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Notice of the State Council on Further Strengthening the Elimination of
Backward Production Capacities
(No. 7 [2010] of the State Council)

The people’s governments of all provinces. autonomous regions and municipalitics directly under
the central government; all ministries and commissions of the State Council and all institutions

directly under the State Council,

To thoroughly implement the outlook of scientific development, speed up the transformation of
economic development mode, promote industrial restructuring and upgrading, and boost energy
conservation and cmission reduction, we hercby notify you about further strengthening the

elimination of backward production capacities as tollows:
1. Profoundly Understanding the Significance of Elimination of Backward Production Capacities

Speeding up the elimination of backward production capacitics is a major move for transforming
the economic development mode, adjusting economic structure, and improving the quality and
efficiency of economic growth, is an urgent need for promoting energy conservation and emission
reduction and actively coping with global climate changes, and is an inevitable requircment for
taking a new path of industrialization with Chinese characteristics and realizing a larger and
stronger industry. In recent years. remarkable progress has been made in the climination of
backward production capacities in some ficlds due to the implementation of policies and measures
for speeding up the restructuring of industries with overcapacity, restraining redundant
construction and promoting encrgy conservation and emission reduction. However, because the
long accumulated structural contradictions remain salient, the policies and measures for the exit of
backward production capacities arc not perfect, the drivers and constraints are not strong, and in
some rcgions there are misunderstandings on the work of elimination of backward production
capacities and insufficient performance of the relevant responsibilities, the problem of a larger
proportion of backward production capacities in some industries of China remains serious. which

has seriously restricted the enhancement of the overall industrial level, implementation of




measures for coping with climate changes, completion of tasks of energy conservation and
emission reduction and realization of sustainable economic and social development. We must give
full play to the role of market, take more powerful measures, combine legal, economic, technical
and necessary administrative means to further establish and improve a long-term effect mechanism
for eliminating backward production capacitics, and ensure that all targets of eliminating
backward production capacities are reached on schedule. All regions and departments shall take
the elimination of backward production capacitics as an important task for comprehensively
implementing the outlook of scientific development, coping with the impact of the international
financial crisis and maintaining stable yet rapid economic development, further strengthen thewr
sense of responsibility and sense of urgency. mobilize all positive factors, focus on key links,
make breakthroughs, overcome difficulties, speed up the elimination of backward production

capacities, and vigorously boost the industrial restructuring and upgrading.
II. Overall Requirements. Objectives and Tasks
L. Overall Requirements

(1) Giving full play to the role of market. We shall give full play to the fundamental role of market
in allocating resources, adjust and improve the pricing mechanism of resource products,
strengthen the leverage of tax, and endeavor to create a market environment conducive to the exit

of backward production capacities.

(2) Adhering to administration according to law. We shall give full play to the binding role of laws
and regulations and the threshold role of technical standards, strictly implement laws, regulations
and technical standards on environmental protection, e¢nergy conservation, clean production,
production safety, product quality, occupational health. etc., and climinate backward production

capacitics according to law.

(3) Implementing objectives and responsibilities. We shall break down the objectives and tasks of
eliminating backward production capacities, clarify the responsibilitics of the relevant departments
of the State Council, local governments at all levels and enterprises, strengthen guidance,

supervision and inspection, and ensure the thorough implementation of work.

(4) Optimizing the policy environment. We shall intensify policy constraints and incentives,

[OUSR—
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coordinate the relationships of eliminating backward production capacities with industrial
upgrading, economic development and social stability, and establish and improve a policy system

promoting the exit of backward production capacities.

