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Abstract

Donald Trump’s return to o!ce has triggered widespread alarm about the future

of global climate ambition. We argue US climate retrenchment is likely to rein-

force pre-existing trends of divergent decarbonization. While US climate policy

remains fragmented and vulnerable to partisan reversal, China has steadily ex-

panded its leadership in green manufacturing, innovation, and critical mineral sup-

ply chains. Using an event study of stock market reactions to the 2024 election, we

show Trump’s victory negatively impacted US green firms while enhancing valua-

tions of Chinese competitors. Moreover, divergent decarbonization has far-reaching

implications for great power competition: China’s dominance in low-carbon tech-

nologies is reshaping patterns of trade dependence, enhancing its capacity to provide

green public goods, and bolstering its legitimacy as a global leader. We discuss core

debates about what China’s rise means for the stability, character, and legitimacy

of international order and describe how divergent decarbonization is likely to shape

each dimension.
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1 Introduction

In his 2024 re-election campaign, Donald Trump took aim at his predecessor’s climate

policies: he promised to repeal the landmark Inflation Reduction Act, campaigned on

new federal support for fossil fuel extraction, and lambasted the left’s green industrial

policies as a “Green New Scam” (Tankersley, 2023; Reuters, 2024). Now in o!ce again,

he has been quick to follow through on these threats. Within his first months, the admin-

istration moved to halt implementation of key provisions of the Inflation Reduction Act

(IRA), including delays to clean energy tax credits and reversals of federal procurement

guidelines for low-carbon technologies. The US also formally withdrew from international

climate finance commitments and suspended participation in global climate forums, sig-

naling a broader retreat from multilateral climate engagement (Chu et al., 2025; Shah,

2025; Stevenson, 2025). This retrenchment of US climate policy is part and parcel of a

broader shift in US orientation, away from its historical support of the post-war liberal

international order and towards an isolationist, transactional, and reactionary approach

to international politics (Sandbu, 2025).

These events have led to much alarm in climate policy circles about whether other

countries are likely to follow suit, resulting in a global retreat from decarbonization poli-

cies and climate ambition.1 We argue this is unlikely: rather, US retrenchment from

climate policy is more likely to reinforce pre-existing trends in countries’ decarbonization

trajectories. While US climate policy has been consistently inconsistent – marked by

high-profile legislative failures and compromises – China’s commitment to decarboniza-

tion has steadily gathered speed since 2006 when it overtook the US as the world’s largest

greenhouse gas emitter.2 Since then Chinese state investments in green manufacturing

and in research and development have re-shaped the global green economy and subsi-

1See for example US Alliance for International Leadership (2025); Center for Global Sustainability
(2025); Ettinger and Collins (2023).

2See Netherlands Environmental Assessment Agency (2007).
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dized decarbonization e”orts around the world. Where the Trump administration has

committed itself to increasing fossil fuel extraction across the US, China’s greenhouse gas

emissions are on track to peak by decade’s end (Linster and Yang, 2018; Zhang et al.,

2024). Rather than ushering in an era of global climate retrenchment, President Trump’s

election is likely to irreversibly cement these emerging trends, resulting in what we refer

to as divergent decarbonization.

The divergence of US and Chinese approaches to decarbonization, along with Trump’s

electoral victory, are taking place against a backdrop of slow-moving, but inexorable struc-

tural changes within the international system. The most important of these is the oft-

referenced rise of China: as China’s economy grows – lifting millions of its population out

of extreme poverty – it will eventually overtake the United States in both economic size

and material resources. Parallel investments in China’s military capacity suggest that it

may also soon be able – or at least willing – to challenge long-standing US military domi-

nance within the Asia Pacific. This transformation of capabilities within the international

system is likely to usher in a new era of world politics, one marked by a resurgence of great

power competition and – for the first time in modern history – a hegemonic challenger

that hails from Global South rather than Global North (Matheswaran, 2021; Gill, 2022).

