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The UK’s Carbon Border Adjustment Mechanism:

IMPLICATIONS FOR TRINIDAD AND TOBAGO

Executive Summary

As a Small Island Developing State (SIDS) with a
significant reliance on hydrocarbon exports, Trinidad and
Tobago is giving careful consideration to the potential
economic implications arising from the evolving global
landscape of decarbonisation policies, including the
proposed United Kingdom Carbon Border Adjustment
Mechanism (CBAM). This research undertakes a detailed
examination of the specific considerations of the UK
CBAM for Trinidad and Tobago within the context

of a growing international focus on Border Carbon
Adjustments (BCAs). Employing a comprehensive
mixed-methods approach, incorporating thorough desk
research, detailed quantitative analysis of trade patterns,
and direct engagement with relevant stakeholders via
surveys and a dedicated workshop, this study aims to
offer well-considered recommendations for navigating
the evolving policy environment and exploring potential
avenues for proactive adaptation. A comparative
perspective with the European Union (EU) CBAM further
enriches the study’s understanding.

The findings of this research suggest that the UK CBAM
could present certain considerations for Trinidad and
Tobago, a nation characterized by relatively elevated
per capita greenhouse gas emissions and ongoing
efforts to secure access to climate finance and enhance
technical capacity for effective decarbonisation

and robust emissions measurement and reporting.

Key observations indicate that both the UK and EU
CBAMSs may lead to increased financial obligations and
administrative procedures for Trinidad and Tobago’s
carbon-intensive exports, encompassing important
sectors such as fertilisers and iron and steel, potentially
influencing their competitive dynamics in key international
markets. Furthermore, the differences in design features
between the UK and EU CBAMs raise an important
matter regarding potential additional administrative
and compliance requirements for Trinidad and Tobago’s
exporters.

Analysis of Trinidad and Tobago’s export profile indicates
that its current export structure, particularly in areas
such as iron and steel, fertilisers, and inorganic chemicals,
aligns with the product scope of the UK CBAM. These
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key exports may experience some impact due to the implementation
of carbon levies, potentially influencing their price competitiveness
within the UK market. In 2023, the trade sectors potentially within the
scope of the UK CBAM represented approximately 0.84% of Trinidad
and Tobago’s total exports, 56.3% of its exports to the UK, and 9.39%
of its total exposed sector exports. Although natural gas, Trinidad and
Tobago’s largest export to the UK, is presently outside the scope of
the UK CBAM, its significant share highlights the potential for a more
considerable impact should the CBAM’s product coverage expand to
include it in the future.

This research underscores the value of Trinidad and Tobago
proactively considering and developing strategic approaches to
mitigate potential impacts from the UK CBAM. These approaches
could include thoughtfully prioritised investments in cleaner
production technologies to reduce the carbon intensity of key
industries, the development of robust and internationally credible
national systems for enhanced emissions monitoring and reporting
(MRV), and a considered effort towards the strategic diversification
of existing export markets to potentially reduce reliance on regions
implementing CBAMSs. Significantly, the paper highlights the potential
benefits of developing and operationalising a comprehensive
domestic MRV system, alongside the establishment of a functional
domestic carbon market and the implementation of domestic
carbon pricing mechanisms, as valuable steps that could contribute
to potentially lessening UK CBAM taxes. The implementation of
domestic carbon pricing could allow for the retention of revenue
within the country, which could then be strategically reinvested

to support national decarbonisation efforts and enhance climate
resilience. The study also emphasises the continued importance

of constructive international cooperation, particularly with the UK
government, to potentially mitigate adverse economic effects of the
CBAM and to provide valuable support for Trinidad and Tobago’s just
and equitable transition towards a low-carbon economy.

In conclusion, this research offers timely and relevant insights into

the potential economic consequences of the UK CBAM for Trinidad
and Tobago, highlighting the importance of informed and forward-
looking policymaking and the careful implementation of strategic
measures to support the nation’s economic stability, foster sustainable
development, and promote a resilient future within an evolving global
landscape influenced by CBAMs. The findings of this study also
contribute valuable perspectives to the broader international dialogue
on the equitable and effective implementation of BCAs, particularly
with regard to the specific vulnerabilities and developmental priorities
of developing economies such as Trinidad and Tobago.



The UK’s Carbon Border Adjustment Mechanism:

IMPLICATIONS FOR TRINIDAD AND TOBAGO

1. Introduction

As countries strive for more ambitious
climate goals while maintaining economic
competitiveness, Border Carbon Adjustments
(BCAs) are emerging as a prominent policy
tool (Béhringer et al. 2022 and Marco and
Barrett 2016). Their importance is amplified
by the growing pressure on governments to
address climate change, driven by stronger
scientific evidence, increasingly visible
climate impacts, and the falling costs of low-
carbon technologies (Cosbey et al. 2019). The
core objective of BCAs is to prevent carbon
leakage—the relocation of businesses to
countries with lax environmental standards
to evade carbon pricing (Branger and
Quirion 2014 and Winchester et al. 2011).
This is achieved by imposing charges on
imported goods based on their production’s
greenhouse gas emissions, effectively
assighing a cost to the embedded carbon
and fostering a more equitable competitive
landscape for domestic and international
businesses alike. Furthermore, BCAs are
designed to encourage global climate action
by motivating other countries to adopt more
stringent climate policies and to safeguard
domestic industries already adhering to
carbon regulations (Mehling et al. 2019).

The European Union (EU) has taken a leading
role in this area, establishing the world’s

first Carbon Border Adjustment Mechanism
(CBAM), currently in a transitional phase and
scheduled for full implementation on January
1, 2026. Following suit, the United Kingdom
(UK) announced its plans for a UK CBAM in
December 2023, where consultations on its
design began in 2024. While similarities with
the EU CBAM are anticipated, the UK’s version
is expected to differ in its implementation
timeline and features. This trend is not limited
to Europe and the UK; other major economies,
including the United States (US), Canada, and
Japan, are actively exploring the feasibility
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and design of their own BCAs (Smith et al. 2024). These nations recognise the potential
of BCAs to simultaneously promote domestic climate goals and safeguard domestic
industries within the context of global trade. This burgeoning international interest
suggests that BCAs are poised to become an increasingly common element of the global
trading system.

Despite their increasing adoption, BCAs present considerable challenges, particularly

for developing economies like Trinidad and Tobago (Magacho et al. 2024 and Bui et al.
2024), who often view them with scepticism, fearing they are potentially protectionist
measures that could severely damage their economic prospects (Lin and Zhao 2024 and
Mohan 2024). These nations often have limited capacity for decarbonisation, hampered
by restricted access to technology, financing, and necessary infrastructure. This fuels fears
that BCAs will create new trade obstacles, hindering their development by increasing
production costs and eroding the competitiveness of their exports, potentially leading to
higher carbon-adjusted export prices, reduced demand, loss of market share, increased
unemployment, and diminished economic growth.

These economic concerns are further compounded by issues of fairness and international
climate agreements. The Paris Agreement grants nations autonomy in determining

their decarbonisation pathways. Consequently, developing countries, having historically
contributed less to global emissions, object to what they perceive as punitive trade
measures that effectively impose the developed world’s domestic climate policies upon
them. They reasonably argue that they face the dual burden of adapting to climate change
while simultaneously adjusting to mitigation measures imposed by wealthier nations.
This raises concerns that BCAs may violate the principle of Common But Differentiated
Responsibilities (CBDR), a cornerstone of climate multilateralism, which stipulates that
emissions reduction obligations should be proportionate to a country’s capabilities and
level of development.