(5) Strengthening coordination and cooperation. We shall establish a working mechanism in which
the competent department takes the lead and the relevant departments assume their respective
responsibilities. cooperate closely and act jointly, strengthen organization, guidance, coordination

and cooperation, and form a resultant force in work.
2. Objectives and Tasks

We shall eliminate backward production capacities on schedule by focusing on such industries as
electricity, coal, iron and stecl, cement, nonferrous metal, coke, paper making, tanning, and
printing and dyeing, in accordance with the scopes of and requirements for elimination of
backward production capacities as prescribed in such documents as the Decision of the State
Council on Promulgating and Implementing the Interim Provisions on Promoting the Industrial
Restructuring (No. 40 [2005] of the State Council), the Notice of the State Councit on Issuing the
Comprehensive Working Schemes on Energy Conservation and Emission Reduction (No. 15
[2007] of the State Council), the Notice of the State Council on Ratifying and Forwarding the
Several Opinions of the National Development and Reform Commission and Other Departments
on Curbing Overcapacity and Redundant Construction in Some Industries and Guiding the Sound
Development of Industries (No. 38 [2009) of the State Council). the Cataloguc for Guiding
Industrial Restructuring and the plans for restructuring and revitalizing industries including iron
and steel, nonferrous metal. light industry, textile, etc. All regions may, according to the actualities
of their local industrial development. work out objectives and tasks of eliminating backward

production capacities which are wider in scope and higher in standards.

The recent objectives and tasks of climinating backward production capacities in key industries

are specifically as follows:

Electric power industry: eliminating small thermal power plants with electricity generating

capacity of more than 50 million kilowatts by the end of 2010.

Coal industry: closing down 8.000 small coal mines which do not meet the safe production
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conditions, do not conform to the industrial policy, waste resources and pollute the environment,

with a total production capacity of 200 million tons being eliminated, by the end of 2010.

Coke industry: eliminating small coking enterprises with a coking chamber height of less than 4.3

m by the end of 2010 (excluding stamp-charging coke oven of 3.2 m and above).

Ferroalloy industry: eliminating submerged arc furnaces with a capacity of less than 6.300 kVA by

the end of 2010.

Calcium carbide industry: climinating submerged arc fumaces with a capacity of less than 6,300

kVA by the end of 2010.

Iron and steel industry: eliminating ironmaking blast furnaces with a capacity of 400 cubic meters
or less and eliminating steelmaking converters and electric tumaces with a capacity of 30 tons or

less by the end of 2011,

Non-ferrous metal industry: eliminating small pre-baked anode aluminum electrolysis cells with a
capacity of 100 kVA or less: eliminating copper smelting technologies and equipment including
hermetic blast furnaces, clectric furnaces and reverberatory fumaces: eliminating technologies and
cquipment for smelting lead by such backward means as sintering pots, sintering pans and simple
blast fumaces, and eliminating the technology of smelting lead by sintering machines without the
construction of a related acid accumulator and tail gas absorption system; and climinating
production technologies and equipment for smelting zinc or producing zinc oxide products by
such backward means as roasting by using a muffle furnace. manger furnace, horizontal tank or
small vertical tank (with a daily capacity of less than 8 tons per tank) and collecting dust by using

simple condensation facilities. by the end of 2011,

Building material industry: eliminating backward cement production capacitics including
mechanized shaft kiln cement production lines with a kiln diameter below 3.0 m, dry-process
hollow kiln (excluding those for producing high alumina cement) and wet-process kiln cement
production lines (excluding those mainly used for disposing sludge, carbide slag, etc.) with a kiln
diameter below 2.5 m, cement mills with a diameter below 3.0 m (excluding those for producing
special cement), cement carth (cgg-shape) kilns, ordinary shaft kilns, etc.; and eliminating

backward plate glass production capacities such as plate glass flat drawing technology production




line (including sheet glass), by the end of 2012.

Light industry: eliminating straw pulp production plants with an annual capacity of less than
34,000 tons and chemical pulp production lines with an annuat capacity of less than 17.000 tons,
and eliminating paper production lines using waster paper as raw materials and with an annual
capacity of less than 10.000 tons; eliminating backward alcohol production processes and alcohol
production enterpriscs with an annual capacity of less than 30,000 tons (excluding waste
molasses-based alcohol); climinating monosodium glutamate production plants with an annual
capacity of less than 30,000 tons; climinating citric acid production plants failing to reach the
requirements for environmental protection; eliminating leather production lines with an annual

processing capacity of less than 30,000 standard sheets. by the end of 2011.

