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Executive Summary

Since year 2001 when China entered WTO, “Made in China” has enjoyed a golden development time for more than a
decade. However, nowadays its competitiveness is more and more under challenge. Traditional manufactures have been
hampered by rising of labor cost, energy price, and dumping competitions. Energy and pollution intensive industries
have expanded their production capacity far beyond demand, which is facing both market and government pressure to

phase out excessive production capacity.

In year 2013, the total industrial energy consumption has reached 2.2 billion coal-equivalent (ce). If converted to carbon
emission, it is approximately 16% of global total emissions. As for the airborne pollutants, 65% of CO2 emission, 90%
of SO2 and 70% of NOx are from industrial sector. Industrial pollutions accelerated nation-wide smog problem in the
past few years. “Made in China” has to transform itself towards a clean future, otherwise China won’ t be able to

achieve its sustainable development.

Clean energy has become a major driving force for low carbon transformation. How to keep competitiveness in such
transformation is a vital question for industrial growth. Chinese government has set up constraint target for energy
saving and carbon intensity reduction in its 12th Five Year Plan. Since year 2005, the central government has published
hundred policy measures related to energy saving and carbon reduction, e.g. Energy Performance Contracting, Energy
Action Plan for 10,000 Companies, High Efficiency Motors, Energy Retrofit, Energy Impact Assessment, Distributed
Energy, Clean Air in Capital area, etc. The central government allocated approximately 100 billion RMB to support
those programs, and the local governments also published their own funding management act, exploring the energy
saving pathway by “government incentivizes, market drives” . In year 2013, the central government launched Carbon
Trading pilot program, sending strong signal to the market that Chinese government starts to use the new market tool to

regulate carbon emissions.

The exploration journey is a process of correcting and fine-tuning. Premier Li Ke-Qiang has quoted “connecting the
last kilometer” to emphasize the problem of policy implementation at local level. From policy publish to effectively
enhancing industrial competitiveness, it requires tremendous work and detailed working steps, such as policy study,
communication, technical guidance, measure implementation, verification, etc. Every step requires the collaborations

among public, private and third sectors.

For understanding effectiveness of policy and for supporting government with bottom- up information, under Sino-
Swiss cooperation framework, International Institute for Sustainable Development (IISD) initiate a business survey
on low carbon policies. The survey started from May 2014, went through 7 steps, i.e. 1) design questionnaire, 2)
preparation seminar, 3) test questionnaire, 4) online survey to 1,000 plus companies, 5) interviews with EHS managers, 6)

site visits to key companies, 7) reporting and policy recommendations.

The survey collected 230 online feedbacks. The surveyed companies are located in 16 provinces, most of which are
in eastern coastal area, covering most of manufacture sectors such as cement, steel, coal-fire power plant, electric,
automotive, food, mechanics, telecom equipment, solar PV, etc. 25% of sample companies consume more than 10,000
tonne-ce/a. 40% of sample companies are either carbon trading pilot companies or the listed 10,000 companies.

Besides the online survey, we interviewed 12 companies on detailed questionnaires. The interviews include basic facts,

energy consumption pattern and saving measures, the impact of policies, and needs/wants for capacity building. The
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interview minutes were documented in Chapter 2.
By analyzing the survey data, we have some findings as follows:

1)Raising policy awareness has potential. Only 19% of surveyed companies indicated awareness of governmental
policies. 26% of companies indicated no awareness of current policies, especially for those companies’ energy
consumption below 5000 tonne-ce/a. The results implicate that on one side companies couldn’ t well receive

governmental policies, and on another side the policy making process didn’ t extensively engage business opinions.

2)The energy management levels are diversified. The energy intensive companies i.e. 10,000 tonne-ce/a, have relatively
better energy management. 82% of those energy intensive industries have set up energy targets, 63% of them have either
internal or external carbon disclosure report, and 24% of them established Energy Management System. However, when
we looked at the whole spectrum of surveyed companies, the energy management level is much lower. 23% of surveyed
companies have no data of annual energy consumptions. More than half of companies have no energy target. 72% of
companies have no carbon disclosure report. In general, energy use in manufacture sector is poorly managed comparing

to advanced countries.

3)Companies are lack of effective technical guidance. More than half of companies indicated they don’ t have enough
capacity to understand best available technologies (BAT) on energy efficiency and renewables. Most of interviewed

companies expressed the concern about receiving insufficient information of benchmarking, incentive policies, etc.

4)The policies such as subsidy for retrofit project, differentiation of electricity price, and phasing out over-production
capacity have impact on companies. More than 40% of companies indicated the above mentioned policies have impacts.
And also there are 40% of companies think technical guidelines and benchmarking will be useful for effective reduction
of energy consumption. Most of interviewed companies expressed the concerns about the transparency and fairness of

quota allocation in the Carbon Trading Scheme.

5)Companies desire good incentives. More than half of companies indicated the current incentives are not sufficient
and not predictable. 54% of companies think government should award more subsidies to balance the loan interests of

energy projects, and 48% of companies desire to receive tax rebate when purchasing energy efficient products.

