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Numerous Policy Initiatives in Past 10 Years

Compliance

Policy or Target J Brief description
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Broad goals
— Eleventh FYP Energy 2006-2010 Required 20% reduction in energy intensity at the national
— }%L E ]\;7;‘ intensity target - level, with intensity targets assigned to individual provinces.
By 2015, non-fossil energy share of total primary energy
« . ’9 Twelfth FYP Energy consumption to reach 11.4%, the per-unit GDP energy
+ £ ;Em 2011-2015 consumption to be reduced by 16% compared to 2010, carbon

{Z[J ok i}? gi }# 2006 20 1 0 _E‘ ?j_’\ EU% Eﬁ j:% lI:EI T i‘ ,ijDP ﬁlé ensiy arget dBioxide_ emijs]sio;ls per1 unit_of(l}?iP tolbe reduced by 17%.h. -
- t t tegy,
e PRAR FEFEA20% /2 4 1 B bR has orgatized the implementation of he "hree Tvers, hree

- . lakes" pollution prevention, project of returning farmland to
E */T\‘ Sustainable Development 1992 forests and grasslands, the major project of natural forest

N tion, i tal tecti d
F20154, ARAb ARG b — e | cumeaion,_coviounenal prcoion o
e URREVRI 9% EL B 1L $111.4%, coordnaed. e development view, promotng he
_— Sz Y i et d le' 11 devel t i
S IR $‘ 'fj Ij\] EIE }—“_E /é\ ,Tﬁ ﬁ‘% Y)E Y‘ﬁ ﬁ Scientific Development 2003 :zggsdr:ln(&::e S\?vci:ﬁ 3:]1: noverael(l)pufbsanoziza rurafvge(\)'g?;;?ne;?,
“XA[J He ﬁ g% }E 201 1—201 5 szo 1 Oﬂi %1& 1 6% %’fj View regional development and economic and social development.
’

Enhancing harmonious development between man and

nature, domestic development and opening to the outside

ERAY P A A SRR HE i L

Developing recycling economy, protecting the ecological

20 1 Oﬁz l}%{& 1 7% gﬁ::;ﬁ?g;::t and environment, accelerating the construction of

Environmentally-Friendly 2005 resource-saving, environment-friendly society, promoting a

E2WIAY =4 . coordinated development of the economy and population,

;I%‘ m‘ %% éj: k % _[E ﬁ 'f/lz y\j %‘( Society resources and environment.
E‘ A\ ==Y o Made specific strategic plan to promote reform, the protection
% IJJ_jZ EH% ’ %é% éﬂ é/l:{ %}j‘ﬁ T of the ecological environment system to speed up the

Construction of

— — Nt N N N P 2013 ecological civilization system construction, the construction
ﬂf#?ijx_\@ 1992 “:‘ /ﬂ‘ N . :_‘H{E]‘E ” {‘5‘ gli‘l: Izjj_ {/éj : j& Ecological Civilization gz::?r;ﬁj::l‘;;:iifl}i::tion of the road map and time table has
PHEMGEE, RV | oo
j:)i‘ % H: i%ﬁ 'f% j:}i' }FD él:_: %& E ‘L& E . Cle_arly de_ﬁning energy conservatio:_-l as !he basic na'tional
Clean Production Law Oct.28, 2007 policy, setting up the strategy of “National implementation of
j( I %1:':'3 conservation and energy development”.

Putting the development and utilization of renewable energy
as priority areas of energy development, taking corresponding

I ) > V2 Renewable Energy Law Oct 26,2009 measures and promoting the establishment and development
% $$ U‘ }\ j‘j j_( ’ W AL é E N oftl::;enewable enerlg market ' v
N ~
nIN 5] éfh A ;(I‘I Water pollution control policies
Tj] Jj “ jf j: E/J ﬁﬁ Jh ,\ 1}% ) By the end of 2010, the state ha§ promulgfxlegl more than 80
1&23:7;]( }:I: o *D j\ B{]éﬁl‘k% , Law on Prevention and Feb28. 2008 pieces of local laws and regulations, provincial government

Control of Water regulations and regulatory documents more than 700 pieces.
> ol ﬁ‘ o Pollution Its scope includes the management of water resources, river
%’ﬁ /Ef;\ é}ﬁ % :[;Jk) g E A} é}ﬁ # IZ. basin and water environment protection, etc.
Air pollution control policies
:bl ~ y % YA A :P Z
jzji% N ’}E =L {% $i = @ N Law on the Prevention The basic law for the prevention and control of atmospheric

and Control of Sep.1, 2000

é}ﬁ % }\ 5 E ?\)“S *n )LbEh E % N é}i Atmospheric Pollution pollution areas.

