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EXECUTIVE SUMMARY
The EU’s Circular Economy Action Plan (CEAP), announced in March 2020, highlights the EU’s intention to lead efforts on the circular economy at a global level.
The Action Plan sets out to pursue this objective through partnership initiatives,
outreach activities and the utilisation of its trade agreements.
China and the EU are two of the dominant global forces in world trade. In 2020,
China was the leading global exporter of goods, responsible for 18% of exports,
and the second highest importer of goods, with 14% of imports globally. The EU
was the second highest global exporter (15.4%) and third highest importer
(13.4%)1. In 2021, China was the EU’s third largest export partner (10.2% of total
exports) and the EU’s largest import partner (22.4% of total imports). Given the
magnitude of trade involved, and as the EU begins to develop and implement the
various circular policy initiatives of the CEAP, the EU-China trade relationship
therefore offers huge potential to reinforce circularity in their common supply
chains. Indeed, an inherent element of the CEAP is that the effects of its new domestic policies are undoubtedly bound to spill over, affecting trade flows, and
consequently, socio-economic development at a global scale.

As key supply chains are targeted by new sustainability standards
under the CEAP, the EU must seek partnerships and lead the
charge by envisaging a trade policy framework for businesses to
innovate and trade with new circular markets across the world
while accounting for negative effects to global sustainable
development.
This assessment seeks to analyse China and the EU’s current trade relationship,
and how it may both benefit from the implementation of circular practices and
be supportive of the global shift to a circular economy. The plastics and textiles
sectors are used to illustrate how circular economy ambitions and EU-China trade
can be linked in a mutually supportive way.
China has a wide range of domestic circular economy policies in place, with the
first steps already being taken in the 1990s. The country’s Five-Year Plans since
2006 have progressively aimed to speed up the circular economy transition, with
the most recent 14th Five-Year Plan (for 2021-25) targeting a green
European Commission. (2021). EU trade relations with China. Facts, figures and latest developments.
Link.
1
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transformation of production and lifestyles, green finance, technological
innovation, cleaner production and green transformation in key industries. This is
supported by legislation including the 2009 Circular Economy Promotion Law and
various policies relating to extended producer responsibility (EPR), circular
industrial development, zero-waste cities and so on.
These policies have achieved results, including increased resource efficiency and
recycling, reduced energy consumption and growing public awareness of circular
economy2. However some challenges remain, including addressing China’s
dependence on imported resources, the pursuit of further resource and energy
use efficiency, reductions in waste generation, improvements in material
recycling, and further steps to address mass production and consumption.
This case study suggests that both China and the EU have existing policies to
promote sustainable plastics and textiles specifically. They provide a sound basis
for further environmental improvements in the two sectors, as well as a
foundation for more sustainable trade in these products between China and the
EU in the future.
For circular economy and trade policies to be mutually supportive,
complementary actions are needed at the national and international levels. This
case study makes several recommendations for consideration by policymakers.
In relation to China-EU trade policy:
•

The 2018 Memorandum of Understanding on Circular Economy Cooperation
between the EU and China should provide a useful basis for dialogue and
cooperation;

•

National and regional circular economy policies should be non-discriminatory,
complementary and designed in line with multilateral trade rules;

•

The range of international treaties, together with regional and national
environmental standards, offer significant potential to promote circular
production and products and their trade; and

•

Multilateral frameworks such as the Basel Convention, WTO, OECD, or
Regional Trade Agreements (RTAs) can all provide useful mechanisms for the
pursuit of sustainable trade.

2

Interview with Prof. Du Huanzheng, TJU
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On domestic policy, the following options could be considered within the
Chinese domestic circular economy policy framework to further promote
circularity and maximise its potential:
•

Economic and fiscal policies, such as taxes and subsidies, to adjust pricing in
line with circular economy objectives and more explicitly incentivise circular
practices and products3;

•

A national green development fund to promote circular economy related
projects4, the launch of new green financial products and tools to support
sustainable investment and financing, and the establishment of green national
accounts5 to better account for environmental costs;

•

Infrastructure improvements to promote high-quality recycling, through
coherent planning, construction of infrastructure and improved systems for
classifying and collecting wastes;

•

Further development of markets and standards to promote and expand the
use of secondary raw materials and second-hand goods;

•

Industrial and technology policies to strengthen scientific and technological
innovation6 and move existing industries towards circular modes of
production7, including support for R&D activities8 and the development of
industrial clusters;

•

Consumption-related policies to guide consumers and businesses towards
sustainable consumption choices9, including further use of information
technologies;

•

Additional awareness-raising and education on environmental protection, to
inform and empower individuals, together with better protection for the rights
of purchasers and consumers10; and

Interview with Prof. Du Huanzheng, TJU
Interview with Zhao Kai, CACE
5
Interview with Prof. Du Huanzheng, TJU
6
Interview with Prof. Wen Zongguo, Tsinghua University
7
Interview with Prof. Du Huanzheng, TJU
8
Ibid.
9
Ibid.
10
Interview with Prof. Wen Zongguo, Tsinghua University
3
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•

Provision of further legal guarantees for environmental protection, including
clarification of environmental property rights11 to provide clear rules and
responsibilities on the ownership and use of resources.

Taken together, these actions should help to facilitate trade in circular products
between China and the EU, and to mutually reinforce a more circular economy in
both parts of the world.

11

Interview with Prof. Du Huanzheng, TJU
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INTRODUCTION
The circular economy seeks to alter the present economic paradigm by
addressing our current, ever-increasing resource extraction from the Earth’s finite
resources. Accordingly, resource efficiency alleviates the excessive extraction of
resources, but also contributes to decarbonisation, as a considerable amount of
our carbon emissions are related to how goods are produced and consumed. A
global scale-up of the circular economy will therefore not only advance global
decarbonisation efforts but also unlock greater benefits to resource efficiency.

1.1

Circular economy and the EU
In March 2020, the EU took a substantial step forward towards the transition to a
European circular economy by adopting the EU Circular Economy Action Plan12
(CEAP) under the EU Green Deal. The Action Plan paves a pathway to European
circularity by outlining a Sustainable Product Policy framework and plans to target
key value chains with great potential for circularity including electronics and ICT,
batteries and vehicles, packaging, plastics, textiles, construction and buildings,
and food, water and nutrients.
Moreover, the CEAP proposes the establishment of a Global Circular Economy
Alliance, a more integrated partnership with Africa and the inclusion of new
circular economy objectives in its future free trade agreements (FTAs), thereby
acknowledging the need to scale up towards a global circular economy.
Cooperation on a multilateral level is key to unlocking the benefits of scale tied
to a global circular economy but, also, to mitigate unwanted consequences to
sustainable development caused by a shift in trade flows caused by an altered
demand from primary to secondary resources.
Indeed, an inherent element of the CEAP is that the effects of its new domestic
policies are undoubtedly bound to spill over, affecting trade flows, and
consequently, socio-economic development at a global scale. Production and
consumption, materials, goods, services and data are linked through global trade.
As key value chains are targeted by new sustainability standards under the CEAP,
the EU must seek partnerships and lead the charge by envisaging a trade policy
framework for businesses to innovate and trade with new circular markets across
the world while accounting for negative effects to global sustainable
development. The EU indeed has the opportunity to inspire, lead and leverage

