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Chapter 1 Climate-Energy policy: Domestic policy process, outcome and 
impacts 
 

Akihisa MORI 

 

Abstract 
As an introduction, this chapter aims to define the five key concepts throughout this volume to 

develop a logical framework that links them: the climate-energy conundrum, climate-energy policy, 

socio-technological transition, the resource curse, and the disruption of livelihood and ecology. In 

short, the global climate change concerns raises the climate-energy conundrum, while technological 

and institutional lock-in makes it hard for the government to advance socio-technological transition 

of the energy infrastructure system toward a low CO2 emission pathway. Climate-energy policy is 

generally created as a compromise among the conflicts of interests between multiple stakeholders, 

which would be less effective in reducing CO2 emission and bring domestic and/or international 

implications or both, including a resource curse and the disruption of livelihood and ecology. The 

framework also points out that, climate-energy policy and its domestic and international 

implications vary by country, alluding to possible consequences found through in-depth analyses of 

later chapters. 

 

1. Emergence of climate-energy policy 
States have implemented energy policies to meet the needs of multiple stakeholders at multiple 

levels of governance. These are “four As of energy security” (availability, accessibility, 

affordability and acceptability) (APERC 2007), address to environmental and social concerns, and 

low vulnerability of vital energy systems that combines their exposure to risks and their resilience 

(Cherp and Jewell 2014). 

Climate change poses an additional challenge to the state. Given the increasing pressure on the 

food and energy system as highlighted in the assessment reports of the International Panel on 

Climate Change (IPCC) (IPCC 2007; 2014), it is perceived as a matter of the survival for human 

beings. To effectively combat climate change, policy sectors that affect the climate change, as well 

as will be affected by climate change are required to integrate or mainstream climate change into 

their policy process and policy output (Dupont 2016). 

Among these policy sectors, energy sector is paid special attention, as it contributes to at least 

two-thirds of global greenhouse-gas (GHG) emissions (IEA 2017). While carbon dioxide (CO2) 

emissions, which accounts for the majority in the GHG emissions, become flat during 2014-16, 

they go along far above the 450 scenario pathway that can attain the global 2 °C climate change 
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target1 (IEA 2017). In this regard, tackling energy-related CO2 emissions is crucial for climate 

change mitigation. 

To move the energy sector toward a low CO2 emissions pathway, additional energy-related 

climate policy measures are required, set aside the existing and planned ones. Among them, 

increase energy efficiency and scale up the use of renewables in power generation and beyond are 

listed up as cost-effective measures in the marginal abatement cost schedule (McKinzey & 

Company 2009). They are estimated to account for 80 percent of the reduction in the 450 scenario 

(IEA 2017). 

 

2. Coherence with concerns about energy security 
Climate policy measures can clash with energy security. While they enable energy-importing 

countries to increase energy security by reducing fossil fuel combustion, and energy dependency on 

unstable or hostile regions, or over-dependence on few suppliers, they can weaken energy security 

of energy exporting countries by reducing demand, political security and bargaining power 

vis-à-vis importers (Sharples 2013). 

Energy-importing countries also face difficulties in effectively integrating climate concern into 

energy policy for the transition to a low CO2 pathway. Energy systems are featured by suck 

investments, long operating lifetimes and complementary capital investments (Schmidt, Matuo, and 

Michaelowa 2017). They are also strongly path dependent and deeply embedded in society in terms 

of norms, values, laws, modes of governance, social relations and culture (Verbong, and Geels 

2010). These features make the system be prone to technological and institutional lock-in, and 

become so economically, institutionally and politically entrenched that is difficult to reconfigure 

(Fouquet 2016). 

