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Renewable energy development targets in China’s “12th Five Year Plan” adjusted upwards
Briefing note  |  October, 2011
China’s 12th Five Year Plan


Chinese policy makers are steering a clear course ahead with regards to renewable energy development within the next five years. Plans laid out in the recent “12TH FYP” include clear targets set to take into account the projected increase in energy consumption of 9.5% and above, which could be attributed to the rise of Chinese consumerism.

 Upward adjustment of Renewable Energy Development Targets

	
	Targets published at the beginning of the year
	Updated targets

	Hydro(hydroelectric)
	250
	260

	Wind


	90
	100

	Solar


	5
	10

	Bio-fuel/Organic
	13
	13

	Geo Thermal
	N/A
	0.1

	Marine
	N/A
	0.05


According to the most recently published renewable energy development targets, the projected development of hydro, wind and solar power capabilities is now significantly greater than what was targeted earlier this year. Hydro targets have risen from 250GW to 260GW, wind from 90GW to 100GW, and solar from 5GW to 10GW. There are two main reasons for this upward adjustment of the development targets:

1) Firstly, although China has progressed to become the world’s largest renewable resource market within the duration of the 11th FYP, the total consumption rate has also increased at a much greater rate. China has also been yet to fulfill targets set in 2010 to reduce the consumption of fossil fuels by 10%. Within the time span of the 12th FYP, China will reinforce the productivity push towards renewable energy sources.

2) Secondly, targets set in the previous 11th FYP were surpassed in practice, and targeted figures in the 12th FYP are now set with close attention to the currently prevailing scientific and technological capabilities so as to reflect an accurate projection. The targets as published at present have been arrived at through a process of meticulous scrutiny, which includes considerations such as the power carrying capacity of electric cables, and other electricity processing capabilities.
3) Thirdly, the recent Nuclear disaster in Japan has brought about a parallel slowdown in Chinese nuclear power development; solar, wind and other renewables will accordingly have to receive more attention in order to meet the overall targets set in the 12th FYP for non fossil fuel sources to meet 11.4% of the total energy consumption requirement.

New trends in renewable energy development

Offshore wind farms, CSP, geothermal, tidal and ocean energy (also known as marine energy), other technology-enabled capabilities will take up roles of increased importance. According to recently published statistics, offshore wind installations are projected to generate up to 5GW of power, 5% of total wind capability. CSP installation capacity is targeted to rise up to 1GW, four times the previously set long term targets for 2020. (0.2GW) Geothermal capability is projected to reach up to 100MW, while ocean energy capability is targeted to reach up to 50MW.

Repository and distribution systems will receive more emphasis. The 12th FYP project for wind power storage capabilities to reach 25GW, 25% of the total wind energy grid storage network capability. Chinese wind energy strategy will thus focus on infrastructural developments, and storage and distribution capabilities, with emphasis shifting from the generation of power to the methods with which power is being handled. Solar capabilities in terms of off-the-grid, and storage and distribution capabilities, are also targeted to reach 2GW, 20% of the overall solar capability target.

Developing socio-economic mechanisms 
 Within the time span of the 12th FYP, the Chinese government will develop several mechanisms to stimulate the overall renewable energy drive.

1) Encouraging direct trade between Renewable energy companies and energy consumers

This refers to direct transacting between factories and end-users, allowing such interaction to determine the quantity of demand as well as the purchase price. Thereafter, the grid companies will assign the demanded amount through distribution companies, allocating it to the end user, thus allowing the grid companies to be relieved of their demand and supply matching responsibilities. As an important aspect of the market adjustment mechanism, in 2002 the state council approved electricity mechanism adjustment, initiating the trial  pairing of high usage consumers with energy companies, starting with Jilin, Guangdong and other locations which are large consumers. In 2009, the committee introduced enhanced procedures and processes for large scale direct consumption trials, and the State Electricity Regulatory Commission published the report “About developing direct electricity provider and consumption work” alongside the Committee on National Development and Reform, as well as the Labor and Information bureau. This report has particularly identified 15 companies to begin direct purchase electricity consumption businesses.

These companies have been identified as compliant with the national commerce regulations, and they possess the requisite technologies and capabilities for direct consumption, and electrolytic aluminum businesses to begin direct purchase electricity consumption businesses.

Such a scheme could serve to remove impediments to overall grid operations, promote the even distribution of power, and even empower consumers with the power of choice with regards to power providers. This would improve price and trade mechanisms, increasing the overall competiveness of this market. In 2010, 12 provinces announced their subscription to this direct power consumption scheme. The state electricity regulatory commission will continue to widen the scope of this scheme’s capabilities, including measures pertaining to the national commerce regulation structure, such as developing special commercial zones subject to reduced regulation.

This systemic shift does generate some tension between the new and old processes of resource management. Implementing such a scheme constitutes a fundamental shift in the renewable energy market, which could bring about a rethinking of technological and commercial needs. Nonetheless, due to the steep uptake costs for renewable energy, schemes such as these have to be implemented with a close regard for the appropriate level of requisite market demand and momentum. Additionally, it requires a meticulous understanding of how this mechanism is intertwined with factors such as the price of electricity, market standards, and fundamental market structures for trade. It is only with such an understanding can barriers to the implementation of such schemes be overcome.

2) Establishing renewable resource power quota targets

Across the span of the 12th FYP, the government will develop multi-faceted targets towards renewable resource power quotas. For example, targeting the quotas for power companies’ uptake and acquisition renewable energy projects, and setting regional quotas for regional renewable energy projects. Although such mechanisms were introduced in the 11th FYP, but progress has been slow, and there is an optimistic projection for the development of better operational results across the 12th FYP.

 Different scenarios which could arise as a result of these new quotas, and they have been mapped out by the energy companies in recent years. They can be said to be positive about the progress and development of wind and other renewable energy projects, but they are less so when it comes to the grid. Setting and regulating these quotas for the energy industry could promote a harmonious cycle between generation and usage. The report “Management methods in renewable energy target projects” is set to be published within the year ahead, and is poised to provide a strong backbone for the operational aspects of renewable resource projects in the future.

With regards to the outlook for energy companies, there are two issues when it comes to energy quota cases: firstly, the replacement of the traditional coal fired and traditional energy capacity with renewable energy projects. The replacement rate is targeted at 11% in 2012, and 12% in 2014, and 15% in 2029. Secondly, besides developing new and independent renewable energy projects, one option to consider would also be the trading of carbon credits with other energy producers. Such a move could enhance the flexibility and dynamism of the market, but the trade of carbon credits will have to be monitored very closely.

The development and regulation of renewable energy targets and quotas could increase the overall enthusiasm towards renewable energy projects, and this would bolster the drive towards the overall fulfillment of renewable energy quotas.

The increase in renewable energy targets demonstrates the Chinese government’s determination and commitment towards developing renewable energy capabilities. We are of the opinion that, along with the introduction of various trade policies and other operational implementations, renewable energy and its affiliated industries will prove to hold excellent prospects for business and trade.
Translated by Chan Zheng Hao
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