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Introduction

Historically, tariffs have been employed by United States (US) administrations to safeguard domestic
industries from the unfair competition posed by foreign suppliers, with origins stemming from the
Smoot-Hawley Tariff Act of 1930 (lacuri & Sola 2025). During 2024-2025, both the Biden and Trump
administrations have introduced various tariffs on foreign products, in an attempt to either seek re-
negotiation of trade contracts or shield key domestic industries. A “tariff war” has escalated under the
Trump administration in 2025, when the “fentanyl” tariffs on Canadian, Chinese and Mexican-origin
goods and the reciprocal tariffs on global goods were introduced (Lowell et al. 2025). In this article, we
examine the impact of such protectionism on the development of a key industry - green technology.

China’s Green-Technology Industry

China holds the largest reserves of rare earth elements that are critical for green technology. Several
countries with significant reserves of specific essential rare earths have received substantial
investment from China through the Belt and Road Initiative (Tran 2024). China dominates the global
supply chain for these elements, responsible for 60% of production and 85% of global processing
capabilities (Tran 2024). A study conducted by Brookings (2025) emphasises the world's heavy
dependence on China for sourcing materials vital for advancing the energy transition and meeting the
decarbonisation targets set by the Paris Agreement. It is important to note that the US government
supports green technology through subsidies and tax exemptions via the Inflation Reduction Act.
However, surprisingly, in late 2024, the Biden administration announced that the Section 301 Tariffs
will apply to Chinese goods, including electric vehicles (EVs), batteries and solar panels (Craig et al.
2024), to tackle the “unfair technology transfer” from China (USTR 2024). Figure 1shows that Electric
Vehicles(EVs)and solar panel exports from China have reduced substantially after the tariff came into
effectin late 2024; however, battery exports continue to rise.



https://www.cnbc.com/2025/02/05/how-smoot-hawley-tariff-sparked-the-mother-of-all-trade-wars.html
https://www.tradecomplianceresourcehub.com/2025/09/09/trump-2-0-tariff-tracker/
https://www.policycenter.ma/publications/geopolitics-energy-transition-opportunities-global-south
https://www.policycenter.ma/publications/geopolitics-energy-transition-opportunities-global-south
https://www.brookings.edu/articles/chinas-role-in-supplying-critical-minerals-for-the-global-energy-transition-what-could-the-future-hold/
https://www.irs.gov/inflation-reduction-act-of-2022
https://www.congress.gov/crs-product/IF11346
https://www.venable.com/insights/publications/2024/06/biden-admin-imposes-tariffs-on-electric-vehicles#:~:text=On%20May%2014%2C%202024%2C%20President,and%20steel%20and%20aluminum%20products
https://www.venable.com/insights/publications/2024/06/biden-admin-imposes-tariffs-on-electric-vehicles#:~:text=On%20May%2014%2C%202024%2C%20President,and%20steel%20and%20aluminum%20products
https://ustr.gov/about-us/policy-offices/press-office/press-releases/2024/may/us-trade-representative-katherine-tai-take-further-action-china-tariffs-after-releasing-statutory?utm_source=chatgpt.com
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Figure 1: Chinese Green Tech export to the World (until Dec 2024)
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Source: Compiled by the authors from the UN Comtrade Database

From an environmental perspective, the imposed tariffs restrict US access to affordable clean
technologies. While these tariffs may provide short-term assistance for the domestic industry, they
will ultimately increase costs for businesses and consumers seeking green technology and hinder
efforts to reduce greenhouse gas emissions (Bloomberg 2024). According to consulting firm Wood
Mackenzie, excluding Chinese clean technology from global markets could add an estimated $6 trillion
US to the S$29 trillion US in capital expenditures projected to be necessary by 2050 to achieve net-zero

targets (Tran 2024).

Are Tariffs Protecting the US Domestic Industries?

