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Summary

- Dramatic emissions reductions pledges in the West are irrelevant without corresponding reduc-
tions in the developing world, but neither China, India nor Russia, nearly 40% of world emissions,
have made relevant commitments.

+ China has declared that its emissions will rise until 2030, with its incremental emissions in the
period 2020 to 2025 exceeding the total emissions of Japan. India’s emissions will also rise beyond
2030.

+ In this context, the 45% reduction in global emissions by 2030 required to limit temperature
increases to 1.5°C has a near zero probability of being achieved.

« This failure in climate diplomacy can be attributed to neglect of the energy requirements of
developing countries in Asia, which are the epicentre of incremental energy demand and green-
house gas emissions.

« Polling by the United Nations shows that while citizens in the developed world put a high pri-
ority on tackling climate change, those in the developing world place Sustainable Development
Goals such as health and wellbeing, decent work and economic growth, and quality education in
the top three ranks, with climate occupying much lower places (fifteenth in China, ninth in Indo-
nesia).

« Even in the developed world, willingness to pay is severely limited, and far lower than the ex-
penditures required to deliver the 1.5°C target.

- The pragmatism of the Paris Agreement is threatened by the inflexible fundamentalism of the
emerging Net Zero target agenda and puts the developed and developing worlds on a collision
course. China is the sole beneficiary of these failing climate policies and the international discord
that they create.

.« By setting a carbon neutrality target for 2060, ten years later than that of the other developed
countries, China has secured room for manoeuvre, and as soon as the failure of the Net Zero poli-
cies becomes evident, China will criticise the West and procrastinate over its decarbonisation tar-
get.

« Chinese companies are the principal beneficiaries of the green agenda, holding 70% of the
global solar market, and representing seven out of the ten largest wind turbine manufacturers.

« The trend towards electric vehicles (EVs) is a particularly advantageous development for China,
sweeping away the decades of accumulated technological advantage in internal combustion en-
gines of its major international competitors, and providing a short-cut to automobile power status.

« Dependence on Middle Eastern oil has long been the Achilles’ heel of global energy securi-
ty, but a shift towards renewables, battery storage and EVs could cause a different risk, namely
growing dependence on China for fundamental strategic minerals and the high value components
manufactured from them.

« Low-carbon policies in the West will reduce the cost of fossil fuels to China, while at the same
time increasing energy costs in the West itself, delivering competitive advantage to China. Carbon
Border Adjustment Measures will be powerless to prevent this free-riding.

« The West’s decision to cease funding modern coal power in the developing world ignores the
realities of those countries’ requirements and gives China the opportunity to expand its influence
by offering the practical assistance that developed countries deny them.

« China’s plans for a regional and then a world electrical power grid raises security concerns
around cyber-attacks and politically or militarily motivated disconnections.

« Thedivided and acrimonious world that is being created by Net Zero policies will permit China
to further enhance its global economic presence and influence while the developed, democratic
world becomes economically, politically, and militarily weaker.
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1. The Biden climate summit

On 23 April 2021, the ‘Leaders’ Summit on Climate’ ended with mixed or,
rather, a divided outcome.’ The summit, which was included in President
Biden’s campaign platform, was intended to demonstrate that after a
four-year absence during the Trump administration the US was back as
part of the global endeavour to tackle climate change, and moreover that
it was in the driving seat, encouraging other countries to raise their levels
of ambition, namely the Nationally Determined Contributions (NDCs) for
achieving the 1.5°C target and global carbon neutrality in 2050.

The EU had already adopted a new emissions target in December
2020 - a 55% reduction from the 1990 level by 2030, a 15 percentage
point increase on their previous target. Just before summit, the US an-
nounced its own new 2030 pledge: a 50% reduction below 2005 levels,
nearly doubling its previous target.? At the summit itself, Japan and Can-
ada announced similarly ambitious new targets.?

This may sound impressive, but the US, EU, Japan and Canada com-
bined account for less than a quarter of global greenhouse gas (GHG)
emissions, so if the global community is really aiming at the 1.5°C target
and carbon neutrality by 2050, what matters are the actions of the emerg-
ing economies. However, and unsurprisingly, there were no announce-
ments from China, India or Russia, which account for 26%, 7% and 5% of
global emissions respectively — nearly 40% of global emissions in total.

