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CBAM Must Protect Europe’s Industrial Value
Chains — Not Leave Them Exposed

Executive Summary: Our key requests
The European Tool Association calls on the European Parliament and the Council to
correct the current imbalance of CBAM and amend the Commission proposals accordingly:
. Address carbon leakage in high-value downstream manufacturing by including
hand tools, measuring tools and power tool accessories in CBAM.

Ensure that indirect emissions are not omitted as a factor to consider on which
downstream products are covered by CBAM.

Guarantee SME-compatible implementation, based on a default-values-first
approach.

Close the protection gap by granting access to support instruments
(Decarbonization Fund) where CBAM does not apply.

CBAM can only be credible if it protects Europe’s industrial value chains in their entirety,
not just their first link.
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Economic and Strategic Importance of the Tool Industry

The European Tool Association (CEO) represents the interests of Europe’s tool and fixings
manufacturers, covering key categories such as hand tools, power tool accessories and
construction fixings like anchors.

With a yearly turnover of 30 billion euros and a total workforce of around 150.000 in the EU, the tool
industry is a significant part of the European industrial landscape. Beyond its economic weight, the
tool industry provides essential inputs for a wide range of sectors, including manufacturing,
construction, maintenance of critical infrastructure and defence-related applications.

CBAM Is a Test Case for Credible EU Industrial Policy

The Carbon Border Adjustment Mechanism (CBAM) is a defining element of the European Union’s
climate and industrial strategy and a litmus test for its ability to reconcile ambitious climate
objectives with the need to preserve a strong and competitive industrial base.

Comité Européen de I'Outillage CEO e.V. Registry Office: Amtsgericht Wuppertal
Elberfelder Str. 77 | D-42853 Remscheid Registry Number: VR 21014
Phone: +49-2191-438-27 | Fax: +49-2191-438-79 EU Transparency Register: 650813593491-49

Mail: ceo@ceo-tools.com | www.ceo-tools.com President: Thomas Glockseisen



At the same time, it is important to underline that CBAM is an intervention in trade. Under the
current conditions in the EU, however, CBAM is a necessity. CEO therefore supports CBAM as long
as it is proportionate, prevents abuse, and does not place a unilateral burden on European
manufacturers.

However, the Commission’s current proposals for the revision and extension of CBAM to
downstream products fall short of achieving these objectives. Significant parts of Europe’s
downstream manufacturing base such as hand tools, measuring tools and power tool accessories
remain excluded from CBAM and will be exposed to unfair international competition once CBAM is
fully applied.

To remedy this, CEO explicitly calls for the inclusion of the relevant CN tariff codes for hand
tools, measuring tools and power tool accessories (in particular CN Chapter 82 and relevant
products under Chapter 90) in CBAM.

1. Why Relevant Tool Products are Currently Excluded:

The fact that these products are currently excluded from the Commission’s proposal is not due to a
lack of relevance, but to a scope assessment that fails to adequately capture the actual ETS-related
cost exposure of downstream manufacturing.

The Commission’s current selection logic for downstream products focuses predominantly on import
volumes and the share of selected basic materials contained in a product. While these criteria may
simplify administration, they are not sufficiently targeted to identify real carbon leakage risks in
downstream manufacturing and underestimate the effects on sectors with still elevated levels of
production in Europe.

In particular, they overlook energy-intensive downstream processing steps, even though these
steps account for a substantial share of ETS-related costs borne by European manufacturers. As a
result, products with comparatively low material intensity but high energy consumption during
processing are systematically excluded from CBAM.

For downstream manufacturing, indirect emissions from electricity use are not marginal but
decisive. In the European tool industry, electricity costs represent a significant share of total
production costs and are increasingly driven by the EU Emissions Trading System. Yet, these
indirect ETS-related costs are not adequately reflected in the current downstream scope
assessment. Tool-related products, in particular those classified under CN Chapter 82 and relevant
products under Chapter 90 (see Annex), clearly illustrate this gap. Their production is highly energy-
and electricity-intensive due to processes such as forging, casting, heat treatment, machining and
finishing, yet they are not protected by CBAM.

2. Consequences of Exclusion: ETS Costs Without CBAM Protection

Where downstream products remain excluded from CBAM, manufacturers continue to face rising
indirect ETS-related costs without any form of border protection against imports produced
without comparable carbon constraints.

The Commission proposes a Temporary Decarbonisation Fund to address residual carbon leakage
risks, an initiative that is welcome in principle. However, limiting access to this Fund primarily to
CBAM-covered goods creates a systemic inconsistency within the policy framework.



Manufacturers of downstream products that are exposed to carbon leakage but excluded from
CBAM are left without any effective mitigation instrument: they receive neither CBAM
protection at the border nor access to CBAM-related support mechanisms, despite facing
increasing ETS-driven cost pressure and direct international competition.

As a result, the current design risks leaving precisely those sectors most affected by the
downstream protection gap without a viable policy response. Without access to either effective
border measures or targeted support, the framework risks accelerating relocation and import
dependency, rather than preventing carbon leakage.

3. Industrial and Strategic Implications

Once these skills, production capacities and integrated value chains are relocated outside Europe,
they are extremely difficult to rebuild. The loss is therefore not temporary but structural, with long-
term consequences for Europe’s industrial resilience and innovation capacity.

If the production of hand tools is shifted outside Europe, this directly weakens Europe’s strategic
autonomy. Hand tools are not consumer goods of secondary importance; they are
foundational inputs for industrial production, infrastructure maintenance, energy systems,
mechanical engineering and defence-related activities. Reliable access to high-quality tools is a
prerequisite for the functioning, maintenance and rapid scaling of these sectors.

Growing dependence on non-European suppliers for such essential products increases Europe’s
vulnerability to external shocks, trade disruptions and geopolitical tensions. In times of crisis, limited
access to these tools would constrain Europe’s ability to maintain critical infrastructure, sustain
industrial output and respond effectively to security-related challenges.

A CBAM framework that unintentionally accelerates the relocation of tool manufacturing by
excluding these products from the CBAM downstream products catalogue therefore undermines not
only industrial competitiveness, but also Europe’s economic sovereignty and capacity to act
independently.

4. Administrative Reality for SMEs: Default values must be the rule

Where downstream products are included in CBAM, the mechanism must furthermore be SME-
compatible by design. Europe’s tool industry is predominantly composed of small and medium-
sized enterprises, for which excessive administrative complexity would undermine the practical
effectiveness of CBAM.

Default values must therefore be the rule rather than the exception for downstream products.
They are essential to ensure proportionality, legal certainty and equal treatment, and to prevent
CBAM from becoming workable only for large corporations with dedicated compliance capacities.
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