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INTRODUCTION

The year 2024 marked the hottest year
ever recorded, highlighting the urgent
need for enhanced efforts in new energy
production globally. Despite worldwide
governmental initiatives, significant short-
ages in new energy capacity and invest-
ment persist. During this period, China
has significantly transformed its climate
policies, transitioning from a passive role
in global climate governance to a proac-
tive leadership position in addressing cli-
mate change. This green transition offers
numerous benefits, both within China and
globally. To leverage China’s green tran-
sition for global climate mitigation, the
international community should take ad-
vantage of the progress made, which not
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only aligns with China’s interests but also
benefits the world as a whole.

THE DESTRUCTIVE EFFECTS OF
CLIMATE CHANGE

The continuous rise in global temperature
exacerbates extreme weather events and
also has profound effects on global eco-
nomic and social stability. Climate change
has significantly disrupted several major
industries, such as agriculture, energy,
infrastructure, and global supply chains,
with particularly severe consequences for
developing countries that rely heavily upon
natural resources to support their econo-
mies. Food security is under a dual threat
from rising temperatures and extreme
weather; supply chains are frequently dis-



rupted, and infrastructure is damaged,
further fueling the precarious state of the
global economy.’

SEVERE SHORTAGES IN NEW ENERGY
CAPACITY AND INVESTMENT
Despite worldwide governmental initia-
tives, significant shortages in new energy
capacity and investment persist. The In-
ternational Energy Agency (IEA) calls for
an annual investment of US$4.5 trillion in
green energy. However, in 2023, only a frac-
tion of the proposed amount was spent, a
mere US$1.3trillion. This large gap be-
tween demand and actual progress high-
lights the urgency and necessity of devel-
oping cost-effective products, improving
resource allocation to increase efficiency,
and advancing technology to accelerate
progress. Solar panels present immense
growth potential and could be a key player
in combating global climate change, with
the IEA forecasting that global demand for
new photovoltaic installations will reach
820 gigawatts. Yet again, in 2022, produc-
tion capacity was still insufficient, meeting
only one-quarter of that target - far from
overcapacity.? Similarly, the electric vehicle
(EV) market grew exponentially in 2023, with
global EV sales rising by 35% year-on-year.
However, while global demand for EVs is
projected to reach 30 million units by 2027,
China exported only 1.2 million EVs in 2023,
underscoring a severe supply shortage.®
This shortage primarily affects de-
veloping countries, whose transition to a
low-carbon economy and fight against cli-
mate change challenges urgently require
funding and technological support from
the international community. Therefore,
countries should commit to promoting
the usage and flow of green technology
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and green products through an open and
inclusive international trading system.
They should also avoid the politicization of
climate issues or their use as economic
tools. Any policies that hinder the global
transition to a green economy, excessive
trade restrictions in particular, will com-
plicate global climate cooperation and
weaken the collective power and response
to climate change.

CHINA'S PROGRESS TOWARDS A
GREEN TRANSITION
In recent years, China’s climate policies
have undergone a significant transforma-
tion, shifting from passive participation
in global climate governance to taking on
a responsible leadership role in combat-
ing climate change. President Xi Jinping
launched the Global Development Initiative
at the UN General Assembly, emphasizing
the need to accelerate the transition to a
green, low-carbon economy and achieve
green recovery and development, while also
improving global environmental governance
to actively respond to climate change.
China has not only committed to
achieving carbon peak by 2030 and carbon
neutrality by 2060, but it is also advancing
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international green development coopera-
tion through mechanisms such as the Belt
and Road Initiative (BRI). “By actively par-
ticipating in international climate agree-
ments and promoting sustainable trade,
China is gradually coming to the forefront
of global climate governance. At a seminar
at WTO headquarters, Former Vice Minis-
ter of Commerce and former World Trade
Organization (WTO) Deputy Director-Gen-
eral Yi Xiaozhun recently highlighted that
China’s green policies not only have pro-
found impacts on its domestic economy
but also provide significant momentum
for the global green transition.®

Currently, although coal remains Chi-
na’'s dominant energy source, the country
is actively reducing its reliance on coal by
significantly expanding renewable energy
and nuclear power. According to China’s
fourteenth Five-year Plan (2021-2025],
the total installed capacity of renewable
energy, such as wind and solar power, is
expected to exceed 1.2 billion kilowatts
by 2030.¢ Clean energy will become a
core component of China’s future energy
structure.

Moreover, China has invested heavily in
advancing renewable energy technologies,
EV technologies, smart grids, energy stor-
age systems, and other environmentally
friendly technologies. Additionally, China is
implementing a nationwide carbon trading
market. This system aims to use market
mechanisms to incentivize businesses to
reduce their carbon emissions and drive
high-emissions industries to accelerate
technological upgrades and transition to
greener practices. Furthermore, China
is actively promoting the development of
new infrastructure; including 5G; artificial
intelligence; and the Internet of Things,
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which, through widespread application,
will improve energy efficiency and reduce
the carbon footprint.