12

European Commission. (2020). Circular Economy Action Plan. Link.
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access to its market to reach for improved standardisation with its trading
partners.
One example of shifting trade streams is waste exports. Prior to the publication
of the CEAP, EU circular economy policies targeting domestic waste recycling
partially relied on exporting waste to be recycled abroad. Although it allowed EU
to achieve its own recycling rate targets, once waste is shipped abroad – usually
to developing countries – the EU cannot guarantee the quality of the recycling
process.
Since 2017, many of EU’s waste recipients closed their ports for plastic waste
shipments, including China, India, Thailand, Vietnam and Malaysia. In need of a
new approach to dealing with its waste, the EU’s CEAP focuses on preventing
waste creation in the first place and taking charge of reverse value chains.
Moreover, in January 2021, the EU placed a ban on exporting hazardous and hard
to recycle plastic waste to non-OECD countries in addition to tightening the rules
on clean, non-hazardous waste exports to these same countries13. Lastly, the
European Commission published on 17 November 2021 its proposal for a new
regulation on waste shipments14. Under this new proposal, EU waste exports to
non-OECD countries will be further restricted and only allowed if third countries
are willing to receive certain wastes and are able to manage them sustainably.
The Commission published the Sustainable Product Initiative15 in March 2022
which puts forward new sustainability requirements for goods sold on the EU.
This would involve the legislation of delegated acts aimed at revising and
expanding the Ecodesign Directive to target more than energy-related products
and impose new performance and information requirements, as well as a ban on
the destruction of unsold consumer goods. These requirements seek to improve
products’ durability, reliability, reusability, upgradability, reparability, ease of
maintenance, refurbishment and recyclability, as well as regulate the presence of
substances of concern (toxic chemicals), energy use or energy efficiency,
percentage of recycled content, possibility of remanufacturing, recycling and
recovery of materials, and the expected generation of waste.
Other implications of the CEAP on EU trade flows are related to the introduction
of new measures on production and the reduction of barriers to trade for
secondary resources. The former intends to empower consumers and increase

European Commission. (2020). Plastic waste shipments: new rules on importing and exporting
plastic waste. Link.
14 European Commission. (2021). Proposal for a new legislation on waste shipments. Link.
15
European Commission. (2022). Sustainable Products Initiative. Link.
13

Institute for European Environmental Policy (2022)

8 | Trade in support of circular economy

product sustainability by increasing opportunities for product repairability,
reusability and durability by introducing new standards and criteria for products
sold on the EU market. The latter aims to incentivise the market for secondary raw
materials by pushing for better harmonisation of rules applied to waste and spent
goods.
When it comes to the EU’s FTAs, only one FTA in force references the circular
economy in their Trade and Sustainable Development (TSD) Chapters, i.e. the EUUK Trade and Cooperation Agreement. Moreover, four other draft agreements
still under negotiation mention the circular economy, in particular the agreements
with Australia, Chile, Mexico and New Zealand, in addition to the still to be ratified
EU-Mercosur trade agreement.
Although other agreements in force acknowledge the need for sustainable
production and consumption of goods, as of yet, the concept of circular economy
is far from being a regular feature in FTAs. Although the EU’s 2021 Trade Policy
Review16 reaffirms the need to seek commitments from its trade partners to
further global efforts towards the circular economy transition – the EU must begin
to deeply integrate circular economy principles in its trade policy and its
implementation.

1.2

EU-China case study: Aim and approach
Ensuring the global expansion of the circular economy calls for not only a higher
demand for secondary resources but also a higher supply of these resources to
establish is secure global market for recycled and reusable raw materials. In turn,
establishing a market for reliable secondary materials requires attention to detail
regarding resource and product definitions and standards. Variation in
definitions, regulations and standards across geographical areas for trade in
secondary resources forms a glaring technical burden, hindering efficient material
circularity and disproportionally disadvantaging MSMEs, both within the EU and
between EU and third countries.
With the CEAP’s Sustainable Product Policy initiative putting forward new
sustainability standards for goods, the EU has the opportunity to leverage access
to its market to reach for improved standardisation with its trading partners. This
set of case studies look into the EU’s trade relationship with several trade partners
where increased circular economy cooperation would be particularly beneficial.

European Commission. (2021). Trade Policy Review - An Open, Sustainable and Assertive Trade
Policy. Link.
16
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China has been selected for a case study since it is a leading global producer of
products, primary materials (e.g. smelting of aluminium, copper) and secondary
materials. The country’s share of global trade has risen from less than 1% at the
end of the 1970s to 14.7% of global exports of goods by 202017. Exports of goods
in 2020 amounted to US$ 2,590 billion and imports US$ 2,057 billion, whilst
exports and imports of services were US$ 278 billion and US$ 377.5 billion
respectively18.
In spite of its import bans on plastic waste and selected solid waste, China also
still remains the top global importer of waste and scrap materials, with a key role
in recovering materials and using secondary materials for production. At a 2020
OECD workshop on trade and circular economy, a representative from the
Chinese Recycling Association stated that: “The import ban does not mean that
China does not need raw materials […] Additional measures are planned to scale
up efforts for recycling including the development of national standards for
secondary raw materials and to develop domestic collection systems.” 19 This
indicates an intention for China to promote the use of secondary materials, both
via domestic supply and through imports, showing a commitment to greater
circularity and also an opportunity for it to be further promoted, including
through trade-related policies.
To provide a focus for the case study, we have selected the plastics and textiles
sectors to illustrate how circular economy ambitions and EU-China trade can be
linked in a mutually supportive way. These sectors were chosen since they offer
particular potential for greater circularity, and also represent some of the
products most frequently traded between the EU and China.
This case study was drafted by the Institute for European Environmental Policy.
The preparation of the case study included a period of desk-based literature
review, followed by discussion with the Ellen MacArthur Foundation and a small
number of Chinese experts to provide complementary insights. We thank them
for their valuable inputs and support.

UNCTAD. (2021). China: The rise of a trade titan. Link.
Santander Trade. (2022). Chinese Foreign Trade in Figures. Link.
19
OECD. (2020). OECD workshop on international trade and circular economy – summary report,
p.16. Link.
17

18
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EU-CHINA TRADE RELATIONSHIP
This section looks at the current trade framework which governs EU-China
bilateral trade in goods and services and assesses the level of integration of
circular economy-relevant initiatives and practices. Then this section presents an
overview of EU-China trade in goods and services over recent years.

2.1

What is the trade and investment framework
Despite the importance of their trade relationship, the EU and China currently
have no bilateral trade agreement in place. Trade is therefore undertaken on
World Trade Organization (WTO) terms, with tariff levels defined by the WTO.
In 2013, negotiations began on an investment agreement between the EU and
China, with the aim of providing investors with predictable, long-term access to
markets and to protect investors and their investments. The EU-China
Comprehensive Agreement on Investment (CAI) was agreed in principle between
the two partners in December 2020, but has not yet been ratified due to political
tensions and associated sanctions (imposed by the EU on China) and countersanctions (imposed on the EU by China) following suspected human rights
violations in China’s north-western Xinjiang Province20.
The draft text of the CAI includes a section on Investment and sustainable
development (Section IV)21, with the aim of embedding sustainability in the EUChina investment relationship. The CAI requires that investments are underpinned
by sustainable development principles, enforced by an independent panel of
experts. The CAI clearly outlines that investment should not be encouraged by
weakening or reducing environmental protection, or by waiving or derogating
from environmental laws. It outlines that the EU and China shall facilitate and
encourage investment in environmental goods and services, and exchange
experiences and good practices on environmental impact assessments for
investments. The CAI, if and when ratified, would represent the first time China
would agree to such environmental provisions with a trade partner.
In 2018 a Memorandum of Understanding on Circular Economy Cooperation was
signed between the EU and China22, for the two economies to consider greater

Brzozowski, A. (5 May 2021). EU efforts to ratify China investment deal ‘suspended’ after sanctions.
EURACTIV. Link.
21
European Commission. (2021). EU-China investment negotiations, Section IV: Investment and
sustainable development. Link.
22
European Commission. (2019). EU and China step up their cooperation on environment, water and
circular economy. Link.
20
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alignment of key circular economy mechanisms and work towards the
development of product standards and policies for a global circular economy
shift, including green supply chains, eco-design, eco-labelling, extended producer
responsibility, financing mechanisms for the circular economy, and exchange of
best practice on industrial parks, plastics and waste23.
In April 2019, the 7th EU-China Ministerial Environmental Policy Dialogue between
the blocs initiated a new high-level dialogue on circular economy, discussing how
to speed up cooperation to support the global transition to a circular economy24.
In April 2021, the 8th EU-China Ministerial Environment Policy Dialogue
acknowledged the importance of continued cooperation to address shared
environmental challenges and promote opportunities for green recovery
following the COVID-19 pandemic, and also identified (marine) plastics pollution
as an area for potential collaboration. These mechanisms may provide a practical
basis for future circular economy dialogue in the trade context.
A new EU Trade Strategy announced in February 2021 states that the “EU needs
to leverage its openness and engage its partners, notably the biggest emitters
and polluters, so that they contribute their fair share to climate change
mitigation”. In addition, in her Agenda for Europe25 indicating the political
direction of the European Commission for 2019-2024, Commission President
Ursula von der Leyen stated that “[t]rade is not an end in itself. It is a means to
deliver prosperity at home and to export our values across the world. I will ensure
that every new agreement concluded will have a dedicated sustainabledevelopment chapter and the highest standards of climate, environmental and
labour protection”. Whilst this gives a clear indication that the EU wishes to use
trade policy as a lever for achieving greater environmental sustainability globally,
most trade agreements are yet to be recast along these lines26.
EU autonomous measures in play: What about CBAM?
The EU is planning to introduce a Carbon Border Adjustment Mechanism (CBAM),
to impose carbon emission costs on imports of specific goods. The formal CBAM
proposal was published by the European Commission in July 2021. The
mechanism is due to be phased in from 2023, with full implementation from the

