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Abstract

Capacity-building projects can be a vehicle for fostering policy diffusion. They should
not, however, be considered as exclusively externally driven; the receiving jurisdiction’s
receptiveness and leverage to steer the design of those projects can be crucial factors,
shaping the process of infusing different external policy expertise and experiences into
domestic policy design and implementation. This article shows that the Chinese National
Development and Reform Commission (NDRC) has played a key role in steering the
capacity-building efforts of external financiers in the case of greenhouse gas (GHG)
emissions trading. The focus here is twofold: analyzing, on the one hand, the interaction
among capacity-building projects financed by different external financiers, and on the
other, the role that central actors and brokers can play in the complex structure of inter-
acting projects.

Capacity-building projects can be a vehicle for fostering policy diffusion. They
should not, however, be considered as exclusively externally driven; the receiv-
ing jurisdiction’s receptiveness and leverage to steer the design of those projects
can be crucial factors, shaping the process of infusing different external policy
expertise and experiences into domestic policy design and implementation. This
article shows that the Chinese National Development and Reform Commission
(NDRC) has played a key role in steering the capacity-building efforts of exter-
nal financiers in the case of greenhouse gas (GHG) emissions trading. The focus
here is twofold: analyzing, on the one hand, the interaction among capacity-
building projects financed by different external financiers, and on the other,
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the role that central actors and brokers can play in the complex structure of
interacting projects.

Not only is the supply of policy lessons and technical expertise decisive for
the process of infusing external policy experiences into a jurisdiction’s policy
process, but so is its interaction with the demand in the receiving jurisdiction.
Additionally, the interaction among multiple suppliers of policy advice and
capacity building can increase the effectiveness of project financiers’ efforts to
infuse certain policy elements, but it can also render some efforts ineffective,
in the case of conflictive interaction among capacity-building projects. In this
article, we analyze all externally financed capacity-building projects in China
in the domain of GHG emissions trading. Given China’s significant share of
almost 30 percent of global CO, emissions (Olivier et al. 2016, 20) and its
planned national emissions trading system'’s (ETS’s) coverage of a large share of
national industrial emissions—Ilikely making this ETS the largest globally—China
is a crucial case for the analysis of climate mitigation policy.

Policy diffusion studies generally examine how a policy spreads from one
pioneering source to a number of other jurisdictions (Borzel and Risse 2012a;
Gilardi 2012; Wettestad and Gulbrandsen 2015, 4). However, once various juris-
dictions have adopted the policy, they can also become active promoters of their
own variants—in the case that they have adjusted some of the elements, which
seems likely in the case of a complex policy such as GHG emissions trading. This
raises the question of what happens when varying sources of policy experience and
knowledge exist at the same time and when different actors engage in promoting
their particular experience and knowledge in one and the same external juris-
diction. This question has not received much attention in the policy diffusion
literature so far. This article seeks to make a contribution by focusing on the
process of infusing policy from various external sources into one jurisdiction’s
policy-making.

This article’s analytical focus is situated between policy diffusion and
transfer. It analyzes the situation in which policy from various sources is infused
into one jurisdiction: China. Policy transfer studies center on the transfer of a
policy from one individual jurisdiction to another. The policy diffusion ap-
proach, in contrast, studies a set of transfers from one source to a multitude
of jurisdictions (Holzinger et al. 2007, 13-17). This article focuses on a case
in which multiple policies from different jurisdictions have exerted influence
on one specific jurisdiction. It can be labeled policy infusion, since it describes
the mirror-inverted process of policy diffusion—namely, a process through
which a mixture of external experiences is infused into the domestic policy pro-
cess of one specific jurisdiction. Figure 1 below illustrates these different analyt-
ical foci.

Conflict and competition among external actors can cancel out their re-
spective influences, whereas coordination and cooperation can mutually en-
hance their impacts. This aspect seems highly important for understanding the
extent to which a given policy has been influenced by a multitude of external
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Figure 1
Policy Transfer, Diffusion, and Infusion

sources and actors. A detailed mapping of the external actors, their activities, and
their interaction is essential to understand the complex processes involved in
GHG emissions trading infusion. This article aims to contribute insights into
those processes by analyzing the effects of externally funded capacity-building
projects on GHG emissions trading in China.

The transfer, diffusion, and infusion of a policy do not only depend on
the political decision to adopt this policy. They also require sufficient knowl-
edge to enable informed design decisions, along with the capacity to devise
and implement the policy. Nonetheless, capacity building has rarely been ana-
lyzed as a separate mechanism; rather, it has largely been subsumed in the
broader category of positive and negative incentives that manipulate jurisdic-
tions’ utility calculations to compel them to adopt a certain policy (Borzel
and Risse 2012a; Borzel and Risse 2012b; Carrapatoso and Well 2013). This
conceptualization neglects the fact that capacity building can also support
and enable learning by actors who have already taken the principled decision
to adopt a policy that is inspired by policy in another jurisdiction. This article
strives to make a contribution to the policy transfer and diffusion literature by
highlighting and singling out the role that capacity building can play in those
processes.