Textile industry: eliminating 74-model dyeing and finishing production lines, pretreatment
equipment having been used for over 15 years and batch dyeing equipment with a liquor ratio of
more than 1:10. climinating printing machines, thermosol dycing machines, hot flue clip stenters
and sctting machines of backward models. and climinating backward production technologies and
equipment of high energy and water consumption: eliminating backward chemical fiber
production capacities including RS31-model acidic old-fashioned wviscose spinning machines,
viscose production lines with an annual capacity of less than 20,000 tons, wet-process and DMF

solvent-process spandex production technologies, DMF solvent-process acrylic fiber production

technology, semi-automatic coiling equipment with a less than 900 mm spindle of Dacron filament,

batch-process polyester equipment, etc.. by the end of 2011.
1I. Breakdown and Implementation of Objectives and Responsibilitics

1. The Ministry of Industry and Information Technology and the National Energy Administration
shall, according to the economic development situations at present and some time to come and the
objectives and tasks at different phases of eliminating backward production capacities set forth by
the State Council, and in light of the requirements for industrial upgrading and the actualities of all
regions, put forward the annual objectives and tasks and implementation plans for eliminating
backward production capacitics in sub-industries after consultation with the relevant departments,

and break down and assign the annual objectives and tasks to each province. autonomous region

Public
File 15




[P,

and municipality directly under the Central Government. All relevant departments shall fully play
their respective functional roles, lose no time in formulating the supportive policies and measures
for restricting the production of enterprises with a backward production capacity, encouraging the
exit of backward production capacities and promoting the transformation of backward production

capacities. and direct and urge all regions to earnestly implement such policies and measures.

2. The people’s govemments of all provinces. autonomous regions and municipalities directly
under the central government shall, according to the objectives and tasks of eliminating backward
production capacities sent down by the Ministry of Industry and Information Technology and the
National Energy Administration, eamestly work out implementation plans, divide the objectives
and tasks among cities and counties, assign them to specific enterprises, and timely submit lists of
to-be-climinated enterprises with a backward production capacity to the Ministry of Industry and
Information Technology and the National Fnergy Administration. The people’s governments shall
cffectively perform their responsibilitics for eliminating backward production capacities within
their respective administrative regions, strictly implement the relevant laws, regulations, policics
and measures. organize and urge enterprises to climinate backward production capacities as
required and remove backward facilities and installations, and prevent the transfer of backward
production capacitics. Enterprises which fail to eliminate backward production capacitics as
required shall be ordered to stop production or be closed down according to the relevant laws and

regulations.

3. Enterprises shall effectively perform their responsibilities as the main bodics of climinating
backward production capacities, strictly observe laws and regulations on security, environmental
protection, energy conservation, quality, ctc., earnestly implement the national industrial policies,
actively fullill their social responsibilities, and take the initiative to eliminate backward production

capacities.

4. All relevant industry associations shall fully play their roles as a bridge between the government
and cnterprises, carnestly publicizec and implement the guidelines and policies of the state,
strengthen industrial self-discipline, maintain the market order. and assist the relevant departments

in doing a good job of eliminating backward production capacities.
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IV. Swengthening the Policy Constraint Mechanism

L. Strictly controlling market access. We shall strengthen the binding role of security,
environmental protection. energy and material consumption, quality, land and other indicators,
revise the Catalogue for Guiding Industrial Restructuring as soon as possible, set and improve the
access standards for relevant industries and standards for defining backward production capacitics,
raise the access threshold. and encourage the development of advanced production capacitics with
low consumption and low pollution. We shall strengthen the examination and management of
investment projects, revise the Catalogue of Investment Projects Approved by the Government as
soon as possible. adhere to the principle of “equivalent replacemem™ or “reduction replacement”
of an eliminated production capacity with a new production capacity for industries with
overcapacity, conduct strict examination and approval on environmental impact assessment, land
and production safety. contain low-level redundant construction, and prevent new backward
production capacities. We shall improve the regulation and control of land use plans, and prohibit
land supply for construction projects of backward production capacities and in industries with
severe overcapacity. We shall support competitive enterprises in elimination of backward
production capacities through merger. acquisition or restructuring of enterprises with a backward

production capacity.