Roberts, G. (2018). China And EU sign Memorandum of Understanding on Circular Economy.
Resource. Link.
24
European Commission. (2019). EU and China step up their cooperation on environment, water and
circular economy. Link.
25
Von der Leyen, U. A Union that strives for more. Political guidelines for the next European
Commission 2019-2024. Link.
26
Voituriez, T. & Cremers, K. (2021). A cup of Trade-and-Environment Agreement - TEA? IDDRI. Link.
23
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start of 2026. The CBAM is intended to address the issue of ‘carbon leakage’ from
the EU, which happens when production occurs in countries with less ambitious
carbon emission policies than the EU’s. This means that overall global emissions
are not reduced, only relocated. The CBAM therefore aims to create a more level
playing field between domestic EU companies and importers from non-EU
countries, by including the cost of carbon emissions in certain imported products.
The CBAM is initially planned to apply to steel, iron, aluminium, cement, fertilizers
and electricity. It will factor in the cost of both direct emissions (from production
processes themselves) and indirect emissions (from the electricity consumed
during production processes). In practice, importers will have to make annual
declarations on the quantity of goods imported and their embedded emissions,
and purchase the corresponding number of digital certificates (one per tonne of
CO2 embedded in their imported goods, with the price linked to the EU’s Emission
Trading System (ETS)). In this way, the cost of their imports will increase in line
with their carbon intensity.27 Under the current proposal (which is yet to be
approved by the EU institutions), reporting of embedded emissions will start in
2023, but importers will not have to pay financial adjustments until the start of
2026. This is to allow for a predictable transition period during which EU and nonEU businesses and authorities can prepare for full implementation28.
Whilst the CBAM is primarily part of the EU’s climate policy, it does have a link to
circular economy. Since more circular production methods tend to reduce
embedded emissions, products produced in this way should be subject to lower
additional costs through the CBAM. It should be noted that the CBAM will not (at
least in its first phase) apply to the focus sectors of this case study (plastics and
textiles). Steel, iron and aluminium together account for only around 3% of the
total value of EU imports from China (about three quarters of which is iron and
steel, and around one quarter aluminium)29. China accounts for around 8% of the
EU’s iron and steel imports, and 9% of aluminium imports30, whilst its energy
structure remains dominated by fossil fuels, resulting in a high carbon footprint
of goods31. The CBAM could therefore provide an incentive, albeit a small one,
for further transformation and upgrading of Chinese energy infrastructure,

Taylor, K. (29 June 2021). LEAK: EU’s carbon border tariff to target steel, cement, power. EURACTIV.
Link.
28
European Commission. (2021). Carbon Border Adjustment Mechanism: Questions and Answers.
Link.
29
Jianjun Tu, K., Sartor, O. & Zhang-Class, R. (2021). EU-China Roundtable on Carbon Border
Adjustment Mechanism, Briefing of the first dialogue on 26 May 2021. Agora Energiewende. Link.
30
Gläser, A. & Caspar, O. (2021). Less confrontation, more cooperation: Increasing the acceptability
of the EU Carbon Border Adjustment in key trading partner countries. Germanwatch. Link.
31
Interview with Prof. Wen Zongguo, Tsinghua University
27
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research and development into low-carbon technologies, and more circular
products and production methods32, in particular in the sectors that will be
subject to the CBAM. Indeed the EU’s announcement of its intention to introduce
a CBAM led to discussions in China on enhancing the Chinese ETS 33. However,
European Commission vice-president Frans Timmermans, who is responsible for
the EU’s Green Deal, has indicated that if China can achieve its aim for emissions
to peak by 2025, and reforms its coal policies, it may not be necessary for the EU
to apply the CBAM to Chinese imports34. The impact of CBAM on EU-China trade
therefore remains uncertain for now.
It should be noted that in terms of promoting circular economy, improved
product standards, and requirements for importers to comply with them, may be
more effective than a CBAM, or may offer a useful complement to it. Product
standards can more directly ensure low-carbon, resource-efficient production,
and help to minimise negative environmental impacts from product use. They
also offer a much broader scope of application than the CBAM, and could
therefore be applied to the focus sectors of this case study, plastics and textiles,
to promote greater circularity of those products.35 Indeed in 2020, the Chinese
Recycling Association suggested that consideration was being given to the
development of Chinese national standards for secondary raw materials36.

2.2

EU-China bilateral trade
The EU and China are two of the dominant global forces in world trade. In 2020,
China was the leading global exporter of goods, responsible for 18% of exports,
and the second highest importer of goods, with 14% of imports globally (after
the US with 16.4%). The EU was the second highest global exporter (15.4%) and
third highest importer (13.4%)37. On average, between 2017 and 2021, EU imports
of goods from China grew by 10%, and exports of goods to China by 5.7%38.

Interview with Prof. Wen Zongguo, Tsinghua University
Gläser, A. & Caspar, O. (2021). Less confrontation, more cooperation: Increasing the acceptability
of the EU Carbon Border Adjustment in key trading partner countries. Germanwatch. Link.
34
Pickstone, S. (7 May 2021). Timmermans says he hopes not to use CBAM against China. END
Europe. Link.
35
Blot, E., Kettunen, M. & Charveriat, C. (2020). Making trade work for EU climate policy: Carbon
boder adjustment or product standards. IEEP. Link.
36
OECD. (2020). OECD workshop on international trade and circular economy – summary report,
p.16. Link.
37
European Commission. (2021). EU trade relations with China. Facts, figures and latest
developments. Link.
38
European Commission. (2021). European Union, trade in goods with China. Link.
32
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China is amongst the largest trading partners of the EU. Figure 1 presents EU
trade in goods with China expressed in billion euros, from 2011 to 2021. In 2021,
the EU exported 223.4 billion EUR of goods, making China the EU’s third largest
export partner with 10.2% of total exports (after the US with 18.3% and the UK
with 13%). The same year, the EU imported 472.7 billion EUR of Chinese goods,
making China the EU’s largest import partner with 22.4% of total imports
(followed by the US with 11% and Russia with 7.5%. These figures were a slight
increase from 202.8 billion EUR and 385.1 billion EUR respectively in 2020, likely
in line with a recovery in trade post-COVID.
In 2020, trade in services amounted to 46.9 billion EUR of EU exports to China and
31.1 billion EUR of EU imports from China, slightly down from 53.3 billion EUR
and 33.5 billion EUR respectively in 201939,40.
Figure 1: EU trade in goods with China, 2011-2021
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Source: European Commission. (2021). EU trade relations with China. Facts, figures and latest
developments. Link. Graph by authors.

