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Key messages

e Previous research on the European Union’s Carbon Border Adjustment Mecha-
nism (CBAM) has focused on the design and international impacts and reactions.
This study looks inward. It unpacks how the EU’s institutions organised their dip-
lomatic outreach regarding the CBAM internally.

e The political focus during the examined period was on negotiating the CBAM be-
tween the member states. Parallel diplomatic activities were secondary and coor-
dinated only to a limited extent, both among the EU institutions and between the
EU institutions and the member states. CBAM diplomacy did not fulfil the hope
for a more strategic approach to the EU’s international climate policy.

e The political leadership of the Commission and individual members of the Euro-
pean Parliament drove the negotiation process forward within the EU and held
political talks with partner countries. The Commission’s Directorate-General for
Taxation and Customs Union was in the lead internally. It and the External Action
Service endeavoured to counteract the perception of the CBAM as a trade policy
instrument and to ensure a certain degree of coherence in diplomatic outreach.

e Interms of substance, the focus of CBAM diplomacy was on explaining the tech-
nical modalities of the mechanism. Instead of approaching partner countries with
concrete concessions, these modalities were portrayed to the outside world as
unmalleable, while the details were still being negotiated internally among the
member states.

e Nonetheless, after some strong initial international reactions, excluding the polit-
ical dimension of the CBAM in talks with partner countries that has — at least so

far — proven to be effective in overcoming some of the resistance.



1. Introduction

Starting in 2026, a carbon border adjustment is due in the European Union when goods
are imported whose production in a third country is not subject to climate mitigation
measures comparable to the EU’s emissions trading system. This is intended to prevent
EU climate action from being circumvented and the European economy from suffering
undue competitive disadvantage from its decarbonisation efforts vis-a-vis less ambitious
countries. It was clear from the outset that such a comprehensive unilateral project
would not necessarily be met with approval in many third countries, given the economic,
trade, and climate policy implications (Bellora & Fontagné, 2022; Droge, 2021; Eicke et
al.,, 2021; Kolev et al., 2021; Sapir & Horn, 2020). The proposed introduction of a similar
mechanism for international air traffic in 2012 had already triggered a debate on trade
law (Meltzer, 2012). How the EU’s trading partners would perceive the new carbon bor-
der adjustment was therefore essential for its political acceptance and effective climate
cooperation going forward. Apt diplomatic action was warranted. The existing literature
focuses on the design of the mechanism (Campolmi et al., 2024; Cosbey et al., 2021;
Droge, 2021; Espa et al,, 2022; Mehling et al., 2019; Mehling & Ritz, 2023; Sator et al,,
2022). Some works also examine the diplomatic exchange with partner countries re-
quired to take the expected effects and reactions into account (Drége, 2021; Jakob,
2023; Mehling et al., 2022; Szulecki et al., 2022). The question of how these diplomatic
efforts were implemented internally, however, is understudied. How did the European
Union organise diplomacy around its Carbon Border Adjustment Mechanism? “[I]n order
to understand the EU’s external action, we must also look at its internal bureaucratic
politics” (Delreux & Earsom, 2023). This paper looks inward. In an exploratory analysis
based on expert interviews, it addresses the question of how the EU’s key institutions
understood their diplomatic role with regard to the Carbon Border Adjustment Mecha-
nism. Which EU institutions communicated with third countries? What channels did they
use? Who was taking the lead, and how did the institutions involved coordinate between

each other?



2. The Carbon Border Adjustment Mechanism

Initially proposed by the European Commission in late 2019, the EU’s Green Deal is a
strategy that aims to combine ambitious and comprehensive climate action with social
cushioning for those affected by structural change as well as climate-compatible wealth
and prosperity (European Commission, 2024; Fetting, 2020). The plan for implementing
this strategy took shape in July 2021 when the European Climate Law came into force
and the Fit-for-55 package was drafted (Europdische Union, 2021; European Parliament,
0. J.). The European Union aims to reduce its greenhouse gas emissions by 55% by 2030,
compared to 1990 levels, and achieve climate neutrality by 2050. A key component of
this is the expansion of the European Union Emissions Trading System (EU ETS) to previ-
ously excluded sectors of the economy. The free allocation of certificates for internation-
ally competing, greenhouse gas-intensive industries is to be phased out by the begin-
ning of the 2030s (Pahle et al., 2023). This extended emissions pricing, however, risks
that cheaper, more climate-damaging substitute imports from third countries — such as
cement — will negate any emission reduction effects (carbon leakage). Imports from spe-
cific groups of goods are therefore to be subject to a levy that compensates for the lack
of carbon pricing in the country of origin. A side benefit of this Carbon Border Adjust-
ment Mechanism (CBAM) is that it would mitigate competitive disadvantages for the Eu-
ropean economy vis-a-vis non-cooperative countries with unpriced carbon emissions,
cushioning the risks faced by industries in ambitious countries (level playing field). After
all, while the EU’s climate action will gain in ambition with the expiration of the free allo-
cation of emission allowances, the EU loses a key instrument for accompanying eco-
nomic policy. Furthermore, the prospect of conditional exemptions from the CBAM offers
an economic incentive for the EU’s trading partners to take more ambitious climate pro-
tection measures. This way, the CBAM can also have an impact on climate policy beyond

the borders of the EU.