Capacity building aims at enhancing the capability of a jurisdiction to take
effective (climate) action. Externally supported capacity-building projects can
be a decisive factor in supporting the infusion of a policy into a jurisdiction—
especially in cases in which the adopting jurisdiction does not have much expe-
rience with related policies, the necessary technical and infrastructural capacity,
or a solid knowledge base pertaining to the policy that it seeks to adopt. Aware-
ness and knowledge of external jurisdictions’ policies is a precondition for
their infusion. Actors who are familiar with the details of the original policy
innovation and its implementation can play an important role in transmitting
information and their experiences to jurisdictions that are interested in adopting
a similar policy.
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The interaction between external and domestic actors is an important
element of capacity building, which requires the willingness of the receiving ju-
risdiction to engage in the process of developing a GHG ETS (Foot 2010, 229).
External-domestic actor interaction has been neglected by many diffusion stud-
ies, which have instead focused on either the external or the domestic influences
(Gilardi 2012), or have considered the external and domestic factors as two sep-
arate blocks (Lenschow et al. 2005) but have not systematically conceptualized
their interaction. By analyzing the entire chain involved in capacity-building
projects, this article will provide new insights into the interaction among exter-
nal and domestic actors in diffusion and infusion processes, stressing the central
role of local coordinators in the recipient jurisdiction—which are often state
agencies, ministries, or other policy-makers—and the brokerage role of some
implementing consultants.

We focus here on externally funded capacity-building projects. In prepara-
tion for the adoption of a national GHG ETS, China also increasingly encour-
aged internally organized capacity-building initiatives, through the establishment
of training centers and interaction between some pilot project areas and other
regions and municipalities that were new to operating a GHG ETS (Carbon
Pulse 2016). These developments are not part of this article’s analysis. Rather,
it focuses on the activities of external actors and their interaction with Chinese
actors.

The following section outlines the contours of GHG emissions trading, in
general, and of developments in China, specifically. This leads to a discussion of
the capacity-building projects, where we differentiate four types of their interac-
tions: synergistic, complementary, duplicative, and competitive. Through their
involvement in capacity-building projects, and through formal and informal
contacts, external and Chinese actors are connected in a network in which a
small set of actors hold central positions that provide them with leverage over
other actors and their interactions. In the case of GHG ETSs in China, a partic-
ular gatekeeping role was assumed by the NDRC, but the Chinese consultancy
SinoCarbon and Tsinghua University were also key brokering actors. Using a
mix of data sources—mainly expert interviews, an online survey, and desk
research—we then present a qualitative analysis of the interaction among
GHG ETS capacity-building projects and the actors involved in the case of
China. The concluding section proposes a research agenda that could build
on this article’s findings.

Greenhouse Gas Emissions Trading and Its Infusion to China

The idea of reducing harmful emissions by setting a ceiling for certain emissions
and permitting emitters to trade emission allowances first emerged in the 1960s
(Coase 1960; Dales 1968). Its implementation as a policy instrument to reduce
GHG emissions started in the early 2000s and has diffused to a number of
jurisdictions globally at a slow but relatively steady pace (Wettestad and
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Gulbrandsen 2015). China started engaging in GHG ETS policy-making in
2010, when it launched the process of developing seven pilot projects. It is
an interesting case for the infusion of a market-based policy instrument, given
China’s characteristics of both a nontraditional market economy and an emerg-
ing economy (Lo and Howes 2013).

In an ETS, a maximum emissions limit or—as in the case of China—a
carbon intensity target is set for a defined group of emitters. This contrasts with
a command-and-control approach of prescribing limits for each individual
emitter. The emitters covered by an ETS obtain emission allowances for free
or can purchase them in auctions or from other emitters. For predefined periods
of time—generally one year—emitters must render to authorities the number of
allowances that matches their actual emissions during that time. Surplus allow-
ances can be sold or banked (in most systems). The price of a ton of carbon is
determined by the supply and demand of allowances but some systems addi-
tionally contain price-control mechanisms. An ETS is a market-based policy in-
strument whose proclaimed advantages are cost-effectiveness, innovation
fostering, and flexibility in achieving an overall emissions reduction goal, since
it allows for investments in emission reduction measures where they are most
cost-effective. When the allowance price is higher than the costs of investing in
low-carbon technology, an ETS provides incentives for decarbonizing inno-
vation (Dales 1968; Tietenberg 2006; van Asselt 2010, 126).

A number of jurisdictions have embraced GHG ETSs as part of their cli-
mate policy mix, starting in the early 2000s. By the end of 2016, twenty-one
distinct systems covering thirty-five countries were operational globally at differ-
ent levels of governance, from the supranational European Union (EU) level to
the subnational, cross-border level of the linked systems of California and
Quebec (ICAP 2016). The EU pioneered the field when it launched its ETS
in 2005 (Ellerman and Buchner 2007, 67-69; Skjerseth and Wettestad 2008;
Skjeerseth and Wettestad 2009; Wurzel and Connelly 2011, 7-8), followed by
New Zealand in 2008, and the subnational Regional Greenhouse Gas Initiative
(RGGI) in the Northeastern United States in 2009 (Biedenkopf 2012).

China joined this development in 2010 when it launched the process of
developing seven pilot GHG ETSs, the first of which started operating in 2013
(Biedenkopf and Torney 2015). These ETS pilots were implemented in five cities—
Beijing, Tianjin, Shanghai, Chongqging, and Shenzhen—and two provinces—
Guangdong and Hubei (Lo 2013). One of the stated purposes of the pilot ETSs
was to pave the way for a national GHG ETS, whose launch has been announced
for the second half of 2017 (NDRC 2016). This launch is expected to establish the
largest carbon market globally in terms of the amount of CO, emissions covered,
and will most likely apply to eight sectors and fifteen subsectors that together
consume over 10,000 tons of coal equivalent annually, including the petro-
chemical, chemical, building material, iron and steel, nonferrous metal, paper,
power generation, and aviation sectors. The GHG ETS is anticipated to initially
cover 7,000 to 8,000 entities (ICAP 2016; Lo and Howes 2013, 387; Swartz 2016, 17).
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Newly devising a GHG ETS is a complex undertaking that requires signif-
icant amounts of financial, technical, and knowledge resources. Creating a mar-
ket for an artificially constructed commodity—emission allowances—requires
the establishment of a number of processes, procedures, and infrastructures,
some of which depend on the features of the economy in which the system is
established (Bogojevit 2013; van Zeben 2012). These include reliable systems
for the measurement, reporting, and verification (MRV) of GHG emissions from
all sources covered by the ETS, fair and effective mechanisms for allocating
allowances and trading modalities, and competent institutions that can effec-
tively regulate and monitor the market. Such design and implementation chal-
lenges require an elevated level of administrative and technical capacity and, in
some cases, also the transformation of the regulator’s understanding of their
role in the process of effectively implementing an ETS (Goron and Cassisa
2017).