2. Strengthening the economic and legal means. We shall give full play to the role of pricing
mechanisms. such as differential prices for electricity and reform of prices for resource products,
in climinating backward production capacities. implement and improve the tax system for resource
and environmental protection. and strengthen the role of taxation in regulating energy
conservation and emission reduction. We shall reinforce the supervisory monitoring of
environmental protection, emission reduction check and law enforcement inspection, strengthen
the supervisory inspection on enterprises’ implementation of production quality standards.
standards for energy consumption limits and provisions on production safety, and raisc the costs
for energy, resources, environment and land used by cnterprises and projects with a backward
production capacity. We shall take comprehensive control measures to curb the market demands

for products with high consumption and emission.

3. Intensifying law enforcement and punishment. If a region fails to complete the task of
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eliminating backward production capacities on schedule, the investment projects arranged by the
central government shall be strictly controlled, the “regional restrictions™ on approval of projects
shall be implemented, and the environmental impact assessment, examination and approval of the
projects in this region shall be suspended. If an enterprise fails to eliminate its backward
production capacities before the prescribed time limit, its pollutant discharge permit shall be
revoked, no banking financial institution shall provide any form of new credit support to it, the
investment management department shall not examine and approve new invesiment projects of the
enterprise, the land and resources management department shall not approve new land for use by
the enterpnise, and the relevant management department shall not issue any production license for
it or shall withdraw any production license or production safety permit previously issued. If an
enterprise fails to eliminate backward production capacitics according to the relevant provisions
and is ordered to close down or cancelled by the local government. it shall go through the
industrial and commercial deregistration within a prescribed time limit or its industrial or
commercial business license shall be revoked according to law. Where necessary, the relevant
government department may require clectric power supply enterprises to stop power supply for

enlerpriscs with a backward production capacity.
V. Improving the Policy Incentive Mechanism

1. Strengthening the guidance of fiscal funds. The central public finance shall use the existing fund
channels to support the elimination of backward production capacitics across the country through
overall arrangements. The allocation and usc of funds shall be linked with the task of elimination
of backward production capacities assigned to cach region, and the support shall be focused on
solving issues relating to elimination of backward production capacities such as rescttlement of
employees and change of business of an enterprise. The central public finance shall provide more
support and incentives through increased transfer payment for the elimination of backward
production capacities in under-developed regions. Each region shall actively arrange funds to
support enterprises in eliminating backward production capacities. During the application for and
arrangement and use of funds, we shall give full play to the roles of the competent departments of
industry, energy, etc.. strengthen coordination and cooperation, and cnsure that the fund

arrangements are cffective for eliminating backward production capacitics.
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2. Doing a good job in the resettlement of employees. We shall properly handle the relationship
between elimination of backward production capacities and employment, seriously implement and
improve the policies on resetttement of employees, properly resetile employees in accordance with
the relevant laws, regulations and provisions, do a good job in the transfer and continuation of
social insurance relations of employees, avoid large-scale intensive uncmployment. and prevent

the arising of mass incidents.

3. Supporting the upgrading and transformation of enterprises. We shall give full play to the
supportive role of science and technology in industrial upgrading. make an overall plan on the
funds for technological transformation, implement and improve the relevant policies on tax
preferences and financial support, and encourage enterprises conforming to national industrial
policics, plans and layouts to use high-tech and new technologies and advanced applicable
technologies to transform backward production capacities mainly in terms of quality and varieties,
energy conscrvation and consumption reduction, environmental protection, cquipment
improvement. and production safcty. We shall improve the national standards and industrial
standards for production, technology. security, energy consumption, environmental protection,
quality, etc., ensure proper linkage between standards, strengthen the exccution of standards, and
guide the technological upgrading of enterprises. If a region or an enterprise bearing a heavier task
of eliminating backward production capacities compleles the lask satisfactorily, it shall enjoy
preferences in the allocation of funds for technological transformation and funds for energy
conservation and ecmission reduction, verification and document filing of investment projects, land
development and use, financing support, etc. Priority shall be given to the support of land
development and use by an cnterprise which actively eliminates its backward production

capacitics under the premise of conforming to the national land management policies.
VI. Improving the Supervision and Inspection Mechanism

