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International collaboration for a sustainable future:
Opportunities for China and the UK to work
together on decarbonisation of the economy

Asia House

Executive Summary

China and the UK have already started to make the significant efforts required to
decarbonise their economies, which presents new opportunities to increase
cooperation. This report makes a case for greater engagement on decarbonisation
and identifies key areas for cooperation.

Context

Fossil fuels currently account for the majority of energy production. While
renewables have started competing with fossil fuels on the cost of energy
production, the significant challenge remains the efficiency of renewables and

adaption of existing power systems.

Transport emissions account for 15 percent of global emissions. The cost of
alternatives to petrol and diesel vehicles remains high, especially when accounting
for the very significant need for developing new energy systems, charging

infrastructure and redesign of urban systems.
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18.4 per cent of global emissions are produced by industry. Electrification and
Carbon Capture, Utilisation and Storage (CCUS) will bring down emissions, but

the main challenge is to develop the technologies required for this.

Agriculture accounts for 11 percent of global emissions, but land use change can

also impact climate, particularly deforestation.

The OECD estimates that US$6.9 trillion a year is required up to 2030 to meet
climate and development objectives. While public financing will cover part of this,

private sector financing will also need to be developed.

China’s outlook

China’s key challenge will be to move away from fossil fuels for energy production,
particularly coal, in favour of renewables. The most likely alternatives will be solar,
which is already well established in China, and wind.

China’s advanced manufacturing ambitions will provide opportunities to introduce
‘green’ technologies into industrial production. China’s New Energy Vehicle (NEV)
sector, which is already advanced, will be critical as China seeks to enhance
industrial competitiveness for key industries.

China is also leading in many of the approaches to green finance. This will be a
critical tool within China to enable the transition to a low carbon economy, but also

for China to ‘green’ the Belt and Road Initiative. This will help China lower the
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impact on climate of infrastructure development, but also support developing

countries to achieve sustainable economic development.

The UK’s outlook

According to the UK’s comprehensive Ten-Point-Plan for a Green Industrial
revolution the major challenge is also the transition to renewables for energy
production. The UK aims to invest significantly in offshore wind, which is already
advanced in the UK, as well as developing low carbon fuels such as hydrogen.

On transport, the UK has banned new petrol and diesel cars from 2030 and will
support innovation in both NEV’s and charging infrastructure.

The UK also plans to promote green infrastructure, innovation in CCUS and
environmental protection. The plan also includes a significant focus on Green
Finance to mobilise the UK’s capital market and finance sector in support of

decarbonisation and economic growth.

Recommendations

Drive the global availability and quality of green finance
The development of innovative financing models, as well as driving connections

between capital markets and commercially viable sustainable investments will
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significantly boost decarbonisation efforts. Access to capital will be critical to
achieving many of the strategies for transition to a low carbon economy. China and
the UK should also seek to ‘green’ the EFD with discussions on climate objectives.
The other recommendations above should feature in the next EFD and in other

dialogues where the UK and China sit at the table.

Explore the development of international carbon markets

China and the UK should link their burgeoning national emissions trading schemes
(ETS) as this could reduce the costs of cutting emissions, increase market liquidity,
stabilise and harmonise prices, and support the development of a global carbon

market.

Encouraging voluntary carbon markets would also help businesses achieve carbon
neutrality as a large-scale voluntary market will be critical to reaching the goals of

the Paris Agreement.

Cooperate on greening global infrastructure development

The joint China-UK Green Investment Principles for the Belt and Road aims to
harmonise green infrastructure standards, promote the use of green financial
products in infrastructure development, and reduce the emissions footprint of the

BRI
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China-UK cooperation on sustainable infrastructure should not be limited to policy
discussions, but should also include expertise sharing and support for commercial

partnerships.

Cooperation on innovation

Both the UK and China have committed to innovation in their national
sustainability strategies and China is the UK’s third biggest single-country partner
for collaborative research.