Beyond these fundamental objections, practical concerns regarding BCA policy design
and potential unintended consequences also exist. Requiring foreign firms to fully account
for and internalise BCA requirements is technically complex and politically challenging
especially if design features differ, creating a trade-off between climate ambition and
practical implementation. Consequently, implementing BCAs is geopolitically complex and
diplomatically sensitive undertaking.

On the other hand, BCAs can incentivise a global shift towards cleaner energy, encouraging
countries to reassess their climate policies and accelerate decarbonisation. The prospect

of border charges may drive companies to invest in cleaner technologies to reduce their
carbon footprint and mitigate climate change. Furthermore, BCAs could stimulate research,
development, and innovation in both clean technologies and greenhouse gas emissions
measurement. They can also broaden the conversation surrounding carbon pricing, raising
private sector awareness of the costs of carbon pollution and demonstrating governmental
commitment to addressing it. While BCAs are likely to have unintended consequences

and currently lack a universally agreed-upon operational model, they represent the most
politically palatable approach to tackling carbon leakage.



The UK’s Carbon Border Adjustment Mechanism:

IMPLICATIONS FOR TRINIDAD AND TOBAGO

As a SIDS with a significant reliance on fossil fuels, Trinidad and Tobago faces potential economic
challenges from BCAs. While its hydrocarbon sector is a major contributor to its economy,
accounting for over 37% of GDP, 40% of government revenue, and 80% of exports (CBTT 2022),
it is crucial to note that the UK CBAM does not encompass all hydrocarbon goods. Specifically,
Trinidad and Tobago’s primary export to the UK, natural gas, is currently outside the UK CBAM’s
design scope. However, the country does export certain hydrocarbon-intensive goods, such as
fertilizers, to the UK, which fall under the CBAM. These goods, produced with a high carbon
intensity due to the reliance on natural gas, may face carbon levies impacting their price
competitiveness in the UK market. Trinidad and Tobago’s high per capita emissions, exceeding
20 metric tons despite accounting for less than 0.1% of global emissions (Global Carbon Budget
2022), and its high-income classification, which limits access to climate finance (Mohan 2022a
and Mohan 2022b), further complicate its decarbonization efforts.

Trinidad and Tobago’s limited understanding of the potential consequences of various BCA
designs presents concerns for its economy and decarbonisation trajectory (Mohan and Jagessar
2024). Given the nation’s substantial reliance on fossil fuels and natural gas, this research
addresses this critical knowledge gap by pursuing the following key objectives concerning the UK
CBAM:

1.  To contextualise the UK CBAM by comparing its design features and potential consequences
with the EU CBAM.

2. To assess the specific impacts of the UK CBAM on Trinidad and Tobago’s key exports.

3. To understand stakeholder perception, knowledge, and responses to the UK CBAM within
Trinidad and Tobago.

4. To identify and analyse potential strategies for Trinidad and Tobago’s government and
industries.

Ultimately, this research seeks to equip policymakers and industry leaders in Trinidad and Tobago
with a comprehensive understanding of the UK CBAM’s implications, enabling them to develop
informed and effective adaptation plans. Furthermore, it contributes to the broader global
discourse on BCAs and their impact on developing countries, aiming to inform dialogues on fair
and effective BCA implementation that considers the specific needs of nations like Trinidad and
Tobago.



2. Methodology and Approach

This study employed a mixed-methods
approach to provide a comprehensive analysis
of the UK CBAM'’s implications for Trinidad

and Tobago. This integrated methodology
combined quantitative and qualitative research
techniques to achieve a holistic understanding
of this complex issue. Data collection involved
secondary data analysis, semi-structured
surveys, and a stakeholder workshop conducted
in Trinidad and Tobago.

2.1. Data collection

To thoroughly investigate the UK CBAM’s
impact, the research utilised the following
primary data collection methods:

2.1.1. Desk Research

A comprehensive review of academic literature,
policy documents from the UK, EU, and Trinidad
and Tobago, and relevant industry reports
pertaining to CBAMs was conducted. This aimed
to establish a theoretical framework and analyse
the design features of the UK and EU CBAMSs,
including product scope, emissions scope (direct
and indirect), calculation methodologies for
embedded carbon, and compliance procedures.
The review also contextualised how these design
differences might affect Trinidad and Tobago’s
export sectors.

2.1.2. Secondary Data Analysis

Quantitative analysis of trade data spanning

the last decade, sourced from United Nations
Conference on Trade and Development
(UNCTAD) Comtrade. HS2 data was used

given that there is a paucity of HS4 data and

no data for HS6 and HS8 for Trinidad and
Tobago country level trade. This analysis aimed
to identify key export sectors in Trinidad and
Tobago vulnerable to the UK and EU CBAMs
and to quantify the value and volume of Trinidad
and Tobago’s exports to the UK and EU markets.
Descriptive statistics and trend analysis were
applied to the data.

A comprehensive
review of academic
literature, policy
documents from the
UK, EU, and Trinidad
and Tobago, and
relevant industry
reports pertaining
to CBAMs was
conducted. This
aimed to establish a
theoretical framework
and analyse the
design features of the
UK and EU CBAMSs,
including product
scope, emissions
scope (direct and
indirect), calculation
methodologies for
embedded carbon,
and compliance
procedures.



The UK’s Carbon Border Adjustment Mechanism:

IMPLICATIONS FOR TRINIDAD AND TOBAGO

2.1.3. Stakeholder Engagement

Direct interaction with key stakeholders in Trinidad and Tobago was carried out through semi-
structured surveys and a stakeholder workshop. A total of 57 persons including industry,
government and civil society provided data for the study. The surveys, directed at the private
sector, incorporating both open-ended and closed-ended questions, gathered quantifiable data
and qualitative insights into industrial perceived economic impacts of the UK and EU CBAMs,
anticipated challenges and opportunities, assessments of industrial competitiveness, evaluations
of existing mitigation policies, and specific concerns regarding administrative burdens and
compliance procedures. The surveys aimed to understand private sector insights of CBAM
mechanisms, preparedness for upcoming changes, and recommendations for strategies to reduce
impact.

The workshop, convened physically in Trinidad and Tobago, facilitated interactive dialogue and
collaborative problem-solving with the private sector, government and civil society. It provided
a platform for stakeholders to share experiences, concerns, and insights through interactive
polling (using Mentimeter), guided discussions on key themes related to CBAM impacts, and
collaborative sessions to identify potential solutions and adaptation strategies.

The combination of surveys and the workshop provided a robust and multifaceted understanding
of stakeholder perspectives, offering crucial context to complement the desk research and
guantitative data and ensure the research findings reflected real-world experiences and concerns.

2.2. Data Analysis

Quantitative data on export volumes and trade patterns were analysed using descriptive
statistics and trend analysis to identify the sectors most likely to be affected by the BCAs and
assess the potential economic implications, such as changes in export revenue and market share.
Qualitative data from the stakeholder surveys (including responses to open-ended questions)
and the stakeholder workshop were analysed thematically to identify key themes, insights, and
perspectives from the stakeholders. This involved coding the qualitative data to identify recurring
themes and patterns related to the perceived impacts, challenges, and opportunities associated
with the BCAs.
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3. UK CBAM

The UK is committed to ambitious
decarbonisation targets: a 68% emissions
reduction from 1990 levels by 2030

and net-zero by 2050. Decarbonising

the UK industrial sector, responsible

for approximately 21% of national
greenhouse gas emissions in 2019 (BEIS
2021), is crucial. However, carbon leakage
threatens to undermine these efforts.
These industrial sectors, characterised by
capital-intensive processes and reliance
on carbon-intensive methods, require

a robust decarbonisation plan. While
historically mitigating leakage through
shielding industry from carbon pricing,
policymakers now recognise that free
emissions permits are insufficient (Burke
et al. 2021).

