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Implementation of Pollution Control
Targets in China: Has a Centralized
Enforcement Approach Worked?

Xuehua Zhang”

Abstract

The scholarly work on China’s environmental regulations in the context of
“central-local” relations is dominated by the preference for a centralized
approach. This article examines a centrally imposed and executed verifica-
tion programme of locally reported pollution data, a rare and sustained cen-
tral effort to enforce an environmental policy, namely the national pollution
reduction target system. The programme was established in 2007 to curtail
perceived widespread data falsification and to enhance the quality of emis-
sion data, the basis for assessing local compliance with targets. Based on
an analysis of official documents and interviews with environmental officials
and industry representatives, this article found that the verification pro-
gramme appears to have reduced the overreporting problem with emission
data, enhanced local monitoring and enforcement capacity, and to a certain
degree deterred violations due to the increased frequency of national and
local inspections. Nevertheless, significant challenges remain. Verification
is highly resource intensive, it has involved little external oversight and pub-
lic participation, the central authority has exerted significant yet unchecked
discretionary powers, and poor data quality has remained an issue. Over
time, the verification programme appears to have turned into essentially a
“numbers game.” All those challenges indicate that a centralized enforce-
ment approach is arguably ineffective in addressing China’s long-standing
problem of weak environmental policy implementation. This study also
sheds lights on the classical “principal-agent” theory in the study of public
bureaucracy. Not only does the principal distrust the agent, which is the
main concern of the theory, but the agent also distrusts the principal.
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In the academic study of regulation, scholars do not agree on whether a centra-
lized or a decentralized approach is preferable.! One notable exception, however,
is environmental regulation wherein the general consensus has been that centra-
lized regulation works better than decentralized approaches.? It is widely
acknowledged that China’s environmental problems lie in weak implementation
hampered by “local protectionism” (difang baohuzhuyi ¥77 {3 3= X).3 Existing
studies have found that the delegation of key enforcement powers to local envir-
onmental protection bureaus (EPBs) that are funded and managed by local gov-
ernments has led to local protectionism which promotes local economic growth at
the expense of damaging the local environment and thus leads to enforcement
failure. The proposal to centralize regulatory powers, particularly putting local
EPBs under the direct leadership of the Ministry of Environmental Protection
(MEP), has long been discussed in environmental agencies and among scholars
but has not yet been implemented.*

What has not been discussed as much is the centralized or direct enforcement
of environmental regulation by MEP. The MEP is generally in charge of drafting
policies, setting standards, and making plans.> Direct MEP enforcement has usu-
ally been in the form of campaigns that have generated notable but short-term
effects.® In 2007, however, MEP introduced a verification programme that
aimed to enforce the mandatory pollution reduction targets specified in the
11th Five-Year Plan (FYP). The verification programme has been primarily
implemented by MEP’s six newly established regional supervision centres and
is probably the first sustained effort by MEP to directly enforce an environmental
policy. As such it provides an excellent case study for understanding the mechan-
ism and effects of central enforcement of environmental policy in the Chinese
context.

The importance of binding targets written into the environmental FYPs cannot
be overstated as they have increasingly played a critical role in China’s efforts to
address its environmental problems.” The existing literature on the subject has
focused on the entire targeting process including selection, allocation, implemen-
tation, and verification.® The studies point out that enormous efforts have been
made to reduce emissions, but there are many loopholes. Examples are target
rigidity, the cyclical behaviour of local officials, poor data quality, and the
absence of an independent monitoring agency.” Many of those problems can
be linked to the weak implementation of the target programme. In her
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examination of the environmental target system,!? Kostka concludes that “bind-
ing environmental targets ... can be more accurately described as ‘command
without control’ as the target-setting central agency does not exercise a high
degree of control over implementation and monitoring processes.”

This article examines the design, process, and outcomes of the verification pro-
gramme. By obtaining a high degree of central control over the implementation
and monitoring of the target system, the programme represents MEP’s major
effort to address the data falsification that has widely been identified as the
key problem in meeting targets at the local level.!! Through an in-depth empirical
analysis of how the verification programme was designed and executed, this study
closes a gap in the existing literature on China’s target system by examining a
rare, centralized, direct enforcement programme and thus provides useful insights
into the central versus local enforcement debate and also sheds lights on the
principal-agent model widely employed to examine the relationship between pol-
itical authorities and bureaucrats in the study of public bureaucracy.

The primary data used in this article are official documents and in-depth inter-
views with national and local government officials, researchers and managers of
enterprises.!? A relatively developed province (referred to as A) and another less-
developed province (B) were chosen as the two fieldwork sites in order to cover
probable regional variations. Localities in developed and less-developed regions
were expected to have different practices and to face different challenges in veri-
fying pollution reduction. The field research took place mainly from 9-23 July
2010 and included two brief follow-up field trips — from 21-23 December 2013
and from 11-13 December 2015 — to Province B.!3 Thus, the discussion in this
article primarily reflects the situation from 2007 to 2010, but the follow-up inves-
tigations indicated that the core elements of the verification process have
remained the same since 2010.

The analysis of official documents and interview notes reveals that the central
environmental authority has exerted a high degree of control in monitoring pol-
lution reduction targets and in verifying emission data. The six regional supervi-
sion centres under the direct leadership of MEP have played both a critical and
an intermediary role in verification. To a certain degree, the implementation of
the programme increased the difficulty for localities to overreport emission
data, enhanced local monitoring and enforcement capacity, and appeared to
have deterred violations due to the increased frequency of national and local

10 Kostka 2015, 1.

11 CEW 2010; Wang 2013; Ran 2013; Kostka 2015.

12 During field research, the author discovered that the implementation of the pollution reduction targets,
particularly verification of emission data, was indeed a sensitive topic. As a result, access to MEP offi-
cials was not obtained; instead, the author managed to interview a few Chinese researchers who worked
closely with MEP on designing and implementing the verification program during the first field
research.

13 During the follow-up field research, the author had a rare opportunity to observe a national team con-
ducting an end-of-year national verification. Though interviews with the national team members were
not granted, the observation itself provided useful insights.
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inspections. Nevertheless, significant challenges remain as the process has been
highly resource-intensive and has involved little public participation and over-
sight, and as MEP has exerted notable yet unchecked discretionary power in
determining local compliance with binding reduction targets. Over time, the veri-
fication programme appears to have turned into a “numbers game,” which indi-
cates mutual distrust between MEP and local EPBs. All those challenges suggest
that central enforcement has arguably failed to achieve its original goal of genu-
ine compliance with pollution reduction targets through improved data quality.
Thus, the effectiveness of a central approach to address China’s chronic problem
of weak policy implementation is not well supported empirically in this study.

