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Statement of Matthew C. Porterfield
Vice President, Policy and Research
The Climate Leadership Council

At the Hearing on Investigation No. 332-598
Greenhouse Gas Emissions Intensities
of the U.S. Steel and Aluminum Industries at the Product Level
United States International Trade Commission
December 7, 2023

My name is Matt Porterfield, and | am the vice president for policy & research at the Climate Leadership
Council.

Background on the Climate Leadership Council, Center for Climate and Trade

The Climate Leadership Council’s Center for Climate and Trade explores and advances policies that
leverage trade relationships and the global market economy towards greater international cooperation
and climate ambition. Central to this effort, we have released several reports on the GHG emissions
intensity of specific industries within the U.S. and competing economies, which show that U.S.
manufacturers are highly emissions efficient compared to most key trading partners.

Our 2022 report on global iron and steel production studied the emissions intensities of flat and long
steel products’ and our broader 2020 report on America’s Carbon Advantage includes economy-wide
emissions intensities for basic and fabricated metals, including aluminum.™ The data within these studies
helped inspire the bipartisan PROVE IT Act, a bill introduced in September that would direct the
Department of Energy to estimate the emissions intensities of dozens of industries across the world’s
major economies.

The Center for Climate and Trade also monitors the development of trade tools that will require
emissions intensity estimates. We continue to study the U.S.-EU Global Arrangement for Sustainable
Steel and Aluminum (Global Arrangement) and the EU Carbon Border Adjustment Mechanism (CBAM),
both of which will require emissions intensity data on manufacturing around the world.

The Center for Climate and Trade brings expertise in both domestic data collection of emissions intensity
averages and analysis of similar foreign efforts that are already underway. We look forward to sharing

our insights during this hearing.

Relevant international developments in determining emissions intensity

Interest is growing around a set of policies designed to favor the most emissions efficient
manufacturing. Through the negotiations on the Global Arrangement, the U.S. and the EU are
developing a system that would use import charges to reduce the emissions intensity of traded
products. Another approach taken in the EU’s CBAM involves applying domestic carbon pricing to
imported products through border adjustments. Both policies will require accurate data on the
emissions intensity of domestic and foreign industrial production.



The CBAM, like the Global Arrangement, will require the determination of the average emissions
intensities, on a country-by-country basis, of covered steel and aluminum products. According to press
reports, the U.S. has proposed that the Global Arrangement include tiers of ad valorem tariffs to be
applied to covered imports based on the relative emissions intensity of production in the exporting
country relative to production in the United States.

The CBAM regulation specifies that when the actual emissions intensity of a covered product cannot be
determined, it will be determined based on default values.” Those defaults will be based on the average
emissions intensity of the covered product for each exporting country,’ or, if reliable data for a particular
good from an exporting country is not available, on the worst performing EU facilities that produce the
relevant product."

In September, the European Commission’s Joint Research Centre (JRC) published draft product-level
estimates for the emissions intensity of manufacturing in the EU and other major economies." This data
will aid in the EU’s preparation of official default values, which will be published by the end of 2023 for
use during the CBAM'’s transitional period.""

Observation #1: data collection is already underway

The Climate Leadership Council put out a paper earlier this year that details the data collection
methodologies of existing voluntary and mandatory reporting programs.* In addition to the EPA’s
Greenhouse Gas Reporting Program in the U.S., mandatory emissions reporting programs in Canada,
France, Germany, ltaly, the U.K., and Japan each cover most of the nation’s large industrial facilities and
have created a broad base of facility-level emissions data and reporting requirements for energy-
intensive industries. All the programs in G7 countries publicly disclose their data and data collection
methods. These approaches may be useful to the ITC as it looks to finalize a methodology for the U.S.
iron and steel and aluminum industries.

Observation #2: the importance of harmonization with existing approaches

As Ambassador Tai indicated in her letter requesting this investigation, implementation of the Global
Arrangement will require the development of a “common methodology for assessing the embodied
greenhouse gas emissions of traded steel and aluminum.”* Existing approaches use similar, but not
identical, parameters and methods that the ITC should consider as it further hones its approach and
begins the data collection process.

The three categories of emissions specified in USTR’s investigation request—scopes 1, 2, and parts of
scope 3—are largely consistent with data collection initiatives by the World Steel Association, the
American Iron and Steel Institute, and the Steel Climate Standard.*"" But there are still discrepancies.
The system boundaries of these programs capture a broader class of scope 3 emissions than the
“intermediate inputs” specified by the USTR mandate. For example, the American Iron and Steel
Institute and the Steel Climate Standard both include emissions associated with transportation.

The scope 3 emissions covered by the ITC investigation may be more closely aligned with the

parameters of the EU CBAM, which will include certain intermediate inputs in determining the carbon
intensity of steel and aluminum. There are, however, deficiencies in the CBAM'’s allocation approach.
The EU directs importers to separate the direct and indirect emissions from scope 3 inputs and report



them separately along with the total direct embedded emissions or indirect embedded emissions.®" This
obscures the quantity of emissions attributable to scope 3 inputs, which is incompatible with USTR’s
request for emissions data from these intermediate materials.

Despite these differences, the ITC could benefit from examining these existing approaches in developing
its own methodology. This would also allow the ITC to design a data collection methodology that is
interoperable with other initiatives.

For example, the JRC has already identified the most comprehensive datasets for emissions intensity,
such as the World Steel Association’s “Statistical Yearbook” for iron and steel emissions data or the
British Geological Survey’s “World Mineral Production” report™ for aluminum emissions data. The ITC
can use these sources to supplement or cross-check its own data collection methods, especially since all
the HTSUS codes listed in Attachment B of USTR’s investigation request are already included in the JRC
study, including the imported intermediate materials for which ITC will have to collect foreign emissions
data.

The ITC may also consider referencing the methodologies developed by the JRC for developing country-
and product-specific emissions intensities.* We encourage the ITC to exercise caution here, however,
given limitations in the JRC approach. For example, the JRC uses only the highest emitting production
pathway to determine the “default” emissions intensity of a product, when multiple production
pathways are used in the production of a good.! This approach, which has a substantial effect on the
data, further underscores the U.S. government’s need for a reliable dataset of its own. Diverging from
the EU’s methodology may produce more accurate “averages” in the ITC investigation.

Observation #3: investigation scope

Although USTR did not request an investigation of foreign production in its mandate for the ITC, an
understanding of foreign emissions intensity will be important for several reasons. First, the calculation
of domestic emissions intensity will require the emissions profiles of imported intermediate inputs.
Second, some of these intermediate goods will themselves be covered products under the Global
Arrangement. And finally, foreign production data will be necessary for the U.S. to design and
implement mechanisms like the Global Arrangement that leverage our relative emissions-efficiency.

Efforts by foreign governments and international organizations have already shown that broader
calculation of product-level emissions intensity at the country-level is feasible. A similar effort by the
U.S. will be critical to the formation of defensible emissions intensity estimations.

Thank you for the opportunity to present the views of the Climate Leadership Council on this important
issue. | would be happy to answer any questions.
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