2.1 History

Carbon border adjustment is generally not a new idea (Barrett & Stavins, 2003; Droge,
2011; Grubb, 2011; Ismer & Neuhoff, 2007; van Asselt & Brewer, 2010; Wooders et al,,
2009). Concrete initiatives for implementation in the European Union, however, were ini-
tially met with little approval. Two years after the EU ETS was introduced in 2005, the
Commission presented a first informal proposal for a border adjustment as part of the
reform for the third trading period (2013-2020) (Leturcq, 2022; Mehling et al., 2019). In
2009, France submitted its own informal proposal for a border adjustment. Another in-
formal proposal was submitted in 2016, again by France, for the cement sector and
taken up by the European Parliament. This proposal received a positive vote in the Envi-

ronment Committee (ENVI), but it was rejected in the plenary (ibid.).

In July 2021, the EU Commission presented a proposal for the introduction of the CBAM
as part of the Fit-for-55 package. Once again with the initiative from France as part of its
Council presidency, the Economic and Financial Affairs Council (ECOFIN) reached agree-
ment on a general approach to the CBAM regulation in March 2022. Member states’ po-
sitions at the time ranged from support for the CBAM to general acceptance to rejection
of the general approach by Poland (Council of the European Union, 2022). In September
2021, the Parliament’s Environment Committee adopted the CBAM proposal. MEP Mo-
hammed Chahim (S&D, Netherlands) was appointed CBAM rapporteur. The plenary
voted on its position on the CBAM legislative proposal in June 2022. In October, the first
meeting of the informal CBAM expert group took place, in which third countries partici-
pated as observers. This informal expert group supports the Directorate-General for Taxa-
tion and Customs Union (DG TAXUD) in finalising the methodologies for reporting, quantifi-
cation and verification of embedded emissions from products in the CBAM sectors and in

the early preparation of implementing acts (European Commission, 2022).

Negotiations between the Council and the Parliament began in July 2022 and concluded
with a provisional agreement in December 2022. Deliberations on the proposal took
place in the ad-hoc Carbon Border Adjustment Mechanism group set up by the Council
(Council of the European Union, 2022). With its adoption in the European Parliament in

April 2023 (European Parliament, 2023), the CBAM is now being implemented. In the



transitional phase, which began in October 2023 and runs until the end of 2025, import-
ers will initially only have to report on imports from selected product groups without any
actual adjustment payments due (Healy et al.,, 2023). The CBAM is scheduled to fully en-
ter into force in 2026 and will be introduced gradually, while the free allocation of emis-
sion allowances will be reduced annually and will finally expire in 2034 (Europaische Un-

ion, 2023b, 2023a).

2.2 International reactions

The EU ETS and the CBAM illustrate how the EU’s market-based climate policy can have
an impact internationally (Leonard et al., 2021; Oberthir & Dupont, 2021). While the in-
terlinkages between the policy fields of economy, trade and climate offer opportunities
for strategic cross-links (Delreux & Earsom, 2023), they also pose challenges for any ac-
companying diplomatic efforts. Third countries raised concerns about the CBAM in light
of the potential economic impact on trading partners, the legality under international
trade law and possible retaliatory measures, as well as the implications for climate pol-

icy and development that can result from its practical implementation.

Compatibility with WTO rules was a key concern from the beginning (Espa et al.,, 2022;
Porterfield, 2023). The CBAM might be perceived by trading partners as a protectionist
measure — a tariff protecting European industry (Brandi, 2021; interviews 1, 10, 13). Con-
sequently, there was a danger that countries would react strongly — especially those that
have the resources to introduce import tariffs to retaliate against trade disadvantages or
challenge the European Union before the WTO (Dokk Smith et al.,, 2023). In China and
South Korea, observers warned emphatically of an outright trade war (Glaser & Caspar,
2021; Lee, 2021; Lim et al., 2021; Ren et al.,, 2023; Zhong & Pei, 2022) “The world econ-
omy will inevitably face a vicious cycle of trade retaliation.” (Lim et al., 2021) In line with
its usual strategy in climate negotiations (Christoff, 2010; Eckersley, 2020; LMDC, 2013;
Xinhua, 2023), China insisted on the principle of Common But Differentiated Responsibil-
ities. The EU countered this by arguing that the CBAM does not differentiate between

