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PART I: PROJECT INFORMATION

	Project Title:
	Greening the Logistics Industry in Zhejiang Province

	Country(ies):
	People’s Republic of China
	GEF Project ID:[footnoteRef:1] [1:  Project ID number will be assigned by GEFSEC.] 

	5373

	GEF Agency(ies):
	UNDP
	GEF Agency Project ID:
	PIMS 5238

	Other Executing Partner(s):
	In China: Zhejiang Provincial Development and Reform Commission, Fuyang Municipal People's Government 
	Submission Date:
Resubmission Date:
	19 April 2013
28 August 2013

	GEF Focal Area (s):
	Climate Change
	Project Duration (Months)
	48

	Name of parent program (if applicable):
· [bookmark: CheckSFM]For SFM/REDD+ |_|
· For SGP                |_|
	N.A.
	Agency Fee ($):
	276,800



A. INDICATIVE FOCAL AREA STRATEGY FRAMEWORK[footnoteRef:2]: [2:  Refer to the reference attached on the Focal Area Results Framework when completing Table A.] 


	Focal Area Objectives
	Trust Fund
	Indicative  
Grant Amount
($) 
	Indicative Co-financing
($) 

	CCM-2: Market transformation for energy efficiency in industry and the building sector
	GEFTF
	1,863,700
	8,400,000

	CCM-4: Energy efficient, low-carbon transport and urban systems
	GEFTF
	1,050,000
	3,730,000

	Total Project Cost
	
	2,913,700
	12,130,000



B. INDICATIVE PROJECT FRAMEWORK

	Project Objective: Widespread application of energy efficient green logistics[footnoteRef:3] techniques and practices in the logistics industry in Zhejiang Province [3:  Supply chain management practices and strategies that reduce the environmental and energy footprint of freight distribution, and focuses on material handling, waste management, packaging and physical distribution (i.e., freight transport).] 


	Project Component
	Grant Type[footnoteRef:4] [4:  TA includes capacity building, and research and development] 


	Expected Outcomes
	
Expected Outputs
	Trust Fund
	Indicative 
Grant Amount ($) 
	Indicative Co-financing
($) 

	1. Policy and Regulatory Support for Green Logistics
	TA
	Established and enforced policy and regulations on the application and operation of green logistics systems in the logistics industry in Zhejiang Province
	· Completed research reports on: (1) the energy use trends and GHG emissions from the operation of the logistics industry (materials management, and physical distribution) in Zhejiang Province; and, (2) green logistics systems developed and implemented in other countries and their energy utilization performances
· Formulated and recommended  standards, policies and implementing rules and regulations on the promotion and practice of green logistics in Zhejiang Province
· Published and disseminated guides and reference documents for the application of energy conserving and energy efficient practices in the logistics industry
· Approved follow-up plan for the replication of the application of the piloted green logistics policies in Zhejiang Province in other provinces and cities.
	GEFTF
	500,000
	2,000,000

	2. Green Logistics Systems Demonstration
	TA
	Improved energy  efficiency in the materials management and physical distribution activities in the logistics industry in Zhejiang Province
	· Completed designs and plans of demonstrations of green logistics techniques in materials management in the logistics industry in Zhejiang Province including: (1) Modified design for the facilities and materials management system (including the associated facilities and infrastructures) in the Zhejiang Province logistics system projects; (2) Feasibility analyses on the application and operation of green logistics system; and, (3) Implementation plans (including financing arrangements) for each EE materials management demonstration.
· Completed designs and plans of demonstrations of green logistics techniques in physical distribution in the logistics industry in Zhejiang Province including: (1) Feasibility analyses on the application and operation of alternative green logistics physical distribution system; (2) Developed energy efficient water and water/road freight planning and management schemes; and, (3) Implementation plans (including financing arrangements) for the green logistics physical distribution demonstration (e.g., consolidated road freight transport system operated and managed using advanced logistics tracking and monitoring technologies)
· Documented annual evaluation reports on the energy performance and environmental impacts of each demo project, and documented and disseminated demo project results that highlights the reduction of empty load rates down to at least 10%, and the realization of an estimated GHG emission reduction of at least 0.19 million tons CO2/year 
· Developed action plan for sustainability of the green logistics system demo program
	GEFTF
	1,000,000
	1,800,000

	
	Inv
	
	· Installed and operational green logistics-based centralized logistic facility in Fuyang City, Zhejiang Province
· Operational green logistics-based physical distribution system demonstration project in Zhejiang Province.
	GEFTF
	1,000,000
	6,030,000

	3. Capacity Building and Promotion of Green Logistics Systems
	TA
	Increased application and utilization of energy efficient materials management and physical distribution techniques, technologies and practices in the logistics and manufacturing industries in Zhejiang Province
	· Completed assessment report on the capacity development needs in the area of green logistics and developed green logistics capacity building program[footnoteRef:5] [5:  Potentially covering materials and facilities management and physical distribution for the government and logistics industry] 

· Completed green logistics training courses for government authorities and relevant stakeholders in the logistics and manufacturing industries in Zhejiang Province (e.g., concepts, practices, methodologies)
· Completed and disseminated technical guidance documents including web-based tools on green logistics systems
· Conducted promotional workshops and/or activities to disseminate demo program results and documents, and to enhance awareness and knowledge in green logistics systems.
· Completed and fully evaluated program for the promotion and capacity building of green logistics systems
· Designed, endorsed and implemented energy performance rating program for LSPs in Zhejiang Province 
	GEFTF
	274,950
	1,500,000

	Subtotal
	
	
	2,774,950
	11,330,000

	Project Management Cost (PMC)[footnoteRef:6] [6:  To be calculated as percent of subtotal.] 

