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Article:

Budget 2023-24: smokers hit with HK$12 hike a pack but Hong Kong still
trails others in region in taxing tobacco

A convenience store signals the immediate increase in the cost of cigarettes to customers. Photo: May Tse

Smokers in Hong Kong must pay HK$12 (US$1.53) more for a pack of cigarettes after the
finance chief upped the tax on tobacco on Wednesday in a move designed to cut the number of
smokers by 100,000 in the next three years and also boost the government’s coffers.

The 31 per cent tax hike pushed the average cost of a pack of cigarettes to HK$73.75, and some
convenience stores raised the retail price immediately.

“Increasing tobacco duty is recognised internationally as the most effective means to reduce
tobacco use,” Financial Secretary Paul Chan Mo-po said in his budget speech. “A rise in
cigarette price will increase the incentive of smokers to reduce or quit smoking.”
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A store sign alerts customers to the immediate HK$12 increase in the cost of cigarettes announced in the
budget. Photo: May Tse

The minister sought to assure the public the government had carefully considered the impact of
the higher price on less well-off smokers.

“With inflation and other factors, [previous tax rates’] effectiveness in encouraging the people to
smoke less or quit smoking has faded out gradually, so we are increasing by 30 per cent this
time,” he said at a press conference.

The government estimated the price increase would bring in an extra HK$1 billion a year in
revenue.

Making smoking more expensive was part of the government’s public health measures unveiled
in the budget.

Chan also announced an additional HK$500 million in funding for the Chinese Medicine
Development Fund for training and research, and more than HK$3 billion for two schemes,
including the care of patients with chronic diseases under the new primary healthcare blueprint.

The prevalence of smoking has dropped steadily over the decades, going from 23.3 per cent of
the population in 1982 to 9.5 per cent at present.
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With the new measure, authorities hoped to bring the figure down to 7.8 per cent by 2025, or
reduce the number of smokers from about 580,000 to 480,000, a government source said.

Taxes account for 68 per cent of the total price of a pack of cigarettes after the increase, up from
62 per cent. But the proportion is still lower than the 75 per cent rate recommended by the World
Health Organization (WHO).

By comparison, tax makes up 67.1 per cent of the price of a pack of cigarettes in Singapore, 73.9
per cent in Australia and 82 per cent in New Zealand, according to figures from 2020.

Asked why the authorities were not putting up the rate to 75 per cent, the government insider
said the increase was decided after “considering all factors”, including protection of public
health.

The source said that an increase in tobacco tax had led to more inquiries to the Department of
Health’s smoking cessation hotline in the past. After the tobacco tax was raised by 50 per cent in
2009, calls to the hotline rose by 257 per cent.

The insider said the government would submit a consultation document to the Legislative
Council in the first half of this year to introduce more tobacco control strategies.

Several convenience stores in Causeway Bay put up notices on Wednesday to alert customers to
the cigarette price increase. A shopkeeper told the Post many customers were caught off guard
by the news.

“Many [customers] did not expect the government to increase the tobacco tax as the economy is
still quite weak,” he said.

Yeung Chi, a 51-year-old man who works in the transport industry, said he was surprised by the
increase and would consider quitting or smoking less.

“It’s quite expensive for me as I buy at least four to five packs of cigarettes every week,” he said.
“I really have to quit if they further raise the price.”

But the owner of a newspaper stall on Percival Street, who gave her surname only as Yeung, said
she doubted the change would have much of an impact on her businesses.

“The business may fluctuate for a short period of time after the policy change, but in the long
term, those who don’t quit still need to buy cigarettes,” she said.

4



The Council on Smoking and Health and the nursing school at the University of Hong Kong
(HKU) welcomed the latest move.

The school appealed to Chan to make it policy to have an annual increase in tobacco tax and to
lower the affordability of tobacco products.

HKU Professor Sophia Chan Siu-chee, the city’s former health minister, said the tax increase
was a vital step towards a tobacco endgame, or a decline in the smoking rate to 5 per cent of the
population.
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Budget 2023-24: smokers hit with HK$12 hike a pack but Hong Kong still trails others in

region in taxing tobacco

To reduce the number of smokers and increase government revenue, the Hong Kong finance

chief increased the tax on tobacco by HK$12.1 As cigarettes are demerit goods (goods that are

overproduced and thus overconsumed), spending on cigarettes generates negative externalities of

consumption (costs incurred by third parties when a good/service is consumed), leading to

market failure. Therefore, to prevent an increased social burden and welfare loss, the Hong Kong

government deemed intervention through an indirect tax (taxes on expenditure) on tobacco as

most applicable.