To address this, the UK will introduce a
CBAM in 2027, phasing out free permits.
The UK CBAM will ensure imported,
carbon-intensive goods face comparable
carbon pricing to domestically produced
goods. A 2023 UK government
consultation revealed approximately 70%
of UK stakeholders are in support of a
UK CBAM (Government of the United
Kingdom 2024). The consultation (March
30 to June 22, 2023), with outcomes
published December 18, 2023 explored
various carbon leakage policies, including
CBAM, product standards, and other
market-based measures. Notably, the
consultation did not specifically address
design issues related to Northern Ireland’s
interaction with the EU CBAM, nor the
interaction of the UK CBAM with other
CBAMs. Further consultations will inform
the final design. It is therefore important
to note that the UK CBAM design in not
yet final.

Both the UK and EU
CBAMs present significant
challenges for Trinidad

and Tobago, primarily due
to the increased costs
associated with carbon-
intensive exports. Both
mechanisms impose levies
on imports based on their
embedded carbon content,
directly impacting the
competitiveness of Trinidad
and Tobago’s key export
sectors, such as fertilisers,
which rely heavily on
natural gas.
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3.1. Alignment and Divergence of UK CBAM with EU CBAM

Both the UK and EU CBAMs share the overarching goals of preventing carbon leakage and
incentivising global decarbonisation through carbon pricing on imported, carbon-intensive goods.
However, key differences in their design (summarised in Table 1) will lead to distinct implications for
international trade and Trinidad and Tobago exporters. Burke et al. (2021) emphasise the importance
of close alignment of the UK CBAM with the EU CBAM for effective joint anti-leakage efforts and
easing of administrative and compliance burdens for CBAM affected countries.

3.2. Key Design Features: UK CBAM vs. EU CBAM and Implications for Trinidad and Tobago

The UK CBAM will impose a charge on the embodied emissions of specific imported goods. Table 1
details its key design elements and contrasts them with the EU CBAM, highlighting the implications
for Trinidad and Tobago’s exporters. In terms of Scope, the UK CBAM targets imports of aluminium,
cement, fertiliser, hydrogen, iron, and steel, encompassing Scope 1, Scope 2, and select precursor
emissions.! This directly affects Trinidad and Tobago’s fertiliser and iron and steel exports. The EU
CBAM has the same product scope in addition to electricity, with ambition to expand to all products
under the EU Emissions Trading System (ETS). The UK’s consideration of precursor emissions could
also indirectly impact organic chemicals. The EU CBAM also includes precursors. The potential
future expansion of the scope in both mechanisms remains a concern for Trinidad and Tobago’s
significant mineral fuel and organic chemical exports.

The Tax Point, the moment liability arises, is upon release into free circulation in the UK or entry
without customs controls, similar to the EU CBAM'’s point of import into the EU customs territory.
Trinidad and Tobago’s exporters must understand this timing for compliance and cost planning in
both markets. Regarding the Registration Threshold, the UK exempts businesses with annual CBAM
goods imports under £50,000, a feature not explicitly present in the EU CBAM’s initial phases,
potentially offering minor relief to very small Trinidad and Tobago exporters to the UK. The Liable
Person is typically the UK importer, mirroring the EU CBAM where the EU importer is responsible.
While the direct legal obligation is on the importer, Trinidad and Tobago’s exporters will face
pressure to provide emissions data and potentially adjust pricing to maintain competitiveness in
both markets.

Accounting and Payment under the UK CBAM will be annual in 2027, then quarterly from 2028,
contrasting with the EU CBAM'’s quarterly purchase and surrender of certificates. Both necessitate
regular accounting, but the mechanisms differ. Trinidad and Tobago’s exporters and their partners
need efficient data sharing for both systems. For Emissions Calculation, the UK’s position is that
actual verified emissions or default values can be used. Similarly, the EU CBAM emphasises actual
emissions but allows defaults during transition.

The CBAM Rate in the UK is sector-specific, linked to the UK ETS carbon price and updated
quarterly, with adjustments for domestic and overseas carbon prices, similar to the EU CBAM'’s rate
tied to the EU ETS. This introduces price volatility for Trinidad and Tobago’s exports to both regions.
The Carbon Price Offset (Adjustment) mechanism in both the UK and EU allows for reductions if a
carbon price has already been paid in the exporting country, incentivising Trinidad and Tobago to
consider domestic carbon pricing. The Form of the CBAM differs, with the UK using direct liability
calculation versus the EU’s certificate system, requiring different compliance approaches. This raises
the administrative and compliance burden for Trinidad and Tobago firms. The Timing is also a key

" The glass and ceramics sectors are expected to be included at a later date according to various sources. Scope 3 emissions are expected to be included.
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difference: the UK has no transition period, starting in 2027, while
the EU has a reporting phase since 2024 before full implementation
in 2026, giving Trinidad and Tobago less time to prepare for the UK
CBAM. Finally, Administration in both involves a self-assessment
model with quarterly accounting (after the UK’s first year),
requiring robust internal data management. Both also allow for the
appointment of agents to assist with compliance.

Both the UK and EU CBAMs present significant challenges

for Trinidad and Tobago, primarily due to the increased costs
associated with carbon-intensive exports. Both mechanisms
impose levies on imports based on their embedded carbon content,
directly impacting the competitiveness of Trinidad and Tobago’s
key export sectors, such as fertilisers, which rely heavily on natural
gas. Furthermore, both CBAMs mandate independent third-party
verification of emissions, adding a significant administrative and
compliance burden on businesses, potentially hindering their ability
to compete in these markets.

However, key differences between the UK and EU CBAMSs have
varying implications for Trinidad and Tobago. The EU CBAM'’s
broader product scope means a wider range of Trinidad and
Tobago’s exports could be affected, potentially leading to greater
economic disruption. Considering the EU’s certificate system’s
alignment with its established ETS framework, affected exporters
may find the system straightforward due to their existing familiarity
with the ETS. On the other hand, exporters need to develop an
understanding of the UK’s formula-based calculation.

Additionally, the EU and UK CBAM’s possible use of actual
emissions data encourages exporters to invest in accurate emissions
monitoring and reporting. The use of default values, while offering
initial flexibility, could potentially lead to less accurate carbon
pricing and higher taxes if Trinidad and Tobago’s industries fail to
demonstrate lower actual emissions. This could disproportionately
impact Trinidad and Tobago, given its high per capita emissions and
limited access to climate finance for decarbonisation efforts.

Ultimately, both CBAMs necessitate a swift and strategic response
from Trinidad and Tobago. Understanding the nuances of each
mechanism is crucial for policymakers and industry leaders to
develop effective strategies to minimise negative impacts, including
investing in cleaner production technologies, improving emissions
reporting, and exploring alternative export markets. Failure to
adapt could result in significant economic losses and hinder the
country’s sustainable development trajectory.