1. Strengthening public opinion and social supervision. Fach region shall annually announce to the
public a list of enterprises with backward production capacities to be eliminated within the region,
the backward technologies and cquipment. and the deadlines for elimination. The Ministry of

Industry and Information Technology and the National Encrgy Administration shall annually
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announce to the public a list of enterprises with backward production capacities to be eliminated.
the backward technologies and cquipment, the deadlines for elimination and the overall progress.
We shall strengthen the communication among regions and among industries in climinating
backward production capacities, summarize, promote and widely publicize the effective practices
of outstanding regions and enterprises in eliminating backward production capacities, and create a

favorable atmosphere of public opinion for the elimination of backward production capacities.

2. Swengthening supervision and inspection. The relevant departments of the people’s
govemnments of all provinces, autonomous regions and municipalities dircctly under the central
govemment shall keep informed in a timely manner of the progress made in the climination of
backward production capacities and resettlement of employees. and report the aforesaid
information to the relevant deparunents of the state on a regular basis. The Ministry of Industry
and Information Technology. the National Development and Reform Commission, the Ministry of
Finance, and the National Energy Administration shall regularly organize the relevant departments
to supervise and inspect the local work of elimination of backward production capacities,
cffectively strengthen the guidance on the elimination of backward production capacitics in key

regions, and report the progress to the State Council.

3. Implementing the accountability system. We shall incorporate the completion of the objectives
of eliminating backward production capacities into the local government performance appraisal
system, assess the completion of the tasks of eliminating backward production capacities by
refering to the Notice of the State Council on Approving and Forwarding the Implementation
Plan and Mecasures for the Statistical Monitoring and Evaluation of Energy Conservation and
Emission Reduction (No. 36 [2007] of the State Council), and increase the ratio of completion of
the tasks of eliminating backward production capacities in the assessment. If a region fails to
complete the tasks of eliminating backward production capacities as required, it shall be
publicized and ordered 10 make rectifications within a prescribed time limit. If a region conceals
or makes any false report on the progress of climinating backward production capacities, or fails
to make rectification satisfactorily, the relevant responsible persons of such a region shall be held

liable according to laws and disciplines.

VII. Effectively Strengthening Organization and Leadership
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We shall establish an organization and coordination mechanism for the work of elimination of
backward production capacitics, and strengthen the leadership of the work of elimination of
backward production capacities. We shall set up an inter-ministerial coordination group for the
work of elimination of backward production capacities, which shall be led by the Ministry of
Industry and Information Technology and attended by the National Development and Reform
Commission, Ministry of Supervision, Ministry of Finance, Ministry of Human Resources and
Social Security, Ministry of Land and Resources. Ministry of Environmental Protection, Ministry
of Agriculture. Ministry of Commerce. People’s Bank. State-owned Assets Supervision and
Administration Commission, Statc Administration of Taxation, State Administration for Industry
and Commerce, General Administration of Quality Supervision, Inspection and Quarantine, State
Administration of Work Safety, China Banking Regulatory Commission, State Electricity
Regulatory Commission, National Energy Administration and other departments, to coordinate the
work of climinating backward production capacitics in an overall way, research and solve major
issues in the work of eliminating backward production capacities. put forward further objectives of
climinating backward production capacities according to the “twelfth five-vear™ plan and do a
good job in the division and organization of implementation of the tasks. The relevant departments
shall eamestly perform their responsibilitics and duties, actively implement various policics and
measures, strengthen communication and cooperation, and jointly do a good job in the ¢limination
of backward production capacities. The local people’s govermments at all levels shall improve the
leadership mechanism, make a clear division of responsibilitics, and ensure that the responsibility,
measures and supervision are all in place and remarkable cffects are achieved in the elimination of

backward production capacities.

Annex: Table of Division of Major Work in the Elimination of Backward Production Capacities
State Council

February 6, 2010

Annex: The Key Work Division of Eliminating Backward Capacity