Figure 1. To Show Negative Externality of Consumption of Cigarettes in HK

1 Cheung, Elizabeth, and Emily Hung. "Budget 2023-24: smokers hit with HK$12 hike a pack but Hong Kong still trails others in
region in taxing tobacco." South China Morning Post, 22 Feb. 2023,
www.scmp.com/news/hong-kong/health-environment/article/3211166/budget-2023-24-smokers-hit-hk12-hike-pack-hong-kong-st
ill-trails-others-region-taxing-tobacco?module=perpetual_scroll_0&pgtype=article&campaign=3211166. Accessed 25 May 2023.
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The analysis of Figure 1 commences at point Qopt, the socially optimum level of output. Here,

community surplus is maximized and allocative efficiency is achieved. However, due to

self-interest, individual consumers disregard the full social impact when consuming cigarettes.

This causes a shift from MSB to MPB, moving the equilibrium from eopt to the private

equilibrium of em, where cigarettes are overconsumed as Qm > Qopt. The overconsumption

(difference between MSB and MPB) induces an external cost onto society (third party). This

includes inhaling second-hand smoke from cigarette users, increasing the chance of diseases;

thereby increasing healthcare costs and worsening worker productivity. The outcome is

allocative inefficiency which yields a welfare loss, represented by Area 1. As society suffers

from more cost than benefit (MPB > MSC), government intervention is necessary.

Figure 2. To Show Indirect Tax on Negative Externality of Consumption of Cigarettes in

HK
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The analysis of Figure 2 commences at curve MPC + tax, representing the increased price of

tobacco resulting from the government’s intervention with a “31 % tax hike”.2 By following the

law of demand, the increase in price from Pm to P1 requires consumers to pay more for

cigarettes, leading to decreased quantity demanded from Qm to Q1. Producers, receiving price Pp,

will supply less. Hence, the contraction in quantity demanded and decreased price received by

producers prompts the formation of a new equilibrium at e3. The intervention allows the

misallocation of resources and the external cost of consuming cigarettes to be mitigated as shown

by the decreased welfare loss from Area 3 to Area 1. However, to determine whether “increasing

tobacco duty is [...] effective [...] in reducing tobacco use”,3 one must acknowledge that the

government’s decision to intervene has various advantages and disadvantages for stakeholders

in the short- and long-run.

Consumers suffer more than they benefit from the taxation on tobacco. Taxes are regressive and

thus widen income inequality. As taxes take proportionately more of the poor’s income than they

do of the rich, the poor will be burdened more heavily as they are unable to afford the higher

price of Pm in Figure 2. Secondly, since the demand for cigarettes is price inelastic, producers

can push the tax burden onto consumers as seen with consumer tax burden Area 4 being greater

than producers Area 5. Consequently, consumers must bear the brunt of the tax. However, in the

long-run, consumers will benefit from the intervention because declined cigarette consumption

improves health and quality of life.

Producers and workers predominately suffer from the indirect tax. Producer revenue falls from,

in Figure 2, PmxQm to PpxQ1. Advantageously, however, due to the addictive nature of cigarettes,

shopowner Yeung believes the intervention will only fluctuate businesses in the short-run, but in

the long-term, “those who don’t quit still need to buy cigarettes”.4 This implies that producers

will eventually recover from a fall in revenue. Furthermore, with producers supplying less at Q1

than at Qm, the size of the workforce may be reduced to remain profitable. As workers at

cigarette companies are manufacturing workers with an assumably low skill set, these workers

cannot easily find other jobs, leading to structural unemployment.

4 Ibid.
3 Ibid.
2 Ibid.
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The Hong Kong government successfully intervened by taxing tobacco “to cut the number of

smokers [...] and [...] [to] boost the government’s coffers.”5 Since 1982, tobacco taxes have

dropped the prevalence of smoking by 13.8 %6 and, since a tax in 2009, led to 257 %7 more

inquiries to the “smoking cessation hotline”.8 Seemingly, this intervention will reduce cigarette

consumption; Yeung Chi, a smoker, “said he [...] would consider quitting or smoking less”.9

Moreover, the tax revenue, shown by Area 6 in Figure 2, will bring an estimated “HK$1 billion a

year in revenue”, allowing the government to subsidize and/or provide merit goods such as

“HK$500 million” for the “Chinese Medicine Development Fund”.10

In evaluation, even though stakeholders suffer more than they benefit, the government’s decision

to intervene is justifiable as cigarette consumption will presumably decline, alleviating the

welfare loss. However, the Hong Kong government has yet to have determined the correct level

of taxation as the externality has not been fully internalized. To fully internalize the external

costs, the Hong Kong government could utilize various interventionist strategies. For example,

by educating the population on the detrimental effects of consuming cigarettes whilst enforcing

stricter legislations and regulations by prohibiting tobacco advertisements and creating

smoke-free areas.

