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Carbon Border Tax .
The Midst of Crisis Lies
on an Energy Transition Opportunity

Many countries are targeting net
zero emissions by 2050 to tackle
exacerbation of climate change in
July 2021. European Commission
announced European Green Deal with

its ambitious targets for reducing the
CO, emissions about 55% by 2030 or
The Fit for 55 Package. In addition,
the action plan was established to

overcome global warming and climate
change. Carbon Border Adjustment
Mechanism (CBAM) is one of the
significant measures of European
Green Deal which will have impacts
on importing and exporting activities
and global supply chains. What is the
CBAM? Which will industry sectors
be impacted?




Carbon Border Adjustment Mechanism (CBAM)
of European Union (EU) has its key objective to
prevent carbon leakage problem from the imports
of products. In other words, industrial sectors with
manufacturing based in European Union (EU) will
be strictly regulated concerning greenhouse gas
emission which encourage environmentally sustainable
technologies of manufacturers, leading to an increase
in manufacture cost. As a result, companies relocate
manufacturing operations to countries outside of the
EU with less ambitious climate policies. Consumers are
likely to focus more on imported goods from countries
where prices are lower than those in the EU, which
would put European entrepreneurs complying with the
measure at a disadvantage. Therefore, European Union

launched CBAM to reduce the competitiveness and
ensure a level playing field for European companies
and non-EU companies by imposing a carbon pricing on
imported products from countries where less stringent
climate policies are in place than in the EU equivalent
like products in EU countries.

The proposed CBAM initially apply to five sectors
that are at most significant risk of carbon leakage:
cement, steel, aluminum, fertilizers, and electricity. On
22 June 2022, the European Parliament adopted the
revised proposals for the Carbon Border Adjustment
Mechanism with extension the scope of products
covered to include products from oil refining, organic
compound, hydrogen, ammonia, and polymers, which
may even greatly affect Thailand’s export sectors.
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Due to the CBAM
measure, the
environmentally friendly

production process
would be encouraged
all over the world

According to a principle of CBAM, importers (excluding
Iceland, Liechtenstein, Norway and Switzerland) that
want to import goods produced outside the EU into the
EU are going to purchase certificates corresponding to
the amount of emissions generated in the production
process of those goods. The price of the certificates
could be calculated depending on the weekly average
auction price of EU ETS allowances expressed in € /
tonne of CO, emitted. CBAM transitional period has been
announced to be effective for 2 years from on 1 January
2023 to 31 December 2025. Importers have to report
emissions embedded in their goods without paying a
financial adjustment. CBAM will be fully applied from
1 January 2026 onwards.

Due to the CBAM measure, the environmentally
friendly production process would be encouraged all
over the world. Moreover, CBAM plays a significant role
to further accelerate energy transition into alternative
energy in production processes. Many countries have
determined the policy for clean energy and reinforce
renewable energy. There are the measures which
different countries have formulated to turn crisis into
opportunity.

In Singapore, the aim of the Singapore Green Plan
2030 is to support sustainable development and green
areas development over the next 10 years. Key objectives
of the plan in line with CBAM consist of 1) phasing out
all greenhouse gas emission initially 2) strengthening
forefront role of renewable energy and low-carbon
society (Global City of Sustainability) of Singapore
3) advocating the use of clean energy and alternative
energy and reducing energy consumption by 15%.
To date, Singapore has implemented carbon tax
measures since 2019. The measures were applied
to industries that emit more than 25,000 tCO,eq of
greenhouse gas (GHG) emissions per year.

The carbon tax is set at a rate of S5 per tonne
of GHG emissions (tCO,eq) and has been gradually
increasing during the period 2019 to 2023. Revenues
from carbon tax would be utilized to improve energy
efficiency of industrial sectors



South Korea places an emphasis on the
development of the automotive industry under the

Green New Deal policy by propelling an increase in
domestic’s electric vehicles from 110,000 to 1.13
million electric vehicles and hydrogen-powered fuel-
cell electric vehicles from 8,000 to 200,000 by 2025 or
next 3 years. The South Korea government has driven
the use of hydrogen fuel under the Hydrogen Economy
Roadmap. The South Korea government, in the future,
will give a greater support for Green Hydrogen which is
one of alternative energy to achieving carbon dioxide
emissions to Net Zero. The government promotes the
use of green hydrogen account for 50% of the total
hydrogen in the country by 2030.

