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Abstract

The European Union (EU) has introduced carbon border adjustment mechanism (CBAM) to decarbonize
economic growth and to realize green economic transformation by preserving the competitiveness of firms. The
CBAM causes companies that export to the EU to incur costs in proportion to the carbon emissions contained in
their products and are exposed to a tax similar to tariff. In this context, it is estimated that the competitiveness of
firms exporting to the EU will be adversely affected by having to bear the costs of greenhouse gas emissions. The
aim of this study is to calculate the carbon emission costs that the Turkish industrial sector might bear because of
CBAM and to determine how the CBAM affects the competitiveness of the Turkish industrial sector vis-a-vis EU
countries. In this study, foreign trade data between 2015 and 2020 were provided from the Eurostat database and
the data on embedded emissions in export products were provided from the OECD database. The methodology
was based on both revealed comparative advantage (RCA) method and EU legal regulations. The RCA indexes of
Tiirkiye's industrial sector before and after the CBAM were calculated and compared with the RCA indexes of EU
countries, and the tax equivalent of the carbon cost due to CBAM was estimated that Tiirkiye's industrial sector
might be incurred. Consequently, our findings show that the Turkish Industry sector may incur a carbon cost of
EUR 3.539 billion due to CBAM, and the tax equivalent of this cost would be 8.7%.
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