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The concept of ESCOs has been introduced to China since the mid-1990s by the World 
Bank.  While three World Bank supported energy management companies (EMCs) have 
performed well over the last few years, new EMCs continue to struggle to take hold, 
considering the huge potential for profitable energy savings investment in China.  In 
order to better understand key barriers to the development of energy efficiency service 
industry, a series of interviews was held with relevant stakeholders in Shanghai in August 
2004, including new EMCs, banks, insurance companies, and government officials.  
These interviews identified several problems that have hindered the ability of the 
Shanghai regional government to develop an ESCO industry.  One major problem is the 
lack of a viable financing system that can service all of the available projects.  This paper 
will summarize the problem of project financing, show how that problem is similar to the 
problem faced by the ESCO industry in the United States (US) in the late 1980s, and 
describe ways to move forward in solving these problems.  
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