For nearly twenty years scholars have debated what the rise of China is likely to

mean for the character and longevity of the current international order (Ikenberry, 2011;

Acharya, 2018; Lind, 2024). In this note, we argue that US climate retrenchment under

the Trump administration – and the resulting divergence in US and China decarbonization

trajectories – is poised to play an outsized role in the two countries’ struggle for influence.

We structure our discussion below around three central questions which have pre-occupied

scholars of international order: 1) How will third parties respond to US-China competition

for geostrategic influence? 2) How will the rise of China alter the character of the liberal

international order? And 3) how will a shift in global power from industrialized countries

to an emerging market economy shape the legitimacy and power of international order

3



moving forward?

Divergent decarbonization – accelerated by Trump’s abrupt climate retrenchment –

will shape the answers to each of these questions. China’s expanding dominance of global

green supply chains promises to provide it with a unique source of geostrategic leverage,

particularly among trade partners in the global south. China’s provision of green public

goods – driven by its own state-led development policies – suggests a very di”erent view

of international order, one rooted in dirigiste, development oriented cooperation between

states, rather than one which emphasizes free-trade and limitations on policy space. And

finally China’s leadership and support for a low-carbon economy promises to provide a

new source of legitimacy to the rising power, especially when compared with the serial

failures of Western powers to make meaningful progress on their own decarbonization

commitments.

In the next sections we describe how the 2024 election of Donald Trump has reified

patterns of divergent decarbonization and what this means for hegemonic competition

between China and the US.

2 Divergent Approaches to Decarbonization

Trump’s election came at a delicate moment for the global climate transition. After

decades of policy setbacks, the Biden administration succeeded in passing landmark cli-

mate legislation, aimed at putting the US on an even footing with China in the green

transition. The unfortunately-named Inflation Reduction Act included $369 billion in

federal funding for clean energy investment, low carbon transportation, and next genera-

tion research and development of low carbon fuels, grid-scale battery storage, and carbon

capture and sequestration. Funding from the IRA dwarfed equivalent measures glob-

ally. It was designed to single-handedly place the US on track to meet its international

climate commitments while catching up to long-standing Chinese investments in green
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manufacturing (World Economic Forum, 2023).

In the wake of his promises to withdraw from the Paris Agreement and to repeal

the IRA, Trump’s election win dealt a devastating blow to US green manufacturing and

climate ambition. Yet US retrenchment does not necessarily imply a global retrenchment

of climate policy. Instead, we argue that the US retreat from climate action simply reifies a

growing divergence in countries’ approaches to decarbonization: where US climate action

has been consistently inconsistent since the early days of the climate regime, Chinese state

investments have consistently and increasingly shaped the frontier of what is possible in

terms of global decarbonization. Trump is unlikely to eliminate this divergence; rather it

is likely to make the di”erences between these two regimes and their approach to climate

policy all the more permanent (Harvey, 2025; Zhang, 2025; Sanderson, 2025).
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Figure 1: Election Induced Abnormal Returns to Green Firms

The financial performance of green firms in the aftermath of Trump’s election supports

the likelihood of divergence in climate policies rather than a global retreat. To show this
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we employ an event study framework to estimate abnormal returns of all publicly-traded

firms engaged in green manufacturing – solar, wind, electric vehicles, and lithium ion

batteries – following the US election on November 5, 2024. Abnormal returns to firm stock

prices are a widely-employed metric of how new information a”ects investor perceptions of

future profits (Kothari and Warner, 2008). If Trump’s win and the implied retrenchment

of US climate policy indicates a broader, global retreat from climate action then we

should observe negative abnormal returns to green firms across the board. If however the

electoral outcome indicates diverging paths of decarbonization then we should observe

negative returns to US green firms, but positive returns to Chinese firms reflecting gains

vis-à-vis US competitors.

Figure 1 depicts the results of our event study analysis.3 We aggregate abnormal

returns within industries to the exchange level, enabling us to compare how green firms

traded on Chinese exchanges compare with their US – and European – counterparts.

