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The Effects of Energy Transition on Economic Growth Potential in China—
A Perspective of Weak Sustainability

WEI Wei', WANG Zanxin? LI Bing®
(1. Key Research Institute of Yellow River Civilization and Sustainable Development, Henan University, Kaifeng 475001, China;
2. School of Development Studies, Yunnan University, Kunming 650091, China)

Abstract: The rapid growth of energy consumption with high proportion of fossil fuels has resulted in serious environmental problems. As
capital is used to deal with the problems, the savings or the accumulated productive capitals are reduced, and consequently the potential of
economic growth is undermined. This study analyzed the effects of energy transition and related policies on the economic growth potential
of China using a DSGE model, in which energy transition was modeled and genuine savings are estimated. The results showed that energy
transition can slow down the declining rate of economic growth potential, or has a “braking” effect; as energy transition is further advanced,
it is expected that the declining trend of economic growth potential will be reversed by 2030; and policies supporting energy transition have
effects on the duration of the braking effect and can reduce the declining rate of economic growth potential. Therefore, energy transition
is an effective measure for dealing with the decline of economic growth potential, and the government can optimize the process of energy
transition by implementing an effective policy mix to shorten the “braking effect” period and enhance the economic growth potential.
Keywords: energy transition; economic growth potential; genuine savings; braking effect
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