The rest of this article first describes the design of the verification programme
including an analysis of the rationale behind its launch. It then elaborates the
verification process as well as the central and local strategies involved followed
by an analysis of the main outcomes and challenges. The article concludes
with a summary of main findings and a brief discussion of theoretical implica-
tions for the central-local relations and principal-agent theory.

Design of the Verification Programme

The verification programme discussed in this article was initiated by MEP to
address the problem of data falsification in implementing pollution reduction tar-
gets. The main objective of the programme was to improve data quality to provide
a reliable basis for evaluation. One of the core elements of China’s pollution reduc-
tion target system is the target responsibility system whereby local government lea-
ders and managers of key enterprises are held responsible for achieving targets, yet
this has not appeared to help the verification programme to achieve its goal. This
section presents the FYPs and related reduction targets, the responsibility system,
and the principles and implementing agencies of the verification programme.

Five-Year Plans and targets

A core component of China’s environmental regulation is the environmental
FYPs. China has enacted numerous environmental laws and, more importantly,
has relied on state planning in its environmental governance.!4 At the centre of
state planning are the overall FYPs for social and economic development.
Each FYP is released at the annual joint meeting of the National People’s
Congress and the Chinese People’s Political Consultative Conference in March
of the first year of the five-year cycle. The FYP establishes general goals and pri-
orities and also spells out specific targets with timelines. In recent years, the key
targets have increasingly included mandatory environmental protection and
energy conservation.'> Following the release of the general FYPs, MEP, the

14 Young et al. 2015.
15 This article examines only the pollution reduction targets.
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highest environmental administrative body in China, develops its own environ-
mental FYPs. The concept of total emission control, which aims to control the
quantity of pollutant discharge (not the concentration of pollutants), was initially
proposed during the 8th FYP (1991-1995). It has been translated into numerical
reduction targets since the 9th FYP.!¢ National targets are proposed by MEP and
approved by the National People’s Congress. Table 1 shows the major pollution
reduction targets set in the 10th, 11th, and 12th FYPs. These targets were largely
aspirational until the 11th FYP when they became binding agreements with pro-
vincial governors and managers of major state-owned enterprises.!’

Once national targets are officially issued, the central authority negotiates with
provincial governors and managers of major state-owned companies to reach
mutually agreed targets.!® Most provinces end up with targets equivalent to
the national ones, while a few provinces receive notably higher or lower targets.
The allocation of provincial targets to lower-level governments within a province
is also a negotiating process, though they have less say in it. Some cities do not
further allocate targets to counties or city districts; instead, city EPBs work dir-
ectly with county EPBs and major factories to identify reduction projects in order
to ensure targets are met.!?

Although pollution reduction targets were officially written into the FYP and
implemented during the 10th and 11th plans, the outcomes were sharply differ-
ent. As part of the 10th FYP (2001-2005), the central government called on pro-
vincial governments to reduce SO, emissions to an average of 10 per cent below
2000 levels; however, during this period SO, emissions instead increased by
approximately 28 per cent.?? In the 11th FYP (2006-2010), the government
again set a goal to reduce SO, emissions by 10 per cent below 2005 levels, and
this time total emissions declined by approximately 14 per cent by the end of
2010.2! Scholars have identified several important political and economic factors
contributing to the successful achievement of reduction targets during the 11th
FYP;?2 the verification programme introduced in 2007 played a critical role.

The verification programme was created in 2007 to address the widely observed
falsification of emission data reported by local governments. According to a top
MEP official in charge of the programme’s design, MEP faced great difficulties in
verifying self-reported reduction data during the first year of the 11th FYP.23 In
general, data falsification has taken place on two levels. One is at plants where
regulated parties have adopted a variety of strategies to create data that meet
local EPB requirements on paper without investing in pollution control facilities

16 Wang 2013.

17 Schreifels et al. 2012.

18 For an in-depth analysis of the target allocation process, see Kostka 2015.

19 Interviews with provincial B EPB official, July 2010, city EPB official of Province B, July 2010, and
provincial A EPB official, July 2010.

20 NSB 2004, 2010.

21 NSB 2010.

22 E.g. Schreifels et al. 2012; Price et al. 2011.

23 CEW 2010.

https://doi.org/10.1017/50305741017000959 Published online by Cambridge University Press


https://doi.org/10.1017/S0305741017000959

754 The China Quarterly, 231, September 2017, pp. 749-774

Table 1: Major Pollution Reduction Targets of the 10th, 11th and 12th Five-Year
Plans

Year Targets

10th FYP (2001-2005) Reduce SO, emissions to 10% below the 2000 baseline year
Reduce COD by 10%

11th FYP (2006-2010) Reduce SO, emissions to 10% below the 2005 baseline year
Reduce COD by 10%

12th FYP (2011-2015) Reduce SO, emissions to 8% below the 2010 baseline year
Reduce NOx emissions by 10%
Reduce COD by 8%
Reduce ammonia nitrogen by 10%
Reduce CO, emissions per 10,000 yuan of gross domestic product

by 20%

Note:
CO, = carbon dioxide, COD = chemical oxygen demand, NOx = nitrogen oxide, SO, = sulfur dioxide

or without operating existing facilities to avoid incurring substantial operational
costs. Starting in 2007, MEP required all major polluting sources to install con-
tinuous emission monitoring systems known as CEMS so that emission data
would be automatically generated and provided to local EPBs and MEP, but
studies have found widespread manipulation of CEMS operations throughout
the nation.2* The second level of data falsification is at local EPBs themselves.
MEP observed that local EPBs usually padded baseline emissions in order to
facilitate achieving reduction targets in subsequent years. Each year during an
FYP cycle, localities underreported new emissions and overreported reductions
by working closely with the key polluting sources. Local EPBs were also reported
as turning a blind eye to the enterprises falsifying data. It has become essentially
impossible for MEP to investigate the more than one hundred thousand sources
included in the yearly environmental statistical books that are the main subjects
of the reduction targets.?>

This difficulty in verifying reports and data has been well documented in the
literature.2® The central authority acknowledged that an important foundation
for achieving reduction targets was reliable emission data. In order to enhance
data quality and to effectively curtail data falsification, MEP (then the State
Environmental Protection Agency) issued a set of documents in November
2007 introducing new statistical, monitoring and verification methods.?’ Since
then, a verification programme has been implemented from the central authority
to provincial, city, and county/city-district authorities throughout the nation.

24 E.g. Zhang and Schreifels 2011.

25 CEW 2010.

26 E.g. Minzner 2006; Dimitrov 2009; Van Rooij 2006.
27 CEW 2010.
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The target responsibility system

In principle, the main target of the verification programme should be local leaders
and managers of key polluting sources. One of the key features of the national tar-
gets is the target responsibility system (mubiao zerenzhi H#H537/EH) that holds
local leaders accountable for their implementation.?® The responsibility system
was first proposed in the 11th FYP. Provincial leaders and managers of key
national enterprises that were assigned mandatory targets were to be held account-
able for meeting those targets. According to the article “General Work Plan for
Energy Conservation and Emission Reduction,”?® compliance with conditions to
meet assigned targets is a key component of the comprehensive performance eva-
luations of local leaders and enterprise managers. If they fail to achieve these
so-called “veto targets,” they are not eligible for any annual bonuses or “advanced
leader” titles. Furthermore, they might risk losing promotion opportunities or even
jobs.