Across the board Chinese renewable firms gain in value following Donald Trump’s elec-

tion reflecting expectations of renewed growth and profitability. In contrast, US firms

generally have negative abnormal returns reflecting expected losses to firm profitability.

Somewhat surprisingly, the returns of German firms are also largely negative or insignif-

icant suggesting either expectations of retrenchment among these US allies in the wake

of Trump’s election or at least greater vulnerability of German manufacturers to the US

market. Overall, counter to popular expectations, our results suggest that China’s green

industries are likely to thrive in an era of US climate retrenchment.

3Methodological details can be found in the appendix. Table A-1 in the Appendix lists the data
sources for all figures and analysis.
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3 Implications for World Order

Next we discuss implications of China’s green dominance in the context of US-China

rivalry and the long-term structural changes under way in the international system. We

focus our discussion around three questions which have occupied the literature on great

power transition over the last twenty years: What does the rise of China mean for global

patterns of conflict and cooperation? What does the rise of China mean for the provision

of public goods in the global economy? And what does the rise of China mean for the

legitimacy and persistence of the Western-led liberal international order? We argue that

the patterns of decarbonization and retrenchment discussed above have the potential to

shape the outcome to each of these questions in significant ways.

3.1 Coercion and the Balance of Power

How will China’s dominance in green supply chains shape its long-term diplomatic and

geopolitical influence? Figure 2 maps trade flows between key exporters (left) and im-

porters (right). China enjoys clear dominance of all categories with two exceptions: elec-

tric vehicles in which its exporters’ market share is roughly equal with that of German

firms and polysilicon – an upstream component of solar panels – the manufacture of which

remains dominated by Germany and the US (Nahm, 2021; Nemet, 2019b). Notably, while

China generally relies on imports of polysilicon for its downstream production, the vast

majority of these components are imported from Germany and other nations, rather than

from the United States. Thus China not only dominates across sectors of green man-

ufacturing but it is also relatively insulated from reliance on US upstream component

suppliers.

China’s dominance of green supply chains is particularly apparent in its dominance of

emerging markets where it out-competes exports from the US and Germany across nearly

every relevant product category. Figure 3 depicts the relative shares of US, German,

7



RoW

United States

Germany

China

RoW

United States

Germany
China

RoW

United StatesGermany

China

RoW

United States

Germany
China

RoW

United States
Germany

China

RoW

United States

Germany
China

RoW

United States

Germany

China

RoW

United StatesGermany

China

RoW
United StatesGermany

China

RoW

United States

Germany

China

RoW
United States

Germany

China

RoW

United States
GermanyChina

Photosensitive Semiconductors Polysilicon Wind−Powered Electricity

Electric Vehicles Electrical Transformers Lithium Ion Batteries

Exporter Importer Exporter Importer Exporter Importer

Exporter Importer Exporter Importer Exporter Importer
0.00e+00

2.50e+07

5.00e+07

7.50e+07

1.00e+08

1.25e+08

0e+00

1e+06

2e+06

3e+06

4e+06

0.0e+00

2.5e+07

5.0e+07

7.5e+07

0e+00

1e+06

2e+06

3e+06

4e+06

0e+00

3e+07

6e+07

9e+07

0.0e+00

2.5e+07

5.0e+07

7.5e+07

1.0e+08

Tr
ad

e 
Va

lu
e 

(1
00

0s
 U

SD
)

Exporter China Germany United States RoW

Figure 2: Trade Flows of Green Products, 2023

and Chinese exports of photosensitive semiconductors, a key component of solar panel

manufacturing. In the map green indicates German exports, blue indicates US exports,

and red indicates Chinese exports. Across the board, Chinese dominates the global export

market, though this dominance is particularly pronounced across the global south.4

This trade in green goods represents only a small portion of global commerce to

date. However, projections indicate that there is substantial scope for growth over the

coming century. In 2022, green trade reached 1.9 trillion USD, growing 4% year on year

despite overall stagnation in the broader value of international trade. China’s international

trade in green goods with members of the Regional Comprehensive Economic Partnership

(RCEP) grew from $0.37 billion to $4.4 billion between 2001 and 2020 with an additional

four-fold increase expected in global green trade by the end of the decade (UNCTAD,

2023b; Yang et al., 2023; UNCTAD, 2023a).

