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FOREWORD 

After much engagement and retaining the status of “Observer by invitation” for more than a 
decade, China formally took the significant step of upgrading its status within the Energy 

Charter Process by signing the International Energy Charter in The Hague in 2015. The 
Energy Charter and China have a long-standing history of cooperation, which has been 

recently underpinned by establishing the International Energy Charter-China Electricity 
Council Joint Research Centre in Beijing.  

China is a pivotal country in the global energy sector. The country is not only a major 

producer of fossil fuels, but also the world’s largest importer of fossil fuels. China is also 
cementing its global dominance as a producer of renewable energy. It is a major investor in 

several countries across the globe, as well as a significant producer of clean-energy 
technologies. The Energy Charter Treaty (ECT), with its vast membership and related legal 
instruments and institutions, is the optimal platform for China in terms of promoting regional 

energy cooperation and facilitating the implementation of infrastructure projects within the 
framework of the “Belt and Road” Initiative. 

The China Investment Report aims at providing detailed information on the country’s energy 
investment climate. The Report also illustrates investment-related aspects of complex 
transition of China’s energy sector. Starting with a general overview of the country’s 

economic, political, and social situations (Chapter 1), the Report gives insights on China’s 
general energy policy (Chapter 2), market structure of the energy sector (Chapter 3), 

investment policy and flows (Chapter 4), and domestic investment legislation (Chapter 5).  

Linking China’s investment policies with energy policies, this Report aims at facilitating 
Foreign Direct Investment (FDI) and promoting sustainable development in China. Moreover, 

the Energy Charter Secretariat presents this Report in order to share reliable and 
comprehensive information with investors who may consider investing in China’s energy 
sector. The information provided in the Report has the potential to influence investors’ 

decisions regarding FDI, ranging from the political and institutional setup to concrete 
legislative conditions of doing business in the country. 

The challenge for China’s decision-makers is to design and develop a market and regulatory 
frameworks that will remove barriers for foreign investors, accelerate energy transition, and 
attract needed investment, while avoiding stranded assets or disputes with investors. The 

coming few years will be essential to re-design the energy sector of China along the entire 
value chain.  

Finally, I would like to thank Li Xiang, secondee from the National Energy Administration of 
China, for his dedication to developing the China Investment Report and for being 
instrumental in strengthening relations with China. Looking forward, the Energy Charter 

Secretariat endeavours to continue its close cooperation with China in order to expedite its 
progress towards the ECT. Recognizing China’s essential role in global energy governance, 

the Secretariat intends to assist China in taking an active role during the next phases of the 
Energy Charter Process.  

Urban Rusnák,  

Secretary General of the Energy Charter Secretariat 
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EXECUTIVE SUMMARY 

Key Development Trends of the Chinese Economy 

Since its policy and free market reform in the 1980s, China has been among the world’s 
fastest-growing economies, with an average Gross Domestic Product (GDP) growth of 9.74 
percent each year. 1  Starting 2014, however, China has witnessed a slowdown in both its 

economic and trade growth rates, which can be seen as a feature of the Chinese economy 
transitioning from resource- intensive economic and industrial growth into a “New Normal” 

of slower but more stable and sustainable development, driven by the country’s more efficient 
use of energy resources and decrease in energy consumption.  

Under this New Normal, China introduced the 13th Five-Year Plan (FYP) in 2016, which 

aims at rebalancing the economy and ensuring the quality of growth, while maintaining the 
objective of achieving a middle- income society by 2020. Particularly, the 13th FYP for Energy 

Development (2016-2020) focuses on building a modern energy system that is clean, low-
carbon, secure, and efficient.2 It also takes into account the growing trend of urbanisation in 
all regions in China and the need for securing sufficient energy supply for meeting growing 

energy demand in the urban areas.  

Globally, China has been committing itself to facilitating international collaboration and 

overseas investment. In 2013, the Chinese government put forward the “Belt and Road” 

Initiative to promote the orderly and free flow of economic factors, allocate resources more 
efficiently, and enhance the connectivity with Asian, European, and African continents.3 For 

the energy sector, specifically, the initiative aims at boosting the interconnectivity of energy 
infrastructure, strengthening inter-regional cooperation in energy resource exploitation, 

encouraging energy infrastructure projects, facilitating energy project financing, and 
developing new energy technology. 

Key Trends in the Energy Sector 

China’s energy production has been growing the fastest in the world, jumping from 1,385.7 
million tonnes of coal equivalent (Mtce) in 2000 to 3,614.8 Mtce in 2015.4 Among this, coal 

is the dominant source of energy in China, contributing to more than 60 percent of the 
country’s energy production. 5  Meanwhile, however, there have been structural changes in 
China’s energy production profile.  

On the one hand, the country’s production of gas and electricity (including renewable energy-
generated) has been increasing between 2000 and 2015. On the other hand, China observed a 

decline in both coal and oil production in 2016 due to the continuing decline of international 
coal and oil prices, as Chinese enterprises saw import as more profitable than domestic 
production. Another important reason of this trend is the ongoing and deep supply-side reform 

that include the cut-off of old and inefficient generation overcapacity.    

                                                 
1
 Available at: 

http://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG?end=2015&locations=CN&start=1980  
2
 Available at: http://www.ndrc.gov.cn/zcfb/zcfbtz/201701/t20170117_835278.html  

3
 Available at: http://english.gov.cn/news/top_news/2015/03/28/content_281475079055789.htm  

4
 Available at: http://data.stats.gov.cn/easyquery.htm?cn=C01   

5
 ibid. 

http://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG?end=2015&locations=CN&start=1980
http://www.ndrc.gov.cn/zcfb/zcfbtz/201701/t20170117_835278.html
http://english.gov.cn/news/top_news/2015/03/28/content_281475079055789.htm
http://data.stats.gov.cn/easyquery.htm?cn=C01
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As a result, China’s coal and oil imports have been increasing. In 2016, particularly, China 
imported 260 million tons of coal, 25.2 percent higher than that in 2015.6 The volume of 
crude oil import reached 38.11 million tons in 2016, 13.6 percent higher than that of the 

previous year.7 China also imported 72.3 billion cubic meters (bcm) of natural gas in 2016, 
making it the world’s fourth largest gas importer.8  

In total, China’s energy import increased from 143.3 Mtce in 2000 to 774.5 Mtce in 2015,9 
and the country replaced the US as the world’s largest net importer of petroleum and other 
liquid fuels in 2013.10 Accordingly, China’s energy exports have been decreasing in general, 

from 117 Mtce in 2002 to 97.8 Mtce 2015, albeit some fluctuations.11 

China remained the world’s largest energy consumer in 2016, contributing to 27 percent of 

the global energy demand growth.12 Nevertheless, the period of 2015-2016 marks China’s 
lowest growth rate of energy consumption since 1997 (1.3 percent). 13  This slowdown is 
primarily led by a continuing fall in the country’s coal consumption between 2013 and 2015, 

which can in turn be explained by China’s entering into the economic New Normal,  the 
development of alternative energies, and the improvement of energy efficiency in coal-

consuming industries.  

In contrast, China’s consumption of oil, natural gas, electricity, and renewable energy 
increased in 2016. In the renewable energy sector, specifically, China overtook the United 

States (US) as the largest consumer of renewables in 2016. China’s solar consumption 
increased by 71.5 percent, wind consumption grew by 29.4 percent and geothermal and 

biomass rose by 21.4 percent. 14 

Key Trends of Foreign Direct Investment (FDI) Inflows and Outflows 

The world energy demand is projected to grow by 1.3 percent per annum (p.a.) until 2040. 

Almost all of this growth is expected to come from emerging economies in the Asia Pacific 
region, whereas the energy demand of countries within the Organisation of Economic Co-
operation and Development (OECD) will likely remain stable. China is expected to be the 

largest growing market for energy in the years to come.15  

                                                 
6
 Available at: http://www.stats.gov.cn/tjsj/zxfb/201702/t20170228_1467575.html  

7
 Available at: http://www.stats.gov.cn/tjsj/zxfb/201702/t20170228_1467575.html and  

http://www.stats.gov.cn/tjsj/zxfb/201702/t20170228_1467424.html  
8
 Available at: https://www.bp.com/content/dam/bp/en/corporate/pdf/energy-economics/statistical-review-

2017/bp-statistical-review-of-world-energy-2017-fu ll-report.pdf  
9
 ibid. 