Ecological protection policies

% V‘] 7/% JE RN XS 4 I‘ FF ﬁjl ) National Biological

Species Resources Clearing utilization of biological species and resources

ﬁ‘_{ , j’%i&&%ﬁ:n E% Protection and Utilization Dee.10,2007 protection in key area, putting forward strategic tasks.
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Green transition has achieved progress
( CO2 intensity of GDP)
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Some other indicators
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But challenges are huge =
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Main Problems




1. &S Eta K
The structure of economic growth

HAX10FRE R HB ARG ERNEEREC— |, &
MO B REIRHFE.

Imbalance in investment-consumption structure in the past 10
years is one of the major causes of worsening air pollution, leading
to excessive and wasteful energy consumption.

HERE N AR EeER , BEEIEEA.
Over-investment, then over-capacity, played important roles in
environment worsening in particular in past two periods of over-
heated growth.

ZFELRFRRETENRELT  MARRREK,
The green transition to great extent is the transition of economic
growth pattern, not just slowdown of growth.
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Too little market-based economic policies

INGEREMPITAS |, B SRS,
Lack of effective enforcement of environmental laws and
regulations, with high costs on supervision and enforcement.

B £ 2B TR RS RINR S ZYAR |, B DisFmigtiaht.
The government relied too much on administrative controls and too
little on economic policy measures which affect behavior via the
market.

MBREHE | FRERERSINERIFT A | NEERAELEERYAL
FISZIRER AN AKEE T IRERIFAI1 T,

The price system has been distorted without reflecting the difference
between social costs and private costs, and cannot provide strong
incentives and constraints on companies and individuals to take
right actions for environment protection.




3. IRZBMRIT/RABER

Lack of “demand side policies”

« REEGRRAI BERRBIREEXRA THEHEER , A ™
SRR RFINMERF FFTRETR.
Policies for clean and renewable energy development focused on
supply-side, overlooking the need to expand market and accelerate
the uses of these energies.

- FEERAEBERRKESINMHRNGERETE  EEAREEER
FROHERZ—,
China has become the largest producer of renewable energy
equipment and materials, but is one of smallest users of clean
energy, measured by its share in total energy consumption.




4. gEREREEET

Low energy efficiency

- BRI S BURHE SRR RIS TR AFE e A U=,
State companies and local governments are not quite sensitive to
economic incentives for the energy efficiency improvement.

+  RZBEIRZ ZAEIFIS I T RER B R AE.
Lack of “cap and trade” mechanism and other regulations for
encouraging energy saving.
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Lack of participation of many relevant players

BURFSEB JERZ 1 | TS EEATER ) SR ESINRRI A R BR.
Environmental goals often lost in division of labor among
government departments, although economic ministries are highly
relevant with the pollution.

SR ARERIFLAEEEEE(FR | FIE AL IG5 AREE
=it

Some sectors, such as financial sector, which do not directly pollute
but actually play critical roles in reallocating resources, should take
the responsibility in preventing pollution.

RSB RERRARERZ .
Still lack of consciousness of environmental responsibilities among
all individual industries, companies and consumers.
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Historical Opportunity for Green Transition

REFARESH  EFEESEREMRAIGEZRERIEEX
FSEHIE,

Despite all problems and challenges, China is facing good
opportunities to achieve great steps forward in green transition in
next stage of development.

— SRIFEFETREUAKIRS T AR SH™EMANAR,
Recent worsening in air pollution greatly raised the public
awareness about the seriousness of the problems and the need

for changes.

— W BT R | EEREE AR,
With further growth of urban middle class, the demand for better
environment is rising.
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Historical Opportunity for Green Transition

- PERALEEHCERVIEEZR,
There are great deal of experiences and lessons China can learn
from other countries, developed or developing.

- FPEBFREL T #—SHEDNRGISENSIEE | BRYEER
ISETRIRAIRN.

The Leadership has promised to push forward a new around
institutional reforms, many of which can have positive impacts on
the environment and ecological balance.




- WREFFREUERRNGEEIFE L REEE | PETERELOFLLE
BREERNUFES7HEARGEK | FHERIEIKRSZIPRIE.

If the government could incorporate right policies aiming at structural
changes and green development, China could be able to continue its
7% GDP growth in the next years with significant improvement in
environmental conditions.