Historically, exceptionally important targets under the Chinese Communist
Party responsibility system are often designated “priority targets with veto
power” (foujue xing zhibiao 75 Y14FE#xR). Failure to attain these targets unilat-
erally cancels out all positive work performance in other fields, however success-
ful, in the comprehensive evaluation at the end of the year.3? The “priority targets
with veto power” designation is reserved in principle for a limited number of tar-
gets identified by higher-level Party authorities as critically important. Veto tar-
gets are often political, and their achievement constitutes the basis for personnel
decisions.

Scholars studying China’s cadre evaluation system point out that higher-tier
authorities’ heavy use of strict and collective liability has led to problematic
behaviour among local officials.3! In particular, Minzner concluded that strict,
collective and vicarious liability is an institutional response to pervasive informa-
tional gaps and principal-agent problems in the Chinese bureaucracy.’? Minzner
argues that strict liability for success or failure in meeting targets, particularly
“veto targets,” is itself the cause of many of the governance problems that the
central authorities seek to address. The system promotes selective and distorted
policy implementation, particularly in the absence of effective, bottom-up institu-
tional channels for civic participation. Similarly, Edin argues that the system can-
not cope with more than a few state goals simultaneously, especially when those
goals conflict, and thus leads to selective and often dysfunctional policy
implementation.3?

28 Kostka 2015.

29 Xinhua Net 2007.

30 Minzner 2009.

31 Edin 2003; Minzner 2009.

32 Minzner 2009. Ran reached a similar conclusion (Ran 2013).

33 Edin 2003. Edin’s conclusion that the Chinese Party-state has the capacity to implement its priority pol-
icies requires, in my assessment, empirical examination.
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Interviews with local EPB officials in this study revealed that the local leaders
to be held responsible for the pollution reduction targets were administrative lea-
ders, not Party leaders.3* For example, in Province A, mayors and vice-mayors in
charge of reduction targets are held responsible for failing to meet them,33 but the
director and vice-director of the provincial EPB are also held responsible while
the Party leaders at each level of government and within respective agencies
are exempt. The interviewees believed that the reduction targets were government
ones in nature so only government leaders were to be held accountable for their
achievement.3¢

Perceptions as to whether the veto target responsibility system genuinely
affected the behaviour of local governments were divided. An EPB interviewee
recalled that a mayor told the EPB director and vice-director that all of them
would share the consequences if the city failed to meet the targets and the
mayor himself were to be held accountable for its failure.3’” During the 11th
FYP, many provinces had established a warning system under which the gov-
ernor asked the key leaders of a city or county to come in for a face-to-face dis-
cussion if the city or county appeared to be slow in making progress on meeting
the targets. Such a discussion was considered an oral warning or reprimand,38
and the list of the leaders warned was often released to the public. Both
approaches intended to increase pressure on local officials to ensure the realiza-
tion of the annual and five-year targets.

On the other hand, a provincial EPB official pointed out that the real concerns
of most mayors and county magistrates with regard to their career prospects were
still gross domestic product (GDP), local revenue, and investment in fixed
assets.3? Kostka had similar findings in Shandong province. A county magistrate
interviewed in this study once openly said that he valued these three targets most
and told other agencies to take care of the rest.** Many local leaders still believe
that GDP and revenue have the biggest effects on their career prospects. They
acknowledged the importance of the pollution reduction targets and thought
that some leaders would be singled out for failure and thus removed from their
positions by the end of the 11th Five-Year Plan period, so they were making
great efforts to ensure that they would not be the ones punished.*!

34 Interviews with provincial B EPB official (1), July 2010, provincial B EPB official (2), July 2010, city
EPB official of provincial B, July 2010, city EPB official of provincial A, July 2010, provincial A
EPB official, July 2010.

35 The “Rules on the Energy-Conservation and Emission-Reduction Target Responsibility System for
Administrative Officials in Province A,” issued on 10 June 2010. The document is on file with the
author.

36 Interviews with provincial B EPB official (1), July 2010, provincial B EPB official (2), provincial A EPB
official, July 2010. There has been widespread criticism about not holding Party secretaries, the most
powerful official in a locality, accountable. The proposal of shifting the responsibility to both local
administrative and Party secretaries has been discussed.

37 Interview with provincial B EPB official (1), July 2010.

38 Interviews with provincial B EPB official (1), July 2010, provincial B EPB official (2), July 2010.

39 Interview with provincial B EPB official (1).

40 Kostka 2015.

41 During the follow-up field trip in 2013, a provincial B EPB interviewee claimed that as far as he could
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Although the rules stipulate that local leaders are responsible for meeting tar-
gets, the process of central verification discussed later in this article illustrates that
implementation has primarily fallen on local EPBs. In other words, verification
has essentially become a top-down check within the environmental
administration.

Principles and supporting rules of the verification programme

The principles and rules of the verification programme were drafted to address
concerns about data quality; its focus was to limit the room for data falsification
and thus promote genuine compliance. As mentioned previously, in the begin-
ning of the 11th FYP, MEP faced great challenges in obtaining reliable emission
data from provinces. By the end of 2006, MEP had estimated a national increase
of 1.2 per cent in the results of the COD (chemical oxygen demand) test and of
1.8 per cent in SO, levels instead of the 2 per cent reduction in both required in
the FYP.42 However, as the Director-General of MEP’s total emission control
department recalled, all provinces reported a decrease in both for the same per-
iod. Some even claimed a reduction of 10 per cent, completing the five-year target
in the first year.*> While such high rates in any given year were very unlikely,
MEP could not detect deliberate fraud during on-site investigations in early
2007 as the ministry lacked effective approaches to examine pollution statistics
and to inspect the pollution control facilities of over 100,000 enterprises.**
MEP was genuinely concerned that if the trend continued, the 11th FYP reduc-
tion targets would not be fulfilled and would eventually become a “numbers
game.”

In November 2007, MEP (with the approval of the State Council) issued three
official documents that formed the backbone of the national verification pro-
gramme.*> “Statistical Methods for Total Emission Reductions of Major
Pollutants” specifies the agencies, types of polluting sources, and calculating
methods for preparing quarterly and annual reports. “Monitoring Methods for
Total Emission Reductions of Major Pollutants” regulates how local environ-
mental monitoring stations monitor polluting sources to ensure data accuracy.
It involves both automated (CEMS) and manual (monitoring work by local
EPBs) activities. “Evaluation Methods for Total Emission Reductions of
Major Pollutants” describes the subjects, contents, methods and procedures

footnote continued

recall, no local government leaders were punished for failure. He believed this was due to the achieve-
ment of the national pollution reduction targets. This makes it difficult to evaluate the real effects of the
responsibility system.

