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Foreword

Since the 11th Five-Year Plan period, with the scientific concept of de-
velopment as guidance, the Chinese government has successively launched
and made efforts to put into implementation of a series of economic policies re-
lated to promoting the sustainable development of China’s economy, particu-
larly in respect of low-carbon development to the effect of promoting energy
conservation and emission reduction ( ECER), enhancing circular economy
and resources conservation. The government, giving due play to its guidance
and control, has gradually introduced a great many fiscal and taxation incen-
tive policies, including improving government budget support policies and
building a mechanism of tax incentives and restraints. In addition, it has also
attached much importance to comprehensive fiscal and taxation policy meas-
ures and systematic policy instruments. Consequently, an overall multi-lay-
ered and multi-link fiscal and taxation policy system with Chinese characteris-
tics has been gradually formed, which on the one hand, fully reflects the de-
termination of the Chinese government to facilitate the endeavors of energy
conservation and emission reduction, and on the other, embodies its continu-
ously improved ability of conscious employment of means of fiscal and taxation
policy for regulating social and economic development.

During the 12th Five-Year Plan period, the Chinese government has its
ECER objectives more clarified. It’s a prerequisite for energy conservation and
emission reduction task as to how to give a due play to the future fiscal and
taxation policies in aspects of promoting energy conservation and emission re-

duction, and supporting low-carbon development more effectively; and it’s
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also a practical requirement for the fiscal departments to promote the perform-
ance evaluation of budget and public finance, and advance the scientific and
refined fiscal management. Against such backdrop, and from the practical
perspective, a comprehensive and systematic review and summarization is
made on the existing fiscal and taxation policies; a scientific, rational and
realistic assessment is made on the practical effects generated from fiscal and
taxation policies in promoting energy conservation and emission reduction and
low-carbon development so as to draw on successful experience and explore
the areas that need improvement. And at the same time, combined with new
situations and requirements faced at home and abroad, it’s of practical signifi-
cance to build the future fiscal and taxation policies for low-carbon develop-
ment and put forward workable policies and recommendations.

As China’s important research and consulting agency involving fiscal poli-
cies, the Research Institute for Fiscal Science under the Chinese Ministry of
Finance has been committed to promoting the study into the fiscal and taxation
policies for promotion of the ECER undertaking in recent years. Since 2004,
we set out to engage in the research on the fiscal and taxation policies regard-
ing energy conservation; keeping to the realization of the strategic objectives
of national energy strategy, energy efficiency improvement, energy structure
adjustment, ECER, etc. , conduct a systematic study into the functions and
roles of the fiscal and taxation policies, and put forward appropriate policy
recommendations. Especially with the ECER binding targets being proposed
first during the 11th Five-Year Plan, and commissioned by the national de-
partments concerned, we have assumed or participated in the research of pro-
jects successively under the funding of the Energy Foundation and others. The
projects are: Research on Government Energy-Saving Procurement, Research
on Fiscal and Taxation Policies of China’s Sustainable Energy, Fiscal and
Taxation Policies for Promotion of Industrial Energy Efficiency, Research on
Corporate Income Tax Policies for Encouraging Energy Conservation, Research
on Economic Incentive Policies for Promotion of Energy Efficiency in Buildings ,
Research on Fiscal and Taxation Policies for China to Promote Low-Carbon

Economy Development, Fiscal and Taxation Policy for China to Response to
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Climate Change, Research on Energy Tax, and Research on Introduction of
Carbon Tax in China. In these projects, we focus on the research on the in-
herent relationship between the government’s fiscal and taxation policies and
ECER task, on how to establish an effective fiscal and taxation policy system,
as well as the scientific selection of the focus of the policy objectives and the
exerted links of policy measures in point of view of both theory and practice,
in order to effectively promote the ECER undertaking in China.