countries, but applies at industry level (interview 10). In addition, a number of aspects of



the CBAM are designed to make the introduction as smooth as possible for trading part-
ners, such as the two-year transition phase during which no levies are due (interview 2).
The US expectedly expressed initial reservations about the CBAM (Hook, 2021; @verland
& Sabyrbekov, 2022). Later, however, coinciding with the Inflation Reduction Act, there
have been various bipartisan initiatives for possible cooperation with the EU, motivated
partly by climate and partly by trade concerns (Chahim, 2022; de Jong, 2022; Gangotra
et al.,, 2023; Siegel, 2022). With countries such as Canada, which already has a carbon

pricing system, talks were generally straightforward (interview 10).

The discussions around the economic implications of the CBAM were especially charged
when it comes to developing countries and emerging economies. Countries whose ex-
ports consist to a large extent of relevant industrial goods such as cement, aluminium,
steel, or fertiliser are particularly exposed to the trade effects of the CBAM (African Cli-
mate Foundation & Firoz Lalji Institute for Africa, 2023; Eicke et al., 2021; Heli, 2021,
Magacho et al., 2023, 2023; Sharma & Gupta, 2022). This applies to Mozambique and
Moldova, for example (Magacho et al., 2023). Exemptions are given to trading partners
with comparable carbon pricing systems. However, introducing such a system is difficult
for many developing countries in view of the political-economy implications and the re-
quired institutional capacities (Price, 2020). In addition, granting exemptions from the
CBAM comes close to a general idea of a Nordhaus-style climate club, in the sense that
cooperative countries are granted advantages if they meet certain conditions (Farrokhi
& Lashkaripour, 2022; Nordhaus, 2015; Szulecki et al,, 2022).1 It is precisely this aspect
that many countries in the Global South perceive as contradictory to the principles of
the UN Framework Convention on Climate Change and the Paris Agreement. By grant-
ing exemptions from the CBAM, the EU would effectively decide whether the climate pol-
icy of other countries is adequate (Glaser & Caspar, 2021; South African Government,
2021). Another issue that was controversial concerned the suggested use of the reve-
nues from the border adjustment. Spending it on capacity building and climate finance
in partner countries could provide further incentives to comply with the CBAM. This could

help ease pushback (Pverland & Sabyrbekov, 2022). However, conditionality is a long-

1 This assessment is not shared by the EU, as the CBAM does not differentiate by country, but by product type (interview 2).



standing issue in international climate finance, i.e. the extent to which it is morally ap-
propriate and politically prudent for industrialised countries, which have contributed sig-
nificantly to global climate change, to subject the urgently needed financial support for
climate action in developing countries to prior conditions, such as in this case the suc-

cessful implementation of a new source of revenue.

The CBAM has a comparatively confrontational character as far as mitigation instru-
ments are concerned, which increases the need for accompanying diplomatic efforts. The
decisive factor here is not only the actual material impact that the CBAM would have on
other countries. Failing to adequately address the concerns of partner countries, particu-
larly in the Global South, threatens to exacerbate the existing crisis of confidence in in-
ternational climate policy (Feist & Geden, 2023). Since its adoption in the Parliament,
the international debate on the CBAM has eased up somewhat, but has by no means
died down. India, for example, has turned to the WTO (WTO, 2023). Diplomatic exchange
has continued in various formats, for example in a new dialog format between the EU

and China (European Commission, 2023).



3. The organisation of CBAM diplomacy

“[T]he question of how can you defend CBAM and its compatibility with interna-
tional trade rules, and then a systematic focus on what this may imply for third

countries and how to sell CBAM to the rest of the world.” (interview 2)

The European Union has long seen itself as a pioneer in international climate policy,
leading by example in reducing emissions. The climate summit in Copenhagen in 2009
(COP 15) marked a turning point in that regard when a stronger focus was put on media-
tion between countries in the international negotiations (Backstrand & Elgstrom, 2013;
Fischer & Geden, 2015; Kulovesi, 2012; Schunz, 2015, 2019). Key loci of EU climate di-
plomacy are the United Nations Framework Convention on Climate Change (UNFCCC),
to which the EU is a party in addition to its individual member states, as well as plurilat-
eral platforms such as the Group of Seven (G7) or the Group of Twenty (G20); further-
more, climate diplomacy is also part of the EU’s bilateral and interregional relations
(Delreux & Earsom, 2023; Oberthiir & Dupont, 2021). Internally, the Commission, specif-
ically the Directorate-General for Climate Action (DG CLIMA), is generally responsible for
the bloc’s climate diplomacy. The Working Party on International Environment Issues —
Climate Change (WPIEI-CC), which is based at the Council and prepares the international
climate negotiations for the EU, is also important in this regard. As has been the case
with Germany (Flachsland et al., 2023; Kahlen et al., 2022), the European Union's lack of
a coherent grand strategy for international climate cooperation has been criticised

(Oberthiir & Dupont, 2021).