~-HERIVERERBRE | fEr-EREANEK | IMRRATIREL
BRI R A FANIEFHEIKIEL TN | {EHZBEE,

Smaller share of investment in GDP may even produce stronger GDP
growth if the remaining investment is directed to green technology and
infrastructure, and if consumption is oriented towards environmentally
friendly goods and services.
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Main Policy Recommendations
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Main Policy Recommendations

1. NELETFEH , BBITERE
Improve economic structure with less and better targeted
investment

< ARAHBEZE N BT BEREEM SRR H 2 - 1R R il A SRS
Sy, AMIHDEID B BRI N IS B RERH B R S5
Within China’s reform program, government should prioritize institutional
reforms and policy adjustments to rebalance China’s economic structure, and
focuses on reducing tendency to over-invest to reduce excessive energy
consumption and air pollution.

v TNENBTEEE—RFINEMBEEE , OEVEMSHE I3E. KEK
NDEAITSRBIRRS, B TBRSISESE , T e BURTERee
E:E%; DB ER | IMINAHRSITIHSRES L | LMEHIRER - HEREEE
> /1*]_-0

Policy adjustments are needed in structural rebalance: fiscal and financial
reforms, improvement in income distribution and social safety net. A
transformation in government functions is required to reform financial and
administrative systems: reducing government investment, and increasing public
service and social security spending.

4
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Main Policy Recommendations

2. B, S FiT

Promote a shift in resource use via green taxation and market-
based instruments

XA A RS AR MM SRIR RN , FHEERMERER LIRS
K, AR ERREE S RS ™ BRI AT EE SO S I H ZR SR SR

A higher resource tax should be imposed on fossil fuels, including coal, as well
as environmental taxes on electricity and automobile consumption in cities
which face severe air pollution.

3 BEWRAN “FHRBHFE"  BIFYBHEER

Stimulate demand for clean tech via targeted policies

F R NHE KRS BUREERIS Se6 AN BERSR. BHRIRIBERERR
RS | MR BEs R R ER S 2 mERT=aadRl. REEKS
RUBCRIERE | iR ANGEE 9 MEHERE | FRRRFTEEIRAMIEE |, BIfE
'f‘tE 1%*45%*%/@\%&2 03 Oﬁi&_i;ﬁﬁ’}\ 5%

Government should maintain and reinforce demand-side policies to support
renewable energy industry. Clearer demand-side policies should be applied
more broadly, to expand all green technology markets and help address
overcapacity in green industries. % 8\
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Main Policy Recommendations
4. E R EE IR R EETI IR B ittt

Green urbanization policies

EIR U AR EE R ARG E M/ S REREE, RAEB=
PR  NEESH TR TREERANE | FHEXI T INE A R AR
EAE |, BOFARESR |, BalReE2030FERIfR{FRSRHZRIZ(KLZI5%-12%,
Efficient cities and green buildings are critical to manage energy consumption
and reduce pollution. Scenarios by TF suggest, fully enforcing compulsory
building standards for energy efficiency and expanding inter-city and urban rail
transport could lower energy consumption by about 5-12% around 2030.

5. HREBEH

Financial sector reforms to catalyze Green Transition

ERGE TR ERBUR , SHTEI ZHNE | FERMARIRENSEEE, &%
MEYESRAMEERENAFIETE BT RESHEMIIREES "R~
A" MRS ZATIL,

Financial institutions should incorporate environmental factors in profit
calculations, and allocation of financial resources should avoid polluting
activities and creating opportunities for green growth.
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Main Policy Recommendations

6. XTIt AEEIREE T o EfE R
Stringent caps on fossil fuel consumption

ZIHasEIRE SR EREEGRIEM |, KT "2ERERTREH" | FSLT
Xy ECE,

In addition to intensity control, adopt “National Quantity Target Control” on
energy consumption, with “quota allocation” for regions and main
industries/companies.

B FSTHAIR SRR T I SRR IBIE 151G |, BI20305E81f5 , (ARER.
RN EE S IWINHEER TS REE,

If we can implement all policies suggested above, China may achieve significant
progress in Green Transition by 2030 and onward.
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Main Policy Recommendations

#fait | LA EBCRIaHEANRERRESLIN , Bl A RIRESCHLA REE
Rl "=25E" Bix . — , 2020Fpjan BAERRIBIERTEMS
BelRmnte ; — , 2025F R Mt ORI ES TILARER , =, &
2030-2040F ELARERIHFBIAZIEE , AARSLINAARTERFT

( 202052 R S HRERRP A I HRYHERIAZIEE ) .

Combining all the policy efforts we suggested above, it is possible
we achieve the goals as following “three-steps”: 1) Renewable
energy should grow faster than other energy sources by 2020; 2)
non-fossil energy could grow faster than fossil fuels by 2025; 3)
Fossil energy consumption could peak around 2030-2040s and
then decline in absolute terms (the “dirty fossil energy consumption
peaks before 2020, but afterward, natural gas continues to
increase until 2040).
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Combined effect of Green Transition Policies on fossil energy demand (10000 SCE)
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Combined effect of Green Transition Policies on CO2 Emissions (10000 tons)
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