	
	GEFTF
	138,750
	800,000

	Total Project Cost
	
	
	2,913,700
	12,130,000



C. INDICATIVE CO-FINANCING FOR THE PROJECT BY SOURCE AND BY NAME IF AVAILABLE, ($)

	Sources of Co-financing 
	Name of Co-financier
	Type of Co-financing
	Amount ($)

	Local Government
	Zhejiang Provincial Government
	Grant
	1,900,000

	Local Government
	Zhejiang Provincial Government
	In-kind
	100,000

	Local Government
	Fuyang City Government
	Grant
	2,000,000

	Local Government
	Fuyang City Government
	In-kind
	180,000

	Private Sector
	Hangzhou Fuyang Chuanhua Logistics Base Co. Ltd.
	Grant
	3,500,000

	Private Sector
	Zhejiang Fuyangkouan International Logistics Co. Ltd.
	Grant
	4,200,000

	GEF Agency
	UNDP
	Grant
	250,000

	
	     
	
	

	
	     
	
	

	Total Co-financing
	12,130,000



D. INDICATIVE TRUST FUND RESOURCES ($) REQUESTED BY AGENCY, FOCAL AREA AND COUNTRYa: N.A.
aIn case of a single focal area, single country, single GEF Agency project, and single trust fund project, there is no need to provide information for this table. PMC amount from Table B should be included proportionately to the focal area amount in this table. 

E.  PROJECT PREPARATION GRANT (PPG)[footnoteRef:7] [7:   On an exceptional basis, PPG amount may differ upon detailed discussion and justification with the GEFSEC.] 


Please check on the appropriate box for PPG as needed for the project according to the GEF Project Grant:
	           						       Amount                         Agency Fee                 
							       Requested ($)  	    for PPG ($)[footnoteRef:8] [8:    PPG fee percentage follows the percentage of the GEF Project Grant amount requested.] 

· No PPG required.                                          		       ___-- 0--____     	       --0--___
· (up to) $50k for projects up to & including $1 million       ___________ 	      ________
· (up to) $100k for projects up to & including $3 million      100,000			9,500
· (up to) $150k for projects up to & including $6 million     ___________                _________
· (up to) $200k for projects up to & including $10 million   ___________                 ________
· (up to) $300k for projects above $10 million     	       ___________                ________

F. PPG AMOUNT REQUESTED BY AGENCY(IES), FOCAL AREA(S) AND COUNTRY(IES) FOR MFA AND/OR MTF PROJECT ONLY: N. A.
MFA:  Multi-focal area projects; MTF:  Multi-Trust Fund projects.


PART II:  PROJECT JUSTIFICATION

Project Overview

A.1. Project Description: 

Global Environmental Problems, Root Causes and Barriers

For a country like China, which for the past 2 decades has been experiencing rapid economic growth, activities such as the production, handling, storage, and physical delivery of products/goods (including raw materials) have increased significantly. Trucking, the most common, yet the most energy inefficient form of freight/cargo transport, accounts for 90% of the annual total volume of freight transport in China (compared to 75% by rail in the USA). Currently, the logistics industry in China faces lots of problems, including non-standard supply chain equipment, low truck availability, and long loading time. As a result, operational expenses (mainly on energy consumption for physical distribution, i.e., freight transport; and materials management; i.e., inventory carrying) in China’s logistics industry account for 18.3% of the GDP, compared with 6% in Germany and 5% in France.

To cope up with the rapid economic growth, logistics infrastructure investments have been spectacular; in the last five years China has spent more than about US$1.5 trillion on 639,000 km of new roads, 33,000 km of new freeways and 15,500 km of new railway lines. It has created 1,700 deep water ports and 170 airports. But all of these are not integrated. As a result, despite of these huge investments, the logistics efficiency in China is very low compared to that in other countries. National average empty truck load is 50% to 60%[footnoteRef:9].  Also, average fuel consumption per distance by trucks is about 30% higher than those in the developed countries. The logistics across China cost[footnoteRef:10] a massive 17.9% of GDP in Q1 2012, about double that of developed countries. China’s higher logistics cost is related to the capacity & skills of its logistics services providers (LSPs). The country’s LSPs are yet to progress further towards added value and more sophisticated services. The logistics industry is fragmented, with more than 1,000 players and even more “unskilled providers”.  [9:  From various news articles in the Green Freight website (http://www.greenfreightandlogistics.org/); CAI-Asia China Office, 901A, Reignwood Building, No.8 YongAn DongLi, Jianguomenwai Avenue, Beijing 100022 China; cpo@cai-asia.org. One of the reasons cited is the operations of inefficient and imbalanced transport networks that do not make use of trans-regional alliances to help improve supply chain coordination, and offer more integrated services, including returnable packaging and multi-modal transport.]  [10:  Physical distribution (freight transport) accounts for typically 50% of the overall cost. Bulk of this cost is for energy use. The next big cost item is inventory carrying (which cover warehousing, cold storage, packaging, waste recycling/reuse), and much of this is for energy used in these material management logistics activities. Higher energy consumption from these 2 major logistics activities translates to higher GHG emissions from the logistics industry.] 


