CLIMATE CENTER FOR
BF.)3 89N CLIMATE &
COUNCIL TRADE

PRIORITIZING =
AMERICAN
INTERESTS

A NEW STRATEGY FOR
GLOBAL DECARBONIZATION

CATRINA RORKE, GREG BERTELSEN,
& MATTHEW C. PORTERFIELD

September 2024




ABOUT

Catrina Rorke is senior vice president for policy and
research at the Climate Leadership Council and executive
director of the Center for Climate and Trade. Prior to joining
the Council, Ms. Rorke founded the energy and environment
programs at both the R Street Institute and the American
Action Forum. She previously served as a legislative assistant
to former U.S. Rep. Bob Inglis of South Carolina and staff to
the House Committee on Science, Space, and Technology.
She began her career as a presidential management fellow
with the National Oceanic and Atmospheric Association.
M:s. Rorke has been recognized for her leadership in energy
and climate policy by E&E News, The Hill, National Journal,
and Grist, and her work has been published in national,

local, and trade media.

Matt Porterfield is vice president of policy and research
for the Climate Leadership Council. With more than 25 years
of experience in international economic law, particularly with
respect to trade rules and environmental policy, Porterfield
brings a special focus to the Council and its Center for
Climate and Trade. Prior to joining the Council, he was the
deputy director of the Harrison Institute for Public Law at the
Georgetown University Law Center, where he continues to
serve as an adjunct professor. He has published a number
of influential works that have advanced our understanding
of international trade rules and their application to
environmental issues, including on WTO-compliant border
adjustments and U.S. upstream greenhouse gas taxes. Mr.
Porterfield received an LL.M. from Georgetown University,
a J.D. from Vermont Law School, and a B.A. in English from

University of Vermont.

e |

Greg Bertelsen has served as CEO of the Climate

Leadership Council since 2020. He joined the Council
in 2017, serving as executive vice president, leading the
organization’s government relations and engagement with
the business community. Mr. Bertelsen previously served as
senior director, energy and resources policy at the National
Association of Manufacturers (NAM) and as regulatory
analyst, environmental markets & policy at Siemens AG.
In 2016 and 2017, he served as an official advisor to the
Environmental Protection Agency (EPA) on environmental
justice issues. Mr. Bertelsen is a lawyer by training who
received his bachelor’s degree in economics from Dickinson
College and a JD from the American University Washington
College of Law. He has been a repeat guest on NPR and
contributed opinion pieces to The Wall Street Journal, The
Washington Post and other national publications. He is a
frequent speaker at national and international energy and

climate conferences.

The Climate Leadership Council (the Council) is
a nonprofit think tank dedicated to championing the most
effective, fair, and lasting climate solutions. The Council
produces groundbreaking research, educates policymakers,
and works with a broad set of stakeholders to advance a
common goal: meaningfully reduce global emissions while
strengthening our economy. It is also home to the Center for
Climate & Trade, which explores and advances policies that
leverage trade relationships and the global market economy
towards greater international cooperation and climate

ambition.

This paper includes contributions and support from Patrick McKenna, Scott Nystrom, Holly Rooper, and Daniel Hoenig.

This paper is a work product of the Climate Leadership Council and does not necessarily reflect the views of its organizational partners.

For more Council publications, please visit clcouncil.org.

Prioritizing American Interests: A New Strategy for Global Decarbonization




TABLE OF CONTENTS

EXECUTIVE SUMMARY ettt et et 4
INTRODUGCTION ..ottt bttt 6
THE U.S. SHOULD LEAD (oo 7
WE'RE LOSING THE RACE .ttt 8
A CSHIFT TN MENTALTTY ettt bbbttt 8
PRIORITIZING THE NATIONAL INTEREST TO ADDRESS CLIMATE CHANGE. ... 9
INTRODUCE ACCOUNTABILITY IN THE GLOBAL ECONOMY it 9
EXPORT MORE U.S. MADE GO ODS ..ottt 11
SECURE CRITICAL SUPPLY CHATNS ettt ettt 13
ACCELERATE LOW CARBON INFRASTRUCTURE IN THE DEVELOPING WORLD ..o 14
POSITIONING U.S. POLICY TO LEAD ...ttt 16
CONCLUSITON ettt ettt ettt 17
ENDINOTES ..ottt ettt 18