CHINA'S GREEN TRANSITION IS
BECOMING MORE MARKET-DRIVEN
THAN GOVERNMENT-LED

As Yi Xiaozhun emphasized, the green
transition is driven more by market com-
petition and technological innovation
rather than relying on government subsi-
dies. He noted that the success of China’s
renewable energy industry is not based
on long-term government subsidies, but
more on fostering market competition,
rapid technological innovation, and its
large market scale.

In the process of developing a green
economy, China has established a national
carbon emissions trading market, creating
a market-based mechanism for emissions
reduction to ensure transparency and fair-
ness in carbon trading. It not only helps
China control its total carbon emissions
but also safeguards fair competition in
international trade, providing a more eq-
uitable environment for Chinese enterpris-
es to engage in global markets. Through
these measures, China promotes its green
economic transition while also upholding
the stability of the multilateral trading
system, demonstrating its commitment
to international sustainable development.

Government subsidies helped China’s
renewable energy industry achieve rapid
growth in the early stages. However, in re-
cent years, China has gradually reduced
subsidies in sectors such as photovolta-
ics, wind power, and EVs. For instance, the
Notice on Matters Relevant to Photovoltaic
Power Generation in 2018 significantly re-
duced photovoltaic subsidies and limited



the scale of new photovoltaics projects.
As these subsidies decreased, Chinese
photovoltaics companies improved their
competitiveness by enhancing technology
and reducing production costs, gradually
lowering the price of electricity. This tran-
sition has enabled them to secure a domi-
nant position in the global market.

In the EV sector, the Chinese gov-
ernment’s subsidies began to gradually
decrease in 2017 and the subsidies for
EV buyers were completely cancelled in
2022. The withdrawal of these subsidies
accelerated the marketization of the in-
dustry, pushing EV companies to compete
through technological innovation and cost
control. In 2018, China had as many as
480 EV manufacturers; however, due to
intense market competition, only about 50
companies remain today. This competitive
pressure has driven companies to continu-
ously improve their technology and reduce
production costs, allowing them to secure
a more advantageous position in the inter-
national market.

CHINA IS FACING GROWING CRITICISM
OVER OVERCAPACITY AND TARIFFS
This green transition offers numerous
benefits both within China and globally,
including lower energy costs, environ-
mental protection, and support for oth-
er nations through trade and technology
transfer. However, China’s efforts face
criticism over potential overcapacity’ and
challenges from tariffs and protectionist
measures.® In recent years, due to the
combined effects of geopolitical tensions,
rising economic protectionism, and the
Covid-19 pandemic, the trend of deglo-
balization has intensified. This has led to
profound changes in the global trade land-

225

GEOECONOMICS AND TRADE

scape, particularly in renewable energy
and green technology, where heightened
competition among countries has exacer-
bated the instability and unsustainability
crisis of the global trading system.

Global trade growth has been one of
the key drivers of economic growth and
technological advancement. However, with
the rise of trade protectionism, particular-
ly the “local-first” policies adopted by ma-
jor economies in recent years, the open-
ness and fairness of international trade
has faced unprecedented challenges. In
response to competition in renewable en-
ergy products, countries have implement-
ed measures that conflict with free trade
policies, such as tariffs and other green
barriers. These policies have not only
sparked widespread controversy globally,
but have also intensified conflicts in inter-
national efforts to address climate change
and coordinate trade policies.

RECOMMENDATIONS FOR CHINA AND
THE INTERNATIONAL COMMUNITY IN
THE GLOBAL GREEN TRANSITION

In the context of addressing climate
change and achieving sustainable devel-
opment, international trade policies are
gradually transitioning towards green and
low-carbon models. Rather than resorting
to protectionism, the focus should be on
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fostering cooperation among all stakehold-
ers. Governments, businesses, and inter-
national organizations should work togeth-
er to develop and implement sustainable
trade policies, promoting the global circu-
lation of green products and technologies
to achieve a win-win situation for economic
growth and environmental protection.

THE RECOMMENDED MEASURES ARE
OUTLINED BELOW

Formulate Sustainable Trade Policies
and Optimize the Structure of Green
Products
Sovereign nations should develop trade
policies from the perspective of sustain-
able development, encouraging the export
of sustainable products, while restricting
the export of raw materials with high ener-
gy consumption and high emissions. This
will help optimize the global structure of
the green products and services trade.
By leveraging regional industrial ad-
vantages and strengths in green devel-
opment, countries should accelerate the
transformation towards green energy,
promote the application of green technol-
ogies, and encourage businesses to pri-
oritize low-carbon, energy-efficient, and
environmentally friendly green materials
and technologies in their design and man-
ufacturing. This will enhance the competi-
tiveness of green product exports.
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For example, the automotive sector
in China and Europe could pioneer new
forms of industrial collaboration through
joint research and development facilities,
shared talent development programs and
harmonized technical standards. Chinese
manufacturers could establish production
bases in Europe, creating jobs and fos-
tering technological exchange. Currently,
BYD is establishing a battery production
facility in Hungary, adding to the region’s
EV manufacturing capacity. Additionally,
CATL, a global leader in battery technol-
ogy, is developing multiple major projects
across Germany, Hungary, and Spain.
These investments show how manufactur-
ing synergies can move in both directions,
following the successful model of Euro-
pean carmakers in China but adapted for
today’s evolving automotive landscape. The
EU and China should also revive negotia-
tions on the Comprehensive Agreement on
Investment, which would provide crucial
institutional safeguards for businesses.