China’s current NDC aims for emissions to ‘peak’ by 2030. In other
words, it will increase GHG emissions in the ten years up to 2030. Indeed,
from 2020 to 2025, Chinese incremental emissions will exceed the total
emissions of Japan. Meanwhile, India’s NDC is a 33-35% reduction by
2030, but projected robust growth implies that its emissions will con-
tinue to grow well beyond that date. In this context, the call for a 45%
reduction of global GHG emissions by 2030 has a near-zero probability of
being achieved.*

That is why the US climate envoy John Kerry visited Shanghai a week
before the summit: to persuade his counterpart, Special Envoy Xie Zhen-
hua, to increase China’s level of ambition. However, Kerry's visit ended
with little to show for it. Instead of unveiling concrete steps towards Pres-
ident Xi's announcement of carbon neutrality goal by 2060, China called
on the US to shoulder more responsibility.

That makes sense from Beijing’s point of view, since it regards US
climate demands as part of its grand strategy to curb China’s economic
growth. Pang Zhongying, an international affairs specialist at the Ocean
University of China, remarks that:

... with both China and the US hardening their stance towards each
other, it is getting harder for them to still cooperate on climate in the
middle of deepening, across-the-board competition. Kerry’s visit may
be further proof that the window of opportunity for bilateral coopera-
tion is closing.®

Judging from the widening divisions between the OECD states and
the key emerging economies, the idealistic climate diplomacy of Presi-
dent Biden and Special Envoy Kerry appears to be futile.
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2. Inconvenient truths

Energy realities in Asia
The failure of current climate diplomacy can be attributed
to neglect of the realities of energy in developing countries,
particularly in Asia, which is the source of most of the in-
creases in global energy demand and GHG emissions.

China is driving its economic recovery from COVID-19
with coal-fired power plants, commissioning some 38 GW
of new capacity in the last year, more than offsetting the
closures achieved in the rest of the world. China’s new coal
plants represented 76% of the global total, and there is an
ambitious future construction pipeline.t

In India, meanwhile, in June 2020, Prime Minister Modi
initiated an auction for the rights to mine the country’s coal,
aiming at energy self-sufficiency and the creation of new
jobs.” While actively investing in renewables, India will con-
tinue to rely on fossil fuels since they are abundant, accessi-
ble, affordable, and dependable.? Professor V Ranganathan,
a visiting professor at the University of Pennsylvania, has
explained why:

...solar and wind can be no match for good old coal-
based electricity because [renewable energy] is intermit-
tent energy, i.e. it provides only energy, while the coal/
storage hydro is continuous energy providing both ca-
pacity and energy.

In an overview of the situation, the Institute of Energy
Economics, Japan predicts that coal consumption will grow
continuously in both India and, more broadly, in the mem-
ber states of the Association of Southeast Asian Nations
(ASEAN) from now to 2050, even though coal’s share of to-
tal primary energy supply and of fuel for power generation
will fall.?

In short, those alleging the existence of an energy tran-
sition in the developed countries, and on that basis calling
for a global shift from fossil fuels to renewable energy, are
not facing the reality of energy supply in Asia, where fossil
fuels will necessarily be dominant for many years.

Ranking the Sustainable Development Goals

More broadly, it should be recognized that countries have
different priorities among the seventeen UN Sustainable
Development Goals (SDGs), those choices reflecting their
own national circumstances. This can be seen clearly in the
UN poll,'My World 2030, which engaged more than 500,000
respondents worldwide. Sustainable Development Goal
13 (Climate Action) was ranked only as the ninth most im-
portant, while the top three positions were taken by Good
Health and Well-being of People (SDG3), Decent Work and
Economic Growth (SDG 8), and Quality Education (SDG 4).
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Country-specific outcomes in the UN'’s polling show an
even starker contrast. Respondents in Sweden gave climate
action the pole position, while those in China placed it fif-
teenth, and those in Indonesia ninth place. If it is unsurprising
that the climate agenda receives high ranking in rich coun-
tries such as Sweden, it is also natural that developing coun-
tries are more preoccupied with poverty eradication, quality
education, health and welfare, and job opportunities. All of
these require robust economic growth, which must be un-
derpinned by a secure and affordable energy supply. Climate
action has never been and cannot ever be a priority for de-
veloping countries, yet it is precisely these countries that will
determine whether the world is carbon neutral in 2050.