Key differences
between the UK
and EU CBAMs
have varying
implications for
Trinidad and
Tobago. The EU
CBAM'’s broader
product scope
means a

wider range

of Trinidad

and Tobago’s
exports could
be affected,
potentially
leading

to greater
economic
disruption.

13



The UK’s Carbon Border Adjustment Mechanism:

IMPLICATIONS FOR TRINIDAD AND TOBAGO

Table 1: UK CBAM and EU CBAM Features

Feature UK CBAM EU CBAM
Scope Limited to goods produced under UK Ambition to move to all products subject to
ETS conditions and at risk of carbon EU ETS
leakage
Sector Aluminium, cement, ceramics, fertiliser, Aluminium, cement, fertiliser, hydrogen, iron,
glass, hydrogen, iron, steel steel, electricity
Product Commodity codes corresponds to EU Commodity codes used as a starting point
CBAM list, excluding electricity
Form CBAM liability calculated based on Purchase and surrender of CBAM
embodied emissions and CBAM rate certificates
Calculation CBAM liability = Embodied emissions x Number of CBAM certificates to be
(CBAM sectoral rate - “Adjustment”) surrendered = embedded emissions -
reduction corresponding to the carbon price
paid in the country of origin
Embodied Calculated using default values or Calculated based on actual emissions or
emissions actual emissions data default values, with provisions for complex
goods
Verification Independent third-party verification Independent third-party verification
required. Includes verifiers accredited required
by International Accreditation Forum.
CBAM rate Set separately for each sector, Determined quarterly based on EU ETS
determined quarterly auction price, free allowances, and carbon
price support rates
Adjustment CBAM liability reduced for evidenced CBAM certificates surrendered adjusted for
explicit carbon price overseas carbon price paid in the country of origin
Timing No transitional period, starts in 2027 Reporting-only transitional phase from

2024, fully in force in 2026

Administration

Self-assessment model, quarterly
accounting periods

Self-assessment model, quarterly
accounting periods

Tax point

CBAM liability arises when goods are
first released into free circulation in the
UK

CBAM applies when goods are imported
into the EU customs territory

Liable persons

UK importers or persons on whose
behalf goods are moved to the UK

EU importers

Agent

Liable person can appoint a tax agent

EU importer can appoint an indirect
customs representative who can act as an
authorised CBAM declarant

14
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3.3. Broader Implications for Developing Countries and the Case of Trinidad and Tobago

The UK’s intention, similar to the EU’s, to apply its CBAM equally to all countries regardless

of development status raises significant concerns for developing nations, including Trinidad

and Tobago. These countries often face challenges in accurately measuring emissions across
complex industries and supply chains despite potentially having lower overall domestic emissions.
Furthermore, they typically lack the financial and technological resources for costly emissions
reduction strategies.

The implementation of CBAMs by both the UK and EU will likely create increased uncertainty
and administrative burdens for developing country exporters in key sectors. The cost of
demonstrating low-carbon production for compliance could become prohibitive for some,
potentially leading to trade diversion (Barsauskaité and Tipping 2023). The absence of a unified
international standard for calculating embedded carbon further complicates the landscape and
increases administrative and compliance burdens.

While the UK government asserts that revenue generation is not the primary objective,

the equal application of the CBAM fuels concerns about “environmental colonialism” and
disguised protectionism, potentially penalising developing nations and hindering global climate
cooperation. Targeted support policies, including technical and financial assistance, and

close consultations with affected trading partners are crucial. The UK has done two internal
consultations on UK CBAM with UK and international stakeholders. It also plans to have a UK
CBAM international group to engage with other governments on UK CBAM policy.

For Trinidad and Tobago, both CBAMSs present challenges due to increased costs on carbon-
intensive exports like fertilisers. The mandated independent third-party verification of emissions
adds further complexity. Key differences in the CBAM designs, such as emissions calculation
methods, and administrative procedures, necessitate a thorough understanding to develop
effective adaptation strategies. There is a higher administrative and compliance burden for
Trinidad and Tobago exporters as well, given the difference in calculating the UK and EU CBAM
tax rate. Ultimately, a proactive and strategic response, focusing on cleaner production, improved
emissions reporting, and exploring market diversification, is essential for Trinidad and Tobago to
mitigate potential economic losses and ensure a sustainable development trajectory in a world
increasingly shaped by carbon border adjustments.

15
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4. Potential Economic Impact of
UK CBAM on Trinidad and Tobago

Global CBAMs present a significant economic
challenge to Trinidad and Tobago due to the nation’s
reliance on carbon-intensive exports. Table 2 highlights
Trinidad and Tobago’s top 10 exports (HS2 data) for
2023, indicating a concentration in sectors subject to
CBAMSs. While 33.18% of Trinidad and Tobago’s total
global exports fall under the product scope of existing
or planned CBAMs - specifically iron and steel (9.44%),
fertilizers (4.83%), and inorganic chemicals (18.91%)

- the actual exposure depends on the destination of
these goods. A substantial portion of these exports is
directed towards countries implementing or intending
to implement CBAMs, notably the EU and the UK,
which, along with the US, accounted for 57.84% of
Trinidad and Tobago’s total exports in 2022. Although
the US adoption of CBAM remains uncertain given

the change in government, the need for Trinidad

and Tobago’s carbon-intensive industries to reduce
their emissions is underscored by the fact that key
export markets are moving towards carbon border
adjustments. Industries may face complexities in
differentiating production standards solely for CBAM
countries, suggesting that the overarching drive
towards lower emissions, as reflected in Trinidad and
Tobago’s NDCs influenced by global climate policies
including CBAMs, will likely necessitate broader
changes across the sector.

This impact is further highlighted in Table 3, where
fertilisers (5.46%) and inorganic chemicals (2.88%)
represent the largest share of CBAM-exposed
commodities to the UK. Beyond these directly impacted
sectors, mineral fuels and oils (30.24%), the country’s
largest export sector, along with organic chemicals
(20.56%), face potential risks due to their carbon-
intensive production and the possibility of future CBAM
expansion. This combination of present and potential
CBAM exposure across a portion of Trinidad and
Tobago’s key exports creates a threat to the nation’s
export competitiveness and overall economic stability.
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Table 2: Trinidad top 10 HS2 exports, 2023

Exports (HS code) uUss$ Share %
27: Mineral fuels, mineral oils and products of their distillation; 2,287,547,895 30.24
bituminous substances; mineral waxes
29: Organic chemicals 1,555,068,617 20.56
28: Inorganic chemicals; organic and inorganic compounds of precious 1,430,684,969 18.91
metals; of rare earth metals, of radio-active elements and of isotopes’
72: Iron and steel 713,925,096 9.44
31: Fertilisers? 365,226,582 4.83
22: Beverages, spirits and vinegar 134,967,439 1.78
19: Preparations of cereals, flour, starch or milk; pastry cooks’ products 120,582,872 1.59
84: Nuclear reactors, boilers, machinery and mechanical appliances; 105,774,870 1.40
parts thereof
48: Paper and paperboard; articles of paper pulp, of paper or 86,092,661 114
paperboard
21: Miscellaneous edible preparations 79,924,729 1.06
Total Exports 7,564,055,721
Source: Authors’ compilation based on UNCTAD Comtrade data.
Table 3: Share of CBAM exposed exports to the UK, 2023
HS CODE Description Us$ Share % EU US$ EU Share %
25 Salt; sulphur; earths, stone; 796 0.01 211,736 2.66
plastering materials, lime and
cement
28 Inorganic chemicals; organic 43,196,053 2.88 310,029,432 21.67
and inorganic compounds
of precious metals; of rare
earth metals, of radio-active
elements and of isotopes?
31 Fertilisers? 19,994,123 5.46 103,687,826 28.39
72 Iron and steel 8 0.00 285,570 0.04
73 Iron or steel articles 478,070 0.98 487,827 1.00
76 Aluminium and articles thereof 4221 0.06 43,617 0.62

Source: Authors’ compilation based on UNCTAD Comtrade data.