Prioritizing American Interests: A New Strategy for Global Decarbonization




EXECUTIVE SUMMARY

The U.S. has meaningfully reduced greenhouse gas emissions over the last twenty years and most Americans
express inferest in climate action. To the casual observer, it might seem as though we are well on our way to
lasting climate progress. A more sober assessment reveals an unfortunate reality: the greatest challenges lie
ahead.

The U.S. has meaningfully reduced greenhouse gas emissions over the last twenty years... but global

emissions are on track to be higher by midcentury than they are today.

Most Americans support climate action... but it tends to rank far lower on their priority lists than issues

like the economy and national security.

Our political gridlock on this issue is ceding a $215 trillion market opportunity to our competitors.

To succeed in the next era, policymakers must adopt an intentionally pro-U.S. climate approach that
recognizes both the global emissions landscape and concerns facing Americans. Climate progress has too
often been viewed as independent of or in conflict with other national priorities. This approach ignores the
reality that the U.S. has the world's largest and most innovative economy, the richest capital markets, the most
influential consumer base, and is a sought-after economic ally around the world. It is not only possible to

advance our broader interests while reducing global emissions—it is necessary.

A better approach to global climate change starts with advancing U.S. interests in four key areas:

AMERICAN COMPETITIVENESS ECONOMIC GROWTH

TN
Sl

RESOURCE SECURITY GEOPOLITICAL INFLUENCE

A policy strategy focused on these national priorities will elevate the U.S., our industries, and
workers—and bend the curve on global emissions in the process.
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AMERICAN COMPETITIVENESS: INTRODUCE
%l_:‘j ACCOUNTABILITY IN THE GLOBAL ECONOMY

As global manufacturing expands, two critical challenges emerge: carbon-intensive production and
market distortions from excess capacity. Non-market actors like China use government policy to prop up
and expand industries that use low-cost, outdated practices. At the same time, U.S. manufacturers have
developed and invested in manufacturing methods that allow the U.S. to make the same goods with
significantly lower emissions. Robust global market signals are necessary to hold emitters accountable,

reward clean firms, and discourage foreign governments from distorting the market.

ECONOMIC GROWTH: EXPORT MORE U.S. MADE GOODS

There is an estimated $130 trillion in global market potential for clean energy technologies through 2050,
though the U.S. accounts for just 6% of global exports in those technologies today. With public and
private investment spurring rapid growth in American manufacturing of clean energy technologies, U.S.
manufacturers are positioned to produce the goods, services, and experience to serve both the domestic
market and the growing international market. For innovative U.S. firms to capture a share of this global

opportunity, policymakers must rethink strategies for promoting domestic manufacturing to better compete

internationally.

RESOURCE SECURITY: SECURE CRITICAL SUPPLY CHAINS

Expanding domestic clean energy manufacturing requires reliable supplies of critical minerals like lithium,
cobalt, and rare earth elements. Global demand for these minerals is expected to double by 2030 and
the U.S. remains import-dependent for most of its mineral needs. Major minerals producers like China have
already used export controls to shrink mineral supplies on the global market. While domestic investments in
mining and processing will help, the U.S. must develop more ambitious strategies to develop these resources

at home and expedite their development abroad.

GEOPOLITICAL INFLUENCE: ACCELERATE LOW CARBON
( \ [INFRASTRUCTURE IN THE DEVELOPING WORLD
\

Developing countries are rapidly building energy and industrial infrastructure. So far, China has dominated

this market opportunity, leveraging its Belt and Road Initiative to secure energy and natural resources
essential to its industrial strategy and build out carbon intensive infrastructure. To effectively compete and
build commercial and geopolitical ties with emerging markets, the U.S. must adopt a more aggressive
international investment approach designed to harness the power of private capital to close the investment
gap with China.

