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Preface

The China Council for International Cooperation on Environment and Development
(CCICED) was established with the approval of the Chinese government in 1992. Consisting
of senior Chinese and international experts, it serves as a high-level advisory body with a
mandate to conduct research and to provide policy recommendations to the Government of
China on China’s environment and development. The Council reports to the State Council
and each year meets with a senior leader to discuss its recommendations.

Over the past 19 years, CCICED has witnessed significant change and progress in China’s
policies on environment and development. During the Council’s tenure, issues have evolved in
number, complexity and significance from those discussed at the 1992 Rio UN Conference on
Environment and Development, to such environmental challenges as climate change, which has
become the focus of economic and political concern throughout the world. CCICED continues to
be a unique body, highly relevant to China’s domestic needs and to fostering a better international
understanding of China’s contributions to global environment and development.

With ongoing support from the Chinese government, governments of many other countries
and international agencies, CCICED has completed three phases. Phase 1 (1992-1996) carried
out initial policy studies and research on key issues in the field of environment and development,
and disseminated and exchanged international experiences and information on successful policies.
Phase II (1997-2001), in addition to policy research, carried out policy and project demonstra-
tions with positive outcomes. Phase III (2002-2006) met the challenge of addressing broader pri-
orities and conducted a number of major policy studies. Based on the successful experience of
previous phases, Phase [V (2007-2012) has drawn support from a larger number of donors and
has focused on issues that will determine China’s success in becoming an environmentally
friendly society. China has entered a new era, and CCICED will play a major role in promoting

* China’s strategic transformation in environment and development.

2010 presented many difficulties and challenges to China’s sustainable development:
climate change, an uncertain world economy, and frequent natural disasters. There is an in-
creasing contradiction between rapid economic growth and the carrying capacity of re-

sources and the environment. It is inevitable that China must shift its economic growth mode
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for long-term development, attach greater importance to ecology and environment, and
achieve harmony among economic development, resources utilization, and the environment.

In 2010, two CCICED task forces and three special policy study projects completed their
work, addressing issues related to ecosystem service and management. Their policy recommen-
dations formed the basis for the Council’s 2010 Recommendations to the Chinese Government,
which have aroused considerable interest. Three new task forces were established in 2010 on low
carbon industrialization, green economy, and investment, trade and the environment.

This volume, Annual Policy Report 2010, contains documents presented to and ap-
proved by the CCICED’s 2010 Annual General Meeting, which met in November with the
theme “Ecosystem Management and Green Economy”. It includes the Issues Paper, prepared
as a discussion document addressing ecosystem service and management; final reports sub-
mitted by the two task forces and three special policy studies; and the final text of the Coun-
cil’s 2010 Recommendations, which has since been forwarded to the State Council and other
governmental agencies. The task force reports represent the views of the individual teams
and not necessarily those of the Council as a whole, while the Recommendations reflect a
consensus among CCICED members attending the 2010 Annual General Meeting.

The materials in this volume offer some options for China to consider as it continues to
strengthen its governance of environment and development. We wish to share them within
and outside of China in the hope that they will lead to a better understanding of the environ-
ment and development challenges facing China, and China’s contribution to resolving envi-
ronmental issues domestically and internationally. Further information may be found on the
CCICED website (http:/www.cciced.net/encciced), including current task force reports and
special policy studies, as well as reports from past years.

We would like to extend our thanks to those who have supported CCICED’s work and
China’s environmental undertakings. We appreciate the financial and other support from the
Government of China and other generous donors, and the contributions of the many Chinese
and international experts who have conducted the research reflected in this volume. The in-
valuable assistance of the Chinese and International Chief Advisors and their group of ex-
perts, who provided guidance to the research work; the assistance of the International Se-
cretariat Support Office at Simon Fraser University in Vancouver, Canada; and the advice of
Council members, who volunteered their time and expertise in support of this undertaking,

are all gratefully acknowledged.

The Secretariat of CCICED
January, 2011
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Chapter 1 Policy Recommendations to the

Government of China

The 4™ Annual General Meeting of the China Council for International Cooperation on
Environment and Development (CCICED) Phase IV was held from November 10* to 12"
2010 in Beijing. The theme of the meeting was “Ecosystem Management and Green Devel-
opment.” This theme is an important means for exploring a new path for environmental
protection in China—a path in which ecology and economy come into a more harmonious
relationship.