2 Data at the HS6 and HS8 levels are not available. However, data is available for HS 2814, which falls under the UK CBAM scope and accounted for 98.9% of HS28
total exports in 2023. It is important to note that the share of exposed exports to the UK for HS2814 roughly accounted for approximately 100% of total HS28
exports to the UK in 2023.

3 Again, even though we chose to use HS2 data due to data availability, data which is available for HSS3102 accounted for approximately 100% of total HS31 global
and UK exports in 2023.
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Analysis of Trinidad and Tobago’s exports to the UK reveals a fluctuating trade relationship
making the country vulnerable to UK CBAM. Figure 1 illustrates the past decade’s export values,
showing a peak of approximately US$430 million in 2013 followed by a decline, likely driven

by declining commodity prices and demand shifts. Post pandemic period in 2020 into 2021,
exports to the UK returned to 2016 and 2017 levels highlighting a resurgence in trade to the UK. A
significant share of the exports to the UK, totalling roughly 56.3% falls under the UK CBAM scope.
Table 4 reinforces the fact that UK has consistently been a major trading partner of Trinidad and
Tobago. The UK remains a key destination for Trinidad and Tobago’s carbon-intensive exports,
making them susceptible to the CBAM’s potential impact on competitiveness.

Figure 1: Trinidad and Tobago’s exports to the UK (US$ million)
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350
300
250
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10829 1°2° 10687 108.89 113.09
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Source: Authors’ compilation based on survey data collected.
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Table 4: Exports to UK Rank and share of overall exports

SHARE OF TOTAL

YEAR EXPORTS RANK
2013 2.31% 10
2014 1.29% 13
2015 1.89% 12
2016 1.48% 14
2017 1.32% 19
2018 1.11% 23
2019 1.24% 19
2020 1.97% 1
2021 0.66% 26
2022 1.41% 18

Source: Authors’ compilation based on UNCTAD Comtrade data.
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5. Navigating UK CBAM:
Stakeholder Perspectives,
Gaps, and Recommendations

This section analyses Trinidad and Tobago stakeholder perspectives on the UK CBAM, revealing
a complex mix of awareness, impact perceptions, and support needs. The findings highlight key
challenges and opportunities for the nation’s low-carbon transition, emphasising critical gaps
and collaborative strategies for effective CBAM navigation.

5.1. Knowledge Deficit: Limited Familiarity with UK CBAM Specifics

A knowledge gap among energy sector stakeholders exists regarding the UK CBAM. While
71.4% of stakeholders reported unfamiliarity with the UK-specific mechanism, this figure was
significantly lower (28.6%) for CBAM in general (Figures 3 and 4). This disparity indicates a
general understanding of BCAs, but a distinct lack of comprehension regarding the UK’s policy
nuances. This knowledge deficit poses a challenge, hindering informed decision-making and
proactive strategies to minimise negative impacts.

Figure 3: Familiarity with CBAMs

Very Familiar 28.6

Somewhat Familiar 42.9

Not Familiar

)
©
[e)]

Percentage (%)

Source: Authors’ compilation based on survey data collected.

Figure 4: Familiarity with UK CBAM

Very Familiar 0

Somewhat Familiar 28.6

Not Familiar 714

Percentage (%)

Source: Authors’ compilation based on survey data collected.
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5.2. Perceived Economic Impacts: Balancing Concerns and Uncertainty

Stakeholders expressed varied perceptions of the UK CBAM’s economic impacts. Dominant
concerns included increased export costs to the UK (42.9%) and the necessity for significant
investments in emissions reduction technologies (571%) (Figure 5). These responses highlight

an awareness of direct economic implications and the required shift to cleaner production.
However, the mixed responses also suggest uncertainty about the full extent of the impacts, likely
stemming from limited UK CBAM-specific knowledge.

Figure 5: Potential Impact of UK CBAM on firm operations

Increased costs of exporting to the UK _ 42.9
Reduced competitiveness in the UK market _ 28.6
Decreased export volumes to the UK _ 28.6
Need for investment in emissions reduction technologies _ 57.1
Need for changes in production process _ 28.6
No significant impact anticipated _ 14.3
Reduced funding for CSOs _ 143

New trade barrier given different requirements than EU CBAM _ 14.3

Percentage (%)

Source: Authors’ compilation based on survey data collected.

5.3. Investment Hesitancy: Uncertainty and the Need for Policy Clarity

71.4% of stakeholders reported uncertainty regarding the UK CBAM’s impact on investment
decisions (Figure 6). This uncertainty creates investment hesitancy, potentially delaying crucial
emissions reduction and measures to reduce negative impacts. This underscores the need for
clear policy guidance and information dissemination to foster investor confidence.

Figure 6: UK CBAM and firm investment decision

0%

B Yes, we will likely invest in emissions
reduction technologies.

B Yes, we will likely explore
alternative export markets.

M Yes, we will likely reconsider our
export strategy to the UK.

B No, we do not anticipate significant
changes to our investment
decisions.

® Unsure

Source: Authors’ compilation based on survey data collected.
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5.4. Compliance Challenges: Perceived Complexity of UK CBAM Procedures

Stakeholders perceived UK CBAM’s administrative and compliance procedures as complex, with
28.6% reporting “Very complex” and 57.1% “Somewhat complex” (Figure 7). This perception, likely
stemming from emissions reporting and verification requirements, suggests potential increases in
compliance costs, administrative inefficiencies, and trade barriers.

Figure 7: Complexity of administrative burdens and compliance procedures of UK CBAM

Unsure 14.3

Very complex 28.6

Somewhat complex 57.1

Not very complex

o O |

Not at all complex
Percentage (%)

Source: Authors’ compilation based on survey data collected.

5.5. International Support is Essential

Stakeholders unanimously identified three critical areas for international cooperation and support:
capacity-building programmes for businesses, technical assistance for emissions measurement
and reporting, and financial assistance for technology upgrades (Figure 8). This highlights the
necessity of external assistance in navigating UK CBAM challenges. This consensus likely reflects
the limited financial and technological resources available for decarbonisation efforts within
Trinidad and Tobago. The need for the Harmonization of CBAM methodologies internationally was
also given considerable support (71.4%).

Figure 8: International Cooperation and support most helpful for Trinidad and Tobago

Financial assistance for technology upgrades 100

Technical assistance for emissions measurement and reporting 100

Negotiations for preferential treatment or exemptions 57.1

Capacity building programs for businesses 100

Harmonization of CBAM methodologies internationally 71.4

Percentage (%)

Source: Authors’ compilation based on survey data collected.
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5.6. Addressing Operational Gaps: Private Sector Readiness for UK CBAM

Workshop discussions indicated that a key area for attention in preparing the private sector for
the UK CBAM in Trinidad and Tobago lies in strengthening capabilities related to the MRV of
carbon emissions. Addressing this foundational aspect is considered important for facilitating
effective compliance and may benefit from focused capacity building initiatives, encompassing
training, potential capital investment, and financial support. Furthermore, the discussions
highlighted that enhanced clarity regarding the specifics of the UK CBAM and ETS policies
would be beneficial for enabling well-informed decision-making by stakeholders. To support a
smooth transition and ensure effective compliance, the development of institutional capacities
was identified as a valuable undertaking. This could include the strengthening of internal
organizational structures, the cultivation of technical expertise in MRV practices, the adoption of
renewable energy sources, and the implementation of energy-efficient technologies.