Green Logistics has been considered as the answer to improving the logistics industry and it is also a big potential market in China due to the increasing development of Chinese industrial, transportation industries and the growing awareness of environmental protection. Environment conscious Chinese companies, particularly those engaged in the global market, are becoming increasingly aware of the importance of efficiency and energy saving. For these companies, the interest and willingness to apply this supply chain management technique is present but there is lack of understanding of how this can be done. LSPs and manufacturers have begun to work more closely to deepen the development of the supply chain. Nonetheless, there is a lot more to be done to bring China up to a globally competitive standard.

The following are the identified major barriers to the application of “green logistics” in China:

· Lack of comprehensive, consistent and enforced policies (and implementation and institutional arrangements) supporting the application of green logistics systems in the logistics industry 
· Low level of capacity, knowledge and skills of and cooperation among the relevant government entities, manufacturing and logistics industries on the application, design and operationalization of green logistics systems, as well as in the application of energy conservation and operational efficiency in the logistics industry
· Low level of confidence of the logistics industry on the viability of green logistics applications and infrastructures - “Green Logistics” technologies and techniques are regarded in the industry as new high tech approach, and is relatively expensive. When the current system seems to work anyway (although in an inefficient, wasteful and a lengthy process compared to those in developed countries), there is no incentive for logistics firms to modernize and apply energy efficient and environment conserving practices. The industry expects financial incentives and support if these are to be pursued.
· Lack of an effective information platform to share the successful experiences in the design, development and operation of green logistics system 

Baseline Scenario and Associated Baseline Projects:

During the past 2 decades, the logistics industry in China has significantly developed and presently occupies an important position in the country’s economy. But because of the country’s rapid economic growth, the industry has grown in a sort of “forced economy” scenario whereby the energy utilization efficiency and the environmental impacts of the various materials management and physical distribution activities in the industry were not given due consideration. The environmental impacts of logistical activities are most severe where population densities are highest, i.e., in cities where most logistics infrastructures and LSPs are located. With the current trend of economic development that more or less is for increasing social productivity and overall national strength and improving people's living standards, the relatively lesser attention given to environmental concerns within the logistics industry will lead to higher energy consumption, increasing waste generation and pollution, and GHG emissions. While some logistics centres in the country has started (albeit late compared with developed countries) to implement “green logistics”, the successful realization of such supply chain management techniques and practice remains much to be desired. Without efforts to bridge the current significant gap in adopting, supporting and effectively implementing “green logistics” the current trend of ever increasing energy consumption in freight transport/handling, waste and pollution generation from the materials management activities, and the consequential generation of increasing amounts of GHG emissions from the logistic industry activities will continue. In the end, faced with increasing level of environmental and product quality specifications in the global market, this trend could negatively affect the economic growth of the country. 

Efforts to improve efficiency in the logistics industry in Zhejiang Province include 2 planned projects under the Zhejiang Fuyang Green Logistics Platform program of the provincial government and by the Fuyang City government. These are:

· Transformation of Road and Port Logistics Project – This project is on the improvement of logistics management and technology applications, and logistics system optimization. It will involve the construction of a logistics information exchange centre, a transportation centre, an express transport centre, a central warehouse, and additional complementary service facilities. The intention is to come up with a more efficient logistics operations combining sea, air and road transport systems, to optimize logistics operations towards achieving objectives of logistics, such as efficiency, congestion alleviation, and, energy conservation. The project started at the end of 2012 and will cost RMB 300 million to implement.
· International Port Logistics Project - This project will entail the construction of a 170,000 m2 of a modern combined custom and quarantine inspection warehouse, and 20,000 m2 of container handling facilities. It will be the service centre for import/export inspection and transport. The project will also plan to utilize the planned Dongzhou Port to connect to three rivers and replace current road transport with water transport and reduce empty return transport.
· Other related initiatives on improving the energy utilization performance and environment quality in the logistics industry province are the following:

· Energy Savings in Transportation Propulsion Engineering Project – This project is in line with the Zhejiang Transport Sector "Resource Saving and Environmental Protection Action Plan, and is aimed at achieving energy efficiency in freight transportation and reduce energy consumption in the logistics industry by employing green logistics systems.
· Implementation of the Fuyang City "Trade Logistics 12th Five-Year Plan" – This is will involve the implementation of planned actions to improve trade and logistics operations with the focus of upgrading the system and infrastructures of the city’s logistics industry. The project intends to save energy, reduce wastes and operational costs in the city’s logistic industry.

Proposed Alternative Scenario, Components and Expected Outcomes of the Proposed Project:

The objective of the proposed project is the widespread application of energy efficient green logistics techniques and practices in the logistics industry in Zhejiang Province. To achieve this, the identified barriers to the effective and extensive application of green logistics in the logistics industry in the province have to be removed. Thus a barrier removal approach will be applied. 