The council members are pleased to see that a roadmap to “green transformation” and
“people-centered” development during the 12" Five Year Plan period and beyond was put
forward by the recently concluded 5™ Plenary Session of the 17® CPC Central Committee.
The theme of this roadmap is “scientific development”, and the main thread is to “accelerate
the transformation of economic development pattern”. We understand that to realize such a
vision, the Chinese government will formulate strategic measures on adjusting economic
structure and vigorously promote science and technology development and innovation. Also,
we support the government in its emphasis that the fundamental purpose for transforming
the country’s economic development pattern is to ensure that all people can enjoy a better
quality of life, and that the force driving such a transformation is deeper reform and opening
up. Emphasis on inclusive development is a welcome addition since it is an essential ingre-
dient for successful sustainable development.

In particular, the council members noted that the Chinese government has identified the
building of a resource-conserving and environment-friendly society as an important ap-
proach to promote the shift in the country’s economic development pattern. On the one hand,
the Chinese government hopes to “green” its economy by consuming less natural resources
and better protecting the environment, while on the other hand, it aims to reduce the over-
dependence of economic growth on natural resources, and to mitigate environmental damage
through green transformation. In order to implement this approach, China has started explo-

ration for a new path of environmental protection that features minimum environmental cost,
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good benefits, low pollution and sustainability. People naturally should have high ex-
pectations for this new path since it is an innovation in terms of both philosophy and
thethodology.

The council members speak highly of the efforts and substantial achievements of the
Chinese government over the past year: at a time when the world was coping with the post
financial crisis period, China managed to maintain rapid economic growth, promote green
development and continue its focus on creating an ecological civilization. We understand
that for the 11" Five Year Plan period China has met the targets ahead of time for SO, and
COD reductions; and that the energy target is also likely to be achieved. The attainment of
these targets is a major step towards optimizing the economic structure and improving envi-
ronmental quality in some areas of China. Issuing the National Plan on Ecological Function-
al Zones is an important step in supporting the country’s green development by identifying
resource availability and environmental carrying capacity as a key factor in determining the
development direction of each specific region.

We look forward to seeing further progress being made in tackling climate change now
that the concept of low carbon development has been widely accepted within China, Cer-
tainly the successful Shanghai Expo has become a highlight in the exploration for low-
carbon cities and green development. Moreover, the Chinese government’s commitment to
support the faster development of seven strategic emerging industries, featuring clean, green
and low-carbon development, along with the various pilot programs on low carbon economy
are additional encouraging evidence of China’s commitment to pragmatic action on energy
and environment concerns.

The concepts of green economy and green development gained international recogni-
tion during the financial crisis and will gain more attention in the post-crisis period as na-
tions try to find new engines for growth. However, the council members note that, despite
the plethora of approaches to promoting green development, one issue in this context has not
gained as much attention as it deserves, either within China or elsewhere: the protection of
ecosystems and enhancing their ecological function and services. Certainly China has un-
dertaken major initiatives to restore forests, grasslands, wetlands and to designate nature re-
serves and protect species and other components of the country’s natural capital. Yet much
more remains to be done and the situation will grow more urgent with rising domestic con-
sumption and continuing high rates of economic growth.

Ecosystems serve as the foundation of the subsistence and development of human be-
ings, as well as all other forms of life on the planet. This natural capital, which is comprised

of the richness of species, their diverse habitats, and the genetic resources that ecosystems
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hold, can provide various services. For instance, ecosystems provide resources for economic
and social development, they satisfy people’s spiritual need to enjoy nature, and support and
regulate the physical environment upon which mankind depends.

Harmonious relationships between people and nature are at the core of green develop-
ment. It is development underpinned by healthy ecosystems and sound eco-services. Devel-
opment that damages biodiversity and exceeds ecological carrying capacity is unsustainable.
60 percent of the world’s ecosystems are being degraded, while the global ecological foot-
print per capita is overwhelming the world’s biological carrying capacity. Already in 2007,
the footprint was 50 percent larger than the Earth can sustain, which poses serious chal-
lenges to the green development goals being pursued by the international community. There-
fore, in this International Year of Biodiversity, and at a time when green development is be-
coming a world trend and China enters its critical stage of green transformation, the council
members consider it exceedingly important to focus on the issue of ecosystem protection and
ecological services.

After years of tremendous efforts, in particular the continued restoration and enhance-
ment of forest and grasslands, China has achieved considerable progress in ecological pro-
tection and recovery, and has laid a fairly solid basis for social and economic development
as well as for ecological security. But the council members also note the conflict between the
country’s limited resources and ecological carrying capacity and the increasing economic
and social demands being made on natural systems of all types. This conflict is resulting in
continued ecological degradation, serious environmental pollution that affects ecological
functions, and a weakened basis for green development. The council members voice their
special concern over the frequent natural disasters that have plagued China this year, such as
droughts, floods, landslides, typhoons and earthquakes. These disasters have rung alarm
bells. They have exposed the fragility of the country’s ecosystems and, in some instances,
the desperate need for enhanced eco-services. In the future, climate change will place even
more pressure on already overworked ecosystems.

