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Exploration and Governance Practice of China’ s Growth Path under
the Green—development Strategy

Research Group of China Economic Growth Frontier

Summary: According to the goals of striving to peak carbon dioxide emissions before 2030 and achieve carbon neutrality
before 2060 China’ s green transformation is aimed at exploring the optimal growth path under China’ s zero-carbon strategy
on the emphasized premises of green priority and growth fundamentalism. Green transformation of China as the largest
developing country in the world is integrate with growth goals in addition to its green advocacy. It has an important impact
on China’ s high-quality development and modernization how to achieve sustainable economic growth and reduce the
frictional cost of green transformation under the strategy of green development as priority. The power rationing in 2021 and
the global energy shock caused by the Russian-Ukrainian conflict in 2022 once again reminds China of some caveats during
its green development transformation. On the one hand China should avoid a one-sizefits-all approach to energy and
carbon emission management and promote the transformation in an orderly manner in the way of establishing new green
energy industries before the reduction of carbon emissions so as to reduce frictions in the transformation. On the other
hand China must actively increase and accelerate the development of renewable energy and green industries accelerate the
replacement of stock with increments and explore the growth path under China’ s zero-carbon strategy. China needs to draw
lessons from growth practices and frictions in the transformation explore a path towards green transition and sustainable
economic growth with Chinese characteristics and advance China’ s governance modernization and high—quality economic
development.

Against this background this paper based on the existing aggregate analysis and a structural perspective probes into
the green transformation which advocates for a structural transformation to alleviate frictions in the transformation and drive
economic growth by structural transformation. It explores the approach to achieve compatibility between the dual tasks of
economic growth and green transformation in developing economies like China to minimize the impact of transformation and
green development costs and it provides theoretical and empirical support for differentiated governance and policy
arrangements. To this end this paper first simulates the economic growth path under the constraint of carbon peak and
carbon neutrality goals within the framework of the classic dynamic integrated climate-economy ( DICE) model calibrated by
latest data from China. The simulation results indicate that the dual objectives of economic growth and clean development
could be both realized before peak carbon dioxide emissions in 2030 whereas after 2030 the abovementioned objectives
could not be reached simultaneously. This implies that the cost and price paid for the green transition in the later stage are
high hampering green development and reduces aggregate welfare. Then based on the empirical facts of China’ s
transformation practice this paper conducts simulations from a structural perspective within a two-sector green growth
framework. It finds that green transformation could only be realized by a new path of economic growth driven by “positive
capital” and gradually replacing the carbon emission industry transformation which was formed as the consequence of
“positive capital” investment through green industry development hedging against “negative capital” investment in carbon
emission reduction. Finally this paper summarizes the governance practices of China’ s green development and
transformation. Specifically industrial incentives are the key to China’ s governance practices establishing new green
energy industries before the reduction of carbon emissions is the key to the success of China’s gradual transformation the
market-oriented reform is the main line of China’ s practice and green transformation governance are important goals in the
future. Although the quantitative incentive policies featuring industry incentives and the development of new green energy
industries before the reduction of carbon emissions are the driving force for China’ s green transformation and development
in the long run price incentives are still valid and there is a long way to go to explore the establishment of a market-based
carbon emission pricing mechanism.

Keywords: Green-development Strategy; Aggregate Model; Structural Model; Governance Practice
JEL Classification: 044 Q30 Q54
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