10 Ibid.
9 Ibid.
8 Ibid.
7 Ibid.
6 Ibid.
5 Ibid.
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Article:

Federal Reserve approves another 0.75-point rate hike

Federal Reserve raises rates by 0.75%. In an aggressive effort to curb inflation, the Federal Reserve raised
interest rates once again, despite fears of an economic recession.

The Federal Reserve said Wednesday it was raising its short-term borrowing rate another 0.75%
to slow key areas of the economy and tame inflation, which is at a 40-year high.

The central bank said its new target range is 3.75%-4%, the highest level since January 2008.

The aggressive move is the latest in a string of borrowing cost increases imposed by the Fed in
recent months as it tries to slash price increases by cooling the economy and choking off
demand. The approach, however, risks tipping the U.S. into a recession and putting millions out
of work.

The fourth rate hike of 2022 also arrives less than a week before the midterm elections.
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"Russia's war against Ukraine is causing tremendous human and economic hardship. The war
and related events are creating additional upward pressure on inflation and are weighing on
global economic activity. The Committee is highly attentive to inflation risks," Fed officials said
in a statement. "The Committee anticipates that ongoing increases in the target range will be
appropriate in order to attain a stance of monetary policy that is sufficiently restrictive to return
inflation to 2 percent over time."

Data on consumer prices released last month showed that costs rose 0.4% on a seasonally
adjusted basis in September, defying efforts to bring prices down. Consumer prices overall rose
8.2% over the 12 months ending in September, exceeding economists' predictions.

The Federal Reserve is expected to raise the benchmark interest rate by 0.75%, repeating the
same hike it imposed at each of the last three meetings, according to a Bloomberg survey of
economists. Prior to this year, the Fed last matched a hike of this magnitude in 1994.

Federal Reserve Chair Jerome Powell on several occasions has reiterated the central bank's
commitment to bring inflation down to a target rate of 2%, saying in September the Fed expects
to put forward "ongoing increases" to its benchmark interest rate.

The personal consumption expenditures price index – the inflation measure preferred by the Fed
– stands at a year-over-year growth rate of 5.1%, government data showed last week.

"Powell has been very clear that inflation is unacceptably high and we have to stay the course to
get it down," Anne Villamil, an economist at the University of Iowa, told ABC News. "Markets
have been a little hopeful that we could have a pause – I don't see that happening."

12



Federal Reserve Chair Jerome Powell speaks during a news conference in Washington, D.C., July 27,
2022. Elizabeth Frantz/Reuters, FILE

Despite persistent inflation, growing evidence suggests that the Fed's moves have put the brakes
on some economic activity.

Mortgage rates reached a 20-year high last week, as the U.S. faces an ongoing slowdown in
home sales and housing construction.

Job growth has persisted at a strong rate but has shown signs of moderating.

U.S. employers added 263,000 jobs in September and the unemployment rate fell slightly to
3.5% from 3.7%, exceeding expectations and demonstrating the continued strength of the labor
market.

But the total came in well below the typical jobs added over a given month in 2022. Monthly job
growth has averaged 420,000 so far this year versus 562,000 per month in 2021, according to the
Department of Labor.
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Meanwhile, hires and quits fell slightly in September, suggesting that the demand for labor from
employers has begun to ebb, government data released on Tuesday showed. The number of job
openings, however, increased in September, a sign that the need for workers remains robust.

While some data points to an economic slowdown, a government report released last month
showed significant economic growth over three months ending in September. U.S. gross
domestic product grew 2.6% over that period; by contrast, economic activity shrank a combined
2.2% over the first six months of the year.

"We're getting these very conflicting signals," Villamil said. "That's why the Fed has a tough
job."
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Federal Reserve approves another 0.75-point rate hike

To “slow key areas of the economy and to tame inflation”11, the Federal Reserve is raising

interest rates by another 0.75%.12 Monetary policy is a demand-side policy where the economy is

regulated through changes in the money supply or interest rates. However, as the three

macroeconomic objectives of stable inflation, economic growth, and low unemployment are all

interdependent factors, imposing monetary policy will inevitably cause trade-offs. This raises

the question of whether the Fed’s decision to lower inflation is worth trading off lessened

economic growth and higher unemployment.