The planned alternative scenario that will be facilitated through this proposed project is the transformation of the logistics industry in Zhejiang Province into one that operates based on the 3 basic pillars for urban-based green logistics: mobility, sustainability and liveability, wherein the interplay of operational efficiency, environmental friendliness and energy efficiency/conservation is vital for ensuring sustainable operation and development of the province’s logistics industry. The transformation that will be at least influenced through the various interventions that will be carried out under the proposed project is expected to bring about a logistics industry based in Fuyang City that will satisfactorily serve the commercial and manufacturing sectors in Zhejiang Province in the delivery and collection of goods in an efficient way, without disrupting the sustainable, mobile, liveable and environmental friendly character of the city[footnoteRef:11]. This will significantly reduce, if not eliminate, the empty load rates of freight trucks that are mainly owned by individual industrial companies transporting their own raw materials and finished products. The barrier removal activities that will be carried out in the project will make possible the effective implementation of green logistics systems in the industry thereby enabling more efficient, energy conserving, wastes reducing materials management and physical distribution operations that in the end will translate to not only significant monetary savings, but also substantial GHG emission reductions. Such alternative scenario to what could be expected if the current logistics systems will continue business-as-usual will not only benefit the logistics industry in Zhejiang Province but also the entire logistics industry in China. [11:  This can comprise of private freight transport companies that employ advance logistic tracking and monitoring technologies that can serve the product (raw materials and finished goods) transport of various industrial companies. This can contribute to ensuring that trucks are optimally used during both off-bound and in-bound legs of the trip, thereby significantly reducing instances of empty loads.] 


The following are the proposed interventions that would facilitate the realization of the envisioned alternative scenario for the logistics industry in Zhejiang Province:  

Component 1: Policy and Regulatory Support for Green Logistics – This component will address the barrier related to the inadequate policies and regulatory frameworks that support the promotion and application of green logistics in the logistics industry in Zhejiang Province. A future condition wherein established support policies and regulations on the application and operation of green logistics systems are enforced in the logistics industry in Zhejiang Province is the expected outcome from the envisioned activities under this component. This component will involve working with the local governments of Zhejiang Province and Fuyang City on the formulation and approval of policies and regulations on logistics, and will include: (a) Conduct of researches on: (i) the energy use trends and GHG emissions from the operation of the logistics industry (materials management, and physical distribution) in Zhejiang Province; and, (ii) green logistics systems developed and implemented in other countries and their energy utilization performances[footnoteRef:12]; (b) Formulation for recommendation of adoption of standards, policies and implementing rules and regulations on the promotion and practice of green logistics in Zhejiang Province, including improved coordination of various applicable freight transport modes in the province; (c) Publication and dissemination of guides and reference documents for the application of energy conserving and energy efficient practices in the logistics industry in Zhejiang Province, in particular, and in China, in general; and, (d) Approved follow-up plan to promote and implement the replication of the successful applications of the piloted green logistics (materials management and physical distribution) policies in Zhejiang Province to other major Chinese provinces and cities[footnoteRef:13]. The major port cities in Zhejiang (Ningbo and Beilun) are among the initial cities that are targeted to replicate the green logistics policies that the project will demonstrate. At the later part of the project implementation, at least 5 other cities that have sizable logistics industry (e.g., Dalian, Qingdao, Tianjin, Quanzhou, and Yangshan) will be targeted for the replication of green logistics principles, technologies/techniques and practices. The indicative cities targeted for replication are port cities with big logistics establishments (logistics services providers – LSPs), that serve several large scale manufacturing industries. These are areas that are similar to the port cities in Zhejiang Province such as Hangzhou and Fuyang, and where the optimized combination of land and water freight transport systems can potentially generate more efficient operations energy-wise and cost-wise, and in so doing reduce road freight transport-related air pollution and realize GEBs. [12:  This research work will produce a compendium of various energy conservation, energy efficiency and environment conserving measures, techniques, and practices that have been developed and implemented in various countries. Such measures, techniques and practices shall be in the materials management and physical distribution operations in the logistics industry in various countries that have significant trade relations with China, particularly developing countries whose economic growth is similar to the country. Among the information that will be covered include: (a) green logistics technology or process descriptions, specific energy consumption of such technologies/processes, investments costs involved, energy utilization and cost performances, economic/financial performance, specific support policies and regulations, lessons learned (successful, less successful, and bad), etc. This is for the purpose of guiding the policy makers in coming up with the necessary policy and institutional frameworks that will support the implementation of green logistics systems.   ]  [13:  This will be in coordination with the various stakeholders of the logistics and freight transport industries in cooperation with the provincial Development Reform Commissions and where necessary also with the National Development Reform Commission (NDRC). 
.] 


Component 2: Green Logistics Systems Demonstration – This component is meant to address the barrier regarding the low level of capacity, knowledge and skills of, and cooperation among the relevant government entities, manufacturing and logistics industries on the application, design and operationalization of green logistics systems, as well as in the application of energy conservation and operational efficiency in the logistics industry. It is also intended to enhance the level of confidence of the logistics industry on the viability of green logistics applications and infrastructures. With the interventions that will be carried out under this component, improved energy efficiency in the materials management and physical distribution activities in the logistics industry in Zhejiang Province is expected. The activities that will be carried out under this component will be in cooperation with the logistic companies that are interested in the application of green logistics technologies/techniques in their operations. 

There will be three sets of activities. The two major activities are on the demonstration of the application of green logistics in the: (1) materials management; and, (2) physical distribution, operations in the logistics industry in Zhejiang Province. The demonstrations on the green logistics application on materials management will entail the performance of the following activities: (i) Modification of the design for the facilities and materials management system (including the associated facilities and infrastructures) in the Zhejiang Province logistics system projects; (ii) Conduct of feasibility analyses on the application and operation of green logistics system; (iii) Development and approval of the implementation plans (including financing arrangements) for each EE materials management demonstration;  and, (iv) Construction, commissioning and operation of a green logistics-based centralized logistic facility in Fuyang City, Zhejiang Province. The demonstrations on the green logistics application on physical distribution will involve the performance of the following activities: (i) Conduct of feasibility analyses on the application and operation of alternative green logistics physical distribution system; (2) Development of energy efficient water and water/road freight planning and management schemes; (3) Development of implementation plans (including financing arrangements) for the green logistics physical distribution demonstration; and, (4) Establishment and operation of a green logistics-based physical distribution system demonstration project in Zhejiang Province.

