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1. Introduction 

In recent years, global climate governance has increasingly 

incorporated policy instruments that extend beyond 

environmental regulation and intersect with trade and 

competition frameworks. One of the most prominent examples 

of this shift is the Carbon Border Adjustment Mechanism 

(CBAM) developed by the European Union, which is expected 

to be fully implemented by 2026. CBAM aims to prevent carbon 

leakage by extending the carbon costs embedded in the 

European Union Emissions Trading System (EU ETS) to 

imported products. The existing literature has largely examined 

CBAM in terms of its trade effects, competitiveness 

implications, and legal compatibility. More recent studies, 

however, emphasize that CBAM also functions as a mechanism 

of external normative pressure through which the European 

Union seeks to project its climate norms beyond its borders. Yet 

exposure to such external regulatory pressures does not result in 

uniform climate governance outcomes across countries. Despite 

facing similar incentives, national responses to CBAM vary 

considerably, suggesting that external climate regulations do not 

A N A H T A R  K E L İ M E L E R 

Sınırda Karbon Düzenleme Mekanizması 

(SKDM)  

İklim Yönetişimi 

Politika Kapasitesi  

Gelişmekte Olan Ekonomiler 

 ÖZ 

Bu çalışma, Sınırda Karbon Düzenleme Mekanizması’nın (CBAM) gelişmekte olan ekonomilerdeki yönetişim etkilerini 

politika kapasitesi perspektifi üzerinden incelemektedir. Mevcut literatür ağırlıklı olarak ticaret kayıpları, rekabet gücü 

ve karbon kaçağı risklerine odaklanırken, bu çalışma analitik odağı dışsal iklim düzenlemelerinin ulusal düzeyde nasıl 

kurumsal olarak içselleştirildiğine kaydırmaktadır. Türkiye örneği temelinde yürütülen nitel politika analizi, CBAM’in 

otomatik bir yönetişim dönüşümü yaratmadığını; etkilerinin analitik, operasyonel ve politik kapasite konfigürasyonları 

tarafından filtrelendiğini göstermektedir. İzleme ve raporlama altyapısında kısmi gelişmeler bulunmakla birlikte, karbon 

fiyatlandırma mekanizmaları, kurumlar arası koordinasyon ve politik meşruiyet alanlarındaki sınırlılıklar derin 

dönüşümü kısıtlamakta ve uyumun büyük ölçüde formel düzeyde kalmasına yol açmaktadır. Çalışma, politika kapasitesi 

yaklaşımını CBAM analizine entegre ederek düzenlemenin etkilerini kurumsal aracılık perspektifiyle açıklayan 
yönetişim temelli bir katkı sunmaktadır. 

K E Y W O R D S 

Carbon Border Adjustment Mechanism 

(CBAM) 

Climate Governance  

Policy Capacity  

Developing Economies  

 

 
 
 

 
 

A B S T R A C T 

This study examines the domestic governance effects of the Carbon Border Adjustment Mechanism (CBAM) in 

developing economies from an institutional policy capacity perspective. While existing CBAM research predominantly 
focuses on trade impacts, competitiveness losses, or carbon leakage risks, this article shifts the analytical focus to the 

domestic mediation of external climate regulation. Using Türkiye as an in-depth case study, the study employs qualitative 

policy analysis to investigate how external regulatory pressures interact with national analytical, operational, and political 

capacities. The findings suggest that CBAM does not automatically induce structural governance transformation. Instead, 

its domestic impact is conditioned by pre-existing policy capacity configurations. Although monitoring and reporting 

infrastructures have partially developed, limitations in carbon pricing mechanisms, inter-institutional coordination, and 

political legitimacy constrain deeper transformation, resulting in largely formal compliance. By conceptualizing CBAM’s 

effects as institutionally mediated rather than regulation-driven, the study contributes to the literature by integrating 
policy capacity theory into the analysis of climate-related trade instruments and offering a governance-centered 

explanation of limited transformation. 
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automatically translate into effective domestic carbon 

governance-particularly in developing economies. Explaining 

these divergent responses remains an underexplored issue in the 

literature. 

Figure 1 illustrates substantial cross-country variation in 

average effective carbon rates, reflecting differences in both 

policy design and institutional capacity. Advanced European 

economies such as Switzerland, the Netherlands and the Nordic 

countries exhibit high effective carbon rates, driven by a 

combination of long-standing fuel excise taxation, explicit 

carbon taxes and well-functioning emissions trading systems, 

indicating a high degree of policy integration and administrative 

capacity. In contrast, countries with lower effective carbon rates, 

including Türkiye, rely almost exclusively on fuel excise taxes 

that were not originally designed as climate policy instruments. 