6)Training effects are underscored. More than half of companies (i.e. 58% ) remarked that the quality of training
activities are not good. Nevertheless, 61% of companies expressed interests for low carbon technologies. Some
interviewed companies stated that training on simplified and practical tools such as GHG accounting tool, etc, are
mostly welcomed by factory managers. Different sizes of companies have different training needs. For example, SMEs
require training on entrepreneur’ s awareness, technologies and products. All sizes of companies have similar demand

for policy training.

7)Companies need third party services. Most of interviewed companies felt they are lack of expertise on energy and
carbon management. They need external support and guidance. The engagement of non-profit organizations is rated as

follows: a) energy audit, b) facilitation of peer to peer learning, and c) facilitation of public-private partnership dialogue.
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According to the survey findings, we propose the policy recommendations as follows:

i.Enforcement of supervision on the existing programs i.e. listed 10,000 companies and carbon trading scheme.

According to { Action Plan for 10,000 Companies ) , China has 17,000 companies whose energy consumption is over
10,000 ce/a. The total energy consumption of those companies has taken up 60% of nation-wide industrial energy use.
The survey result showed that the enforcement of supervision to those 10,000 companies is well-functioning under
current administrative scheme. However, the new carbon trading scheme has big room for improvement. The free-
quota allocation is vital to the success of carbon trading scheme. The quota allocation should consider not only historic
emission track record but also the sector benchmark. For example, for most of coal-fire power plants, the government
allocated substantial free quota which allows power plants have no obligation for carbon reduction. Meanwhile for some
energy efficient companies, government allocate fairy low amount of quota based on the past 3 years’ historic data.
However, because of market booming and production increasing, they have to pay extra cost to offset the gap between
actual carbon emission and free quota. The factor of energy efficiency baseline should be considered in the quota
accounting. It is suggested government should work together with technical agencies and business to review the carbon

quota allocation methodologies sector by sector.
ii.Incentivize more energy saving by streamlining administrative procedure

In the current policies, most of energy subsidies are depended on investment scale and energy saving amount. Due
to 10 million RMB investment and 500 tonne-ce saving thresholds, most of subsidies flow to large energy project or
energy intensive companies. The non-energy intensive manufactures received very little incentives for energy efficiency
improvement, nevertheless, most of advanced manufactures are continuously improving their efficiency for the sake of
cost saving. It is suggested that government should also provide incentives to good-performed companies no matter how
large the amount of energy is saved. Benchmark should be set up for key sectors and incentive prize should be available
depending on the levels of excellence. The application procedure has to be streamlined to registry-based system instead
of approval-based system, which means company only need to declare certain amount of energy saving and upload
online-tracking supporting document. Government purchase third-party service for verification. Once the verification
has been done, the prize will be transferred to company account shortly. And from time to time government just needs to

take some sample tests for re-checking. Once any fake data are discovered, a heavy punishment will be enforced.
iii.Establish a collaborated triangle partnership among government, business and third party.

The survey results showed that business are eager to have dialogue with government. The third-party should play a role
to be a facilitator. Government should encourage independent third party organizations such as chamber of commerce,
business association and professional association, etc, to facilitate these kinds of dialogues and bring bilateral concerns
and advices on the table for constructive discussion.

Funding for the third party organizations can either from public or from private sources. The roles for those
organizations can be diversified, such as monitor, verifier, facilitator, and technical advisor. Since the third party
services are still at early stage, it is suggested that government should allocate explicit funding to purchase third party
services in order to incubate the sector. And judged by open survey on performance, the third-party organizations can
be transparently ranked in different categories. The good governance structure will help the third party organizations

establish their integrity, professional ethics and service-oriented mindset.
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iv.Upgrade technical guidance and capacity building system

According to survey results, the manufactures have higher expectation about authorized technical guidance on facility
management, best practices, and benchmarking. The long lasting Cleaner Production program has certain guidance
on energy indicators, however, both the depth and the width of those indicators are not sufficient for industrial use
widely. It is suggested that governmental agencies should put more resources into organizing technical agencies to work
together with industries to publish more technical standards on facility/utility efficiency, renewables, sector benchmarks,
etc. Meanwhile, the broad alliance consisting of training institutes can be established for disseminating those standards

and best practices.

Barriers for companies Policy recommendations

strengthen the enforcement of energy
intensive companies.

2. Provide more incentives and streamline the
application procedures in order to encourage
the volunteer energy conservation in
non-energy intensive companies.

1. Lack of technical guidance, lack
of sufficient knowledge about
state of the art technologies.

2. Lack of governmental
incentives, and policies are not
consistent.

3. Lack of project funding.

4. Governmental incentive
application is complicated and
threshold is too high.

3. Establish public, private and third party

BRREe (Rack years of energy stakeholder collaborations model.

solution is longer than expected.

6. The energy cost is not high so
that the management has little
interest to act.

4. Improve technical guidance and

7. The enforcement of energy capacity building scheme.
policy is not enough.

The policy barriers and recommendations can be seen in one diagram (Figure 0.1)

On behalf of International Institute for Sustainable Development (IISD), the authors give special thanks to Beijing
Environment Exchange, Zhenjiang Economic and Technology Development Zone and all the agencies and experts who
provided supports to this project.
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