Government representatives conveyed that the development of a robust MRV framework is a
priority and is nearing completion. Beyond the technical and regulatory dimensions, stakeholders
underscored the significance of ensuring a just transition, with careful consideration given to

the potential social and economic implications of CBAM. Government representatives reiterated
their commitment to developing a comprehensive framework for a just transition. Stakeholders
expressed a shared interest in both the Government of Trinidad and Tobago and the Government
of the UK fostering supportive regulatory environments, providing clear and accessible guidance,
and facilitating access to necessary financing mechanisms.

5.7. Governmental Partnership: Expectations and Scepticism in Emissions Reduction
Stakeholder feedback from the workshop revealed a spectrum of perspectives regarding the
anticipated roles of both the Government of Trinidad and Tobago and the Government of the
United Kingdom in supporting emissions reduction within the framework of the UK CBAM.

The private sector articulated a desire for the Government of Trinidad and Tobago to actively
advance progress through the implementation of policies that incentivize carbon reduction,
strategic investments in capacity building initiatives, the establishment of transparent regulatory
frameworks, and the demonstration of strong governmental leadership.

It was also noted that some industry and civil society representatives expressed a degree of
caution, suggesting that on-going efforts to build confidence and trust may be valuable. In

this context, it is important to acknowledge the initial steps undertaken by the Government of
Trinidad and Tobago in areas relevant to the carbon market, including the development of MRV
systems for greenhouse gas emissions and the on-going formulation of a Just Transition Policy
aimed at promoting an equitable transition towards a lower-carbon economy.

Conversely, stakeholders generally expressed an expectation that the UK government would
provide clear and accessible guidance, offer relevant technical assistance and financial incentives,
and facilitate opportunities for knowledge sharing. Collaborative endeavours between both
governments were identified as important for the effective implementation of the UK CBAM.
Participants suggested the value of the Government of Trinidad and Tobago developing a
comprehensive national strategy, complemented by the provision of well-defined policies and
supportive measures from the UK government.
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5.8. Strategic Revenue Reinvestment: Optimising Carbon Pricing for Positive Outcomes
Stakeholders acknowledged the potential for revenues generated from carbon pricing mechanisms
under the UK CBAM to contribute to positive outcomes. While noting existing perspectives
regarding the management of such revenues by the Government of Trinidad and Tobago, they
advocated for the strategic reinvestment of these funds to foster synergies between environmental
sustainability and economic development. Potential areas for consideration included environmental
restoration initiatives, the promotion of technological advancement, enhancements in energy
efficiency, the expansion of renewable energy capacity, and investments in skills development.

Stakeholders encouraged the government to establish transparent and well-defined mechanisms
for revenue reinvestment, prioritize sustainability objectives, and ensure clear and proactive
communication regarding the allocation and impact of these funds. Simultaneously, there was
an expectation that the UK government would provide clear guidance and supportive measures
to facilitate the adoption of CBAM requirements. Collaborative engagement between both
governments was deemed important for ensuring a smooth and equitable transition, taking into
account the specific challenges and circumstances faced by companies in Trinidad and Tobago.

5.9. Implementation Barriers: Overcoming Challenges in Carbon Pricing and Emissions Reduction
Stakeholder feedback highlighted a range of perspectives and considerations regarding the role

of the Government of Trinidad and Tobago in facilitating emissions reduction, which could present
areas for attention in the implementation of carbon pricing mechanisms. The private sector
expressed a desire for the government to actively incentivize emissions reduction initiatives, invest
in capacity building programs, ensure clarity in regulatory frameworks, and demonstrate proactive
leadership in this area.

It was also noted that a degree of uncertainty exists within the private sector, which may influence
the level of engagement. Key areas identified for consideration include fostering greater trust
between stakeholders, ensuring the effective implementation of policies, supporting capacity
development across relevant sectors, incentivizing the adoption of sustainable practices, and
demonstrating consistent and proactive leadership. Addressing these aspects through transparent
communication and a clear commitment to environmental sustainability may be valuable in building
confidence and facilitating effective participation. Successfully navigating these considerations is
viewed as important for the effective implementation of the UK CBAM.
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6. Conclusion and Policy
Recommendations

This research has provided a comprehensive analysis of the
potential economic impacts of the UK CBAM on Trinidad
and Tobago, situated within the broader global trend of
implementing BCAs. The study underscores the significant
economic vulnerabilities faced by Trinidad and Tobago, a
SIDS with a substantial reliance on carbon-intensive exports
that fall directly within the scope of these emerging trade
mechanisms. A detailed comparative analysis of the design
and implementation features of both the UK and EU CBAMs
has revealed critical distinctions, highlighting the necessity
for Trinidad and Tobago to develop tailored and nuanced
response strategies.

The key findings of this research illuminate several critical areas:

e Economic Exposure Assessment: The exposed trade
sectors brought about by the UK CBAM accounted
for 0.84% of total exports, 56.3% of total exports to
the UK and 9.39% of total exposed sectors exports for
the year 2023. The two major exposed sectors being
HS28 inorganic chemicals which accounts for 2.88% of
total HS28 exports and HS31 fertilisers which accounts
for 5.46% of total HS28 exports respectively of total
exposed exports under the UK CBAM. Furthermore, the
nation’s largest export sectors, mineral fuels and oils
(30.24%), alongside organic chemicals (20.56%), may
face potential future inclusion or indirect effects due
to the carbon intensity of their production processes.
This level of exposure warrants careful consideration
regarding the competitiveness of Trinidad and Tobago’s
exports to the UK and potential impacts on broader
economic resilience.

¢ Understanding and Addressing Information Needs:
Stakeholder engagements in Trinidad and Tobago have
revealed a potential need for enhanced understanding
regarding the specific operational details of the UK
CBAM, building upon the existing general awareness of
BCAs. Addressing this information gap could facilitate
greater clarity among businesses concerning potential
economic impacts and inform their strategic decisions

related to emissions reduction and adaptation measures.

The study
underscores

the significant
economic
vulnerabilities
faced by Trinidad
and Tobago,

a SIDS with

a substantial
reliance on
carbon-intensive
exports that fall
directly within the
scope of these
emerging trade
mechanisms.
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¢ Potential Implications for Tax Liabilities: The implementation of the UK CBAM, with
its methodology for calculating embedded emissions (through verification or default
values), suggests that Trinidad and Tobago’s exporters to the UK may encounter increased
tax obligations. This is particularly relevant given current challenges in comprehensive
emissions reporting and the potential for default values to influence the perceived carbon
intensity of production.

e Addressing Foundational Operational Capacities: A key operational consideration within
Trinidad and Tobago’s private sector is the identified need for strengthening systems for
the measurement, quantification, and monitoring of carbon emissions. Addressing this
foundational gap is crucial for enabling exporting industries to accurately report their
emissions data, which is essential for CBAM compliance and for potentially demonstrating
lower carbon intensity compared to default values.