10
 ibid. 

11
 ibid. 

12
 Available at: http://www.bp.com/en/global/corporate/energy-economics/statistical-review-of-world-

energy/country-and-regional-insights/china.html  
13

 Available at: http://www.bp.com/content/dam/bp/en/corporate/pdf/energy-economics/statistical-review-

2017/bp-statistical-review-of-world-energy-2017-fu ll-report.pdf  
14

 Available at: http://www.bp.com/en/global/corporate/energy-economics/statistical-review-of-world-

energy/country-and-regional-insights/china.html and 

http://www.bp.com/content/dam/bp/en/corporate/pdf/energy-economics/statistical-review-2017/bp-statistical-

review-of-world-energy-2017-renewable-energy.pdf 
15

 Available at: https://www.bp.com/content/dam/bp/pdf/energy-economics/energy-outlook-2017/bp-energy-

outlook-2017.pdf  

http://www.stats.gov.cn/tjsj/zxfb/201702/t20170228_1467575.html
http://www.stats.gov.cn/tjsj/zxfb/201702/t20170228_1467575.html
http://www.stats.gov.cn/tjsj/zxfb/201702/t20170228_1467424.html
https://www.bp.com/content/dam/bp/en/corporate/pdf/energy-economics/statistical-review-2017/bp-statistical-review-of-world-energy-2017-full-report.pdf
https://www.bp.com/content/dam/bp/en/corporate/pdf/energy-economics/statistical-review-2017/bp-statistical-review-of-world-energy-2017-full-report.pdf
http://www.bp.com/en/global/corporate/energy-economics/statistical-review-of-world-energy/country-and-regional-insights/china.html
http://www.bp.com/en/global/corporate/energy-economics/statistical-review-of-world-energy/country-and-regional-insights/china.html
http://www.bp.com/content/dam/bp/en/corporate/pdf/energy-economics/statistical-review-2017/bp-statistical-review-of-world-energy-2017-full-report.pdf
http://www.bp.com/content/dam/bp/en/corporate/pdf/energy-economics/statistical-review-2017/bp-statistical-review-of-world-energy-2017-full-report.pdf
http://www.bp.com/en/global/corporate/energy-economics/statistical-review-of-world-energy/country-and-regional-insights/china.html
http://www.bp.com/en/global/corporate/energy-economics/statistical-review-of-world-energy/country-and-regional-insights/china.html
http://www.bp.com/content/dam/bp/en/corporate/pdf/energy-economics/statistical-review-2017/bp-statistical-review-of-world-energy-2017-renewable-energy.pdf
http://www.bp.com/content/dam/bp/en/corporate/pdf/energy-economics/statistical-review-2017/bp-statistical-review-of-world-energy-2017-renewable-energy.pdf
https://www.bp.com/content/dam/bp/pdf/energy-economics/energy-outlook-2017/bp-energy-outlook-2017.pdf
https://www.bp.com/content/dam/bp/pdf/energy-economics/energy-outlook-2017/bp-energy-outlook-2017.pdf
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China was the largest destination of energy investment in 2016, accounting for 21 

percent of the global total. 16  The US and India are respectively the 2nd and 3rd largest 
destinations of energy investment after China. Most of the investments have been driven by 

the low-carbon transition with tremendous investment witnessed in power generation and 
long-distance networks. 

According to the 2017 World Investment Report of the International Energy Agency (IEA), 
the total energy investment in China (total energy supply and energy efficiency) amounted to 
$357 billion in 2016. The renewables have become the most attractive sub-sector ($90 

billion), while the country’s spending on coal- fired plants has dropped. Coal investment has 
been falling since 2012. In 2016, it amounted to only $12 billion, 20 percent lower than in 

2015.17 The total energy investment in China, India, and Southeast Asia amounted to $517 
billion in 2016 out of $1.7 trillion of total energy investment worldwide.18 

China’s outward foreign direct investment (OFDI) has been increasing significantly since 

the official announcement of the Go Global Strategy. By 2016, China’s net OFDI reached 
$170 billion,19 making it the second largest investor in the world after the US. 20 In the energy 

sector, China’s OFDI in overseas resource exploitation and construction projects have 
been surging over the past decade. Additionally, China has been increasingly investing in 
advanced energy technology and Research and Development (R&D) projects around the 

world, in order to stimulate the country’s adaptation of new technologies.21  

China’s share of investment in energy R&D in the world reached 20 percent in 2016, with an 

annual increase rate of 7 percent since 2012.22 China has become a major energy investor 
involved in infrastructure projects in many parts of the world. In the future, China’s OFDI 
will continue to focus on the construction of cross-border electricity transition channels and 

the upgrading of power grids have been on the cooperation agenda between China and its 
neighbouring countries.  

Power enterprises are also encouraged to participate in power generation and grid projects in 

other regions. To finance several projects, the Chinese Government has established a $40 
billion Silk Road Fund to support investments of SOEs around the world, with a desire to 

create a network of energy infrastructure with Central Asia, South Caucasus, Middle East, 
Europe Africa and Latin America.  

Key Aspects of the Legal Regime for Energy Investment 

There are three main forms of entities through which foreign investors can establish 
investment in China: Chinese-foreign equity joint ventures, Chinese-foreign contractual joint 

ventures, and wholly foreign-owned enterprises. In addition, Chinese-Foreign Cooperative 
Exploitation is a form of foreign investment that allows international collaborative 
exploitation of resources in the energy sector. 

                                                 
16

 See World Energy Investment 2017, International Energy Agency. 
17

 ibid. 
18

 ibid.  
19

 Available at: http://www.stats.gov.cn/tjsj/zxfb/201702/t20170228_1467424.html  
20

 Available at: http://unctad.org/en/PublicationsLibrary/wir2017_en.pdf  
21

 Available at: http://www.sdpc.gov.cn/zcfb/zcfbtz/201701/t20170117_835278.html  
22

 ibid. 

http://www.stats.gov.cn/tjsj/zxfb/201702/t20170228_1467424.html
http://unctad.org/en/PublicationsLibrary/wir2017_en.pdf
http://www.sdpc.gov.cn/zcfb/zcfbtz/201701/t20170117_835278.html
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Great regulatory and legislative efforts have been made by the Chinese government to 
improve the domestic investment environment and enhance the ease of doing business for 
foreign investors. First, the government now issues “five-in-one business licenses” for both 

domestic and foreign investors, which has largely streamlined and simplified the business 
registration procedure. Second, China has also been taking measures to improve its 

intellectual property rights regime, and towards greater liberalisation of capital flows.  

Finally, China intends to grant foreign investors national treatment in the pre-establishment 
phase under its “Pre-establishment National Treatment (PENT) Plus a Negative List” 

policy. This means that all the foreign investors whose activities are not listed on the negative 
(restrictive or prohibited) list, will be granted treatment which is no less favourable than that 

granted to domestic investors starting from the pre-establishment stage. Additionally, 
Foreign-Invested Enterprises (FIEs) also receive compensation in case of expropriation.  
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1  

INTRODUCTION  

The Role of FDI for China’s Energy Transition  

The importance of FDI in the energy sector is a reality of the globalized world, especially in 
the era of energy transition with the need to decarbonise, modernise, and stabilise this sector. 
The transfer of capital, knowledge, and technology, as well as the mobility of personnel and 

materials, is essential to cope with the rising demand of the world population that continues to 
grow. In addition, the mobilisation of private capital is essential for the development of the 

energy sector since governments are unable to fund large capital expenditure programs solely 
from state budgets. 

FDI has had a positive effect on China’s structural reform and sustainable development. As an 

important part of China’s development plan, the energy-sector reform demands foreign 
investment to finance its projects and policy implementation. Creating favourable conditions 

for sustainable energy investments will be one of the greatest challenges for China in the 
years to come.  

