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‘ Country Profile - China

= Population: 1,319.98 mill.

w  Area: 9,598,100 km?

= Jurisdiction: 31 provinces

s GDPper capita (PPP): $5,370
= GDPgrowth rate: 11.4%

»  GDP composition: Agriculture
11.7%, industry 49.2%, service
39.1%

= Labor force: agriculture 42.6%,
industry 25.2%, services 32.2%

‘ China’s Economy Growth and Structure Changes
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Fig: GDP growth of China during 1978-2005.
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Fig: GDP structure of China during 1978-2005.
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‘ Geographically Economic Imbalance in China

Measures:

* Prospering traditional industrial bases in NE from 2004;
» Western development strategy since 2000;

* Promoting economic rise in central since 2007.

GDPin fotal (Bill. CNY;
GDP per capita (CNY

Uneven development in economy is
obvious geographically. Per capita
GDP in east is 2.5 times higher than
that in west in 2005.
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Fig: GDP of different regions of China in 2005.

An International Comparison on Material Consumptio

 Entire Economies Are Improving Efficiency

Trends in Total Material Requirements and Economic Growth, Various Years
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Fig: Energy consumption of China during 1990-2005.

However, the average energy intensity of
economy in China is still quite high if
comparing with developed countries and also
typical economies in transition.

Fig: Energy intensity in China and selected countries.

4 6 8 10 12 14
Averag energy consmption (tSCE/10,000USD)

The Basic Law
for Establishing
the Recycling-
based Society

Promotion of
Utilization of
Recycled
Resources

Meiji Period
(1868-)

1956 1967 1991 1993 2000 2002

Basic
Environment

Basic Law for
Environmental
Pollution

Ratification of
Kyoto Protocol

! L
| Esg 1g recyeling

ipal

| Solving

-Anti — industrial polluti [ environ. problems 7 based socicty !
}7; Solving global!
énviron, problems
X ;
. F
S




Environmental Problems Faced by China
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‘ Surface Water Quality (in 2006)

Worse than V
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Data source: National Environ. Monitoring Network (593 water sections)
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‘ Air Quality in Urban Areas
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Data source: China Environ. Status Yearbook.
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‘ Example Pictures

A polluted small stream A small factory without air cleaning facilities

r—ﬁ

Yellow dust in Spring of BJ a few years ago

E— A standard MSW landfill site in BJ
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‘ Cost of the Environmental Damages (in 2004)
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Data source: (CAEP et al., 2006) 14
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s to the Pollution

Ratio (%)
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Year

Air pollutants:

* Over 80% of SO,;
» Growing emission
trend.

Water pollutants:

¢ Half of the wastewater
discharge;

* 40% of COD;

* 30% of NH;-N.

2004 2005 2006

—e— Wastewater discharge amount —s— COD

NH3-N 502 |

Data source: National Environ. Statistics Yearbook
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or Industrial Sectors for Environ. Burden

Data source: China Statistics Yearbook, 2005
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Major Industrial Sectors for Environ. Burden

Data source: China Statistics Yearbook, 2005
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Optional Measures for the CEM

EIA & three synchronizations to regulate the new installations;
Obsolescence of out-of-date production capacities;
Emission mitigation by legislative and standard tools;

= Cleaner production &
EMS certification;

= Environmental

«  Market-based information
instruments disclosure;
such as price = Technology and
policy and management
taxation innovation.

10
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Traditional Environ. Management Systems in China
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Organizational Structure for Enforcement

Under the | Under the
command supervision
State Council a Newly set up
L] SEPA Environmental ) with their
supervision bureau | | roles to be
Provincial level | observed
government Regional supervision |/ |
| | Provincial level center i
EPBs i |
Municipal level ! Environmental ‘
government i supervision complex
Municipal level
EPBs
County level Environmental
government supervision detachment
| | County level Under the
EPBs guidance
Environmental
supervision brigade
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Procedures for Field Inspection to Enterprises

Request for review of
administrative penalty
by lower level EPBs

Citizen complaints

Checking the accuracy Checking enforcement Environmental
of self reported efforts made by lower ‘ accidents
pollution registration level EPBs
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Monitor discharee f;heck:lgil;h Zg?:llsu;f: Checking three Review treatment Monitor abatement
€ vy Il)eZy hgistmy simultancous steps facilities deadlines
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modification

Fine ‘Warning

Administrative
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Operation suspending

Warning

Pollution control
within deadline

Fine
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Data source: (Lu et al., 2006)
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Systematic Environ. Econ. Policies under developing

7 Green loan (credit)

Environ. friendly import & export Under

Environ.