This strategy leverages American strengths like innovative, low-carbon manufacturing; unmatched capital reserves; a
prosperous and attractive consumer economy; and strong diplomatic relationships. It encourages us to develop closer ties with

our partners and better compete with rivals that exhibit environmental apathy, economic aggression, and geopolitical hostility.

Investing in American interests is the key to driving down global emissions.

Prioritizing American Interests: A New Strategy for Global Decarbonization




INTRODUCTION

THE GREATEST CHALLENGE AND
THE GREATEST OPPORTUNITY

Climate progress has too often been viewed as independent
of or in conflict with other national priorities. This has
failed to address two important contrasts: first, as domestic
emissions fall, global emissions continue to rise. Second,
while Americans have an appetite for climate action, for
most it falls far behind other priorities like the economy
and national security. A more viable U.S. approach to
global climate change would address these imbalances by
advancing American competitiveness, economic growth,

resource security, and geopolitical influence.

To be sure, the U.S. has its work cut out for it. Emissions
projections based on current policies have us falling well
short of the nation’s stated goal of 50% reduction by 2030,

with recent estimates indicating only a 32% reduction.! But

in the context of global decarbonization, lowering U.S.
emissions is the easy part. By far, the biggest challenge is
addressing the growing share of emissions from developing

countries, which are set to double by midcentury.?

If the Global South (loosely defined as Africa, Latin
America, the Caribbean, Asia, and Oceania) continued
its economic advancement on its current technology and
emissions intensity trajectory, the greenhouse gas (GHG)
emissions increases from those countries would more than
offset even the most optimistic emission reduction projections
of the developed world. In other words, even if U.S., G7
partners, and other advanced economies achieve net-zero
emissions by 2050 but the Global South continues along its
current path, we would enter mid-century with global GHG

emissions higher than they are today.?

Figure 1. Mid-century emissions if advanced economies decarbonize but other

countries continue along their current trajectory
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Further, even if Ching, India, and other BRIC countries meet
their promises under the Paris Accord, global emissions
would still only be 8% lower than they are today. Nearly
all the emissions growth in the next 25 years will come
from other emerging nations. This is not to suggest that
the U.S.—the world’s largest historic emitter—does not
have a responsibility to decarbonize its economy, it does.
Further, we should not expect the world’s poorest countries

to prioritize climate mitigation at the expense of building

THE U.S. SHOULD LEAD

The U.S. has an enormous opportunity and responsibility
to support the development and decarbonization of
the Global South. We are the world’s biggest and most
innovative economy capable of developing and scaling
the technologies needed for global decarbonization. We
have, by far, the world’s richest and most dynamic capital
markets capable of rapidly accelerating low-carbon
deployment in the Global South. We're the most important
consumer market in the world, capable of compelling
foreign industries to adhere to our respect for human rights,
working conditions, and environmental stewardship. And
global decarbonization is an enormous market opportunity,
with more than $215 trillion of investments needed over the

next two and a half decades.®

Despite all this, we're a small player in clean energy exports,
struggle to meaningfully unlock capital to support international
infrastructure development, have outsourced much of our
basic manufacturing, import higher emitting products from
overseas, and watch our competitors—Ching, in partficular—
expand their influence in strategically important regions
around the globe. The net results are higher global emissions,
trillions in lost economic opportunity for U.S businesses and

workers, and a weaker geopolitical hand.

A combination of factors led us to where we are today.

U.S. policy choices make it too hard to develop, build,
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the necessary infrastructure, education, and healthcare
systems to lift their people out of poverty. Over 2 billion
people globally do not have access to safe drinking
water, hundreds of millions of children worldwide are not
attending school, and millions of people die each year from
preventable diseases. But we must recognize that the energy
and infrastructure choices developing countries will make to
facilitate economic development will have profound impacts

on global emissions for the remainder of this century.

and expand energy and industrial infrastructure. Our
environmental efforts have prioritized domestic reductions
over using American policy to drive net global emissions
reductions. Our focus on forging international consensus has
at times allowed free riders to undermine global efforts. Our
foreign investments come with too many rules, checklists,
and restrictions. Our trade policy has valued the cheap at
the expense of U.S. manufacturing jobs, the global climate,
and, at times, our deeply held national values. Is it any
wonder that it has been difficult to weave together a durable

constituency in the U.S. to support climate?