Trade between the EU and China includes a range of sectors with circular
economy relevance. EU imports from China include both primary goods (raw
materials, food and drink, and energy) and value-added products (e.g. textiles,
electronics, machinery and vehicles, and other manufactured goods). In 2021,

Eurostat. (2022). China-EU – international trade in goods statistics. Link.
European Commission. (2021). EU trade relations with China. Facts, figures and latest
developments. Link.
39

40
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manufactured goods dominated both EU exports to China and imports from
China, at 86% and 98% respectively (with primary goods at 12% and 2%). Over
half of goods traded in both directions was machinery and vehicles, followed by
other manufactured goods, and chemicals. Twelve of the top 20 categories of
goods traded between the EU and China were machinery and vehicles (including
telecommunications equipment, data processing machines, electrical machinery
and motor vehicles), six other manufactured goods (including furniture, plastic
items and textiles), and two chemicals41.
China’s prominent role as an EU trade partner, including in trade relevant to the
development of circular economy, highlights the importance of future traderelated cooperation to ensure that imports to the EU meet future EU standards,
and vice versa42.
2.2.1 Plastics and plastic waste
During the 1990s, China became a major destination for shipments of waste, in
including processed plastic waste, providing a convenient option for preventing
the disposal (landfilling or incineration) of plastic waste in many countries43. In
recent years, however, the country has implemented policies to increasingly
restrict waste imports. In 2013, China introduced a requirement for lower levels
of contamination of imported plastic waste (the so-called “Green Fence”) to
improve the quality of plastic waste imports and tackle illegal shipments44. In its
first six months, this operation led to 800,000 tonnes of imported recyclable waste
or scrap being rejected on grounds of quality45,46.
Then from 2018, the country introduced a new “National Sword” policy,
permanently banning the import of non-industrial plastic waste47 and many other
recyclable waste materials. Prior to the 2018 ban, 95% of the plastics collected for
recycling in the EU were sold and shipped to Chinese processors; in the year after
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the ban, China’s plastics imports fell by 99%, and imports of mixed paper by a
third48.
From 1 January 2021, China has a ban on all materials that it classifies as “solid
waste”49. Although these bans are in place, as previously mentioned in Section
Error! Reference source not found. it is worth noting that this is not an
indication that no raw material or feedstock imports are needed; rather it is a sign
that low quality materials are no longer welcome. According to the Chinese
Recycling Association, legitimate trade in (quality) waste and scrap materials can
promote a resource efficient circular economy, with the challenges being to
create effective international import and export controls for both importing and
exporting countries, to discuss new international trade modes, and to promote
cooperation between businesses and industrial organisations in importing and
exporting countries50.
The EU’s CEAP, published in March 2020, is in part a response to the recent waste
import bans. It aims to encourage the EU to deal with its own waste at home
instead of exporting it to other countries, as well as to create sound markets for
secondary raw materials51. The Action Plan includes measures to promote
sustainable products in the EU, with a focus on sectors with significant circularity
potential, including plastics, textiles, electronics, packaging, batteries and
vehicles, construction and buildings and food. It also includes an ambition for the
EU to lead global efforts on circular economy.
For these reasons, the CEAP offers both challenges and opportunities for China
in terms of trade with the EU, in particular by placing legal requirements and
standards on certain products imported into the EU which Chinese manufacturers
and exporters will have to meet.
A recent study indicated that global trade in plastics is worth more than US$ 1
trillion per year, accounting for 5% of total trade in merchandise52. Fifty-six
percent of the trade volume is primary forms of plastics, final manufactured
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products 21%, intermediate forms 11%, intermediate manufactured goods 5%,
and plastic waste 2%53.
The EU (along with Saudi Arabia and South Korea) is one of the largest global
exporters of primary plastics, whilst China is the leading global importer of plastic
feedstocks and primary plastics, and the leading global exporter of both
intermediate and final manufactured plastic products54. China (together with the
US) is by far the EU’s largest trading partner for plastics and plastic items,
including plastic packaging materials (“Plastics and articles thereof”, HS category
3955). EU imports from China did decline sharply in February 2020, likely due to
Covid related lockdowns in both China and the EU and a fall in demand for plastic
items. However, after April 2020 imports increased again to roughly prepandemic levels56 - see Figure 2 below. This may also reflect increased imports of
single-use face masks and other personal protection equipment (PPE) from China,
which already produced 41% of global face masks in 2017 and expanded
production around 10-fold from January to April 202057. EU imports of Chinese
plastic goods amounted to 9.2 billion EUR in 2021.
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Figure 2: Plastic imports from China to EU, monthly: January 2019-March
2021

Source: UN Comtrade database, graph by authors

Exports of plastic waste from the EU (“Waste, parings and scrap, of plastics”, HS
category 3915) to Southeast Asian countries were already declining in 2019 prior
to the pandemic, as some countries including China stopped accepting imports
of EU plastic waste (see below). Figure 3 below shows the rapid decline in EU
exports of plastic waste to China, peaking at around US$ 750 million in 2014,
falling to just under US$ 27 million in 2018 and continuing to decline to just over
US$ 1 million in 2020.
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Figure 3: Annual plastic waste exports from EU to China, 2013-2020

Source: UN Comtrade database, graph by authors

The EU temporarily increased export of these materials to Turkey, Malaysia and
Indonesia, until a very significant fall in waste exports in January 2021, after new
EU rules on the export of hazardous hard to recycle plastic waste came into force
(with a total ban on exports to non-OECD countries and stricter controls on plastic
waste sent to OECD countries58). The long-term impact of these restrictions is yet
to be seen in the trade data.

2.3

Textiles

In March 2022, the EU adopted a Strategy for Sustainable and Circular Textiles59.
The Strategy aims to address the whole lifecycle of textiles, whilst recognising the
importance of textiles to the economy, promoting the competitiveness of the
sector, and increasing its resilience to global shocks. The has been developed in
response to the growing environmental impact of textiles, which have the fourth
highest environment and climate change impact (after food, housing and
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mobility), consume the third highest amount of water and land, and use the fifth
highest quantity of primary raw materials and greenhouse gas emissions.
By 2030, all textile products placed on the EU market should be durable,
repairable and recyclable, be made of recycled fibres “to a great extent”, be free
from hazardous substances, and be produced in a socially and environmentally
responsible way. Consumers should enjoy high quality, longer life textiles, tackling
the trend of “fast fashion”, and reuse and repair services should be widely
available, and profitable. Producers should also innovate, as well as taking
responsibility for their products along the whole value chain, including recycling
and minimising incineration and landfilling of textiles at the end of their life.
The Strategy lists a set of actions including: setting design requirements for
textiles (for durability, repairability and recyclability); introducing clearer
information on textiles and a digital product passport; ensuring businesses’ green
claims are accurate; tackling overproduction and overconsumption, and
discouraging the destruction of unsold or returned textiles; harmonising
Extended Producer Responsibility (EPR) rules for textiles in the EU and using other
economic incentives to promote sustainable products; addressing microplastics
release from synthetic textiles; publishing an action plan by the end of 2022 for
textiles actors to achieve the green and digital transitions; and addressing
challenges related to the export of waste textiles, including adopting an EU
Toolbox against counterfeiting by 2023.
Given its wide-ranging list of actions, the Strategy will have implications for
Chinese textile manufactures who wish to continue exporting to the EU. The
actions related to exports are also relevant in light of the Chinese ban on imports
of solid waste, which also applies to waste textiles60.
The EU imported over EUR 31 billion of textile products from China in 202061. EU
imports from China of “Apparel and clothing accessories, knitted or crocheted”
(HS category 61) and “Apparel and clothing accessories, not knitted or crocheted”
(HS category 62) declined sharply from January to May 2020, then rose again to
August 2020, since when they have mostly returned to pre-pandemic levels, with
seasonal variability62, as presented in Figure 4 below. EU exports of textiles to
China amount to only a fraction of the value of those from China to the EU,
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amounting to around EUR 2 billion in 202063. Although the global textiles market
was expected to shrink by 2.8% in 2020 compared to the previous year, forecasts64
and monthly trade data indicate that the sector has been recovering during 2021.
Figure 4: EU imports of textiles from China, monthly: January 2019-March
2021

Source: UN Comtrade database, graph by authors
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CIRCULAR ECONOMY IN CHINA
This section looks at a history of circular economy policies in China and the
current state of the China’s circular economy and supporting policies. Then this
section assesses specific opportunities and challenges in China’s shift to the
circular economy, shifting its assessment to different sectoral perspectives.

