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Abstract

The European Union recently adopted a regulation establishing a
mechanism requiring the importers of the products made by heavily
polluting industries to pay the carbon border adjustment tax to make
the carbon cost of imports comparable to domestic production and
safeguard the EU's climate goals. As the first of its type, it is now at
the center of discussion regarding its compatibility with the WTO
regulations and the Paris Agreement, its impacts on countries'
foreign trade, and ways countries can adapt and respond to it. This
article aims to demonstrate how that mechanism works, examine
whether it is compatible with international legal requirements, and
answer how lIran can respond to it. Having used the descriptive-
analytical method of research and collected information from both
library and documentary sources, this article finds that following the
world changes, Iran's foreign trade would be affected concretely,
recommending some ways Iran can adapt and respond, including
establishing a carbon tax mechanism, establishing low-carbon
facilities and equipment, and realizing the requirements of a low-
carbon economy embedded in the Iranian 6" five-year economic,
social and cultural development plan.
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1. The Eurepean Green Deal

2. The EU Carbon Adjustment Measure (CBAM)
3. Transitional Period

4. Carbon Leakage
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Meredith Fowlie, Claire Petersen, and Mar Reguant, “Border Carbon Adjustments When Carbon
Intensity Varies across Producers: Evidence from California,” American Economic Association
Papers and Proceedings 111 (May 1, 2021): 401-5, https://doi.org/10.1257/pandp.20211073.
6. Kyoto Protocol
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1. “What Is the Kyoto Protocol? | UNFCCC,” accessed May 20, 2023,
https://unfccc.int/kyoto_protocol.”

2. EU Emissions Tradnig System (EU ETS)

3. “The European Green Deal” (The European Union, December 11, 2019), https://eur-
lex.europa.eu/resource.html?uri=cellar:b828d165-1c22-11ea-8c1f-
0laa75ed71a1.0002.02/DOC_1&format=PDF; “A European Green Deal: Striving to Be the First
Climate-Neutral Continent,” July 14, 2021, https://commission.europa.eu/strategy-and-
policy/priorities-2019-2024/european-green-deal_en.

4. World Trade Organization (WTO)
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5. “Proposal for a REGULATION OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL
Establishing a  Carbon  Border  Adjustment  Mechanism,” 2021,  https://eur-
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2. “EU Climate Action: Provisional Agreement Reached on Carbon Border Adjustment Mechanism
(CBAM),” accessed May 19, 2023, https://www.consilium.europa.eu/en/press/press-
releases/2022/12/13/eu-climate-action-provisional-agreement-reached-on-carbon-border-
adjustment-mechanism-cham/.

3. “European Parliament Legislative Resolution of 18 April 2023 on the Proposal for a Regulation of
the European Parliament and of the Council Establishing a Carbon Border Adjustment
Mechanism (COM(2021)0564 — C9-0328/2021 — 2021/0214(COD)),” April 18, 2023,
https://www.europarl.europa.eu/doceo/document/TA-9-2023-0100_EN.pdf.
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“Fit for 55,” accessed May 19, 2023, https://www.consilium.europa.eu/en/policies/green-deal/fit-for-
55-the-eu-plan-for-a-green-transition/.

5. “European Union: ‘FIT FOR 55°- Carbon Border Adjustment Mechanism Regulation Signed,”
accessed May 19, 2023, https://insightplus.bakermckenzie.com/bm/tax/european-union-fit-for-55-
european-union-carbon-border-adjustment-mechanism-regulation-signed.

6. “Regulation (EU) 2023/956 OF the European Parliament and of the Council of 10 May 2023
Establishing a Carbon Border Adjustment Mechanism,” May 16, 2023, https://eur-
lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32023R0956&(id=1686382810172.

7. Free Allowance
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1. “Regulation (EU) 2021/1119 of the European Parliament and of the Council of 30 June 2021
Establishing the Framework for Achieving Climate Neutrality and Amending Regulations (EC)
No 401/2009 and (EU) 2018/1999 (‘European Climate Law’),” June 30, 2021, https://eur-
lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R1119.

2. Polluter Pays

3. “Consolidated Version of The Treaty on Functioning of The European Union,” October 26, 2012,
https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:12012E/TXT:en:PDF.