The design and capacity challenges are particularly pronounced in China,
whose characteristics as a nontraditional market economy and emerging market
have implications for the design of its GHG ETS (Lo and Howes 2015, 74-77).
In the late 1980s and early 1990s, those challenges rendered the implementation
of a similar policy instrument—namely, emissions trading for sulphur dioxide
(SO,)—difficult. The SO, ETS generally has been deemed unsuccessful (Biedenkopf
and Torney 2015, 32-33; Hart and Zhong 2014). Strong state control of critical
industries and commodity markets poses a challenge for designing a market-based
policy, which usually relies on the involvement of nonstate economic and market
actors (Lo and Howes 2013, 387; Munnings et al. 2014, 10). Given the national
government’s control of electricity prices, companies cannot easily pass on the cost
of carbon to their customers (Lo and Howes 2013, 397; Munnings et al. 2014, 9).
In the pilot GHG ETSs, allowance prices failed to react to market changes such
as decreasing coal consumption, slowing GDP growth, and forced closure of
industrial overcapacity (Goron and Cassisa 2017).

China'’s challenges also include its MRV capacity for historical and future
GHG emissions (Jotzo and Loschel 2014, 7; Munnings et al. 2014, 14; Swartz
2016, 18; Wang 2011, 8-12) and the limited availability of accredited auditors
for independently verifying emissions data (Carbon Pulse 2016). Capacity-building
needs exist among government institutions, companies that are or will be cov-
ered by emissions trading, verification bodies, and other market participants.
Provincial governments will be in charge of allocating allowances and ensuring
compliance, and the NDRC will set the rules for the national carbon market.

Designing a market is always accompanied by uncertainties, such as the
actors’ investment decisions and the economic developments that may impact
on GHG emissions (Callon 2009). The functioning of a carbon market cannot
be predicted with certainty, and most experiences so far have shown that creat-
ing a price signal for emission-reducing investments is challenging (Koch et al.
2014). Using other jurisdictions’ experiences when newly designing a GHG ETS
thus seems highly relevant with regard to this particular policy, even though
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China’s particularities require adjusting others’ models and experiences to its
specific context. This highlights the importance of interaction between external
actors, who have already gained positive and negative experiences with design-
ing and implementing a GHG ETS, and the actors who seek to adopt such a
policy. The usefulness of sharing experiences and building capacity extends to
private actors—in particular, to companies. The following section outlines a
framework for analyzing the interactions among the different projects and actors
involved in the policy infusion process.

Project Interaction and the Role of Central Actors in
Policy Infusion Processes

In this section, we first discuss the role of externally funded capacity-building
projects and their role in policy infusion. Second, we differentiate four types
of project interactions that can have important implications for the effective
implementation of capacity-building projects, and thereby for the process and
extent of policy infusion. The third subsection conceptualizes the role that
central actors (such as state agencies and ministries) and brokers (such as con-
sultants and research institutes) can play in the complex structure of interacting
projects and policy infusion.

Externally Funded Capacity-Building Projects

Capacity building entails the systematic provision of expertise, technology, and
finance with the aim of enhancing people’s, governments’, and nonstate orga-
nizations’ capabilities to pursue a certain policy objective or implement a par-
ticular policy effectively. Capacity is the ability to identify and solve problems. A
lack of knowledge, weak organization, and insufficient material and/or legal
resources can all limit a jurisdiction’s capacity (Buntaine and Parks 2013, 67).
Capacity building aims to identify and overcome those obstacles and enhance
the ability to achieve sustainable results. It supports a process of modernization
in which new stages of problem-solving capacity are institutionalized and inter-
nalized (Weidner and Janicke 2002, 1-2). Many capacity-building efforts aim to
build capacity in ministries and government agencies, but nonstate actors such
as businesses and NGOs can also be the target audience (Sagar and VanDeveer
2005, 15).

The sharing of knowledge, technology, and infrastructure can support pol-
icy infusion because it can enable jurisdictions to design a solid policy. In this
way, capacity building can be a means to influence policy in another jurisdiction
(Andonova et al. 2009, 64; Carbone 2010, 15). It involves cooperation between
external and local actors that leads to the development of suitable solutions to
identified problems. Capacity building differs from policy dialogues and regu-
latory cooperation—which are the mutual exchange of experiences and joint
agreement to change particular policies—in its unidirectional character, aimed
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at (policy) change in one target jurisdiction. Nonetheless, it still involves collab-
oration between the provider and the recipient of the intervention, and there-
fore requires at least a certain degree of receptiveness and interest in adopting a
policy within the recipient country (Foot 2010, 229; Miiller and Slominski
2016; Torney 2014). Capacity building is thus a facilitative activity that can
support transfer, diffusion, and infusion through the intense sharing of infor-
mation about a specific policy and by enabling a jurisdiction to adopt and im-
plement that policy by means of infrastructure, technological, and financial
support.