3.1

Domestic circular economy policies
China’s first steps towards circular economy were taken in the 1990s, when
academics proposed the concept as a way to continue to develop more
sustainably. In the early days the focus was on ‘reduce-reuse-recycle’ principles,
for example by improving waste management, pursuing industrial symbiosis (the
use of industrial by-products for useful purposes) and reducing emissions65. In
recent years, the Chinese government has demonstrated a high level of ambition
on circular economy policies, focusing in particular on tackling the causes of
environmental pollution, increasing resource efficiency, addressing product
design and promoting industrial ecology and new business models 66. Some key
policies are briefly discussed below.
The 2002 Second Global Facility Assembly first introduced the circular economy
concept onto the political agenda in China, stating that “only by following the
path of circular economy, based on an effective use of resources and
environmental protection, will it be possible to achieve sustainable
development”67.
The country’s Five-Year Plans since 2006 have progressively aimed to speed up
the circular economy transition. The 11th Five Year Plan (2006–10) placed
strategic importance on the practical development of the circular economy at the
level of individual businesses, industrial parks, and cities and regions, and led to
the Circular Economy Promotion Law (see below).
The Circular Economy Promotion Law entered into force on 1 January 2009 as one
of the first pieces of circular economy legislation in the world68. The Law was
introduced to facilitate the circular economy, raise the resource utilization rate,
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protect and improve the environment, and realise sustainable development 69. It
recognizes the promotion of circular economy as an “important strategy for the
national economic and social development” and requires the circular economy
concept to be promoted when feasible in technology and economic terms (Article
3). State industrial policies, national economic and social development plans,
environmental protection plans, and science/technology development plans
must promote circular economy (Article 6). People’s governments at or above the
county level are also required to promote circular economy development through
their planning, finance, investment and procurement activities (Article 8).
Businesses and public institutions are required to take measures to reduce
resource consumption and waste generation, and improve recycling and resource
recovery (Article 9). Citizens are encouraged to consume reasonably, save
resources, report activities that waste resources or damage the environment, and
offer opinions and suggestions on circular economy promotion (Article 10). Trade
associations, academia and social organisations are also encouraged to play a
role by providing technical guidance and services to promote circular economy
(Article 11).
The 12th Five Year Plan (2011–15) upgraded the circular economy to a national
development strategy, scaling up demonstration pilot projects and launching the
Immediate Action Plan of Circular Economy in 2013. The Cleaner Production
Promotion Law of the People's Republic of China (Amendment) came into effect
on 1 July 2012, requiring the promotion of cleaner production, improved resource
use efficiency, reduction and avoidance of pollutants, environmental protection
and improvement, protection of human health, and promotion of economic and
social development.
The 13th Five-Year Plan (2016–20) kept the circular economy and low-carbon
economy as key policy areas, introducing binding targets relevant to circular
economy, stressing the importance of an EPR framework, and proposing further
strengthening of municipal waste management and remanufacturing70.
In 2017, the EPR Promotion Scheme laid out producers’ role in resource
conservation and environmental protection, from design through to the waste
management phase; packaging was included as one the priority areas (together
with electronics, vehicles and lead-acid batteries). The 2017 Circular Development
Leading Action Plan highlights the opportunities that new digital solutions offer
for the circular economy, the potential to integrate circular economy principles in
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the product design phase, and the opportunities for new circular economy
business models. The first regulation and guideline on promotion of the sharing
economy was released in July 2017, highlighting the potential for sharing models
to improve resource efficiency and provide employment71.
In December 2018, the Work Plan for the Construction of Pilot “Zero-Waste Cities”
was issued, with aims to coordinate solid waste management in economic and
social development through a series of “zero-waste cities” pilots.
China has also been taking action to improve green supply chains and green
consumption policy. The government issued Guidance for Giving Full Play to the
Role of Environmental Protection to Promote Supply-side Structural Reform, the
Industrial Green Development Plan (2016-2020), Guidance for Developing the
Green Manufacturing Standard and System, and the Notice on Introducing the Pilot
Program of Supply Chain Innovation and Application. These policies have all aided
the promotion of green supply chain policies. In addition, eight government
departments, including the General Administration of Market Supervision, jointly
issued the Opinions on Implementing the Enterprise Standards “Front-runner”
System to implement a “front-runner” system in several areas, notably consumer
goods, manufacture of equipment, services for households and businesses, and
emerging industries.
According to the 14th Five-Year Plan (for 2021-25) in China, one of the main
objectives is to make new progress in “ecological civilization”, which includes a
green transformation of production and lifestyles, a significant improvement in
utilization efficiency, and the continuing reduction of the discharge of major
pollutants. Chapter 10 of the Plan deals specifically with the promotion of green
development, including promoting the comprehensive green transformation of
economic and social development. Actions mentioned include strengthening
legal and policy guarantees for green development, developing green finance,
supporting green technological innovation, promoting cleaner production,
promoting green transformation in key industries, and improving the efficiency
of resource utilization in a holistic way. All of these have the potential to support
greater circularity.
China is pursuing a strategy of ‘dual circulation’, with the aim of promoting two
parallel and mutually promoting economies: one domestic and one
international/external. The focus for the domestic economy will be on increased
consumption and efficiency, with the focus for the international economy on
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high-value products, with reduced trade in waste. On the demand side, growth
will focus on energy-saving industries, consumption-reducing products and
environmental governance services72. On the supply side, industry should evolve
to become more efficient and promote technological and institutional
innovation73.

3.2

Opportunities and challenges for circular economy
The above summary of policies shows why China has often been seen as a global
front runner on circular economy. This section briefly discusses some of the
opportunities and drivers for circular economy in China, as well as some of the
barriers or challenges that may hinder circular economy development.