The other set of activities is mainly on the documentation of the demonstration results and the energy performance and environmental impacts of each demonstrations, as well as action planning for sustainability of the green logistics system demonstration program

Component 3: Capacity Building and Promotion of Green Logistics Systems – This component will consist of interventions which are aimed at removing barrier concerning the lack of an effective information platform to share the successful experiences in the design, development and operation of green logistics system. The successful completion of the envisioned activities under this component will to contribute achieving an increased application and utilization of energy efficient materials management and physical distribution techniques, technologies and practices in the logistics and manufacturing industries in Zhejiang Province. The indicative activities that will be carried out under this component include: (1) Conduct of a capacity development needs assessment in the area of green logistics and developed green logistics capacity building program; (2) Design and conduct of green logistics training courses for government authorities and relevant stakeholders in the logistics and manufacturing industries in Zhejiang Province (e.g., concepts, practices, methodologies); (3) Development and dissemination of technical guidance documents including web-based tools on green logistics systems[footnoteRef:14]; (4) Conduct of promotional workshops and/or activities to disseminate demo program results and documents, and to enhance awareness and knowledge in green logistics systems; (5) Evaluation of the promotion and capacity building of green logistics systems; and, (6) Designing, promotion and implementation of an energy performance rating program for LSPs in Zhejiang Province. [14:  This will also include the performance of research on case studies of international best practices in green logistics in developed countries, as well as using the lessons-learned from the demonstrations. The focus of the case studies of international best practices in green logistics that can be emulated in China, and is mainly for capacity development purposes. These may include, among others the best practices in terms of sustainability, mobility, livability, global competiveness, efficiency (process/procedures), cost effectiveness, environmental friendliness, congestion alleviation, safety and security, energy conservation and energy efficiency, labor requirements and social impacts. These case studies will supplement the technical guidance document and web-based tools on green logistics that will be developed and disseminated to Chinese LSPs.  ] 


Incremental Cost Reasoning and Expected Contributions from the Baseline, the GEFTF, LDCF/SCCF and Co-financing

The proposed project will build on the planned and budgeted projects in the logistics industry in Zhejiang Province. These baseline projects are meant to improve the operational efficiency of the logistics industry in the province through system upgrades and consolidation of freight transport, which practically involves mainly trucking of goods (raw materials and finished products) of the major industries in the Province (e.g., paper-making, communication equipment, mining, cement, building materials, metal smelting, etc.) to and from the international ports of Ningbo and Shanghai, and to other Chinese cities. While the idea of cost savings, environmental protection and operational efficiency improvement are among the driving force for Zhejiang Fuyang Green Logistics Platform program of the Provincial Government, due to lack of knowledge of green logistics techniques, the 2 logistics projects under this program are by and large still based on the traditional logistics model which does not take a holistic approach toward minimizing energy and environmental impacts at every stage of the logistics operations. With these, the full potential for energy savings, operational cost savings, and GHG emission reductions in the logistics industry will not be realized. 

For the effective showcasing and promotion of the application of the green logistics model, enhancements of the current design to incorporate green logistics features will be done through the removal of barriers associated with the lack of capacity and knowledge about the application, design, financing and operation of green logistics systems for the materials management and physical distribution operations in the provincial logistics industry. Incremental support activities are necessary to facilitate the demonstrations of the application of the energy-saving and environment conserving aspects of green logistics systems. For example, incremental activities that will focus on the incorporation of more cost-effective approaches to facilitate full utilization of river systems in Fuyang City and in the province for freight transport to reduce empty load rates of freight truck from the current 50% to at least 10% are required to realize freight transport energy savings and the associated GHG emission reduction. To encourage the major stakeholders in the logistics industry (government authorities, commercial establishments, and manufacturing industries) to support the establishment and operation green logistics infrastructures; and facilitate the cost effective utilization of such infrastructures and the enabling of green logistic systems, GEF support are necessary. Otherwise, without such incremental enabling activities the achievement of the anticipated alternative scenario in Zhejiang Province’s logistic industry will not be realized. More importantly, incremental activities to establish and enforce policy and regulatory frameworks that are supportive (through effective institutional arrangements, financial/fiscal incentives, information sharing, etc.) will be necessary to sustain the application of green logistics systems in the logistics as well as the substantial sustainable development benefits that result from them.

Without GEF support for funding the incremental cost for removing the barriers that this proposed project will address, the expected potential additional global environmental benefits (in terms of avoided CO2 emissions linked from the electricity and transport fuels that will be saved) would not be realized. Without this proposed project, China would have limited success in promoting energy efficient and environment friendly techniques and practices in an energy-intensive logistics industry (particularly freight transport), and consequently the potential contribution to achieving the country’s GHG emissions reduction targets will not be fully realized. With the GEF support for the incremental cost needed to create the much needed enabling conditions to remove the barriers that will in turn facilitate the widespread application of green logistics, and ultimately realize the expected global environmental benefits of reducing GHG emissions (from energy savings derived from the energy efficient materials management and physical distribution operations) in the country’s logistic industry.

