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KEY TAKEAWAYS

== Western commentary often celebrates China’s green surge as proof of global
climate leadership, but this narrative obscures deep structural problems and
significant internal disparities.

= China's new-energy industries are extensions of its long-standing invest-
ment-driven development model, which prioritizes GDP growth at all costs, ex-
acerbating regional and social inequalities.

= The electric-vehicle (EV) sector reveals severe power imbalances across re-
source allocation and industry chains, shifting risks onto small suppliers and
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= Amid economic stagnation, massive consumption-subsidy programs create a

Climate new green paradox: they boost short-term consumption that primarily benefits

Inequality wealthier groups while potentially jeopardizing long-term decarbonization.
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Disparities = Europe can support a more just transition in China by encouraging responsi-

ble Chinese investment, promoting high-standard recycling cooperations, and
Electric placing social equity at the center of climate cooperation.
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Introduction

A major outcome of COP30, held in Brazil in November 2025, was the adoption of a just transi-
tion mechanism. /// For the first time in the COP history, the concept of "justice” took a central
role in climate negotiations. |7/ According to the European Commission, this mechanism
"could — and should - support the protection of workers and communities as countries shift
to clean energy and a climate-resilient future”. /”/ Civil society organizations also hailed the
agreement as "one of the strongest rights-based outcomes in the history of the UN climate
negotiations"”

However, the justice discourse advanced at COP30, like much of the broader climate-justice
discourse, remains overwhelmingly oriented toward inequalities between countries: wealthy
industrialized states in the Global North versus poorer states in the Global South. This fram-
ing is understandable against the historical backdrop: Developed countries have emitted
far more greenhouse gases over time and possess far greater capacity to mobilize climate
resources. Additionally, focusing on Indigenous rights serves as an essential counterbalance
to technocratic perspectives, bringing affected communities to the forefront of global climate
governance.

Yet this global framing can obscure an equally urgent dimension of injustice: inequalities
within societies. Economic, social, and regional disparities fundamentally shape who bene-
fits from the transition to low-carbon development and who bears the burdens, whether from
climate impacts or from the policies designed to mitigate them.

This oversight becomes especially salient in the case of China. In much of the Western climate
policy debate, China is viewed as a monolithic entity: either as a global polluter responsible



for excessive emissions or as a leader in green-technology driving worldwide decarboniza-
tion. Both views fail to recognize China's internal diversity and the significant inequalities
embedded in its transition.

Many in the West perceives China's current path within a specific geopolitical framework:
Since Donald Trump took office for a second term and withdrew the United States from
international climate change efforts, allies like the European Union and various climate
organizations feel deeply unsettled. Consequently, many have pinned their hopes on the
Chinese state. 5/ As one Foreign Policy analysis put it, "climate policy advocates have wasted
no time in proclaiming China to be the world's last best hope for climate action".

Throughout late 2024 and 2025, this expectation was reinforced by the narrative of China’s
impressive industrial dominance. Drawing on Chinese official terminology, several climate
policy analyses have celebrated China's so-called "new three" industries (solar photovolta-
ics, electric vehicles, and batteries), with the framing that clean technologies contribute to
arecord 10 percent of China's GDP in 2024. |7/ Others highlight that China’s rapid expansion
of renewable energy was the main driver of global growth in renewables, suggesting that
China is experiencing a "growing-by-greening"” dynamic in which economic growth and
decarbonisation advance in tandem. /&/ "Only China can now lead the world on climate” |9/,
concluded an opinion piece in the Financial Times, following a lengthy critique of the U.S.
governmental inaction.

However, two problems underline this narrative. First, even if the United States retreats from
its climate commitments, does this automatically position China as the global climate lead-
er? Second, and more centrally for the analysis that follows, the enthusiastic celebration of
China's "growing-by-greening" trajectory tends to focus only on the winners: a state capable
of strategic industrial planning, companies achieving record sales and global market shares,
and urban middle-class consumers adopting new technologies. What is much less discussed
are the growing pains of this transition. Are its benefits justly distributed? Who absorbs the
costs—financial, environmental, and health-related? Who pays for the winners' success,
and who carries the economic and social risks? These questions are at the heart of climate
justice within China, and they drive the analysis in the following text. The first section offers
an overview of research on China's internal climate inequality, followed by a case study on
social disparities within the EV sector. The third section introduces a new green paradox
arising from the government’s efforts to boost consumption, while the final section explores
how the EU can adapt its cooperation with China through the lens of a just transition.