In March 2016, the Chinese government announced its 13th FYP, setting the “supply-side 

structural reform” as the country’s main thread for development. Specifically, great attention 
has been paid to the facilitation of China’s energy-sector structural reforms. Seeing the 

sustainable development of the energy sector as indispensable to the country’s long-run 
growth, China will guide more foreign capital investment to support new technology, energy 
conservation, environmental protection, and advanced manufacturing. Moreover, by building 

a modern financial system, China hopes to strengthen the infrastructure for energy 
development projects, water security projects, as well as transportation projects.23 

Considering FDI as a catalyst for innovation and economic structural transformation, China 
sets a number of priorities in the 13th FYP to further open up its economy, facilitate foreign 
investment and trade, reduce restrictions on market access, bring in more foreign capital and 

advanced technology, and increase the overall efficiency of foreign capital utilisation.24  

In addition, in April 2017, the National Development and Reform Commission (NDRC) and 

the National Energy Administration (NEA) issued “Energy Production and Consumption 
Revolutionary Strategy (2016-2030)” which provides concrete policy goals beyond the 13th 

FYP (2030 targets) and sets the directions for the country in the long run until 2050. The 

Strategy is China’s response to the ongoing development of clean energy and global quest for 
low-carbon economies.  

The Strategy 2016-2030 is intended to accelerate China’ energy transition and help implement 
its pledges to the Paris Agreement. Accommodating the challenges of reforming the energy 
supply-demand structure of China’s energy sector, the NDRC and the NEA are responsible 

for strengthening coordination and improving the working mechanism of all state institutions, 
as well as implementing the goals at timely manner. 25 

The energy demand in China will continue to increase, given the country’s growing 
population and prosperity. The challenge of providing the energy supplies that power the 
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Chinese economy is coupled with the need to do so in ways that reduce energy-related 
greenhouse gas emissions and mitigate the risk of climate change. As the world electricity 
consumption rises, the types of energy used to power generation will continue to diversify -

both globally and regionally - led by natural gas, nuclear, and renewables. In this regard, 
China will need to boost energy investment to keep up with this considerable demand growth. 

Simultaneously, the country will be phasing out old and inefficient power generation capacity 
according.  

Challenges and Prospects for the Future 

To enhance its energy security and meet the rapid growth of energy demand, China will need 
to improve its investment structure and undertake more infrastructure projects. In particular, 

China will need to pursue large-scale investment in power generation, including the 
significant increase of renewable capacity, gas-storage capacity, and removing transmission 
bottlenecks between remote regions and high-demand centres in the eastern China. At the 

same time, the country will challenge the need of subsequent optimisation of its energy 
infrastructure in light of its large energy overcapacity.  

One of the greatest challenges for China will be the implementation of the “Belt and Road” 
Initiative, which was launched by the Chinese President Xi Jinping in 2013 as a way to 
deepen cooperation and expand the development among the countries along the Belt and 

Road.  

According to the white paper of the Chinese Government entitled “Vision and Actions on 

Jointly Building Silk Road Economic Belt and 21st Century Maritime Silk Road,” there are 
several key principles and drivers within the energy dimension, notably the cooperation on 
boosting energy investment, removing barriers to investment, facilitating financing 

instruments, improving and expanding cross-border trade and energy flows, enlarging energy 
interconnectors, improving energy efficiency, and promoting clean energy investment. 26 
Significant investment will have to be established within the Chinese territory as a part of 

cross-border energy projects along the route of Belt and Road.  
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1.   GENERAL INFORMATION  

Country Overview 

China is located in the eastern part of Asia, on the western Pacific Rim. It is the third largest 
country in the world based on area and shares its land border with 14 countries. 27 The Bohai 

Sea, Yellow Sea, East China Sea, and South China Sea, located in the east and south of China, 
together form the country’s 18,000-kilometer coastline. 

China’s landscape is vast and diverse, ranging from forest steppes and deserts in the arid 

north, to subtropical forests in the wetter south. Accordingly, the climate in China differs 
from region to region. The mid- latitude part of China has a continental and seasonal climate, 

the southern part of China belongs to the Sub-tropical Zone, and the northern part of the 
country is in the Frigid Zone. The diversity of China’s landscape and climate has resulted in 
different living habits.  

China is the world’s most populous state comprising fifty-six ethnic groups. The Han people 
account for more than ninety percent of China’s population, while the remaining fifty-five 

groups are generally referred to as “ethnic minorities.” These ethnic groups include, among 
others, the Mongolian, Hui, Tibetan, and Uygur communities.  

Table 1.1 China at a Glance 

Official name People’s Republic of China (PRC) 

Area 9.6 million square kilometres 

Capital Beijing 

Population 1.37 billion 

Language Chinese 

Currency Chinese Yuan Renminbi (CNY) 

Major Religions Atheism, Confucianism, Buddhism, Taoism, Islam, Catholicism 
and Protestantism 

Main energy resource 

base 

Coal, petroleum, natural gas, and radioactive minerals, 

hydropower 

Development goals and plans  

China’s primary development policy is formulated every five years in its FYPs which set 

specific development targets for different sectors, including the energy sector. In March 2016, 
China introduced its 13th FYP, which would take effect during the period from 2016 to 2020. 

One of the most important objectives of the 13th FYP is to double both the size of the Chinese 
economy and the per-capita income from 2010 to 2020. In addition, the 13th FYP aims at 
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developing the service industry and addressing environmental and social imbalances. It also 
targets to reduce pollution and increase energy efficiency. 

The 13th FYP can be viewed as an attempt of the Chinese government to steer the economy 

toward a “New Normal” of slower but more stable and sustainable economic growth. The 
targeted annual growth under the current FYP has been revised from 7 percent (as set in the 

previous FYP) to 6.5 percent. This shows the intention of the government to rebalance the 
economy and ensure the quality of growth while maintaining the objective of achieving a 
middle-income society by 2020.  

Beyond its domestic policy goals, China is also committed to encouraging foreign investment 
and international trade, as well as integrating itself more deeply into the global economy. In 

March 2015, the Chinese government published “Vision and Actions on Jointly Building Silk 
Road Economic Belt and 21st Century Maritime Silk Road,”28 known as the “Belt and Road” 
Initiative. The Initiative aims at promoting the orderly and free flow of economic factors, 

allocating resources more efficiently, and enhancing the connectivity of Asian, European, and 
African continents and their adjacent seas.29  

Political and Institutional Governance   

There are four branches of power in China: The National People’s Congress (NPC), the 
Central Committee of the Communist Party of China (CPC Central Committee), the State 

Council, and the Chinese People's Political Consultative Conference (CPPCC). These four 
branches exist at both the central and the local level, and work in parallel with each other.   

 NPC  

The NPC is the supreme legislative body of China. The functions and powers of the NPC 
include amending the Constitution and enacting laws governing criminal offences, civil 

affairs, state organs, and other matters. It is also responsible for electing and appointing 
members to the central state organs, including the President, the Premier, and all the 

Ministers. Vital state issues, such as the establishment of the Hong Kong Specia l 
Administrative Region (SAR) and the building of the Three Gorges Project on the Yangtze 
River, also fall under the purview of the NPC. 30 

The Constitution of China recognises democratic centralism as the basis of the country’s 
political system. By endowing the power to the people, the Constitution gives them the right 

to directly elect the deputies of local People’s Congresses, who then vote indirectly for the 
NPC and the national legislature. The NPC is composed of deputies who are elected from 
provinces, autonomous regions, municipalities directly under the Central Government, SARs, 

as well as the People’s Liberation Army. Each Congress is elected for a term of five years. A 
total of 2,924 deputies were elected to the current 12th NPC.31  
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 CPC Central Committee  

The CPC is the founding and the only governing political party in China. According to the 
Constitution of the CPC, only the CPC Central Committee can carry out the decisions of the 

National Congress, to lead the work of the CPC, and to represent the CPC internationally.  32 
The Central Committee plays a leading role in establishing the foundations and principles of 

Chinese socialism, mapping strategies for economic and social development, setting growth 
targets, and launching reforms. 

The CPC Central Committee is composed of the highest leaders of the CPC. In October 2017, 

the 19th National Congress of the CPC held in Beijing, during which the 19 th CPC Central 
Committee was elected. Currently, there are 204 permanent members and 172 alternative 

members. Among the permanent members, there are the Central Politburo (25 members), the 
Politburo Standing Committee (7 members), and the General Secretary of the CPC (1 person). 
Xi Jinping was reappointed as the General Secretary of the CPC.  