Willingness to pay matters

One could argue that the Paris Agreement has substantially
changed global awareness of climate change, and in fact
many people - perhaps even most — would say they are con-
cerned to some degree about climate change. However, the
crucial test is how much they are willing to pay to tackle the
issue. From the end of 2018 to0 2019, France was overwhelmed
by the Gilets Jaunes, the Yellow Vests." While the background
of the protest movement is rather complex, its direct trigger
was a carbon tax, raising the cost of vehicle fuel.

That a carbon tax increase should be so vigorously re-
jected in France, the home of the Paris Agreement, was an
irony lost on nobody. A survey at the time found that seven
out of ten Americans thought climate change is happening,
and that some 60% said climate change is mostly or entirely
caused by humans.'? On the other hand, while 57% would
support a proposal that would add $10 to their annual elec-
tricity bills to combat climate change, a striking 67% would
oppose policies that increased their own yearly costs by $120
or more.

Obviously, there are limits to willingness to pay, and
these limits are very much lower than would be required to
meet the relevant climate targets. The International Energy
Agency’s recent report Net Zero Emissions by 2050 assumes a
carbon price of $75 per tonne of carbon dioxide ($75/tC02)
in 2025 and $130/tCO, in 2030." This implies that citizens of
the United States, where per-capita emissions are about 16
tCO, per annum, would have to shoulder an additional cost
burden of more than $1000 per year in 2025. Since two thirds
are opposed to an additional payment of $120 a year on their
electricity bill, this does not seem likely to be politically viable.

It seems clear, then, that there is a wide gap between the
public’s expressions of general concern about climate change
and their actual willingness to pay. Furthermore, that willing-
ness to pay is far lower than the required level of carbon pric-
ing consistent with meeting the 1.5°C target. This gap will,
naturally, be still greater in developing countries.
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3. Thefragility of the Paris Agreement

As discussed above, ideological climate diplomacy motivated by eco-fundamentalism does not
recognize the inconvenient truths about energy requirements in developing countries, or the
different ways in which developed and developing countries rank the Sustainable Development
Goals. Indeed, there is even a lack of realism about the actual willingness of the rich, developed
world to pay to tackle climate change. This has the potential to destabilise the fragile Paris Agree-
ment and to trigger a confrontation between developed and developing countries.

However, having learnt lessons from previous acrimonious negotiations, the framers of the
Paris Agreement of 2015 designed it as a hybrid regime. On the one hand, in response to strong
demand from small-island states and environmental activists, they set a top-down global goal, lim-
iting temperature increases to well below 2°C, and preferably to 1.5°C, compared to pre-industrial
levels. On the other hand, they also established a bottom-up pledge-and-review process, with na-
tions required to set their own targets, reflecting their specific national circumstances. Countries
are then required to report periodically on progress in reaching them, submit them to internation-
al expert review and, finally, to revise them every five years. While this process is legally-binding,
there is no penalty, even if a signatory fails to achieve its targets, a fact which constitutes the major
difference between the Kyoto Protocol of 1997 and the Paris Agreement. This bottom-up nature
- acknowledging each country’s national circumstances and allowing for flexibility — enabled the
participation by all parties, including China and the US, in the process. In short, the Paris Agree-
ment is a relatively pragmatic hybrid regime of top-down global goals and bottom-up country
actions, with a great deal of flexibility built in.

However, subsequent to the Paris Agreement, the 1.5°C target and 2050 carbon neutrality
objective have come to be regarded as binding requirements. Those taking this line are urging
countries to commit to carbon neutrality by 2050 and to raise their NDCs accordingly. This position
not only goes beyond the Paris Agreement, which called only for global carbon neutrality in the
latter half of this century, but also substantially changes its bottom-up nature: the Paris Agreement
is becoming a top-down regime, in which the 1.5°C goal dictates the actions of all parties, without
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regard to their specific circumstances.