«
Further, we should not expect the world’s poorest
countries to prioritize climate mitigation at the
expense of building the necessary infrastructure,
education, and healthcare systems to lift their

people out of poverty.




WE'RE LOSING THE RACE

Meanwhile, China is rapidly expanding its clean energy
capacity. They're strategically subsidizing the climate
technologies they know the world will demand, seeking to
flood the global market with Chinese-made products, drive
global competitors out of business, and monopolize supply

for their economic and geopolitical benefit.

China’s focus on the clean energy supply chain may feel
like a win for climate—cheaper technologies from an
economy that can scale quickly to support rapid global
decarbonization. But long-term, we will fail if cheap Chinese
goods undermine global competition and crush future
innovation in new, better solutions. Further, what is cheap
today is not guaranteed to be cheap, or even available,
tomorrow if one provider has no competitors. We've already
seen China restrict exports in markets where they own the

vast majority of the supply.®

China is winning the race to supply the world’s climate
technology needs. Their first motivation is not lowering
global emissions; their motivation is maximizing economic
power and geopolitical leverage. But Chinese policy isn't
distracted by debate over whether the future should be
climate constrained—as it still is in Washington. They know it
already is, and theyre singularly focused on winning in this

new paradigm.

A SHIFT IN MENTALITY

The U.S. needs a clear vision and comprehensive policy
strategy to address climate change that unapologetically
serves our national interest. This strategy is rooted in
embracing the reality that, in most cases, when global
demand is metby U.S. supply, the netimpact will be domestic
economic growth; more geopolitical power; an international
marketplace more consistent with American rule of law,

human rights, and free markets; and lower global emissions.

This analysis identifies four priorities and recommendations
to policymakers that will reduce global emissions and

unabashedly serve U.S. interests. Here's what we need to do.

Prioritizing American Interests: A New Strategy for Global Decarbonization
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Chinese policy isn't distracted by debate
over whether the future should be climate
constrained—as it still is in Washington.
They know it already is, and they’re
singularly focused on winning in this

new paradigm.

Global decarbonization is an enormous market
opportunity, with massive investments needed

over the next two and a half decades.
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When global demand is met by U.S.
supply, the net impact will be domestic
economic growth; more geopolitical
power; an international marketplace
more consistent with American rule of
law, human rights, and free markets; and

lower global emissions.




PRIORITIZING THE
NATIONAL INTERESTTO
ADDRESS CLIMATE CHANGE

Adequately addressing climate change in a manner that maximizes benefits to the U.S. economy and worker and improves

American geopolitical standing must be centered around four key priorities to help get the global economy on-track.

INTRODUCE ACCOUNTABILITY IN THE GLOBAL ECONOMY

The energy transition will require unprecedented amounts
of clean energy technologies and enabling energy and
industrial infrastructure that requires enormous volumes
of basic commodities like steel, aluminum, cement, and
other materials. Developing countries are scaling up their
manufacturing capacity for these goods to support basic
infrastructure, industrialization, and the energy transition.
As demand and manufacturing expand, the market for
basic commodities is being shaped by two issues: carbon-

intensive manufacturing and excess capacity.

First, emissions from the manufacture of basic commodities
are typically described as “hard to abate,” because

production tends to be energy-intensive or require chemical

processes that release greenhouse gas emissions. The
manufacture of steel, aluminum, cement, and chemicals
contribute 17-22% of total global greenhouse gas emissions
annually” Expanded manufacturing presents a critical
challenge: manufacturing these commodities without driving
a significant increase in global greenhouse gas emissions.
Governments and manufacturers worldwide are driving
investment into decarbonizing these processes. Already we
see important differences in the greenhouse gas intensity
of manufacturing across economies. For example, the U.S.
makes steel with just 25-60% of the emissions of the world
average and U.S. chemicals production is between 10-40%

more carbon efficient than the global average.