Both theory and practice show that improved ecological management can help protect
biodiversity and enhance ecological services. CCICED has two task forces reporting this
year. One studied key ecological factors in terrestrial ecosystems (forest, grassland and wet-
land), and the second examined the sustainable use of China’s marine and coastal ecosys-
tems. Other studies were carried out regarding soil pollution, conservation of aquatic eco-
system services, the need for mainstreaming biodiversity conservation, and on the status of
China’s ecological footprint.

Based on the discussions during the Annual General Meeting and the results of the task
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forces and other studies, the CCICED AGM 2010 proposes the following policy recommen-
dations to China’s central government.

1.1 Change Views and Management Approaches Regarding Ecosys-
tem Services and Management, and Update the National Strategy
on Ecological Protection and Rehabilitation

Serious problems exist in ecological protection and development in China, starting with
the difficulty in protecting those values of ecosystems which are hard to price or are pre-
sumed to be simply a part of nature’s abundance. A great deal of attention is given to the
provisioning services (e.g., the production of food, fibre and other economic products) that
ecosystems provide. But other functions and services of ecosystems are often undervalued or
neglected. These other functions include natural reguiatory services (e.g., flood control by
forest ecosystems, climate regulation by type of land cover, pollutant absorption by wet-
lands), support services (e.g., natural regeneration of soil) as well as cultural services (e.g.,
high quality of life benefits such as recreation, knowledge). This problem exists not only in
China but also elsewhere. The coming climate changes will stress and impact all of the
services provided by natural ecosystems, creating a new urgency for improved ecosystem
management at the present time.

In terms of management approaches, the mandates of regulating agencies are basically
divided by sectors related to economic goods and jurisdictions. This approach is not well
suited to the holistic and trans-regional nature of ecosystems. The implementation mecha-
nism is largely “top-down”, with the government playing a guiding role, while the spontane-
ous engagement of communities and the general public remains seriously inadequate. In ad-
dition, the overlapping of mandates among different regulating authorities blurs their respon-
sibilities, powers and interests related to ecosystems. As a result, these agencies may imple-
ment sectoral laws, regulations and policies on ecosystems, and focus on problems like low
efficiency, poor performance, and economic development of ecosystems, while neglecting,
to varying degrees, conservation aspects and while avoiding the tackling of problems related
to integrated management of the overall ecological system and of the interlinkages among
ecosystems.

The council members therefore recommend that China should change its views and
approaches regarding the use of natural capital; set healthy ecosystems and highly
functional eco-services as a key goal; and take a holistic ecosystem management ap-
proach. The council members further recommend that with these changes, key goal
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and management approach in mind, China should update the national strategy on
ecological conservation and development in an effort to enhance the overall economic
and social value of China’s natural capital.

(1) Change views and recognize the holistic and multi-functional nature of China’s
ecosystems from a scientific development point of view. Scientific research and public
education about ecosystems should be strengthened to raise the awareness of both policy
makers and the general public about the multiple services and high value that ecosystems
and their biodiversity can provide. This should lead to greater public participation in eco-
system protection. Of critical importance is the introduction of the ideas that improvement of
ecosystem management could bring about multiple benefits of economic development,
poverty alleviation, as well as job creation. It is of critical importance that both the quantity
and quality of ecosystem services are improved at the same time.

In addition, management approaches should place as much attention on the functions of
ecological regulatory processes, cultural enjoyment and ecological support as on the supply
function of ecosystems. The former functions should be well protected, improved and given
long-term attention. The goal for ecological conservation and development should be a
healthy and resilient ecosystem with continuously improved eco-services. Biodiversity con-
servation should be mainstreamed into development strategies, and into the general efforts
for ecological protection. A holistic and integrated view of ecosystem management embrac-
ing the linkages from China’s mountaintops to its seas should be upheld as a basic approach
in ecosystem management.

(2) Introduce National Medium and Long Term Strategic Guidelines on Ecolegical
Protection and Development, and establish a coordinated action framework. During a
nation’s development, science and technology provide the driving force, education is the ba-
sis, talents are the key, and natural capital the roots. By drawing upon the modality of na-
tional guidelines on science and technology, education and human resources development,
and taking into consideration the National Plan for Ecological Development (1998-2050),
the National Guidelines on Ecological Conservation (2000-2030), and the results of the re-
cently completed Macro Environmental Strategy Study, China should draft National Medi-
um to Long Term Strategic Guidelines on Ecological Protection and Development.