Türkiye’s effective carbon rate remains low and largely implicit, 

reflecting the absence of an explicit carbon pricing mechanism 

and the limited scope of market-based climate instruments. 

Compared to European peers, this suggests constraints in 

institutional readiness, regulatory coverage and emissions 

monitoring capacity, which are critical for implementing 

comprehensive carbon pricing policies. The observed gap 

highlights that differences in effective carbon pricing are not 

merely a matter of political ambition but are closely linked to 

variations in institutional capacity, policy coordination and the 

ability to integrate climate objectives into existing fiscal and 

regulatory frameworks. 

Figure 1. Country-wise Average Effective Carbon Rates 

(Marginal and Average) 

 

Source: (OECD, 2025) 

The cross-country variation in average effective carbon rates 

presented in Figure 1 provides the empirical backdrop for this 

inquiry. The figure demonstrates that countries with high 

effective carbon pricing levels are typically those that have 

developed integrated climate policy architectures combining 

fuel taxation, explicit carbon taxes, and emissions trading 

systems. These instruments reflect not only political 

commitment but also accumulated administrative experience, 

monitoring capacity, regulatory coherence, and policy 

coordination. In contrast, Türkiye’s position in the lower 

segment of the distribution-where effective carbon rates are 

largely driven by conventional fuel excise taxes rather than 

explicit climate instruments-illustrates a gap between external 

economic exposure and domestic carbon governance depth. This 

discrepancy suggests that exposure to CBAM-related trade risks 

does not automatically translate into comprehensive carbon 

pricing reform. Instead, the figure reinforces the argument that 

effective carbon governance is contingent upon institutional 

capacity: without sufficient administrative coordination, 

technical measurement infrastructure, and political ownership, 

external normative pressures remain only partially internalized. 

Thus, the observed divergence between Türkiye and high-

capacity European economies substantiates the article’s central 

claim that institutional conditions mediate the domestic 

translation of external climate norms. 

This article addresses this question by analyzing CBAM through 

the lens of institutional capacity. Rather than treating CBAM as 

a purely technical trade regulation or an economic adjustment 

mechanism, the study conceptualizes it as a form of external 

normative pressure whose effectiveness depends on domestic 

governance conditions. Institutional capacity is defined as a 

multidimensional construct encompassing implementation 

capability, administrative coordination, technical infrastructure, 

and political ownership. The central argument is that external 

climate norms alone are insufficient to induce deep and 

sustainable governance transformation unless they are supported 

by adequate institutional capacity. By focusing on Türkiye, the 

study contributes to the CBAM literature by shifting the 

analytical focus from whether CBAM has an impact to why its 

impact remains limited in certain institutional contexts, thereby 

offering a more nuanced framework for understanding the 

international diffusion of climate policies. 

2. External Pressure, Institutional Capacity And 

Economic Limits 

Recent regulations in global climate policies have made the fight 

against climate change not only an environmental goal, but an 

area directly related to the production structures, trade relations 

and governance capacities of countries. This transformation 

makes the question of how external regulations such as CBAM, 

especially those developed by the European Union, are received 

in developing economies critical. Because such mechanisms do 

not only force countries to legal compliance processes; it also 

makes visible the limits of existing institutional structures, 

economic priorities and policy-making practices. Therefore, 

analyzing the impact of CBAM requires understanding under 

what conditions external pressures can be internalized at the 

national level and at what points they are limited, rather than the 

technical design of the regulation. This section deepens the 

discussion by addressing these limitations first within the 

framework of the phenomenon of institutional decoupling and 

then the structural dependencies of developing economies.  

2.1. The Fundamental Problem: External Pressure and 

Institutional Segregation 

One of the main problems in global climate governance is that 

normative regulations produced by central actors such as the 
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European Union (EU) create a structural tension area that makes 

institutional capacity limitations and governance gaps visible, 

rather than operating only as a technical adaptation process in 

developing economies. This situation can be analyzed within the 

framework of the institutional decoupling approach developed 

by Meyer and Rowan (1977), which refers to the phenomenon 

that although organizations transform their formal structures in 

response to external institutional pressures, this transformation 

is not fully reflected in daily practices and internal policy 

practices  . In this context, institutional arrangements regarding 

climate policies  function as ceremonial structures aimed at 

producing international legitimacy  rather than increasing 

technical performance after a certain threshold; this leads to the 

perpetuation of the distance between formal compliance and 

actual implementation (Meyer and Rowan, 1977; DiMaggio and 

Powell, 1983). In the case of Türkiye, formal regulations such 

as the 2025 Climate Law, which came to the fore simultaneously 

with CBAM, show that external adaptation pressures are 

responded to at the institutional level. However, the interaction 

of these regulations with existing economic growth patterns, 

sector structures, and established institutional habits during the 

implementation phase brings with it the risk of "harmonization 

on paper" (World Bank, 2022). 