Furthermore, the goal of 2050 global carbon neutrality is tantamount to setting a global car-
bon budget by 2050. If developed countries impose this ideology on developing countries, it will
trigger a struggle over the remaining carbon budget.

In the post-Kyoto climate negotiation from 2007 to 2011, developed countries advocated a
global goal of halving emissions by 2050, but developing countries rejected the argument because
they feared the imposition of an emissions cap. Ultimately, while the 2°C goal was included in the
Cancun Agreement of 2010, the quantitative global emissions limit was not. The zero-sum game
created by the imposition of carbon budgets re-opens this matter and will result in bitter conflicts.
If developed countries stick to their desire for global carbon neutrality in 2050, developing coun-
tries will demand, in return, that those developed countries achieve carbon neutrality much ear-
lier than 2050, perhaps in 2040, as well as providing a substantial increase in financial assistance.
Indeed, it is impossible to envisage a situation in which China or India would announce absolute
emissions reduction targets by 2030 for the sake of 2050 global carbon neutrality.

It must also be recognised that developed countries have little if any leverage vis-a-vis devel-
oping countries in getting them to raise their NDCs. They have already played their last cards by
substantially raising their own level of ambition, and it would be extraordinarily difficult for them
to further raise their NDCs or, amid economic difficulties caused by COVID-19, to substantially in-
crease financial assistance. Some might argue that the Carbon Border Adjustment Measures under
consideration in the EU could be used as a ‘stick’ with which to persuade otherwise reluctant de-
veloping countries. However, the policy’s effectiveness is highly doubtful, for complex geopolitical
reasons which are covered in the next section.

In summary, ideological climate diplomacy based on eco-fundamentalism could potentially
not only ruin the pragmatic wisdom embedded in the Paris Agreement, but also trigger intense
acrimony between developed and developing countries. An even more serious problem is that
such a situation would not only be very acceptable for China, but would give it the opportunity for
overwhelming global predominance, a topic to which we will now turn.




4. Serving Chinese interests

Growing international concern

In recent years, Beijing's assertive actions have been the cause
of great concern. Japan's Diplomatic Bluebook 2020 notes that
China continues to increase its defence budget and has been
strengthening and modernizing its military, extensively and rap-
idly but without any transparency.' It is also striving to secure
superiority in new domains, such as outer space, cyberspace, and
the electromagnetic spectrum.

China continues attempts to change the geopolitical status
quo, by force or coercion, at sea and in the air, justifying its ac-
tions by citing unilateral assertions that are incompatible with
the existing order: the law of the sea. In the East China Sea, it
has unilaterally developed resources and undertaken surveys
without Japan’s consent, while in the South China Sea it has con-
structed large-scale military outposts on the Spratly Islands, ig-
noring the ruling of Arbitral Tribunal, which awarded them to the
Philippines.

China’s worrying actions are seen in other areas too. The
Hong Kong Security Law it introduced in June 2020 violates its
treaty with Britain, and is being used to punish protesters and
reduce the city’s autonomy.” Human rights abuses - detention
in camps, forced labour and sexual abuse — against the mostly
Muslim Uighur minority group triggered sanctions on Chinese
officials in March 2021.' China’s mishandling of COVID-19 in its
early stages,'” and uncooperative posture to the WHO team that
investigated the origins of the pandemic,'® have triggered strong
criticism from the global community. The controversial claim that
the virus might have leaked from a Chinese laboratory has been
gaining traction steadily. All these matters have dramatically af-
fected public opinion in Western and other countries. According
to a Pew Research Center survey on China in October 2020, un-
favourable views of China have reached historic highs in many
countries, 73% in the US, 73% in Canada, 81% in Australia, 74%
in the UK, 71% in Germany, 85% in Sweden and 86% in Japan.'

How environmentalists see China

In contrast, Western environmental activists and environmental
NGOs have a rather different perspective on China. In The Red
and The Green: China’s Useful Idiots,*° Patricia Adams argues:

Rather than becoming cautious about China’s role in the world,
these groups lavish it with praise for its environmental efforts,
using superlatives such as 'herculean’and ‘momentous. Green-
peace announced that ‘Prioritizing sustainability will cement
China’s legacy as it assumes a larger role on the global stage!