This is why climate change is reframed as a discourse that is acceptable by the regime and the 

society. It is reframed as a decarburization discourse that gives priority to nuclear power in 

countries where nuclear power prevails, as it is compatible with the prevailing sense of energy 

security. However, liberalization of energy market makes cost of nuclear highly uncertain, making 

private investors and energy companies hesitate to invest (Toke 2013). In addition, Fukushima 

nuclear disaster raises concerns over the safety and security over the nuclear reactor, forcing the 

state to give up a decarburization discourse (Szarka 2013). A decarburization discourse lose support 

even where vertically integrated monopolistic or oligopolistic supply system of electricity is 

justified, and incumbent suppliers can capitalize on the excess rents to gain comparably large power 

and resources to pursue regulatory capture (Mori 2017b). 

Climate change is reframed as green economy or ecological modernization in Germany and the 

United States to a less extent. While they succeed in emerging renewable energy industries and 
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diffusing renewable energy, they show contrasting results in the amount of diffusion and emissions 

reduction. High concern about over-dependence on one supplier, coupled with social structure that 

accepts necessary changes including higher electricity price, drives diffusion of renewables in 

Germany (Hillebrand 2013). 

In contrast, climate change is reframed to justify policies conceived to protect what are seen as 

energy-security objectives in Brazil (Vieira and Dalgaard 2013). The main driver of Brazil’s 

energy-security policies continues to be strategic concerns over availability and reliability of 

supplies. In this line, it revitalizes biofuel and hydroelectricity programs as climate-energy policy 

programs for energy security purpose. 

These observations indicate that policy process and outcomes to tackling energy-related CO2 

emissions vary by how a country reframes climate change to attain energy security at the same time. 

They also suggest that coverage of energy security differs by domestic imperatives (Grundmann, 

Scott and Wang 2013). 

This book defines policy outcomes to tackling energy-related CO2 emissions as climate-energy 

policy to analyze their impacts on CO2 emissions as well as energy demand and supply, economic 

growth and society. 

 

3. Domestic impacts 
Climate-energy policy can exert influence on emitters’ decisions through direct intervention, 

change in market price and discourses. In particular, accelerating renewables can potentially break 

the lock-in and reconfigure the prevailing energy regime for several reasons (Mori 2017a). First, it 

can increase competition and diversity into the monopolistic or oligopolistic market. It will 

eventually alter the prevailing market dynamics within the energy sector as its generation cost 

approach grid parity through technological feedback effect. Secondly, such competition and 

diversity squeeze excess rent to the incumbent suppliers, making them incapable of compensating 

opposition stakeholder groups and of propagating the population. Thirdly, it can foster emerging 

local industry poised to benefit from increased renewable energy growth. Fourthly, decentralized or 

distributed energy technologies offer greater flexibility and can therefore more readily organize and 

enable distributed political and economic power, and vice versa, generating policy feedback effect. 

However, attempts to reconfigure the prevailing energy system open up frictions and develop 

into struggles of power (Stirling 2014). Reconfiguration not only threatens economic interests and 

political influence of incumbent energy suppliers, but also requires additional burden for 

reconfiguration. On the other hand, incumbent suppliers have comparably large power and 

resources not only because states depend on them to secure stable supply, but also because they can 

exert influence in three ways: relational networks and close contacts with senior policymakers, 
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internalization of the ideas and interests of incumbents through frequent contacts, and corporate 

political strategies such as information strategy, financial incentives, organized pressure and direct 

lobbying (Geels 2014). Once policymakers and incumbents organize alliance, it can turn into a 

stable and hegemonic ‘historical bloc’ (Levy and Newell 2002) that stabilize and reproduce existing 

paradigms and structures to reinforce the current regime. Reconfiguration becomes hard-fought 

inter- and intra-scalar contestations between old and new institutions, agents and technologies 

(Rock et al. 2009). It can make struggles last several decades to be settled (Lockwood 2015), which 

poses inherent limitations on rapid change (Smith and Raven 2012). 