The main dilemma for Türkiye is the inability to develop the 

economic necessity created by the deep trade integration with 

the EU and the administrative and technical depth that will 

transform this necessity into a sustainable governance 

transformation. CBAM is not only the reporting of emissions; It 

requires production processes to be supported by transparent, 

measurable and digital monitoring infrastructures. However, the 

concentration of Türkiye's industrial structure in carbon-

intensive sectors such as iron and steel, aluminum and cement 

and the high costs of technological modernization in these 

sectors make it difficult to turn external normative pressure into 

an internal strategic advantage. As a matter of fact, the 

International Energy Agency (IEA, 2021) emphasizes that 

Türkiye's current policies to reinforce energy supply security 

and coal-oriented production preferences may weaken market 

efficiency and create structural tension with the country's long-

term decarbonization goals. This explains why the generation 

transformation required by external climate regulations such as 

CBAM struggles to translate into an internal strategic advantage 

(International Energy Agency [IEA], 2021). 

2.2. The Impasse of Carbon Governance in Emerging 

Economies and Economic Dependency 

For developing economies, climate policies are increasingly 

discussed not only as environmental instruments but also as 

regulatory measures that may influence access to global 

markets. In particular, mechanisms such as the Carbon Border 

Adjustment Mechanism (CBAM) have raised concerns that 

climate policies could function as de facto trade policy tools by 

shaping competitiveness conditions. This evolving regulatory 

environment places countries such as Türkiye under dual 

pressure: on the one hand, the substantial investment and 

technological requirements associated with decarbonisation, 

and on the other, the potential risk of reduced market access and 

competitiveness losses if green standards are not met. In this 

context, simulation studies on the technical design of CBAM 

suggest that the mechanism may generate relatively more 

favourable outcomes for economies with lower emission 

intensity, whereas countries with carbon-intensive production 

structures appear to face more limited gains. These findings 

imply that access to low-carbon technologies and the costs of 

production transformation are becoming increasingly important 

determinants of competitiveness in global trade for developing 

economies (Dechezleprêtre, Haramboure, Kögel, Lalanne & 

Yamano, 2025).   

The effectiveness of carbon pricing and border regulation 

mechanisms depends not only on the establishment of 

appropriate legal frameworks but also on the existence of robust 

monitoring, reporting and verification systems, as well as 

sufficient administrative and institutional capacity to implement 

and enforce these frameworks. In this context, Türkiye’s 

planned Emissions Trading System (ETS) for 2025 can be 

considered one of the most concrete institutional responses to 

emerging external regulatory pressures. However, the economic 

efficiency of the system is closely related to the availability of 

technical expertise (analytical capacity) ensuring reliable 

emissions data, effective inter-institutional coordination 

(operational capacity), and political and social legitimacy 

(political capacity) supporting long-term transformation. 

Therefore, evaluating the impact of CBAM on Türkiye solely in 

terms of its potential financial burdens would provide an 

incomplete picture. While the economic and distributional costs 

of the mechanism represent a significant policy concern, it is 

also important to examine the institutional dimension-

particularly why this external regulation appears to have 

translated into effective carbon governance in some areas, while 

encountering institutional resistance in others. 

3. Carbon Border Adjustment Mechanism and 

Climate Governance Literature Review 

The Carbon Border Adjustment Mechanism (CBAM) is 

considered as a multidimensional policy tool in the literature; it 

creates an intense discussion area, especially on the axis of trade, 

competitiveness, legal compliance and macroeconomic impacts. 

A significant part of the existing studies examine the possible 

effects of CBAM on global trade flows, sector-based costs and 

welfare consequences with quantitative methods. However, 

while this literature focuses largely on the potential impacts of 

regulation, it remains limited in explaining why different policy 

responses occur among countries exposed to similar external 

pressures. In this context, the literature review not only 

summarizes the economic and legal consequences of CBAM; it 

also aims to reveal how these results are shaped by institutional, 

political and governance contexts. The studies presented below 

are evaluated within the framework of contributions that provide 

indirect answers to the question of how regulation is perceived, 

internalized and limited at the national level, rather than the 

technical design of CBAM. When the studies on the historical 

development of global climate governance and Türkiye's 

position in this process are examined, it is seen that the issue has 

evolved from institutional actor to technical implementation 

stage. In this context, Sjöstedt (1998) examined the 

effectiveness of the European Union in international climate 

negotiations with the method of institutional analysis and 

revealed that the union can only be a strong actor in the outside 

world by ensuring the integrity of its internal structure. Focusing 

on institutional capacity problems, Bell & Russell (2002) 