China’s track record of scaling technologies for market is highly complementary to
the UK’s expertise in discovery science and early-stage R&D. This present

excellent opportunities for collaboration on joint research.
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Foreword

The most significant challenge faced by the international community is the need for
urgent action to tackle climate change. The major changes needed to achieve this
will have wide ranging impacts on how populations work, trade, and ultimately
prosper, if human behaviour is to be adapted to protect the natural environment for

a sustainable future.

While the net-zero commitments made by the UK and China, among a growing list
of major economies, are very welcome and encouraging, a great deal of work is
now required to identify and implement the measures needed to achieve those
commitments. As well as national efforts, bilateral and multilateral cooperation will

be essential to hit these targets.

This report, which reflects the importance that Asia House places on sustainability,
comes at an important time as the UK and China prepare for the critical COP15 and
COP26 conferences, along with rest of the international community. These
recommendations intend to serve as a useful prompt for the UK and China to
consider for cooperation both on shared efforts to decarbonise, but also in providing

direction and leadership in these endeavours.
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Lord Green of Hurstpierpoint

Chairman, Asia House
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International collaboration for a sustainable future:
Opportunities for China and the UK to work
together on decarbonisation of the economy

This report explores the opportunities for China and the UK to work together on
decarbonisation and makes recommendations for how this can be achieved.
Following an overview of the context, the report will study the two countries’ net-
zero emissions commitments and their strategies to achieve them. The report will
also look highlight some of the major challenges that each country faces in

implementing their respective plans for decarbonisation.

Through five key recommendations, the report will make a case for greater
engagement on decarbonisation, mapping out a vision for that engagement and

identifying key areas for cooperation on decarbonisation.

PART I: Context

Over the past 12 months, several major economies, including China, have made
high-level commitments on climate action. President Xi Jinping announced at the
UN General Assembly in August 2020 that China would reach peak emissions
before 2030 and would become net-zero carbon by 2060. Japan and Korea have
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committed to becoming carbon neutral by 2050, joining other major economies
including the UK, the EU, and EU member states, many of whom have enshrined

their commitments in law.

Having passed legislation in 2019 to require the country to be carbon neutral by
2050, the UK has made further significant announcements to support its
commitment. In December 2020, the UK announced that it would reduce emissions
relative to 1990 levels, by at least 68% by 2030. Accompanying this commitment
is a ten-point-plan which covers energy production, transportation, manufacturing,

infrastructure development and sustainable finance tools.

In the lead up to the COP26 meeting in November 2021, it is expected that most
countries will publish not only their nationally determined contributions, but also
roadmaps of how they plan to reach their goals. At the COP26 meeting itself, both
technical and high-level discussions will aim to push targets further, negotiate
sector-specific commitments such as phasing out the use of coal, and build alliances

to pursue targeted actions such as establishing frameworks for sustainable finance.

Challenges

The transition to a low-carbon economy will likely be one of the greatest economic

challenges faced by any country to-date and even the most optimistic scenarios see
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a large increase in systemic risk driven by extreme weather events, droughts, sea-
level rises, migration, and other consequence of climate change. The transition will
affect the way industries operate and the way people travel, consume, eat, and live.
It will require a mix of regulation and sustained pressure towards voluntary actions
to achieve. However, there are also major opportunities for business efficiency,
economic growth, job creation, and benefits to human health and biodiversity to be

gained from the transition.

Fossil fuels currently account for the majority of energy production. While
renewables have started competing with fossil fuels on the cost of energy
production, the significant challenge remains the efficiency of renewables and

adaption of existing power systems.

Transport emissions account for 15 per cent of global emissions. The cost of
alternatives to petrol and diesel vehicles remains high, especially when accounting
for the very significant need for developing new energy systems, charging

infrastructure and redesign of urban systems.