The attempts will also clash with the affordability of energy that has been the priority in the 

existing energy, industrial, and military policies if it simply implies a rise in energy price (Aldy et 

al. 2009). It can hit the middle class the most severely because they are required to pay both higher 

gasoline prices and higher electricity tariffs (Blobel et al. 2011). In particular, carbon pricing causes 

two side effects of unequal impacts on industrial competitiveness and regressive impacts on income 

distribution and (Andersen and Ekins 2009; Ekins and Speck 2010). These side effects are likely to 

hinder social acceptance of climate change mitigation, and motivate people to vote for the political 

parties that express a priority for affordability over sustainability. 

There are several possible ways to get out of the climate-energy conundrum. One is to create, 

maintain and fund a long-term policy framework. This can allow incumbents to take flexible 

measure to address climate change while sustaining momentum toward reconfiguration (Mazzucato 

2015). 

Second is to secure clear energy at an affordable price. It includes exploration of domestic oil 

and gas field, development of oil and gas pipeline, and acquisition of oil and gas field in foreign 

countries. This option can raise a conflict of interest against energy security unless energy security 

can be farmed as reducing reliance on energy imports. Development of domestic non-traditional oil 

and gas field through flacking enables the United State to take this option, at the expense of modest 

progress in renewables (Vezirgiannidou 2013). 

Third is displacement of carbon intensity industries. Carbon pricing sparks concern over 

industry-sector and country competitiveness, incentivizing carbon-intensity industries to displace to 

countries without high abatement policies. This results in carbon leakage (Andersen and Ekins 

2009). 

Obviously, the second and third options can have adverse economic and environmental impacts 

on energy-exporting countries and host countries of these investments, including resource curse, 

and livelihood and ecological disruptions. 
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4. International impacts 
4.1 Resource curse 

The resource curse is defined as less economic growth, less democracy, and worse development 

outcomes than countries with fewer natural resources. It can be explained by Dutch disease and 

volatile resource revenue. Dutch disease refers to the contraction of the traded goods sector and 

growth in non-trade sectors in response to a resource boom and its induced appreciation of the real 

exchange rate. As the traded goods sector, namely the manufacturing sector, is the engine of growth 

and is beneficial in terms of learning by doing and other positive externalities, the contraction of 

the traded goods sector makes it difficult for resource-rich countries to fully recover their 

productivity once they loses their competitive edge when resources run out (van der Ploeg 2011). 

This further increases domestic consumption and imports while decreasing non-resource exports, 

the savings rate, wealth, and social welfare, locking the country into the vicious cycle of the 

resource curse. 

In addition, highly volatile commodity prices make their resource revenue and economic growth 

highly volatile and cyclical to the commodity price, generating adverse growth effects (van der 

Ploeg and Poelhekke 2010). 

Dutch disease can be mitigated if (a) a country uses a “park fund” for resource revenue so as not 

to ramp up spending too rapidly, (b) the economy is flexible in terms of openness to trade, ease of 

market entry by new firms and labor market flexibility, and (c) the country addresses the potential 

bottleneck of infrastructure and labor skills for wealth creation (Venables 2016). This implies that 

the right set of institutions is the key to whether countries will fall into the curse or not. 

However, the existence of resource wealth can worsen the quality of institutions. It allows 

governments to pacify dissent, avoid accountability, and resist modernization (Isham et al. 2005) 

and encourages productive entrepreneurs and politicians to shift activities toward rent seeking 

(Tovik 2002), destroying institutions (Ross 1999). Actual political decisions depend on how 

resource rents affect the leader’s probability of survival. If a resource boom raises the value of 

staying in office, the political leader will shift resource revenue from productive toward 

unproductive activities. But if the leader responds to the windfall gain by offering better and more 

outside opportunities to rebel groups, the windfall will become a blessing (Caselli and Cunningham 

2009). 