 Exploring Opportunities for International Collaboration: Stakeholders in Trinidad and
Tobago have consistently highlighted the importance of international cooperation
and support in effectively addressing the challenges presented by the UK CBAM. This
includes exploring avenues for financial assistance to support technology upgrades and
decarbonisation initiatives, technical assistance for developing robust MRV systems and
understanding compliance requirements, and clear policy guidance from international
bodies and the UK government.

e Fostering a Supportive Governmental Environment: While stakeholders anticipate
proactive engagement from the Government of Trinidad and Tobago in facilitating the
nation’s transition towards lower emissions, there is a prevailing sentiment regarding
the need for demonstrable progress and capacity building to effectively address these
challenges. This underscores the importance of building confidence and demonstrating
tangible actions.

e Considering Strategic Revenue Management: Despite existing perspectives on
governmental management, stakeholders acknowledge the potential for revenues
generated from any future domestic carbon pricing mechanisms or international support
to be strategically reinvested in initiatives that support both environmental sustainability
and economic diversification. However, transparent and clearly defined mechanisms for
such reinvestment are considered essential.

Based on these findings, the following policy recommendations are proposed to equip
policymakers and industry leaders in Trinidad and Tobago with actionable strategies to mitigate
the potential negative impacts of the UK CBAM and foster a sustainable economic transition:

e Strategic and Targeted Decarbonisation Investments: The government should prioritise
and incentivise strategic investments in cleaner production technologies and renewable
energy sources within key export industries. This should involve:

* Developing targeted financial incentives: Offering grants, tax breaks, and low-
interest loans specifically for investments in energy efficiency, renewable energy
adoption (e.g., solar, wind for industrial power), and carbon capture and storage
technologies relevant to the fertiliser, chemical, and steel sectors.
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¢ Facilitating technology transfer partnerships: Actively seeking collaborations
with international technology providers and developed countries to facilitate the
transfer of cutting-edge low-carbon technologies and the necessary expertise.

e Actively pursuing climate finance: Developing robust project proposals and
engaging with international climate finance mechanisms (e.g., Green Climate Fund)
to secure funding for decarbonisation initiatives.

Urgent Development of Enhanced MRV Systems: The government must urgently prioritise
the development and implementation of robust, accurate, and internationally recognised
national systems for carbon emissions measurement, quantification, and reporting. This
requires:

» Establishing clear regulatory frameworks: Defining mandatory reporting
requirements for key export sectors, outlining methodologies for calculating direct
and indirect emissions in line with international standards (e.g., greenhouse gas
Protocol), and establishing clear timelines for implementation.

¢ Investing in national MRV infrastructure: Providing funding and technical support
for the development of national databases, training programs for industry
personnel on emissions accounting, and potentially establishing a national
accreditation body for emissions verifiers.

e Fostering close collaboration with industry: Engaging directly with exporting
companies to understand their specific needs and challenges in emissions
monitoring and tailoring the MRV system to be practical and effective.

Proactive Diversification of Export Markets for sectors directly affected like fertilizers
and metals and Products: To reduce reliance on the UK market and enhance economic
resilience against CBAM-related risks, Trinidad and Tobago should actively pursue and
develop alternative export markets and low carbon exports. This includes:

e Conducting thorough market research: Identifying and analysing potential growth
markets and products in regions with less stringent carbon regulations or those
actively seeking diversified supply chains.

e Strengthening trade relationships: Engaging in diplomatic efforts and negotiating
trade agreements with target markets.

e Providing export promotion support: Offering financial and logistical assistance to
local businesses seeking to enter new markets and products.

Active Advocacy for CBAM Harmonisation: The government should actively engage in
international forums and dialogues to advocate for the harmonisation of CBAM design
features across different jurisdictions (e.g., UK, EU, potential future BCASs). Trinidad and
Tobago should collaborate with other developing nations, forming alliances to amplify
the concerns and needs of developing countries in the design of BCAs. This would reduce
administrative burdens, streamlining compliance processes for exporters facing multiple
CBAM regimes. It will also promote a level playing field, ensuring that different BCAs do
not create unnecessary trade distortions.
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Proactive Policy Advocacy and International Cooperation: Trinidad and Tobago must
actively engage in international climate policy discussions to advocate for equitable BCA
implementation that considers the specific circumstances and developmental needs of
developing countries. This includes:

¢ Seeking technical and financial assistance: Actively engaging with developed
countries and international organisations to secure support for capacity building,
technology transfer, and financial aid to facilitate the transition to a lower-carbon
economy.

e Advocating for differentiated treatment: Arguing for mechanisms within BCAs
that recognise the principle of CBDR and potentially offer exemptions or phased
implementation for developing countries with limited decarbonisation capacity.

e Building strategic alliances: Collaborating with other vulnerable nations to present
a unified voice in international negotiations.

Development and Implementation of Targeted Capacity Building and Training Programs:
To address the identified knowledge deficit and equip the private sector for UK CBAM
compliance, the government, in collaboration with industry associations, should develop
and implement focused training programs. These programs should:

e Provide comprehensive information on the UK CBAM: Covering its design features,
compliance requirements, reporting obligations, and timelines.

e Offer practical training on emissions measurement and reporting: Equipping
industry personnel with the necessary skills and knowledge to accurately quantify
and report their carbon emissions.

* Facilitate knowledge sharing and best practices: Creating platforms for businesses
to share experiences and learn from international best practices in CBAM
compliance and emissions reduction.

Comprehensive Feasibility Assessment of National Carbon Pricing Policies: The
government should undertake a thorough feasibility study to explore the potential
implementation of domestic carbon pricing mechanisms. This assessment should consider:

* The potential economic impacts: Analysing the effects on different sectors and the
overall competitiveness of the economy.

e The design options: Evaluating different carbon pricing instruments (e.g., carbon
tax, emissions trading scheme) and their suitability for the Trinidad and Tobago
context.

* The potential for revenue generation and reinvestment: Identifying how revenues
could be strategically reinvested to support decarbonisation efforts, enhance
energy efficiency, and promote a just transition.

Establishment of Continuous Impact Assessment and Monitoring Mechanisms: The
government should establish a robust system for the ongoing monitoring and assessment
of the UK CBAM'’s actual impact on Trinidad and Tobago’s economy, particularly its export
sectors. This will allow for:
e Early identification of negative impacts: Enabling timely policy interventions and
adjustments.
e Data-driven policy adjustments: Ensuring that responses are informed by real-
world outcomes.



¢ Regular stakeholder consultations: Maintaining an open dialogue with the private
sector to understand evolving challenges and adapt strategies accordingly.

e Strengthened and Proactive Dialogue with the UK Government: The government should
initiate and intensify direct dialogue with the UK government to explore potential support
mechanisms and cooperative strategies for mitigating the impact of the UK CBAM. This
engagement should focus on:

e Seeking technical assistance: Requesting UK expertise in establishing MRV systems
and understanding CBAM compliance.

e Exploring financial support: Investigating potential access to UK funding or
development assistance for decarbonisation projects.

* Advocating for specific considerations: Presenting the unique challenges faced by
Trinidad and Tobago as a SIDS with a high reliance on carbon-intensive exports.

By pursuing these policy recommendations, informed by the analysis and the valuable
perspectives of stakeholders within Trinidad and Tobago, the nation can enhance its capacity

to navigate the complex challenges posed by the UK CBAM and other evolving carbon-related
trade policies. This proactive and strategic approach will be crucial in safeguarding Trinidad and
Tobago’s economic stability, fostering a just and sustainable development pathway, and ensuring
its competitiveness in an increasingly carbon-conscious global landscape.