Figure 2. Relative Carbon Intensity of Steel Manufacturing by Market Segment
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Ensuring that manufacturers adopt lower-carbon pathways,
especially as global manufacturing expands, is vital to
achieving global greenhouse gas targets. Governments
around the world are considering ways to assess fees on
imports, like the European Union’s Carbon Border Adjustment

Mechanism and similar proposals in the U.S. and abroad.’

The second challenge is the excess emissions and market
distortions caused by large amounts of overcapacity in
the international marketplace. Over the last two decades,
China has captured more than half the global market for
steel, cement, and aluminum. To accomplish this global

dominance, China relies on low-cost, high-emissions

manufacturing pathways and uses subsidies, cheap and
forced labor, price manipulation, and other non-market
practices to bolster its competitive position.'® Chinese
manufacture of basic commodities requires 60-200% more
emissions than the U.S. economy." lts market saturation with
low-cost goods complicates the ability of market-based
firms to make necessary capital-infensive investment in
decarbonization or to launch new manufacturing capabilities
in emerging markets. Further, competitive pressures reduce
investment in innovation by the private sector and delay
future breakthroughs.

Figure 3. China’s Outsized Share of Commodity Manufacturing
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Source: US Geological Survey, 2024 and OECD, 2020"

The result: the carbon loophole —a measurement of emissions
produced in the manufacture of internationally traded
goods—has ballooned to 8 Gt/yr over the last 25 years
as the U.S., EU, and other wealthy economies offshored
manufacturing only to import products with higher carbon
intensities.® Emissions-intensive excess capacity threatens
the global climate and the fabric of a dynamic, competitive
global marketplace while presenting steep barriers to entry
for new innovative firms at a time when economic growth
and the energy transition demand increasing amounts
of basic materials. To meet the growing needs for basic
commodities in a climate constrained world, we need robust
global market signals that introduce accountability for

emitters and non-market practices everywhere.
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To meet the growing needs for basic
commodities in a climate constrained world,
we need robust global market signals that
introduce accountability for emitters and

non-market practices everywhere.




EXPORT MORE U.S. MADE GOODS

In the race to serve the rapidly growing international
market for low-carbon technologies, the U.S. lags behind.
Examining eight decarbonization technology sectors across
zero-carbon energy sources, electrified transportation,
and carbon capture, Council analysis shows that the U.S.

accounts for 6% of global exports.* In contrast, China is, by

far, the dominant player holding more than a quarter of the
global market for these exports.® A combination of factors
led to this deficit, chief among them a tepid U.S. response to
a long-standing strategic plan by the Chinese government
to secure near monopolies of clean energy technology

manufacturing and critical supply chains.

Figure 4. Top 10 exporters of decarbonization technologies, 2022 (USD billions)
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Given the large differences in the carbon intensity of
manufacturing across countries, China’s domination of these
clean energy technology markets has substantial climate
costs as well. Chinese manufacturing is powered by an
electricity sector that is 63% coal and more than 50% more
carbon-intensive than U.S. electricity.” And coal is locked in
for decades; with an average age of 13 years, the Chinese

coal fleet has more than 35 years of useful life remaining.”®

That high carbon intensity in the electricity sector translates

to higher carbon intensity for manufacturing clean energy
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technologies. Green ammonia and hydrogen, solar panels,
and electric vehicles are prime examples. China is the largest
ammonia producer in the world and makes nearly 80%
with coal. Ammonia is one of the most promising avenues
for scaling the global hydrogen energy trade and Chinese
ammonia production is 110% more carbon intensive than
U.S production.” U.S.-made thin film solar panels generate
90% less greenhouse gas emissions than the silicon-based
modules that China specializes in.2° U.S. electric vehicle
manufacture results in 20% fewer emissions than Chinese

manufacture, and the U.S. advantage is expected to grow.?




As China floods the global market,
supplying 55% of solar modules and
41% of electric vehicles and battery
production  emissions  for
these products are 2X to 10X higher
than if U.S.

producing those same goods. But

cells,??

manufacturers  were
under the current trading regime, U.S.
manufacturers are not well positioned
to meaningfully compete in these

industry segments on the global stage.