Nonetheless, the extent of the curse can vary by resource. “Point source” type resources that 

have a limited socioeconomic linkage can cause a greater curse and result in weaker institutions 

(Isham et al. 2003; Auty 2006). As mining requires a huge amount of capital and advanced 

technologies, a few large, often transnational companies tend to operate under a concession contract 

with a host country’s government. While the government obtains resource revenue through tax, this 
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structure prompts concentration of resource wealth to a limited number of people, causing an 

uneven distribution. In addition, backward linkage is constrained where the host country favors 

imports over domestic production in input supplies, and forward linkage is stunted, as the 

resource-processing industry is too internationally competitive to be rapidly developed. As a result, 

taxation becomes a dominant resource flow, which amplifies the probability of predatory behavior, 

policy failure, and economic distortion due to maladroit rent seeking. 

From this point of view, oil can be defined as a resource that causes curse. A few countries have 

managed the resource rent wisely to competitively diversify the economy, mitigating the constraints 

on widening backward and forward linkage. Coal can be defined as a resource that causes less of a 

curse. It is scattered around the country and easily accessible to a wider set of economic agents, and 

it is easier to create many socioeconomic linkages with coal than with oil, although wealth from 

coal mining can be concentrated in specific patronage networks, where a small number of large 

companies are given concessions on large mining areas, or small mining companies are merged. 

Still, a varied extent of the curse can be observed within oil and gas rich countries. Luong and 

Weinthal (2010) refute that it is the structure of ownership that resource-rich states choose to 

manage their mineral wealth that plays a decisive role. In short, state ownership and control enable 

political elites to derive income exclusively from resource rents, freeing them from developing state 

capacity for effective taxation and increasing social expectations for distributing the state’s resource 

income widely to the population. Private ownership and control, on the other hand, increase 

transaction costs for the government to exploit resource rent. This provides political elites with no 

choice but to seek a broad-based tax regime while it reduces social expectations for distribution. 

The authors also highlight the fact that political elites in resource-rich countries can change the 

ownership and management. Uzbekistan and Turkmenistan have maintained state ownership and 

control since independence, causing political leaders to perpetuate authoritarian regimes as well as 

rentier and distributive states with increasing reliance on resource rent. As a result, this situation 

widens the wealth gap and low level of human development represented in the UNDP’s Human 

Development Index. In contrast, Russia implemented comprehensive tax and expenditure reform 

and increased accountability to the population after it shifted toward private ownership and control. 

These arguments suggest to us that the resource curse that might have been intensified by 

China’s carbon-energy policies can vary by the structure of ownership of resources in 

energy-exporting countries as well as the type of energy they export. 

 

4.2 Disruption of livelihood and ecology 

Foreign direct investment (FDI) and the environment became a hot debate at the end of the 

1990s. Despite the relatively small share of mining in world investment flows, FDI in this sector 
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represents a substantial part of capital formation and GDP in many developing and emerging 

economies (Kondo 2002). FDI flow in the resource extractive sector, including oil and gas surged 

in the late 1990s after they had gone through liberalization and deregulation in the structural 

adjustment package that aimed at attracting FDI to boost export. However, the sector, particularly 

in Sub-Saharan Africa was criticized for labor abuse; livelihood and ecological disruption by 

extensive logging, mining, and hydropower development; blood resources; proliferation of 

dictatorships; inefficient SOEs that are not held accountable (Moyo 2012), and eroding of 

transparency and human rights (Serge and Beuret 2009). Several projects have been suspended by 

fierce local protests over concerns of serious ecological impacts (Grumbine 2010). 

Competition for FDI between countries and gaps in national environmental standards are 

regarded as underlying causes, creating pollution haven and propelling a global race to the bottom 

of social and environmental regulation. Promulgating decrees and regulations setting environmental 

standards often lagged behind the FDI surge, giving concessions without preparing consideration to 

environmental and social safeguards. A lack of institutional capacity, finance and in some cases 

political will, as well as lobbying by investors and their home countries, hamper efforts of some 

host country governments to implement effective environmental regulation (Boocock 2002). Under 

the unfavorable investment climate such as in Russia and Kazakhstan, only investors seeking quick 

returns and injecting high-risk capital are attracted regardless of ownership, posing a risk of adverse 

impacts on the environment and the society (Henzler 2002). 