The World Wildlife Fund has even said that ‘The new aspi-
ration announced by President Xi reflected China’s unswerving
support and decisive steps to enhance climate ambition, and the
Natural Resources Defense Council’s Barbara Finamore even ti-
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tled her laudatory book Will China Save the Planet?*'

This vigorous support in some areas is matched by a tact-
ful silence in others. Even though China is the world’s largest
coal consumer and exporter of coal-fired power plants, green
NGOs avoid comment. The international eco-icon Greta Thun-
berg loudly criticizes Japan’s involvement in a high-efficiency
and low-emissions coal-fired power plant in Vietnam,?? but says
nothing about China, which is building coal-fired power plants
in many of the countries participating in the Belt and Road Initia-
tive (BRI). And while the Climate Action Network gave Japan the
‘Fossil of the Day Award’ twice during COP 25 for its export of
high efficiency thermal coal technologies, no attempt was made
to shame China with a similar ‘award’ A clear double standard
prevails.

The reasons are not difficult to understand. Many environ-
mental NGOs operate in China as well as the West, and often
participate in joint projects with the government. Securing of-
ficial consent to operate is crucial, and since they are monitored
and supervised by the security apparatus, it is not surprising that
they have to adopt a bland or even enthusiastic attitude towards
their hosts, and to issue lots of diplomatically positive comments
about the country’s rapid expansion of renewable power and
electric vehicles (EVs). These represent tremendously beneficial
propaganda for China, which has severe problems with its image
in many other areas.

In July 2021, a coalition of 48 US progressive and environ-
mental groups issued a letter urging President Biden to quit ‘de-
monising China’ and to prioritize democracy, so as to tackle ‘the
climate crisis?®* Climate experts criticised the timing of the new
defense deal between the US, UK and Australia, since it could
have a negative effect on hopes of a deal with China at COP26.%*
These actions suggest that the argument in The Red and The
Green is highly plausible.

China’s well calculated emissions target

President Xi’s announcement in September 2020 of China’s 2060
carbon neutrality goal surprised the international community,
but it was a considered step. China is fully aware that developed
countries will almost certainly fail to achieve carbon neutrality by
2050. As soon as that outcome becomes evident, China will criti-
cize Western failures and then procrastinate over its own goal.
So by setting a carbon-neutrality goal for a date 10 years later
than those of developed countries, China has secured room for
manoeuvre. And if the developed countries weaken themselves,
technologically and militarily, in a futile attempt to achieve their
targets, this is a bonus in Beijing’s eyes.

It should also borne in mind that developed countries have
difficulties in tracking China’s mitigation efforts, since its emis-
sions data lack transparency® and are often falsified, due to cor-
ruption at the grass roots.?
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Increased demand for Chinese technologies

The rapid introduction of renewable energy in the Western coun-
tries has benefited China, and will clearly enrich it still further.
Chinese companies already account for 70% of the global solar
panel market and are likely to increase their dominance.”’ Ironi-
cally, it was Germany’s Renewable Energy Sources Act,?® intro-
duced in 2000, that led to this dominance.” The Act’s guarantee
that renewable electricity would be purchased at a high price for
a long period represented a lucrative business opportunity, and
with their low labour costs and economies of scale, Chinese man-
ufacturers were able to sweep aside their German competitors.
Japan copied Germany's policy, with similar results.?’ In short, the
biggest beneficiaries of the solar power policies in Germany and
Japan have been Chinese manufacturers. Further expansion will
simply increase their profits.

China is also becoming dominant in the wind power market.
Seven of the world's top ten turbine manufacturers are Chinese.”!
It also has the third largest offshore wind power generation sec-
tor, after the UK and Germany, but Chinese manufacturers are
catching up rapidly with the leading European companies, and
it is likely that they will come to dominate this sector too. Even in
Japan, which not only expects offshore wind power to contribute
significantly towards carbon neutrality in 2050 but also possesses
a technological advantage, cheaper Chinese-made wind turbines
are expected to take a large share of the market. It should be
noted, however, that lower capital costs do not necessarily trans-
late into lower long-term ownership costs, and service and repair
contracts are expected to be extremely profitable, as they are in
Europe.