 State Council 

The State Council is the supreme executive body responsible for state administration and it is 

accountable to the NPC. The State Council oversees the subordinate local- level governments 
and maintains membership with the top levels of the CPC. It is also responsible for carrying 

out the policies of the CPC, implementing laws adopted by the NPC, and handling issues 
related to China’s internal politics, diplomacy, national defence, finance, economy, culture, 
and education.33 

The State Council consists of 35 members: the Premier, the Executive Vice Premier, 3 Vice 
premiers, 5 State Councillors (two of whom are also Ministers), and 25 Ministers and Chairs  

of major agencies. Of the 25 Ministries and Commissions, the most important ones are 
NDRC, Ministry of Commerce (MOFCOM), Ministry of Finance (MoF), and People’s Bank 
of China, not only because they deal with macroeconomic issues in China, but also because 

their decisions are important for foreign investors. The NEA is an administrative bureau under 
the NDRC, and it focuses specially on the formation and implementation of policies in the 

energy sector.  

 CPPCC  

The CPPCC is a political advisory body consisting of delegates from a range of political 

parties and organisations, as well as independent members. It gives advice to the State 
Council and the administrations on all kinds of issues, such as economic and social 

development. However, it does not have the actual power to make decisions.  

Finally, China’s judicial system consists of the People’s Courts and the People’s 

Procuratorate. People’s Courts are the judicial organs of China and exercise judicial power on 
behalf of the State. The People’s Procuratorate is the sole organ that has the right to public 
prosecution. It has the power to arrest and exercise supervision over the judicial activities 

conducted by People’s Courts and the public security organs. While China’s judicial system is 
considered independent from the four power branches mentioned above, it is largely subject 

to the leadership of the CPC. 
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Economy at a Glance  

Performance of the economy 

Since opening up to foreign trade and implementing free market reforms, China has been 

among the world’s fastest-growing economies, with an average GDP growth rate of 9.74 
percent each year. 34  As the world’s second largest economy and the largest industrial 

manufacturer, merchandise trader, and holder of foreign exchange reserves, China has 
become an important player in the global economy.  

In 2016, China successfully held the G20 Summit in Hangzhou, which marked China’s 

increasingly influential role in the international arena. The G20 Hangzhou Summit also served 
as a platform to promote China’s “Belt and Road” Initiative, as well as various economic 

integration projects at the Asian Infrastructure Investment Bank (AIIB).  

Nonetheless, China remains a developing country and its market reforms are yet to be 
completed. China’s rapid economic growth has brought many challenges, including 

environmental unsustainability, income inequality, lack of innovation, and regional economic 
disparities. Significant policy adjustments are required in order for China to achieve and 

maintain sustainable growth.  

Key Economic Development Indicators 

The Chinese economy has grown steadily within the past two years, as the country’s GDP 

increased at a rate of 6.9 percent from 2014 to 2015.35 China’s customer price index (CPI) 
rose by 1.44 percent in 2015,36 meaning that China was successful in maintaining its inflation 

rate at a low but positive level. In addition, China has been taking a prudential perspective on 
public debt to ensure financial stability and currency sovereignty. The government debt 
counted for 41.14 percent of China’s GDP in 2014, 37  while the world average was 87.80 

percent.38  

In terms of trade, China’s export and import volumes remain large. However, the country has 
been experiencing a slowdown in both its export and import growth rate s. For instance, in 

2015, China exported $2,274,949 million worth of merchandise - roughly 13.80 percent of the 
world’s total39  - which made the country the largest exporter globally. At the same time, 

however, it experienced a continuous decline in the export growth rate, which reached a 
negative level for the first time in 2015.40 Similarly, while China imported $1,681,951 million 
in 2015 - making it the 2nd largest importer in the world41 - its import growth rate decelerated 
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to 4 percent within the period of 2014-2016, from more than 10 percent in the previous 
years.42  

Consequently, while China has a positive trade balance (export minus import), the volume is 

smaller than before. This decelerated growth in trade volumes, as pointed out by the  
International Monetary Fund (IMF), is partially due to the fact that China is undergoing 

significant structural changes. The slowdown of exports is partly because the country is 
transitioning to a growth model driven less by exports, but more by consumption and 
services.43  

Major Economic Reforms  

To maintain rapid economic growth, China needs comprehensive structural reforms that can 

facilitate the country’s transition into a free market economy. In October 2015, the 5th plenary 
session of the 18th Central Committee of the CPC mapped out a blueprint for China’s 
development over the next five years. The proposal focused on reforming China’s financial 

system, stating that China would overhaul its trading mechanism of stocks and bonds, lower 
the leverage ratio, and establish a transparent capital market. A healthy and stable financial 

system would then contribute to financing China’s development projects.  

This long-run reform strategy is to be implemented in China’s 13th FYP. The proposed 
reforms are guided by the Chinese government’s concept of economic development, which is 

to actively pursue supply-side structure change, to expand aggregate demand, to ensure 
progress while maintaining stability, and to effectively build up new drivers for economic 

development.  

Statistics show that the major reform activities have gained positive results. 44 From the supply 
side, the value added of the tertiary industry accounted for 52.8 percent of China’s GDP in the 

first three quarters of 2016, 1.6 percentage points higher than that of the previous year.45 This 
means that China is moving towards a service economy, a phenomenon of post-
industrialisation stable development.  

From the demand side, final consumption expenditure contributed to 71.0 percent of China’s 
GDP growth in the first three quarters of 2016, 13.3 percentage points higher than that in 

2015.46  This increase in consumer demand signifies a structural change in China’s GDP 
composition, which means that the sources of economic development in China are further 
diversified.  

Nonetheless, China’s economic development is still undergoing a critical period of 
transformation, with old drivers of growth to be replaced by new ones. The successful 

implementation of the structural reforms above is crucial to China’s economic and social 
development in the long run.  
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Social Deve lopment  

After over two decades of “population explosion” since the founding of the country, China 
introduced the family planning policy, also known as the “One Child” policy, in the early 

1980s. This, together with the improvement of the Chinese people’s livelihood, helped China 
transfer from the previous phase of high-fertility to a new phase of low-fertility, low-

mortality, and natural growth. The life expectancy in China has reached 76.34 years in 2015,47 
and consequently, a rapid aging population is on the horizon.  

The number of people aged 65 years old or above has been increasing for 7 consecutive years 

from 2008 to 2015, 48  much faster than the growth rate of other age groups. The aging 
population puts pressure on the government to provide adequate social welfare and improve 

environmental conditions, in particular to reduce air pollution. This phenomenon further 
implies a shrink in the relative size of China’s workforce, which could result in an increase in 
the cost of labour, as well as a potential for unemployment.  

Nevertheless, China has made huge progress in improving people’s standard of living, lifting 
more than 700 million people out of poverty since its economic reform in the 1980s. 49 

According to the World Bank, the percentage of the Chinese population living below the 
poverty line of $1.90 a day (measured by the 2011 Purchasing Power Parity) fell from 66.6 
percent in 1990 to 1.9 percent in 2013.50  

China reached all the United Nations Millennium Development Goals (MDGs) by 2015 and 
made a major contribution to the achievement of the MDGs globally. Nevertheless, according 

to China’s national poverty standard, there were 56.3 million poor in rural areas in 2015.51 
The 13th FYP aims at lifting all these people out of poverty before the end of 2020. 

Access  to Markets  

China as a member of the World Trade Organisation (WTO) 

China became a member of the WTO on 11 December 2001. The admission of China to the 
WTO was preceded by lengthy negotiations and required significant changes to the Chinese 

economy. The service sector was considerably liberalised and foreign investment was allowed 
and promoted. Restrictions on retail, wholesale, and distribution were gradually removed. 

Banking, financial services, insurance, and telecommunications industries were also opened 
up to foreign investment. Furthermore, China made progress in the field of transparency and 
intellectual property upon which China’s accession to WTO was conditional. 

