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FORWORD

COMPREHENSIVE SECTION

CHAPTER | EXECUTIVE SUMMARY /1

The first five year plan in the 21st century in China has a good start, both total energy production and
consumption has broken the history record, which strongly ensures and promotes the rapid growth of
national economy. However, the basic contradiction during China’s energy development, such as insuf-
ficient total supply, shortage of oil, serious environmental pollution and low energy efficiency etc. still
exists. Based on the actual situation in China, the report puts forward the strategy for China’ s energy
development, which is “ with electricity as center, with coal as base, and achieving the integrated de-
velopment of electricity and coal”. Therefore, The development of China’ s energy industry will form a
new structure pattern. Regarding the energy structure and electric source structure, the report points out
that the development of nuclear power should be speeded up, especially in eastern coastal areas, the
development of nuclear power will be of strategic meaning in stabilizing power supply, optimizing energy
structure and protecting ecological environment. For the purpose of alleviating the energy structural
contradiction in short oil supply, while taking effective measures to increase oil reserves and stabilize oil
production, the development of oil industry should pay more attention to the oil saving and replacement,
and reduce oil consumption as far as possible.

1.1  Sticking to development strategy of “ equal emphasis should be attached on development and
saving” /2

1.2  The integrated development of coal and electricity is the core of energy industry development /5

1.3  Speeding up the development of nuclear power is an inevitable option in optimizing energy
structure /16

1.4  Taking oil replacement strategy to solve the contradiction in short oil supply /25

CHAPTER 2 ENERGY SUPPLY, DEMAND AND STRUCTURE ADJUSTMENT /31

In the first two years of the 10th five-year plan period, the rapid growth of energy production was mainly
contributed by sustainable economic growth and rational structure adjustment. Compared with energy
production, the growth of energy consumption was clearly lower than that of energy production, which
resulted in the situation that the energy supply and demand contradiction was gently alleviated. The
growth rate of coal consumption ranked first among primary energy consumption, China will continue to
remain the energy consumption structure dominated by coal. Oil consumption will continue to increase,
but the growth rate will slow, which may result in a reduction of oil share in energy consumption struc-
ture. Taking safe and stable oil supply into consideration, China has put the strategic oil storage on the
agenda. During the development of China economy, the energy policy is to attach equal importance on
development and saving. The achievements of energy saving will be continuously contributed by eco-
nomic structure adjustment and technical progress in energy saving, which will continue to play an im-

portant role in ensuring the balance of energy supply and demand and meeting the demand of economic
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demand to the maximum extent.

2.1  Causes behind Energy Production Growth /32

2.2 Characteristics of the Balance of Energy Supply and Demand /36

2.3  The Contradiction and issues during Energy Development Still Exist /40
2.4  The 10th Five Year Energy plan Needs to Be Adjusted /42

2.5 Outlook for Energy Development through 2020 /47

Energy price is an important issue in energy industry development. Energy price is of strong adjusting role
to energy supply and demand. Establishment of scientific energy price regulation system and rational
energy price system can effectively adjust the interest relation among energy suppliers and users, balance
the energy supply and demand, increase energy efficiency, it will play an active role in ensuring State
energy security, promoting the sustainable , stable development of national economy . The chapter will
take China’ s main energy-coal, oil (crude oil, product oil and natural gas) and electricity as research
objects, demonstrates and analyzes energy price by three levels: one is to review the energy price before
reform; the second is to analyze the main measures of energy price reform and their significance; the third

is to analyze and study the target and direction of energy price reform.

3.1 Review of Energy Price /49
3.2  Energy Price Reform /58
3.3  Target and Policy options for Energy Price Reform /87

For a long time, coal dominated energy structure and rough energy production and consumption patterns
have be intensifying the contradiction between energy development and environmental protection. Envi-
ronmental pollution and ecological damage caused by coal mining has become an important factor re-
stricting the sustainable development of China’ s coal industry. In recent years, China’s carbon dioxide
emission has ranked the second in the world. With the rapid increase of private cars in China, the fuel for
vehicles will increase greatly, vehicle exhaust has also become another important factor of urban air
pollution, Looking into the future, with the further increase of energy consumption and increasing demand
for high environmental quality, the contradiction between China’s energy development and environmental
protection will be further intensified.

4.1 Introduction to Energy and environment /93

4.2  Main issues and Measures for the Last Three Years during the 10th Five Year /101

4.3  The Basic Requirement of All-around Well-off Society Target to the Energy and Environment
/104



CHAPTER 5 ENERGY MANAGEMENT 109

China’ s eriergy cannot develop without energy management, the strategic management should be espe-
cially enhanced, with strategic theory, it can instruct the management of energy industry, achieve sus-
tainable development. The report suggests the main function of the newly established Energy Bureau
under the State Development and Reform Commission should be strategic management of national total
energy, the main tasks of the Bureau should be to promote the sustainable energy development while
continuously seeking the dynamic balance among energy, economy and environment. The report also
recommends that for the purpose of meeting the requirement of sustainable energy development, a na-
tion-wide unified and co-ordinated energy information network should be established as soon as possible,
so as to facilitate timely and accurate energy information exchange, it also constitutes a main part of
enhancing energy strategic management.