China's internal climate inequality — an overview

While Western climate-policy discussions have largely overlooked this topic, there has been
agrowing amount of research in recent years focusing on the internal stratification of China's
green transition. Chinese researchers, in particular, often integrate carbon-emission data



with socio-economic indicators such as GDP and Gini coefficients, along with nationally
representative household survey data, to examine inequality patterns and their structural
causes at a macro level. This section outlines two analytical perspectives: regional inequality
and the household carbon-footprint divide.

Studies employing various methodological approaches consistently reveal the same dy-
namic: economically advanced coastal provinces are the main beneficiaries of low-carbon
restructuring, while resource-dependent inland provinces are disproportionately burdened
by the transition. China's "new three" industries are predominantly located in coastal prov-
inces with robust innovation ecosystems, deep integration into global value chains, and
high-tech manufacturing capabilities //0/. Furthermore, these advanced regions exploit a
"siphoning effect” that enables them to draw in more green investment while outsourcing
carbon-intensive activities to less developed provinces, thereby deepening their structural
advantages within China's development model.

In contrast, coal-dependent and heavy-industry provinces are experiencing structural de-
cline, facing larger challenges of unemployment and shrinking local-government budgets.
Paradoxically, some of these less affluent regions have higher per-capita carbon footprints
than the wealthier coastal areas. As Tian et al. demonstrate, provinces like Qinghai or Inner
Mongolia have elevated carbon footprints not due to household consumption patterns, but
because of emissions related to capital formation associated with infrastructure projects
and coal-based energy production //”/. This creates a developmental trap where low-income
regions bear the heaviest carbon burdens yet lack the fiscal and technological resources need-
ed for transition. These regional patterns are also evident at the municipal level. A study of
283 cities shows that energy-transition affordability (ETA) is significantly lower in western,
resource-based cities compared to the coastal east. //3/ The study further identifies strong path
dependence, indicating that cities are highly likely to remain in their original state over time.

Inequality metrics mirror these findings. Between 2000 and 2021, Gini-based measures of
inter-provincial carbon-footprint inequality rose significantly, largely driven by disparities in
raw-coal and crude-oil emissions. Collectively, these findings present a coherent and
concerning picture: China's green transition is reinforcing, rather than alleviating, existing
regional inequalities.

China's swift economic expansion in recent decades has significantly enhanced living con-
ditions and boosted household consumption. However, this growth has also exacerbated
wealth disparity and increased household carbon emissions. Research indicates that as early
as 2012, the top 5% wealthiest households had per capita carbon emissions reached the level
of the average European. From 2007 to 2012, overall household emissions in China rose by 19%,
with 75% of this increase attributed to the consumption of the urban middle and upper class.



A growing body of work shows that climate inequality within societies is a serious problem,
including in highincome countries, both in terms of who causes emissions and who bears
impacts and policy costs. For instance, the top 10% wealthiest households contribute
about 3.1 times the average citizen's global warming impact in the United States, 2.8 times
in the EU27, and roughly 4 times in China. Recent studies confirm ongoing carbon in-
equality among Chinese social groups, with high-income households disproportionately
contributing to national emissions. A 2025 analysis furthers this discussion by suggesting
that capital disparity—rather than consumption alone—primarily drives carbon inequality
in today's China //2/. As demonstrated in Figure 1, in most provinces, the middle and upper
class dominate carbon emissions.

Beding Tianjn

Highest
Upper-middie

Urban Middle
Lower-middle
Lowest

Highest
Upper-middie
Middle

Rural

Lower-middle
Lowest

0 5 1015202530350 5 10 15 20 25 30 350 5 10 15 20 25 30 350 5 10 15 20 25 30 350 5 10 15 20 25 30 35
Hin Helongiang Sangsu

50 5 10 15 20 25 30 350 5 10 15 20 25 30 350 5 10 15 20 25 30 350 5 10 15 20 25 30 35
Arhui Fujian Jiangxi Shandong

5 10 1520 25 30 350 5 10 15 20 25 30 350 5 10 15 20 25 30 350 5 10 15 20 25 30 35
Hanan Hubei Hunan Guangdong Guangs