18.4 per cent of global emissions are produced by industry. Electrification and
Carbon Capture, Utilisation and Storage (CCUS) will bring down emissions, but
the main challenge is to develop scalable and affordable technologies required for

this.
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Agriculture accounts for 11 percent of global emissions, furthermore land use

change also impacts climate, particularly deforestation.

The OECD estimates that US$6.9 trillion a year is required up to 2030 to meet
climate and development objectives. While public financing will cover part of this,

private sector financing will also need to be developed.

There are political challenges as well. Broadly, there is a divide between advanced
economies and industrialising countries in terms of the contributions to cutting
global emissions. However, global climate change cannot be managed unless all
countries take action. Hence, helping developing and middle-income countries is a

key focus of the Paris Agreement and COP agenda.

Climate commitments will also have an on economic competitiveness. There has
been a major shift in the past few years as the environmental profile of companies
has become increasingly important to consumers and investors, as well as
governments. Many companies are taking significant voluntary measures to reduce

and offset their environmental impact along their value chain.

However, there are legitimate concerns about the competitiveness of companies that

comply with strict environmental regulations against imports from markets with
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more lenient environmental regulations. The EU’s response has been to plan to
propose in 2021, a ‘carbon border tax’ (Border Carbon Adjustment), which aims to
create a level playing field for local companies who comply with the EU’s

Emissions Trading Scheme and other environmental regulations.

This approach emphasises the pressing need for coordination at the international
level, particularly on how domestic environmental regulation is treated by trading
partners. In a globalised economy, the fight against climate change must become

global.
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PART II: Decarbonisation strategies

CHINA

While China’s 2030 peak emissions target appears comfortable based on current
trajectories, the 2060 carbon neutrality goal is hugely ambitious. It will require a
fundamental restructuring of China’s economy and energy mix over the next four

decades, with far-reaching consequences for the global economy.

Policy directions

Key Sectors

Energy: Shifting from coal to renewables

Power generation accounts for almost half of China’s carbon emissions and is
heavily fossil-fuel dependent. The single most important step towards net zero will
be an almost complete phase-out of fossil fuel power plants over the next four
decades, to be replaced with solar and wind capacity (already on the cusp of being
cost-competitive with coal), with supporting roles for nuclear and hydropower.
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Despite these proposed investments, fossil fuels will remain important in the short-
to medium-term. Coal supports jobs and energy security, while gas is an important
bridge fuel to improve air quality. Large sums will go to equip new and existing

fossil-fuel power plants with carbon capture and storage (CCS) technology.

Industry: The rise of “green manufacturing”

Industry (excluding power generation) accounts for over 30 per cent of China’s
carbon emissions. The government will push aggressive decarbonization of
emissions-intensive sectors such as steel, cement, aluminium, petrochemicals,

paper, and glass.

In the short-term, existing programs to electrify these sectors will likely be
accelerated, along with regulatory actions to boost investment in energy efficiency
and CCS. Over the long-term, industrial upgrading and economic restructuring -
catalysed by the burgeoning domestic carbon market - should significantly reduce

emissions from heavy industry.

In coming years and decades, green manufacturing policies will boost demand for
equipment upgrades, energy monitoring and management systems, smart

technologies, and CCS for in-house power and heat production.

Transport: Driving for dominance in new energy vehicles
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Efforts to decarbonize transport, which accounts for 10% of China’s carbon
emissions, will continue to focus on new energy vehicles (NEVs) and associated
infrastructure to improve urban air quality and reduce dependency on foreign oil
and internal combustion engine technology. The government aims for NEVs to

make up 25% of new car sales by 2025, up from 5% at present.

The government is now also supporting the development of hydrogen cell vehicle

(HCV) industrial clusters and

will also push adoption of low-carbon solutions for aviation, logistics, maritime

transport, and city-wide intelligent transport networks.

Green buildings and infrastructure

China cannot meet its climate goals without more sustainable approaches to
urbanization and has launched a series of policies to decarbonize cities and
construction. As well as rigorous standards on the use of sustainable construction
materials and processes, relevant financing mechanisms are being developed to

ensure successful implementation.