4. “GATT Panel Report, United States—Restrictions on Imports of Tuna, GATT Doc. DS21/R,
GATT BISD 39S/155,” 1991, https://www.wto.org/english/tratop_e/dispu_e/gatt_e/91tuna.pdf.
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1. National Treatment

2. necessary to protect human, animal or plant life or health

3. relating to the conservation of exhaustible natural resources

4, GATT, art XX (b) and (g)

5. “Panel Report, Brazil—Certain Measures Concerning Taxation and Charges, para. 7.880,
WT/DS472/R, WT/DS497/R,” Aug. 30, 2017,
https://www.wto.org/english/tratop_e/dispu_e/472_497abr_e.pdf.
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1. Safe Climate
2. “Appellate Body Report, United StatesImport Prohibition of Certain Shrimp and Shrimp Products, para.
129, WT/DS58/AB/R,” Nov. 6, 1998, https://www.wto.org/english/tratop_e/dispu_e/58abr.pdf.

3. “GATT Panel Report, United States—Standards for Reformulated and Conventional Gasoline,
note. 238, at 21, WT/DS2/R, ” May 20, 1996, as modified by the Appellate Body Report,
WT/DS2/AB/R, May 20, 1996, https://www.wto.org/english/tratop_e/dispu_e/2-9.pdf.

. Paris Agreement

. The Principle of Common but Differentiated Responsiblitiy

. Nationally Determined Contributions (NDCs)
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1. “Directive 2003/87/EC of the European Parliament and of the Council of 13 October 2003
Establishing a Scheme for Greenhouse Gas Emission Allowance Trading Within the Community
and Amending Council Directive 96/61/EC” 2003, https://eur-lex.europa.eu/legal-
content/EN/TXT/PDF/?uri=CELEX:32003L0087.
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1. Review of CBAM declarations
2. Repurchase
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A 1€ £ Glaunli el 8ylons 00 b,93 ¢ ogac Gods oo doliluas St 5wl y) 2T (31,5 (5 p0 wlilT )yl
a3 3> Jlost .Y A

WSS s |y aidS o (b bl (aess lise Jolee jemme dlaad de sle ¥V b oaiS ) lplsl ST
ol lyy o la e whiol yo ] WSS 8950 g 5 45 D)0, desja Y5 B3l ol W,
P8 01500l SRl ) e et ST et 9 g (s 423001 )Ll )8 s
b ol e 48 350 das > J0b S adbul S S gheld 4 Joeuko oY @y )ly 4
i 93185l cloj e Jud jl oalag, pludl laiste bl g 0I5l culian (35,50
ol 0131 535S, 5y90 1 Jlae! b doyyz plp O BY olime 4 oMo 63 plis b () Kan
ly pwomal LU Mo (63 plis 29 oo ploul gae Cgd 2 8> ;0 s jobds day > Jlas! uil s
))_&a g,‘_Le{a 3D dos > g,‘_s-‘.)ﬁ pie WY djl)‘ UM 4 uo-l.)).» A.,‘.Lg(o Jole P)Y Sle M| o‘).o.b.»
Ao Mo plis & 1y o (9B (olsl 2 Slore oy o 51 ol el B30

15 830 pdad 519 3w Ol i (495 599 b Allin .Y LA
lyyia 535 593 slmely L dblio g ololid St &) o YV 53l gillas byl &p3loxs] ygmmseS
&S Slie 4 Y 5ol s 5l wlo,le Wl 5l By oS o)l alisee SIS )80 (05 593 oCandl
45 (a i dgese (3)5 M g s @)l e )3 0adjasuie SV glgil Cuypd Jsod 5l
5 9mie sloyp S Bl e Jlosl (gl p3Y liee S8l 1 a8 Gl 5l Jits s o 30
4 Gl GgpegaS 123 V] (graaS @ Ba3bae b dgalye ©jg0 ) Wil oo o2 (ladisd ol

55 dalss asuto |y dowst ola 45 Gyl o a3l e ] > i plox

Lo st Bolil 0 55 (55 30 i 4159 3l 43 510575558 .

Ug st oLt (55 (5 30 i 4159 jlu 41575 558 83500 ) 4

093 oyl 3 IS o T 4l Yo¥S Jlo 5T U g 395 o ST VYT ST 1 g5k 138 59
by aiglsy cul ol o b by (35S Bl g laipe (S 05 slasild p ollas g9 35508
lbg YY 8ol gillas .o A nlgd plodl ol g paiame juf (5 505 Buislad b 000S)lg 245
bogs 1ol lT (50,5 (el YIS pad 5 (lo; B alo ) (555 medns o Blas |y 002353)lg
01D g 4o Ty D95 o aBlud gt 3y90 ol j3 4 93 ol 5l Sy eMb] 4 S 403 lalie

1. Release of Goods for Free Circulation
2. “Free Circulation,” accessed May 26, 2023, https://taxation-customs.ec.europa.eu/customs-
4/customs-procedures-import-and-export-0/what-importation/free-circulation_en.
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