3.2.1 Opportunities and drivers
Policies to date certainly appear to have achieved results. According to the
14th Five-Year Plan (see also below), in 2020 the output rate74 of major resources
such as fossil energy, ferrous and non-ferrous metals, limestone, phosphorus,
sulphur, wood and grain has increased by around 26% since 2015, energy
consumption per unit of Gross Domestic Product (GDP) has continued to drop
sharply, and water consumption per unit of GDP decreased by 28%. The solid
waste utilisation rate reached 56% in 2020, use of renewable resources has been
significantly enhanced (50% for construction waste), and recycled non-ferrous
metals accounted for around 23.5% of output of such metals in 2020. The China
Circular Economy Association has calculated that circular economy actions
contributed around 25% of China's emission reductions under the 13th Five-Year
Plan period75. These figures represent a recognition that resources are limited,
and resource recycling and circularity are important means of ensuring resource
security76.
As mentioned above, there is also a recognition that circular economy is a
means of achieving sustainable economic growth in parallel with higher
levels of environmental protection77, providing a coordinated development of
the economy, resources, environment and society78. This has been demonstrated
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by both domestic and foreign practice79, as acknowledged in the 14th Five-Year
Plan which states that “green and low-carbon circular development has become
a global consensus” and cites the United States, European Union and Japan as
having forged systematic action plans to accelerate circular economy
development and respond to global resource and environmental challenges.
As outlined above, China is an important supplier of goods to the EU, including
plastic and textile products. The ongoing implementation of the EU Circular
Economy Plan therefore provides a driver for China to further improve its policy
mechanism for green product design and to guide businesses to use
environmentally friendly raw materials in their production process, as well as to
further cultivate environmental awareness amongst citizens and promote a shift
to greener consumption patterns80.
In addition, China’s 14th Five-Year Plan notes that the development of circular
economy is an important way to deal with unilateralism and trade
protectionism81. In addition, the Covid-19 pandemic has impacted on global
industrial, value and supply chains, increasing the instability of international
resource supply and posing a major challenge to Chinese resource security (see
again the 14th Five-Year Plan). China's domestic demand for resources and energy
is expected to continue to grow, and considerable reliance on imports of oil, gas
and other key resources places great importance on improving resource
security82. Greater circularity, more efficient resource use and increased use of
renewable resources can all help to achieve this. Recycling of nine major
renewable resources (including scrap iron and steel, copper, aluminium, lead, zinc,
paper, plastic, rubber and glass) is intended to reach 450 million tons by 2025 and
510 million tons by 203083.
Increasing the circular credentials of products is also likely to facilitate access
to markets with high environmental standards.
There is also a growing public awareness of circular economy84. People
increasingly consciously carry out voluntary circular economic activities, such as
sorting waste and using recycled materials and products, as well as sharing their
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knowledge of circular economy with others, thereby helping to promote the
concept85.
One recent study86 has suggested that China’s cities offer a particular
opportunity for circularity, and that if development follows circular economy
principles, air and water quality would be improved, traffic congestion reduced,
and public health improved. For example, greenhouse gas emissions could be
reduced by 11% by 2030 (23% by 2040), fine particulate matter by 10% by 2030
(50% by 2040), and traffic congestion by 36% by 2030 (47% by 2040) 87. The
consumption of energy and materials would also be lowered, leading to a
reduction in China’s reliance on imported raw materials88.
3.2.2 Challenges and barriers
China’s existing circular economy policies have led to some successes, as outlined
above. However, the 14th Five-Year Plan recognises that there are still some
issues to be tackled. China is still highly dependent on imported resources.
Resource and energy use efficiency is still low. Mass production,
consumption and emissions have not yet been fundamentally reversed.
Additional development of circular economy is therefore needed to achieve
further progress.
The 14th Five-Year Plan notes several areas to be tackled. There are still high levels
of waste generation, together with a lack of high-quality and standardised
material recycling facilities. Recycling still tends to focus on relatively low-value
materials and/or those that are most easily recycled. For example, around 14.5
million tons of non-ferrous metals were recycled in 2020 (including 3.25 million
tons of copper, 7.4 million tons of aluminium and 2.4 million tons of lead) 89. In
addition, there are new challenges from newly emerging waste streams such as
batteries and photovoltaic modules, which are difficult to dismantle and recycle.
For example, rare metal sorting is currently insufficient, making it difficult for such
materials to be recycled at a reasonable enough cost, and to a high enough
quality, to meet the requirements for use in strategic emerging industries90. There
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is also no land guarantee for recycling facilities. The overall level of recycling and
circular use of materials therefore must be further improved.
Levels of energy consumption and water consumption per unit of GDP also
remain significantly higher than the global average; for example whilst China's
energy consumption per unit of GDP decreased by 13.2% during the 13th FiveYear Plan period, it is still around three times that of OECD countries and 1.5 times
the world average91.
Some observers have also noted that the rapid development of circularity
policies around the world means a further push is needed in China’s approach
to circular economy. China has not yet achieved the same level of policy
coherence on circular economy as some developed countries. Greater synergy
is needed between existing circular economy legislation, environmental reform
measures and other related policies, together with medium- and long-term
strategic planning to achieve carbon neutrality92.
This should include, for example: raising the level of ambition, moving beyond
traditional industrial strategies, promoting circular and access-based business
models (for example through new incentives and financial instruments), using
digital technology to support efficient resource and asset use, addressing
unsustainable consumption patterns including by promoting behavioural
change by consumers, improving administrative implementation and
addressing regulatory barriers, ensuring meaningful collaborations between
government and stakeholders and along full value chains, reducing transaction
and ownership costs, and maximising value retention93,94.
One example which could provide inspiration for future steps is the national
efforts in China to pursue vehicle manufacturing, which has grown significantly
over the past decade. This has been achieved thanks to a mix of financial
incentives (subsidies for collection and discounts on remanufactured parts),
development of industrial clusters (to promote information and best practice
exchange among businesses) and funding for technological advancement and
standards (e.g. the Smart Remanufacturing Action Plan (2018-2020) which
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provides funding for skills development and R&D, and introduced a quality
standard for remanufactured parts).95
The market for second-hand goods and products nevertheless remains underdeveloped, with a lack of standardization for pricing and trading, and a need for
improvements in after-sales service96. One example is electric vehicle batteries,
which vary significantly in materials and size and lack industry standards, making
it difficult to evaluate their residual value97 and therefore prolong their lifespan.
In addition, there are still considerable financial constraints in China with regards
to supporting the development of circular economy98. Whilst the World Bank has
suggested that China should increase its pollution control investment to above
2% of GDP, it has been estimated that current real financial investment in this area
is less than 1% of GDP99. This indicates that investment in environmental
protection and pollution control is still insufficient, which may have an impact on
the speed of the circular economy transition100.
Investments in circular economy are currently mainly in the form of financial
appropriations and bank loans, with a lack of more sophisticated financial
incentives for circularity101. With regards to taxation, the main incentives are tax
reductions and exemptions, with a lack of more flexible tax policies to encourage
businesses to become less polluting and reduce their consumption102. In addition,
apart from a small amount of funds in the budget to support environmental
protection and related fields and projects, there are no other flexible policy means
to encourage economic entities to develop circular economy103. The taxation
system also does not yet include a specific environmental protection tax, although
there are a series of relevant taxes on resources, vehicle use, urban construction
and maintenance, and urban land use104. These taxes however have a limited
environmental benefit. There is therefore scope for the Chinese Government to
increase its use of taxation for promoting environmental protection and
resource savings105.
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TRADE IN SUPPORT OF CIRCULAR ECONOMY
As discussed in the introduction, the plastics and textiles sectors have been
selected for this case study to illustrate how circular economy ambitions and EUChina trade can be mutually supportive. The sections below discuss the policy
context specific to those sectors.

4.1

Plastics
With regards to plastic specifically, China’s Ministry of Ecology and Environment
and National Development and Reform Commission issued Opinions on Further
Strengthening Plastic Pollution Control106 in 2020, and an Action Plan for Plastic
Pollution Control107 in 2021. These documents indicate several priorities for
improving the control of plastic pollution along the whole value chain:
•

The production, sale and use of some plastic products will be
banned/restricted, including ultra-thin plastic shopping bags, polyethylene
agricultural mulch film thinner than 0.01mm, disposable foam plastic
tableware and disposable plastic cotton swabs (all by the end of 2020), and
plastic microbeads in personal care products (production banned by the end
of 2020 and sale by the end of 2022).

•

The consumption of disposable or single-use plastic products should be
significantly reduced, and product substitution actively promoted (for
example cloth, paper and degradable plastic shopping bags). The full life cycle
resource and environmental impacts of alternatives such as bamboo, wood
and paper products, as well as degradable plastic products, will be assessed
in depth. The standards system will be improved, including issuing standards
for (bio)degradable plastics.

•

A system for the management of plastic products (production, circulation, use,
recycling and disposal) will be established by 2025 that effectively controls
plastic pollution. The classification, collection and recycling of plastic waste
will be strengthened. The proportion of plastic waste being reused or used for
energy should be greatly increased by 2022, and the construction of domestic
waste incineration facilities will be accelerated. The amount of plastic waste
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sent to landfill will be reduced, and concerted efforts will be made to clean up
plastic waste from rivers, lakes, coastlines, seas, rural and tourist areas. An
implementation plan will be formulated to control plastic pollution in the
Yangtze River Economic Belt.
In the formulation of recycling policies in the plastics industry, China will aim to
identify types of plastic with high consumption and low recycling rates, in order
to promote pollution control108. In addition, the country is actively guiding the
plastic recycling industry to develop in hubs, to improve economies of scale and
competitiveness109.
China does not currently have a specific mandatory requirement for the
proportion of recycled plastics used in products110. The EU, on the other hand, is
due to issue a proposal in 2022 to increase recycled content in plastic packaging,
as part of a revision of the Packaging and Packaging Waste Directive. Therefore,
if China wishes to export plastic packaging to the EU in the future, it may need to
demonstrate that it contains a certain amount of recycled content.
There are also important ongoing international initiatives that aim to contribute
to reducing plastic waste and promoting more sustainable plastic use. For
example, the World Trade Organization (WTO) has identified plastics pollution
and plastics trade as “one of the most pressing environmental issues that the
WTO is currently working on"111. Seventy-one WTO members, including both
China and the EU, are currently signed up work together through the Informal
Dialogue on Plastics Pollution and Environmentally Sustainable Plastics Trade
(IDP)112. The aim of the IDP is to understand the role trade policy can play in
addressing the global plastics challenge. This will include: looking at how to
precisely monitor plastic trade flows; identifying the impact of subsidies on
plastics pollution; investigating measures that could support markets for plastic
reprocessing and use of alternative materials; and exploring the role of standards
and regulations in promoting sustainable trade in plastics113. The work will be
focussed through three main work streams114:
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•

Crosscutting issues, including capacity building, technical assistance and
international cooperation, including on transparency of data;

•

Promoting trade to tackle plastic pollution, including aspects related to waste
management technologies, effective and sustainable plastic substitutes and
alternatives, and incentivising reuse and recycling of plastics; and

•

Circularity and reduction to tackle plastic pollution, including the role of traderelated cooperation in reducing unnecessary or harmful plastics and plastic
products, including internationally traded single-use plastics and packaging.