42 CEW 2010.

43 CEW 2010.

44 CEW 2010.

45 The information in this paragraph is drawn from TEC (2008).
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involved in assessing progress on meeting annual reduction targets. The core ele-
ments are the national verification programme and the cadre evaluation system
linking the completion of targets to promotions or dismissals of local government
leaders — the target responsibility system. MEP also developed a set of detailed
accounting and verification methods to make the three documents operational.
Subsequently in the 12th FYP, the three were consolidated and revised into
two main documents. The statistics and monitoring requirements provided the
basis for national verification.

The general principles governing the statistics, monitoring and verification of
reduction targets during the 11th FYP are “downplaying the baselines” (danhua
Jishu IRACIEEL), “clearly counting new emissions” (suanging zengliang HiE 1 &),
and “accurately verifying emission reductions” (hezhun jian liang % HEIRE).40
First, MEP believed that the provincial 2005 emission baselines were widely over-
reported. Basically, provincial governments padded annual emissions for the last
year of a given FYP in order to have reduced targets that could be reached easily
in the following FYP.47 The new statistical methods focused on clearly counting
new emissions and reductions. The baselines were no longer critical.

Second, a GDP-based factor was a key concept that MEP introduced by which
to measure new emissions clearly. Among the three sets of emission data obtained
from EPB monitoring, mass balance estimates, and emission factor estimates,
MEP always chose the highest number as the new emission level of an enterprise
and a locality for a given year.*® For new SO, emissions, MEP estimates for a
province were based on increased coal consumption data that came from provin-
cial statistical bureaus because an increase in local GDP leads to an increase in
coal consumption. For COD, MEP used COD per unit of GDP and GDP
increases to calculate new emissions from the industrial sector. It also adopted
a COD-generating factor (COD per urban resident) to calculate new emissions
from residential areas. The introduction of these GDP-based emission factors
was intended to link new emissions in a province to an increase in its GDP:
the higher the GDP, the more new emissions expected. In principle, a locality
could no longer claim a high GDP growth rate while reporting a small amount
of new emissions.

Third, to ensure accurate and reliable reduction data, MEP established a pri-
marily project-based accounting and verification system.*® Specifically, accept-
able reductions were to consist of (i) project-generated reductions from
building specific pollution treatment facilities; (ii) structural reductions by closing
down small, heavy-polluting enterprises, production lines, and facilities identified
by the central authority; and (iii) supervision-led reductions, e.g. those fully
recognized if no violations were uncovered through inspections. Examples of

46 TEC 2008.

47 Interview with central-level researcher, Beijing, July 2010.
48 Interview with city EPB official of provincial A, July 2010.
49 TEC 2008.
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reduction projects are urban wastewater treatment plants and desulphurization
projects in coal-fired power plants and other enterprises. An example of a
supervision-led reduction is the one generated from implementing a higher pollu-
tant discharge standard. A locality that raised its COD standard from the 100
milligrams/litre national standard to a stricter standard of 60 milligrams/litre
would receive reductions estimated from the enhanced standard.

To increase the operational rate of pollution control facilities, MEP introduced
a supervision factor during the 11th FYP and further improved the formula for
determining its value for a given polluting source during the 12th FYP.% In gen-
eral, a supervision factor is used to estimate total “abnormal” emissions dis-
charged by individual polluting sources. Those that originally would have been
counted as reductions would then be counted as a part of total emissions. For
example, all the reductions claimed by polluting sources were effectively can-
celled and turned into new emissions instead if non-operational or faulty pollu-
tion reduction facilities were uncovered more than twice. In the 12th FYP, the
value of supervision factors was determined by a sophisticated formula involving
the compliance rate revealed by national and local monitoring and supervisory
activities.>!

In addition, MEP issued the “Verification Methods for Total Emission
Reductions of Major Pollutants during the 11th Five-Year (Trial)” and the
“Detailed Accounting Rules for Total Emission Reductions of Major
Pollutants” in 2007 to guide the verification of emission reductions. The docu-
ments specify how emissions are to be counted and verified and what types of
emission reductions are not to be counted. For example, reductions generated
from closing down small enterprises and facilities that were not in the polluting-
source inventory of previous environmental statistics would not be accepted.
Also, emission reductions generated from a newly established wastewater treat-
ment plant by a local government that had failed to implement a policy for col-
lecting wastewater treatment fees were not acceptable.

Notwithstanding MEP’s deliberate downplaying of emission baselines, in prac-
tice the influence of the 2005 baseline data was enormous and thus hard to
ignore.>? Each province had agreed to improve its COD results and reduce its
SO, emissions by a certain percentage of its 2005 total by 2010. The absolute
reduction target was thus directly related to the 2005 baseline data. Many provin-
cial governments found that they had to meet a large reduction target while many
of their self-reported emission reductions were not recognized by the national
verification programme. The follow-up field research indicated that the verifica-
tion pattern discussed here during the 11th FYP has continued during the 12th
FYP.33

50 TEC 2008; MEP 2011.

51 MEP 2011.

52 Interviews with city EPB official of provincial B, July 2010, provincial A EPB official, July 2010.
53 Interview with provincial B EPB official, December 2013.
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Clearly, the entire set of monitoring and verification methods illustrates the
deep distrust by the central authority of local EPBs and the emission data
reported. These sophisticated methods were designed to increase the difficulty
in falsifying data locally.

Implementing regional supervision centres

Overall, the implementation of reduction targets primarily falls on MEP and
local EPBs. A new department, the Total Emission Control Department
(TECD), was established within MEP to draft relevant policies and to supervise
their implementation. Similarly, provincial, city, and county/city-district EPBs
created total emission control offices internally. MEP also has the Burcau of
Environmental Supervision directing local supervisory work related to verifying
emission reductions with direct leadership over regional supervision centres.

The key implementing agencies in charge of national verification are the six
regional environmental supervision centres established in 2006. They serve as
representatives of MEP and enjoy the administrative status of an MEP depart-
ment. A centre supervises local governments and EPBs in between three and
seven provinces or centrally controlled municipalities (i.e. Beijing, Shanghai,
Tianjin, and Chongqing). Initially, regional centres were tasked with preventing
local inaction, corruption, or dereliction of duties.>* As the national verification
programme was formally established in late 2007, the main task of the regional
centres has gradually become annual verification and routine supervision of pro-
vincial pollution reduction targets.>>

Process of Verification

The need for the verification programme originated from MEP’s profound dis-
trust of locally reported emission data and its urgent need to curtail widespread
data falsification in order to improve data quality. National, semi-annual verifi-
cation was therefore designed as the backbone of the programme to be led by
MEP initially in 2008 and by its six regional centres starting in 2009 and
onwards.