The 13" Five-Year Plan (2016-2020) supported green urban development by
expanding low-carbon city projects to over 100 cities. This is supported by the
“New Infrastructure” initiative launched in 2020, which aims to mobilize public

and private capital to build infrastructure supporting low-carbon development.
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Policy tools and horizontals

Pricing carbon: Towards national emissions trading

Building on regional pilots, China’s national emissions trading scheme (ETS),
launched in January 2021 as the key tool to price carbon. At present, it only covers
power plants and exerts relatively weak cost incentives. It is expected to expand to
cover more sectors such as steel and petrochemicals and be complemented by other

market-based instruments, such as resource taxes, emissions fees, and fuel taxes.

Indigenous innovation

Muscular industrial policy will underpin China’s efforts to reduce emissions and
tap high-growth clean tech markets overseas. The government will direct significant
resources to develop national champions in low-carbon sectors through various
channels including subsidies, R&D incentives, and state-sponsored VC funds.
SOE:s are tasked with developing world-class solutions for renewable energy, new

materials, and energy storage.

Green finance

Beijing sees green finance as crucial to raise and direct funding for China’s low-

carbon transition. The government can only cover a fraction of needed capital
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investments, which run to the region of $1 trillion annually.

Over the last five years, China has made significant progress in setting standards,
incentive mechanisms, and ESG information disclosure requirements to promote
green finance. In 2019, China was the world’s largest green bond market by
issuance amount, at US$22.9 Bn, accounting for 13.2 per cent of the global total'*.
In the 14FYP, China is expected to put in place more systematic institutional

arrangements to further the development of green finance.

However, further harmonization with global standards is needed if China is to
realize its aims of attracting more foreign capital and integrating climate financing

into the BRI.

International cooperation: Greening the Belt and Road

As a global investment scheme focused on infrastructure in developing nations, the
BRI has huge potential to spur decarbonization. However, to date, high-carbon

projects such as coal have loomed large in BRI investment.

Steps are now being taken to “green” the BRI. New guidance issued in October
2020 identifies financial institutions as a key lever for tackling climate change and

mentions regulations for overseas investments aligned with climate change targets,

14 https://thesource.refinitiv.com/TheSource/getfile/download/a3657e8e-8e9c-4f21-91dd-
6ea26aed8f74
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which would be a big departure from the current practice of adhering to the “host

country principle.”

UNITED KINGDOM

The UK has also announced an ambitious target of carbon neutrality by 2050 and
laid out its initial strategies for how it plans to achieve this In a 7en-Point-Plan for
a Green Industrial revolution which aims to create 250,000 green jobs whilst
accelerating the UK’s progress towards net zero emissions. It promises to mobilise
£12 billion of public funding — and potentially an estimated £42 billion of private

investment by 2030.

As well as leading on detailed planning for decarbonisation, the UK has stated its
desire to be a global leader in setting climate goals and with the Presidency of
COP26 the UK is taking the lead in facilitating negotiations on emission reductions

and other commitments ahead of the summit.

Policy direction
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Key Sectors

Energy: developing renewable sources

While Fossil Fuels — predominantly natural gas — continue to play a role in domestic
energy production, in 2019, 27 per cent of electricity production came from
renewables, including wind, bioenergy, waste and hydro. Nuclear power accounts
for around 10 per cent of the UK energy supply.The UK is committed to phase out
all coal-fired power generation by 2025. By 2030 wind and solar power are
expected make up over 50% of the electricity mix up to £500 million pledged to
advancing the use of hydrogen as a low carbon fuel. Delivering new large-scale
nuclear power projects is also key to the UK’s decarbonisation plans, which include

support for research to develop the next generation of small and advanced reactors.