0 5 101520 265 30 350 5 10 15 20 25 30 350 5 10 15 20 25 30 350 5 10 15 20 25 30 350 5 10 15 20 25 30 35
Hainan Changang Guizhou Yurnan

Highest
Upper-middle

Urban Middle
Lower-middle
Lowest

Highest
Upper-middie | |
Rurel Middle

=]
3]
Lower-middle ]
Lowest

_
[ ]
0 5115202530350 5 1015202530350 5 1015202530 350 5 1015 20 25 30 350 5 10 15 20 25 30 35
Shsan Gansu Qinghai Ningea t CO; per capita

Highest
Upper-middie
Urban Middle
Lower-middle
Lowest
Highest z -
==
| ]
] =
il

|
Upper-middie ||

5]

I

]

i
i

0 5 10 1520 25 30 350 5 10 1520 25 30 350 5 10 15 20 25 30 350 5 10 15 20 25 30 35
t CO; per capita 1 CO, per capita t CO, per capita t CO, per capita

Figure 1: Per capita carbon footprints of 10 income groups in 29 provinces in China (2017).



Note: The figure is created from "China's current carbon inequality is ‘predominantly determined by capital dis-
parity’, by Tian et al, 2025. Copyright 2024 by Elsevier B.V.

The study also attributes this gap to lifestyle differences: wealthier households increasingly
purchase carbon-intensive luxury items (high-end fashion, large homes, and private vehi-
cles), while emissions from poorer households remain linked to basic needs like essential
household equipment and services. In the rural sector, housing accounts for 53.70% of rural
household carbon inequality. Within the housing category, home purchases (45.51%), heating
(33.70%), and household electricity use (15.37%) are the largest contributors.

A particularly telling example of rural—urban inequality represents the issue of winter heat-
ing in northern rural China. Many rural households still depend on coal or firewood, which
not only increases emissions but also poses health risks. As one study notes, lagging gas and
clean-energy infrastructure in poorer and rural areas leaves many residents unable to fully
benefit from transition policies.

Ironically, the government's "coal-to-electricity” and "coal-to-gas” initiatives have, in many
instances, worsened rural hardship. In their quest for rapid emissions reductions, local gov-
ernments often prohibited coal heating before establishing adequate electric or gas infra-
structure. Additionally, electricity and gas are significantly more expensive than coal. As
Goron et al. observe, "the fuel switch has resulted in rural households paying a much higher
incremental energy cost than their urban counterparts, in some cases possibly rising to over
15% of their disposable income" |”//. Consequently, adopting clean heating has become dis-

proportionately burdensome and less advantageous for low-income rural residents.

Each winter, media outlets report instances of rural families left without sufficient heating
due to strict enforcement of clean-energy mandates. At the start of 2026, reports emerged
that local authorities in neighbouring Hebei province, seeking to safequard Beijing’s blue
skies, deployed drones to patrol villages and prevent farmers from burning coal for warmth.
Because many residents cannot afford gas heating (gas costs 20—30% more in Hebei than in
Beijing), they are forced to endure the cold. The stark contrast between high-tech surveil-
lance and rural poverty has ignited a firestorm on social media.

Case study: the hidden cost of China’s EV-expansion

Western climate advocates often praise China’' s rapid EV expansion as evidence of Beijing’s
commitment to global decarbonization. In contrast, European policymakers worry that an
influx of low-cost Chinese EVs could undermine domestic industries. Both reactions overlook
a deeper structural explanation: China’s EV boom is not a new phenomenon but a contin-
uation of the investment-driven "local developmentalism" since the 1990s, revealing
profound power asymmetries within the country’s economic structure.



European concerns are not unfounded. China’s EV sector has been caught in a cut-throat price
war: between 2022 and 2024, average discounts of electric cars reached nearly 9 percent, with
many companies selling vehicles below cost just to keep production lines running. This
dynamic exemplifies a Chinese buzzword "involution” (1%): a relentless competition charac-
terized by destructive price wars, product homogeneity, and improper business practices.