China is also steadily gaining strength in the manufacture of
EVs, a key concern since the automobile industry is a barometer
of national capability. The government policy statement Made in
China 2025 makes it clear that it intends to join the ranks of the
world’s automobile powers in short order.3? However, it is difficult
for China to compete with long-established Japanese, American
and European manufacturers of internal combustion engines
(ICEs). But in the field of EVs, with batteries as their core compo-
nent, China is on the same starting line, helped by domestic and
regional demand; a locally manufactured EV priced at around just
£3000 is selling well,** and the Japanese logistics giant Sagawa
Express recently switched to a Chinese EV for home deliveries.*
Thus the trend towards EVs, motivated by the quest for carbon
neutrality, is extremely advantageous for China, regardless of its
low-carbon credentials, and sweeps away the decades of tech-
nological advantage its international competitors have accumu-
lated.

As the global rush to EVs and solar and wind power accel-
erates, it is certain that the market share of Chinese companies
will increase. However, since about 60% of Chinese electricity is
generated from coal, embedded carbon dioxide emissions - per
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square meter of Chinese solar panels, for example — are much
higher than equivalents manufactured in the US and the EU.* In
addition, it is alleged that half of the polycrystalline silicon used
for photovoltaic power generation is produced in the Xinjiang
Uyhgur Autonomous Region, where human rights abuses and
forced labour are thought to be common.?¢In June 2021, the US
imposed trade bans on five Chinese entities over forced labour
allegations in Xinjiang.?” While it remains to be seen if such ac-
tion will spread to other G7 countries, solar module prices are al-
ready rising.*® This will inevitably increase the cost of mitigation
strategies for the many countries counting on ‘cheap’ Chinese
panels.

The risk of Chinese dominance in strategic minerals
A further shift to renewable energy and EVs risks still higher de-
pendence on China in strategic minerals. More than 60% of the
fluorite*® required to manufacture lithium-ion batteries for EVs
and more than 60% of rare earths* used in EVs and wind tur-
bine magnets are produced in China. In addition, Chinese inves-
tors control about 40% of the cobalt ore required for lithium-ion
batteries.*’ This means that even if solar PV, wind turbines and
EVs are produced domestically, countries are still vulnerable to
Chinese dominance in the strategic minerals required. There
is a precedent for this. When a Chinese trawler collided with a
Japanese coastguard vessel off the disputed Senkaku Islands in
2010, China imposed restrictions on the export of rare earths
to Japan. As US-China tensions have intensified in recent years,
China has again referred to possible restrictions on the exports
of rare earths, which are indispensable for the US defence in-
dustry.*?

High dependence on Middle Eastern oil has long been the
Achilles’ heel of global energy security, but a shift to renewables
and EVs could cause a different and still more concentrated se-
curity risk, namely a growing dependence on China for strategic
minerals and the components manufactured from them.

Lower procurement cost of fossil fuels

The movement to substantially reduce the use of fossil fuels for
the sake of carbon neutrality will also work in favour of China.
In keeping with the target for peak emissions in 2030, China will
continue to depend on fossil fuels to fuel its economic growth
for the next ten years. If developed countries reduce their fossil
fuel use during this period, it will lead to a reduction in global
demand, which will enable China to procure fossil fuels at lower
prices. In effect, emissions reductions in the West mean cheap
energy for China. On the other hand, the developed world is fac-
ing the high costs of rapid reductions in fossil fuel consumption
and the purchase of renewable equipment, solar, wind turbines
and electric vehicles from China. This simply helps make Xi Jin-
ping’s ‘Chinese Dream’ - the rejuvenation of the Chinese nation
- areality.
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Monopolizing the coal power plant export market

Both the US and the EU are particularly hostile to coal use in developing countries. At the G7 Sum-
mit in June 2021, leaders stressed that:

...international investments in unabated coal must stop now and we commit now to an end to new
direct government support for unabated international thermal coal power generation by the end of
2021, including through Official Development Assistance, export finance, investment, and financial
and trade promotion support.*