A range of different actors are involved in capacity-building projects:
Financiers or donors provide the financial resources, usually motivated by the
goal to steer a certain (policy) change in the recipient jurisdiction. The financier
generally hires implementing agents or consultants who will design and imple-
ment the project. The required qualification is that these agents should be
experts in the tasks necessary to achieve the financier’s objectives. Such imple-
menters are often external actors, but they can also originate from the jurisdic-
tion that is receiving the capacity-building service. A third actor group involved
in capacity-building projects provides local coordination. This role is generally
filled by a local government agency or part of the government, but it can also be
a nonstate actor. Coordinators are involved in devising the modalities of the
project and maintaining a dialogue with the financier and (some of) the con-
sultants. A fourth group are the actual addressees and participants in the
capacity-building measures; however, they are not the focus of this article,
which centers on the design of capacity-building projects. Figure 2 below depicts
the three actor groups that are crucial for understanding not just the design of a
capacity-building project, but also the interaction among projects—which can
be steered by individual actors from different groups—and, ultimately, policy
infusion.

Capacity-building projects can entail various activities, ranging from a
series of workshops and teaching modules to intense interaction at the technical
level, which can include embedded experts in certain government departments
or agencies. Given the intensity of the latter activity, it seems more likely to

O Local coordinator

Implementing /
Q

consultant

@

External financier

Figure 2
Capacity-Building Project Actor Groups
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exert an enduring influence on a particular policy than, for example, a series of
workshops, which entail only a limited number of contact moments. Now that
this subsection has outlined the contours of a single project, the following one
can focus on the interaction among a number of externally financed capacity-
building projects and its consequences for policy infusion.

Project Interaction

When multiple actors have an interest in promoting certain policy changes in a
given jurisdiction, they can interact with each other in mutually beneficial or
detrimental ways, which has implications for the infusion of policy. The pro-
liferation of capacity-building projects can result in inefficiencies and can
increase the costs for both financiers and the partner jurisdiction, due to dupli-
cations and conflicts (Delputte and Orbie 2014, 676-677), but it can also gen-
erate efficiency gains in the case of joint efforts that pursue a harmonized
strategy.

Four project interaction types can be differentiated: synergistic, comple-
mentary, duplicative, and conflictive. When external promoters of certain
policies and policy designs collaborate to the extent that they pursue a harmonized
strategy, their individual efforts can be strengthened and rendered more efficient
(i-e., synergistic interaction). A similar mutually strengthening and efficiency-
increasing effect can be achieved by means of complementary activities and
the promotion of complementary policy elements through a division of labor
(Gehring and Faude 2014). In both of these cases, the interaction is a con-
scious activity—interaction management (Oberthiir and Pozarowska 2013)—in
the first case a joint, and in the second a unifocal, one. When external actors
independently and uncoordinatedly promote identical policies and designs,
the effects of their efforts can still be mutually reinforcing (van Leeuwen and
Kern 2013), but at a higher cost to the individual project financiers, since efforts
are duplicated. When external actors independently and uncoordinatedly imple-
ment capacity-building projects that aim to promote contradictory or conflicting
policies and designs, the different efforts can cancel each other out or severely
undermine each other’s efforts (Biermann et al. 2009; Johnson and Urpelainen
2012; Zelli and van Asselt 2013). Table 1 below summarizes these four types of
project interaction.

The different types of project interaction have implications for the infusion
of policies. The first three types support policy infusion, but with a varying
degrees of efficiency from the financier’s point of view. In the case of conflictive
interaction, the effectiveness of some or all external actors can severely be
undermined by the activities of their competitors. Conflictive interaction can
lead to skepticism in the recipient jurisdiction, which can undermine the per-
ception of the provided capacity-building service’s authoritativeness and credi-
bility (Andonova et al. 2009, 64) and can hamper or impede the policy infusion
process.
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Table 1
Types of Project Interaction
External Actor Target Actor Within ~ Project Objectives
Interaction Recipient Jurisdiction — and Content
Synergistic Harmonized strategy =~ Same Same
Complementary  Coordination and Same Different but
consultation mutually reinforcing
Different Same
Duplicative No coordination Same Same
Conflictive No coordination Same Different and
contradictory

The mere presence of capacity-building projects does not thus provide in-
sights about their effectiveness and impact on policy infusion. Moreover, project
interaction makes it difficult to identify the actual source of the infused policy.

Gatekeepers and Brokers

This subsection links the two previous ones by adding an actor-level perspective—
based on the different actors groups identified above—to the previous discussion
of differentiation among different types of interactions at the level of capacity-
building projects and their implications for policy infusion. Through their
involvement in multiple projects, central actors in the network of capacity-
building projects can steer the projects’ content and interactions by acting as
brokers and gatekeepers.

Actors’ degrees of centrality in the network of all project actors can indicate
their influence on the information flows and types of project interaction (Scott
2012). The members of different actor groups—but especially well-connected
consultants and local coordinating agencies or ministries—can act as brokers
and can connect projects through structural and informal links by coordinating
and steering different project activities (Kramer and Pahl-Wostl 2014; Scott
2012). Structural links emerge when actors are officially involved in multiple
projects. Consultants, for example, can be commissioned by more than one fi-
nancier to implement different projects, and thereby can ensure better coordi-
nation by acting as brokers. Also—and probably most importantly—local
coordinating actors such as agencies and ministries can be in charge of many
or of all projects, which enables them to foster the type of interaction that is
in their best interest, acting as gatekeepers. Structural links can also take the
form of institutionalized coordination meetings among financiers. Informal
links, in contrast, occur through ad hoc contacts and information exchange.
The following section examines the case of externally financed GHG ETS



Katja Biedenkopf, Sarah Van Eynde, and Hayley Walker o 101

capacity-building projects, investigating the projects’ interactions and their
implications for policy infusion in the case of China.