 Market Economy Status (MES) 

Although China experienced a wide range of reforms from the 1980s and thereafter, it was not 

recognized as a country with MES when it joined the WTO in 2001. Under Section 15 of the 
Chinese WTO Accession Protocol, China was to be treated as a non-market economy (NME) 

in anti-dumping proceedings for the first 15 years of its accession to the WTO. Having an 
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NME status means that importing countries could ignore the Chinese prices when determining 
the market value of goods and calculating the dumping margin. This in turn pushed China to 
pay higher anti-dumping duties. Consequently, as a country with the highest number of anti-

dumping investigations, China has been making efforts to obtain an earlier recognition of 
MES since 2003.  

Presently, 81 countries, including Russia, Brazil, New Zealand, Switzerland and Australia, 
have recognized China's MES through Memoranda of Understanding or in the form of 
political declarations. However, certain countries such as the US, those within the European 

Union (EU), Canada, Japan, Mexico, and India still consider China an NME.  

Membership of Main International Organisations and Financial Institutions 

China is a member of the United Nations (UN) and a permanent member of the UN Security 

Council. It is also a member of numerous formal and informal multilateral organisations, 
including the WTO, Asia-Pacific Economic Cooperation (APEC), BRICS (Brazil, Russia, 

India, China, and South Africa), Shanghai Cooperation Organisation (SCO), and G20.  

China also plays an active role in major international financial institutions, including the 

World Bank, the IMF, and the AIIB. China is one of the founders of the World Bank, and has 
developed cooperative relationships with the Bank since it started building up its financial 
capacity in 1981. The World Bank has made great contributions to the development of 

China's transportation, industry, energy, agriculture, finance, and environmental protection by 
providing longer-term loans.52  

China is a founder of the IMF. On 30 November 2015, the IMF Executive Board determined 
that the Chinese CNY was included in the Special Drawing Right (SDR) 53  basket. This 
decision has allowed SDR users to manage transactions in CNY without substantial 

impediments.54 The AIIB is the first international financial institution initiated by China in 
2013. Holding 30 percent of AIIB’s stake, China serves as a promoter of regional economic 
integration. China’s membership to major international organisations and financial institutions 

is listed below in a chronological order: 

Table 1.2 Membership to International Organisations and Financial Institutions 

Organisation Date of 

Accession 

International Monetary Fund 1944 

United Nations  1946 

World Economic Forum 1979 

World Bank 1980 
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Organisation Date of 

Accession 

World Energy Council 1983 

Asian Development Bank  1986 

Asia-Pacific Economic Cooperation 1991 

Association of Southeast Asian Nations (ASEAN) +1/ ASEAN+3 1991 

Greater Mekong Sub region Economic Cooperation 1992 

Conference on Interaction and Confidence Building Measures in Asia 1992 

Bank for International Settlements  1996 

Asia-Europe Meeting 1996 

G20 1999 

Forum on China-Africa Cooperation  2000 

Shanghai Cooperation Organisation 2001 

World Trade Organisation 2001 

China-Arab States Cooperation Forum 2004 

East Asia Summit 2005 

BRICS 2006 

China-Central and Eastern European Countries Economic and Trade 
Forum 

2011 

Asian Infrastructure Investment Bank 2015 

International Cooperation in Investment 

 Free Trade Agreements (FTAs) 

To facilitate international and regional cooperation in investment, China has signed 13 Free 

Trade Agreements (FTAs), involving 22 countries and regions in Asia, Latin America, 
Oceania, and Europe. In addition, China has signed trade agreements with the special 

administrative regions of China, for instance, the Mainland and Hong Kong Closer Economic 
Partnership Arrangement, the Mainland and Macao Closer Economic Partnership 
Arrangement, and the Cross-Strait Economic Cooperation Framework Agreement. The FTAs 

signed by China, as well as those that are under negotiation or being reviewed, are 
summarised in the Annex 1. 

 Bilateral Investment Treaties (BITs) 

China has signed Bilateral Investment Treaties (BITs) with 129 countries and economies, 

including Germany, France, the UK, Japan, South Korea, Australia, and Canada, and is 
concluding ongoing BIT negotiations with the US. 55  These BITs cover a wide range of 

                                                 
55

 Available at: http://tfs.mofcom.gov.cn/article/Nocategory/201111/20111107819474.shtml  

http://tfs.mofcom.gov.cn/article/Nocategory/201111/20111107819474.shtml
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contents, such as the definition of investment, the standard of treatment, the entry of 
personnel, intellectual property rights, environmental measures, law transparency, regulations 
and policies, taxation, prudential measures, disputes settlements, etc. The Chinese BITs 

provide far-reaching, substantive, and procedural investment protection, and most BITs 
signed after the late 1990s provide comprehensive investor-state dispute settlement 

mechanisms for all disputes concerning investment. 56 A list of China’s BITs is presented in 
the Annex 2 (including those that are terminated). 

Main Partners of Trade 

In 2016, the top export destinations of China are the US, the EU, Hong Kong, the ASEAN, 
Japan, and Republic of Korea. The top import origins of China are the EU, the ASEAN, 

Republic of Korea, Japan, Taiwan (China), and the US.57 China has signed FTAs and/or BITs 
with all of these economies.  

Table 1.3 China’s Top Merchandise Trade Partners (2016)58 

Top 6 Export Partners 

Rank Country Trade (CNY Billion) Partner Share 

(percent) 

1 US 2541.5 18.4 

2 EU 2236.9 16.2 

3 Hong Kong, China 1900.9 13.7 

4 ASEAN 1689.4 12.2 

5 Japan 852.9 6.2 

6 Korea, Rep. 618.5 4.5 

 

Top 6 Import Partners 

Rank Country Trade (CNY Billion) Partner Share 

(percent) 

1 EU 1374.7 13.1 

2 ASEAN 1297.8 12.4 

3 Korea, Rep. 1049.6 10.0 

4 Japan 962.6 9.2 

                                                 
56

 Available at: http://www.energycharter.org/what-we-do/publications/report-on-the-compatibility-of-chinese-

laws-and-regulations-with-the-energy-charter-treaty/  
57

 Available at: http://www.stats.gov.cn/tjsj/zxfb/201702/t20170228_1467424.html  
58

 ibid. 

http://www.energycharter.org/what-we-do/publications/report-on-the-compatibility-of-chinese-laws-and-regulations-with-the-energy-charter-treaty/
http://www.energycharter.org/what-we-do/publications/report-on-the-compatibility-of-chinese-laws-and-regulations-with-the-energy-charter-treaty/
http://www.stats.gov.cn/tjsj/zxfb/201702/t20170228_1467424.html
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5 Taiwan, China 920.3 8.8 

6 US 888.7 8.5 
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2. GENERAL ENERGY POLICY  

Energy plays an essential role in supporting China’s economic and social development. Over 

the past decades, China’s energy supply capacity has increased significantly and its energy 
mix continues to improve. This rapid industrial growth has led to a surge in total energy 

demand for both domestic and overseas resources, which then gives rise to security and 
environmental challenges. 

Nowadays, China is facing a structural change in its energy sector and observing major 

adjustments to its consumption patterns. Until 2014, coal was largely responsible for the 
gradual industrial and economic growth of China. Between 2000 and 2016, total primary 

energy demand had been growing by 6 percent per annum, making China the largest energy 
consumer in the world. Oil was also responsible for this rapid energy demand accounting for 
18 percent of the total energy mix of China in 2016. 59 

However, over the last decade, China has observed a dramatic shift in its policy changes, 
which aimed at lowering total final consumption, switching from coal and oil to natural gas 

and renewable energy, and introducing large energy efficiency programmes across all 
industrial sub-sectors. The significant growth of the renewables in China has had the largest 
impact on the power sector and new investments respectively.60  

Energy Supply and Demand 

Supply 

China’s total primary energy supply (TPES)61 has been growing steadily for the past 15 years, 
rising from 1,442.3 Mtce in 2000 to 4299.6 Mtce in 2015.62  Coal is the dominant source of 
energy in China, contributing to 64 percent of the TPES. 63  In 2015, fossil fuels accounted for 

88 percent of the country’s TPES (See Graph 2.1). Meanwhile, the share of non-fossil fuels in 
the TPES has also increased significantly, from 102.8 Mtce in 2000 to 521.1 Mtce in 2015.64 

In 2015, hydro contributed to 20 percent of China’s electricity power generation, while wind, 
solar, and other renewable energy accounted for 5 percent of the total.65  

