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DEVELOPMENT COORDINATION 
 

A. Major Development Partners: Strategic Foci and Key Activities 
 

1. Given the proposed project’s focus on energy efficiency improvement at end-user level, 
the development partner activities related to end-user energy efficiency improvement are 
described here.  
 
2. Since 2006, there has been renewed focus in the Asian Development Bank’s (ADB’s) 
energy sector operations in the People’s Republic of China (PRC), promoting efficient energy 
use and renewable energy as means to reducing greenhouse gas emissions. ADB has 
approved several industrial end-user energy efficiency improvement projects using the financial 
intermediary loan modality since 2008. The Guangdong Energy Efficiency and Environment 
Improvement Investment Program1 channels ADB loan proceeds to privately-owned small and 
medium-sized enterprises through Guangdong provincial government and a financial 
intermediary to finance investments in energy efficiency. The Shandong Energy Efficiency and 
Emission Reduction Project2 closely follow the design of the Guangdong Energy Efficiency and 
Environment Improvement Investment Program, but it focuses onlarge-scale industries.   
 
3. In both these projects, ADB loan funds are channeled through the provincial government 
which assumes repayment liability for the ADB loan. To minimize its risk, the provincial 
government, while selecting the subprojects, also undertakes their risk assessment and in most 
cases requires credit guarantees from city or county level governments where the subprojects 
are located. As the subloans usually have a loan tenure of 4–5 years compared to the 15-year 
grace period of the ADB loan, the provincial government appoints a financial intermediary, 
which allows the recycling of the ADB loan proceeds through a revolving fund. The Guangdong 
Energy Efficiency and Environment Improvement Investment Program has been successfully 
implemented and the subprojects under tranches 1 and 2 have completed the implementation 
phase. ADB has also approved a nonsovereign operation to provide credit guarantees to 
commercial banks to provide loan financing to energy efficiency projects in the building sector, 
implemented by a selected energy service company.  

 
4. In 2008, the World Bank approved the China Energy Efficiency Financing Project funded 
by the International Bank for Reconstruction and Development and the Global Environment 
Facility (GEF). The project contributed to the start-up of lending by a policy bank (i.e., China 
Export–Import Bank) and a commercial bank through a line of credit operation. Focusing on 
financing energy efficiency improvement of existing assets of medium- and large-sized 
enterprises, the project attempts to expand the energy efficiency lending operations of the 
PRC’s commercial banks. The World Bank approved additional financing of $100 million in 2010 
to add another commercial bank to the China Energy Efficiency Financing Project. The China 
Energy Efficiency Financing Project is accompanied by a GEF-financed grant of $13.5 million 
for capacity building of participating banks and national policy formulation to support energy 
efficiency. 

                                                      
1
 ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche 
Financing Facility and Administration of Grant for the People’s Republic of China for Guangdong Energy Efficiency 
and Environment Improvement Investment Program. Manila (MFF 0020-PRC, approved on 4 June, for 
$100,000,000). 

2
 ADB. 2011. Report and Recommendation of the President to the Board of Director: Proposed Loan for the People’s 
Republic of China for Shandong Energy Efficiency and Emission Reduction Project. Manila (Loan 2771-PRC, 
approved on 18 August, for $100,000,000). 
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5. The World Bank and the GEF approved, in 2011, the China Provincial Energy Efficiency 
Scale-up Program covering three provinces–Jianxi, Shanxi, and Shandong. This project 
includes institutional capacity building, policy reforms, creation of an energy efficiency fund, and 
development of demonstration projects. It is designed to offer a systematic approach to 
addressing poor incentives and weak institutional capacity at the provincial level to improve 
energy efficiency. The World Bank also approved the Shandong Energy Efficiency and 
Emission Reduction Project in 2011, to channel financing through financial leasing 
arrangements to end-user energy efficiency investments. The project supports financial leasing 
and energy performance contracting undertaken by energy service companies. It also supports 
a biomass-based combined heat and power plant.  
  

