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China could avoid CO2 emissions
nearly equal to EU's entire steel
sector by meeting 2025 green steel
goals

Scrap import reforms and increased provincial oversight offer two
viable strategic resets.

BEIJING, 22 July 2025 - China is at risk of falling short of its 2025 green steel target, which could result
in more than 160 million tonnes (Mt) of additional CO, emissions, nearly equivalent to the entire EU
steel sector's footprint. That’s according to the latest biannual steel industry report from the Centre for
Research on Energy and Clean Air (CREA). Setin 2022, the 15% electric arc furnace (EAF) steel share
target aimed at reducing the emissions of the country's second-largest carbon-emitting industry -
however, the actual EAF steel share has stalled at around 10%.

While production at carbon-intensive blast furnaces (BF) has edged up, EAF mills have seen further
declines in activity in the past three and a half years. From 2021 to the first half of 2025, BF capacity
utilisation rose from 85.6% to 88.6%, while EAF utilisation fell from 58.9% to just 48.6%. Despite policy
support, EAF producers face high power costs, unstable scrap supply, and growing losses, causing
many to halt operations and one to go bankrupt by mid-2025.

China’s continued reliance on the blast furnace-basic oxygen furnace (BF-BOF) route versus EAF
scrap-based steelmaking puts it significantly behind global peers. Worldwide, the average EAF steel
share is close to 30%. Among major steel-producing countries, the shares are 71.8% in the United
States, 58.8% in India, and 26.2% in Japan as of 2024. Overcapacity in BF-BOF steelmaking continues
to depress prices and crowd out EAF from gaining momentum.
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If China strengthens its determination to meet its 15% EAF steel target by the end of 2025, it could cut CO,
emissions by as much as 160 Mt. But doing so demands an urgent course correction in the second half of
the year. This would involve raising EAF capacity utilisation to at least 70% and capping total crude steel
output at 950 Mt. In practice, this means reducing BF-BOF production by over 90 Mt from 2024 levels, a 10%
year-on-year cut.

Beyond significantly reducing emissions, such a shift would also help alleviate the Chinese steel
sector’s glut and reduce reliance on exports to absorb excess supply, two pressures that increasingly
weigh on both domestic policy and international trade relations. With the 2025 deadline approaching,
the window for a strategic reset is rapidly narrowing.

Scrap imports reform and increased provincial oversight: two viable strategic resets

Scrap steel—once seen as a low-end recycled material—is now emerging as a strategic green resource,
scrap playing a critical role in enabling low-carbon steel via EAF. Yet despite its rising importance, EAF
steelmaking remains unprofitable amid weak domestic demand and overcapacity in blast furnace
production. International scrap prices stayed above domestic levels throughout 2024, and scrap
imports halved as a result.

In June 2025, China issued a landmark policy removing restrictions on mixed shipments of imported
scrap and revising national standards for recycled steel feedstock. While this marked a major step
forward, the timing may limit its short-term impact. Without a recovery in steel margins — and without
complementary measures such as cutting BF-BOF output and raising EAF utilisation — the policy
alone is unlikely to drive a rebound in scrap imports.

Lack of sub-national compliance with industrial policies also presents a problem to solve - amid a
national decline in China’s crude steel output, ten provinces still saw year-on-year output increasesin
the first half of 2025. Past experience, from the 2015-2016 capacity reduction campaign, shows that
many reported cuts involved long-idled or “ineffective” assets. Other irregularities included
unapproved plant construction, swapping non-compliant facilities into replacement schemes, and
underreporting actual capacity. Without stronger enforcement at the provincial level, structural
overcapacity will continue to weaken China’s steel transition.

China needs to reset its green steel strategy in the following ways:

e Reduce coal-based blast furnace-basic oxygen furnace (BF-BOF) production by at least 90 Mt
(or a 10% year-on-year reduction) in 2025, and increase EAF capacity utilisation to 70%, which
would increase EAF steel by about 40 Mt and save CO, emissions simultaneously.

e Improve conditions for scrap imports to ease short-term supply gaps, and treat scrap as a
national strategic resource.



Strengthen sub-national enforcement of national capacity and output limitations by policy tools such
as linking compliance to fiscal incentives.

‘Time is tight, but a well-timed strategic shift for China’s green steel targets is still within reach by the
end of this year. Recent signals around renewing efforts to curb outdated capacity and promote
consolidation in the steel sector show that the central government is serious about tackling the glut.
Early signs of production cuts in key regions like Tangshan and Shanxi offer a window of hope: with
coordinated reforms, China could still move closer to its 2025 green steel target and ease the mounting
diplomatic and trade pressures surrounding its steel sector,” said Xinyi Shen, Researcher at CREA and
lead author of the report.

‘Mounting trade frictions show that China can no longer rely on exports to offset domestic steel
oversupply. Not only Western countries but also emerging economies such as Vietnam, Indonesia, and
Brazil that had previously welcomed Chinese steel are becoming more protectionist to shield local
producers. A credible strategy to curb emission-intensive production and rein in excess capacity would
not only tackle the sector’s structural issues but also ease global tensions and open the door for deeper
international cooperation on green industrial transformation,’ said Belinda Schaepe, China Policy
Analyst at CREA and co-author of the report.
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Note to editors

Our earlier biannual China steel analyses are available here.
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About CREA

The Centre for Research on Energy and Clean Air (CREA) is an independent research organisation
focused on revealing the trends, causes, and health impacts, as well as the solutions to air pollution.
We use scientific data, research and evidence to support the efforts of governments, companies and
campaigning organisations worldwide in their efforts to move towards clean energy and clean air.
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