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THE COST OF CARBON PRICING:
COMPETITIVENESS IMPLICATIONS FOR THE
MINING AND METALS INDUSTRY
In May, 2011 the International Council on Mining and Metals (ICMM) established a climate
change program with the goal of ensuring the continued competitiveness of the industry in
a low carbon future. While the strong preference of the industry is an eventual global regime
with a common carbon price, ICMM’s members are open to operating in national regulatory
environments that are fair and transparent. To that end, ICMM commissioned a report with
the International Institute for Sustainable Development (IISD) that begins to assess how best
to develop carbon pricing policies that achieve a transition to a low carbon economy without
compromising the ability of national industries to compete internationally. This article represents
a summary of that report.1
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measures significantly reduce costs,
except in British Columbia and in the
EU, when grid-based electricity is consumed. A similar pattern of results is
seen for copper, except that the difference in potential impacts between grid
electricity and renewables is much less
pronounced.
The impact of emissions reductions policies on iron ore mining is likely to be
lower due to its relatively low emissions
intensity. Figure 3 shows that the potential impact of carbon costs, without
any compensation, is less than 1 per
cent for all jurisdictions and all financial
indicators. However, emissions intensity can vary across production sites and
the policy impact can differ accordingly. The ranges on Figure 3 illustrate the
variation that ICMM member companies
have around these averages.
Figure 4 shows that the potential carbon
costs for coal production are similar on
average for the four jurisdictions where
ICMM member companies have a significant share of production. However, coal
production has a highly variable emissions intensity by mine, which depends
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PRICE
An indication of the percentage increase
in costs of a carbon policy enables the
easy identification of the most vulnera-

Recommendations
Based on the analysis undertaken, the
following recommendations have been
drawn:
1. ELECTRICITY, ELECTRICITY, ELECTRICITY! CAREFULLY CONSIDER THE
TREATMENT OF THE ELECTRICITY
SECTOR AND HOW THIS WILL AFFECT
ALL INDUSTRIAL USERS.
Inclusion of the electricity sector within a
system may result in carbon costs being
passed through to users through their
electricity bills. The potential impact is
greater for those industries such as metal smelting that are electricity intensive
and in cases where the electricity grid is
fossil fuel dominated. The fuel mix of a
grid is largely out of industry’s control. To
mitigate the impact, carbon pricing systems need to consider how best to treat
the electricity sector and how to account
for and mitigate any related increases in
user costs.
2. LINK LONG-TERM EMISSIONS
REDUCTIONS TARGETS INTO POLICY
MEASURES
Significant reductions in GHG emissions from the mature processes used
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(Endnotes)
1
Authors and contributors to this document include Peter Wooders,
Lucy Kitson, Greg Cook, Simone Cooper and John Drexhage. / 2 A full
description of the inputs and assumptions to the quantitative analysis
can be found in the full report.
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