CO2 equivalents, divided by gross value added.
2Trade intensity is defined as the value of imports plus exports, divided by value of turnover plus imports.
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Data: Boston Consulting Group



GENERATION SOURCE (GLOBAL AVERAGE)
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CARBON EMISSION ABOUT KWH(— E &)
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HOW ABOUT TAIWAN?
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(¥ 7t) CAP AND TRADE VS. CARBON TAX

carbon tax fiscal revenues may be recycled to the economy and citizens by decreasing
other taxes, e.g. on personal and corporate income, and/or social changes.

In some cases, this use of the carbon tax revenues may result in an economic ‘double
dividend’ in terms of increased employment and economic growth, in addition to emissions
reductions. data: A future for carbon taxes Ecological Economics (2000)

Cap and Trade Carbon tax
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