                                                 
59

   See World Energy Outlook 2017, International Energy Agency.   
60

   Ibid.  
61

 TPES is equal to a country’s energy production plus energy imports, minus energy exports, minus 

international bunkers, then plus or minus stock changes. Primary energy refers to any energy form that is 

found in nature without any conversion processes. The definition of TPES is from: 

https://data.oecd.org/energy/primary-energy-supply.htm 
62

 Available at: http://data.stats.gov.cn/easyquery.htm?cn=C01 
63

 ibid. 
64

 ibid.  
65

 Available at: http://www.ndrc.gov.cn/zcfb/zcfbtz/201612/t20161216_830264.html  

https://data.oecd.org/energy/primary-energy-supply.htm
http://data.stats.gov.cn/easyquery.htm?cn=C01
http://www.ndrc.gov.cn/zcfb/zcfbtz/201612/t20161216_830264.html
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Graph  2.1  Share of China's TPES (2015)66 

 

China’s energy production has been significantly enhanced since 2000. The country’s output 
of primary energy jumped from 1,385.7 Mtce in 2000 to 3,614.8 Mtce in 2015, ranking the 

first in the world.67 Meanwhile, China’s structure of energy production has also improved. 
China observed a decline in its coal production first in 2014, and the amount has been 
continuing to decrease since then.68  

In 2016, China’s coal production dropped by 9 percent, the highest rate since 2014. 69  In 
addition, from 2000 to 2015, the percentage of crude oil production in the TPES declined by 

half, from 16.8 percent to 8.5 percent, while the production share of primary electricity and 
alternative energy doubled, from 7.7 percent to 14.5 percent.70  

China’s energy import has also been increasing, rising from 143.3 Mtce in 2000 to 774.5 

Mtce in 2015. 71  In 2013, China replaced the US as the world’s largest net importer of 
petroleum and other liquid fuels. 72  China’s energy exports, on the other hand, has been 

decreasing in general, from 117 Mtce in 2002 to 97.8 Mtce 2015, albeit some fluctuations.73  

Demand 

China remained the world’s largest energy consumer in 2016, accounting for 23 percent of the 

global energy consumption and contributing 27 percent to the global energy demand 
growth. 74  China’s primary energy consumption (PEC) 75  reached 4299.1 Mtce in 2015, up 

                                                 
66

 Available at: http://data.stats.gov.cn/easyquery.htm?cn=C01  
67

 ibid.  
68

 ibid. 
69

 Available at: http://data.stats.gov.cn/easyquery.htm?cn=C01 and 

http://www.stats.gov.cn/tjsj/zxfb/201702/t20170228_1467424.html 
70

 Available at: http://data.stats.gov.cn/easyquery.htm?cn=C01 
71

 ibid. 
72

 ibid. 
73

 ibid.  
74

 Available at: http://www.bp.com/en/global/corporate/energy-economics/statistical-review-of-world-

energy/country-and-regional-insights/china.html  
75

 PEC measures the total energy demand of a country. It covers consumption of the energy sector, losses 

during the transformation and distribution of energy, and the final consumption by end -users. PEC excludes 

energy carriers used for non-energy purposes. More information available at: 

http://ec.europa.eu/eurostat/statistics -explained/index.php/Glossary:Primary_energy_consumption  
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from 1469.6 Mtce in 2000.76 Although China has been the world’s largest growth market for 
energy for the past 15 consecutive years,77 the period of 2015-2016 marks China’s lowest rate 
of PEC growth (1.3 percent) since 1997. 78  This slowdown of China’s PEC growth partly 

reflects China’s deviation away from its most energy- intensive sectors, such as iron, steel, and 
cement, and shows a rebalancing of the country toward a more consumer and service-oriented 

economy.79  

By sector, industry is the largest consumer of energy, taking up about 68 percent of the PEC 
in 2015.80 Residential use and transportation follow as the second and the third, accounting 

for 11.7 percent and 8.9 percent of China’s PEC respectively. Below is a chart showing the 
share of China’s PEC by sector in 2015: 

Graph  2.2 Share of China’s Primary Energy Consumption (2015)81 

 

By fuel, China’s 2015-2016 consumption growth was led by natural gas and oil—the increase 
rates of which were 7.7 percent and 2.7 percent respectively - which show China’s structural 
improvement in energy consumption. China’s coal use during the same period declined at a 

rate of 1.6 percent.82 This decrease in coal consumption, although relatively small, signifies 
that China is now moving towards a coal consumption plateau. This indicates that China’s 

coal consumption is likely to remain at a more stable level in the coming years.  

In addition, China has observed a rise in the demand for renewable energy. In 2016, China 
overtook the US and became the largest consumer of renewables in power. China’s 

renewables consumption grew by 33.4 percent, consuming 86.1 million tonnes of oil 
equivalent (Mtoe). China’s solar consumption increased by 71.5 percent, wind consumption 

grew by 29.4 percent and geothermal and biomass rose by 21.4 percent. 83 
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 Available at: http://data.stats.gov.cn/easyquery.htm?cn=C01  
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 Available at: http://www.bp.com/content/dam/bp/en/corporate/pdf/energy-economics/statistical-review-

2017/bp-statistical-review-of-world-energy-2017-fu ll-report.pdf  
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 ibid. 
79

 ibid. 
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 Available at: http://data.stats.gov.cn/easyquery.htm?cn=C01  
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 ibid. 
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 Available at: http://www.bp.com/content/dam/bp/en/corporate/pdf/energy-economics/statistical-review-

2017/bp-statistical-review-of-world-energy-2017-fu ll-report.pdf 
83

 Available at: http://www.bp.com/en/global/corporate/energy-economics/statistical-review-of-world-

energy/country-and-regional-insights/china.html and 
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Structure  of the  Energy Sector  

Energy Authorities    

The Chinese central government holds absolute authority over energy matters. It plays a 

leading role in forming energy strategies, implementing related policies, as well as 
supervising the energy-sector operations through different administrative authorities. 

There are two coordinating bodies at the top of China’s administrative system, both of which 
have an important impact on major energy issues. First, the Leading Group for Financial 

and Economic Affairs is an inner group of the Central Committee of the CPC, led by the 

Chinese President, who is also the CPC General Secretary. It is considered the highest body 
responsible for leading and coordinating discussions on issues related to the economy within 

the CPC Central Committee.  

Second, the National Energy Commission (NEC) consists of the Premier, one Vice Premier, 
and 19 Ministers or Vice Ministers of the State Council. Under the leadership of the Premier, 

the Commission coordinates the overall energy policies for China, which include drafting 
energy development strategies, evaluating energy security, as well as facilitating international 

cooperation on climate change, carbon reduction, and energy efficiency. The NEC receives 
guidance from the Leading Group in the formation of these energy strategies. The policies 
decided by the NEC are then implemented by the NEA.84 

Many other government bodies are also actively involved in energy administration through 
responsibilities assigned by the State Council. Below is a list of government departments that 

are involved for energy issues in China: 

Table 2.1 China’s Government Departments Responsible for Energy Issues 85 

Ministries Responsibilities 

NEA  Playing a leading role in the energy sector supervision 

and management 

 Implementing energy development plans and industrial 

policies 

 Approving and reviewing fixed asset investment in 

energy sector, which includes both capital inflows and 
outflows  

 Taking the lead in launching international energy 

cooperation 

 Promoting institutional reform in the energy sector 

 Managing energy conservation and the utilisation of 
resources in the energy sector 

                                                                                                                                                         
http://www.bp.com/content/dam/bp/en/corporate/pdf/energy-economics/statistical-review-2017/bp-statistical-

review-of-world-energy-2017-renewable-energy.pdf 
84

 Available at: http://english.gov.cn/policies/latest_releases/2016/06/24/content_281475378900506.htm  
85

 Available at: http://www.gov.cn/  

https://en.wikipedia.org/wiki/Central_Committee_of_the_Communist_Party_of_China
http://www.bp.com/content/dam/bp/en/corporate/pdf/energy-economics/statistical-review-2017/bp-statistical-review-of-world-energy-2017-renewable-energy.pdf
http://www.bp.com/content/dam/bp/en/corporate/pdf/energy-economics/statistical-review-2017/bp-statistical-review-of-world-energy-2017-renewable-energy.pdf
http://english.gov.cn/policies/latest_releases/2016/06/24/content_281475378900506.htm
http://www.gov.cn/