What istherationale behind this seemingly irrational market behavior? The answer liesin a
political economy where regional governments compete aggressively for revenue and
growth. As Su and Tao suggest |70/, China's one-party state has granted the central govern-
ment tremendous power to shape the fiscal system to its benefit. This setup has led to acute
revenue shortages for local governments, forcing them to behave as "revenue maximizers".
Local officials have been actively involved in expropriating land from farmers, developing
industrial parks and infrastructure projects, and promoting residential and commercial real
estate.

Following the collapse of China’s property bubble in recent years, local governments, desper-
ate to maintain GDP growth, pivoted to the EV sector, incentivizing manufacturers with cheap
land, subsidies, and government-backed loans. This rush has led to massive overcapacity; by
2025, factory utilization rates dropped to nearly 50%, leaving half of production lines idle. In
a functioning market, such inefficiencies would prompt consolidation or firm exit. However,
within China'’s political economy, bankruptcy is often politically unacceptable. Local officials
sustain "zombie companies” through credit rollovers to avoid the visible failure of industrial
parks and the political consequences that follow.

Despite central government rhetoric against "involutional competition" since 2025, analysts
remain doubtful that this systemic overcapacity can be resolved, as long as the underlying
power imbalances and fiscal incentives remain unchanged. The outcome is a cycle of
inflated GDP figures, rising local debt, and the depletion of public resources and environmen-
tal protections. Furthermore, this path exacerbates social inequality, as uneven resource
distribution and the increasing oligopolization of strategic sectors widen income disparities
and hinder social mobility.

The social stratification inherent in China’s EV industry is especially evident in the power
imbalance between large national champions and smaller suppliers. While firms such as BYD
are celebrated globally, their success is partly built upon structural advantages, and structural
vulnerabilities, within the domestic industrial system. As China'’s flagship EV producer, BYD
is deeply intertwined with government support. In 2024, the company received more than
14 billion yuan (roughly USD 2 billion) in government subsidies, accounting for around 35%
of its net profit and doubling the figure from 2023.



What is less apparent is how BYD manages its relationships with its more than 8,000 sup-
pliers, particularly through a financial tool known as a ‘quasi-bill’. Functionally as a form of
10U, a quasi-bill allows BYD to delay cash payments by issuing a promise to pay at a future
date. Suppliers who require liquidity must take these notes to banks and discount them, ef-
fectively paying 5—7% interest simply to access revenues they have already earned. In effect,
BYD retains its cash longer, boosting its own financial statements, while the smaller, often
marginally profitable suppliers (operating on thin profit margins typically ranging from 2 to
10 percent) carry the cost.

According to Chinese media Caixin, the accounts payable of BYD have seen a rapid increase
from 22.52 billion yuan in 2019 to more than 237 billion yuan in 2024, a tenfold increase,
while its revenues only tripled over the same period . This unequal power dynamic is
further compounded by extreme demands; for instance, in 2025, BYD reportedly demanded
an additional 10 percent price cut from its partners, pushing many smaller firms to the brink
of survival.

While China'’s electric vehicle (EV) expansion is frequently attributed to state industrial pol-
icy and manufacturing strength of domestic firms, the decisive agency of over ten million
annual consumers is often understated. Crucially, the motivations driving this consumption
differ significantly from Western environmentalist assumptions. Empirical research shows
that climate awareness is not a primary determinant for Chinese buyers. Instead, pur-
chasing decisions are heavily influenced by a demand for "smart" features and digital con-
nectivity. A McKinsey survey underscores this difference: whereas German consumers
associate EV connectivity with traditional comforts such as heated seats and parking as-
sistance, Chinese users prioritize smartphone integration and "full autonomous driving"
capabilities.

In China, autonomous driving is widely perceived as the cutting edge of mobility, a view
actively reinforced by state industrial policy. The 2015 "Made in China 2025" plan explicitly
set the goal of establishing a “self-sufficient intelligent-vehicle industry chain”, designating
“fully autonomous vehicles” as key products. The regulatory environment has been tai-
lored to this ambition: When the German BMW launched its autonomous-driving tests in
Shanghai in 2018, executives reportedly remarked to Chancellor Angela Merkel that the com-
pany was expanding its R&D in China due to the “more conducive conditions and less red
tape” compared to Germany. |37/ Yet while China’s regulatory framework is strongly oriented
toward supply-side innovation, consumer protection remains weak, producing a structural
power imbalance between dominant brands and individual buyers.