Figure 1. Contractionary Monetary Policy To Show the Fed Tackling Inflation

The analysis of Figure 1 commences at point a, the long-term equilibrium. There, full

employment level of output exists. However, the Russia-Ukraine war is causing economic

12 Ibid.

11 Zahn, Max. "Federal Reserve approves another 0.75-point rate hike." ABC News, 2 Nov. 2022,
abcnews.go.com/Business/fed-expected-impose-major-rate-hike-intensifying-inflation/story?id=92475766. Accessed 4 Oct.
2023.

15



hardship13 due to higher costs of production which are passed onto consumers in the form of

higher prices which have risen by 8.2% over the last year.14 This causes a decrease in aggregate

supply - a leftward shift from SRAS1 to SRAS2 - and a consequent equilibrium shift from a to c.

This cost-push inflation causes higher inflation15 and a deflationary gap (△=abc) as real GDP in

the USA is falling from Yfe to Y1. As “inflation is unacceptably high”16, the Fed has implemented

contractionary monetary policy by “choking off demand”17 and thus inflation, accepting the

possible interdependent trade-offs. With higher interest rates, consumers save more because

their return on savings is higher. This means they borrow less, reducing the amount consumers

spend. As consumption is a component of the aggregate demand curve, a reduction in

consumption causes a leftward shift in the AD curve, from AD1 to AD2. This moves the

equilibrium from c to d. Despite this causing a decrease in inflation from PL1 to PL2, the

economy shrinks further (Y1 to Y2), and the deflationary gap widens (△=abc to△=fbd).

Even though the Fed ‘successfully’ decreased the average price level, the trade-offs of imposing

contractionary monetary policy need to be considered. Reducing inflation and contracting the

economy underscores the economy’s interdependence since it impacts economic growth and

“risks tipping the U.S. into a recession and putting millions out of work”18 (as PL1 to PL2 and Y1
to Y2 occur simultaneously).

18 Ibid.
17 Ibid.
16 Ibid.
15 Ibid.
14 Ibid.
13 Ibid.
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Figure 2. Phillips Curve To Show the Trade-off Between Inflation and Unemployment

The Phillips curve shows the interdependent relationship between unemployment and inflation.

A negative relationship exists between the two variables, that is, if inflation decreases,

unemployment increases, and vice versa. The analysis of interdependency in Figure 2

commences at point a. If the Fed “raise[s] the benchmark interest rate by 0.75%”,19 the economy

moves along the SRPC to point b. As the economy moves along the curve, inflation decreases

from PL1 to PL2 with the trade-off of an increase in unemployment from U1 to U2.

The three macroeconomic objectives of stable inflation, low unemployment, and economic

growth are all interdependent. When one objective is influenced, its independent nature means

that any change initiates many, often unintended, economic consequences for the other

objectives. The Fed, by raising interest rates, has seemingly decided that it prioritizes stable

inflation over the two other macroeconomic objectives. Nevertheless, to determine whether this

19 Ibid.

17



decision was ‘correct’, one must weigh the costs of not achieving each objective and conclude

which has the strongest negative impact.

A fall in economic growth and unemployment carries many costs. Firstly, people lose income

which may cause collateral damage to not only individuals but also their families. Secondly, the

government loses tax revenue. Thirdly, since, during phases of lessened production, low-income

workers with low skill sets lose their jobs whilst higher earners keep theirs, decreased GDP and

unemployment widens income inequality. Finally, a failure to achieve these objectives may also

go beyond economic problems, leading to social issues of increased crime and homelessness.

Inflation may also be extremely costly. Firstly, it may cause the currency to completely lose its

value (the function of money is lost), it negatively impacts the distribution of income (widens

income inequality and causes poverty), and damages export competitiveness.

In evaluation, although all unachieved objectives carry costs, the Fed’s decision to tackle

inflation despite its interdependence was the correct choice. The problem was adequately

resolved because, in the US’s current circumstances, inflation carries the greatest importance as

inflation is at “a 40-year high”20 and “the personal consumption expenditures price index [...]

stands at a year-over-year growth rate of 5.1%”.21 Contrastingly, unemployment and economic

growth are not in alarming conditions as “the unemployment rate fell slightly from 3.5% to

3.7%”,22 “the number of job openings [...] [is] a sign the need for workers remains robust”,23 and

there is “significant economic growth [...] [as] U.S. gross domestic product grew 2.6%”.24

Ultimately, the consequences arising from the objectives’ interdependence are significant yet

inevitable and need to be endured if the Fed wants to minimize the personal, social, and

economic costs the USA incurs.