Deepen Multilateral, Bilateral, and
Regional Cooperation

Countries should collectively uphold the
international system, with the UN at its
core, and work towards the full implemen-
tation of the United Nations Framework
Convention on Climate Change (UNFC-
CCJ and the Paris Agreement. Countries
should actively advocate for sustainable
investment, production, and consump-
tion in the UN Sustainable Development
Goals (SDGs) policy framework. The WTO,
as a platform, could be leveraged to fos-
ter global governance consensus, update
rules, and promote the establishment of a
new sustainable trade mechanism. Coun-
tries should also promote policies that



encourage sustainable trade, use multi-
lateral negotiations to reduce or even ex-
empt tariffs on sustainable products, and
offer trade facilitation measures for their
customs clearance.

Advancing Low-Carbon Regulations

and Strengthening International
Cooperation

Countries should strengthen international
cooperation and advance low-carbon regu-
lations within major global institutions. In
2012, APEC members reached the world's
first substantive agreement on a list of en-
vironmental products aimed at promoting
trade liberalization in such products, cov-
ering 54 customs tariff codes. In 2021, the
International Monetary Foundation (IMF)
recommended that the world’s major
carbon-emitting countries increase car-
bon prices under the G20 framework, in
consideration of development stages and
historical emissions responsibilities, and
establish a carbon price floor. The Orga-
nization for Economic Co-operation and
Development (OECD] has long emphasized
the importance of carbon pricing, identify-
ing it as the most crucial policy tool in ad-
dressing climate change. Countries should
effectively leverage existing multilateral
collaboration platforms to promote pol-
icy coordination in sustainable trade and
green finance, setting unified standards
under an inclusive framework. Addition-
ally, efforts should be made to enhance
supply chain transparency and foster co-
operation in technological innovation.

Strengthening International Coopera-
tion in Green Industrial Chains

China should leverage its aforementioned
role as a global leader in addressing cli-
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mate change by driving international
low-carbon development in upstream and
downstream industries, as well as in re-
lated sectors. International cooperation
in green manufacturing should also be
strengthened generally to promote the
establishment of a cooperation system
for low-carbon green industry and supply
chains. This would ensure the efficient
integration of high-end resources with
the real economy. Other measures could
include enhancing international techni-
cal exchanges and cooperation, reducing
the market entry costs for green products
and technologies to accelerate their global
adoption, and improving the top-down de-
sign for addressing climate change.

Deepening International Cooperation

in Green Finance

To aid international cooperation, global

practical cooperation should be promoted

in climate investment and financing, such

as encouraging the development of green

credit, green bonds, green insurance, and

other financial products that can provide

the following (along with other key areas):

e Financing support for energy
conservation;

e Environmental protection;

e Clean production;

e Clean energy;

e Ecological environment;

e Green infrastructure; and

e Green services.

To improve the mechanisms for inter-
national cooperation in green finance,
the following should be enhanced: the
alignment in assessment standards, en-
vironmental and governance information
reporting, and disclosure. Again, given its
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aforementioned leading role, China could
help to facilitate these actions. In addition,
developing international green finance
standards and strengthening global coor-
dination within a standard green finance
framework should be actively explored.
It is also recommended that Chinese-led
multilateral banks, such as the Asian In-
frastructure Investment Bank (AlIB) and
the New Development Bank (NDBJ, should
provide credit services, issue sustainable
bonds, and invest in carbon reduction ini-
tiatives and green economies in develop-
ing countries. They should also help un-
derdeveloped economies establish carbon
markets.

Promoting South-South Cooperation for
Joint Green Transition

Enhancing South-South cooperation in
green transition is also recommended. In
November 2023, China signed 48 South-
South cooperation agreements on climate
change with BRI partner countries. De-
signing and promoting green transition
plans within economic and trade coop-
eration zones along the BRI route is now
recommended to help address the needs
of BRI countries in transforming tradition-
al industries and upgrading energy infra-
structure. Using its experience to expand
green transition with BRI countries, China
could increase its export of green technol-
ogies and green production capacities.

In conclusion, addressing climate
change calls for immediate and sustained
global action. The international commu-
nity must unite, building on the current
momentum to strengthen collaboration
in the green transition and climate solu-
tions. Through collective effort, we can
shape a future where climate action is
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not only a necessity but also a catalyst for
global progress, innovation, and shared
prosperity.
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