Will developing countries stop coal use in response to the call from the G7? Coal is the most abun-
dant and inexpensive energy source in Asia, which will be the source of most new energy demand
and carbon dioxide emissions. In response to the Paris Agreement, Asian countries are actively
promoting fuel switching from coal to natural gas, as well as the introduction of renewable energy.
However, with a view to robust economic growth, they cannot simply dismiss coal-fired power,
which can provide a stable supply of inexpensive electricity, essential for delivering the Sustain-
able Development Goals that those populations regard as most important. In fact, of the 1.2 billion
people who received an electricity supply for the first time between 2000 and 2015, 45% did so
through coal-fired power.* Even if developed countries and the multilateral financing institutions,
such as the World Bank and the Asian Development Bank, suspend finance to coal-fired power
plants,* China will fill the vacuum and monopolize the market. This is no mere speculation: Chi-
na has already spent tens of billions of dollars building coal-fired power plants in 152 countries
through the Belt and Road Initiative, and is involved in more than 300 current projects, financing
70% of the coal-fired power plants under construction worldwide.*

The implication of the growing presence of Chinese capital and technology in energy infra-
structure developments in developing countries represents a serious geopolitical risk. At the 2021
summit in Carbis Bay, Cornwall, in the UK, the G7 leaders agreed to offer developing countries a
transparent infrastructure partnership that could rival the BRL.* The effectiveness of this initiative
remains to be seen, and there is a real risk that if the G7 push their eco-fundamentalist vision of a
green energy transition without due regard to developing countries’ national circumstances, China
will expand its influence by offering the practical assistance that developing countries actually
require.

On 21 September 2021, President Xi announced that China would stop building new coal-
fired power stations abroad, while stepping up support for green and low-carbon energy in other
developing countries.® While environmental groups welcomed the announcement, it is not yet
clear whether Chinese banks and power firms will only pull out of projects that are at the planning
stage, or whether it will also axe those under negotiation or at in the early stages of construction. It
should also be noted that China will continue to invest in coal at home and that the ‘green energy’
equipment it exports is based on coal power. China could also benefit from lower coal procure-




ment costs at home, since the announcement could reduce global demand.

President Xi's words should be interpreted as a considered move in the run-up to COP26, an
attempt to reduce Western pressure. By playing this card, China is telling Western countries ‘the
ball is in your court’*

Global energy interconnection

A point little understood in the West is that China is also vigorously promoting the concept of
‘global energy interconnection; claiming that this could reduce electricity costs through electricity
trading, as well as promoting the spread of renewable energy and supporting decarbonization.
With the State Grid Corporation of China at its core, this concept aims at the completion of an
international power grid in each continent, including Asia, by 2030, the construction of an inter-
continental grid by 2040 and connection of the entire world through a high-voltage power grid
by 2050. With rising costs expected for decarbonization, the ability to procure cheap renewable
electricity from overseas will obviously be attractive. It is true, of course, that a cross-country net-
work in the European region has enabled wider penetration of intermittent renewable electricity
generation, and widespread grid connection and trade could be highly beneficial among coun-
tries sharing same the political and economic values. However, an international power grid project
led by China raises concerns around cyber-security and the possibility of politically or militarily
motivated disconnections in the event of geopolitical tensions.>®

China as free-rider

Whether the world can succeed in meeting the 1.5°C target or not is critically dependent on Bei-
jing's course of action. As noted above, China now enjoys a very advantageous position as a result
of the global trend towards decarbonization. They can increase their emissions up to 2030, and
their fossil-fuel procurement costs could decrease. At the same time, they can sell solar panels,
wind turbines and EVs to countries rushing for carbon neutrality, while also financing and building
coal-fired power plants for developing countries. In short, no matter whether decarbonization ac-
celerates or decelerates, China stands to benefit.

However, some believe that developed countries can prevent Chinese free-riding by taking
coordinated actions, such as the Carbon Border Adjustment Measures (CBAM:s). In practice this will
be very difficult to achieve. Creating an explicit carbon price in the form either of emissions trad-
ing permits or a carbon tax will be almost impossible in the US given the current Congressional
situation, and China, India and Russia will be united in opposition and will threaten retaliation.
Germany, which is extremely dependent on exports to China, is already referring to an idea of
‘carbon club;, comprising the EU, the US, Japan and China, which would be exempt from the CBAM
measures, thus defeating the object of preventing Chinese free-riding. The problem appears to be
insoluble.







