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Trade is essential to achieving the global stocktake (GS7) goals under the Paris Agreement.! These goals
include tripling global renewable energy capacity by 2030, transitioning away from fossil fuels, and
accelerating low-emissions technologies. Most countries depend on imports to access clean energy
technologies, and trade plays a crucial role in ensuring affordable access to these key goods.? However,
production of key products is highly concentrated, creating concerns about supply-chain resilience,
energy security, and the viability of domestic industries.

Policymakers designing climate-aligned trade policies must balance competing priorities. Domestic
policies on manufacturing capacity and energy security, the cost of renewable energy products,
relationships with trade partners, and the need to meet nationally determined contribution (NMDC) and
global GST targets factor into policymakers’ decisions. Debate over how to balance these factors will likely
continue to grow as discussions on trade’s role in addressing climate change expands from traditional
venues like the World Trade Organization (WTO) to fora like the UN Framework Convention on Climate
Change (UNFCCO).

No trade policy perfectly reconciles political, energy-security, economic, and climate objectives. Reducing
trade barriers may lower the cost of accessing and deploying renewable energy technologies but may also
lead to greater reliance on foreign producers. This could undermine domestic manufacturing and expose
a country to international supply shocks. On the other hand, trade-restrictive measures such as tariffs,
local content requirements, subsidies, and non-tariff barriers (i.e., administrative or technical requirements
designed or implemented that add costs and restrict imports) can support domestic production and energy
security. However, these measures may increase costs, provoke trade disputes or retaliation, and
ultimately slow renewable-energy deployment and progress toward GST targets.

Using trade policy to enhance international cooperation with climate benefits may offer a way forward.
This discussion paper explores whether cooperative, climate-aligned trade policy offers a more promising
path than either unilateral restrictions or unrestricted liberalization. It first examines why trade is necessary
to achieve GST targets, then considers the tradeoffs policymakers face when balancing domestic political
demands, affordable clean-energy deployment, trade relationships, and climate objectives. It concludes
by offering the Agreement on Climate Change Trade and Sustainability (ACCTS) as an example of how
trade policy can support competing priorities and accelerate collective progress toward GST targets. The
ACCTS provides possible avenues to do so through its innovative climate-related provisions, including the
removal of barriers to trade in renewable energy products and disciplines on the provision of fossil fuel
subsidies, which ensure that fossil fuels do not receive additional government financial support that could
make them more cost competitive.®
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Questions for consideration

e How can policymakers balance demands to promote domestic industry, maintain access to the
benefits of free trade, and meet climate objectives?

e How may enhanced cooperative approaches to climate-aligned trade reduce barriers to trade
in clean energy technologies while accommodating countries’ individual political priorities?

e \What cooperative trade policy measures are best suited to accelerate progress towards the
GST targets?

>

Introduction

Aligning trade with climate objectives is essential to combating climate change, including by attaining
the GST’s targets and goals, such as tripling installed renewable energy capacity and doubling the
global average annual rate of energy efficiency improvements by 2030, the transition away from fossil
fuels, and accelerating low-emissions technologies. For example, trade and its ability to expand
affordable access to clean energy technologies are essential to meet the GST target of tripling global
renewable energy capacity by 2030.

. The prevailing economic view is that reducing barriers to trade contributes to shared growth and

economic development. Yet this perspective is increasingly challenged in practice by restrictive trade
and industrial policies that aim to shore up domestic production of strategic goods, including clean
energy technologies.

Removing barriers to trade in clean energy technologies could reduce the cost associated with
achieving the GST goals. However, doing so may risk exacerbating existing tensions within the
international trade regime by reinforcing the concentrated production of clean energy technologies.
Four countries and the European Union (EU) account for 80-90 percent of manufacturing capacity for
some of most relevant clean energy products (i.e., solar photovoltaics [PVs], wind, batteries,
electrolyzers, and heat pumps).* Further concentration in the production of key clean energy
technologies may raise risks for a just transition by impeding efforts to foster domestic production
capacity and energy security, reducing associated opportunities to create local jobs.

In this context, debate over how to align trade and climate policy has grown across several international
fora, including the UNFCCC and the Paris Agreement negotiations. Recognizing the importance of this
conversation, Parties agreed at the 7" Conference of the Parties Meeting as the Parties to the Paris
Agreement to discuss “opportunities, challenges, and barriers to enhancing international cooperation
related to the role of trade.” Parties also initiated discussions on trade under the purview of the newly
formed Integrated Forum on Climate Change and Trade (/FCCT) as part of the Global Climate Action
Agenda (GCAA).°

Yet, as policymakers engage in these discussions, they simultaneously face the challenge of deciding
how to use trade policy to reach the GST targets and achieving their own NDCs as quickly and
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affordably as possible, while balancing political demands to support local industry and energy security
imperatives.