analyzed the technical and legal inadequacies of developing 

countries in implementing complex market-based climate

 instruments (such as carbon tax) and emphasized that weak institutional would hinder the success of these mechanisms.  
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In the literature focusing on global governance models in the 

mid-2000s, Najam (2005) discussed the Global South's 

approach to environmental policies from a historical perspective 

and determined that the participation of these countries would 

only gain legitimacy by protecting their rights to "sustainable 

development". In a similar period, Lemos & Agrawal (2006) 

discussed the inadequacy of traditional environmental 

governance models with a synthesis of the literature and argued 

that "hybrid governance" models in which the state, market and 

civil society cooperate offer more effective solutions. In the 

second half of the 2010s, the focus of the studies shifted to social 

justice and local resilience. Evans & Phelan (2016) analyzed 

how employment concerns created by climate policies were 

transformed into resistance by fossil fuel hegemony through 

case studies on coal regions. In the case of Türkiye, Turhan et 

al. (2016) examined climate adaptation strategies with a 

qualitative research and determined that the technocratic and 

"top-down" structure of governance, which excludes local 

communities, leads to environmental justice problems. Arbolino 

et al. (2018), who examined institutional approaches in 2018, 

investigated the differences in the environmental performance 

of EU countries with panel data analysis and found that the 

success of central regulations policy harmonization is essential. 

In the same year, Damert & Baumgartner (2018), in their 

research focusing on the automotive sector, revealed that 

companies' climate strategies depend on their own internal risk 

management capacities rather than external legal pressures. 

McCauley & Heffron (2018), on the other hand, put the concept 

of "Just Transition" in a theoretical framework and argued that 

the transition to a low-carbon economy should be managed with 

the principles of distributive and procedural justice. 

Savaşan (2019), who criticized Türkiye's legislation and 

institutional structure in the 2019-2020 period, emphasized the 

fragmented structure of climate governance in the country and 

the lack of a comprehensive climate law and made institutional 

reform proposals. Herold & Lee (2019) have shown that carbon 

reporting has become a corporate legitimacy tool for companies 

with their content analysis specific to the logistics sector. Daddi 

et al. (2020), in their econometric study on manufacturing 

companies, found that companies develop climate strategies 

based on sectoral norms and the tendency to imitate their 

competitors rather than legal obligations. Dutta & Dutta (2020), 

which examined the transparency dimension  , empirically 

proved that independent external audit directly improves the 

climate reporting quality of companies in Finland. With the 

introduction of CBAM, the work in 2021 and beyond has gained 

a more technical dimension. Lim et al. (2021) stated that its 

unilateral implementation would lead to trade retaliation and 

increase global trade costs, resulting in a loss of welfare. It was 

emphasized that in mutual retaliation scenarios, global trade in 

energy products could shrink by up to 14%, and at the same 

time, the mechanism could weaken the WTO system by 

violating GATT's MFN and National Treatment principles. 

Eicke et al. (2021) mapped the risk of technological and 

financial exclusion of developing countries due to CBAM with 

their indicator-based risk index study. It is also emphasized that 

the institutional inadequacies of these countries in monitoring, 

reporting and verifying (MRV) emissions will further aggravate 

trade barriers. 

Li & Oliveira (2021) examined governance trends in the Asian 

market and focused on the rise of market-based instruments in 

the region. Acar et al. (2022), who made projections on the 

Turkish economy in 2022, simulated the negative effects of 

CBAM on GDP with a general equilibrium model. A potential 

contraction in GDP between 2.7% and 3.6% by 2030 has been 

identified. It has been determined that the sectors at greatest risk 

are cement, iron and steel and electricity. Gültekin (2022), in his 

analysis from a fiscal policy perspective, emphasized the 

contraction in export revenues that the carbon border tax will 

cause and the need for a national ETS. Hufbauer et al. (2022) 

discussed the technical challenges of the mechanism and WTO 

disputes over export returns from a strategic perspective, while 

Overland & Sabyrbekov (2022) predicted the resistance of 

countries such as Türkiye and China to the process with their 

opposition index. Ambec (2022) discussed the incentive and 

restraining effects of CBAM on innovation at the 

microeconomic level. In the 2023 leg of the literature, Korpar 

(2023) determined that Türkiye needs to follow a rapid 

decarbonization strategy in order to maintain its market share in 

sectors such as iron and steel and aluminum. Özekan (2023) 