This asymmetry was made visible in a fatal crash of a Xiaomi SU7 in Anhui in March 2025,
which resulted in the deaths of three female university students. Despite public scrutiny
regarding the aggressive marketing of Xiaomi's “self-driving” capabilities, official regulatory



responses were muted, and the company swiftly reclassified the system as a basic driver-as-
sistance function. Corporate public-relations efforts and legal resources frequently shift ac-
countability onto consumers. Following the Anhui incident, online discourse devolved into
victim-blaming, with some commentators directing sexist insinuations at the victims. As
the South China Morning Post reported, analysts argued that “millions of drivers need to
be educated” , framing the issue as user ignorance rather than technological failure or
regulatory gaps.

This pattern persisted: In October 2025, when another fatal Xiaomi incident occurred, the
driver was once again blamed online, while many media outlets avoided naming the man-
ufacturer.

Intriguingly, the state’s approach to safety regulations further highlights social disparity.
While high-tech EV manufacturers enjoy a relatively permissive regulatory framework,
safety interventions in the grassroots mobility sector often manifest as punitive actions that
overlook user needs.

On December 1, 2025, China introduced new safety standards for e-bikes, a transportation
mode utilized by 380 million people. Although these regulations aim to reduce traffic acci-
dents and battery fires, they have sparked overwhelming public backlash. The rules limit
rear seating, decrease storage space, and push the cost of standard models from about 2,000
to 3,000 yuan (from roughly €240 to €363). Critics argue that these changes undermine
essential mobility functions such as transporting children, daily commuting, and threaten
the livelihoods of 20 million food delivery workers. Many suspect that the policy indirectly
benefits the EV industry by making e-bikes less practical. However, as one online commen-
tary points out: “Not every family can afford to buy or maintain a car, and in densely populat-
ed cities, commuting by bus or subway is a physical battle. The advantage of the e-bike lies
precisely in its flexibility”. Media outlets also call on policymakers to “balance safety, cost,
practicality, and regulation” to create a truly fair mobility system.

Essentially, Chinese consumers find themselves in a vulnerable position as a “risk-bearing
class”. In the high-end market, they support technological advancements at the expense of
their own safety; in the low-end market, they either compromise their safety for affordable
mobility or bear the financial burden of regulatory compliance. The human cost of China’s
mobility transition is disproportionately borne by individual consumers.

China’s green paradox: consumption vs. decarbonization

The upgrading and replacement of e-bikes should be understood as part of a broader set of
government initiatives aimed at stimulating domestic consumption. China is entering a
prolonged phase of economic deceleration rooted in structural imbalances accumulated over
several decades. Since 2021, falling housing prices have sharply eroded household wealth, as



over 70% of which is tied to property assets. Coupled with geopolitical tensions, high youth
unemployment, and weakening private-sector confidence, these factors have suppressed

domestic consumption, creating a deflationary trap that Beijing can no longer ignore.

To counter this, the central government designated 2024 as the “Year of Consumption Promo-
tion”, launching a sequence of large-scale consumption-subsidy programs worth hundreds of
billions of yuan. These measures, framed as “green upgrades” and "energy-efficiency trade-
ins 45/, encourage households to replace older appliances, vehicles, and interior furnishings
with newer, cleaner, “smarter” models. Tellingly, the subsidies apply not only to EVs but also
tointernal-combustion cars. In 2025, the scope of subsidies expanded into services consump-
tion and broader categories of high-end products. Five of China’s most wealthy cities: Beijing,
Shanghai, Guangzhou, Tianjin, and Chongqing—were designated as priority beneficiaries,

each receiving 200 million yuan in central-government support for consumption promotion.