It is important to contextualize the findings of this study within its inherent limitations. Firstly,

the conclusions are predicated on the current, preliminary design of the UK CBAM. Given that
this policy is still undergoing consultation and may be subject to future revisions, the long-

term precision of these findings carries a degree of uncertainty. Secondly, while the collection

of stakeholder feedback through a survey and workshop provided valuable initial insights, the
representativeness of these conclusions across the broader industry, as well as government

and civil society in Trinidad and Tobago, remains preliminary. Furthermore, the insights derived
from stakeholder engagement are naturally shaped by the perspectives of the participating
individuals and organizations and may not fully encapsulate the diverse viewpoints of all affected
stakeholders within Trinidad and Tobago. The study primarily concentrated on the direct impacts
of the UK CBAM on the currently in-scope export sectors and may not fully account for the wider
cascading indirect impacts on interconnected industries or the broader Trinidad and Tobago
economy. Lastly, the study’s scope was also influenced by budgetary and time constraints,
potentially limiting the depth and breadth of the analysis.

To overcome these limitations and foster a more comprehensive understanding of the UK CBAM’s
implications for Trinidad and Tobago, several avenues for future research warrant consideration.
Expanded stakeholder engagement, employing a mixed-methods approach, could yield a more
representative spectrum of perspectives. An economy-wide modeling study would enable the
analysis of both direct and indirect effects across various sectors. Detailed sectoral case studies
could offer granular insights into the specific challenges and opportunities facing vulnerable
industries. A longitudinal impact assessment, conducted following the CBAM’s implementation,
would provide empirical data on the actual economic consequences. Finally, a detailed feasibility
study on domestic carbon pricing mechanisms would serve as a crucial step in informing national
policy responses.
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Appendix

Questionnaire for Study on the Impact of the UK’s CBAM on Trinidad and Tobago (firm data)

Section 1: Respondent Information

1. What is your assigned role in the organisation?
(e.g., CEO, CFO, Operations Manager, etc.)

2. What is your organisation’s primary industry or sector?
(e.g., Ammonia production, Methanol export, Fertiliser manufacturing, LNG)

3. What is the approximate size of your organisation (number of employees)?

4. Does your organisation currently export goods to the UK? If so, what products?

5. What percentage of your organisation’s exports are destined for the UK market?

Section 2: Understanding of BCAs

1. How familiar are you with the concept of Carbon Border Adjustments Mechanisms (CBAMs) ?
a  Very familiar
d Somewhat familiar
d Not familiar

2. How familiar are you with UK CBAM specifically?
[  Very familiar
O Somewhat familiar
d Not familiar

3. Where did you primarily obtain information about CBAMs or the UK CBAM?
(Select all that apply)

Industry associations

Government publications

News media

Academic research

Consultants/advisors

Other (please specify)

oodood
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Section 3: Economic impact

1. How do you perceive the potential impact of the UK CBAM on your organisation’s
operations? (Select all that apply)

oo odod

Increased costs of exporting to the UK

Reduced competitiveness in the UK market

Decreased export volumes to the UK

Need for investment in emissions reduction technologies
Need for changes in production processes

No significant impact anticipated

Other (please specify)

2. In your opinion, will the UK CBAM affect the demand for your products in the UK? If yes,
please elaborate on how demand might change (e.g,, reduced demand due to higher prices,
shift to lower-carbon alternatives).

3. Will the UK CBAM impact your organisation’s investment decisions?

Udoodd

Yes, we will likely invest in emissions reduction technologies.

Yes, we will likely explore alternative export markets.

Yes, we will likely reconsider our export strategy to the UK.

No, we do not anticipate significant changes to our investment decisions.
Unsure

4. Which strategies is your organisation considering to mitigate any potential trade impact of
the UK CBAM? (Select all that apply)

a

oo odno

Investing in clean technologies

(specify type if possible: e.g., carbon capture, renewable energy)
Improving energy efficiency

Lobbying for policy changes (e.g., for exemptions or support)
Diversifying export markets

Seeking carbon offsetting mechanisms

Passing on costs to consumers

Other (please specify)

5. What specific challenges do you foresee in complying with the UK CBAM’s regulations and
reporting requirements? (Consider data collection, verification, calculation methodologies,
etc.)
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6. What are the potential opportunities, if any, that the UK CBAM could present for your
organisation? (e.g., first-mover advantage with low-carbon products, new market segments)

7. How do you anticipate the UK CBAM affecting your organisation’s pricing strategy for
exports to the UK?

Section 4: Administrative burdens and compliance

1. How complex do you perceive the administrative burdens and compliance procedures
associated with the UK CBAM to be?

Very complex

Somewhat complex

Not very complex

Not at all complex

Unsure

Uodood

2. Would you expect the administrative burden of the UK CBAM to be similar or greater than
that of the EU CBAM?

Similar

Greater

Smaller

Unsure

Not familiar with the EU CBAM

Uodood

3. What specific challenges do you anticipate in complying with these regulations?
(e.g., data collection, verification, reporting)

4. How will these compliance costs impact your organisation’s profitability and
competitiveness? (Provide estimates if possible)
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Section 5: International Cooperation and Support

1. What forms of international cooperation or support would be most helpful to Trinidad and
Tobago in addressing the challenges posed by the UK CBAM? (Select all that apply)
¢ Financial assistance for technology upgrades
e Technical assistance for emissions measurement and reporting
* Negotiations for preferential treatment or exemptions
e Capacity building programs for businesses
¢ Harmonisation of CBAM methodologies internationally
e« Other (please specify)

2. Specifically, what role could the UK play in providing this support?

Section 6: Additional Comments

Please feel free to provide any additional comments or suggestions regarding the UK CBAM and
its potential impact on Trinidad and Tobago’s energy sector.
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Questionnaire for Workshop on the Impact of the UK’s CBAM on Trinidad and Tobago

What Gaps may private sector companies need to fill to effectively accelerate their
emissions reductions under CBAM?

2. What role does the government play in supporting and facilitating emissions reduction?

3. What measures, if any, is the government currently considering to address the potential
impacts of the UK CBAM?

4. Do you believe existing government policies and strategies are sufficient to mitigate the
negative effects of the UK CBAM?

5. What specific actions could the government take to support businesses in adapting to the
UK CBAM? (e.g., technical assistance, financial support, capacity building)

6. Once a domestic carbon price is implemented, what potential areas or initiatives could
benefit from this funding for positive outcomes? Give examples of such outcomes.

7. What challenges may arise in pursuing implementation of carbon pricing and emissions
reduction in Trinidad and Tobago?

8. What expectations does the private sector have of the government to promote and support
emissions reductions efforts in anticipation if CBAM?

9. What role do you see for international cooperation in helping Trinidad and Tobago address
the challenges posed by BCAs?

10. What kind of support from the UK government would be most beneficial in helping Trinidad
and Tobago adapt to the UK CBAM? (e.g., technical assistance, financial aid, capacity
building).

Footnotes

1 Data at the HS6 and HS8 levels are not available. However, data is available for HS 2814, which falls under the UK
CBAM scope and accounted for 98.9% of HS28 total exports in 2023. It is important to note that the share of
exposed exports to the UK for HS2814 roughly accounted for approximately 100% of total HS28 exports to the UK
in 2023.

2 Again, even though we chose to use HS2 data due to data availability, data which is available for HSS3102

accounted for approximately 100% of total HS31 global and UK exports in 2023.
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