Policy Infusion and GHG ETS Capacity-Building Projects in China

Externally funded capacity-building projects found a receptive environment
among Chinese policy-makers. Demand for external support in addition to do-
mestic experimentation led to a proliferation of projects, mostly financed by
jurisdictions that have their own GHG ETS experiences. The NDRC plays a
gatekeeping role in the complex structure of multiple projects, making the infu-
sion process one that is very much based on the interaction between external
and Chinese actors. The various capacity-building projects and their financiers
fall in the range from complementary to duplicative interaction, which is not
the highest level of effectiveness in the aggregate, but is also not particularly
ineffective, as would be the case of conflictive interaction.

The unit of analysis of this empirical investigation is organizations rather
than individuals. The different external financiers, implementing consultants,
and local coordinators are analyzed, as well as their interactions. We focus solely
on externally funded capacity-building projects. China-internal capacity build-
ing and the activities of local actors such as the Energy Foundation China are
not included in the analysis, nor are policy dialogues that fell short of building
Chinese capacity.

Multiple information sources and methods were combined. The data were
collected by means of intensive desk research, requests for additional informa-
tion by e-mail, eighteen expert interviews conducted mainly in Beijing in April
2016 and January 2017, and an online survey with twelve respondents. Al-
though the invitation to complete the survey was circulated widely, it proved
difficult to encourage a larger number of responses. Interviewees and survey re-
spondents shared their information on the condition of anonymity. For this rea-
son, only some basic information about the interviewees is provided in the
online Appendix 1.' The collected data were analyzed in a qualitative manner,
combining the information from all different sources to paint a realistic picture
of GHG ETS policy infusion through capacity building in China. The Gephi soft-
ware was used to visualize the interactions among different actors in the capacity-
building network.

The following subsections first map the externally funded GHG ETS
capacity-building projects in China and situate them within the larger Chinese
GHG ETS policy-making process. Second, the interactions among GHG ETS
capacity-building projects in China are traced, and the implications of these
interactions for policy infusion are discussed. The third subsection identifies
the brokers and gatekeepers in the web of capacity-building projects, since they
are particularly central actors in shaping the policy infusion process.

1. All appendices can be found on the Global Environmental Politics website, here: LINK TO COME.
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Mapping Externally Funded Capacity-Building Projects

Almost all of the financiers of the capacity-building projects discussed here are
national or subnational governments with their own domestic GHG ETSs in
place. Australia is the only exception, but it can be explained by that country’s
initial adoption of GHG ETS plans that were revoked after a change of govern-
ment (Miiller and Slominski, 2017, 51-68). Only a few of the financiers are not
governments, but instead international organizations or research institutes.
Europeans are the dominant financiers. The European Union, Germany, and
Norway fund the largest projects after the World Bank’s Partnership for Market
Readiness (PMR), which has the largest single project in financial terms, with a
budget of €8 million. The PMR's financial resources stem from its thirteen so-
called Contributing Country Participants. Eleven of those thirteen countries are
part of the European Union’s GHG ETS, including Norway and Switzerland, and
together they contribute almost 75 percent of the overall PMR financing
(Biedenkopf 2016, 141-142). The two other participants are the United States
and Australia. The observation that the sources of the largest share of capacity-
building projects are actors with their own domestic GHG ETSs strongly
supports the assumption that capacity-building projects are one of the prime
vehicles for fostering policy transfer and diffusion.

The emergence and proliferation of GHG ETS capacity-building projects in
China occurred in the period after the country announced its plans to imple-
ment seven regional and municipal pilot projects that would eventually lead
to a national ETS. Table 2 plots the durations of the identified capacity-building
projects against policy developments in China that pertained to emissions trad-
ing. This supports the observation that capacity-building projects require some
degree of receptiveness and willingness in the receiving jurisdiction to adopt the
particular policy. Capacity-building projects can thus contribute to shaping the
policy formulation and implementation phases. They seem less suited for
influencing agenda setting, since the initial willingness to engage in the collab-
orative process of developing a capacity-building project is not yet present at
that stage of the policy process.

Table 2 suggests that the initial decision to adopt GHG emissions trading
as a climate policy instrument was to a large extent triggered by other external or
internal factors, most likely by a combination of the two. External factors that
could have contributed to the agenda-setting phase include China’s experience
from participating in the Clean Development Mechanism (Belis and Kerremans
2016). The EU provided €2.8 million of finance from 2007 to 2010 toward the
EU-China Clean Development Mechanism Facilitation Project, which was
implemented in the context of the EU-China Partnership on Climate Change.
At the 2012 EU-China summit, both jurisdictions agreed to deepen their
dialogue on climate policy, including the design of a GHG ETS.