Transportation: towards electrification and new urban systems

The UK has brought forward the ban on the sale of new petrol and diesel cars from
2035 to 2030 and pledged £1.3 billion to support the rollout of charging stations for
electric vehicles., £582 million has been pledged for zero or ultra-low emission

vehicle purchase and approximately £500 million for the development and mass-

50 /2



scale production of electric vehicle (EV) batteries in the next four years.

Plans also include support for a broader transport transition by investing in zero-
emission public transport, and walking and cycling, as well as long-term research
to allow the aviation and shipping industries to decarbonise, including the use of

zero-emission planes and ships.

Creating sustainable infrastructure

The UK plans to ‘green’ infrastructure by implementing new standards for new-
build homes which will be future-proofed with low carbon heating and world-
leading levels of energy efficiency. Plans also include investing in carbon capture,
utilisation and storage (CCUS) technology, with a target to remove 10MT of carbon
dioxide by 2030, supported by the creation of a £1 billion CCUS Infrastructure

Fund.
Recognising and realising the value of the natural environment

UK decarbonisation plans include protection and restoration of the natural
environment by planting 30,000 hectares of trees every year, a commitment of £40
million to create thousands of jobs in conservation projects and the development of

new natural spaces.
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Building on core competencies: Green Finance

Building on existing UK strengths, Decarbonisation plans include significant
investment in the development of green finance — leveraging the deep UK capital
market, with its associated financial institutions, established regulation, and skills
base. The UK was the first G20 country to require mandatory reporting aligned with
the Task Force on Climate-related Financial Disclosure (TCFD) and has also
announced its first sovereign green bond in 2021 to “finance projects that tackle

climate change and to create green jobs” while meeting growing investor demand.

Pricing Carbon: New National Trading Scheme

The UK has also launched its own emission trading system (ETS) that will be an
important element of the UK's push toward a "green revolution". It is the world's
first net-zero carbon cap-and-trade market with the cap on emissions allowed within
the system reduced by 5% from the EU system it replaces. Initially, the new UK
system covers emissions from energy-intensive industries, electricity generation
and aviation. Opportunities to expand the UK ETS to cover the two-thirds of

remaining uncovered emissions will be explored by the government.

Climate related disclosures
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Major UK corporations are also set to face increased scrutiny on climate risks from
next year. In November 2020, the UK chancellor, Rishi Sunak, announced that large
businesses and financial institutions will have to report their climate-related

exposure within five years.
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PART III: A vision for UK-China cooperation to support decarbonisation

UK and China: Making the case for international cooperation

China and the UK comprehensive approaches to decarbonisation entail shared
interests such as innovation and financing the transition. Both countries also
recognise their responsibility to address climate change urgently, through domestic
changes as well as supporting others to develop sustainably. Hence both have made
significant commitments to reduce emissions. Based on these shared interests and
commitments, there is a significant shared space for international cooperation

between the UK and China on decarbonisation.

While recognising their responsibilities to decarbonise, both countries have
identified this as an opportunity and a challenge. Indeed, many other countries have
integrated sustainable development principles into COVID-19 recovery stimulus
packages. The huge investment required could deliver a direct economic windfall

of US$26 trillion and create over 65 million new jobs by 2030.!> The transition

15 https://eciu.net/analysis/briefings/climate-impacts/climate-economics-costs-and-
benefits#:~:text=The%20Global%20Commission%200n%20the,with%20business%2Das%2Dusual.
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will present business opportunities across investment and exports of goods and
services, incentivising cooperation. For the UK opportunities include exports of
specialised machinery and goods, professional services, and expertise such as urban
planning, and financial services. For China opportunities include growth in
domestic sales and exports of technology, machinery, services, and the development

of a green finance sector.

Recommendations for UK-China climate cooperation

Asia House has crafted four recommendations for consideration by government,

business and policy stakeholders.

Recommendation 1: drive the availability and quality of green finance

The UK and China have already set a global example for cooperation between
major financial centres through the UK-China Green Finance Centre. London has
large pools of capital as well as green finance expertise and a wealth of increasingly

sustainability-oriented investors. China has a growing demand for green finance
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domestically, as well as for projects in third markets and has significant expertise
in green finance and policy development. Through regulatory and commercial
cooperation, the UK and China can increase the availability and quality of green

finance.