Major Development Partners  
Development 
Partner   Project Name Duration 

Amount 
 (million) 

Energy Efficiency and Conservation  
ADB Guangdong Energy Efficiency and 

Environment Improvement Program (MFF)   
2008–2012 $100.0 

Shandong Energy Efficiency and Emission 
Reduction Project 

2011–2015 $100.0 

Energy Efficiency Multi Project Financing 
Program

a
 

2008–2012 $107.0 

 
World Bank/ 
GEF 

 
China Energy Efficiency Financing Project 
Phase1  

 
2008–2012 

 
$200.0 (IBRD) 

$13.5 (GEF) 
China Energy Efficiency Financing Project 
Phase II 

2011–2014 $100.0 (IBRD) 

China Provincial Energy Efficiency Scale-
up Program 

2011–2014 $13.7 (GEF) 

Shandong Energy Efficiency Project 2011–2015 $150.0 (IBRD) 
Energy Efficiency in Industry 2011–2013 $4.0 (GEF) 

 
IFC/GEF 

 
China Utility Based Energy Efficiency 
Program 

 
2006–2010 

 
$50.0 

 KfW Green Finance Program 2008–2012 €75.0 
AFD Green Credit Line 2007–2012 €120 
ADB = Asian Development Bank, AFD = Agence Française de Développement, GEF = Global Environment 
Fund, IBRD = International Bank for Reconstruction and Development, IFC = International Finance 
Corporation, KfW  = German Development Corporation,  MFF = multitranche financing facility. 
a 
 This is a nonsovereign operation providing guarantees.   

Source: ADB staff estimates. 
 
6. The China Utility-Based Energy Efficiency Finance Program is the International Finance 
Corporation’s core energy efficiency initiative in the PRC. The first phase was launched in 2006 
and the second phase in 2008, offering $100 million in energy efficiency loans to small- and 
medium-sized enterprises supported by the $50 million International Finance Corporation/GEF-
financed guarantee fund. Under the program, a total of 132 projects have been completed, with 
a total loan amount of approximately CNY50 billion. There have been no defaults to date.  
 
7. German development cooperation through KfW is cooperating with the Export–Import 
Bank of China on a €5 million loan with a grant to extend “Green Finance” under a Government 
of Germany Facility of the International Climate Initiative credit for energy efficiency and 
renewable energy projects. Examples of eligible energy efficiency investments include the 
replacement of inefficient industrial boilers, and the utilization of residual heat and pressure. 
With the Green Credit Lines Program, the Agence Française de Développement provides 
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financial assistance to energy efficiency projects through a credit line of €120 million involving 
three PRC commercial banks: China Merchants Bank, Huaxia Bank, and Shanghai Pudong 
Development Bank. 
 

B. Institutional Arrangements and Processes for Development Coordination 
 

8. Close cooperation among development partners has been pursued through regular 
meetings. ADB has established working relationships with the World Bank and other multilateral 
and bilateral agencies in addressing policy issues and coordinating lending and technical 
assistance operations. Both ADB and the World Bank emphasize the importance of energy 
efficiency improvement, promotion of clean energy, environmental protection, and a greater role 
for the private sector in clean energy financing. Annual aid coordination meetings are held in 
Beijing to share strategies. Given the increasing involvement of both ADB and the World Bank 
in supporting energy efficiency improvements in the PRC, there is a need for further 
collaboration and coordination at the sector level to ensure that the development partner 
assistance is effectively and efficiently utilized.  
 

C. Achievements and Issues 
 

9. The multilateral development banks (MDBs), including ADB, have taken several 
initiatives to mobilize financing to industrial energy efficiency projects. The initial attempts of 
MDBs3 were mainly focused on promoting energy management companies to provide technical 
and financial resources for energy efficiency improvements in small- and medium-scale 
industrial enterprises. The MDBs have been largely successful in targeting their limited funds to 
energy efficiency projects. However, the local commercial banks have still not mainstreamed 
energy efficiency lending because of various reasons, causing a large investment gap. There is 
an urgent need for more innovative approaches by MDBs in partnership with local commercial 
banks to scale up investments in these projects.  

 

10. The ongoing ADB energy efficiency projects in Guangdong and Shandong provinces 
and the proposed energy efficiency and emission reduction project for Hebei Province are 
separate interventions targeting a particular province. There is no explicit link between these 
projects and the financial intermediary, and the implementation arrangements at provincial level 
are different in each project. This has resulted in longer preparation time for these projects. 
Because of the distinct nature of the abovementioned projects, the ADB loan resources are 
separately allocated and programmed. This may cause uncertainty and lack of predictability with 
regard to the timing of ADB’s lending interventions. 
 

D. Summary and Recommendations 
 

11. It is important to enhance the role of the financial intermediary with respect to subproject 
selection, appraisal, and approval. This would also encourage the commercial banks to assume 
the credit risk of energy efficiency projects and increase the cofinancing of energy efficiency 
projects. There is also an urgent need for risk sharing products to share the credit risk of lending 
to energy efficiency projects without recourse to fixed asset collateral.  

                                                      
3
 World Bank. 1998. Energy Conservation Project. Washington, DC; and World Bank. 2002. Energy Conservation 
Project Phase II. Washington, DC. 