Beyond being seen as a fallback in combating global warming, was the Section 301 Tariff actually
effective inrestricting the Chinese EV industry boom? Figure 2 illustrates the year-over-year increase
in Chinese EV exports from May 2022 to May 2025. We observed declines in exports during June,
November 2023 and February 2024, attributed to provisional tariffs from the European Union (EU). A
notable drop in exports occurredinlate 2024 following Biden's announcement of the Section 301 Tariff,
with an exceptionally low export figure recorded in February 2025, coinciding with the “fentanyl” tariffs
imposed by the Trump administration. However, there was a notable rebound in Chinese exported EVs
during April and May 2025, surpassing previous levels. This suggests that Chinese EVs have managed
to find their way to other markets. Overall, it seems that the Section 301 Tariff turned out to have very
limited strategic impact in the long run.


https://comtradeplus.un.org/
https://www.bloomberg.com/opinion/articles/2024-05-28/biden-s-tariffs-on-china-evs-delay-clean-energy-worsen-climate-change?utm_source=website&utm_medium=share&utm_campaign=twitter
https://www.policycenter.ma/publications/geopolitics-energy-transition-opportunities-global-south
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Figure 2: Chinese EV export bottomed in Feb 2025 but rebounded quickly
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This case has shed some light on the ongoing question that captures the attention of researchers:
whether the protectionist measures implemented by the US administration effectively strengthen
domestic green technology industries, safeguard jobs, and reduce trade deficitsin this rapidly evolving
sector. Drawing on Krugman'’s trade theory, specifically the infant industry argument, the protection
of domestic industries may facilitate economies of scale in the short term (Alam 1994). It can enable
green technology sectors, such as solar and battery production, to expand and enhance their
competitiveness. Ultimately, this promotes innovation and preserves employment within sensitive
green technology fields. On the other hand, Furceri et al. (2019) found that increased tariffs often lead
to a medium-term decline in domestic output and productivity, rising unemployment, and negligible
effects on the trade balance due to the reliance on imported inputs. Furthermore, China has
implemented a robust fiscal policy and successfully maintained a remarkably stable exchange rate of
6.0to 7.3 renminbiper1US dollar over the past two decades (FRED 2025). As aresult, heightened tariffs
may have a negative economic impact on the US green technology industry, and alongside the
withdrawal from the Paris Agreement and a rollback on energy transition efforts, could further
undermine its climate ambitions.

Discussion

The trade war has the potential to significantly impact both China's economy and the global clean
energy transition negatively. A negative economic outlook and heightened uncertainty may lead to a
decline in China’s domestic investment in green technology destined for the US. Over the long term,


https://tradingeconomics.com/china/electric-car-exports
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/205941468764425699/the-new-trade-theory-and-its-relevance-for-developing-countries
https://d.docs.live.net/9d92522bf1199770/Documents/My%20Documents/Furceri,%20D,%20Hannan,%20AS,%20Ostry,%20DJ%20&%20Rose,%20KA%202019,%20'Macroeconomic%20Consequences%20of%20Tariffs',%20IMF%20Working%20Papers.
https://fred.stlouisfed.org/series/EXCHUS
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this decreased investment could hinder advancements in emerging green technologies and research
and development, as companies may become less willing to invest in riskier green projects.
Consequently, this may result in bankruptcies, restructuring, mergers, or buyouts among green
technology firms, although such disruptions could ultimately lead to a more robust and profitable
sector.

As a leader in clean energy technology, with unprecedented levels of renewable energy deployment
and EV production, China may choose to see the increased tariffs as an opportunity. This scenario
could encourage China to explore new markets, enhance its economies of scale, and invest in
innovative green technologies.

Conclusion

US tariffs on Chinese green technology will have short-term effects but will fail to disrupt China’s
dominance in the long run. While they will temporarily reduce exports, China is likely to shift to other
markets. The tariffs may harm US climate goals by raising clean technology costs and slowing
decarbonisation. Although protectionism can support domestic industries initially, it often reduces
productivity and raises consumer prices. China may use the situation to innovate and expand globally.
Overall, long-term progress in green technology is better supported by collaboration and innovation
than by trade wars.
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