Strengthen the green component of the UK-China Economic and Financial
Dialogue
The UK and China have regular forum for cooperation on economic policy
priorities, the Economic and Financial Dialogue (EFD)!¢ which has delivered
milestones such as the London-Shanghai stock connect. They should seek to
strengthen the green component of the EFD by driving high-level discussion on the
following issues:!’
- The creation of new green financing tools and products with a focus on
scalable solutions across asset classes and inclusion of both ‘green’ projects
and transition finance e.g. the transition bonds segment that has been

launched on London Stock Exchange.

18 https://www.gov.uk/government/news/tenth-economic-and-financial-dialogue-held-
between-the-uk-and-china
17 https://www.ukchinagreen.org/wp-content/uploads/2020/06/Resilience-Lessons-to-Scale-
Responsible-Investing-June-2020-EN-FINAL.pdf
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- Drive standardisation by encouraging engagement from investors and
other stakeholders with the Task Force on Climate-related Financial
Disclosure (TCFD) to support integrated disclosure within financial
reporting.

- to the need harmonisation on green finance taxonomy among key global

actors.

The UK and China should also develop a plan for regular discussion and

cooperation at the policy and regulatory level, between the annual EFD meetings.

Coordination at the global level
The UK and China have also set examples for cooperation in key multilateral

forums, such as co-chairing the G20 Sustainable Finance Study Group!'8and the

early commitments of the UK and China to implement TCFD recommendations
The UK-China Environmental Information Disclosure Pilot, !° has advanced

climate reporting practice. More can be done through forums like the G20, COP,

0

the International Sustainable Finance Platform,?® and the Network for Greening the

18 https://www.mainstreamingclimate.org/sfsg/

19 https://www.unpri.org/climate-change/uk-china-pilot-on-climate-and-environmental-risk-
disclosure-2nd-year-progress-report/5744.article

20 https://ec.europa.eu/info/business-economy-euro/banking-and-finance/sustainable-
finance/international-platform-sustainable-finance_en
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Financial System?! of Central Banks of which UK and Chinese institutions are
members. The agenda outlined above for the EFD should, in time, be expanded
globally, and from a foundation of on-going bilateral cooperation, the UK and

China can drive the global agenda for green finance.

Recommendation 2: Explore the development of international carbon markets

Both China and the UK will launch emissions trading schemes (ETS) in 2021. After
ending its EU membership, the UK’s scheme is separate from the EU ETS. China’s
scheme, to be launched for the power sector in 2021, has been designed with
consultation with the EU, so all three schemes will share similar base characteristics.
Linking compliance schemes is under discussion, although the only major links to-
date are the EU and Swiss schemes and the Californian and Quebecois provincial

schemes.

While the UK and Chinese schemes are new and the concept of linking schemes is
nascent, the UK and China should build discussions around linking their schemes

into future financial dialogues. This could reduce the costs of cutting emissions,

21 https://www.ngfs.net/en
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increase market liquidity, stabilise and harmonise prices, and support global

cooperation.

Voluntary carbon markets can also be accelerated, which would support businesses
to adjust their models and move towards carbon neutrality. At the national level,

China continues to scale its China GHG Voluntary Emission Reduction

2

Programme,?? and UK companies can purchase credits voluntarily from approved

providers. The Taskforce on Scaling Voluntary Carbon Markets, launched by UN
Special Envoy for Climate Action Mark Carney, concluded that a large-scale
voluntary market will be critical to reaching the goals of the Paris Agreement. The
work of the task force is moving on to its next phase and the issue is likely to be
discussed COP26. In these global discussions China and the UK can share
experiences from their own markets and generate discussion on both voluntary and

compliance markets into the green component of the EFD.