At the Fifth UN Environment Assembly (UNEA-5), held in Nairobi in March 2022,
175 countries agreed a resolution to begin negotiations to agree, by 2024, a
legally binding international agreement to end plastics pollution. An
International Negotiating Committee (INC) will begin work during the second half
of 2022. The aim of the binding agreement will be to address the full lifecycle of
plastic, “from source to the sea”, looking at the whole value chain from production
through disposal and reduction of plastic leakage to the environment. The
agreement is likely to include provisions on reporting of plastic pollution,
mechanisms to review the compliance of signatories, promotion of an enabling
environment for a new plastics economy, consideration of financing options (such
as debt, equity or guarantee financing for businesses, or mechanisms such as
EPR115.

4.2

Textiles
China is a leading textile producing country, occupying a crucial position in the
global textile industry value chain. In 2020, China’s total textile fibre processing
volume reached 58 million tons, accounting for more than 50% of the global total,
whilst chemical fibre production accounted for more than 70% of the global
total116.
Globally, the circularity of textiles currently remains very low, at only around 1%.
In China, according to the NRDC, around 20% of the 22 million tons of waste
textiles generated in 2020 were recycled, with around 1.5 million tons of recycled
fibre produced117, and the remainder of the waste incinerated or landfilled. Much
of the material reuse of clothing textiles focuses on downgrading the material
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into technical textiles for use in non-clothing applications, such as insulation
materials, rags or fillers, which reduces their value as well as making them difficult
to recycle after their useful life118. It has been estimated that the fashion industry
accounts for around 10% of global carbon emissions (more than all flights and
maritime shipping combined), and that replacing 1 kg of new clothing with reused
clothing can save 3.6 kg of CO2, 6,000 litres of water, 0.3 kg of chemical fertilizers
and 0.2 kg of insecticides119.
In March 2022, China’s National Development and Reform Commission, Ministry
of Commerce, and Ministry of Industry and Information Technology jointly issued
the Implementing opinions on accelerating the recycling of waste textiles120. The
aim of this policy is to create an industrial system for recycling of textiles, to
increase the rate of recycling. A basic recycling system for waste textiles will be
established by 2025, to increase recycling capacity. This should be adequate to
meet the stated 2025 recycling target of 25%, which is anticipated to result in the
production of 2 million tons of recycled fibre from waste textiles121. The recycling
system will then be further developed by 2030 to increase its capacity, and
awareness of textile recycling will be raised amongst both producers and
consumers. This should achieve a 30% recycling rate, leading to the production
of 3 million tons of recycled fibre from waste textiles122.
The policy also announces several supporting measures, including:
•

Encouraging textiles businesses to pursue green design for textiles, including
improving the ease of disassembly, classification and collection of waste
textiles;

•

Encouraging textile businesses to prioritise the use of green fibres (that take
environmental protection into account) and increase the use of recycled fibres;

•

Improving the collection and recycling network for waste textiles, including
increased installation of recycling boxes;
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•

Developing more channels for textile recycling, including via waste separation,
recycling via internet, and a specific pilot program to use end of life military,
police and school uniforms to aid the development of green design and use
of green fibres;

•

Improving enforcement of proper waste textile management, including
targeting illegal landfilling and burning;

•

Developing standards for recycling (including technical specifications and
requirements regarding epidemic prevention, cleaning and disinfecting of
waste clothing), classification and use of recycled textiles (including
certification and labelling);

•

Promoting markets for recycled textiles, for example for use in the
construction, automotive and agriculture sectors;

•

Strengthening research on key recycling technologies such as fibre
identification, classification, and separation of mixed materials; and

•

Strengthening policy support through supporting policies such as tax
incentives for waste textile businesses.

Other steps that could be taken to facilitate greater textiles circularity include: the
use of big data and blockchain to support recycling logistics; support for the work
of the Institute for Green Development of Waste Textiles; the provision of
subsidies for the recycling and reuse of waste textiles; and the inclusion of
environmentally friendly textiles in the Government procurement list123.
The significant potential for increased circularity of textiles not only represents a
domestic opportunity for China, but given the country’s importance in the global
textile value chain, it is also an important opportunity for the country to promote
global economic and cultural cooperation in this important economic sector124.

4.3

Key actors for circular economy
Interviews with knowledgeable stakeholders in China have identified that several
types of actors have a key role to play in developing and promoting circular
economy in the country. These include the Government, businesses, scientific
research institutions and the public.
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As outlined earlier in this chapter, the Chinese Government is explicitly
promoting circular economy through its policies. It is worth noting that the 2017
Circular Development Leading Action Plan was issued jointly by 14 government
ministries and bodies125, demonstrating a high level of commitment across the
Chinese Government to the circular economy transition126. It is seen as an
important means to pursue a new path for industrialisation, and an inevitable
requirement in the transition to a new mode of economic growth in the
country127. In summary, circular economy is seen by the Government as both a
challenge and an opportunity128.
The development of circular economy requires a profound change by businesses
in their industrial chains and modes of production and operation129. In the short
term, businesses’ production and operation costs will increase as they move away
from using non-renewable resources (including non-renewable energy)130.
However, this initial transition phase is important for the development of industry
benchmarks for circularity, and an opportunity for first movers to gain competitive
advantages for the future131. It is therefore crucial for businesses to follow the
policy signals set by the Government and actively participate in the establishment
and improvement of green supply chains, which will guide their future
development against the background of a circular economy132. In summary,
circular economy can be seen by businesses as challenging in the present, but
beneficial in the future133.
There are countless scientific research institutions working on the topic of
circular economy in China134. They have a key role to play in providing businesses
with the evidence, research and rationales to move towards circular economy135.
This can form the basis of businesses’ decisions on use of materials, in-house
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research and development activities, production and manufacturing. In addition,
scientific research provides a sound evidence base for the development of
Government policy and regulation on circular economy136. The work of scientific
research institutions can also contribute to educating the public137, helping them
to know how to act in support of the transition towards circular economy. In order
to carry out their role to the full, scientific research institutions require teachers
specialised in circular economy, high-quality students, and adequate funding for
research projects138. If they have this, they can play an important role in enhancing
effective circular economy collaboration between academia, businesses, the
Government and the public139.
Finally, the acceptance of the public is important in ensuring that circular
economy is successful in the long term – this highlights the importance of raising
public awareness of circular economy and relevant policies and products140.
Public acceptance will allow circular economy policies to achieve benefits to
society including reduction in per capita resource consumption, environmental
improvements, development of emerging green industries and associated job
creation141.
Trade policies offer the potential to support the circular economy transition142.
The international harmonisation of standards, for example on material content,
quality or use of secondary raw materials, is one tool to facilitate the transition143.
Whilst regional trade agreements (RTAs) can provide a means of setting bilateral
and regional commitments for circular economy, explicit circular economy
provisions are still limited to a small number of RTAs, notably three draft
agreements involving the EU144.
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CONCLUSIONS AND RECOMMENDATIONS
As discussed in the previous chapter, various policies exist in relation to
promoting sustainable plastics and textiles, both in China and in the EU. These
policies already provide a sound basis for environmental improvements in the
two sectors, as well as a foundation for the development of more sustainable
trade in these products between China and the EU.
Regarding plastics, there are similarities between China’s most recent policy
documents and EU plastic-related legislation and policy, including the EU Plastics
Strategy and the Single-Use Plastics Directive. These similarities include actions
to ban some plastic products (such as thin shopping bags, disposable tableware
and cutlery, plastic microbeads in personal care products), reduce consumption
of single-use plastics, promote alternatives to plastics, improve plastic recycling
infrastructure, and increase plastic recycling rates. One key difference is the lack,
so far, of a requirement for Chinese plastic products to contain a certain
proportion of recycled plastics in products, whereas the EU is moving to increase
recycled content in plastic packaging. Ongoing international initiatives including
the Informal Dialogue on Plastics Pollution and Environmentally Sustainable
Plastics Trade (IDP) and the negotiations for a legally binding international
agreement to end plastics pollution also offer important opportunities for the EU
and China to cooperate on tackling plastic pollution, including through trade
related means.
Similarly, concerning textiles, China and the EU are both in the process of
pursuing new policies to tackle the environmental impacts and circularity of the
sector. Both have stated the aim of increasing the recycling rate for textiles,
minimising the final disposal (such as landfilling) of waste textiles, pursuing
greener design of textile products, increasing the use of recycled fibres, exploring
the use of economic incentives for sustainable textile production, and promoting
consumers’ awareness to tackle the trend for “fast fashion”. In addition, the EU’s
intention to address the challenge of exported waste textiles, and the Chinese
ban on imports of textile waste, indicate a degree of alignment between the two
approaches, and the potential for a certain level of cooperation in the promotion
of greater circularity in the global textile economy.