5. Conclusion

Climate change is a global issue, and its solution calls for deep in-
ternational collaboration. However, when they met in Carbis Bay,
the G7 adopted a unified front against threats from China and Rus-
sia.’! In response, China lashed out at the G7, calling it‘small circle’
power politics. The geopolitical situation is far from conducive to
global co-operation on climate change.>?

As Daniel Yergin observes in his recent book, The New Map:
Energy, Climate and The Clash of Nations:

...there are some disruptions we can anticipate, indeed clearly
see...The struggles over climate will be one. But so also, in the
era of rising tensions and a fragmenting global order, will be the
clash of nations.*

Consequently, the assumption in the International Energy Agen-
cy’s Net Zero by 2050 report that the world’s countries all move to-
wards carbon neutrality by that date is unrealistic. Amore probable
scenario is that of a ‘divided world, in which developed countries
hasten towards deep emissions and extremely high costs, while
developing countries make minor revisions to their emissions pol-
icies that are inconsistent with the 1.5°C target. The global emis-
sions pathway will be somewhere between the report's Stated
Policy Scenario and the Sustainable Development Scenario, and
probably closer to the former, which falls far short of a trajectory
consistent with the sustainable energy goals and the 1.5°C target.

In such a divided and acrimonious world, China will further
enhance its economic presence and influence, while the devel-
oped and democratic countries become economically, politically,
and militarily weaker. Is this the world we want?
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Review process

GWPF publishes papers in a number of different formats, with a different review process pertaining to
each.

. Our flagship long-form GWPF Reports, are all reviewed by our Academic Advisory Panel.

. GWPF Briefings and Notes are shorter documents and are reviewed internally and/or externally
as required.

Part of the function of the review process is to ensure that any materials published by the GWPF
are of a proper academic standard, and will serve the GWPF’s educational purpose. As a charity, we
recognise that educational material should provide any reader the opportunity to understand, and
explore different perspectives on a subject.

This means that, for most publications, we also invite an external review from a party who we
would expect to take a different view to the publication’s author. We offer to publish any substantive
comments alongside the main paper, provided we are satisfied they will enhance the educational ex-
perience of the reader. In this way, we hope to encourage open and active debate on the important
areas in which we work.

This enhanced review process for GWPF papers is intended to take the content and analysis be-
yond a typical review for an academic journal:

. More potential reviewers can be involved
. The number of substantive comments will typically exceeds journal peer review, and
. The identity of the author is known to the potential reviewers.

As an organisation whose publications are sometimes the subject of assertive or careless criti-
cism, this review process is intended to enhance the educational experience for all readers, allowing
points to be made and considered in context and observing the standards required for an informed
and informative debate. We therefore expect all parties involved to treat the reviews with the utmost
seriousness.

Final responsibility for publication rests with the Chairman of the Trustees and the GWPF Director.
But In every case, the views expressed are those of the author. GWPF has never had any corporate posi-
tion beyond that dictated by its educational objectives.

About the Global Warming Policy Foundation

The Global Warming Policy Foundation is an all-party and non-party think tank and a registered
educational charity which, while openminded on the contested science of global warming, is
deeply concerned about the costs and other implications of many of the policies currently being
advocated.

Our main focus is to analyse global warming policies and their economic and other implica-
tions. Our aim is to provide the most robust and reliable economic analysis and advice. Above all
we seek to inform the media, politicians and the public, in a newsworthy way, on the subject in
general and on the misinformation to which they are all too frequently being subjected at the
present time.

The key to the success of the GWPF is the trust and credibility that we have earned in the
eyes of a growing number of policy makers, journalists and the interested public. The GWPF is
funded overwhelmingly by voluntary donations from a number of private individuals and
charitable trusts. In order to make clear its complete independence, it does not accept gifts
from either energy companies or anyone with a significant interest in an energy company.

Views expressed in the publications of the Global Warming Policy Foundation are those of
the authors, not those of the GWPF, its trustees, its Academic Advisory Council members or
its directors.
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