This study conducts a descriptive analysis to unpack the internal organisation of EU’s
CBAM diplomacy. It focuses on the relevant institutions within the EU: the Commission,
the External Action Service, the Parliament, the Council, and the member states. Organ-
ised industry interests were certainly also important in negotiating the CBAM. However,
focus not on these negotiations, but on the organisation of the EU’s diplomatic activities.
The study period begins with the Commission’s 2019 announcement of the intention to
introduce the CBAM,; it ends with the agreement on the CBAM proposal between Council

and Parliament in December 2022. The analysis is based on expert interviews. Semi-



structured interviews were conducted from February to June 2023 with a total of 18 ex-
perts. These included members of staff of the key EU institutions (Commission, External
Action Service, Parliament, Delegation to the United Nations and Permanent Mission
World Trade Organization), civil servants from selected member states (Germany and
France), as well as researchers at universities, research institutes, and think tanks. An
overview of the interviews can be found in the annex. The interview questions were devel-
oped drawing on two additional exploratory interviews conducted in October 2022. The
interviews were coded in an inductive process using the MAXQDA analysis software. They
were supplemented by document research on CBAM-related diplomatic activities by EU

institutions.

31 European Commission

“It’s not a negotiation in the end. The EU will decide on a policy, and others will
have to live with it, and then they can bring a case against us, and then we’ll see

what happens.” (interview 7)

As the focal point for both internal EU climate policy, climate diplomacy, and external
economic relations, the Commission takes a leading role in the internal organisation of
CBAM diplomacy. In fact, the Commission can be seen as a policy entrepreneur with re-
gard to the CBAM, in that it has driven the initiative forward and shaped its substance
(interviews 2, 18). At a basic level, a distinction can be made between the political leader-
ship and the work in various Directorates-General. What both levels had in common was
that their approach is described as more principled than diplomatic —in the sense that
the CBAM was communicated as a done deal and partner countries therefore had to

adapt to it regardless of their concerns and objections (interviews 7, 8, 14, 18).

At the political leadership level under Commission president Ursula von der Leyen, who
has been in office since 2019, Frans Timmermans, then Vice-President and Commis-
sioner for Climate Action, played a very prominent role (interviews 3, 8, 18). Both dis-
cussed the CBAM in bilateral talks with important partner countries (including China,

South Korea, Japan and Thailand; interviews 7, 10, 13). The Commission’s efforts also



took place during the annual UNFCCC climate summits, where the CBAM was promoted
in parallel to the major multilateral negotiation tracks (interview 18), for example at a

side event of the European Parliament in 2021 at COP 26 in Glasgow.

At the operational level, the lead responsibility for the CBAM was already defined in
2020, i.e. shortly after the Green Deal was presented. It rests with the Directorate-Gen-
eral for Taxation and Customs Union (DG TAXUD). It was there —and not in the Direc-
torate-General for Climate Action — that the CBAM was originally conceived as a carbon
border tax; the explicit reference to the EU ETS was added only later (interviews 1, 3). Ini-
tially, a team of just five people at DG TAXUD in the unit Indirect taxes other than VAT?
(TAXUD.C.2), developed the basis for the CBAM (interviews 3, 10). In terms of communi-
cating with partner countries, the focus, already in this early phase, was on conveying
technical elements at working level (interviews 10, 14). Representatives of the Direc-
torate-General took part in bilateral discussions with the relevant ministries of the trad-
ing partners, but also in institutions and forums such as the UNFCCC negotiations
(which usually fall within the remit of DG CLIMA) or the Organisation for Economic Co-
operation and Development (OECD), where the Director-General of DG TAXUD, Gerassi-
mos Thomas, answered questions from ministers and heads of government on the oper-
ating principles of the CBAM (interviews 10, 18). The aim was to counteract the percep-
tion of the CBAM as a trade policy instrument, to emphasise its climate objectives, and
to highlight opportunities for support from the EU for capacity building and the technical
implementation of CBAM compatibility (interview 17). Particular focus was put on individ-
ual key partner countries. For example, the dialogue with India on technical aspects of

the CBAM was intensified for strategic reasons (interview 10).