24 Ibid.
23 Ibid.
22 Ibid.
21 Ibid.
20 Ibid.
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Article:

EU Carbon Border Tariff: A New Way to Tackle “Carbon Leakage” and Protect European
Companies

This is the first time ever that such a mechanism is used to level the playing field of carbon
price for European and non-EU entities, however the ethics of the deal as it could hit
poorer countries hard is called into question

Following a long night of negotiations, a provisional deal on the Carbon Border Adjustment
Mechanism (CBAM) was reached between the EU Council and European Parliament yesterday.

This first-of-its-kind deal, which forms part of a group of measures designed to cut EU emissions
by 55% from 1990 levels by 2030, will impose a carbon tariff on goods imported into the EU,
ensuring that the carbon price of imports is equivalent to that of domestic production.

Since companies within the EU are already required to buy permits from the EU carbon market
to account for their GHG emissions, this legislation will support European industries as they
decarbonise by protecting them from being undercut by companies importing goods from
countries with weaker environmental rules.

The highest polluting products of steel, iron, cement, aluminium, fertilisers, electricity, and
hydrogen will be targeted by this mechanism initially.

Importers of these products will have to declare emissions directly linked to the production
process, and purchase an “emissions certificate” if they exceed EU standards. The cost of this
certificate will vary in relation to the price of CO2 within the EU.

In short, this deal would mean that countries and businesses that are not aligned with the EU’s
climate ambition will either need to invest in cutting their emissions, or pay a potentially heavy
price in exchange for these “CBAM certificates” if they wish to sell their goods within any of the
27 member states.

President of the European Commission, Ursula von der Leyen has described CBAM as “a central
part of our European Green Deal, preventing the risk of carbon leakage.”

This “carbon leakage” occurs when EU companies move carbon-heavy production abroad to
countries with less stringent policies, or when EU products are replaced by more
carbon-intensive imports.
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“It is one of the only mechanisms we have to incentivise our trading partners to decarbonise their
manufacturing industry,” said Mohammed Chahim, EU Parliament’s lead negotiator on the law,
who added that this mechanism is also a strategy for the enforcement of the EU’s “polluter pays”
policy within the industry setting.

However, concerns have been raised regarding how this mechanism could negatively impact a
number of countries already suffering greatly as a consequence of global warming.

Chiara Putaturo, Oxfam EU Tax expert, has referred to this deal as a way of “[passing] the buck
to those least responsible [for climate change] by forcing them to pay a tariff despite being
hardest hit by the climate crisis.”

As a form of reparations for the potentially disastrous implications of CBAM for many non-EU
companies and nations, Oxfam is calling upon the EU to “channel CBAM revenues into
additional climate finance for poor countries” and “provide an exclusion or exception period for
poorer countries.”

There remains time for these alterations to be made, since the deal will undergo a final round of
negotiations this weekend.

Once all aspects have been agreed upon, the European Parliament and Council will have to
formally adopt the regulation before it can enter into force (as happened with the EU Corporate
Sustainability Reporting Directive). Should this run smoothly, the test period for CBAM will
reportedly begin October 2023, with the intention that the measure will be taking full effect in
2026.
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EU Carbon Border Tariff: A New Way to Tackle “Carbon Leakage” and Protect European

Companies

To avoid “carbon leakage” and protect European firms, the European Union (EU) has chosen to

impose a carbon border tariff to “cut EU emissions by 55% from 1990 levels by 2030”.25 Whilst

companies outside of the EU with “weaker environmental rules”26 have been importing high

polluting products (HPPs) into the EU at a low price, EU companies needed to purchase permits

“to account for their GHG emissions”,27 thus generating a “carbon leakage”. To ensure that “the

carbon price of imports is equivalent to that of domestic production”,28 the EU is introducing a

carbon tariff - a specific indirect tax placed on imported goods - to achieve the key concept of

sustainability. Through sustainability, current generations can fulfill their needs without

hindering the ability of future generations to satisfy their needs.