National verification focuses primarily on emission reductions generated from
specific projects and has resulted in the rejection of a notable percentage of locally
reported reductions. In general, counties (or cities if the targets are not further allo-
cated to counties) chose the reduction measures. Cities, if the targets were allocated
to counties, and provinces examined the construction and operation of those
emission-reduction projects, and MEP verified the provincial reduction data.
MEP’s regional supervision centres and EPBs at and below the provincial level

54 Moore 2011.

55 Interviews with central-level official, Beijing, July 2010, central-level researcher, Beijing, July 2010, pro-
vincial B EPB official (1), July 2010, provincial B EPB official (2), July 2010, provincial A EPB official,
July 2010.
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conducted routine (announced and unannounced), on-site inspections. The analysis
below illustrates that the entire verification and inspection process is highly
resource-intensive, and MEP and its regional centres have significant discretionary
powers at their disposal. Verification has, however, increased the frequency of
on-site inspections which appear to have deterred violations.

Semi-annual national verification>®

The purpose of national verification is to review the emission data reported by
provinces and to determine if they are acceptable. A close examination demon-
strates a high degree of control by MEP and its regional supervision centres
over the data as well as notable discretionary powers. The process usually
involves documentary reviews and on-site inspections. Each MEP regional super-
vision centre investigates the provinces/municipalities located in its geographical
area twice a year. The very first national verification took place in 2008 and was
led by MEP’s departmental directors. Starting in 2009, verification has been pri-
marily led by the directors and vice-directors of the regional supervision centres.
Every round of national verification consists of approximately 20 teams. Each
verification team is in charge of one or two provinces and contains between
seven and ten members. The team members include the staff of the regional
supervision centres, experts from the Chinese Research Academy of
Environmental Science and the Chinese Academy of Environmental Planning
(two MEP-affiliated research institutes), national experts on air- and water-
pollution control technologies, and sometimes relevant university scholars. In
general, national experts are appointed by MEP based on their availability and
vary greatly each year; there is no fixed term for them. The rest of each verifica-
tion team usually consists of the staff from each regional supervision centre.
Verification is carried out first in July and second in January; each round lasts
about half a month.

Verification generally starts with a national conference. For example, in July
2010 before the exercise began, MEP held a national television and telephone
conference to initiate the process. The then-minister Zhou Shengxian delivered
a short speech, then-vice-minister Zhang Lijun distributed the work assignments.
The lists of each verification team and detailed verification schedules were
announced during the conference. Each province then started preparing for the
arrival of a verification team. The field trip in 2010 found that some developed
provinces were not always examined by the regional supervision centres located
in their geographical areas.>” For example, MEP had arranged two regional cen-
tres on the east coast to cross-check provinces under their respective jurisdictions.

56 The discussion in this section is largely drawn from the interviews with a central-level researcher in
Beijing in July 2010 and a central-level official in Beijing in July 2010 unless otherwise noted.
57 Interview with provincial A EPB official, July 2010.
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When the verification team arrives, the province convenes a conference. The meet-
ing begins with an oral report by a provincial government leader (usually a vice-
governor or the director of the provincial government office at that time) offering
an overview of reduction progress in the province. The national experts on the
teams mentioned that many provincial leaders during the 11th FYP had become
familiar with the “Manual for the Total Emission Reduction Management of
Major Pollutants” published by MEP in addition to all relevant official documents
and rules. Once the oral report is delivered, the leader of the verification team usually
announces the procedures and emphasis of that particular round of verification work
to all the participants (most of them local EPB officials).

After the meeting, the verification team starts reviewing the emission-reduction
project inventory and all supporting documents prepared by the provincial EPB.
The team needs to examine all the documents supporting every single emission-
reduction project, e.g. government approval, inspection reports, permits for trial
operation, continuous emission-monitoring data, and monitoring reports from
local EPBs. The team also evaluates the implementing conditions of each project
and the actual emission reductions. All team members participate in reviewing
the documents, usually until midnight every day. The entire documentary review
of a province could take two to four days to complete.

The author personally observed the entire review process in 2013. Each city
EPB in the province visited sent between one and three staff members to the
meeting. During the review, all city EPB staff, together with several provincial
EPB staff, assembled in a room adjacent to the one in which the national verifi-
cation team reviewed the documents, data and any related materials. Whenever
the team had questions or needed additional information, the relevant local EPB
staff were called in to explain and/or provide it. This was also a good opportunity
for city EPB officials to share information and experiences regarding emission
reduction work amongst themselves.

Once the documentary review is completed, the team selects some projects for
on-site inspection and verification. They focus on problematic projects identified
during the documentary review and on the ones with large reported reductions.
Depending on the number of projects selected, the verification team is divided
into several small groups, and provincial EPB staff accompany them to the project
sites. The main purpose of the on-site inspection is to investigate the problems
identified in the documentary review and to uncover violations (e.g. whether a
small polluting facility was really closed or a control facility was actually operat-
ing). Those on-site inspection trips usually take several days to complete.

Some interviewees pointed out that some verification teams would hint at the
problems they discovered during the on-site inspection while others offered no
indication of any problems until the results were confirmed.’® When leaving,
the teams would not formally inform the provinces which projects and reductions

58 Interviews with city EPB official of provincial B, July 2010, city EPB official of provincial A, July 2010,
provincial A EPB official, July 2010.
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had been accepted or rejected; instead, formal feedback on each project was usu-
ally received after the verification trip, along with the results. A provincial EPB
official mentioned that all provincial EPBs sent staff in charge of reduction tar-
gets to Beijing to wait for the final results and to seek informal — usually more
comprehensive — feedback from MEP officials.>®

In fact, the TECD at MEP (sometimes with MEP’s Planning Department)
convenes experts from the national environmental monitoring centre and other
relevant ones to analyse and evaluate the provincial results submitted by the veri-
fication teams. TECD then suggests an acceptable reduction amount for each
province and consults with the regional supervision centre. The regional centres
exchange views on the TECD-proposed results in face-to-face meetings in
Beijing. It is MEP’s TECD that finalizes each province’s emission data and
sends feedback to the province. The process is intense. Many provincial EPBs
feel that they have little say in the final results of annual verifications.®® A pro-
vincial EPB vice-director said directly:

Our experience shows that the [twice a year] verification by MEP is essentially useless. The veri-
fication, in our view, follows the “thousands of reductions are less useful than one-time verifica-
tion” (gian jian buru yi suan TIE/A40—%5) principle. Each province’s acceptable reduction is
actually determined by MEP. It is proportional to the annual reduction target each province
was allocated. The acceptable amount of reduction is not correlated to the results of verification.