Although ostensibly focused on technical modalities, the DG TAXUD talks were ulti-
mately of a political nature. The introduction of the CBAM was not put up for debate but,
at least implicitly, presented as a given. The EU’s trading partners would have to accept
and come to terms with it — regardless of any objections they might have. This approach
was also influenced by the experience with public consultations on a possible carbon

border adjustment held from July to October 2020, hosted by the Commission, in which

2 Today, the unit is called CBAM, Energy and Green Taxation.
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representatives from partners countries were invited to participate. Only a few stake-
holders from abroad took part initially in this process for the further development of
emissions pricing as part of the Green Deal at the beginning of 2020, which ultimately
led to the CBAM (interview 9). In retrospect, it was seen as debatable whether it was wise
to kick off diplomatic efforts by conducting the discussions on the CBAM so openly (ibid.).
Instead of discussing the CBAM in depth, the focus was now instead supposed to be on
helping partner countries understand the design of the CBAM and make their exports to

the EU compatible (interviews 14, 18).

Within the EU, DG TAXUD also played a role in relation to the member states. During the
negotiations of the Commission’s CBAM proposal, DG TAXUD, in cooperation with the
External Action Service, circulated a non-binding handout among the member states
with answers to frequently asked questions from trading partners (interviews 1, 2, 5, 10,
15; see also section 3.2 below). The aforementioned informal expert group on the impact
of the CBAM was also created in this context, in which third countries could play an ob-

server role (European Commission, 2022).

Even though DG TAXUD was primarily responsible for the development of the CBAM, the
Directorate-General for Climate Action (DG CLIMA) also played an important role.
Alongside WPIEI-CC, it is generally responsible for the EU’s climate diplomacy. DG CLIMA,
which is in charge of the EU ETS, was involved in CBAM diplomacy as part of an inter-
service group? (interview 10), within which the Directorates-General for Trade (DG
TRADE), International Partnerships (DG INTPA) and Neighbourhood and Enlargement
Negotiations (DG NEAR) were also particularly relevant. During the development of the
Commission’s proposal, they ensured that external trade relations were duly considered,
for example with regard to the WTO compatibility of the CBAM (interview 15). The Direc-
torate-General for Trade (DG TRADE) was also responsible for leading the discussions
within the World Trade Organization (interviews 7, 10). DG TRADE worked closely with
DG TAXUD in this context. After the meetings of the interservice group had concluded

and the proposal had been negotiated between the Council and the Parliament, these

3 The interservice group consisted of 17 Directorates-General as well as the EEAS and the Legal Service and met until March 2021
(Directorates-General CLIMA, TRADE, ENER, BUDGET, NEAR, JRC, COMP, GROW, ECFIN, INTPA, MOVE, ENV, AGRI, JUST, RTD, REA,
MARE).

11



Directorates-General continued to play a role in CBAM diplomacy. DG CLIMA and DG
TRADE in particular, as well as DG TAXUD, used their own communication channels with

the member states (interview 15).

3.2 European External Action Service

“[T]he proposal is out — big splash. The whole world is interested to hear about
this. We ensure that our delegations are well-equipped to reply to questions as

much as possible.” (interview 15)

The European External Action Service (EEAS) is made up of EU staff on the one hand and
staff from the national foreign services staff seconded by the member states on the
other. Within EU climate diplomacy, the EEAS has gained in capacity since the Paris
Agreement (Earsom & Delreux, 2023). One of the EEAS’s tasks is to weigh up the exter-
nal impact of internal EU policy measures and to develop appropriate strategies for
monitoring these measures externally (interview 15). In this context, the Green Transi-
tion department (GLOBAL.GI.3), which is part of the Global Issues division
(GLOBAL.GI.DMD), has been involved in the discussions on the CBAM design from the
outset in order to keep an eye on the external effects (interview 15). In the context of
CBAM diplomacy, the EEAS provided substantive material but, unlike the Commission,
did not adopt the CBAM as its own political project (interviews 2, 3, 18). Instead, the aim
of the External Action Service's efforts was in particular to establish a certain degree of
uniformity in the arguments put forward in favour of the CBAM in the diplomacy of the

EU member states.

