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INVESTMENT IN GREEN INDUSTRY

China invests in the EU green transition

By Daniela Bobeva, professor of international economics at the Institute for Economic Research at the Bulgarian Academy of Sciences,

Former Deputy Prime Minister of Bulgaria

China plays a crucial role for the European
Union’s ambitious goals for greening the economy.
There are three ways of doing this — be exporting
equipment for renewable energy production, by
selling electric cars and other electrical vehicles,
as well as providing direct investment in green
industries and projects in the EU.

EU sets rather ambitious green
goals which it cannot achieve
alone

On 12 December 2015, Parties to the
United Nations Framework Convention
on Climate Change reached an agreement
(Paris Agreement) to combat climate change
and to accelerate and intensify the actions
and investments needed for a sustainable
low carbon future. This includes reducing
greenhouse gas emissions by 40% by 2030
compared to levels in the 1990s, and becoming
carbon neutral by 2050. All countries try
to cope with this ambitious task although
COVID-19 crisis and recent geopolitical
turmoil challenge the achievement of this goal
and reaching the deadline.

The EU started an ambitious Green
Transition by signing so called European
Green Deal on 11 December 2019. This is a
growth strategy aiming to make Europe the
first climate neutral continent by 2050. The
main tool to achieve this goal is the European
Green Deal Investment Plan, which is intended
to mobilise at least €1 trillion of sustainable
investments over the next decade. Both public
and private investments will be financed for
the transition to a climate-neutral, green,
competitive and inclusive economy. Energy
is one of the largest carbon dioxide producer.
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generous grants for research and innovations
in the EU those new technologies are not ready
now. Chinese approach is rather different. It
emphasises on the trinity of China's green
transition: policy, science and economy. The
green transformation process in China is gradual
and well planned adjusted to the country’s
specific economic structure. The substitution
of fossil is gradual while the focus is on the
reduction of the use of natural resources.

Both EU and China opt for inclusive green
transition that involve all stakeholders and the
entire society that everyone benefits.

One of the few available alternatives of the
fossil energy is the renewable energy sector.
The share of energy from renewable sources
include wind power, solar power (thermal,
photovoltaic and concentrated), hydro power,
tidal power, geothermal energy, ambient heat
captured by heat pumps, biofuels and the
renewable part of waste. In 2021, renewable
energy represented 21.8 % of energy consumed
in the EU.

Chinese exports of green
equipment grows

While the demand for the equipment for
all those renewable energy projects is huge,
the EU is confronted to the deficit of capacity
to produce that equipment. This situation
is resolved to a large degree by China. The
energy prices turn attractive for the investors in
photovoltaic, wind and hydropower capacities.
That is why in the last post COVID-19 years
the EU green transition is driven mainly by
those real investments.

The EU continued investing in solar
energy. In 2021, it achieved 33% growth of

That is why decarbonisation of energy sector is considered in the
EU as one of the main directions of Green Transition.

The ambitious goal of the transition is positively perceived
by the EU citizens unless the energy security is not jeopardised.
The businesses across Europe expect a lot of grant funding for
their restructuring and energy efficiency plans. Therefore, we have
everything what we need: the financing, the positive attitude by
society, and the investment intentions by the businesses. What we
do not have though are all the alternative technologies, which could
substitute the intensive carbon emission production lines. In spite of
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the installed capacity adding 31.8 GW solar capacity. China keeps
its market leadership in new solar capacity. In 2021 alone China
added 54.9 GW of new solar installations.

The global solar power market size expands to USD 234.86
billion in 2022. China was the largest origin of imports of wind
turbines (64% import of all turbines) and solar panels in the EU (89%
of total import of panels). The imported solar panels reached euro 9.8
billion, liquid biofuels to the value of €3.4 billion and wind turbines
worth €0.6 billion. The forecasts suggest that if the trend continues
China will increase its global market share to 95% by 2025.
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Investing together in our green future

The EU Green Transition means decarbonisation of European
energy system largely by increasing wind and solar power generation.
However, there are already fears that the advancement of the process
strongly depends on the security of supplies from China. This concerns
mainly the manufacturing of wind turbines and solar PV panels.

Does the dominance of China in the import of equipment for
renewable energy mean that EU increases its economic dependency
and particularly the success of green transition by China’s economy?

Green transition requires common actions but most importantly
cooperation. It is not an EU green transition or China’s green transition;
this is our joint effort to save the climate and the nature. It is a civilizational
choice to make it and anyone who contributes have to be welcomed.