In their opinion, the acceptable data on reductions is not based on the reductions
actually achieved. Local EPBs believed that MEP had predetermined the amount
that would be accepted each year for a province; it was irrelevant to the reduc-
tions reported and verified. In other words, even if a province had actually sur-
passed its target, the verification team would find reasons to reject the
additional amount. As previously mentioned, MEP deeply distrusted the emis-
sion data reported by localities and believed nearly all provinces had overre-
ported their reductions. It is thus not surprising to see that national
verification has in practice turned into a process for unilaterally undercutting
the numbers provided by local EPBs by identifying errors or finding reasons to
reject some locally reported reductions.

During the 11th FYP, the annual achievement of provincial targets primarily
depended on the results of the verification in January, with the results in July
serving as reference points.®! Since the members of the two verification teams
were often different in a given cycle, the reductions acceptable in July might be
rejected in January if new problems were identified. A provincial EPB official
indicated that the mid-year verification during the 12th FYP has become more
important than it was during the 11th FYP.%2 The results are considered more
or less equivalent to the results of the end-of-year verification.

59 Interview with provincial A EPB official, July 2010.

60 Interviews with provincial B EPB official (1), July 2010, provincial B EPB official (2), July 2010, pro-
vincial A EPB official, July 2010.

61 Interview with provincial A EPB official, July 2010.

62 Interview with provincial B EPB official, December 2013.
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Routine local inspections

In addition to the verification visits, there are two types of routine inspections
that have played an important role in deterring violations. One is led by
MEP’s regional supervision centres while the other is a higher-tier EPB inspec-
tion of lower-tier EPBs within its jurisdiction. The former is oversight from the
top while the latter is a type of self-assessment to ensure problems are identified
and fixed before they are uncovered by the regional centres.

Routine inspections by the regional supervision centres take two forms: joint
inspections with provincial EPBs and independent inspections. The joint inspec-
tion is supposed to be done at least once every six months, though some regional
centres do them quarterly. The regional centres and provincial EPBs jointly
schedule each inspection. Independent inspections can be announced to provin-
cial EPBs or unannounced to local EPBs. Table 2 illustrates the types of projects
inspected and the required coverage of joint and independent inspections.

The regional centres often conduct unannounced inspections to uncover the
illegal discharge of pollutants and the non-operation of pollution treatment facil-
ities. Since the regional supervision centres are defined as “public service units”
(shiye danwei FoL5.47), they cannot directly issue a penalty for a violation.®3
Instead, they can report confirmed violations to MEP, which in turn issues an
official penalty, or they can pass along the information to provincial EPBs in
their respective jurisdictions and require that the EPBs take action. In addition,
the centres can use the number of violations uncovered to determine the value
of a province’s supervision factor which, as previously discussed, leads to an
increase in its annual new emissions and to a decrease in its level of emission
reductions accepted by MEP. This effectively cuts the reductions counted towards
the achievement of provincial targets. The regional centres usually notify the pro-
vincial EPBs of the results after inspections.

Independent inspections might encounter resistance. This study found that
regional centres often visited and inspected provinces on a monthly basis. A pro-
vincial EPB interviewee mentioned that the staff of the regional centre in the area
travelled nearly two hundred work days on average annually during the 11th
FYP period to inspect and verify reduction projects.®* Many of those visits
were not announced to the provincial EPB ahead of time, which was a cause
for concern as a provincial EPB official during the 2015 visit recalled a case
where the polluting firm refused to let the staff of a regional supervision centre
into the factory because the factory guard did not recognize the centre’s staff
and received no acknowledgement after calling the provincial EPB.° This reveals
the practical issues in conducting independent on-site investigations: without noti-
fying local EPBs in advance, officials might not even be able to enter the sites.

63 Moore 2011.
64 Interview with provincial A EPB official, July 2010.
65 Interview with provincial B EPB official, December 2015.
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Table 2: Required Frequency of Routine Inspection of Pollution Reduction
Projects by MEP’s Regional Supervision Centres

Types of Inspected Projects Required Percentage of Projects
Covered by Inspection Each Year
Joint Independent
Inspection Inspection
Newly established wastewater treatment plants and 100 230
desulphurization projects of coal-fired power plants in
a given year (construction and operational
conditions)
Existing wastewater treatment plants and 220 210
desulphurization projects of coal-fired power plants
(operational conditions)
Industrial wastewater treatment and desulphurization 230 215
projects of other enterprises and public service units
Closed enterprises, production lines and facilities 220 =10

Source:
“Verification Methods of Total Emission Reductions of Major Pollutants during the 11th Five-Year (Trial)” (issued on 16 August 2007).

The total emission control offices established within provincial, city and county
EPBs have also carried out routine inspections of reduction projects and mea-
sures; the focus of the inspections was on their construction, operation, and main-
tenance. A provincial EPB claimed that it organized an inspection led by the
provincial EPB director and vice-directors once every two months.°® Another
provincial EPB indicated that it carried out inspections on a monthly basis during
the heyday of meeting the reduction targets.®’ Such inspections usually consisted
of several teams, each team inspecting 30-40 projects. Occasionally, the provin-
cial EPB also initiated joint inspections in collaboration with other government
agencies, e.g. the Provincial Supervision Bureau, Housing and Urban-Rural
Development Bureau, Statistical Bureau, and Development and Reform
Committee.®® Unlike the national verification and on-site inspections, provincial
EPB inspections did not review documents or verify emission data. Again, the
main motivation for the higher-tier EPBs to inspect lower-level entities was to
uncover and resolve problems with reduction projects and to ensure the comple-
tion and proper operation of the projects before the national verification teams
arrived. In other words, the provincial EPBs wanted to decrease the chance of
having their reductions rejected by national verification.

City EPBs usually inspected the emission-reduction projects before and after
the provincial inspection. They also organized regular inspections to examine
the achievement of county reduction targets. The director of a city EPB’s total
emission control office told me that his office checked wastewater treatment

66 Interview with provincial B EPB official (2), July 2010.
67 Interview with provincial A EPB official, July 2010.
68 Interview with provincial B EPB official (2), July 2010.
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plants once every ten days, inspected key polluting sources once a month, and
released the inspection results to the counties in his jurisdiction once every two
months.% All those efforts were intended to spot and solve problems and helped
the lower-tier EPBs to complete their reduction tasks.

In addition to the inspections organized by local EPB total emission control
offices, EPB environmental supervision stations (a subsidiary designated for
on-site inspection) also inspect reduction projects as part of their routine work.
Interestingly, the newly established EPB total emission control offices have devel-
oped their technical capacity for inspecting pollution control facilities and have
been primarily in charge of the on-site inspections of those facilities. In fact,
they claim that they have developed a higher technical capacity than the staff
of environmental supervision stations.”®

The extensive on-site inspections of pollution reduction projects by central and
local environmental authorities increased opportunities to catch violations and,
to a certain degree, could have deterred polluting sources, thus enhancing target
achievement. Many enterprises found they had been inspected by an environmen-
tal authority once every three to five days since 2008. The manager of a
state-owned sugar plant claimed that in 2009 alone he had received COD- and
SO,-related inspections twice a week on average, which was significantly more
than the routine inspections he received before 2009.7' He claimed that the fre-
quent inspections since 2008 had effectively prevented the illegal discharge of pol-
lutants, usually a result of the non-operation of pollution control facilities. In his
view, frequent inspections, to a certain degree, had increased the probability that
enterprises would be caught discharging illegally, and thus had forced them to
comply with environmental requirements.