Global Environmental Benefits

Among the anticipated benefits from proposed GEF project are the following: (a) Reduction of Zhejiang Province’s freight truck empty load rates from 50% to 10%, which contribute to an estimated 10% reduction in the approximately 19 million tons of CO2 emissions from truck transport in Zhejiang Province[footnoteRef:15]; (b) Increased utilization of more cost-effective and energy efficient water transport systems; (c) Direct energy savings from the application of energy efficiency technologies and practices in the materials handling/management activities of LSPs; and, (d) Reduction of logistics costs (half of which is on energy costs) for provincial manufacturing industries by about 40% from the freight consolidation features of the new green logistics system. Preliminary estimates place the potential energy savings from the implementation of the feasible and applicable features of the green logistics systems in the logistics industry in Zhejiang Province to a magnitude that will bring about a cumulative 10-year GHG emission reduction of about 19 million tons CO2. Examples of potential savings are: (a) Switching a truck route from Shanghai to ocean shipping, can potential save nearly half the costs and 52% of emissions; and, (b) Increasing container utilization, improving from 58% to 75%, can bring costs benefits as well as a 15% savings in CO2 emissions [15:  The approximate breakdown of CO2 emissions is as follows: (a) 42.6% from large-sized trucks @ 31.9 lits/100 kms (average 63,451 kms/truck/yr); (b) 10.9% from medium-sized trucks @ 25.5 lits/100 kms (average 64,953 kms/truck/yr); and, (c) 46.5% from small-sized trucks @ 13.5 lits/100 kms (average 40,947 kms/truck/yr). Fuel is automotive diesel oil (2.67 kgs CO2/lit). Total truck population in Zhejiang Province as of 2012 is 794,381 comprising of 149,522 large-sized trucks; 46,836 medium-sized trucks; and, 598,023 small-sized trucks.] 

· 
.

Considering the estimated potential CO2 emission reduction, and the estimated GEF funding resulting estimated unit abatement cost (UAC) would be about US$ 0.16/ton CO2 (i.e., GEF$ per ton CO2). This measure of the project’s cost effectiveness (i.e., UAC) will be tracked using a monitoring and evaluation system that the proposed project will be developed during the project. This UAC figure will be regularly re-evaluated and updated during the project implementation particularly in quantifying the potential energy savings from projected replications, and in coming up with the CO2 emission reduction estimates. 

Innovativeness, Sustainability and Potential for Scaling-up

A project on enabling and facilitating improvements in the energy utilization performance the logistics industry, particularly in a rapidly growing economy like China is something that is clearly innovative. While there have been initiatives in improving the energy efficiency of land freight transport systems (i.e., trucking) in the country, schemes that will promote and enable the wide scale utilization of available and feasible alternative freight transport systems (mainly the more energy efficient water transport systems) would be something worth addressing. Moreover, the promotion of energy efficient and energy conserving operations in materials management (e.g., packaging, warehousing, cold storage, waste management) in the logistics industry is also an innovative feature of such kind of project in China. In its desire to reduce operational costs in an environment friendly manner, Zhejiang Province (and particularly Fuyang City) has embarked on a plan to apply green logistics in the operations of its logistics industry. However, the province in confronted with barriers that hinder them in applying such techniques and practices and in realizing their expectations of cost savings and low carbon footprint operations. Such barriers need to be addressed in an integrated manner to help pave the way for a rather very promising development in the province’s logistic industry. The potential for a wider application of green logistics is quite high, considering what seems to be an ever growing domestic and foreign trade. The activities that will be carried out under this proposed project are barrier removal in nature. To ensure avoidance of the recurrence of the barriers and the continuance of the enabling environments that will be created and/or facilitated by the project, appropriate sustainable follow-up actions will be planned as part of the project activities. Such action plan will be implemented after the project as per the institutional arrangements that will be developed for such purpose. In addition, the removal of barriers and the effective and seamless implementation of the procedures and regulatory/policy and institutional frameworks that will be established will surely influence the scaling-up of the project, e.g., to carry out the same interventions in other provinces particularly those with a large logistics industry.

A.2. Stakeholders: 

The following table lists the key stakeholders of the project and their roles and responsibilities in the design and preparation of the proposed project:

	Stakeholder
	Roles and Responsibilities in Project Preparation

	Zhejiang Provincial Government (Zhejiang Provincial Development and Reform Commission)[footnoteRef:16] [16:  The Zhejiang Provincial DRC, which is under the NDRC, is the executing agency for this project. Through its direct linkage with the NDRC, the successful results of the various interventions (particularly the demonstrations), as well as the supporting frameworks, policies and regulations that will be developed and established under the project, as well as whatever best practices that will be generated and lessons learned from the project can be easily shared with other provinces. The NDRC, while not directly involved in the project, will facilitate potential application and replication of the green logistics technologies/techniques and practices that will be promoted under the project.] 

	Responsible for communication and coordination with MOF and UNDP, liaison with local governments, project development management, and project development financial management.

	Fuyang City Government
	Provision of assistance in the identification and design of demonstrations for the application of green logistics technologies, techniques and practices in logistics operations in Fuyang City

	Hangzhou Fuyang Chuanhua Logistics Base Co. Ltd.
	Design of activities on the demonstration of green logistics in physical distribution operations

	Zhejiang Fuyangkouan International Logistics Co. Ltd.
	Design of activities on the demonstration of green logistics in materials management operations 

	Other Zhejiang Province based logistic service providers
	Participation in the design of the incremental technical assistance and capacity development activities of the project

	UNDP
	Provision of technical support in the development of the project concept, PIF and project document 



A.3 Risk: 
	


During the project implementation, the risks that might prevent the project objectives from being achieved are listed as follows:

	Risk
	Level of Risk
	Mitigating Actions

	Low level of commitment of stakeholders (including government agencies and LSPs) in the implementation of project activities
	Low
	Lead implementing partner (IP), the People's Government of Zhejiang Province, will make use of its existing working relationship with most of the provincial government and private sector enterprises in ensuring high level of interest and active participation in the project. With its influence and the strong support of the provincial government departments as well as with its previous international project implementation experience a variety of institutions, the provincial government is expected come up with an efficient coordination mechanism to ensure the high quality of the project implementation.