considers the European Union's Carbon Border Adjustment 

Mechanism (CBAM) as a new trade and climate policy 

instrument aimed at preventing carbon leakage and evaluates 

this mechanism with a holistic SWOT analysis for Türkiye. It 

concludes that although CBAM creates cost and trade risks for 

Türkiye in the short term, it can be considered as a policy 

pressure element that encourages green investments and 

accelerates low-carbon transformation in the long term. In 2024, 

Magacho et al. (2024) analyzed the regressive effects of CBAM 

on low-income exporters, drawing attention to the risk of social 

inequality. Yue et al. (2024), on the other hand, simulated 

China's strategic "trade games" against CBAM, modeling the 

effects on the global supply chain. The findings reveal that 

CBAM can be successful in preventing carbon leakage, but it 

can lead to productivity losses in global supply chains and the 

risk of trade wars. Özdemir & Köse (2024) stated that the 

increasing population and resource use after the Industrial 

Revolution accelerated climate change. Therefore, he 

emphasized the need to focus on reducing carbon emissions. 

While carbon pricing mechanisms (carbon tax and ETS) aim to 

limit emissions, the EU's Carbon Border Adjustment 

Mechanism can directly affect Türkiye in exports; therefore, 

carbon pricing becomes an inevitable necessity for Türkiye in 

the future. 

In the most recent research, Erdogdu (2025), in his 2025 

projections, discussed the potential of CBAM to trigger cleaner 

production technologies while creating a loss of welfare in 

developing countries. Mehling et al. (2025) analyzed the 

mechanism's role as a "lever" in the spread of global carbon 

pricing, while Otto (2025) mapped political responses 

(opposition and cooperation) to CBAM in his empirical study 

covering 32 countries. Zhang & Sovacool (2025) examined the 

economic and geopolitical "triple burden" on BASIC countries 

from a political economy perspective. Saraçoğlu & Kutlu (2025) 

state that the recent increase in energy demand and the use of 

fossil fuels have increased carbon emissions, leading to global 

warming. They state that the European Union aims to reduce 

carbon emissions through its emission trading system and 

carbon tax practices, and also imposes carbon costs on imported 

products through the carbon border adjustment mechanism 

(CBAM). Considering Türkiye’s trade volume with the EU and 

its carbon-intensive sector structure, they conclude that CBAM 

may have negative effects on exports and macroeconomic 

indicators in the short term, and therefore the carbon pricing 

strategy at the national level should be clarified. The findings 

reveal that CBAM risks disrupting global climate justice and the 
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equity balance between North and South. Seyfert & Özcan 

(2025), one of the current studies focusing on Türkiye, identified 

the risks of loss of competitiveness in the iron and steel sector 

in Türkiye, Germany trade, while Aşıcı (2025) revealed the 

technical design errors of the national ETS established by 

Türkiye and the revisions required for harmonization with the 

EU using technical analysis method. In light of this literature, 

Günay (2026) reveals the economic and technical challenges 

that Türkiye will face in the process of harmonization with 

CBAM. The risk of loss of competition in carbon-intensive 

sectors such as iron and steel, cement and chemicals is a serious 

concern. The current technical design deficiencies of the 

national ETS raise the need for revision to harmonize with the 

EU. Therefore, Türkiye's preparation for CBAM is critical not 

only for legal compliance but also for transforming green 

transformation and cleaner production technologies into 

strategic investment opportunities. In this context, sectoral 

strategies and technological adaptation will help Türkiye 

maintain its international competitiveness by minimizing the 

risk of carbon leakage. 

Although this literature review comprehensively reveals the 

effects of CBAM on global trade and climate policies, it 

provides a limited analytical framework to explain why these 

effects differ between countries. In particular, the conditions 

under which external normative pressures lead to a deep policy 

transformation at the national level; and in which cases it is 

limited to formal compliance has not been adequately 

systematically addressed. This study aims to fill this gap through 

a policy capacity approach. By considering the economic 

consequences of CBAM not as a direct output, but as a product 

of the interaction between external pressures and national 

institutional capacity; It offers an alternative explanation to the 

climate governance literature with institutional depth. Thus, 

CBAM contributes to the debates on "why its impact is limited" 

rather than the question of "how effective the regulation is". 

4. Methodology 

4.1. Research Design 

This study examines the effects of the Carbon Border 

Adjustment Mechanism (CBAM) on developing economies not 

through quantitative cost–benefit analyses or trade volume 

projections; rather, it is designed as a qualitative and conceptual 

policy analysis focusing on how external climate pressures are 

mediated within national policy processes. The primary aim of 

the study is to explain under which institutional conditions the 

effects of CBAM remain limited and how national policy 

capacity shapes these outcomes, rather than to measure the 

economic consequences of the mechanism. The research adopts 

a single-case-based in-depth policy analysis approach and 

considers Türkiye as an instructive case. Türkiye’s selection is 

based on its high level of commercial integration with the 

European Union, its significant exports in carbon-intensive 

sectors covered by CBAM, and the transitional character of its 

carbon pricing and climate governance framework. These 

features provide an analytically suitable context for examining 

how external normative pressures are filtered through national 

policy capacity.  

