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The Impacts of EU Carbon Border Tax on Taiwanese
Enterprises and Its Responses — Case Study of the
Iron and Steel Industry

Li-Fang Chou'"  Yi-Shyong Chou”  Chien-Ming Lee’  Pin-Chih Wang®

ABSTRACT

The EU proposed the "Carbon Border Adjustment Mechanism" (CBAM), which will impose a "carbon
border tax" on imported products with high carbon emissions, such as steel, cement, fertilizers, aluminum
and electricity on July 14, 2021. The CBAM is a measure to reduce the risk of carbon leakage, ensuring
that the 2030 target of a 55% reduction in net greenhouse gas emissions can be reached. Taiwan is highly
dependent on trade with the 27 EU countries. In 2020, Taiwan's total exports to the EU totaled NT$677.2
billion. According to the simulation and estimation of this study, the impact of carbon border taxes on
Taiwan's exports to the EU is about NT$24.5 billion, of which steel is the largest. In 2026, Taiwanese
steelmakers will bear the EU carbon border taxes as high as NT$9.8 billion to NT$19.4 billion. Under the
international trend of net zero emissions by 2050, Taiwan must face up to this issue. Enterprises should
take carbon verification and carbon disclosure seriously. The government should encourage enterprises to
innovate and research technologies, strengthen energy management, and use energy-saving and carbon-
reducing technologies. At the same time, Taiwan needs to establish and implement a carbon pricing
mechanism as soon as possible.

Keywords: The European Green Deal, Carbon Border Adjustment Mechanism, Carbon Leakage, Carbon
Border Tax, Carbon Pricing.
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