The good news is that on the path
to full global market maturity for
clean energy technologies, we
are still in the relatively early days.
Estimates indicate that across the eight
technology pathways the Council
examined, there is upwards of $130
trillion in projected global market
opportunity still to be seized through
2050.% Further, U.S. clean technology
manufacturing  capacity is quickly
ramping up. Spurred by a combination
of expanded federal funding and
private investment induced by the
Infrastructure  Investment and Jobs
Act, the CHIPS and Science Act, and
the Inflation Reduction Act, domestic
investment in clean energy technology
manufacturing,  generation,  and
installation is accelerating. In just the
first quarter of 2024, American clean
energy investment hit $71B, nearly
matching total annual investment
in 2018.2 U.S. manufacturers are
positioned to produce the goods,
services, and experience necessary to
serve not just the domestic market, but
to capture a significantly larger piece

of global demand as well.

Even with the recent policy incentives,
innovative, lower-carbon American
manufacturers face strong headwinds
to participating in foreign markets.
China has become the dominant force

in clean energy supply chains through

Figure 5. U.S. investment in clean energy, transportation,

electrification, and carbon management, 2018-2025 (projected)
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concerted  and  comprehensive
government strategy. Though U.S.
policymakers will not embrace the
same tactics, American policy choices
should be designed to help domestic
firms overcome unfair limits to their
growth, including stiff competition
due to overcapacity from non-market
producers and governments, poor
intellectual property protection, and
in developing countries, limited market

readiness.?

The President’s

the Trade Promotion Coordinating

Export Council %

Committee,”Y  and members  of

8

Congress?® have all issued recent

recommendations to  emphasize
U.S. exports. Disparate programs
support  the  identification  of
overseas opportunities for U.S. firms,

matchmaking between project needs
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and U.S. goods and services, the
financing of exports and business
activity to increase exports, and
compliance with local regulations. The
U.S. also participates in international
initiatives that can support U.S. exports
of low-carbon technologies, including
the G7 Partnership for Global

Infrastructure and Investment and the

Multilateral Development Banks.

These initiatives are a good start but
insufficient to the task. In the face of
non-market competition, unfair trade
practices, and geopolitical rivalries,
the U.S. must reconceive its approach
to domestic manufacturing and export
promotion to adequately position
U.S. firms to compete for and win
meaningful clean energy market share

in the years and decades to come.




SECURE CRITICAL SUPPLY CHAINS

Scaling up clean energy manufacturing potential in the
U.S. market will require secure, resilient, affordable access
to supplies of critical minerals to support the production of
batteries (lithium, graphite, and cobalt), renewable power
technologies (copper), and advanced electric motors (rare
earth elements and nickel). Global mineral demand is
expected to double by 2030 and as much as quadruple
by 2040.%

With very few exceptions the U.S. is not a major producer

nor refiner of the critical and rare earth minerals necessary

to support clean energy manufacturing. In fact, the United
States is more than 50% import dependent for 41 of 50
critical mineral categories®® and 100% import reliant on
14 critical minerals.® The challenge of importing adequate
supply is exacerbated by the heavy concentration of
production and refining in very few countries—and often
in politically unstable regions or those with adverse interest
to the U.S. More than 60% of lithium, graphite, cobal,
rare earth elements, and nickel is mined in just one or two

countries.*?

Figure 6. Share of minerals refining and mining by country or region, 2023
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Refining is even more concentrated. China is unmatched,
holding 85%

capacity.®® For battery-grade graphite, for example, China

of global critical mineral processing
mines more than 80% and refines nearly 100% of global
production.®* The risks for U.S. manufacturers of this hyper-
concentration are playing out now: in December 2023, the
CCP announced export controls on graphite, effectively
signaling that supplies for international manufacturers could