Analysis of the project documentation, including reports and workshop
presentations, revealed not only that lessons from external experiences were
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Table 2
Timeline of Capacity-Building Projects and Chinese Policy Developments
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Financier Project Title (short) 2010 2011 2012 2013 | 2014 ‘ 2015 2016 2017
Cooperation on ETS*
Supporting the Design |
European Union p—
ICAP Training Courses ‘ | ‘
GHG ETS Outreach
United Kingdom Prosperity Strategic Fl.md* ‘
Low Carbon Cooperation |
ETS in China** |
Germany -
GHG Monitoring | ‘
Provincial GHG Inventory ‘ | ‘
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Australia Market Mechanisms China ‘
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PMR | [
World Bank
PMR I1*** [
Asian Beijing Green Finance |
Development Pilot ETS in Tianjin |
Bank Shanghai Carbon Market ‘
IETA B-PMR*
CIFF China Carbon Pricing (1) ‘
China Carbon Pricing (2)*** |
Environmental ETS Pilot Training* [
Defense Fund California-Shenzhen* |
(EDF) Mobile Source Emissions** |
ANU China-Australia I [
UNSW Rise of Carbon | ‘

Abbreviations: IETA: International Emissions Trading Association; CIFF: Children’s Investment Fund
Foundation; ANU: Australia National University; UNSW: University of New South Wales.

*End period unidentified

**End period: 2019

***End period: 2018

****The Netherlands also contributed to this project

For more detailed information on the projects included in this table, see online Appendix 2.

shared in the capacity-building projects, but also that the focus of most activities
was in the specific context of the Chinese pilot projects and the national ETS.
The capacity-building activities went far beyond sharing specific lessons learned
in external experiences. Most projects targeted the building of capacity in China
by focusing on its local context—as demonstrated, for example, by the involve-
ment of not only foreign experts but also Chinese university representatives.
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The individual capacity-building projects seem thus to have responded to
China’s demand and fostered the infusion of the general idea of a GHG ETS
while providing tailored expertise on technical details.

Interaction Among the Projects

The expert interviews and online survey revealed that most experts perceived the
interaction among the GHG ETS capacity-building projects as being largely
complementary, with some instances of duplicative interaction and some
competitive elements. Real conflicts as well as synergistic interaction were largely
absent, although the case of the World Bank's PMR—in which different countries
contributed financially to the same project—could arguably be considered a
form of synergistic interaction.” The individual PMR financial contributors’ direct
involvement in the capacity-building project, however, was limited or indirect.

Table 3 below shows the geographical foci of the different GHG ETS
capacity-building projects. It demonstrates that some geographical dispersion
made the projects complementary rather than duplicative, with different pro-
jects focusing on different pilot regions and municipalities. However, significant
overlap can also be noticed. In particular, the larger projects with a sizeable
budget increasingly shifted their focus to the national level. This geographical
overlap provided the conditions for all four types of interaction.

Among the GHG ETS capacity-building projects implemented in different
Chinese geographical regions, conflictive, duplicative, and complementary inter-
actions were conceivable. This was rooted in the link between the pilot projects
and the national policy process. Some of the project reports we analyzed refer to
the importance of the pilots for generating experience that could guide the
design of the national ETS (see, e.g., Asian Development Bank 2013, 4). Capacity
building in the pilot regions was thus conceived by some as an indirect way
to help shape national GHG emissions trading policy.” In this way, conflict
among the projects implemented in different pilot regions and municipalities
could have implications for those projects’ effectiveness with regard to the objec-
tive of indirectly influencing the national policy design process via the pilots.

Both financiers and implementing consultants engaged in some activities
that aimed at avoiding duplication. Those interaction management activities were
complicated, however, by the different project cycles, which led to a situation in
which projects and their scopes were designed at different points in time.*

Coordination and mutual consultation are initiated and conducted by the
financiers and implementing consultants, and the interaction management to a
great extent is carried out informally.” The European Commission’s Directorate

2. Interviews 10, 13, 16; survey responses 6, 8.

3. Interviews 8, 13, 15.

4. Also stated by Interviewee 6.

5. Interviews 4, 5, 6, 9, 10, 15, 17, 18; survey responses 5, 11, 12.
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Table 3
Geographical Distribution of the Capacity-Building Projects
2 2z 5 -
Financier Project Title (short) ® g ) ;'5 % SR g = g
2 % 5 5§ 5 2 £8 45
RE &6 ac0 g 22 8&C
Cooperation on ETS X
Supporting the Design X X X X X X X X
kU ICAP Training Courses X
GHG ETS Outreach X X X X X X X X
United Prosperity Strategic Fund X X X X X
Kingdom Low Carbon Cooperation X X X
ETS in China X X X X X
Germany GHG Monitoring X X X X X
Provincial GHG X
Norway Inventory
National Registry System X
California ARB Projects on ETS X X X
PMR 1 X
World Bank PMR II X
Asian Beijing Green Finance X
Development  Pilot ETS in Tianjin X
Bank Shanghai Carbon Market X
IETA B-PMR X X X X X X
China Carbon Pricing (1) X X
CIFF _ o
China Carbon Pricing (2) X
ETS Pilot Training X X X X X X X
EDF California-Shenzhen X
Mobile Source Emissions X
ANU China-Australia X X X X X X X
UNSW Rise of Carbon X X X X X X X X X

Abbreviations: IETA: International Emissions Trading Association; CIFF: Children’s Investment
Fund Foundation; ANU: Australia National University; UNSW: University of New South Wales.
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General for Climate Action coordinates the EU member state financiers in
Brussels by hosting regular meetings of actors who are following ETS develop-
ments in China.® The EU Delegation to China also hosts some coordination
meetings among the EU actors.” Additionally, informal bimonthly coordination
meetings are held in Beijing, which include all major financiers—in particular,
the EU, the World Bank, Germany, Norway, and Australia.® As is further
illustrated below, in the Gatekeepers and Brokers subsection, the community
of actors involved in the GHG ETS capacity-building projects in China is rela-
tively small and well connected by a few central actors, most notably by the
NDRC as gatekeeper and some consultants as brokers. This community interacts
informally in various fora, such as the China Carbon Forum and the Carbon
Market Working Group at the European Chamber of Commerce. However,
some interviewees referred to a lack of transparency, which implies that not
all financiers may be equally forthcoming with information about their plans
early on.” This has implications for policy infusion, since a lack of transparency
can render coordination and any resulting effectiveness gains difficult.