	Difficulties in the replication of successful results of the project
	Low
	The lead IP will maintain close contact with key central and provincial government agencies for the dissemination of the demonstration results and closely coordinate and guide the replication of the demonstrations. The strategy of assigning and close monitoring of the execution of key implementation roles to the relevant departments of the central and provincial governments (including the Ministry of Transport) will be employed.

	Availability of co-financing is delayed and negatively affects the implementation of the project activities
	Low
	The IP will make sure that written commitments of the key co-financers of the project becomes available to ensure the financial plan of the project. Moreover, in-depth involvement of the co-financers (particularly those, whose projects, or components therein, will be subsumed into the proposed project) in the design of the components of the project will ensure clearer understanding of the project and the necessity of their co-financing. The actual delivery of the committed co-financing will be regularly monitored by the IP.

	Varying vested interests and objectives of logistics service providers as well as other stakeholders in the local and central governments may prevent the effective organization and coordination of their participation and support of the project
	Low
	The lead IP will closely coordinate the project implementation with the project partners utilizing its rich experience implementing energy management projects with government offices such as NDRC and MOT. In addition, apart from establishing competent project team that will comprise of competent local and international experts in the field of green logistics, the IP will also make use of its current good working relationship with the local logistics industry.


 
The overall risk is low.

A.4. Coordination:
	


The design of the proposed project will fully coordinate with the other projects implemented in China that are related to freight transport and industrial energy efficiency. 

1. China Energy Efficiency Promotion in Industry Project (CEEPI) – The project development team will liaise and consult with the implementers of this project, which is a WB/GEF project focusing on the promotion of energy management systems and capacity building in industry, in designing and implementing the policy barrier removal activities under Component 1 of this proposed GEF project.

2. Guangdong Green Freight Demonstration Project Motor Challenge Program (MCP) – This ongoing project is a WB/GEF project is aimed at demonstrating the global and local environmental benefits to the application of energy efficiency vehicle technologies and operating techniques to more than 500,000 truck operators in Guangdong Province; and, supporting the improvement of energy efficiency and reducing greenhouse gas emissions in the road freight transport sector in Guangdong Province. The project development team will interact and consult with the implementers of this project (particularly those working on the energy efficiency capacity development activities) in designing and implementing the technical and information barrier removal activities under Component 2 of this proposed GEF project.

The project development team will also coordinate with the relevant departments of the local governments in Zhenjiang Province and Fuyang City on their ongoing/planned activities and projects that are relevant to the proposed GEF project in order to explore and possibly make use of potential synergies, and ensure complementarity and building on best practices and lessons learned. The establishment of links with the relevant agencies and ongoing projects/programs is expected to help in identifying the relevant activities that will build on their respective achievements. The project will be developed in close cooperation with its stakeholders as well as with the UNDP-Asia Pacific Regional Centre in Bangkok. The UNDP country office in China will be fully involved in the project development through its participation in the various stakeholder and co-financing consultation meetings and technical workshops during project development, and in the multipartite review meetings. Consultations will also be done with UNDP-GEF, New York during the project development phase.
 
	B.1. National strategies and plans or reports and assessments under relevant conventions, if applicable:



This proposed climate change mitigation project is consistent with Energy-Saving and Emission-Reduction objectives of China’s national energy strategy and planning. China’s 12th Five-Year Plan (2011 to 2015). The estimated annual 1.9 million tons CO2 emission reduction that will be brought about, influenced and facilitated by this proposed project is expected contribute substantially to achieving the country’s target GHG emission reduction. The proposed project is also in line with the Ministry of Transport’s "Twelfth Five-Year" Development Plan "implementation" that aims to promote freight and logistics development. This plan includes the implementation of key road transport infrastructure construction projects, including highway passenger stations and passenger hub, as well as a logistics park and road freight hub. Moreover, the project will be guided by the plans of the Ministry of Transport’s Road and Waterway Transportation, Energy-Saving and Long-term Plan (2015 and 2020), which is a national medium-to long-term planning framework that includes a program for local logistics industry improvement projects, with the view of achieving energy conservation in the logistics industry. Lastly, the project is in concordance with the Zhejiang Provincial Transport and Communications Department’s 2011 12th Five Year Plan, which calls for civilian aviation, highway and waterway transport development in Zhejiang Province. The province is one of the highest energy consuming provinces in China, and its total road and waterway transport are ranked number three in China. This plan aims to reduce 2.2 million tce from road transport and 750,000 tce from waterway transport by 2015. 