C h i n a  I n v e s t m e n t  R e p o r t  2 0 1 7  

17  

Ministries Responsibilities 

NDRC  Regulating fixed asset investment for all sectors, both 
domestic and overseas  

 Regulating energy prices and managing energy emergent 
dispatch 

 Formulating policies on climate issues and energy 

efficiency 

Ministry of Industry and 
Information Technology 

(MIIT) 

 Formulating and implementing industrial development 

plans and industrial policies for energy-related sectors, 
including electric vehicles, petrochemicals, and coal 
chemicals 

 Guiding energy conservation and energy intensity 
reduction in industrial sectors 

Ministry of Science and 

Technology (MoST) 
 Promoting energy technology innovation 

Ministry of Land and 
Resources (MoLR) 

 Overseeing mineral appraisals and utilisation plans;  

 Regulating the registration and assignment of 

exploration and production licenses 

Ministry of Finance (MoF)  Allocating fuel subsidies and renewable energy subsidies 

Ministry of Agriculture (MoA)  Guiding the development of renewables in rural areas 

Ministry of Housing & Urban 
& Rural Development 
(MoHURD) 

 Supervising building-efficiency issues 

Ministry of Commerce 

(MOFCOM) 
 Imposing quotas and issuing licenses for energy imports 

and exports 

 Engaging in the regulation of foreign investment in 

China and Chinese investments overseas 

Ministry of Water Resources 
(MoWR) 

 Overseeing safety issues related to building dams 

 Guiding hydropower development in rural areas 

State Asset Supervisory and 
Administration Commission 
(SASAC) 

 Supervising assets and appointing top executives of 
energy state-owned enterprises (SOEs) 

State Administration of Coal 
Mine Safety (SACMS) 

 Overseeing coal mine safety issues, as well as other coal 
mining related policies and standards  

State Oceanic Administration 

(SOA) 
 Engaging in the regulating offshore oil and gas 

development 

National Nuclear Safety 
Administration (NNSA) 

 In charge of nuclear safety issues in China 
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Ministries Responsibilities 

State Administration of 
Science, Technology and 
Industry for National Defence 

(SASTIND) 

 Formulating policies related to civil nuclear utilisation; 

 Leading intergovernmental and international atomic 

energy cooperation in the name of China Atomic Energy 
Authority. 

National Bureau of Statistics 

(NBS) 
 Collecting and processing energy data 

Energy Enterprises    

The key players in China's energy market are SOEs, which have a vital role for the China’s 

economy and its energy sector. More than 20 SOEs dominate coal mining and transportation, 
oil and gas exploration and development, pipeline operations, power generation and grid 

operations, large-scale energy equipment manufacturing, as well as the exploitation of 
renewable energy. 86  In the fields of nuclear power, power grid, and oil and gas, it is 
mandatory for foreign investors to partner with central-level SOEs.87  

Despite the dominating role of the SOEs, China has been taking measures to attract foreign 
investment in the energy sector by supporting collaboration between Chinese enterprises and 

foreign entities. For instance, a few nuclear giants have been involved in China’s nuclear 
development. ConocoPhillips has been cooperating with China National Offshore Oil 
Corporation (CNOOC) in offshore oil development while companies such as BP, Shell, and 

Total have already established certain oil sales networks in China.  

Efforts have also been made to increase the participation of domestic private investment in the 

energy sector. Since the issuance of “Several Opinions on Encouraging and Guiding the 
Healthy Development of Private Investment” by the State Council in 201088, the inflow of 
private capital started to play a more active role, especially in the field of renewable energy. 

Some of the private renewable energy equipment manufacturers, like Sinovel and Goldwind, 
have even become world-class suppliers.  

Other Stakeholders in the Energy Sector 

In addition to energy authorities and companies, the energy industry associations are also 
important players in the sector. Most of the industry associations evolved from previous 

administrative departments, have certain administrative power, and play an essential role in 
the governance of the energy sector. Some of the most prominent associations include China 

National Coal Association (CNCA), China Electricity Council (CEC), and China Petroleum 
and Chemical Industry Federation. These industry associations have expertise in market 
analysis and prediction, industry development research, as well as coordination among their 

member enterprises in response to market volatility.  

                                                 
86

 Available at: http://www.sasac.gov.cn/n86114/n86137/index.html  
87

 Available at: http://www.ndrc.gov.cn/zcfb/zcfbl/201706/t20170628_852857.html  
88

 Available at: http://www.gov.cn/zwgk/2010-05/13/content_1605218.htm 

http://www.sasac.gov.cn/n86114/n86137/index.html
http://www.ndrc.gov.cn/zcfb/zcfbl/201706/t20170628_852857.html
http://www.gov.cn/zwgk/2010-05/13/content_1605218.htm
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China’s  Energy Strategy  by 2030  

Facing the growing demand of energy and the need to form a market-oriented economy, 
China has mapped out an energy strategy, from both the national and the international 

dimensions, to promote the healthy, secure, and sustainable development of energy by 2020. 

National Energy Strategy 

China’s national energy strategy has three important pillars: the “Four Revolutions and One 
Cooperation” Vision, the 13th FYP for Energy Development (2016-2020) and Energy Supply 
and Consumption Revolution Strategy (2016-2030). 

 The “Four Revolutions and One Cooperation” Vision 

In June 2014, the Chinese President Xi Jinping chaired the 6th meeting of the Leading Group 

for Financial and Economic Affairs, where he announced the “Four Revolutions and One 
Cooperation” Vision for a comprehensive energy revolution.89  

The “Four Revolutions” focus on the areas of demand, production, technology, and  

institutional governance. First, China is dedicated to facilitating energy consumption 

revolutions, namely inhibiting unreasonable energy consumption, implementing energy 

conservation policies, as well as forming an energy-conservation oriented society. 

Second, China has been devoting itself to promoting energy-supply revolutions. Based on 
the secured and diversified domestic energy supply, the government takes a step further to 

promote the clean and efficient utilisation of coal, develop non-coal energy, and strengthen 
the energy transmission and distribution network, and storage facilities simultaneously.  

Third, China aims at promoting energy technology revolutions  by moving towards a green 
and low-carbon economy. By encouraging technological, industria l, and business model 
innovation, China aims at making innovation a new growth engine for its industrial 

upgrading.  

Fourth, China intends to promote the energy-system revolutions, which include 

commodifying energy products, enhancing effective competition, following the mechanism of 
market economy, changing the government's energy regulation pattern, and improving the 
energy law system.  

The “One Cooperation” part of the Vision, on the other hand, reflects China’s commitment to 
“strengthen international cooperation comprehensively and realise energy security under 

open conditions.” 90  This vision shows China’s growing engagement in global energy 
governance, gradually shifting the country’s role “from an outsider to an insider” and “from a 
follower to an influencer” in global energy governance. 91 The “Four Revolutions and One 
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 Available at: http://cpc.people.com.cn/n/2014/0614/c64094-25147885.html  
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 Available at: http://cpc.people.com.cn/n/2014/0614/c64094-25147885.html and 

https://www.iea.org/publications/freepublications/publication/PartnerCountrySeries_ChinasEngagementinGl

obalEnergyGovernance_Englishversion.pdf 
91

 Available at: 
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Cooperation” vision has now become the new slogan and guiding ideology of China’s energy 
development. 

 The 13th FYP for Energy Development 

The 13th FYP for Energy Development (2016-2020) follows the strategic thinking of the 
“Four Revolutions and One Cooperation” Vision, aiming at building a modern energy system 

that is clean, low-carbon, secure, and efficient. 92  In the plan, more attention is paid to 
development quality, structural adjustment, market rules, as well as mechanism innovation.  

In the coal industry, the focus is on advancing structural reforms and emphasizing the role of 

market on resource allocation, by reducing coal’s share in the PEC from 62 percent to 58 
percent. The goals of the oil industry are to enhance energy exploration and development and 

to facilitate the construction of petroleum storage capacity, so as to ensure secured oil supply.  

