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In March 2016, the National People’s Congress (NPC) and
the Chinese People’s Political Consultative Conference
(CPPCC) approved the Outline of the 13th Five-Year Plan
for the National Economic and Social Development (2016-
2020). One goal stood out among many others — a cap on
national total energy consumption at five billion tonnes of
coal equivalent (tce). This is yet another national directive
of China designed to combat climate change and reach

its peak carbon emission level by 2030 or earlier. Indeed,
the coming five years will be a critical period for China to
transition towards a green and low-carbon economy. As
cities close or relocate their high energy-consuming, high-
emission heavy industries, service-driven tertiary industry

is poised to become the mainstay of the urban economy,
which means the building sector will account for a growing
share of the carbon emissions of cities. Take Beijing for
instance, heavy industries represented by Shougang Group
have all relocated out of the city as part of a campaign on
conserving energy, reducing carbon emissions and tackling
air pollution. Today, Beijing ranks No. 1T among Chinese
cities in terms of tertiary industry’s share of city GDP, and its
building sector accounts for a much larger share of the city’s
total energy use than any other Chinese city. With continued
urbanization, China will see as many as 100 million people
migrating to cities from rural areas in the next five years,
further raising the energy consumption of urban buildings.
Therefore, under the combined impact of the country’s green
transition and urbanization, there is a clear trend among
Chinese cities for their buildings to account for a steadily

growing share of the total energy consumption.

Chinese cities” attempts at moving to a green and low-
carbon economy can be broadly categorized into two
approaches. The first one pertains to development of
new city zones. A large number of greening and energy-
saving initiatives are planned, but most will never leave

the blueprints. Once large-scale construction starts, green

buildings often fail to materialize due to lack of funding. The
other effort centers on greening the existing city districts,
which presents its own set of financing challenges. During
the 12th Five-Year Plan period (2011-2015), over 700
million square meters of residential buildings in northern
China were retrofitted to improve their energy performance
during winter seasons. While a remarkable achievement,
for most of these energy renovation projects, over 80% of
the costs were funded by subsidies from central and local
governments, with very limited contribution from private
capitals. Energy efficiency investment and financing for
urban buildings in China heavily rely on the traditional

model of government subsidies.

This report shows that, during the 13th Five-Year Plan period,
China will need to invest RMB 1.65 trillion in building
energy efficiency, to support the construction of greener
buildings on the one hand, and the large-scale greening and
energy retrofits of older houses and commercial buildings
on the other. Given the size of the investment required, it

is evident that government subsidies alone will not be able
to help Chinese cities make the green transition, innovative
green financing models will play a pivotal role in filling the

huge financial gap.

It should be noted that private capital has already shown

a mounting interest in green finance; many of them are
experimenting with investing in green buildings as a way

to mitigate potential carbon risks in the long term. How

to efficiently leverage the fiscal budget and innovative
financing tools, so as to attract private capitals to fund green
city development as well as greening existing city districts,
will be the key to Chinese cities making the transition to a
low-carbon economy, and also the focus of this report.

Kevin Mo, Ph.D.
Managing Director, Paulson Institute
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