In this respect, the EEAS was primarily active as a coordinator at the interface between
the Commission, in particular DG TAXUD, and the EU delegations in international organ-
isations and third countries. Key positions, wordings, and technical explanations were
agreed to counter opposition from third countries and to explain the intentions and ex-
pected effects of the CBAM (interviews 2, 5, 15). Like the Commission’s Directorates-Gen-
eral, the EEAS has its own channels for passing on information to the foreign ministries

of the member states. These include, in particular, the Green Diplomacy Network, which

12



has established itself as a core element for coordinating European climate diplomacy,
and the Energy Diplomacy Group (Torney & Cross, 2018; interviews 2, 15). The EU’s bi-
lateral delegations also made it possible to collect reactions and questions from individ-
ual countries. In cooperation with DG TAXUD, the EEAD prepared answers to frequently
asked questions based on this information for the EU member states in order to facili-
tate a coherent approach in their external diplomacy. The member states received talk-
ing points containing previously agreed wordings. However, it is of course up to the
member states whether they use these wordings in their engagements with third coun-
tries (interview 2). The EEAS was generally much less visible than DG TAXUD for the
member states when communicating with the EU (interviews 1, 5). During the internal
negotiations on the CBAM draft between the Council and the Parliament, the EEAS also

had little visibility vis-a-vis these institutions (interview 18).

The EEAS was also active through the more than 140 EU delegations to international
organisations worldwide, in particular the Permanent Mission to the World Trade Organ-
ization (WTO) and the Delegation to the United Nations (interview 16). The Mission to the
WTO is formally part of the External Action Service, but in practice, many delegates hail
from DG TRADE and therefore maintain close personal links to the Commission (inter-
view 7). As part of CBAM diplomacy, the Mission actively endeavoured to put the border
adjustment mechanism on the agenda at the WTO in order to generate more attention
(interview 7). In contrast to the more technical focus of the Commission’s Directorates-
General, however, the Mission rather engaged in “blanket diplomacy”, aiming to create
general understanding instead of discussing concrete mechanisms and implementation
methods with individual partner countries (ibid.). However, the EEAS also specifically en-
gaged in talks with countries that did not accept the EU’s position and threatened to
take action under trade law (interview 2). The more specific the concerns of third coun-
tries related to technical details in this context, the easier it was for the EEAS to respond
(interview 7). Overall, the focus of diplomatic efforts following the adoption of the CBAM
is now in the implementation phase shifting towards a more targeted approach aimed

at individual partner countries (interview 15).

13



3.3 European Parliament

“Fir uns viel, viel, viel mehr problematisch als dritte Ldnder waren unsere Ldnder,
also unsere Mitgliedsstaaten. Und es war unser Ziel, dass unsere Mitgliedsstaaten

zufrieden sind, und natiirlich, dass alles legal bleibt.” (interview 11)

[Our countries, i.e. our member states, were of a much, much, much higher con-
cern for us than third countries. And it was our goal that our member states be

satisfied and, of course, that everything remain compliant.]

The European Parliament has taken on a growing role in international climate policy
over the past 15 years. Since the Treaty of Lisbon entered into force, it has had the abil-
ity veto international treaties negotiated by the Commission (Biedenkopf, 2015). In addi-
tion, individual members of parliament take part in UN climate negotiations or hold bi-
lateral informal talks (Delreux & Burns, 2019). As the MEPs come from different coun-
tries, arriving at a common position even within one parliamentary group can be time-
consuming (interview 11). The ENVI committee and rapporteur Yannick Jadot published
an initiative report Towards a WTO-compatible EU carbon border adjustment mechanism (Jadot
et al,, 2021), which the Parliament adopted in March 2021. In its position on the Euro-
pean Green Deal of 15 January 2020, the EU Parliament had previously supported the
Commission’s intention to develop a WTO-compatible carbon border adjustment system

(European Parliament, 2020).

While the Parliament considered the CBAM several times, it was still the Commission
that was responsible for drafting it (interview 4). Accordingly, the Parliament’s efforts to
consult with partner countries on the CBAM were sporadic. The Parliament’s work fo-
cused more on the implications of the CBAM for the member states and the industries
based there than on foreign affairs (interviews 11, 18). The trilogue with the Commission
and the Council focused on the sectors that the CBAM should cover (interview 10). Some
individual MEPs, however, stood out. They were closely involved in the process due to
their instrumental role in the internal EU development and agreement on the CBAM (in-
terviews 4, 18). In particular, the rapporteur responsible for the CBAM proposal since
September 2021, Mohammed Chahim (S&D, Netherlands), and the Chair of the Commit-

tee on the Environment, Pascal Canfin (Renew Europe, France), played an important role

14



(interviews 3, 9, 11, 13, 14, 18). Both Chahim and Canfin, who led a delegation from the
European Parliament at COP 26, exchanged views with third countries. For example,
Chahim travelled to Washington in March 2022 and spoke with members of Congress
(Chahim, 2022; interviews 5, 8 and 13). In comparison to the Commission, the Parlia-
ment’s diplomatic communication was more public in nature (interview 14). The six
shadow rapporteurs of the CBAM proposal also maintained relationships with embassies
and representations of trading partners, including Canada and South Korea (interview
11). Furthermore, they were frequently contacted by interest groups representing Euro-
pean industry, such as the steel industry, which have some of their production located in

third countries (interview 4).