On the other hand, global market forces and political pressures can create pollution halos in 

developing countries, pulling the countries towards environmental policy convergence (Zarsky 

2002). Companies from developed countries can push to promote the establishment of higher 

environmental standards and management practices through the transfer of technology and 

management expertise under appropriate framework conditions (Borregaard and Dufey 2002). 

While pollution “havens” cannot be statistically proven, there are clearly “pollution zones” of 

poorer people, both within and across countries, where firms perform worse and where regulation is 

less effective (Zarsky 1999: 66). To address this deficiency, multilateral organizations have initiated 

to establish multilateral guidelines and agreements. International financial institutions (IFIs) such as 

the World Bank Group, including International Finance Corporation (IFC) stipulated social and 

environmental safeguard policies that go far beyond national regulations, requiring foreign 

investors to comply with them as lenders or equity holders. Underpinned by the United Nations, the 

Kimberley Process Certification Scheme was established that safeguards the shipment of ‘rough 

diamonds’ and certifies them as conflict free. The OECD drafted Guidelines for Multinational 

Enterprises that include environmental aspects, requiring member countries to convince their 

investors to follow them. The Equator Principles were prepared to provide financial institutions 
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with a minimum standard for due diligence and monitoring to support responsible risk 

decision-making. The Extractive Industries Transparency Initiative (EITI) was set up by 

governments, companies and civil society organizations to ensure benefits from the extractive 

industries to citizens through high standards of transparency and accountability. For this purpose, it 

requires countries to publish timely and accurate information on the number of license, revenue 

from the extractive industries and its allocation (EITI 2017). 

Nonetheless, these countermeasures have two types of limitations. First, due to voluntary nature, 

they can work effectively only when the private investors can gain by replacing existing practices 

for such countermeasures, or there are sufficient external pressures exist to make the initiatives 

work (Gunningham 2002). Second, non-OECD investors can avoid these guidelines and 

agreements to make investments as long as they can make self-finance or backed by non-IFIs 

financial institutions that do not mind international reputations. Besides there are number of 

“loopholes” in host countries, such as different legal requirements by size and type of mining 

activity, inter-ministerial conflicts, a lack of enforcement capacity and political will on which FDIs 

can capitalize to obtain mining concession that can cause harmful impacts (Boocock 2002). 

 

5. China 
5.1 China’s reframing of energy security 

China’s notion of energy security has been evolved along with the transition from the planned to 

the socialist market economy, and its consequence on state enterprises and the environment.  

In the period of planned economy, it was defined as ensuring proper and smooth domestic supply. 

In the transition to the socialist market economy, the Communist Party of China and the state came 

to perceive that economic growth, poverty alleviation, and social stability, along with nationalism 

and patriot should be the foundation for its legitimacy (Chen 2012; Wang 2012). The resultant 

high-speed economic growth turned China into a net oil importer in the mid-1990s, and net energy 

importer in the early 2000s (Figure 1-1). This raises a concern about the appropriate mix of 

energies, and thus about the way to access them, both from a geopolitical and technological 

standpoint (Di Meglio and Romano 2016). 

However, the country’s macroeconomic reform has swung the priority in energy security back 

and force, restricting the Chinese government to implement a coherent energy policy or energy 

strategy targeted to enhance energy security (Yao and Chang 2015). It generated the trilemma 

among expansion of supply capacity, a structurally heavy reliance on coal and its inefficient use, 

and air pollution (Hatch 2003; Mori and Hayashi 2012). 
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Figure 1.1 China’s primary energy import and export, 1995-2014 
Source: Author compilation based on China Statistics Press, China Energy Statistics Yearbook 2009, 

2015. 

