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Abstract

Annual Report on China’s Low-Carbon Economic Development (2014)  ( Hereafter
referred as Report) is the 4™ annual research report on low-carbon economy edited
by the Global Low-carbon Economy Institute which is a joint venture between the
University of International Business and Economics and Nagoya University.

The report of this year still pays more attention to The air pollution represented
by smog and discusses the environmental pollution control and energy-saving emission
reduction together from the perspective of the sources of environmental pollution and
carbon emissions.

The report contains five parts: the first part is the general report. The second
part is the theme of the report which proposes that a China’s low carbon economy
should transform from the government-oriented to market-oriented. The third part
focuses on the market-oriented low carbon industry development and points out the
achievement and problems. The forth part is the policy analysis of the development of
low carbon economy. The report proposes to combine the carbon emission reduction
and environmental governance and to reduce emissions by environmental management
regulations and policies. The fifth part analyzes the sources of carbon emissions and
carbon leakage of China and the world based on the global value chain and
international trade, and put forward the reasonable allocation of carbon emission
reduction and the necessity of establishing the international cooperation mechanism.

The general report point that one fifth of the country’s territory suffers from
smog in recent years, which is the biggest environmental disaster in the world and
makes China the focus of international attention. The emergence of these
environmental problems makes Chinese people turn to pay more and more attention
to health and pollution control. The general report point out that the new
government has declared the strongest voice that the successive governments did not
have; “war on pollution”. However, “war on pollution” is not only in slogans,
but also translate into action. The general report puts forward the following

suggestions for energy conservation and smog governance: 1) Change the concept of
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Abstract L%8,:

priority of economic development fundamentally and establish the concept of priority
of environmental protection; 2) Establish Environmental and Ecological Development
Planning; 3 ) Increase environmental investment; 4 ) Collect resource tax,
environmental tax (including a carbon tax) , real estate tax and so on, control smog
by economic means; 5) Conduct the research on environmental pollution and
diseases; 6) Support legitimate environmental movement and the formation of the
atmosphere of national environmental protection; 7) Control carbon emissions of as
control environmental pollution; 8 ) Put the government commitment of
environmental protection into the legal system. 9) Capacity compression and trarsfer
to fight about leakage.

The second part of the report is “ Develop market-oriented green and low
carbon economic”. China has achieved progress in its development of green and low
carbon economic, but China’s development of low carbon economy is top-down
type which mainly relies on the government promotion. This will bring great
development in the short term, but at the same time will also bring the “government
failure”. The excessive development of photovoltaic industry leads to the overcapacity
is an example for “government failure”. Therefore, the first Chapter of the report
proposes that we must further the reform to stimulate more market vitality, promote
the development of green low carbon economy mainly by market forces, to cope
with the increasingly urgent pressure on resources and the environment. The report
think that the development of market-oriented green low carbon economy must take
into account creating market, guiding market and servicing market together, namely:
to create a market of green and low carbon development through government
regulation of pollutant and the definition of resources property; The provide sufficient
competition and trade opportunities for enterprises through the maintenance of fair
competition and establishment of carbon emission trading platform. The second
chapter proposes that to effectively promote green governance need the support and
transformation of “idea” , “system” and “objects”. The main obstacles of promoting
green governance is the development mode of GDP priority, excessive reliance on
administrative means and the lack of market function, “price distortions of resource
factor, lack of fair competition environment, lax supervision of environment
protection”. These factors restrict the in-depth development of green governance.

Chapter 2 puts forward the policies and measures for China’s green governance base

005



|§J RBREF BB

on the analysis.

The third part of the report introduces current situation and problems of low-
carbon industrial development. The sixth chapter introduces the third stage reform of
the EU carbon emissions trading system, and puts forward four enlightenments on the
construction of Chinese carbon market. The seventh chapter introduces Germany’s
industrial transformation and impact of “Energy conversion” in sustainable energy
development on Germany’s economy structure, especially industrial structure. The
eighth chapter analyzes the experience of Germany’s power development, points out
that the German price zoning pattern outlines a new market design for electric power
market, and summarizes the experience and lessons. The Chapter 9 and Chapter 10
discuss the achievements and problems of China’s photovoltaic and wind power
industry development. The Chapter 11 and the Chapter 12 introduce the measures
and effectiveness of energy saving, carbon reduction and renewable energy
development in Taiwan, discuss the problem of the present policies, and propose the
policy principles that should be followed in the future development of energy-saving
and carbon reduction. This report continues to pay attention to the construction of
China’s carbon emissions trading system. The Chapter 13 introduces the construction
of Beijing’s carbon emissions trading system, and the key technical problems of its
coverage, trading products, emissions accounting and reporting method, quota
allocation etc. . The Chapter 14 analyses the differences of carbon dioxide emission
reduction in the key industries of Hubei Province. Hubei carbon emissions trading
pilot has certain significance on improving the fairness and efficiency of carbon
emissions trading and promoting the development of low carbon in Hubei province
with lower economic cost.