4Similar figures depicting global export shares for other green technologies are included in Appendix
Figures A-1 through A-6.
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As trade in green goods expands, China’s dominance of low-carbon supply chains

promises a corresponding increase in its coercive capacity vis-à-vis green trading part-

ners. Asymmetric dependence on international trade has long been recognized as as a

source of coercive leverage in the international system. States on whom trade partners

disproportionately rely can threaten to withhold goods and resources or o”er to provide

the same goods and resources on concessional terms in order to incentivize cooperation.

Green goods represent just one area of the global economy in which China holds a signifi-

cant advantage relative to its trade partners and relative to potential competitors – most

notably the US – alike; yet as the magnitude of green goods grows the strategic value of

China’s investments in this decarbonization will expand in kind (Keohane and Nye, 1977;

Farrell and Newman, 2019).

In addition to their projected growth, trade in green goods is strategically valuable

for China due to the particular salience of trade in the context of national energy systems

9
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which are necessary to power economic growth and promote macroeconomic stability.

Historically trade in fossil fuels including oil and natural gas has had profound impacts

on the distribution of geopolitical power and has led to the emergence and cultivation

of energy diplomacy and energy policy as significant vectors of political influence. As

states transition to low-carbon energy systems, control of green supply chains – not only

dominance of low-carbon technology, but also the global supply of critical minerals –

is likely to take on renewed strategic significance (Overland et al., 2021; Goldthau and

Witte, 2011).

Here too China already has a significant relative to the United States and its Western

allies. While deposits of critical minerals are globally dispersed, China dominates global

supply chains due to its significant and unparalleled investments in refinement, processing,

and export (Goldman Sachs Research, 2023; World Economic Forum, 2024). Figure 4

depicts trends in the production of key critical minerals by China versus the US over the

last twenty-five years. Figure 5 depicts reserves of these same minerals by country. As in

the case of green manufacturing, China dominates both production and reserves of nearly

every mineral considered (SIPRI, 2024).

Whether China’s rise and eventual overtake of the United States in economic – and

potentially military – terms results in open conflict or a more peaceful, negotiated tran-

sition, China’s dominance in green manufacturing and the processing of critical minerals

will play an important and growing role in shaping its strategic position.

3.2 The Character of International Order

Hegemonic rule within the international system has long been associated with the pro-

vision of public goods. In Kindleberger (1973)’s classic analysis, it was the absence of a

global hegemon willing to provide a backstop to global markets that led to the chaos of

the Great Depression. Hegemonic states support stability and order in the international
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system through the provision of public goods from which other states benefit, but which

they are themselves unwilling to provide. Traditionally these public goods have included:

support for open markets, stable currency systems, and a commitment to rules-based

global governance (Krasner, 1976; Keohane, 1984). Yet this particular approach to public

goods provision may well reflect the character of the hegemon rather than any universal

logic of hegemonic rule. Both recent examples of hegemonic provision of public goods –

first the United Kingdom and later the Unites States – share a distinct commitment to

the principles of free markets, democratic governance, and a rules-based order (Ikenberry,

2001).
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Figure 6: Patents of Key Green Technologies, 2000-2025

In contrast, China’s approach to public goods – and therefore its approach to order in

the international system – may di”er markedly from that of the Western powers (Acharya,

