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Kyoto Protocol, the international agreement that binds the developed countries, listed in
its Annex |, to have commitments to reduce greenhouse gas emission has been increasing the
production costs of their goods and eroding their competitiveness. Many developed countries,
especially the United States of America, are been trying to pass a new law, called Border
Carbon Adjustment (BCA) aiming to rectify their disadvantage against cheaper imported goods

because their production processes emit higher greenhouse gases.

Currently the U.S. has two BCA drafts in the process. Under the first draft, The
American Power Act (APA), importers of the two sectors: Iron and steal, and Non-ferrous metal,
will be subject to buying carbon credits before those goods can enter the country. However,
under The American Clean Energy and Security Act (ACES), there will be 6 sectors: Other
mining, Chemical, rubber, and plastic, other mineral products, Iron and steal, Non-ferrous metal,
and Petroleum and coal products, will be required to surrender the carbon credits before they

can be imported.

In order to assess the impact of BCA measures, this study has converted the required
carbon credits to equivalent imbedded-carbon import tariffs for products imported to the U.S.,
under three carbon price assumptions: $11, $20, waz $50 per ton of CO,. Then utilizing the
capability of the computable general-equilibrium program, GTAP Version 7 to calculate the

result. It is found that the impact of BCA, of both drafts, on the social welfare of the U.S. is
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quite minimal. Thailand’s social welfare will be reduced slightly under the ACES draft, but will
increase mildly under the APA draft. Countries that are Thailand’s competitors, such as China,
and India, will suffer slightly on their social welfare. However, other countries in the Annex |

group, such as Japan, will gain from the BCA measures.

The impact of BCA measures on the growth of exports is also moderate for Thailand
and its competitors. Despite of the intention to improve its competitiveness, the U.S. export

growth rates in most sectors are deteriorated by the implementation of BCA measures.

Furthermore, we have found that the BCA measure has very little effectiveness on the
world level carbon dioxide emission mitigation; yet it will encourage the U.S. to emit greater
amount of emission. However, countries, like China, Russia, and India are those who are

affected the most by the BCA on emission reduction.

Finally, this research has also conducted a survey on the awareness of the private
sectors about the BCA. The survey reveals that managers of most private sectors in Thailand
are not quite aware of the BCA measures, not to mention about their impacts. As a result, less

attention is paid on their preparation for this new kind of trade restriction.
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