 

In the coalmine industries, town and village coalmines (TVCMs) was stimulated for expansion 

to meet the increasing demand in the early 1990s, but became a target of closure in the late 1990s 

when the Asian economic crisis slowed it down, and state coalmines fell into financial distress due 

to overstaffing and high welfare costs. State coalmines were transformed into limited liability 

companies with the sate retaining a controlling interest in the companies. 

In the power sector, construction of thermal plants was preferred than hydroelectric ones from 

the perspective of cost, time, reliability of operation, and the constraints of hard foreign currency 

(Lieberthal and Oksenberg 1988). Local governments and foreign companies were encouraged to 

invest in and to have their own plants. However, these plants became the targets of shut down in the 

late 1990s to protect the State Power Corporation of China (SPCC), and to control most of the 

electricity-related assets. 

These consolidated state companies, however, had insufficient capacity to meet the skyrocketing 

demand in the early 2000s, resulting in sever blackouts in eighteen out of the thirty one provinces 
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in 2003. Local governments and companies revived the TVCMs, coal power, and industrial plants 

that had been officially closed. However, the abolishment of the ministries in charge weakened 

administrative capacity to oversee and provide funding for energy conservation. The fiscal and state 

of enterprises (SOEs) reforms discouraged local governments and SOEs to invest in clean coal 

technology and other environmental protection activities that required longer time to generate 

return. All of them made it difficult to enforce environmental and safety regulations, causing severe 

disasters2, inefficient energy use, air pollution, health damage and increase in carbon emission, 

especially embodied one (chapter 2). Nonetheless, stringent air pollution controls simply reduced 

investments in coal powers and industrial plants as pollution abatement technologies often brought 

them little profit, and the reform of state enterprises constrained the government to offer financial 

support to mitigate hard budget constraints. 

In response, Hu administration attempted to accelerate economic transformation to resolve the 

negative effects of the rapid economic growth, including energy-related environmental degradation 

(Yao and Chang 2015). It accelerated the re-distribution of state-owned assets and the regrouping of 

SOEs on the basis of market principles. The SPCC was vertically and horizontally unbundled to 

increase competition. State coalmines were consolidated into 13 production bases to gain 

competitiveness amid gradually expanded and accelerated price reform for marketization (chapter 

4). These reforms created the industrial structure in the coalmine and power sector consisting of a 

few conglomerates with a number of small, inefficient private companies that often have market 

competitiveness due to cheap labor and environmental costs. Coupled with local governments’ 

impulse toward economic growth and protection of local companies, the industrial structure posed 

another difficulty in getting out of the trilemma. 

To address the difficulties, the government shifted the notion of energy security to the 

appropriate mix of energies and the way to access them, both from a geographical and 

technological point of view (Di Meglio and Romano 2016b). The government accepted the need for 

flexibility and realism in the realm of energy to secure easy access. It justified additional 

development of oil and gas around the world as enhancing its energy security through increasing 

global energy security, and reframed renewable energy as industrial policy to foster new 

competitive edge. It provides profit and personal career building opportunities for the main national 

oil companies (NOCs) to improve their performance through competition and vertical integration, 

while impose equal guarantee to the population and price control to be consistent with its energy 

security concern. 

When implementing climate-energy policy, the Chinese government, in principle, reframes 

climate change to be consistent with the flexible notion of the energy security, and employs the 

same instruments and agencies (chapter 3). Shi administration takes a further step into the 
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appropriate mix of energies, setting out the coal consumption target in the 13th Five-year plan 

(FYP) and the coal dependency target of below 50 percent by 2035. 

 

5.2 Possible domestic impacts 

Precious researches suggest a variety of domestic impacts that China’s climate-energy policy can 

generate in implementation. 

As for domestic impacts, it will generate regressive distributional effects on urban areas through 

a (Brenner et al. 2007; Ye et al 2016). It increases coal imports, which intensifies conflicts of 

interests with the China National Coal Association and state-owned power utilities that fell into 

financial distress: 70 percent of them tuned into the red and more than half owed wages despite 

consolidation (Wong 2014). 