Protectionism does not work for the green transition

Despite the ambition to speed up the green transition (which is
mainly renewable energy and solar energy), in 2012 the European
Union followed the United States’ example imposed anti-dumping
tariffs on solar panel imports from China. The aim was, as every
protectionism, to encourage local production of this key tool for
decarbonizing the economies instead of importing. The restrictions
were dismissed in 2018. This episode deserves attention.

Since China succeeds is producing solar photovoltaic equipment
the import is reasonable option to enabling the transition away from
fossil fuels. The lesson from 2012 though showed that developing
the local industry may not be competitive alternative and in terms of
pricing this could further make the green transition more expensive
and more time consuming. Furthermore, the demand for such
equipment is very high and the EU companies cannot satisfy the
growing demand. Some studies show that the competitive import of
Chinses equipment constituted a positive push for more innovation
among European solar innovators, calling into question the rationale
behind the trade war. The reduction of the cost of solar equipment in
EU was broadly driven by cheaper import of Chinese technologies.

China brings competition to the EU market of
electric cars

The main reason for slow decarbonisation of the European
transport sector is the high price of the electric cars. Chinese
electric cars have some advantages, i.e. 653 horsepower, faster start
and one drive could reach up to 700 kilometers (with the biggest
battery capacity). The price is about euro 70 thousand which is a
competitive price in the EU market.

The Chinese electric cars’ production makes a progress in
overcoming the other limitation of the use of electric cars — the long
process of charging. The idea is to build battery changing stations where
the customers instead of charging for hours could replace the empty
battery with a charged one. Doing this the users will save a lot of time and
drive faster. Few replacement units are already constructed in Germany.

About 20 Chinese electric cars producers are targeting the EU car
market. This supply will challenge the EU car producers to make faster
progress in reducing the price but still one of the main reason for price
competitiveness of Chinese cars is the low price of batteries. Another
reason is that European manufacturers are suffering from a shortage of
parts and chips due to problems in the supply chain. There are though
plans for more EU investment in the battery production and local
supply of parts. Growing competition will make the market enlarging.

More Europeans will have access to e-cars and the winner is the green
transition and the reduction of carbon emissions from cars which is one
of the main contributor to the carbon emissions in Europe.

China leads cross border investment in solar
energy

Not only is China today the world’s largest producer of solar
panels, wind turbines, batteries and electric vehicles, but it has also
been the top investor in clean energy for nine out of the last ten years,
according to the Frankfurt School of Finance and Management. Since
2014, Chinese equity investment has supported a total of 12,622
megawatts (MW) of wind and solar projects in South and Southeast
Asia alone, according to new research by Greenpeace.

Chinese investment abroad are getting greener. refocus from fossil
fuels to renewable energy is a net positive for a myriad of reasons:
protecting scarce resources, cutting carbon emissions that spur global
warming, and boosting energy security by reducing reliance on costly
fuel imports. While only a hatful of nations boast significant oil and
gas reserves, nearly all have the potential to develop clean energy
themselves, whether via solar, wind, tidal, geothermal or hydroelectric
plants, mitigating geopolitical tensions by making the world less
dependent on restive regions like the Middle East.

Belt and Road Initiative becomes more green

Ten years of the Belt and Road initiative is a good occasion to
look at the achievement and challenges. It is an important driver
of investment in the South East Europe — a region with crucial
importance for the EU. Some countries are already members of
the EU while all others have inspirations to join the Union. The
economic growth of the relatively small and open economies in
the SEE region (with the exception of Turkey) is highly dependent
on the inflow of foreign direct investment. These countries are
not particularly rich in raw materials, suffer from chronic political
instability, their market and population are small. All this makes
the region unattractive to the foreign investors while the local
investments are weak. Chinese investment is a powerful stimulus
for these economies. The belt and road initiative has enabled the
implementation of large-scale projects with high economic potential.

While at the beginning of the initiative, there were some
investments in the fossil sector recently there is a clear tendency of
greening Chinese investment in the countries participating the belt
road initiative. An important step in supporting the green transition are
Chinese investments in wind and solar electricity parks in Montenegro,
Serbia, Bulgaria, and Turkey. The markets of those countries are opened
for foreign investment and the Chinese investment is welcome.

In addition to the equipment and technologies, some of those
projects involve also Chinese financing which is an efficient tool to
make the investment efficient. The region has significant unutilized
potential for green investment not only in the energy sector. The
enterprises need restructuring in order to meet the decarbonisation goals
since most all countries in the region signed the Paris Agreement.

China is ambitious but in the same time realistic in doing green
transition at home. China contributes to the supplies, investment and
achieving the green economy in the countries participating the Belt
and Road initiative. It is time to learn the lessons from the past 10
years and continue the initiative with more green investments. This
is a joint top priority for China and the participating countries. P4
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