No H':::::e Policy Title A:::::;iv Key Measures / Focus Areas Subﬂgl:‘li:::t:‘;:mms
1 |March 7,|Action Plan for State Council |[Equipment renewal; trade-in loint subsidies from
2024 |Promoting Large-Scale programs for consumer goods: |central and local
Equipment Renewal automobiles, home appliances, (governments
and Consumer Goods and home renovation
Trade-in
2 | March |Action Plan for Ministry of Launch of "2024 Year of No specific subsidy
27, 2024 |Promoting Consumer |(Commerce + [Consumption Promotion”; amount disclosed
Goods Trade-in 14 agencies  |upgrade of key consumer goods
3 | luly 25, [Measures to MDRC & Subsidies: RMB 20,000 for RMB 150 billion in
2024 |Strengthen Support for |Ministry of MEVs, RMB 15,000 for fuel ultra-long special
Large-Scale Equipment |Finance vehicles: 15%—20% subsidy for |treasury bonds;
Renewal and Consumer home appliances provincial
Goods Trade-in governments provide
matching funds
4 | Aug 3, |Opinions on Promoting |State Council |Service consumption in dining, |Emphasizes fiscal and
2024 |High-Quality lodging, elderly care, tourism, |financial support
Development of Service sports, ete.
Consumption
5 Dec. |Summary of the CPC Central |"Boosting consumption"” as the |Increased issuance of
2024 |Central Economic Work|Committee & |top economic priority for 2025  |ultra-long special
Conference State Council treasury bonds
6 lan. |Notice on Expanding |NDRC, Expanded list of subsidized Continued special
2025 |and Strengthening the |Ministry of products; newly includes treasury-bond; funds
2025 Trade-in and Finance, etc. [smartphones and digital devices tilted toward regions
Equipment Renewal with strong
Policies performance in 2024
7 |March 5,|Government Work State Council |Reaffirms “stimulating RMB 300 billien in
2025 |Report consumption” as the most ultra-long special
important task of the year treasury bonds for
consumption subsidies




8 | March
16, 2025

Special Action Plan for
Boosting Consumption

General Office
of CPC Central
Committee &
State Council

Measures to increase incomes,
stabilize stock markets,
promote inbound consumption;
expand large-item and new-
type consumption

Interest subsidies for
loans; expansion of
persanal consumer
credit

Conference

State Council

consumption, supply of high-
guality consumer goods and

9 |Sept. 15,|Policy Measures for Ministry of Culture=tourism—=sports=health; |No specific subsidy
2025 |Expanding Service Commerce + 9 |attracting foreign visitors to amount disclosed
Consumption agencies spend in China
10 | Nov. 26, [Implementation Plan  |MIIT + 6 Supply-side reform: target No specific subsidy
2025 |on Enhancing the agencies formation of RMB 3-trillion and |amount disclosed
Supply-Demand Match 10 = RMB 100-billion
of Consumer Goods consumption sectors; focus on
and Further Promoting smart home appliances, robots,
Consumption Al devices, domestic brands
11| Dec. [Summary of the CPC Central |Special initiatives should be More proactive fiscal
2025 |Central Economic Work|Committee & |advanced to boost policy and a

moderately loose
monetary policy

services should be expanded.

Table 1: China’s 2024-2025 Consumption-Stimulus and Trade-in Policies
Source: Own compilation.

However, these demand-side interventions exhibit regressive distributional effects: because
the programs require substantial upfront spending and often target high-value goods, the
benefits disproportionately accrue to urban middle- and upper-income households, leaving
lower-income groups behind. As Cui Dongshu, Secretary-General of the China Passenger Car
Association, noted in 2025, vehicle subsidies “failed to reach those who need them most”,
instead favoring wealthier families trading in their second or third cars.

Nevertheless, the government’s November 2025 Implementation Plan for Further Promoting
Consumption //7//explicitly prioritizes high-end, technology-intensive products: “smart home
appliances, wearable devices, humanoid robots, and drones”, identifying these categories as
future” trillion-yuan markets”. The plan further emphasizes accelerating “Al + consumption”
as the next frontier of domestic demand. Reflecting this policy orientation, the government
highlights the rapid growth of these sectors:in 2025, output of smart drones increased by 59.9
% year-on-year, while vehicles equipped with L2-level autonomous-driving features reached

a penetration rate of 64%.

The rapid expansion of artificial intelligence (AI) introduces a new and insufficiently studied
dimension of China’s climate challenge. The United Nations Environment Programme has
warned that Al surge causes substantial energy consumption, greenhouse gas emissions,
In 2024, data centers
accounted for 1.5 percent of global electricity demand, with the United States responsible

water use for cooling, and growing volumes of electronic waste.

for the largest share (45 percent), followed by China (25 percent) and Europe (15 percent).

Recent modelling indicates that the electricity consumption of Al data centers in China



alone could surpass 1000 TWh by 2030, placing immense pressure on the national power
system and driving a significant increase in emissions.