Balancing environ. related cost
(Effluent charge, resource price, recycling)

implementation

Green insurance

Econ. Policy <

Just initiated or

System under
devel opment Emission trade system

on trial

Environmental (Green) taxation

\_ | Pilot on ecological compensation

Under study

Source: (Pan, Vice minister of MEP, 2007)
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Green Credit as An Example of Emerging Policies

Box: Environmental information provided
to the banks

@ Results on the checking and approval of EIA report, and on ]
the environmental protection checking for the completion
of construction projects;

@ List of heavy pollution enterprises whose pollutants emission
exceeds national or local discharge standards, or whose
total emission amount is higher than the amount ratified by
local government;

@ List of enterprises which have caused severe environmental
pollution accidents;

@ List of enterprises which refused to implement the effective
environmental penalties:

@ List of enterprises which are required to control the pollution ||
within deadlines and which are ordered to be shut down;

@ List of environmental friendly enterprises;

@ Information on the assessment of enterprise environmental
performance;

@ Others on environmental supervision to be necessary to
inform monetary departments.

/—‘ Neutral information

The banks add these
information into their
database on company
credit management

Bad information

Good information
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‘ Barriers of Green Credit Policy

LPolicy announcement by SEPA, Central Bank, etc. (Jul, 2007) |

B1: information
sharing mechanism

- [ Central Bank

More than 30 thousands
of environ. information

B4: lack of
criteria for
environ. risks

B2: no loan
for many
polluters

Cut off the credit

Loan of 68 companies
were suspended, cancelled,
or early drawn back

- .
Commercial
Banks

Stop the loan

Draw back loan
earlier

30 bill. CNY was invested
for environ. projects by
national policy bank

Support the
environ. projects ‘

Source: (Pan, Vice minister of MEP, 2008)

B3: incentives
for good
performers
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EID: Number of Companies with Vol. Environ. Reports

In forms of?:
4 Environ. Report;

4 Sustain. Report;

4 CSR Report;

4 EHS Report;

4 Corporate Citizen Report.

Number of companies

0
Electronic & Energy & Metals Auto Finance Chemistry  Machinery Logistic Utility
Telecom Power

Data source: hitp://www.syntao.com/, (As of April, 2007)
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Reasons of Vol. Environ. Reporting

In China:

@ Needs for the image promotion of

company;
@ Show the attitudes to support
government policy;

@ Pressures from consumers, NGOs

and communities are minor
factors.

In US and Europe:

Pressures from
consumers, NGOs
and communities are
major driving forces.

There is no bad news on
CEM performances in these reports

Source: http://www.syntao.com
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EID Level and Determinants of Listed Companies
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Data source: (Liu et al., 2008), N=175

Nearly 40% of the sampled companies
opened no substantial environmental
data to the public based on the content
analysis;

Corporate EID effort is significantly
relative to its environmental sensitivity
and the size;

Shareholders and creditors tested in
effecting the EID, are found to be still
weak;

companies are selectively opening
their environmental information;

The better the company’s economic
performance is, the more information
on environmental investment and
pollution control cost is disclosed.
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Mandatory EID Based on Performance Rating

— Pride

Yellow

— Pressure
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Results of CEM Rating Practice in Jiangsu Province

‘I Green E Blue O Yellow O Red B Black ‘

Number of enterprises

2001 2002 2003 2004 2005

Year
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Structure Evolution of Integrated CEM Driving Mech.

ocial Social pressure
pressure
Economic
incentives Economic incentives
e
/ Supportive \ \ Supportive /
‘ompulso!
Compulsory

Current stage Future stage Time

37

Stakeholder Power for CEM at Current Stage

Importance rating of stakeholders

Officials of environmental agencies
Internal top managers

Employees [

External suppliers and consumers
People in neighbor community -
Mass media

Industrial associations °

Environmental NGOs

0.0 0.5 1.0 1.5 2.0 2.5 3.0 3.5 4.0 4.5
Score

Data source: (Liu et al., 2008), N=132
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Key Factors to Influence CEM

‘PUSH’ Decision process
Govemment
Compteti
1 - CUS‘.
Outside : ® Lack of trust
Fitiancial ® Ignorance
actors T Search for ® lack of skills
; " alternatives ® Lack of cxpertise
" Pubig interas| ® Lack of lime
s ® Risk of avoidance
il ® Others ...
Mass media | — Evnluati?n of
alternatives
Research
instifutions
) ® Financial incentives
Organized labor — Decision ® Regulatory reliel
® Public recognition
Thformal ® Risk reduction
authority ® others ...
‘PULL'’

Implementation

e
g

Fig.: Decision making framework at firm level (Adapted from Yap, 1998)
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Conceptual Scenario of Info. Dis. Scheme to Influence CEM

‘PUSH’ Decision process
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Fig.: Decision making framework at firm level (Adapted from Yap, 1998)
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= Fighting against pollution is still the highest priority for China;

= Environmental performance of manufacturing sectors must be
largely improved due to their big share in emissions;

= China has practiced different types of policies for CEM, but it
is not sufficient to help the change of CEM from being

reactive to be proactive;

= Stakeholders of firms should be more active to enhance the
effectiveness of CEM tools;

= The concerns from the firm related stakeholders shall also be
scrutinized during developing CEM policies.
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