4.2. Analytical Framework 

The analytical framework of the study is based on the policy 

capacity approach. In line with this approach, policy capacity; It 

is handled in three dimensions: analytical, operational and 

political. Analytical capacity covers the identification of policy 

problems and data production processes, operational capacity 

covers administrative infrastructure and implementation ability, 

and political capacity covers stakeholder management and 

political legitimacy dimensions. Using this framework, areas of 

alignment and misalignment between CBAM's external 

normative demands and Türkiye’s current climate policy and 

institutional arrangements are analyzed. Thus, it explains why 

CBAM does not create an automatic governance transformation, 

and how the effects of regulation are filtered by national policy 

capacity. 

4.3. Analysis Method and Limitations 

Since the study relies on a single-case-based qualitative 

analysis, it does not aim to produce quantitative impact 

estimates or cross-country generalizations. Instead, it seeks to 

provide an in-depth institutional explanation of how CBAM-

related external pressures interact with national policy capacity 

in the Turkish case. 

5. Policy Capacity Approach and Economic-

Institutional Interaction of CBAM 

The policy capacity approach aims to evaluate the success of 

public policies not only on the basis of whether the goals are set 

correctly, but also on the extent to which these policies can be 

implemented and sustained over time. According to Wu, 

Ramesh, and Howlett, policy success depends not only on well-

designed regulations; It depends on the knowledge, institutional 

structure and political support capacity to implement these 

regulations. In this framework, policy capacity is defined as a 

holistic structure that considers competences and resources and 

capabilities together and is examined in three basic dimensions: 

analytical, operational and political capacity (Wu, Ramesh & 

Howlett, 2015; Moore's, 1995).  

Analytical capacity refers to the accurate identification of policy 

issues, the production of reliable data-driven analyses, and the 

technical evaluation of policy options. Analytical capacity, 

especially in areas of high technical complexity such as 

measurement and reporting of carbon emissions and carbon 

pricing, stands out as one of the basic conditions for policy 

success. Wu et al. emphasize that the lack of analytical capacity 

leads not only to flawed policy designs but also to 

implementations that fail to achieve their objectives (Wu, 

Ramesh & Howlett, 2015). The economic dimension of this 

situation is also quite evident. In an environment where there are 

no clear and reliable analyses, economic actors cannot read 

policy signals correctly; This leads to postponement of 

investment decisions, increased uncertainties and delayed 

transition to low-carbon technologies. The effectiveness of 

market-based instruments such as CBAM is directly dependent 

on the correct calculation of emission costs and the clear 

reflection of these costs in production decisions.  

Operational capacity encompasses the existence of 

administrative structures, inter-agency coordination, technical 

infrastructure, and continuity of implementation that enable the 

implementation of policy decisions in the field. The economic 

impact of CBAM and similar regulations is not only due to the 

creation of legal frameworks; it also depends on effective 

institutional structures that can operate these frameworks. 

Many country examples in the literature show that delays, uncertainties and non-compliance are encountered in 
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implementation due to lack of operational capacity (Wu, 

Ramesh & Howlett, 2015; Fukuyama, 2013). Such capacity 

shortages not only lead to administrative problems; they also 

weaken the investment environment by reducing predictability 

for economic actors. The policy capacity literature reveals that 

a strong operational capacity reduces uncertainties and 

contributes to firms' more rational shaping of long-term 

investment decisions. Exogenous pressures such as CBAM 

therefore struggle to create the expected economic 

transformation when national operational capacity is 

insufficient. 

Political capacity, on the other hand, refers to the social and 

political legitimacy of policy choices, effective communication 

with stakeholders, and the ability to maintain long-term 

commitments. Since climate policies inherently bring economic 

conflicts of interest, it becomes difficult to implement such 

policies permanently and consistently without a strong political 

capacity (Wu, Ramesh & Howlett, 2015; Gleeson, Legge & 

O'Neill, 2009). Although economic impacts are often discussed 

in terms of cost calculations in the context of CBAM, the policy 

capacity approach shows that these effects are also shaped by 

the perceptions, resistances and support levels of the actors. 

Especially strong industrial lobbies and short-term economic 

concerns can disrupt adaptation processes in countries with 

weak political capacity. One of the key contributions of this 

approach is its ability to explain how economic structures 

permeate policy processes and limit policy outcomes. 