How policymakers balance these priorities will likely continue to feature in conversations in the
UNFCCC, the GCAA, and more traditional venues for trade negotiations like the WTO. Parties to these
discussions could consider the respective impacts of cooperative approaches and unilateral trade-
restrictive measures on economic and climate objectives.

With these issues in mind, this paper examines:
e how trade is necessary for achieving the GST targets

e the various factors policymakers must balance when designing trade policy for clean energy
technologies and climate alignment

e tradeoffs associated with unilateral trade measures (i.e., trade policies that grant preferential
treatment to domestic goods over imports), including their implications for progress towards GST
targets

e the ACCTS, which contains numerous provisions that are novel to trade agreements and could
enable enhanced international cooperation by balancing political, economic and climate objectives,
while avoiding trade disputes and economic retaliation.

Trade's Role in Achieving the Global Stocktake Goals

Despite recent increases in the use of trade restrictive policies that target clean energy technologies,
trade remains essential to meeting the GST targets. Most countries rely on imports of clean energy
technologies, which has contributed to increased demand for trade in renewables-related products.’
For example, the traded volume of clean energy technologies, including solar PVs, reached U.S. $479
billion in 2025, accompanied by continued reductions in the cost of these technologies.®

Trade has played a key role in reducing the cost of renewable energy technologies even as the volume
of shipments grows. For example, in 2024, the EU imported 11.1 billion EUR of solar panels, which
represented a 43 percent value drop year over year.® At the same time, the volume of solar panel
imports increased by two percent, demonstrating the drastic cost reductions trade has enabled for
those seeking to deploy renewable energy.

Trade can therefore be a crucial enabler by ensuring all countries have adequate and affordable access
to supplies of clean energy technologies sufficient to meet GST targets—Ilike tripling installed
renewable energy capacity—and any related target that may be reflected in NDCs.

Raising barriers to trade—for example, by implementing tariffs on renewable energy products—may
raise the cost of deploying renewable energy to the point that it undermines the deployment of clean
energy technologies.’ Yet, countries may work to align trade and climate by proactively removing
barriers to trade in relevant products. This can be done by, for example, reducing tariffs on finished
clean energy technologies and associated upstream inputs."

Parties and non-Party stakeholders participating in the UNFCCC'’s trade-related dialogues and relevant
GCAA initiatives (including the IFCCT) could therefore evaluate the ways in which trade will prove
necessary to meet collective GST targets, with particular attention to cooperative approaches (see
Section D for more detail).

Tradeoffs: Balancing Politics, Cost, and Climate

. Trade in clean energy products is essential to meeting growing global energy demand while reducing

greenhouse gas emissions. But the production of key renewable energy products like solar PV
components is highly concentrated in a limited number of countries, raising questions for energy supply
chain security and the implications for local producers.™
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While highly liberalized trade in renewable energy technologies may reduce costs and accelerate the
deployment of renewable energy worldwide in line with GST goals, policymakers must also consider
the potential impacts to a country’s domestic renewable energy technology industry and
consequences for energy supply chain security, among others.

Operating in this context, policymakers should balance intertwined concerns for impacts when
designing trade policy. These include:

e domestic political demands to: (i) protect and promote industry and (ii) increase energy security—
domestic industries that are unable to compete with imports on price may pressure governments
to implement trade-restrictive measures to protect domestic production capacity of strategic
energy technologies

e the cost of renewable energy technologies—trade restrictive measures like tariffs may raise the
cost to purchase, produce, and deploy clean energy technologies

o relationships with trade partners—restrictive measures may lead trading partners to initiate trade
disputes or to respond in kind with economically damaging trade measures

e a country’s ability to achieve NDC and GST targets—the cost of importing or producing clean
energy technologies will impact the scale and speed at which they are deployed.

For example, there are tradeoffs in addressing political demands and keeping costs low to make
progress on the deployment of renewables. Also, a secure energy supply relies on diversified and
resilient supply chains, which can be threatened by highly concentrated production of upstream goods.

Disruptions in trade have highlighted the importance of maintaining secure energy supplies to insulate
from supply shocks and upstream bottlenecks. Multiple global supply shocks, including the COVID-19
pandemic and the closure of the Strait of Hormuz (through which around 25 percent of world seaborne
oil and 19 percent of global liquified natural gas trade flows), have reinforced the need for diversified
and resilient supply chains for critical goods, including renewable energy products like solar PVs."

Some countries have responded to the highly concentrated character of clean energy goods
production by implementing trade-restrictive measures like tariffs and local content requirements to
address domestic political concerns in order to foster local production and reinforce energy security.™
However, these measures may also raise the cost of producing and procuring clean energy
technologies. Additional costs can slow and reduce the scale of renewable energy deployment,
impeding progress towards GST targets like the tripling of installed renewable energy capacity.