It is important to note that national and local inspections exclusively focused
on specific reduction projects rather than on all polluting sources. Those projects
generally included: wastewater treatment plants; small, heavy-polluting sources
requiring to be shut down; pollution control facilities installed on key polluting
sources (most likely state-owned enterprises); and large private companies.
Numerous medium-sized and small firms in municipalities and counties were
not included, which is indicative of the limited coverage of the national verifica-
tion programme.

Outcomes and Challenges

The intensive national verification programme’s exclusive focus on specific pro-
jects has left little room for local EPBs to overreport reductions; MEP and its
regional centres have thus exerted significant discretionary power in the process
and in determining the results. The growing frequency of on-site inspections has

69 Interview with city EPB official of provincial A, July 2010.
70 Interview with provincial A EPB official, July 2010.
71 Interview with plant manager of provincial B, July 2010.
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enhanced the probability that violations are caught, and thus might have
enhanced compliance of enterprises included in the verification programme. It
is worth noting that this compliance is still one-time in nature, meaning that a
polluting source is defined as in compliance at the time it is inspected. Strictly
and technically speaking, steady, continuous compliance would be 24 hours a
day, 7 days a week, and 12 months a year. The sustained achievement of pollu-
tion reduction targets by nature demands steady and continuous compliance. As
the previous discussion demonstrates, the top-down verification programme has
not necessarily led to this type of compliance.

Another main outcome has been improved capacity in local monitoring and
inspection. MEP has organized a number of national training workshops for
the regional supervision centre and provincial EPB staff focusing primarily on
the technical aspects of verification and supervision.”> When there were seats
available, some provincial EPBs asked MEP permission to bring EPB staff
from their key cities. Many provincial EPBs also organized similar training work-
shops for the city and county EPB staff within their jurisdictions. Many intervie-
wees mentioned that the technical capacity of EPB staff in charge of
implementing the reduction targets had improved as a result of the intensive
training and on-site supervision.”> However, as Kostka cautioned,’ technical
training is still badly needed for the operators of pollution treatment plants
and the CEMS installed at the facilities.”

Both the central and local governments made a notable financial investment in
building local capacity in environmental monitoring and inspection, with a focus
on the purchase of monitoring instruments and vehicles as well as on staff train-
ing. A national expert mentioned that approximately 7 billion yuan had been
allocated to local EPBs since 2006 for the 11th FYP period.”® Wong and
Karplus found that transfers to local governments earmarked for energy saving
and environmental protection from the central government were 170 billion
yuan, equal to 50 per cent of the total national budgetary expenditure in that cat-
egory in 2013.77 Moreover, starting in 2009, the central government permitted
each province to use local environmental special funds (based on pollution levies
collected) primarily for environmental monitoring and supervision. In recent
years, the utilization of state-appropriated funds has usually required local
matching funds. As a rule of thumb, the ratio of central to local funds was
1:1.5 for the eastern region during the 11th FYP, 1:1 for the central region,

72 Interview with central-level researcher, Beijing, July 2010.

73 Interview with provincial B EPB official (1), July 2010, provincial B EPB official (2), July 2010, city
EPB official of provincial A, July 2010, provincial A EPB official, July 2010.

74 Kostka 2015.

75 A couple of EPB officials also made the similar comments: provincial B EPB ofticial (2), July 2010, pro-
vincial A EPB official, July 2010.

76 Interview with central-level researcher, Beijing, July 2010.

77 Wong and Karplus 2017.
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and 1:0.5 for the western region.”® In reality, local matching funds provided by
provinces varied greatly across the regions.

This financial support has allowed local EPBs to recruit additional staff and to
cover the costs associated with implementing the reduction target system. A city
environmental monitoring station received about 26 million yuan for improving
its oceanic monitoring capacity in 2009 alone.” A provincial EPB was given six
new official positions that were covered by government funding for the newly
established total emission control office.8% Some city EPBs were able to obtain
three or four official positions for managing emission-reduction work. These
increases in the number of official positions were significant, given the overall
national policy of downsizing local bureaucracies.

Notwithstanding the positive effects the verification programme has had on
reductions, some fundamental problems exist. One is that with the significant dis-
cretionary power exerted by MEP and its six regional centres, the programme
appears to primarily target provincial EPBs and not the local governments as
specified in the target responsibility system. This is well illustrated by the low
acceptance rate of locally reported reductions. Again, many interviewees con-
cluded from their experience that MEP had predetermined the amount of reduc-
tions that could be recognized in a given year; this was correlated to each
province’s annually allocated targets.8! Since the verification teams could easily
identify problems with the reduction projects (to a certain degree they had to),
the percentage of self-reported reductions rejected by MEP was notably high
across the regions.®? During the 2010 field trip, it was widely believed that a rejec-
tion rate of 50 per cent in a given year was not uncommon for a locality (city or
county); in some localities, the rejection rate was as high as 70 per cent.33 A
national expert believed that MEP had used the verification process to “offset
the previous reduction bubbles,” i.e. the padded 2005 emission baselines.®* As
a result, the overreporting problem has been curtailed significantly, but the over-
all quality of emission data has not necessarily improved.

The discretionary power exerted by MEP is also evident in the inconsistent
implementation of the verification process across regions. For example, some
EPB interviewees mentioned that the reductions rejected in the previous year

78 Interview with provincial B EPB official (1), July 2010.

79 Ibid.

80 Interview with provincial A EPB official, July 2010.

81 Interviews with provincial B EPB official (1), July 2010, provincial B EPB official (2), July 2010, city
EPB official of provincial A, July 2010, provincial A EPB official, July 2010.

82 The provincial A EPB official identified the following common conditions under which reported reduc-
tions might be rejected by the national verification team: 1) illegal discharge of pollutants uncovered dur-
ing on-site inspections; 2) reductions generated from closing small enterprises because they should have
been closed by 2000 under the national “Closing Fifteen Small” (enterprises) policy; 3) failure to achieve
continuous compliance with the emission standards discovered during national verification; 4) reductions
reported by enterprises that were not included in the previous environmental statistics; and 5) reductions
generated from an enterprise whose discharge failed to meet the related national standards.

83 Interviews with provincial B EPB official (1), July 2010, provincial B EPB official (2), July 2010, city
EPB official of provincial A, July 2010, provincial A EPB official, July 2010.

