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This primer focuses on H.R. 2454’s allocation program for 
energy-intensive, trade-exposed (EITE) producers, which 
distributes allowances to affected entities based on produc-
tion output. This primer seeks to clarify what is a complex 
system for both defining eligible industrial sectors and 
determining the amount of allowances for distribution to 
individual entities. It also highlights several areas where the 
program, as it is currently written, can be modified, particu-
larly as it pertains to hard-to-define, heterogeneous manu-
facturing sectors.

Why are competitiveness provisions 
necessary?

Concerns over the potential impacts of proposed U.S. 
climate policy on the competitiveness of U.S. industries are 
at the center of current political debate, and have prompted 
lawmakers to include relief provisions for certain EITE 
industries in the recently passed House climate bill. Con-
cerns arise from the possibility that a cap on U.S. industrial 
sectors might provide a comparative advantage to produc-
ers in uncapped countries, leading to loss of competitive 
advantage that some fear could cause a migration of manu-
facturing to uncapped competitor countries. Moreover, the 
shifting of economic activity to uncapped countries could 
generate a corresponding increase in uncapped countries’ 
GHG emissions—what is referred to as emissions leak-
age— thereby undermining the efforts of the U.S. and other 
countries that do adopt a cap.

Domestic policy addressing these concerns can be judged in 
terms of how well it achieves three key goals:

Prevent economic risk to U.S. EITE industries in the face of 
higher costs

Guard against “emissions leakage” from a loss of market 
share to more carbon-intensive foreign producers

Provide for equitable distribution of relief to EITE firms 
that need it the most

The American Clean Energy and Security Act, hereafter re-
ferred to as H.R. 2454, includes two provisions aimed at ad-
dressing competitiveness concerns: 1) a program for freely 
allocating a number of emission allowances to qualifying 
EITE industries and 2) an import allowance requirement, 
coming into effect in 2020, if major emitting competitors do 
not agree to binding commitments of their own. Free allow-
ances can help to counter economic risks to U.S. industries 
that simultaneously incur high energy input costs and com-
pete directly in global markets where major competitors are 
uncapped (e.g., iron and steel, aluminum, cement, glass, and 
paper).

What EITE provisions are in H.R. 
2454?

Figure 1 provides an overview of the system for allocating 
allowances to EITE industries, dividing program rules into 
three parts.
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Areas of concern 

http://belfercenter.ksg.harvard.edu/analysis/stavins/?p=117




 

 

 

Work under way to inform these 
decisions 
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critical environmental challenges. The Nichols Institute 
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