5.1

Recommendations
For circular economy and trade policies to be mutually supportive, it is necessary
for complementary actions to be pursued at the national and international
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levels145. The following sections present several recommendations for
consideration by the EU and China on how to utilise trade policy to further
promote and maximise the potential of circular economy, along with
recommendations specific to the Chinese national context.
Trade policy recommendations
The 2018 Memorandum of Understanding on Circular Economy Cooperation
should provide a useful basis for dialogue and cooperation between the EU and
China on circular economy. It should be periodically renewed and updated to
reflect global trade and circular economy realities.
Circular economy provides a new way to promote international trade, based on
the efficient and environmentally-sound use of resources and the promotion of
green products and choices146. For a global circular economy to be developed,
circularity must be pursued not just within individual countries, but across
international boundaries. National or regional circular economy policies should
be non-discriminatory and should be designed in line with multilateral trade
rules, without being excessively restrictive147. This should allow a balance to be
struck between promoting national circular economy measures and enabling
trade.
China’s 14th Five-Year Plan states the aim to build “a new development pattern
with domestic big circulation as the mainstay and domestic and international
circulations promoting each other”. Since circular economy is an increasingly
common approach amongst the world’s major economies, trade should be
facilitated when trading partners follow similar policy paths to promoting the
circularity of products.
A recent review of EU trade policy148 acknowledged the importance of the EUChina trade and investment relationship, whilst recognising that it also poses
challenges. The EU affirmed that its policy in this regard is based on active
bilateral and multilateral level engagement, and on “the parallel development and
implementation of autonomous instruments necessary to protect the EU’s
essential interests and values – in full compliance with its international
commitments”. The stated aim is to pursue a fair, rules-based economic
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relationship with China, with the political conclusion of the CAI negotiations
(which is yet to be ratified) cited as an example of this commitment. The EU states
that it will continue to encourage China to assume greater international trade
obligations, and to discuss issues related to market access, level playing field
commitments and sustainable development.
The range of international treaties and regional and national environmental
standards indicate the importance of environmental issues on a global scale.
These instruments naturally have an impact on global trade, as traded products
must meet certain standards to be imported and exported in specific countries.
Trade agreements therefore offer significant potential to promote circular
production and products.
The development of standards in other countries is seen by some as a barrier to
Chinese exports, since meeting those standards can incur additional costs and
risks for producers149. Nevertheless, standards in other countries can also act as a
driver for the further development of circular economy in China, to enable the
promotion of the steady development of international trade and circular
economy150. National and regional circular economy related standards, for
example related to material content, recyclability, reparability, sustainable
production, material quality, product quality or waste definitions, should be made
in accordance with WTO rules (e.g. with regards to transparency and timely
notification) 151. In addition, in order to facilitate trade, they should be
harmonised or aligned with international standards to the extent possible, or
mutually recognised between countries152. Multilateral frameworks such as the
Basel Convention, WTO, OECD, or RTAs, can all provide mechanisms for
international cooperation of this kind153.
Domestic policy recommendations
Several recommendations are presented below for consideration within the
Chinese domestic circular economy policy framework, to further promote the
concept and maximise its potential.
With regard to economic and fiscal policy, the Chinese Government should
consider adopting financial and tax policies that adjust pricing in line with circular
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economy objectives, to more explicitly incentivise circular practices and
products154. One existing example is the subsidies provided to businesses to
collect used vehicles and component parts for remanufacturing155, which could
be replicated for the collection of other products or materials. Consideration
should also be given to establishing a national green development fund, to help
promote the implementation of circular economy related projects156.
The launch of new green financial products and tools such as carbon bonds,
carbon funds, and carbon trading markets would also help to support investment
and financing for the development of low-carbon and circular technologies,
promoting energy conservation, environmental protection, cleaner production,
and recycling157. These policies could usefully be supported by the establishment
of green national accounts158, which would allow environmental costs to be better
factored in to the economic and financial policy.
The infrastructure for high-quality recycling should be improved159. This
should involve the coherent planning and construction of infrastructure for the
dismantling and recycling of post-use products and materials, and the use of the
materials obtained from these processes, together with centralised systems for
the classification and collection of urban wastes (e.g. scrap metals, plastics, paper,
tires, mobile phones and batteries), to encourage the development of businesses
in the sector160. Markets and standards should be established to promote and
expand the use of secondary raw materials and second-hand goods and to help
consumers have confidence in the quality of such products (for example vehicles,
home appliances and mobile phones)161. Indeed a quality standard has already
been developed for remanufactured vehicle parts162; this could be taken as
inspiration for similar standards for other products.
Concerning industrial and technology policy, scientific and technological
innovation should be strengthened163, and existing industries should move
towards circular modes of production and circular products, reduced resource
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and energy consumption, and reduced pollution impacts164. There is significant
potential for the development of specialised green or environmental protection
industries and technologies within China165. Such steps would be beneficial both
domestically (to reduce the environmental impact of economic activities) and in
trade terms (to increase the competitiveness of China in the environmental
industry sector). These actions should be appropriately supported by the
Government, for example through support for research and development
activities166 or support for the development of industrial clusters to promote
information and best practice exchange among businesses, as in the case of
vehicle remanufacturing167.
With regard to consumption-related policy, green consumption should be
advocated and guidance given to consumers and businesses to guide their
consumption towards more sustainable choices168. Further use should be made
of information technologies such as the Internet of Things, big data, artificial
intelligence and blockchain, in support of more sustainable products and
consumption169. One existing example which could provide inspiration is the
UNECE and UN/CEFACT project170 to develop an international framework
initiative to improve transparency and traceability in support of sustainable value
chains for garments and footwear. The project, running from 2019-2022, is
bringing stakeholders together to build capacity and develop traceability
standards, as well as launching "The Sustainability Pledge" through which
governments, garment and footwear manufacturers can pledge to apply a toolkit
of sustainability measures.
In addition, there is a need for awareness-raising and education on
environmental protection, to inform and empower individuals to take
responsibility for saving resources and protecting the environment171. Better
protection for the rights of purchasers and consumers172 could also play an
important part in providing reassurance to consumers to make more sustainable
choices.
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There are also potential improvements to be made to the legal system in relation
to guaranteeing environmental protection. One key area would be to clarify
environmental property rights173, to ensure clear rules and responsibilities on the
theoretical and legal ownership and use of resources. This would help to improve
environmental accountability, and if appropriately designed should also act as a
driver for greater resource circularity.
Such domestic measures would not only help China to take further steps towards
greater circularity nationally, but would also contribute to further aligning Chinese
policy and products with comparable international policy and standards for
circularity. In this way, adjustments to national policy can help to facilitate trade
in circular products between China and the EU, and to mutually reinforce a more
circular economy in both parts of the world.
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