In this context, when external pressures such as CBAM are 

incorporated into national institutional structures, the quality 

and level of policy capacity shape the scope of the 

transformation that may occur in the economy. In other words, 

the existence of external pressure alone is not sufficient; how 

this pressure is interpreted, managed, and internalized within 

existing institutional arrangements influences political and 

economic outcomes. Differences in responses to CBAM across 

countries may therefore be linked not only to the regulation 

itself, but also to variations in national policy capacity. Such 

variations are shaped by structural and political factors, 

including administrative traditions, levels of economic 

integration, prior experience with climate governance, and the 

degree of coordination between public and private actors. Since 

the first announcement of CBAM, some countries have 

expressed strong resistance while others have pursued policy 

adaptation and harmonization, suggesting that the mechanism 

does not function as a uniform norm. Thus, the economic and 

political effects of CBAM are mediated by the broader 

institutional and political context within which it is embedded 

(Wu, Ramesh & Howlett, 2015).

Table 1. Policy Capacity Limitations in Emerging Economies in the Context of CBAM 

Capacity level Analytical capacity Operational capacity Political capacity 

Individual 

The lack of technical experts on 

emissions accounting, carbon pricing, 

and cost calculations makes it 

difficult to accurately calculate 

carbon costs and clarify investment 

signals. 

The lack of trained personnel for 

MRV systems and carbon regulation 

enforcement leads to implementation 

delays and uncertainties. 

Policymakers' framing of carbon 

regulations as a short-term cost factor 

rather than an opportunity for 

economic transformation increases 

social and sectoral resilience. 

Corporate 

Dispersed and incompatible data 

generation among institutions 

undermines the reliability of 

emissions data used in policy design 

and the accuracy of economic 

planning. 

Lack of coordination between 

institutions and inadequate 

administrative infrastructure make it 

difficult to effectively operate 

mechanisms compatible with ETS 

and CBAM. 

The limited capacity of public 

institutions to manage stakeholder 

conflicts in the face of pressure from 

carbon-intensive sectors undermines 

policy coherence. 

Systemic 

Dispersed and incompatible data 

generation among institutions 

undermines the reliability of 

emissions data used in policy design 

and the accuracy of economic 

planning. 

Lack of coordination between 

institutions and inadequate 

administrative infrastructure make it 

difficult to effectively operate 

mechanisms compatible with ETS 

and CBAM. 

The limited capacity of public 

institutions to manage stakeholder 

conflicts in the face of pressure from 

carbon-intensive sectors undermines 

policy coherence. 

Table 1 concretizes the policy capacity framework developed by 

Wu, Ramesh, and Howlett (2015) through the institutional and 

economic limitations faced by emerging economies in the 

context of CBAM. The table does not consider policy capacity 

as a concept limited to individual knowledge and skills; It offers 

a holistic analytical framework that shows how analytical, 

operational and political competencies work together at 

individual, institutional and systemic levels. This approach 

provides a critical conceptual depth to explain why external 

climate pressures produce different economic and governance 

outcomes in different countries. The main problem that stands 

out in the analytical capacity dimension is the reliability of 

emission data and the ability to calculate carbon costs correctly. 

Lack of technical expertise at individual and institutional levels, 

as well as issues related to data integrity, make it difficult for 

carbon pricing to produce a clear and predictable policy signal 

for economic actors. This situation creates uncertainty in the 

investment and production decisions of companies; It limits the 

effectiveness of CBAM's market-based incentive mechanism. 

At the systemic level, the inability to adequately integrate 

climate policies with industrial, trade and investment policies 

prevents the transformation of carbon costs into long-term 

competitive strategies. Findings on operational capacity reveal 

that complex regulations such as CBAM cannot be effectively 

implemented through legal compliance alone. Lack of 

coordination between institutions, limited administrative 

infrastructure and weakness of implementing capacity; It 

reduces the effectiveness of emission trading systems and 

monitoring-reporting-verification (MRV) mechanisms. 

Economically, this situation leads to irregular and unpredictable 

reflection of carbon costs on companies; It causes investment 

decisions to be postponed and the total cost of green 

transformation to increase. The political capacity dimension 

clearly shows why climate policies are not only a technical but 
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also a political and economic field of struggle. The pressure of 

carbon-intensive sectors, combined with short-term growth and 

employment priorities, makes it difficult for policymakers to 

consistently and decisively pursue long-term decarbonization 

goals. This explains why responses to CBAM differ between 

countries; reveals that the effect of the regulation is shaped by 

the political and institutional capacity at the national level rather 

than technical imperatives. 

In general, Table 1 shows that the economic effects of CBAM 

are not automatic and unidirectional; shows that these effects are 

determined together by analytical accuracy, administrative 

applicability and political ownership level. In this context, while 

external climate pressures function as a lever that accelerates 

transformation when met with a strong policy capacity; In case 

of lack of capacity, it turns into a pressure factor that is limited 

to formal compliance and increases economic uncertainties. 