From the end of 2010, funded by the Energy Foundation, we launched
the research on Review and Prospect on Fiscal and Taxation Policies on
China’s Energy Conservation and Emission Reduction for the 11th Five-Year
Plan period. And a special seminar and project inauguration reference was
held in the Research Institute for Fiscal Science under the Chinese Ministry of
Finance on November 24th, 2010 when leaders and experts form the following
units were invited to the conference and fully listened to the views and sugges-
tions of all sides regarding the significance, content framework and research
methods of the project research. The units mentioned above were represented
by Economic Construction Department and Taxation Policies Department of the
Chinese Ministry of Finance, Policy and Regulation Department of the Chi-
nese Ministry of Environmental Protection, Resource Conservation and Envi-
ronmental Protection Department under the National Development and Reform
Commission, Energy Institute under the National Development and Reform
Commission, Chinese Academy for Environmental Planning under the Chi-
nese Ministry of Environmental Protection, Research Institute for Fiscal Sci-
ence under Chinese Ministry of Finance as well as the Chinese Energy Foun-
dation. At the entry of 2011, on the basis of collected extensive data, the re-
search group had consultation and exchange of different forms with the leaders
and experts of the National Development and Reform Commission, the Chi-
nese Ministry of Finance, the State Administration of Taxation of China, the
Chinese Ministry of Environmental Protection and other macroeconomic policy-
making and policy management sectors. Additionally, the group also organized
field research in Beijing, Baoding, Hebei Province, Jiangsu, Inner Mongo-

lia and other provinces, for a broad knowledge of the implementation of the
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national ECER fiscal and taxation policies by local governments as well as
their efforts and effects on mechanism innovation, policy improvement, ete. ;
it also listened to opinions and suggestions of local authorities on how to fur-
ther improve the ECER policies and taxation policies. The solid research laid a
good foundation for the accomplishment of the project research task.

After nearly a year of in-depth study, and fully absorbing advices from
the experts of various fields, a research report was formed, which was titled
Review and Prospect on Fiscal and Taxation Policies on China’s Energy Conser-
vation and Emission Reduction for the 11th Five-Year Plan Period through re-
peated modification and improvement. On February 3, 2012, the research
group held a special seminar in Beijing for further advice on the research re-
port that had already been formed. During the seminar, the experts form gov-
ernment regulatory authorities (i. e. , the Chinese Ministry of Environmental
Protection, the Economic Construction Department and Taxation Policies De-
partment of the Chinese Minisiry of Finance, the Climate Department under
the National Development and Reform Commission ), research institutions
(1. e. , the Development Research Center of the State Council, the Institute
for Finance Strategy Studies of the Chinese Academy of Social Sciences, the
Chinese Academy for Environmental Planning under the Chinese Ministry of
Environmental Protection, and Research Institute for Fiscal Science under the
Chinese Ministry of Finance), as well as those from the Energy Foundation
had extensive and in-depth discussions keeping to issues of China’s ECER fis-
cal and taxation policies for the 11th Five-Year Plan period; particularly,
they made recommendations with view to revision and improvement of many
specific issues in the study. After the meeting, a research report was finalized
by making modification, and also made adjustments to some contents and
statements based on suggestions of the experts.

The book is just formed on the basis of the final research report. The
whole book is divided into seven parts: Review on fiscal and taxation policy
for promoting ECER for the 11th Five-Year Plan period; analysis on the ef-
fectiveness of the ECER fiscal and taxation policies by local governments;

analysis on problems with the ECER fiscal and taxation policies for the 11th



Five-Year Plan period; new trends and enlightenments on global fiscal and
taxation policies on low-carbon in recent years; ideas on establishing a sound
and improved fiscal and taxation system in the future; proposals on the fiscal

and taxation policies that should be emphasized during the 12th Five-Year

Plan period; as well as the quantitative analysis on the effects of the ECER —
fiscal and taxation policies.