2018). Chinese investments in research and development, supply and demand-side stimuli,

and in forward-looking climate policies are already re-shaping the global energy transition

and will continue to impact decarbonization e”orts for decades to come. Figure 6 depicts

a measure of green innovation over the last twenty-five years: the number of patents filed
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related to key green technologies by country. Beginning around the mid-2000s, Chinese

patent applications dramatically outpace those of either the US or Germany across nearly

all sub-sectors. This R&D activity reflects in large part financial commitments from the

Chinese state itself. Figure 7 depicts Chinese state subsidies for renewable energy and

electric vehicles from 2020-2024 and compares these with those of the United States, in-

cluding funds allocated under the IRA. Both of these critical green technologies benefit

tremendously from Chinese state support. These subsidies not only serve Chinese domes-

tic interests, but also function to make green industries commercially viable at a global

scale. Further, it shows how the prospect of an IRA repeal could further exacerbate

Chinese leadership in green investment and subsequent public goods provision.

This provision of public goods is especially salient to decarbonization e”orts given

the multiple, interrelated market failures which characterize the challenge of global cli-

mate change. These include not only the failure to internalize the social costs of carbon

emissions but also under-investment into research and development and various coordina-

tion failures during the early stages of technological deployment (Popp, 2013; Greenstone,

2024). In both cases, consistent support from the state is needed to overcome barriers

to decarbonization. China’s commitment to providing this state-sponsored support has

had transformative e”ects on the global climate transition, most notably in driving down

the costs of renewable energy technologies by nearly 99% since the late 1970s and also in

accelerating the global adoption of electric vehicles (Nemet, 2019a; Fletcher, 2011).

Rather than a commitment to free trade and a rules-based international order then,

China’s approach to public goods provision may reflect instead its commitments to di-

rigiste economic governance and to providing the enabling conditions for poverty allevia-

tion via rapid economic development.
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3.3 Legitimacy and Consent

The final dimension of divergent decarbonization we consider is its implications for le-

gitimacy and consent-based order in the international system. Theorists of the postwar

international order argue that the US-led, rules-based international system represents an

innovation in international politics: rather than imposing order via coercion and force

alone, the US system represents a compromise. The hegemon voluntarily agrees to be

bound by rules and institutions of its own making in exchange for the consent and co-

operation of other states in the system (Ikenberry, 2011; Stone, 2011). Some argue that

the consensual nature of the liberal international order make it likely that its institutions

will persist even after the rise of China and the decline of the US. Yet others critique

this view, both of the likely persistence of the current international order and also the

normative basis of legitimacy and consensual rule. Yan (2019) and other Chinese scholars
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have outlined a view of legitimacy based on political leadership and “moral realism.” In

this view, China is likely to support the emergence of a very di”erent international order,

one rooted in alternative notions of leadership, consent, and legitimacy.

Against this backdrop, China’s leadership in the area of decarbonization may have

special significance and power among other countries of the global south. As the im-

pacts of global warming are increasingly felt by citizens around the world, the failure of

Western nations – particularly the United States – to live up to its own international

treaty commitments and the rules of its own making may lead to growing disillusionment

with the liberal international order. In contrast, China’s consistent investments in green

manufacturing and its provision of green public goods are already serving to burnish its

credentials as a principled emerging power, enhancing its own legitimacy and approach

to international order (Karlsson et al., 2012; Hurrell and Sengupta, 2023).

4 Conclusion

Donald Trump’s return to o!ce has revived fears of global backsliding on climate co-

operation. Yet rather than triggering a collapse of ambition, US retrenchment is likely

to re-instate and reinforce pre-existing divergence in global patterns of decarbonization.

While US climate policy remains fragmented and reversible; China’s has grown more

consistent, strategic, and consequential. Through sustained investments in green manu-

facturing, R&D, and critical minerals, China is remaking the material and technological

foundations of the energy transition. These developments carry systemic implications.

As global demand for low-carbon technologies expands, China’s control over key sup-

ply chains strengthens its geopolitical leverage, enhances its capacity to provide global

public goods, and legitimizes an alternative vision of international order. Renewed US

obstructionism is likely to reinforce rather than counter this shift.
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