China and ASEAN navigate challenges and opportunities in EU carbon border adjustment debate
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China has publicly criticised the European Union’s Carbon Border Adjustment Mechanism (CBAM), labelling it a disguised tariff that violates World Trade Organisation (WTO) regulations. According to an analysis published in The Jakarta Post by scholars Phar Kim Beng and Yu-wai Vic Li, China’s public stance belies its concurrent strategic moves to align with evolving global carbon pricing frameworks.
Despite vocal opposition to the EU’s CBAM, which aims to tax imports based on their carbon emissions to prevent “carbon leakage,” China is actively expanding its national emissions trading scheme (ETS). In 2024, China's ETS covered over 40 per cent of national emissions, targeting major industrial sectors such as power generation, steel, and cement production. This expansion corresponds with China’s growing dominance in global green technologies, including electric vehicles and solar panel manufacturing, positioning the country to benefit from decarbonisation trends worldwide.
In contrast, countries within the Association of Southeast Asian Nations (ASEAN) have demonstrated a more varied response to the CBAM and related climate trade measures. Singapore and Vietnam have signed free trade agreements (FTAs) with the European Union, while Indonesia is currently negotiating an FTA with Brussels. These ASEAN members recognise the importance of the EU market, which remains a significant export destination for goods such as electronics, rubber, and palm oil.
However, these nations face challenges with the implementation of the CBAM, particularly for micro, small, and medium-sized enterprises (MSMEs) that often lack the resources necessary to measure and reduce their carbon footprints. Malaysia and Thailand have expressed concerns regarding the fairness and timing of the carbon border tax, cautioning it risks becoming a non-tariff barrier framed under sustainability while disproportionately affecting less developed economies with limited technological capacity.
Central to the discussion is the role of carbon credits, which operate as market-based instruments to price emissions. While the principle suggests that polluters pay and sustainable actors are incentivised, the reality involves complex disparities—especially among developing countries struggling to gain recognition for carbon offsets under Western regulatory frameworks.
The authors highlight that the EU’s extraterritorial economic policies risk reinforcing a hierarchical global order, whereby wealthier nations set regulations that poorer countries must accommodate, incurring significant adjustment costs. ASEAN countries face a strategic choice: either remain in a reactive posture or engage proactively to shape equitable standards, financing mechanisms, and realistic compliance timelines.
Phar Kim Beng, professor of ASEAN Studies at the International Islamic University Malaysia, and Yu-wai Vic Li, lecturer in East Asian Studies at the University of Sheffield, argue that finalising a comprehensive ASEAN-EU free trade agreement could provide the necessary institutional framework to manage climate-related trade measures effectively. 
Such a deal would facilitate harmonised environmental standards appropriate to different development stages, technical support for carbon auditing and compliance, mutual recognition of emissions reporting, capacity building, green finance facilitation, and a joint dispute resolution mechanism for climate trade issues.
Moreover, this inter-regional FTA would create economic and diplomatic resilience against unpredictable US trade policies. The article references previous US tariffs, such as those imposed on China during the Trump administration, which reached rates as high as 245 per cent on certain goods, alongside threats to allies including Japan, South Korea, and some ASEAN countries.
Given these factors, the authors contend that recognising ASEAN as a key partner in defining fair, multilateral climate trade standards is crucial. A strengthened EU-ASEAN partnership could also promote cooperation in emerging sectors like green hydrogen, clean steel production, and digital trade.
Trade between ASEAN and the EU is already significant, representing over 15 per cent of global trade combined, and is forecasted to grow annually by 3.5 to 5 per cent, potentially increasing in volume by 69 per cent by 2031, according to a 2023 Boston Consulting Group study.
The EU’s Green Deal articulates an ambitious vision for climate action. However, without the legitimacy conferred through multilateral negotiation and sensitivity to developmental disparities, it risks exacerbating geopolitical tensions. China and ASEAN, while supportive of climate initiatives, emphasise the need for a transition that balances environmental goals with equity and respect for differing capacities.
By advancing an inclusive EU-ASEAN free trade agreement, the two regions could transform potential conflict over climate-related trade measures into cooperative frameworks, addressing protectionism, regulatory nationalism, and climate change challenges as part of an integrated strategy. The completion of this agreement is positioned as a strategic imperative amid an increasingly complex global economic and political landscape.
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