A number of interviewees and survey respondents referred to an implicit
division of labor, which was not jointly designed but emerged as a lesson
learned from earlier incidents of duplication.'® Interaction management largely
takes the form of unilateral adjustment of some projects to the already existing
wider landscape of projects. In particular, the smaller financiers seem to have
reverted to areas not covered by the large GHG ETS capacity-building projects."”
An evolution toward improved implicit division of labor, thus avoiding dupli-
cations, was noted by some interviewees.'? Nonetheless, some duplicative inter-
action remains.'> An example of the implicit division of labor is the German
project’s focus on the aviation sector, in response to the observation that the
EU project did not cover this sector. The topic of MRV is covered by a number
of projects, but informal coordination and adjustment led to attempts to avoid
duplication among the participants who attended training sessions. For
example, study trips to Europe in the context of the EU and German projects
involved very similar itineraries but took different Chinese actors.

The evolution toward increased implicit complementary interaction does
not mean, however, that competitive elements are entirely absent. Interviewees
noted the existence of a competition for influence.'® This includes competition
among financiers for the Chinese government’s and stakeholders’ attention.

6. Interviews 10, 13; survey responses 4, 6.
7. Interviews 3, 4, 5, 6, 7.
8. Interviews 4, 5, 6, 7, 8, 9, 13, 15, 17, 18; survey response 4.
9. Interviews 4, 5, 9, 12, 13.
10. Interviews 5, 6, 15; survey responses 4, 5, 6, 11.
11. Interview 6.
12. Interviews 1, 13, 18; survey response 4.
13. Interviews 4, 8, 11, 16, 17, 18; survey responses 5, 6.
14. Interviews 4, 5, 10, 13, 14; survey responses 4, 12.
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The ultimate aim of the GHG ETS capacity-building projects is to help shape
and facilitate the design and adoption of emissions trading in China. However,
between the groups of European and North American financiers, some compe-
tition was noted with regard to a few specific concepts and systems that they
promote, which are based on their own domestic systems and experiences."
This could hinder the infusion process if the financiers provide inconsistent
advice and multiple solutions.

Although a competitive element was certainly noticed, outright conflict
seems to be largely absent. Rather, competition appears to have occurred at
the level of duplicating efforts and, in limited instances, promoting somewhat
different concepts and systems. Those activities and messages cannot be
characterized as truly conflictive, however, since they are variants of the same
overarching concept of GHG ETS. These conditions are relatively favorable for
the infusion of ETS policies from various sources to China. Although we could
identify some scope for efficiency improvement, the overall project interaction
picture seems to have benefited policy infusion and rendered it relatively
effective.

Gatekeepers and Brokers

Although external financiers and implementing consultants are often assumed
to shape the content and type of the capacity-building projects in which they
engage, the local coordinators—who are mostly state agencies, ministries, and
policy-makers—should not be neglected. In the case of the GHG ETS capacity-
building projects in China, the local coordinator—namely, the NDRC—is a cen-
tral actor with significant leverage over the design of the projects. However, it
does not seem to have used its theoretical leverage and gatekeeping position
to the full extent possible.'® Figure 3 visualizes the central role of the NDRC.
It is involved in almost all projects, and certainly in all of the large ones. Given
the informal and ad hoc nature of the interaction management among the
various financiers and the NDRC's central role in the network of capacity-
building projects, it can be concluded that in this case the policy infusion
process is shaped to a noteworthy extent by the recipient jurisdiction.

Figure 3 shows that the NDRC plays a role as gatekeeper in the infusion of
GHG ETS policy to China. It also suggests that a small number of implementing
consultants seem to have acted as brokers among different capacity-building
projects, given their involvement in multiple initiatives and their close ties to
the NDRC. Those actors appear in key structural positions—in addition to
NDRC—to broker interactions among the different GHG ETS capacity-building
projects, so as to steer them toward complementary interaction and foster
effective infusion.

15. Interviews 10, 18; survey response 4.
16. Interviews 5, 11, 12, 15, 16.



online Appendix 3.

Network of Capacity-Building Actors. For details of the actors in this figure, see
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The NDRC's central role in the project network has created opportunities
for it to play a coordinating role and harmonize the different GHG ETS capacity-
building projects, so as to increase the level of complementarity and possibly
even achieve synergistic interaction. Theoretically, joint discussions among
multiple financiers and the NDRC could identify capacity-building needs and
lead to the joint development of a strategy for improved project interaction.
However, the interviews and online survey revealed that this does not take place
to a significant extent.!” This suggests that the policy infusion process has some
potential for effectiveness improvement through interaction management.

The NDRC communicates bilaterally with project financiers and consul-
tants.'® By doing so, they maintain the gate to their policy-making process
and steer the initiatives proposed by external financiers. The NDRC's gatekeeper
role consists of matching project activities with domestic demand, often on an
ad hoc basis.'” Strategic coordination across projects seems to have been ab-
sent.?° The approach of bilateral communication between NDRC and financiers
could even be considered an impediment to closer interaction management
among the financiers, given NDRC's leverage in influencing the external pro-
jects’ content and design. When the first capacity-building projects were
launched, the NDRC assigned the same tasks to multiple projects and received
duplicative funding for one specific activity, such as developing guidelines.?' As
time progressed, the NDRC engaged to a growing extent in interaction manage-
ment to ensure the complementarity of the externally funded projects. However,
due to the relatively small number of staff in the NDRC's unit in charge of GHG
emissions trading policy, the strategic planning and coordination of all external
capacity-building actors is not used to its full potential,>® which has impacted
on the policy infusion process.

