BCA pushes over the edge – leads to increased tensions and trade war with China
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However, the foreign policy responses to a carbon border adjustment mechanism need not be accommodating. Not all governments abroad will be sanguine about the threat of foreign tariffs; 16 for example, China, India, Indonesia, and Thailand have suggested that they will oppose carbon border adjustment mechanisms on the grounds that they are protectionist and discriminatory (Böhringer et al. 2022). If some countries launch retaliatory actions in response, this risks a trade war of escalating tariffs, reducing the gains from trade on both sides and harming international cooperative efforts on both climate and other areas of joint concern. Given the many agenda items requiring international cooperation (including security, public health, and tax competition), the downsides of additional trade frictions are substantial, especially at a time when the international trading system is already under strain.
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