It’s believed that the fiscal and taxation policies introduced successively
during the 11th Five-Year Plan period have played an important role in the
following aspects: enhancing the ECER ability; promoting development and
utilization of new energy; speeding up eliminating backward production ca-
pacity ; boosting energy efficiency in buildings in an all-round manner; driv-
ing the consumption and utilization of energy-saving and environment-friendly
products; channeling the social funding into ECER; guiding the local gov-
ernments to facilitate the construction of pollution control facilities; vigorously
developing forest carbon sinks. However, the problems below shall be noted:
fiscal investment yet to be strengthened; inadequate input mechanism; bull
management of fiscal funds; a joint force yet to be formed; the government
procurement policy to be improved; insufficiency in incentives and guide of
the fiscal and taxation policies via the market mechanism; scarcity of regula-
tion strength for part of ECER fiscal and taxation policies; ECER-related tax
incentive policies needing to be adjusted and improved; having not built a
truly sound ECER tax policy system; and management and performance leav-
ing room for improvement.

On the basis of summarizing the achievements of the fiscal and taxation
policies of local ECER and learning from relevant international experience,
the basic ideas have been presented for further improving ECER fiscal and
taxation policies. The ideas are as follows: with the scientific concept of devel-
opment as guidance, and closely keeping to speeding up the transformation of
economic development approaches, to establish and improve the ECER fiscal
and taxation system so as to address the stress and driving force regarding EC-
ER and reflect the energy & resources utilization and pollution control costs in

a true way; to form a back-press mechanism to accelerate the transformation
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of economic development mode by insisting on a combination of reducing ener-
gy consumption intensity and minimizing the emissions of major pollutants,
and the reasonable control of total energy consumption. Besides, further to
improve a fiscal and taxation policy system, which requires not only increas-
ing the fiscal investment, and most importantly, innovating fiscal manage-
ment approaches, focusing on the fiscal performance management, integra-
ting adjustment and optimization of industrial structure, vigorous support of
energy-saving technology research & development and technological innova-
tion, and strengthening energy conservation management. As such, a long-
term energy-saving mechanism will be ultimately built, which is adapted to
the requirements of the socialist market economy. The mechanism will be gov-
ernment-dominated and efficiently driven by the market, with enterprises as
its subjects and participated in by the whole social members. Based on the ide-
as above, it's proposed that in a period from now on, our country will im-
prove the fiscal and taxation policy initiatives in the following aspects: 1) to
establish a new fiscal investment mechanism; 2) to optimize the fiscal invest-
ment structure; 3) to improve the fiscal input method; 4) to accelerate the
reform of the resource tax; 5) to introduce the environmental tax ( carbon
tax) as appropriate; 6) to improve the turnover tax policy to promote the EC-
ER; 7) to improve the income tax policy to promote the ECER; 8) to im-
prove other tax and fee policies to improve the ECER; 9) to improve the
green government procurement; and 10) gradually to establish a result-orien-
ted fiscal and taxation policy performance assessment mechanism. Finally, a
market mechanism for the promotion of ECER is proposed to be established
using the fiscal and taxation policies.

The research results received recognition and encouragement from Zhang
Shaochun, the vice minister of Chinese Ministry of Finance, which gave us a
tremendous lift. Furthermore, in the course of the project research, we have
got the support from numbers of experts and leaders, especially chief engineer
Yang Chaofei, director Jia Kang, director Gao Peiyong, Minister Feng Fei,
Deputy director Dai Yande, deputy director general Wang Xiaohua, associ-
ate director Shi Dan, researchers Wang Jinnan, Ni Hongri, Ge Chazhong,
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division chief Lu Wenbin, Wu Haijun, Huang Wenhang, Huang Yun,
deputy division chief Lu Fang, as well as the experts represented by Hu Min
from the Energy Foundation. Our sincere gratitude here goes to them for their

valuable guidance. Of course, the author will be solely responsible for writing

fhies ook, 1

Su Ming, Fu Zhihua
March 15, 2012
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