be shut off at any time.*

The good news is that U.S. investments in domestic mining,
processing, and manufacturing will alleviate some pressure
on U.S. supply chains. For example, the U.S. is building a
homegrown supply chain for synthetic graphite which could
minimize import dependence on Chinese natural graphite.
The U.S. Geological Survey is presently investing $320
million to map 800 areas with potentially recoverable
critical mineral resources on U.S. soil.*¢ Also encouraging,
robust reserves for virtually all critical minerals exist in
democratic countries like Argentina, Bolivia, Indonesia, and
South Africa.¥” That said, even assuming an ambitious growth

curve in the development of those resources, due to the time

ACCELERATE LOW CARBON
IN THE DEVELOPING WORLD

Developing countries are building out energy and industrial
infrastructure to support economic opportunity and job
creation. Their needs are vast. Consider that electricity
infrastructure in Africa, where currently 600 million people
lack access,®® will have to expand roughly 600% over the
next 25 years.*” The global challenge is staggering. Satisfying
decarbonization needs across the global energy system will
require annual investments of $1.6T in zero-carbon electric
generation, $1.8T in electrified transport, $800B in electric
grid and storage infrastructure, and $500 billion to develop
and deploy carbon capture.*® The question becomes: who

will serve this market?

To-date, the answer is overwhelmingly China. In just a
decade, Chinainvested an estimated $ 1 trillion oniits Belt and

Road Initiative (BRI),* with over half of all BRI spending on

(49

The U.S. must do what it does best:

motivate private capital.
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it takes to permit, finance and bring online mining projects,
much of the reserves in the U.S. and partner democracies

are likely to still be untapped through 2030.

The U.S. has launched discussions with partners around
targeted approaches to supply chain security. These include
the world’s first critical minerals agreement with Japan and
the Minerals Security Partnership with 13 other countries
and the EU. While these agreements have not yet yielded
meaningful changes in U.S. access fo new international
sources of important commodities, the pursuit of international

collaboration through trade agreements is promising.

Yetincremental domestic investments, narrow trade deals with
other major consumer countries, and notional commitments
to work with international partners aren’t enough. The U.S.
has an economic and geopolitical imperative to realize
adequate, diverse, and secure long-term supply chains for
critical commodities. This requires ambitious new efforts
to develop mineral resources at home and expedite their
development abroad. But we'll need the political will and

new tools to do so.

INFRASTRUCTURE

predominantly carbon intensive energy and transportation
infrastructure.*? China sees these BRI investments in two
ways. First, as a strategic enterprise to secure energy and
natural resources that it requires for its ambitious industrial
policy. Second, as a commercial enterprise. China offers
large amounts of capital at terms close to market rates, with
deep involvement of state-owned commercial banks, and
an aggressive stance that maximizes risky, high-reward

investments in emerging, often unstable markets.*®

Yet the U.S. seeks to combat this strategic investment
using its international development and foreign assistance
apparatus. These programs are not chartered nor budgeted
to adequately address the scale of the challenge and
opportunity. And they fail to prioritize investments that
would best serve American firms—by promoting the uptake
of American technologies or facilitating access to critical

minerals and other strategic materials.

The U.S. development apparatus is designed primarily to

prioritize poverty reduction, support vulnerable populations,




and accelerate development in emerging markets—worthy «
and important objectives. But international investment Strategic investment in the economies
programs that serve other national priorities will be more ) )
durable and robust. Further, programs across the $60 billion of emerging and developing markets
foreign assistance budget carry significant restrictions.* The is consistent with U.S. economic and
abundance of requirements, controls, necessary reviews, geopolitical priorities. Doing so would

and confingencies associated with U.S. assistance spawns yield for the U.S. more market power,

a derisive and common criticism: China comes with a

checkbook; the U.S. comes with a checklist. domestic JOb creation, strong international

partnerships, and geopolitical heft.
In the face of non-market competition, unfair trade practices,

and geopolitical rivalries, itis essential that the U.S. reconceive
of its foreign investment programs as a toolkit that serves the
national interest. Strategic investment in the economies of
emerging and developing markets is consistent with U.S.
economic and geopolitical priorities. Doing so would yield
for the U.S. more market power, domestic job creation, strong

infernational partnerships, and geopolitical heft.