Third, it will intensify conflicts of interests between the government’s climate and energy 

security concern, and NOC’s profit motives. Two-thirds of the NOC’s foreign investments are 

break-even, and only a tenth of their extracted oil is directly import into China: they sell majority in 

the world market (Di Meglio and Romano 2016). 

Finally, it will generate renewable curtailment through rapid and large expansion of renewable 

energy generation capacity. China has gone through large curtailment since 2010 under the 

electricity infrasystem featured by a prohibition against direct provision to end-users, sluggish grid 

connectivity, priority on fossil fuels in grid connection, and overcapacity of coal power (Fang et al. 

2012). Although the rate of idle wind power capacity dropped to 17 percent in 2012 and to 11 

percent in 2013, about 16 TWh were still wasted due to curtailment (REN21 2014). Solar 

photovoltaic (PV) also encountered curtailment of 12 percent as a national average in 2015 (REN21 

2016) as a result of huge investments in large-scale plants.  

 

5.3 Possible international impacts 

China’s aggressive quest for resources has been criticized for causing or intensifying livelihood 

and ecological disruption in resource-exporting countries. Set aside the above-listed stylized 

reasons, it was criticized for cutting Western countries’ monopoly over political presence and that 

of their companies’ over market and resources, unfair competition, and corruption allegations 

(Burgis 2015). China’s infrastructure finance has also criticized for the dominant acquisition of 

development projects by Chinese companies (Copper 2016), tying to labor and intermediary goods 

imports from China, and contributing less to economic diversification (Cáceres and Ear 2013), even 

if the oil for infrastructure scheme is viewed as a practical way of mitigating the resource curse in 

Africa (Brautigam 2009). 

In Asia, the direct investments from China have been criticized for their livelihood and 
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ecological disruptions by logging in Cambodia (Cáceres and Ear 2013), mining in Myanmar 

(Cockett 2015), hydropower dam development in the upper Mekong river basin (Lyu 2015), and 

coal power in Indonesia (Hervé-Mignucci and Wang 2015). Increasing dependency on China is 

criticized as shrinking local manufacturers (Serge and Beuret 2009), losing skilled jobs 

(Pupphavesa et al. 2013) in Thailand, and depriving workers of opportunities to develop skill and 

capacity in Cambodia (Chandarany et al. 2013). While several projects have been suspended by 

fierce local protests over concerns of serious ecological impacts (Grumbine 2010), the Chinese 

government often places pressure on the governments in the host countries to remedy the situation. 

The Chinese government uses the leverage of its banking system to encourage Chinese 

companies to improve their environmental and social practices in their foreign business. The China 

Development Bank adopted the guideline in 2005 to require all firms seeking loans to take 

environmental impact assessment and to include environmental costs and standards in loan 

contracts. The Export-Import Bank of China (CEXIM) also requires several sets of environmental 

and social requirements for its loans in the guideline. However, the Chinese government has limited 

will and ability to strictly monitor and enforce their compliance. Coupled with insufficient laws, 

regulations and their weak governance in host countries, the weak stance of the Chinese 

government let Chinese companies ignore local laws and regulations, raising concerns about social 

and environmental impacts on local communities and trigger fierce opposition (Economy and Levy 

2014). 

 

6. Book overview 
These possible consequences raise questions. Are they temporal phenomena that are caused by 

China’s rapid and drastic macroeconomic and SOEs reforms, and the associated energy 

development and FDI strategies, or transformational changes that will be institutionalized? Does 

China’s climate-energy policy, as the policy outcome of incorporating climate change concern into 

energy policy, give additional impacts upon the ones that prevail, or change them? 