84 Interview with central-level researcher, Beijing, July 2010.
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could be resubmitted for consideration and verification in the following year,
while others complained that those reductions could not be resubmitted.®> The
interviewees in one region complained that MEP merely recognized the reduc-
tions generated from the enterprises that were already in compliance, while the
interviewees in another region said MEP had accepted the reductions from
many enterprises whose emissions exceeded the discharge standards.

The low acceptance rate raises an interesting question: why has MEP been so
strict and selective in accepting emission reductions? The then-Director-General
of MEP’s TECD believed that MEP was truly concerned about the real effects of
local reduction efforts and wanted to reduce data falsification, while the sophis-
ticated accounting and verification methods had made it difficult for local EPBs
to overreport the amount of reductions.¢ Several local EPB officials repeatedly
complained that MEP had deliberately made it difficult for local governments to
meet the targets.®” Another probable explanation might be related to the target
responsibility system, under which MEP is the implementing agency for the
FYP reduction targets but is not held directly responsible for failure to meet
the targets by the end of an FYP cycle.

Another main problem with the verification programme is a lack of external
oversight. The only audit on the reduction target system that also included the
energy-saving targets was conducted by the National Auditing Bureau.®® In all,
18 provinces were selected for auditing from 2009 to 2010. The audit, which
could take up to six months to complete in one province, covered every aspect
of the target system involving all relevant agencies and organizations. So far,
this has been the only systematic, third-party check on target achievement, but
it is unclear if and how this might affect the verification performed by MEP
and its regional centres, as national auditing of any kind is conducted discretely
and the results have not been disclosed to the public. In this regard, the verifica-
tion programme has remained largely an internal check of the environmental
administrative system and has not involved meaningful external oversight and
public participation.

The above-mentioned problems raise concerns about the sustainability of the
verification programme and whether it could truly improve data quality in the
long run. As the detailed verification methods and process presented in this
study illustrate, the overreporting of emission reductions on paper has decreased,
but steady, continuous compliance might not have been achieved. Local EPBs
have come to realize that verification has largely become an internal check

85 Interviews with provincial B EPB official (2), July 2010, city EPB official of provincial A, July 2010,
provincial A EPB official, July 2010.

86 CEW 2010.

87 Interviews with county-level EPB official, July 2010, provincial B EPB official (1), July 2010, provincial
B EPB official (2), July 2010, city EPB official of provincial B, July 2010, city EPB official of provincial
A, July 2010, provincial A EPB official, July 2010, provincial B EPB official, September 2010.

88 Interviews with city industrial and information official of provincial A, July 2010, and provincial B EPB
official (1), July 2010.
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between MEP and lower-tier EPBs and that it is totally up to MEP to determine
what reduction data are acceptable; there is already an indication that many
localities have gradually developed coping strategies. The problem was openly
acknowledged by the vice-minister of MEP as of 2015: “Data falsification still
exists in many localities. Reliable data is the bottom line of environmental mon-
itoring work. It cannot be touched. Environmental monitoring staff must treat
monitoring data as if it were their lives.”8?

This is consistent with the finding that local officials have strategically chosen
measures to meet targets on paper without substantial and continuous efforts to
make deeper reductions.”® The author’s follow-up investigations in 2013 and
2015 also found indications that after nearly eight years of centrally-executed
verification, provincial EPBs have developed coping strategies primarily aimed
at generating desirable new emission and reduction data on paper. There has
been increasing concern that verification has become essentially a “numbers
game.” Ran in her study of the implementation gaps between central and local
authorities argues that, “Despite the promotion of environmental protection
into a hard target ..., local cadres are politically incentivized to manipulate envir-
onmental statistics.”®! Several EPB officials expressed similar opinions drawn
from their own experiences with the verification programme.®? In fact, the target
responsibility system designed to hold local leaders accountable for meeting the
targets, in this case primarily local EPB leaders, has itself become the cause of
turning the verification programme into a numbers game, precisely the imple-
mentation problem the entire verification programme was originally designed
to address.

Conclusions

China has long faced significant challenges in its environmental regulation and
governance; a centralized approach of enforcement was proposed to address
the problem of weak policy implementation. The verification programme estab-
lished in 2007 to monitor and enforce the binding pollution reduction targets spe-
cified in the national FYPs provides a rare opportunity to observe the process
and the effects of central enforcement of an environmental programme. The
results are mixed.

This analysis reveals that the central environmental authority has exerted
great, yet largely unchecked, discretionary power in verifying local emissions
and in determining results. To a certain degree, the implementation of the pro-
gramme increased the difficulty for localities to overreport emission reductions,
enhanced local monitoring and enforcement capacity, and deterred violations

89 CAEN 2015.

90 Kostka 2015.

91 Ran 2013, 26.

92 Interviews with three provincial B EPB officials in 2013 and 2015.

https://doi.org/10.1017/50305741017000959 Published online by Cambridge University Press


https://doi.org/10.1017/S0305741017000959

Implementation of Pollution Control Targets in China 771

among regulated parties; nevertheless, significant challenges remain. The process
has been highly resource-intensive and appears to be largely a system of internal
checks in the absence of meaningful external oversight. Over time, localities have
learned to develop coping strategies without putting substantial effort into
achieving steady, continuous compliance. The process has increasingly become
a numbers game which indicates mutual distrust between MEP and EPBs; the
target responsibility system designed to hold local leaders accountable for achiev-
ing targets might itself be the cause. These challenges suggest that central enforce-
ment has arguably failed to achieve the original goal of improving data quality as
a basis for assessing genuine progress toward achieving targets.

This study has important implications for the central-local relations debates in
China. The debate about whether a centralized versus decentralized approach is
more effective in implementing central policies is largely dependent upon the
issues at hand. In the context of implementing mandatory pollution reduction
targets, the goal of central enforcement was to curtail pervasive data falsification
in order to ensure genuine progress towards meeting those targets. In practice,
however, the central environmental authority has focused primarily on reducing
overreporting and not on improving data quality which is the basis for assessing
progress. Local EPBs have gradually developed strategies to cope with the discre-
tionary power exercised by the central agency without making concerted efforts
to generate accurate, reliable data. Poor data quality is thus still a significant issue
today.

These findings also shed new light on the classical principal-agent model
widely employed in the study of public bureaucracy. The central issue is the prob-
lem of principals not trusting their agents due to information asymmetry.”3 What
is interesting in this study is that not only does the principal distrust the agent, the
agent also distrusts the principal because of the unchecked discretionary power
exercised by the principal in a non-democratic context. To the best of my knowl-
edge, this has not been described and analysed in the related literature. This
mutual distrust appears to be the crux of the problems presented in this article.
Future research examining the dynamics of the principal-agent relationship
should take this into account, and might reveal more constructive insights on
public bureaucracy and policy implementation.
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