6. Conclusion 

This study examines the impacts of the Carbon Border 

Adjustment Mechanism (CBAM) on developing economies 

from a perspective that differs from the dominant literature, 

which primarily focuses on trade losses, competitiveness 

concerns, or cost increases. Instead, it asks how external climate 

regulations are received and mediated by domestic institutional 

structures. The analysis conducted in the case of Türkiye shows 

that CBAM does not automatically generate policy convergence 

or directly trigger a decarbonization process, as is often 

assumed. Rather, its effects are shaped by the limits of existing 

institutional capacity. In other words, the mere presence of 

external pressure does not in itself produce transformation; the 

depth of change largely depends on national governance 

infrastructures. The findings indicate that while certain technical 

improvements have been achieved in emissions monitoring and 

reporting in Türkiye, significant gaps remain in the 

institutionalization of carbon pricing, inter-agency coordination, 

and long-term political commitment. As a result, the adaptation 

process has largely remained at the level of regulatory 

adjustments and reporting practices, and has not yet evolved into 

a comprehensive policy shift capable of transforming 

production structures, investment decisions, and industrial 

strategies. This situation points to a clear gap between formal 

compliance and substantive transformation in practice. These 

results both align with and diverge from the existing literature. 

Studies focusing on the economic and trade effects of CBAM 

argue that by internalizing carbon costs, the mechanism will 

incentivize countries to adopt stricter climate policies (Hufbauer 

et al., 2022; Mehling et al., 2025). Similarly, some analyses view 

CBAM as a lever that could accelerate the global diffusion of 

carbon pricing and eventually lead to policy convergence 

(Mehling et al., 2025). From this perspective, external cost 

pressures are expected to generate a rational process of domestic 

reform. By contrast, another strand of the literature emphasizes 

that CBAM may impose additional costs and inequalities on 

developing economies and may even increase the risk of trade 

exclusion (Eicke et al., 2021; Magacho et al., 2024). These 

studies suggest that in countries with limited technical and 

financial capacity, the mechanism may function less as a driver 

of transformation and more as an additional burden. 

Macroeconomic simulations for Türkiye similarly point to 

potential short- and medium-term pressures on production and 

exports (Acar et al., 2022). 

While the findings of this study are closer to the latter 

perspective, they move the discussion beyond purely economic 

costs and reframe it around institutional capacity. The problem 

is not simply “high costs,” but rather the weakness of the 

administrative infrastructure needed to manage these costs and 

translate them into credible policy signals. In this respect, the 

observed pattern is consistent with the notion of “decoupling” 

emphasized in institutional theory: formal regulations may be 

adopted in response to external norms, yet these rules often have 

limited impact on everyday practices (Meyer and Rowan, 1977; 

DiMaggio and Powell, 1983). However, this study links such 

decoupling not only to symbolic compliance or legitimacy 

concerns, but also to concrete capacity constraints. Moreover, 

the policy capacity framework (Wu, Ramesh, and Howlett, 

2015) provides a useful lens for understanding the limited 

transformation observed in Türkiye. Without reliable data 

production, effective administrative coordination, and sustained 

political ownership, it is difficult for external pressures to 

translate into lasting reforms. This suggests that the impact of 

CBAM depends less on the stringency of the regulation itself 

and more on the institutional environment in which it operates. 

Differences in outcomes across countries therefore reflect not 

only economic structures but also varying levels of policy 

capacity. These findings imply that, for economies such as 

Türkiye, compliance with CBAM cannot be treated merely as a 

narrow technical or regulatory issue. Without a robust 

monitoring and verification system capable of producing 

reliable and comparable emissions data, carbon costs cannot 

become predictable or credible. Likewise, carbon pricing 

instruments need to be integrated with energy, industrial, and 

trade policies rather than remaining confined to legal texts. 

Reducing institutional fragmentation and ensuring continuity in 

implementation are equally essential. Supporting the private 

sector through finance, technology transfer, and capacity-

building measures is also critical, and carbon policies should be 

framed not simply as punitive tools but as strategic industrial 

policy instruments that enhance efficiency and maintain access 

to European markets. Otherwise, external pressures may lead to 

postponed investments and sectoral resistance rather than 

accelerating transformation. 

In conclusion, this study shows that CBAM is not, by itself, a 

transformative instrument for developing economies; its effects 

are mediated by national institutional capacities. The experience 

of Türkiye indicates that sustainable carbon governance depends 

less on external compliance and more on the strengthening of 

domestic capacities. Lasting transformation therefore requires 

long-term institutional reforms that reinforce administrative 

infrastructure and policy continuity, rather than short-term and 

reactive adaptation measures. 
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