Still, devoting every development dollar to a U.S.-aligned
agenda will satisfy just a fraction of a percent of the
trillions of dollars of investment necessary to decarbonize
the global marketplace by 2050. The U.S. cannot commit
public capital at the scale of the BRI. Only private markets
can provide the trillions of dollars in investments that will be
needed each year to close the investment gap. Alongside
rededicating our foreign assistance programs to serve both
partner country needs and the national interest, the U.S. must

do what it does best: motivate private capital.
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POSITIONING U.S. POLICY

TO LEAD

A comprehensive approach to domestic policy, global investment, and trade strategy will position the U.S. to lead—and

win—the global transition to a more prosperous, lower carbon future.

UNLEASH AMERICAN
MANUFACTURING

U.S. firms winning more global market share in the
economy of the future begins with scaling up the American
manufacturing resurgence. This will include ensuring
affordable, reliable, and low-carbon energy, material, and
mineral supplies. The domestic policy environment must:

* Improve and expedite permitting processes to accelerate
construction of energy and mineral infrastructure.

¢ Promote domestic manufacturing in low-carbon technologies

and their supply chains, including basic materials.

*  Prioritize certainty and predictability in establishing

incentives.

DERISK AND DIRECT PRIVATE
CAPITAL TOWARD
THE GLOBAL CHALLENGE

To truly compete, the U.S. needs to adopt a more aggressive
global investment strategy and focus on leveraging
increased public investments to mobilize the enormous
reservoirs of untapped private capital. The U.S. global
investment strategy must:

e Support investment in energy and industrial infrastructure

that can leverage U.S.-made technologies and accelerate
lower-carbon economic growth in emerging markets.

e Orient U.S. foreign investment, export, and trade policies
toward addressing specific roadblocks that investors identify,
like a clear project pipeline and liquidity support.

*  Help foreign governments leverage their own public resources

into larger private investment.
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CREATE GLOBAL
ACCOUNTABILITY

Policymakers have the necessary tools to promote a fairer

playing field for American manufacturers and leverage

access fo our economy to compel lower emissions abroad.

To create greater global accountability U.S. policy must:

e Establish carbon import fees to support low-carbon domestic
investments and insulate cleaner U.S. firms from unfair

competition (tied to low-cost, often non-market, carbon-

intensive manufacturing abroad).

*  Build on existing proposals from the U.S. Congress and
Biden and Trump administrations that would level the playing
field for U.S. firms.*®

*  Lleverage leadership positions at international forums to
encourage compatible and complimentary accountability
policies from like-minded countries to orient more of the
global economy toward higher environmental performance.

DEEPEN INTERNATIONAL
PARTNERSHIPS

The U.S. must establish itself as a leader in creative solutions
to address climate change while building more opportunities
for U.S. firms and their workers and seizing a stronger
geopolitical position. These approaches will be further
strengthened if the U.S. establishes greater cooperation with
like-minded countries. U.S. international engagement must
seek fo:

*  Enter agreements to improve supply chain security for
minerals and other goods.

*  Form arrangements to encourage greater international
adoption of carbon import fees consistent with a U.S.

approach.

e Leverage public investments to encourage greater
cooperation and maximize opportunity for U.S.-made

technologies.



CONCLUSION

Climate change is among the most important challenges of our time and we—the U.S.
and the international community—must address it at the scale and speed it demands.
Our progress has been limited by American policy that oftentimes views climate
progress as independent of or in conflict with other national priorities. Especially as we
also search for solutions to confront our international rivals who exhibit environmental o
apathy, economic aggression, and geopolitical hostility, these priorities can and must be
addressed in concert. Increasingly, climate progress is best served by unapologetically

pursuing other American priorities as well.

A new strategy is needed for reinvesting and reinvigorating American manufacturing,
unabashedly pursuing U.S. geopolitical interests, and simultaneously bending the

curve on global emissions. Policymakers have a chance to leverage existing American

advantages to shape and win the economy of the future. To do so, they must think boldly /

and embrace a path that believes and invests in American solutions. f
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