This dynamic is actively reinforcing a new form of internal climate inequality. The primary
economic gains of the Alboom: high-income employment, productivity boosts, and consum-
er upgrades, are concentrated in already prosperous eastern coastal provinces. In contrast,
poorer inland and western regions bear a disproportionate burden: Since 2022, the Chinese
government has launched the Eastern Data, Western Computing initiative, establishing na-
tional computing hubs in Inner Mongolia, Guizhou, Gansu, and Ningxia to process data gen-
erated by eastern provinces; !/ this has posed significant water-use challenges for Western
regions, which still rely heavily on coal.

Ultimately, China is facing a green paradox: the very policies necessary to stimulate domestic
demand is driving a consumption model that risks undermining long-term decarbonization
goals and deepening internal inequality. Addressing this requires moving beyond subsi-
dy-driven “growth at any cost” toward a model that integrates social equity with genuine
sustainability.

Conclusion: toward a just and sustainable EU-China climate
partnership

The emphasis on “Just Transition” principles at COP30 offers an important opportunity for
the European Union to recalibrate its climate cooperation framework with China. To do so,
the first step for the EU is to move beyond the dominant technocratic viewpoint, which fre-
quently highlights sensational production figures and low costs, such as the portrayal of
Chinese “cheap clean tech” and “green overcapacity” as the “solution the world asked

n

for , while obscuring the significant social and human costs behind these numbers. As
previously discussed, China’s current green overcapacity is not a global remedy but rather a
symptom of an unsustainable development model marked by social inequality and inefficient
allocation of financial and environmental resources—problems that even Beijing now seeks

to resolve.

Rather than endorsing a paradigm of “growth at any cost”, the EU should capitalize on its
comparative advantages, particularly in energy efficiency, sustainable consumption, social
inclusion, and broad stakeholder consultation. These experiences enable Europe to make a
significant contribution to China’s next phase of transition, aiding in shifting the focus from
rapid industrial growth to long-term social and environmental resilience.

Another strategic approach is for the EU to encourage regulated Chinese outbound invest-
ment into Europe. Analyses indicate that relocating segments of China's overcapacity to over-
seas production is among the most feasible mechanisms for reducing domestic saturation
while reducing geopolitical frictions. Overseas manufacture would allow Chinese firms to
maintain demand for intermediate goods while avoiding trade disputes and contributing to



employment and technology transfer in host economies. This trajectory mirrors devel-
opmental stages of Japan, South Korea, and Taiwan, whose firms internationalized during
their industrial maturation. Many Chinese manufacturers, strained by intense “race to the
bottom” competition at home, are seeking such opportunities. For Europe, welcoming these
investments could enhance industrial capacity, create jobs, foster new supply chains, and ac-
quire technology—provided that social and environmental standards are strictly maintained.
Therefore, the EU must establish early and ongoing engagement frameworks: communica-
tion channels, compliance training, and monitoring systems to ensure that incoming firms
adhere to European norms from the beginning.

Finally, the EU must address the environmental and social risks embedded in China's green-
technology sectors, particularly photovoltaic and battery manufacturing. China’s green in-
dustries emerged in the 2000s under the developmental logic of “pollute first, clean up later”,
leading to severe pollution and hazardous working conditions. The country now faces a
massive wave of end-of-life clean-tech waste: the International Energy Agency projects that
China will generate 1.7 million tons of retired PV modules by 2030, |5/ and battery retirement
is expected to surge beginning in 2026. Yet approximately 70% of used EV batteries currently
flow into informal recycling channels, which expose workers to toxic substances and release
harmful pollutants into soil and air.

A similar issue exists with PV module recycling: although China’s Pre-2030 Carbon Peaking
Action Plan officially advocates for the development of recycling systems for batteries and
PV modules, the country still lacks a comprehensive regulatory framework akin to the
EU’s WEEE Directive. Informal operators, often based in rural areas with minimal oversight,
use primitive methods to burn or dismantle components, causing significant ecological dam-
age and achieving low material recovery rates.

In this scenario, the EU should focus on creating strategies to collaborate with China on
green-waste recycling, including establishing industry standards and circular-economy
models, to help prevent another wave of ecological injustice in China’s “growing-by-greening”
process. By promoting responsible waste management, the EU can aid in a truly sustainable
and socially equitable global energy transition.
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