The Guidelines can integrate various functions of the ecosystem and help the govern-
ment to manage the country’s ecosystems holistically. Consequently, the problems brought
about by the current separated and jurisdiction-based management system will be resolved.
Bearing in mind the National Plan on Ecological Functional Zoning, the Guidelines should

incorporate the protection of all ecosystems, including forest, grassland, soil, wetland, rivers,
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lakes, seas, and groundwater, as well as the endeavors of biodiversity conservation, ecologi-
cal preservation and pollution control. The umbrella Guidelines should also identify the me-
dium to long term targets and tasks for ecological protection and development in China.
Based on the proposed Guidelines, subordinate plans or measures targeting specific types of
important ecosystems should be developed.

(3) Establish a more comprehensive cross-sector and trans-regional coordination
mechanism and an effective ecosystem management system. For an integrated use and
management of ecosystems to be feasible, China should take a long term view and work to-
wards the establishment of an administrative body that holds more fully the powers for
regulating ecological conservation and development, with the current need being the estab-
lishment of an effective inter-ministerial and trans-regional coordination mechanism. Many
prablems such as: overlap of mandates; blurred responsibilities, powers and interests; coor-
dination difficulties; and high management costs will have a better chance to be resolved.

At the central government level, a cross-sector and trans-regional coordination mecha-
nism needs to be established that focuses on the entire ecosystem management and trans-
regional river basin systems. It is important to streamline the responsibilities between central
and local; between different ministries; and between upstream and downstream jurisdictions.
At the local level, particularly in middle and western regions of China, it is important to es-
tablish an inter-provincial and intra-provincial ecosystem management coordination mecha-
nism that becomes the decision-making body for ecological development, planning and
management. This mechanism will facilitate inter-agency coordination and prevent unilateral
and uncoordinated decision making.

The responsibility for biodiversity conservation and ecological preservation should not
be limited only to national authorities on forestry, environmental protection, land and re-
sources, and water resources, but also should be mainstreamed into the portfolio of the eco-
nomic, industrial and agricultural agencies.

(4) China should encourage wider participation of the general public, enterprises,
communities and NGOs in ecosystem management. Among other means this can be ac-
complished through education and awareness raising, market mechanisms such as eco-
compensation that links their incomes with ecosystem health. Of critical importance is the
creation of incentives, such as eco-product labeling and certifying process, to encourage the
private sector to get involved and manage certain ecological services, foster certain new
sectors, strengthen enterprises’ social responsibilities, and reduce their ecological footprint.
It is important to engage communities and individuals, especially those living in and directly

exploiting natural ecosystems, to raise their awareness of the importance of the ecosystem
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health, explore sustainable community action mechanisms, improve information disclosure,
and alter their behaviors. Ecosystem service and management should be included into school
curriculums and education programs. One critical path is to engage NGOs in ecosystem
management and ask them to lead, support, monitor and implement the system themselves.
A combination of both top-down and bottom-up approaches would help form a stronger for-
ce in ecosystem protection.

1.2 Strengthen Environmental Management and Allow Key Ter-
restrial Ecosystems to Recover

More than 96% of the Chinese population lives on 34.9% of the land territory. Continu-
ous and fast growth of economic and social activities brings about huge demands for multi-
ple services from the country’s terrestrial ecosystems, including its forests, grasslands, wet-
lands and other freshwater aquatic systems. In 2007, China’s ecological footprint per capita
was lower than the world average, but it is still 2 times the biological carrying capacity of
the country’s ecosystems. Meanwhile, the ecological deficit is annually becoming larger.
There are many daunting challenges ahead in protecting and recovering ecosystems and their
services. In spite of increasing forest coverage, most of China’s forests remain inadequate in
total volume, imbalanced in distribution and poor in eco-services; the overall grassland and
wetland quality continues to deteriorate despite improvement in certain areas; soil problems,
including soil erosion, desertification, salinization, nutrient impoverishment, and soil pollu-
tion, have become increasingly serious. In some areas, soil has been so badly polluted that it
becomes a threat to ecological safety, food safety and human health. Furthermore, water eco-
systems provide much poorer eco-services than before and their biodiversity has decreased.
The status of endangered species is deteriorating, genetic resources are being lost. The Chi-
nese government needs to strengthen terrestrial ecosystems management and enhance their
functions, so as to form a sound natural underpinning for sustained and stable economic
growth and a better life for the people.

Therefore, the council members recommend that: China should regard the terrestrial
ecosystems as a whole; use systematic and coordinated approaches to improve ter-
restrial ecosystems management; introduce relevant laws and regulations, plans, poli-
cies, and measures; and grant more financial support to ensure success of these meas-
ures. The measures will help the important terrestrial and their associated aquatic eco-
systems to rehabilitate.

(1) Amend or draft protection and recovery plans on important terrestrial ecosys-