Figure 1. Negative Externality of Production Caused by the EU’s Import of HPPs

28 Ibid.
27 Ibid.
26 Ibid.

25 Smith, Grace. "EU Carbon Border Tariff: A New Way to Tackle “Carbon Leakage” and Protect European Companies."
Impakter, 14 Dec. 2022,
impakter.com/eu-carbon-border-tariff-a-new-way-to-tackle-carbon-leakage-and-protect-european-companies/. Accessed 8 Dec.
2023.
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The analysis of Figure 1 commences at point Qopt, the socially optimum level of output of the

“highest polluting products [HPPs] of steel, iron, cement, aluminum, fertilizers, electricity, and

hydrogen”.29 At Qopt, community surplus and allocative efficiency are maximized. However, due

to self-interest, “companies importing goods [HPPs] from countries with weaker environmental

rules”30 disregard its full social impact. This shifts MSC to MPC, pushing the sustainable

socially-optimal equilibrium at eopt to the unsustainable private equilibrium of em, where HPPs

are overproduced as Qm > Qopt. The overproduction (MSC - MPC) induces negative externalities

onto society. These occur as “GHG emissions”31 and “carbon-heavy production”32 which fuel

global warming, resulting in allocative inefficiency and welfare loss, represented by Area 1. To

prevent “the risk of carbon leakage”,33 the EU Council decided to intervene to achieve import

sustainability.

Figure 2. Tariff Imposed on HPP Imports into the EU

33 Ibid.
32 Ibid.
31 Ibid.
30 Ibid.
29 Ibid.
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The analysis of Figure 2 commences at point Pw, representing the world price of HPP. EU

companies try to lower their emissions and “buy permits from the EU carbon market”34 to

sustainably produce HPPs, accounting for a higher domestic price at Pd. As certain foreign

firms can produce unsustainably and import these HPPs, EU companies have to accept the

world price (Pw). As Pw < Pd, this puts EU firms at a comparative disadvantage to foreign firms.

EU producers are only willing to supply HPPs at a quantity of Q1 as they would incur losses if

they produced a higher amount. At price Pw, the domestic demand for HPP is Q4, meaning that

the difference (Q4 - Q1) is imported from foreign unsustainable HPP producers. However, the

EU’s imposition of a carbon tariff on foreign unsustainable producers shifts the price of

imported HPPs from Pw to Pw + T, pushing the domestic price of HPPs above the prior world

price by the tariff amount. The new price, Pw + T, decreases the domestic quantity demanded

from Q4 to Q3, increases the domestic quantity supplied to Q2, and decreases the quantity of

imports to Q3 - Q2. The EU’s decision to intervene for sustainable imports has various

advantages and disadvantages for stakeholders.

Domestic producers, workers, and the government benefit. Firstly, as domestic producers receive

a higher price (Pw + T), they experience an increase in producer surplus from Area e to Area a +

e. Secondly, employment in the European HPP industry would increase as domestic producers

sell a larger quantity. Lastly, the government will receive tariff revenues (Area c), with which it

can invest in public and merit goods and further protect the industry from unsustainable

activities.

With an increase in sustainable production, many stakeholders are disadvantaged. The higher

price of Pw + T decreases the domestic consumer surplus from Area j+k+a+b+c+d to Area j+k.

Furthermore, low-income consumers are burdened proportionately more as they have to spend a

higher percentage of their income to afford HPPs. Additionally, as foreign producers need “to

declare emissions directly linked to the production process, and purchase an “emissions

certificate” if they exceed EU standards”,35 they are significantly worse off. Due to the fall in

exports, foreign producers will lose export revenues. If foreign firms cannot achieve

35 Ibid.
34 Ibid.
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sustainability by “cutting their emissions”36 or by purchasing Carbon Border Adjustment

Mechanism (CBAM) certificates, they may need to exit the market.

In the long-run, the “EU’s “polluter pays” policy”37 may, as Chiara Putaturo argues, be passed

“to those least responsible [for climate change] by forcing them to pay a tariff”38 and exclude

“poorer countries.”39 Oftentimes, less developed countries (LDCs) depend on export revenue and

may not be financially capable of achieving sustainable production of HPPs. Hence, to allow

LDCs to create a sustainable economy, the EU should consider supporting these nations.

In conclusion, the EU’s decision to impose a tariff was the appropriate choice. The tariff

facilitates the main goal of sustainability as it will “support European industries as they

decarbonise by protecting them from being undercut”.40 Despite the disadvantages that domestic

consumers and foreign producers incur, the tariff must be introduced to guarantee sustainable

imports and allow future generations to meet their needs adequately.

40 Ibid.
39 Ibid.
38 Ibid.
37 Ibid.
36 Ibid.
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