Japan’s Green Growth Strategy is designated
with its aim to accelerate the use of electric vehicle
by means of funding support and tax incentive.
It targets to switch fuels for sea-going vessels to
cleaner ones such as hydrogen and ammonia by 2050.
Furthermore, Japan aims to expand renewable energy as
much as possible by 2050 by 50% to 60%. In addition,
the country plan aims to reduce reliance on nuclear
power and focus on the use of wind turbines.

Sweden is one of the countries which pays great
attention to domestic environmental conservation.
The Climate Policy Council or the independent
council is established. Every four years, the government
is required to develop a climate policy action plan to
achieve net zero carbon dioxide emissions by 2050.
Sweden has implemented tax measure by levying
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nitrogen oxide (NO ) and carbon dioxide (CO,) at rate of n

129.89 USD per tonne of CO, equivalent and tax revenues
of those taxation are given to tax allowance in industrial
sectors. For an energy sector, Sweden utilizes renewable
energy account for 54% of a total energy in the country,
which are mostly generated for hydroelectric power and
nuclear energy.
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Thailand announced the ambitious purpose to
become carbon neutrality and achieve the net-zero
emission target by 2050 and 2065 respectively. According
to the declaration of Thailand in achieving the goals
at COP26, Thailand aimed to reduce greenhouse gas
emission by 30-40% projected business-as-usual level
by 2030, under its Nationally Determined Contribution
(NDC) commitment. Thailand’s Greenhouse Gas
Emissions Inventory was found that greenhouse gas
emission for Thailand in 2016, excluding land use
and forest modification sectors, was 354,357.61
GgCO,eq. Energy sector emitted the highest amount
of greenhouse gas emission approximately 253,895.61
GgCO,eq or 71.65% of a total GHG emission of the
country. As a result, Thailand inevitably underwent
energy transition. The Ministry of Energy therefore has
launched the National Energy Plan which is expected to
be implemented in 2023. There are 4 major guidelines:
1) increasing the proportion of renewable energy (RE)
electricity generation more than 50%. 2) changing
energy of transportation sector to a higher usage
of electric vehicles (EV) to enhance the efficiency of
greenhouse gas emissions reduction and to improve
the potential of energy usage in transportation sector
3) utilizing modern technology and innovation for
enhancing energy efficiency management over than
30% 4) restructuring of energy business to support

)
il
p

s,
e

energy transition in accordance with 4D1E policy of
the Ministry of Energy. For the 4D1E Policy, it includes;
1) Digitalization means the improvement of transmission
line network into smart grid by adjusting infrastructure.
The transmission line voltage will be increased its
capacity from 115 kV to 500 kV or 800 kV in order to
support electricity produced from renewable energy and
cover community areas. 2) Decarbonization is the term
used for striving the electricity production from solar,
biogas, and biomass. Besides, energy sector takes surplus
agricultural products to extend an increase price level
through the production and use of biodiesel B7,B10, and
B20. 3) Decentralization refers to promote electrical
transmission through on-grid and off-grid systems
to facilitate trade with each other and to encourage
the establishment of power plants in community.
4) De-regulation means giving a specific area used to
develop energy innovation with lenient regulations and




supporting energy produced by the public sector to be
able to enter the transmission system. 5) Electrification
is expanding electric car network and promoting electric
vehicles usage.

In terms of energy transition, Thailand’s energy
sector will be able to move towards clean energy. To
achieve such goals, various relevant agencies need to
participate in cooperation, especially financial support,
foreign technology, and personnel related energy field.
These factors play the important roles to impel “the
National Energy Plan” to reach the goals and to enhance
energy security domestically. Besides challenges
of renewable energy management, Just Transition,
addressing both the employment and the distributional
effects of a shift to net-zero emission should be seen as
an integral part of the policy. These issues span many
dimensions such as effects of decarbonization policies,
job losses, and employment transitions. Since there are
both beneficiaries and those who are disadvantaged by
energy transition, the thoughtful formulation of policy
should be arisen to assist affected people in order to
adapt in energy transition. This is one of the significant
issues to which Thailand should pay great attention.
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