34 European Council and member states

“[F]rom the council perspective, [..] it's a bit like each country does its own diplo-
macy. [..] | mean, I'm not a diplomat, but | don't think the diplomacy at the EU

level is extremely well coordinated.” (interview 5)

The diverging priorities of Germany and France with regard to the CBAM’s introduction
shaped the process at the Council and member-state level. Differences between the
member states were discussed and resolved until the Council was able to develop a com-
mon position on the CBAM that could then be negotiated with the Parliament (interview
2). France had long been a supporter of a CBAM and took over the agenda-setting, par-
ticularly during its Council Presidency in the first half of 2022. Under the French Presi-
dency, the Economic and Financial Affairs Council (ECOFIN) reached agreement on a
general approach. Germany, on the other hand, was initially sceptical about the idea and
preferred a Nordhaus-style climate club, at least as a supplementary format for interna-
tional climate cooperation (interviews 1, 5). During the trilogue negotiations, Germany
held bilateral talks with the Commission on the CBAM's design in order to clarify open
questions. The positions of the other member states ranged from support and approval
to rejection of the general approach, for example by Poland. National economic interests
were vocal in the individual member states during this phase. Specifically, European in-

dustry was concerned about possible trade sanctions (interview 14). France’s initiative
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ultimately prevailed despite initial reservations in the Commission (interview 3), until the
Commission essentially co-opted the CBAM project when president Ursula von der Leyen

took office.

The EU member states had little ownership of the CBAM for most of the time (interview
14). Until the tenure of the French presidency in the first half of 2022, there was there-
fore, expectedly, little CBAM-related activity in the Council. Individual member states
held bilateral discussions on the CBAM, albeit often in conjunction with other topics,
such as the G7 climate club or the Inflation Reduction Act in the US (interview 1). Despite
the guidance provided by the External Action Service, member states did take very differ-
ent positions (ibid.). France also used its own diplomatic channels to promote the CBAM

outside the EU (interview 14).

Discussions about a potential climate club coincided with the international talks on the
CBAM. Establishing a climate club was an explicit goal enshrined in the coalition agree-
ment of Germany’s new government in 2021 (SPD et al.,, 2021). Chancellor Olaf Scholz
had already spoken out in favour of a climate club in 2020, then as Federal Minister of
Finance, and strongly pushed the idea as part of the German G7 presidency in 2022 -
despite concerns within the German government and weak prospects within the G7
(Drége & Feist, 2022; Feist, 2023).* Any possible relationship between the climate club
and the CBAM was initially unclear. In September 2022, Commissioner Timmermans ex-
pressed the possibility that the EU and the US could establish a climate club under cer-
tain conditions and thus the US could remain excluded from the CBAM (Simon, 2022). Ul-
timately, the diplomatic strands on the CBAM and the G7 climate club neither signifi-
cantly complemented nor constrained each other, nor even overlapped. Germany did not
block the drafting of the CBAM but withdrew from active participation in the discussions
on the text (interview 5). Similarly, France was not fundamentally opposed to the G7 cli-
mate club but had concerns that all members would automatically be excluded from the

CBAM (ibid.).

“ While the G7 climate club was formally launched at COP 28, it has now taken a very different form than originally envisioned (Feist,
2023).

16



4. Summary and discussion
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Figure 1: Overview of the internal organisation of CBAM diplomacy

The political efforts surrounding the CBAM during the examined period focused on nego-
tiating the details within the EU, i.e. between the member states and the EU institutions,
primarily the Commission. The bulk of political resources were spent on this (interviews
3,14, 18). The draft text for the CBAM was not significantly amended to take the con-
cerns of partner countries into account (interview 2). External discussions with the EU’s
trading partners, who would have to adapt to the CBAM, had a relatively low priority. In

particular, the Commission had no discernible interest to incorporate the concerns of
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third countries into the process and instead presented the CBAM as a given fact that

trading partners would have to come to terms with.

CBAM diplomacy was formally and de facto undertaken predominantly by the Commis-
sion. Individual Directorates-General had a specific focus and introduced partner coun-
tries to the technical elements of the CBAM (interview 17). Across the EU as a whole,
however, the process was fragmented and only coordinated to a limited extent. To the
extent that there was a division of labour, it concerned technical communication, primar-
ily through DG TAXUD, versus political communication with partner countries, through
the Commission’s leadership and a few individual members of parliament. There was no
coordination or division of labour according to countries or groups of countries (interview
18). The EU’s CBAM diplomacy was more of a reactive response to emerging resistance
than a strategic approach from the outset (interview 14). A comprehensive outreach
strategy was only developed for the period after the formal launch of the CBAM in Octo-
ber 2023 (interview 10). The External Action Service endeavoured to create the basis for
coherent communication, supporting the internal CBAM project diplomatically. However,
it, too, primarily addressed technical questions that partner countries had. Individual
members of parliament stood out in their diplomatic efforts, but overall, the Parlia-

ment’s perspective was also mostly inward-looking.