Moreover, this proposed project is in line with the climate change mitigation plans and actions that are presented in China’s Second National Communication (2NC). This is because the 2NC supports the country’s plans and programs that it intends to pursue during the 12th FYP period, which is on industrial structure optimization in combination with further technological advances, enhanced project measures, strengthened management and guidance to substantially improve its energy efficiency[footnoteRef:17]. In this regard this proposed PIF, which is on improving the energy utilization efficiency in the material management and physical distribution operations in the Chinese logistics industry, is expected to contribute to the achievement of the country’s GHG emission reduction targets. [17:  This is to curb the high energy consumptions and high GHG emissions from energy consuming industries, such as the logistics industry. This will involve reasonably controlling the total energy consumption and enhancing the energy use management in industry, construction, transportation, public institutions, urban and rural construction as well as consumption sectors; enhancing energy conservation management of major energy consumers; enabling enterprises take up energy-saving and low-carbon actions.] 


B.2. GEF focal area and/or fund(s) strategies, eligibility criteria and priorities:

The proposed project fits the GEF-5 CCM strategic objective #2 (Promotion of market transformation for energy efficiency in industry and the building sectors) under the climate change mitigation focal area of the GEF and will contribute to the reduction of greenhouse gas emissions through the transformation of the operations of the logistics industry in Zhejiang Province into an energy efficient, integrated and holistic process, particularly the materials management aspects. Moreover, the interventions on the alternative freight transport systems under the proposed project are in line with the GEF-5 CCM strategic objective #4 (Promotion of energy efficient, low carbon transport and urban systems). The proposed activities on the improvement of the energy utilization performance in physical distribution in the logistics industry will entail the facilitation (through barrier removal) of the increased utilization of water and water/road transport systems in Zhejiang Province to reduce empty load rates in freight trucking.

In this project proposal the logistics sector is considered as an industry comprising of establishments that include mainly of logistics service providers (LSPs). These LSPs provide either or both services for materials and facilities management (e.g., warehousing, cold storage, packaging, waste recycling/reuse, etc.) or/and physical distribution (e.g., freight transport and goods delivery). The energy efficiency interventions in the materials and facilities management services are contributing to CCM-2 (EE in buildings and industrial sectors). The energy efficiency interventions in the physical distribution services are contributing to CCM-4 (sustainable transport and urban systems). The proposed project is being proposed as contributing to both CCMs 2 and 4. The proposed project can be considered as a stand-alone CCM-4 project if one is to consider the logistics industry as an urban system with the relevant infrastructures (e.g., ports, freight consolidation areas, warehouses, etc.) being established, constructed, operated and maintained by a city. But that is not the case in Zhejiang Province and Fuyang City.

B.3. GEF Agency’s comparative advantage for implementing this project: 

This project, which focuses on the logistics industry, contributes to the achievement of the outcome - energy efficiency in industry and the building sectors as stated in the UNDP-China Country Program Document 2011 – 2015. It also contributes to the achievement of the primary outcome - Environmental protection, climate change, and natural resource management on Environment and Sustainable Development, as mentioned in the UNDAF 2011-2015. Moreover, this program is directly in line with the UNDP EITT’s signature program on low emission urban and transport infrastructure, specifically focusing on GHG emission reduction from the logistics industry in Zhejiang Province. With its country presence, UNDP-China is well-positioned to implement this proposed project as it has, and currently have, a proven track record of successful implementation of energy efficiency projects in the country, as well as sustainable transport projects in other developing countries in Asia. The optimization and improvement of the energy performance of energy consuming processes and operations in industry are included in most of these energy efficiency projects that were carried out in industries and buildings, by and large such interventions are also, with appropriate adjustments, are also applicable to the materials management and physical distribution processes and operations in the logistics industry in China.

For this project, the UNDP will be providing cash co-financing, which will be used mainly for project management (including travel for project inspections, audits, monitoring and evaluation activities). This co-financing will come from allocated core funding to support energy and environment activities of the country office in line with the realization of goals of the current country program in China. The final amount of UNDP co-financing will be determined during the PPG exercise and is expected to be not less than US$ 250,000.

As one of the leading UN agency in China supporting the GOC in addressing climate change issues in the country; its staff members’ substantial experience in the successful implementation of GEF-funded projects in the country; and its overall substantial experience and expertise in working in partnership at the decentralized level with local governments, private sector, policy makers and civil society, justify its capacity and qualification to implement this proposed project. As in other climate change mitigation and energy projects, UNDP-China will be backstopped by technical expertise available in the UNDP Asia-Pacific Resource Centre (APRC) in Bangkok, Thailand in the design, preparation and implementation of this proposed project.
	




PART III:  APPROVAL/ENDORSEMENT BY GEF OPERATIONAL FOCAL POINT(S) AND GEF AGENCY(IES)

A. RECORD OF ENDORSEMENT OF GEF OPERATIONAL FOCAL POINT (S) ON BEHALF OF THE GOVERNMENT(S): 

	NAME
	POSITION
	MINISTRY
	DATE 

	Jiandi Ye
	GEF Operational Focal Point
	International Dept., Ministry of Finance
	12/17/2012





1
                      
GEF-5 PIF Template-December 27, 2012



B. GEF AGENCY(IES) CERTIFICATION
	
	This request has been prepared in accordance with GEF/LDCF/SCCF/NPIF policies and procedures and meets the GEF/LDCF/SCCF/NPIF criteria for project identification and preparation.

	Agency Coordinator, Agency name
	
Signature
	DATE
	Project Contact Person
	
Telephone
	Email Address

	Adriana Dinu
UNDP/ GEF Officer-in-Charge
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	April 4, 2013
	Manuel L. Soriano
Sr. Tech. Advisor
Energy & Climate Change
	+66-2-3049100 Ext 2720
	manuel.soriano@undp.org
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