Recommendation 3: Cooperate on greening global infrastructure development

The Belt and Road Initiative (BRI), launched in 2013, is the largest infrastructure

development strategy ever proposed. However, 70 percent of global greenhouse gas

emissions come from the construction and operation of infrastructure. Hence, in the

22 https://www.edf.org/climate/status-chinas-voluntary-carbon-market
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past several years there has been considerable focus on ‘greening’ the BRI to ensure

that new infrastructure is developed and used sustainably.

In 2018, the UK and China jointly published the Green Investment Principles for
the Belt and Road.?® Since then 37 signatories and 12 supporters from 14 countries
and regions have signed up to the principles which aim to harmonise green
infrastructure standards, promote the use of green financial products in
infrastructure development, and reduce the emissions footprint of the BRI. The first
steering committee for the GIP for the BRI met in April 2020%* to develop

governance structures and a future roadmap.

Such initiatives are important for aligning environmental standards and approaches
to infrastructure development. This may include mandating environmental impacts
assessments and taking bold policy decisions such as a moratorium on coal-fired
power plants. There are also practical measures that the UK and China agree to

green global infrastructure development.

Working with development banks such as the Asian Infrastructure Investment Bank

23 https://green-bri.org/green-investment-principle-gip-belt-and-road-initiative/
24 https://www.paulsoninstitute.org/green-finance/green-scene/gip-steering-committee-meets-
to-push-forward-greening-the-belt-and-road/
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China and the UK can support this investable green infrastructure pipeline. This
means financing projects up to the construction phase. Both countries can share
expertise and build capacity in third countries to identify and develop sustainable
projects. One specific approach would be to help countries plan their infrastructure

and investment for their decarbonisation commitments.

Finally, to lay the foundation for cooperation in third countries, China and the UK
can deepen bilateral cooperation to build green infrastructure and leverage each

country’s expertise.

Recommendation 4: Cooperation on innovation

Both the UK and China have a commitment to innovation running through their
national sustainability strategies. China has played a major role in the development
of a range of technologies such as electric vehicles, renewables and CCUS. The UK
is at the forefront of innovation on hydrogen power, tidal, and offshore wind.

Innovation cooperation is already underway, UK Research and Innovation® have

25 https://www.ukri.org/our-work/collaborating-internationally/our-international-offices/ukri-
china/
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had an office in China for several years in recognition of the scale of funding,
researchers and patents China produces, and the opportunity for development
partnerships. But there is more than can be done to support the development of

climate technologies.

China has a particularly good track record of scaling technologies for market that
is of significant value to UK innovators. This opportunity could be leveraged both
through partnerships in China and increasing the involvement of Chinese investors
and their manufacturing expertise in UK climate projects. This could have

significant benefits for other UK policy priorities such as regional development.

The overall approach to innovation exchange around green technology requires
attention. The UK could start by seeking to focus more of its existing initiatives
such as the GBP200m UK-China Research and Innovation Partnership Fund
(Newton Fund) and the UK-China High Level People to People Dialogue (P2P)
towards environmental innovation. At the global level, the UK and China can drive
a green innovation agenda in forums such as the Clean Energy Ministerial.?¢ The
global uptake of shared priority technologies such as hydrogen power, will receive

significant support by the coordination of standards and protocols.

% http://www.cleanenergyministerial.org
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Conclusion

As this paper demonstrates, there are opportunities for the China and the UK to
increase support for critical decarbonisation challenges through their bilateral
engagement and cooperation. Many of the strengths and capabilities of the two
countries are complementary. This will also provide opportunities for China and the
UK to increase their global leadership in tackling climate change — arguably the

biggest challenge ever faced by humanity.

As the recommendations demonstrate, the challenge will require all parties,
governments, businesses, academia and civil society, to support these efforts if the
move to a sustainable future is to be achieved. Asia House will continue our focus
on the global climate transition, and we look forward to engaging stakeholders from

the UK, China and around the world to make a positive contribution in this area.
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