This reflects well-known deficits in coordinating internal responsibilities in the CBAM as
well as in other areas of EU climate diplomacy. “EU external action in international fora
remains the purview of a series of different venues that do not necessarily share the
same priorities, constituents or working methods, nor do they regularly coordinate with
each other.” (Delreux & Earsom, 2023). The relative isolation of the EU institutions from
each other hinders more comprehensive climate diplomacy (ibid.). Moreover, these insti-
tutions do not have unlimited climate diplomacy capacities, which exacerbates the ef-
fects of a lack of coordination (Delreux & Earsom, 2023; Feist, 2023). The internal organi-
sation of CBAM diplomacy did not satisfy the hopes for a more proactive Grand Climate
Strategy for the European Union (Oberthiir & Dupont, 2021). The prioritisation of the
CBAM in external communication was by no means uniform among member states and

among the EU institutions involved (Interview 14).
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However, effective European climate diplomacy requires coherence between EU member
states and EU institutions (Oberthiir & Dupont, 2021; Schunz, 2019). More thorough co-
ordination of CBAM diplomacy would have allowed for more sensitivity to the interna-
tional context (see Schunz, 2015). If, from the EU’s perspective, the central question was
“how to sell CBAM to the rest of the world” (interview 2), the question that follows is: To
whom? Which form of diplomacy is most suitable depends on what third countries un-
derstand the intended impact mechanism of the CBAM to be (Kulovesi, 2012; Pander
Maat, 2022) —is it seen as an enabling measure for the EU’s internal climate action, a
protectionist measure, a unilateral instrument with international effects? The EU’s re-
sponse to the reactions ought to be tailored to the respective country (Interview 8).
Which partner countries should be addressed and what interests do they have? (Dokk
Smith et al., 2023; Petri, 2020)? Answering this question adequately requires consulta-
tions with trading partners, knowledge transfer and capacity building, as well as ongo-
ing dialogues in the relevant international organisations (UNFCCC, WTO, etc.), taking

into account the changing geopolitical context (Droge & Panezi, 2022).

Coordination of CBAM diplomacy was complicated by the timing of the EU’s internal ne-
gotiations and international reactions to the draft (interviews 1, 13, 17). As there was no
internal agreement on the CBAM, there could not be a coherent external approach:
“[The CBAM] adds uncertainty around trade partners. It's one of those rogue things
where no one really understands what it is because it is nothing yet, it's a negotiation.”
(interview 14) “You cannot immediately have an external position directly.” (interview 17)
CBAM diplomacy proved to be quite typical of the EU’s efforts in international climate co-
operation, insofar as the complex internal political and institutional circumstances are in
constant interaction with the limitations and opportunities of external efforts (Oberthiir
& Pallemaerts, 2010). However, if the rather uncoordinated and one-sided engagement
with third countries has contributed to the CBAM being perceived as unmalleable, this
may, in this case, have served to internally legitimise more ambitious climate policies in
partner countries (interview 10). The rigidity of internal EU coordination in the face of in-

ternational concerns, therefore, can turn out to be an advantage. Insofar as the CBAM is
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primarily an expression of the EU’s claim to leadership in ambitious climate policy (Pir-

lot, 2022) the circumstances have protected the CBAM from weakening in the face of in-

ternational pressure.

In this light, further research could examine which aspects of CBAM diplomacy ultimately

had the decisive effect in the given context. One can hypothesise, for instance, that the
initial international outcry was exaggerated and did not accurately reflect the actual
trade and climate policy explosiveness of the CBAM. As it seems at the moment, how-

ever, unless the bulk of the trade-related complaints and retaliations are yet to come,

the EU’s CBAM diplomacy has — intentionally or coincidentally — turned out to be an ef-

fective response in terms of its character and scope, because the technical focus of the

talks did not provide opponents with a tangible target for their political concerns.
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Ariadne’s thread through the energy transition: The Kopernikus project Ariadne
leads the way in a joint learning process with representatives from politics,
business and society, exploring options for shaping the energy transition

and providing scientific guidance to policy makers along the pathway towards a
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Who is Ariadne? In Greek mythology, Ariadne’s thread enabled the legendary hero Theseus to safely navigate
the labyrinth of the Minotaur. This is the guiding principle of the Ariadne energy transition project, in which a
consortium of over 25 partners is providing guidance and orientation for shaping the energy transition through
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