Policymakers involved in the UNFCCC'’s trade dialogues and the GCAA could therefore look toward
these competing factors and consider ways in which they may be cooperatively balanced.

Toward Enhanced International Cooperation in Climate and Trade

Rather than unilaterally implementing restrictive trade measures that insulate domestic producers from
competition from imports but add cost, create trade frictions, and impede progress towards the GST
targets, countries may choose to pursue trade policies that cooperatively remove barriers to trade for
key goods and establish shared standards. Some trade policy approaches seek to enhance
international cooperation and can address the tradeoffs outlined in the section above.

Signed in 2024, the ACCTS is a free trade agreement that goes beyond preceding trade agreements
in its treatment of climate issues. It therefore provides an example of a recent effort to align trade
policy with climate objectives in a cooperative fashion.”™ Explicitly framed as a “dynamic pathfinder
agreement,” the ACCTS reflects the choice to push trade policy towards alignment with climate
objectives through a series of innovations in cooperative trade policy.™

For example, the ACCTS includes a chapter dedicated to trade in environmental goods, explicitly
stating that its objective is “to promote the liberalization of trade in environmental goods as a means
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of contributing to the transition to a low-emissions, climate-resilient, circular and sustainable economy,
and increasing the uptake of, and investment in, relevant technologies and products.”” This chapter
includes a list of environmental goods and services for which parties to the agreement will reduce or
eliminate tariffs.

23.Beyond its environmental goods and services list, the ACCTS includes additional provisions aligning

trade and climate, including by being the first trade agreement to introduce enforceable disciplines
regarding fossil fuel subsidies. In other words, while liberalizing trade in environmental goods like
renewable energy technologies to make access more affordable, the ACCTS takes steps to ensure
that fossil fuels do not receive additional government financial support that could make them more
cost competitive.

24.The ACCTS includes provisions for phase-in periods for new members, giving them some flexibility

25.
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30.

when liberalizing trade in politically sensitive products and services. As such, it provides an example of
an approach to balancing trade liberalization with domestic political considerations, driving expanded
trade in environmental goods like clean energy technologies in a way that still permits signatory
countries to address domestic political constraints.

While initially limited in membership, the ACCTS is an open, plurilateral trade agreement.”® It is open to
accession by any WTO member that meets the standards established in the agreement. Although the
ACCTS’s initial membership (Costa Rica, Iceland, New Zealand, and Switzerland) is currently limited, it
may nevertheless serve as a useful case study for examining cooperative approaches to climate-
related trade policy.

Thus, the ACCTS illustrates one possible model through which trade and climate objectives may be
pursued simultaneously in service of shared climate goals.

Conclusion

Aligning trade policy with climate goals will prove essential, not only to facilitate the proliferation of
clean energy technologies but to also achieve local political and economic objectives.

Policymakers must balance competing priorities—domestic political demands, cost, trade
relationships, and climate objectives—when designing trade policy. Balancing tradeoffs impact the
pace and cost of meeting the GST targets like tripling installed renewable energy capacity, transitioning
away from fossil fuels, and doubling the global average annual rate of energy efficiency improvements
by 2030.

Unilateral, trade-restrictive measures may allow countries to meet some of these objectives by
temporarily insulating domestic industry, but they may also create unintended economic
consequences and impact the pace at which relevant GST targets are achieved.

There is no solution that perfectly balances these competing concerns. Yet, Parties and non-Party
stakeholders contributing to ongoing discussions on the intersection of trade and climate under the
Paris Agreement and the ecosystem linked to the GCAA may wish to examine how different approaches
to trade policy affect enhanced international cooperation and whether they can be designed and
implemented in ways that strengthen it. The ACCTS may provide a useful example of a way to align
trade and climate policy through cooperative approaches, in order to maximize mutual wins for people,
businesses, and climate.
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F. C2ES Resources

e Enhancing International Cooperation on Climate and Trade through the Lens of the Global
Stocktake (May 2026), https://www.c2es.org/2026/05/climate-trade-global-stocktake-unfccc/

e Considerations for the First Climate and Trade Dialogue (May 2026),
https://www.c2es.org/2026/05/climate-trade-global-stocktake-unfccc/

e Climate, Trade, and Equity: Considerations and Options (May 2026),
https://www.c2es.org/wp-content/uploads/2026/05/Climate-Trade-and-Equity.pdf

e Considerations for a Transitioning Away from Fossil Fuels Roadmap (April 2026),
https://www.c2es.org/wp-content/uploads/2026/04/20260407-C2ES-TAFF-Roadmap-
Submission.pdf

e Delivering on the Targets and Signals from the First Global Stocktake (August 2025),
https://www.c2es.org/wp-content/uploads/2024/10/20250729-C2ES-GST-Factsheet.pdf.
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