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Abstract-Energy Management Contracting is the latest mode in
dealing with the energy saving problems in China. It's an
effective solution for energy development in the near future. So
this paper introduced the factors that influence the success of
EMC project. And it explained the success features of EMC
project in the macro and micro levels. This paper is a good
guideline for establishing an effective EMC project in China, so
as to the future development about energy problem happening in
China.
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I.  INTRODUCTION

In the past 30 years, China's rapid economy growth has led
to an average GDP growth of 13% annually. Even though
significantly impacted by natural disasters and the global
financial crisis, China in 2008 still achieves an annual GDP
growth rate of 9% [1]. But with the China's rapid economic
development, there is a significant increase in energy
consumption and the demand for energy is growing, energy
supply and reserves far failed to meet the demands. At present,
the world's total energy consumption per year is less than 18
billion tons of standard coal [2].

Department of Economics and Dept. of Energy shortages,
low energy efficiency,energy waste have become serious
bottlenecks restricting China's economic development.

Energy Management Contract (EMC) is an energy-saving
service mechanism based on market that refers to energy
service companies (ESCO) and energy-consuming enterprises
agree upon a certainenergy-saving target on energy efficiency
projects in the form of contracts, ESCO provide the necessary
services to energy-consuming companies to achieve energy
saving goals, energy-consuming companies have to use energy
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efficiency to pay for the energy services company's investment
and reasonable profits [3].
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FIGURE I. CHINA’S GDP GROWTH (1978-2009)

II.  CoMmPARISON OF EMC MODEL WITH OTHER BUSINESS

MODELS

EMC is a commercial service which as a means to improve
energy efficiency, reduce total energy consumption and
optimize energy consumption structure and has the purpose of
reducing energy consumption.

Ill.  RESEARCH METHODOLOGY

A multi-facet qualitative approach is adopted in this paper
to identify a list of factors critical for EMC projects in China.
The study unfolds in a combination of literature survey, review
of case study reports and interviews.

A. Literature survey
An extensive review of relevant literature was conducted.



Table.1 Comparison of EMC with other business models
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B. B. Review of case study reports

Case studies reports of five typical EMC projects that each
has different subject.

C. C. Semi-structured interviews
The purpose of interviews is to test the literature survey

findings and to develop a framework of factors influencing the
success of EMC projects in China.

IV. RESULTS

Through analysis of the collected data in the literature
surveys, case study reports review and interviews highlighted a
list of 13 factors influencing the success of EMC projects in
China. These factors are classified into two levels, i.e. macro
level and micro level.

A. Macro level

1) National policies and regulations: Energy-saving
service industry is an emerging industry, companies need
government to introduce laws and policies to protect and
nurture themselves in the early market.

2) Local government energy policy: China has vast land
area and greater economic scale. Due to the different
geography environment, industry structure, the level of
economic development, the occurring environment of EMC is
also different.

3) Incentive mechanism: Gu Xiaodong revealed that the
existing laws and policies have no significant penalties for the
enterprises whose energy efficiency is low or conduct,
accountability mechanism is inadequate.

4) Public awareness and understanding of energy
conservation:  Public perception, knowledge, attitude,
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in energy projects [4].
5) Demonstration effect of energy saving

In order to promote energy conservation and environmental
protection, some developed countries take the lead to
implement EMC through passing legislations , leading
demonstration of government public buildings and other
measures, then promote the development of energy service
industry.

6) Credit evaluation system: Lack of credibility would
jeopardize the viability of the projects[5]. In general, the cycle
of energy-saving technological transformation projects which
are conducted by EMC model is longer, the interest are
returned by phases.

B. Micro level

1) ESCO's comprehensive ability: Jiang Yue pointed out
that EMC projects can be explained that ESCO use new
technology to help high energy-consuming enterprises save
energy, so whether ESCO have energy-saving technology and
whether it has the strength on R&D of energy-saving
technology are fundamental factors in the success of EMC
projects.

2) Energy-saving effect detection and identification:
Measuring and calculating energy savings or energy-saving
rate is the core issues of EMC, because ESCO’s income is
derived from this.

3) Third party: Energy-saving benefit is a prerequisite and
effective guarantee for ESCO and energy-using company to
share with the energy savings, but how to determine the
energy-saving benefits obtained after the implementation of
energy conservation projects is a major problem that hinders
the development of EMC.



4) Project complexity: According to the conclusions of the
respondents, the maturity of technology used in projects is
likely to affect the smooth development of EMC projects.
ESCO are often reluctant to choose those energy-saving
projects with high complexity, because the higher the
complexity of the project, the higher the technical
requirements.

5) Income distribution: Implementation process of
energy-saving income distribution integrate in the whole
process of implementing EMC projects, the measures of
energy-saving effect and the allocation problem of energy
saving effect are the issues that energy-using company should
make careful consideration to determine whether they can
able to choose ESCO to conduct the project.

6) Risk control and management: The most notable
feature of the EMC project is that ESCO provide a series of
services to the energy-using company. In the implementation
process of project, energy-using company has no
responsibility and zero risk, but ESCO undertake almost all
the risks in project operation [6].

7) Finance factors: Financing is an important part during
the implementation of the EMC project. EMC project requires
a lot of funds to complete the task of energy saving.
According to the operational characteristics of the EMC
mechanism, most financing work of EMC project is done by
the ESCO [7].
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FIGURE Il. SUCCESS ENVIRONMENT FOR EMC PROJECT IN CHINA

V. CONCLUSIONS

In the past decade, China's economy has achieved rapid
development, but at the same time accompanied by rapid
growth momentum of a variety of energies. In order to make
better energy conservation, promote sustainable development
of social and economic, EMC comes into being. China stresses
the importance of EMC, and also formulates relevant laws and
regulations and establishes reasonable incentive mechanism to
promote the development of EMC.
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