The forth part of the report discusses the comprehensive control of carbon
emission reduction and environmental protection. The chapter 15 analyzes the
relationship between the whole process management mode of the environmental
governance and energy-saving and emission reduction based on the situation of
China’s energy-saving and emission reduction, expounds the effects of different links
of the whole process management mode of the environmental governance on energy-
saving and emission reduction, and puts forward the comprehensive governance
proposals. The Chapter 16 summarizes the main environmental policies of

constructing low carbon society in Japan including a carbon tax, FIT, and emissions
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trading system. The Chapter 17 introduces the environmental education of Japan and
the action and effects of realizing a low carbon society. Japan’s experience shows that
low carbon economy, energy-saving and emissions reduction and environmental
protection have become the basic concept of Japan’s society and the principle by
which the citizen consciously abide.

The fifth part of the report is the international trade and energy saving and
emission reduction. The latest research shows that 1/5 to 1/4 carbon emissions are
caused by trade. Chapter 18 measures the embodied carbon in export of different
industries using the non-competition input-output table (1997 — 2009 ) of China
announced by World Input-output Database (WIOD) , and decomposes the change
of embodied carbon in export into three factors based on the Fisher index
decomposition method: quantity, efficiency and structure. The results showed that
the adjustment of export structure reduces CO2 emissions, the effect of the
enhancement of efficiency is not obvious, and the growth of export is the main factor
of the increase in embodied carbon in trade. Chapter 19 establishes a multi-regional
input-output ( MRIO ) model and constructs the accounting directory of carbon
emissions in consumption based on the inter-regional input-output table and carbon
emissions data announced by WIOD database, and analyzes of the carbon emissions in
global consumption and the transfer of carbon emissions in international trade. The
results show that; in 2009, the carbon emissions embodied in international trade
accounted for 20% of carbon emissions in global consumption. These carbon
emissions embodied in trade is mainly from the production and export of China and
BRIIAT, caused by the consumption of North American and euro area. The analysis
shows that 29% of China’s carbon emissions are caused by the consumption of other
countries. Therefore, the report deems that the establishment of accounting directory
of carbon emissions has become increasingly important for international climate
negotiations and the distribution of carbon emissions responsibility between producers
and consumers, thus changing the global consumption patterns and promoting global

emission reduction.

007



T S ey U S

B.
B.
B.
B .

B.
B.

m A W N

2 T T
— PEHAERERKOBEHEAE L — e
PE C R A TR R verrrrrrrrrrn i
FFARBAEE TR AL v
“EITE R BURY  Gechsiniesuinneses iR sainns s RN b TRS SHSERA VETORR

I

i

BB
3

o
G

B AKREE 5 & B F R

TR R RT3 5 (] B LR BB R I -+ veevnesennnnssennnnssennnnnsnennnnanns
F B =R MARIE . BREAIATH - o eevvnrrrerrmrereie e,
DL 4 ] B B T o R e eev v eeerenmne e e e,
“CHREPUE" FESBEARHI TSI <ooevevrererermemremrneeeeniiinnneaenn

BT % J i 5 S g A% 7™ ol

R B LG N Y et 1 T & 08 N =
Y TV 2S5 5 AT BRI KU ST v v veeerenreneeessnnrneeenisnens

002
003



B {EBREF BB

B.8 EMHEATIHRBGH A reeerrrereemre s 104
B.9 hEEARTFEA RSB G T v vvvvvrnmerrrnmersreenemennasnaen 121
B.10 EKE KB BEL S e 134
B.11 & HES T RERBRAIEUIMT eveerrrrmrrrrrmmreeemeeeesssennsnniiies 150
B.12 SEMHE UG EARERIE e 163
B.13  ALEr i BHERAEE Bk BT cvveeeereemmrmnnnnrree e 175
B.14 #HbE T T RETR TN epkHEi 2 7 MR ZTTE oo 185

B.15
B.16
B.17

B.18
B.19

B.20
B.21

B.22

BV 5wk S BB Ay ik

FHIR VA TR T BT RERHE -v-veeeerrrrermmrmreer 194
H A (BB 5 0T F AR BE TR AR SR - ovevereeermmnremmmn e, 204
H A IR T BEIRHEFT Bl ovvvreerrrrerr e 212
BV HEs5 5 Sk
O EA AR SERHERT . T HE B RAIIIHT oveerrrrerrenenrenens 231
[ PR 52 5 51 B HERL : T WIOD BARPERI ST ooeoveeereeeeeees 243
BV Fax
Bis 1 hEBRHEIEIE - 254
M7 2 HRBRHEGIELIE - 274
JEAD seeeeenereereetn e e s s s s e e 286

[ e paammm B G )