This book aims to give answers to them, taking Asian-Pacific energy-exporting countries as 

cases. It begins with the definition of the five key concepts throughout this volume and develops a 

logical framework among them. Then China is taken to explore the climate-energy conundrum and 

the climate-energy policy as a policy outcome, illustrating possible domestic and international 

consequences to raise the research questions throughout this book. To give answer to them, both 

qualitative analyses with in-depth case study on specific energy exporters, and quantitative analysis, 

such as input-output analysis and applied computable general equilibrium analysis will be made in 

the following chapters. 

A first part is constituted by the underlying causes of the rapid increase in carbon emissions in 
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China, and policies and measures that the Chinese government has implemented to address them. 

Kiyoshi Fujikawa, Zuoyi Ye, and Hikari Ban in chapter 2 use an input-output analysis to calculate 

embodied CO2 emission with the global input-output table initiated by the European Union to see if 

it can justify the slow development of climate-energy policy. In Chapter 3, Akihisa Mori and Mika 

Takehara revisit the history of China’s climate policy to explore how the Chinese government has 

decided the detailed policy measures of climate-energy policy. 

A second part analyzes domestic impacts of climate-energy policy. Nobuhiro Horii in chapter 4 

explores the underlying factors behind China’s recent decline in coal consumption, checking if it is 

a temporal phenomenon. In chapter 5, Mika Takehara revisits the gas import estimates by the 

International Energy Agency (2015b) and China Energy Research Society (2016) that are based on 

the government targets for 2015 to analyze the amount required to achieve both CO2 emission and 

air pollutants reduction targets in 2030. 

Kiyoshi Fujikawa, Zuoyi Ye, and Hikari Ban in chapter 6 analyze distributional consequences of 

carbon-energy pricing by urban and rural areas to see if it will be widely accepted. In chapter 7, 

Hikari Ban and Kiyoshi Fujikawa employ the Gdyn-E model and a dynamic CGE model to analyze 

impacts on macro-economy and energy mix in China’s 2030 peak-out and INDC scenarios. 

A third part explores international impacts of climate-energy policy from resource curse and 

ecological disruption perspective. Akihisa Mori and Le Dong in chapter 8 take six Asian Pacific 

and Central Asian energy-exporting countries to examine if they suffer from China-induced Dutch 

disease, employing the trade specification coefficient (TSC) and revealed comparative advantage 

(RCA) as indicators. In chapter 9, Hikari Ban and Kiyoshi Fujikawa employ the Gdyn-E model 

again to analyze impacts on GDP and mix of energy on Asian energy-exporting countries to see if 

China’s climate-energy policy causes carbon leakage under the China’s 2030 peak-out and the 

INDC scenario. 

The following two chapters are in-depth country case studies. Akihisa Mori in chapter 10 takes 

Indonesia as a case of a coal and gas exporter to perform an analysis in view of resource 

governance. Seeing rapid industrialization and diversification of resource exports such as palm oil, 

Indonesia is evaluated as one of the resource-rich developing countries that have escaped the 

resource curse (Gylfason 2001). Nonetheless, it has increased its reliance on resource exports 

during the coal boom. Referring to Luong and Weinthal (2010), he analyzes how China has 

influenced the ownership structure in the oil, gas, and coal sectors. Lynn Thiesmeyer in chapter 11 

takes the case of Myanmar states of Shan and Kachin to analyze the impact on livelihood of 

China’s investment in large-scale hydropower in view of political ecology. 

Our analysis ends with a wrap-up the findings in each chapter, a discussion of future strategies to 

move China’s energy sector toward a low CO2 emission pathway without causing harmful impacts 
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on energy exporting countries, delivering a remaining challenge for future research. 
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[Note] 
1 The IEA creates the sustainable development scenario that can attain climate, air pollution and 
universal energy access targets together, in response to the effectiveness of the Sustainable 
Development Goals (SDGs) of the 2030 Agenda for Sustainable Development that requires states 
to attain the integrated multiple policy objectives. 
2 The death toll in China's coal mining in 2008 was 91,172, down 15 percent from 2007 (China 
Daily, January 17, 2009). 
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