5.1 Institutional Reform of Energy Management /109
5.2  Comprehensive Energy Management Organization /110

5.3 Enhancing Strategic Management of Energy Industry /111
5.4  Building of Information-based Energy Industry /114

INDUSTRY SECTION

CHAPTER 6 CONL 110

For a long time. The coal share in China’ s primary energy production and consumption has remained
around 70% , it should be noted that the proportion of coal in primary energy production and consumption
during 2000—2002 showed a slight increase and kept stable respectively. During the process to build an
all-around well-off society, energy demand in China will increase a lot, and coal dominated energy supply
and consumption will remain unchanged. With the development and application of clean coal technology,

coal will gradually become the efficient and clean energy.

Globalization, modernization and sustainable development will be the way to the rejuvenation of China’s
coal industry. Integration of coal and electricity and multi-generation energy system with coal gasification

as core will provide new vitality to the development of China’s coal industry.

6.1  Current status of Coal Industry Development /119

6.2  Current Status and Outlook of Coal Market /127

6.3  Policy of Mine Closure and Production Control /138

6.4  Outlook and Development Strategy for Coal Industry /142

CHAPTER T FLECIRICITY 119

Power industry is main part of energy industry. Electricity is the main physical base to achieve national
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economic modernization and living progress, the development of power industry has become an important
mark to measure the economic and social development of a country.

The power industry should develop ahead of the development of national economy. In order to meet the
electricity demand by the building of all-around well-off society, China’ s power industry in the 21st
century is facing new challenge, and will continuously advance in terms of reform and development.

7.1 New Achievements of Power Industry Development /149

7.2  Major Progress of Power Industry Reform /156

7.3 “Transmitting Electricity From West to East” and National Grid Interconnection /162
7.4  Outlook for Power Industry Development /166

CHAPTER 8 OIL /173

Oil is an important strategic material with regard to national economy, people’s livelihood and the national
economic security; it is the important guarantee in building all-around well-off society and achieving the
third strategic target of modernization building. Facing the new century and new situation, the develop-
ment of oil industry should be considered with the long-tern development of Chinese nationality and na-
tional economy security, sticking to sustainable development strategy. In general, the strategy of oil in-
dustry development should be: relying on domestic oil, developing overseas oil resources, paying equal
attention to oil and gas, sticking to saving, establishing oil storage, and maintaining supply safety.

8.1 Current Status and Problems of Oil Industry /173

8.2  Situation and Task facing Oil Industry /183

8.3  Strategic Focus of Oil Industry Development /188

8.4  Support Measures and Policies of Oil Industry Development /191

CHAPTER 9 NATURAL GAS /197

Natural gas is a quality clean energy and chemical raw material, natural gas development and use is of
important meaning in improving China’ s energy structure and protecting ecological enviroiment. Over
recent years, rapid progress has been made in natural gas supply, natural gas consumption and gas
pipelines construction, the proportion of national gas in energy consumption has been increased from
2.5% in 2000 to 2. 7% in 2002, increasing by 0.2%.

9.1 Development Status and Problems /197
9.2  Resources Potential and Demand Prediction /205
9.3 Development Strategies and Focus /207



CHAPTER 10 COALBED METHANE 7213

Due to short oil supply, it is urgently needed to seek new alternative resources instead of oil and natural
gas. Coalbed methane can be one of most idea and realistic alternative fossil fuel. Chinese government
attaches importance to the exploration and development of coalbed methane resources, has issued a series
of support policies, and has included the “developing coalbed methane resources” in the “Outline for the
10th five-year plan for national economy and social development of the People’s Republic of China’ .

10.1 Development Status of Coalbed Methane Industry /213

10.2  Opportunities and Challenges facing Coalbed Methane Industry /216
10.3  Development Strategy and Target of Coalbed Methane Industry /219
10.4 Development Focus and Policy Measures /220

CHAPTER 11 NEW AND RENEWABLE ENERGY_ 225

Development of new and renewable energy is urgently needed in solving the problem with power supply in
China’ s rural areas, especially remote areas, and promoting the building of rural well-off society, new
and renewable energy development is the strategic measure in optimizing China’ s energy structure, re-
ducing environmental pollution and achieving sustainable development. New and renewable energy in
China is being at the important stage to industrialization. In the next 20years, the development target of
new and renewable energy is: increasing energy conversion efficiency; reducing production costs; in-
creasing its proportion in energy structure. In order to promote large-scale development of new and re-
newable energy in China, Chinese government should enhance policy support, establish market oriented
economic incentive, strengthen the building of laws and regulations, achieve development target. The
mature domestic technology should achieve large scale and modern production, forming a perfect pro-
duction system and service system, making contribution to the building all-around well-off society and the
environmental construction.

11.1  Basic Concept /225

11.2  Development and Use Status /226

11.3  Issues and Barriers during Development /237
11.4  Development Potential and Target /242

11.5 Recommendations for Policy and Measures /250

ENTERPRISE SECTION

CHAPTER 12 COAL ENTERPRISES 7259

12.1  Shenhua Group /259
12.2  China Coal Energy Group /260
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