Global Perspective: Energy Development in China
China is the second largest energy consumer in the world, following the United States (about 39 quadrillion Btu in 1999 versus 90 quadrillion Btu in the United States).  China’s rapidly growing economy will drive energy demand growth of about 4 to 5 percent annually through 2015 (compared with growth of about 1 percent in the industrialized countries).  China consumes about 10 percent of the world’s energy and accounts for about 10 percent of the world’s energy production.

China became a net importer of energy in 1995 and is expected to become increasingly dependent on imports; however, it is expected to remain a net exporter of coal.  China has been a net importer of oil since 1993.  Most production is from onshore fields.  Offshore and some onshore areas are now open to foreign investment.  At current rates, China’s oil imports could exceed 2 million barrels daily by 2003.


In 2000, coal accounted for 70 percent of China’s primary energy production.  In the same year, petroleum accounted for 19 percent, hydroelectricity 11 percent, natural gas 2 percent, and nuclear power 0.5 percent.  China’s electricity is generated overwhelmingly by coal (about 70 percent), followed by hydroelectricity at about 20 percent.  Because of China’s extensive domestic coal resources and its wish to minimize dependence on foreign energy sources, it is expected that coal will remain the main energy source for electricity generation in China for the foreseeable future.  Since 1979, the government has pursued a policy of replacing oil consumption with coal in the generation of electric power.  The proportion of coal-fired electric-power generation has grown from 60 percent in 1980 to 70 percent in 1999.


High coal use has serious environmental repercussions.  China plans to diversify by doubling its 1990 level of hydropower production by 2003 and increasing nuclear capacity.  The Three Gorges dam, when completed, will contribute significantly to the country’s hydropower production.


One of the biggest concerns regarding energy consumption in China is that of carbon emissions and the threat of increasing global warming.  China’s carbon emissions are expected to increase 4 percent annually through 2015, driven by fast economic growth and a rapid increase in coal use.  The country’s total carbon emissions should exceed 2 billion metric tons (2.2 tons) shortly after 2015, over three times the 1986 emissions and more than double the 1995 emissions.


The growing demand for power has driven reforms in China’s energy-sector process and structure.  The traditional, centralized regulatory regime is moving toward an increasingly decentralized and market-oriented regime.


Until recently, the Ministry of Electric Power (MOEP) regulated the electric power industry of China.  The Ninth People’s Congress held in 1988 introduced reform measures to streamline the central government.  This resulted in the abolition of a number of industrial ministries, including MOEP.  Much of the former MOEP’s function has now been taken over by the State Power Corporation in China (SPCC). SPCC’s main duties in this respect are:

· Formulating China’s electric-power development strategies, legislation, and polices, including investment policy, technical policy, and major energy production and consumption policies.

· Formulating unified energy-industry planning in collaboration with the State Development Planning Commission and other governmental agencies.

· Supervising the implementation of related national policies decrees and plans.

· Providing services to regional and provincial electric power enterprises.

Furthermore, SPCC owns all of China’s state-owned power-generating assets, other than those owned by companies not directly managed by SPCC and a few smaller units directly owned by local governments.
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