A few implementing consultants also play a key role by, to some extent,
brokering between the NDRC and the external financiers and some of the other
implementing consultants. SinoCarbon, a Chinese consultancy firm, and
Tsinghua University are involved in a number of the externally funded capacity-
building projects and were highlighted by the interviewees.>® Their close con-
nection to the NDRC transformed them into brokers between external actors
and the local coordinator, which give them particular influence on the policy
infusion process.

The analysis presented in this section has highlighted the centrality that
local coordinators can play in steering capacity-building project design, and
thereby in shaping policy infusion. China is, of course, a special case for such

17. Interviews 5, 6, 9, 10, 15, 16, 17; survey response 10.
18. Interviews 1, 2, 5, 6, 10, 12, 13, 15, 16.

19. Interview 13; survey responses 8, 11.

20. Interviews 5, 15, 17.

21. Interviews 5, 15.

22. Interviews 6, 15, 18.

23. Interviews 3, 6, 9, 12, 13, 15, 16, 18; survey response 3.
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a scenario, since the external financiers have a great deal of interest in engaging
with China. In countries with lower political and economic importance and a
smaller share of global GHG emissions, the leverage of local coordinators might
be less pronounced since the external interest is lower. Nonetheless, their recep-
tiveness and willingness to engage in policy infusion through capacity building
are necessary. Given the comparatively large number of capacity-building pro-
jects in China, this country provides a likely case for competitive and conflictive
interaction to render policy infusion efforts less effective. Our analysis showed
some traces of this, but overall we found the capacity-building project interac-
tions to have largely been complementary and duplicative, which indicates that
the effectiveness of GHG ETS policy infusion was relatively good but could have
been further improved.

Conclusions

Although it is too early to judge the outcome of GHG ETS infusion from various
external sources to China, this article has demonstrated that formal capacity-
building projects can be a central element of such processes. Capacity building
is more than merely transferring messages; it enables jurisdictions to adopt and
implement a policy that has already been adopted elsewhere and to engage in
tailoring the design details to local contexts, so as to render the transferred
policy effective. Capacity building can foster policy transfer, diffusion, and
infusion at the policy formulation and implementation stages. The agenda-
setting stage—of taking the principled decision to adopt, first, subnational GHG
ETS pilot projects and, subsequently, a national system in China—preceded the
surge of capacity-building projects, highlighting the importance of receptiveness
as a precondition or trigger for policy infusion through capacity building. A com-
bination of motivations, including those related to international interdependence
and emulation, may have driven the decision to place GHG ETS on the Chinese
political agenda (Gippner 2014; Gippner 2016).

Capacity building can be a powerful tool to empower developing coun-
tries and emerging economies to engage in climate action, and thereby can con-
tribute to the bottom-up dynamics envisioned by the Paris Agreement on
climate change. The interaction among externally financed capacity-building
projects is, however, a decisive factor for the effectiveness of those efforts. Dif-
ferent actors can engage in interaction management. The analysis presented in
this article has highlighted the role of local coordinating agencies as gatekeepers
and active influencers of policy infusion processes. Those local coordinators’ in-
teraction with the external financiers and promoters of a particular policy design
has not received much attention so far in policy diffusion studies. This article
has demonstrated that actors such as the NDRC can act as gatekeepers in policy
infusion processes. They are well placed to engage in project interaction man-
agement, and are therefore important for understanding and influencing the
effectiveness of the infusion process.
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China has received considerable support in creating a GHG ETS from nu-
merous external financiers. This might set China apart from many other coun-
tries, since it is a large, powerful actor whose climate mitigation policy is crucial
for achieving the targets set by the international community and enshrined in
the Paris Agreement on climate change. Most of the external financiers that en-
gage in GHG ETS capacity building in China have a vested interest in ensuring
that the national Chinese GHG ETS be effective. Should the Chinese system be
generally perceived as a failure, it will be difficult to argue in favor of the adop-
tion of new GHG ETSs elsewhere. This could halt or impede the further diffu-
sion of GHG ETSs globally and have repercussions for the development of an
international carbon market.

The largely complementary and sometimes duplicative interactions
among capacity-building projects in China have positive implications for policy
infusion’s effectiveness there. They may also be an indication of an emerging
global consensus on GHG ETS. Although the design details differed in various
jurisdictions, the overall idea and structure of GHG emissions trading seems to
have been largely uncontested among the actors included in the analysis in this
article. Expanding the analysis of whether and how external policy promoters
interact with each other from the narrow GHG ETS community to the broader
set of climate policies could provide further novel insights into the effectiveness
of policy infusion.

China increasingly encourages internally organized capacity-building ini-
tiatives through the establishment of training centers and interaction among
the pilot project areas and other regions and municipalities that are new to
operating a GHG ETS. Further research on the entire complex system of exter-
nal and internal capacity-building projects and actors could build on the ini-
tial analysis provided in this article. Such a study would be capable of
investigating to a greater extent the details of the dynamics within China.
Moreover, whereas this article was based on an analysis of the roles of
organizations, shifting to individuals as the level of analysis could provide
important insights to help us understand the complexities of policy transfer,
diffusion, and infusion processes.
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