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To fully understand the
difficulties and essences of
energy conservation targets in
the 11th Five-Year Plan
period
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* Systematic deficiencies exist in
various aspects, such as energy
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* Energy conservation targets are more
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long-term energy conservation
mechanism

“Three-high and three-low”: high attention from
the central government and low attention from
local governments; high attention paid during
energy shortage or strain in supply, and low
attention paid during comparatively affluent
energy supply; and high attention paid to areas
which are relatively poor in energy resources and
strongly energy-restrained areas, and low
attention paid to areas which are relatively
abundant in energy resources.

“Three-more and three-less”: More in
government mobilization, less in actions by
enterprises and consumers; more in calls, less in
specific measures; and more in administrative
means, less in economic and legal means.
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% Comprehensive measures should be adopted
and economic incentives stressed
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% Short- and long-term measures
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New investment in technical energy
conservation is a key measure for achieving
conservation targets.

Quickly eliminating backward production
capacity is also critical for achieving
technical energy conservation as well. In
2005, energy consumption by SME in China
accounted for about 50% of the entire
industry, and energy consumption per unit
product by SME was 30%-60% higher than
that by large-scale enterprises.

Three approaches to technical energy
conservation are: new investments in
energy conservation, elimination of
backward production capacity and
reformation for energy conservation.
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Regional energy conservation targets should be made
and implemented in a scientific way.

It is noteworthy that the sum of all provinces’ economic
development targets largely surpass the nation’s targets
as awhole, as well as the sum of all provinces’ energy
consumption.

Currently, the regions with low energy consumption per
unit GDP tend to be developed regions. In view of the
need to align a region’s energy conservation target with
its economic and social development policies, it is
necessary to create a scientific method to break down
energy conservation targets. The establishment and

55e R % S X TR F ARH KRR .

EER—F VT REGHTHE AR,
SRR B IR AR R 2 R P B SR 1A
RARAB AT 77 BURBURT- B R R

improvement of energy statistics, supervision and
appraisal systems are the key to meeting regional
energy conservation targets.

The individual responsibilities of the central and
provincial governments should be further defined. The
central government should focus on the full-scale
policies, and address the deficiency of local governments’
policy measures.
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Suggestions that can be adopted in

the near future
* To mobilize administrative resources to
strengthen energy conservation management.

« First, we recommend that the central government create a
comprehensive energy management agency to carry out the
of a national energy conservation center.
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= Second, we recommend the formation of scientific supervision
mechanisms and evaluation systems, so government officials
are evaluated based on their achievement of conservation goals.
« Third, we recommend disaggregating energy conservation
targets for different industries. Then specific energy
conservation policy should be made targeting the issues in each
industry.

« Fourth, regulation of energy conservation should be improved,
In addition, energy audit teams and their capabilities should be
strengthened.

« And fifth, to summarize lessons in disaggregating energy
conservation targets into local governments to lay a solid
foundation for future improvement of this task.
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% To make an effective fiscal and tax
incentive policy

« First, it is urgent to significantly increase
investments in energy conservation. Total energy
conservation investment in the 11th Five-Year Plan
period will be about 1 trillion yuan, and energy
conservation investment’s proportion in total energy
industry investment will reach up to 15%.

+ Second, to enforce income tax preferential policies
for income tax.

« Third, to enlarge the levying scope of consumption
tax.

« Fourth, to levy the fuel tax as soon as possible.

« Fifth, to deepen the reform of resource tax.

«+ Sixth, to study the feasibility of levying energy tax.
+ And seventh, to improve policies on export tax
rebate and tariff policies.

o DB IR T AL RIS

% To push forward the reform of
energy price formation mechanism
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% To create the energy-efficiency entry approval system

o ERT AR HIBERE S AR R AL and the backward production capacity exit mechanism

BB SRR RE W B RO
AAE, KNEBER R EAT LI AR AT
, BIEEK KR RL=PERNE
R HHRABE.

« Investment entry approval: Energy-efficiency entry approval conditions
should be specified and raised for energy-intensive industries, to form a
new market entry approval system based on energy-efficiency,
environmental protection, and security.

« Product entry approval: To significantly improve a product energy-
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efficiency system for high energy consumption products.
During the 11th Five-Year Plan period, if 16 energy-efficiency standards
for energy-using products are created and 6 ones are revised, energy
conservation will be equivalent to more than 20 million tons of standard
coal
To create an backward production capacity’s exit mechanism. First, fiscal
measures should be used to build an assistance mechanism for backward
production capacity’s exit. And second, more economic measures should
be applied. By raising energy products’ prices, we can make the
backward production capacity backward not only in terms of energy
efficiency, but also in economic benefits. When the production capacity
that is backward in all aspects is eliminated by the market, the previous
circle of “eliminati . re-elimination, and
reemergence again” can be avoided. Such market means as generation
rights trade often adopted in the developed countries can also be

introduced to address, via market, the post-elimination development of

backward production capacity.
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* To strengthen environmental supervision for
win-win of energy conservation and
environmental protection

Sensitivity Analysis of Important Indicator
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« First, in order to change the current passive
environmental enforcement, it is necessary to strengthen
environmental supervision to truly make environmental
protection the endogenous decision-making variable of
economic development.

« Second, to strengthen supervision China must form a
multi-layer environmental protection system with
government’s regulation, public’s participation and
enterprise’s commitment, in order to regulate sewage
discharge, to punish environmental offences, and to
increase the costs of violation.

« Third, to strengthen vertical management of
environmental protection.

« Fourth, to research and build emission-trading system to
maximize environmental benefits and minimize economic
costs.

+ And fifth, to increase investment in environmental
protection, and to strengthen environment protecting
teams and their capabilities.
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