The 13th FYP also intends to increase both the amount and the share of natural gas in the 
country’s PEC, and gradually make natural gas the country’s main energy source. The Plan 

guides the upstream resources exploration, the midstream infrastructure construction, and the 
downstream utilisation of natural gas. In recent years, a trend of deregulation has been 

witnessed, along with China’s strategy of vigorously developing unconventional gas.  

For the electricity industry, efforts will be made to optimise the energy consumption 
structure, push forward power grid development, and promote the advancement of a clean 

safe electricity system. The 13th FYP will also boost the sub-sector of new and renewable 

energy by enhancing the share of hydro, wind, and solar powers in China’s PEC, and by 

replacing traditional energies with renewable energies in suitable industries.  

Finally, China underlines the importance of technological innovation in the field of energy. 
The country has been trying to strengthen basic scientific research and frontier technological 

research in the energy field to enhance its innovation capabilities. Below is a table comparing 
China’s 2015 situation and the country’s main energy development targets from 2016-2020:  

Table 2.2 China’s Main Energy Development Targets by 202093 

 Indicator 2015 2020 (13th FYP) 

Total Annual PEC  4.3 Gtce With a cap of 5 Gtce 

 Energy consumption per unit of 
GDP 

Fall by 18 percent 
comparing to the 
2010 level 

Fall by 15 percent 
comparing to the 2015 
level 

 Energy self-sufficiency 84 percent Over 80 percent 

Coal Annual coal consumption  4 Gt Below 4.1 Gt 

 Share of coal in the PEC 64 percent Below 58 percent 
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 Available at: http://www.ndrc.gov.cn/zcfb/zcfbtz/201701/t20170117_835278.html  
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 Indicator 2015 2020 (13th FYP) 

 Elimination of excessive and 
outdated production capacity of 
coal within 5 years 

550 million tonnes 
per annum 

800 million tonnes per 
annum 

 Increasing of Advanced 

production capacity within 5 
years 

No data available  500 million tonnes per 

annum 

Oil Crude oil production 214 million tonnes Maintain at a level of 

more than 200 million 
tonnes 

Gas Natural gas production  135 billion tonnes 216 billion tonnes 

 Share of natural gas in the PEC 5.9 percent Try to reach 10 percent 

Power Total installed capacity 1530 GW 2000 GW 

 Share of non-fossil fuels in PEC 12 percent Rise to 15 percent 

 Share of non-fossil energy 
installed capacity in total 

35 percent 39 percent  

Renewable 

energy 

and other 

Installed capacity of hydro-

power 

320GW 380 GW 

 Grid-connected wind power  

capacity  

129GW 210 GW 

 Installed capacity of solar power 43GW 110 GW 

 Installed capacity of nuclear 

power 

27GW 58 GW 

 China’s Energy Supply and Consumption Revolution Strategy (2016-2030) 

China’s Energy Supply and Consumption Revolution Strategy (2016-2030) includes 
comprehensive policies and measures to promote the structural reform of China’s energy 
market beyond the 13th FYP for Energy Development.  

The document outlines the main priorities:  

 Controlling overall energy consumption;  

 Changing structure of energy consumption;  

 Promoting energy saving and emission reduction;  

 Promoting urban and rural electrification.  

 Optimizing clean and efficient production and utilisation of coal;  

 Providing clean energy to match the majority of new demand growth;  

 Promoting efficient supply-side management;  
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 Optimizing energy production system;  

 Building a competitive energy market;  

 Establishing a price mechanisms based on market;  

 Optimizing the legal system governing energy,  

 Promoting the energy efficient technologies;  

 Promoting R&D of clean and low-carbon technology;  

 Developing smart energy system technologies;  

 Improving research capacity for energy technologies. 

International Dimension of China’s Energy Strategy 

With accelerated globalisation, China has established closer ties with the rest of the world. 

China has established both bilateral and multinational cooperative mechanisms with various 
energy-influential countries and organisations, and is contributing more to the global energy 
governance. 

 International Energy Cooperation Mechanisms 

Up until now, China has established 42 bilateral energy cooperation mechanisms  with 

nearly 30 partner countries, most of which are large in size and/or rich in energy resource.94 
These bilateral mechanisms either focus on facilitating the exchange of information on energy 
and mineral resource policies, or on promoting trade and investment to enhance cooperation.  

A summary of China’s major achievement in construction of bilateral energy cooperation in 
2016 is provided below:  

Table 2.3 China’s Bilateral and Inter-regional Energy Cooperation Mechanisms 

Established in 201695 

Country/Region Remark 

China-Denmark Memorandum of 
Understanding (MoU) 

 Focuses on the establishment of the partnership 
between China and Denmark on thermal power 

flexibility 

China-Saudi Arabia MoU  Underlines renewable energy cooperation and 
high-temperature gas-cooled reactor project 

China-Iran MoU  Emphasizes the short and long-term cooperation 

in oil and gas 

China-US MoU    Supports the China-US energy cooperation 
projects 
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95

 See Annual Report on China’s Energy Development 2016 , Electric Power Planning & Engineering Institute  
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Country/Region Remark 

China-Turkey MoU  Focuses on the cooperation in nuclear energy, 

civilian nuclear energy, and new energy 

Joint communiqué between China 
and the Arabia National Union 

 Consensuses on the fields of oil, natural gas, 
electric power, new energy, and the peaceful use 

of nuclear energy 

China-Russia Joint Statement  Aims at strengthening the cooperation in the 
peaceful utilisation of nuclear energy 

 

China-EU Roadmap on Energy 
Cooperation 

 Promotes low-carbon develop, protect the 
environment, address climate-change issues, and 

boost renewable energy development 

Apart from strengthening bilateral ties, China is also taking a more proactive approach 

focused on increasing multilateral cooperation. 96  China now recognizes global energy 
governance not only as a means to address energy challenges, but also as a mutually 
beneficial mechanism. 

Consequently, China has gained membership or become an important participant in many 
international energy organisations, such as the International Energy Forum, the International 

Atomic Energy Agency, the IEA, and the International Energy Charter. It also plays an active 
role in addressing energy issues on the platform of major multilateral frameworks, such as 
G20, APEC, BRICS, and SCO. A list of cooperation between China and international energy 

organisation and comprehensive multilateral frameworks are provided in Annex 3 and 4.  

In addition, China’s “Belt and Road Initiative” reflects the country’s enhanced inter-regional 

cooperation in energy resource exploitation and energy investment. Connecting the Asian, 
European, and African continents, this Initiative aims at enhancing energy infrastructure 
connectivity, promoting energy trade and investment, and developing new energy technology. 

Since the establishment of the Initiative, China has announced a series of major energy 
infrastructure projects. For instance, the 10 power projects under the China-Pakistan 

Economic Corridor totalled nearly 7.3 GW by the end of 2016, which effectively helped 
Pakistan meet its short-term power demand.97  The Yanbu Refinery of Saudi Aramco and 
Sinopec went into operation in early 2016, with a potential processing capacity of 20 million 

tonnes per year. 98  The China-Russia Yamal Liquefied Natural Gas (LNG) project was 
initiated in 2016, and is expected to achieve a LNG production capacity of 16.5 million 

tonnes.99 By engaging in both physical and technological cooperation of energy infrastructure 
development along the Belt and Road, the Initiative is expected to provide China and the 
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participating countries with affordable access to more energy resources in a mutually 
beneficial manner.100 

 The Sustainable Development of Energy 

As its energy imports and consumption increase rapidly, China has been actively engaging in 
sustainable development-related international cooperation, and adjusting its national 

development plans accordingly. China’s commitment in the Paris Agreement and the G20 
shows the country’s growing willingness to take more international responsibility to address 
climate-change issues and promote global sustainable development.  

To facilitate the adoption of the Paris Agreement, China issued the document “Enhanced 
Actions on Climate Change: China’s Intended Nationally Determined Contributions” 

(INDCs) in June 2015, setting four major targets that demonstrate the country’s determination 
to cope with climate change. Below is a table summarizing China’s INDCs: 

Table 2.4 China’s INDCs to the Paris Agreement101 

 To lower carbon dioxide emissions per unit GDP by 60 percent to 65 percent from the 
2005 levels by 2030 

 To achieve the peaking of carbon dioxide emissions around 2030 and make best effor ts 

to peak earlier 

 To increase the share of non-fossil fuels in the PEC to around 20 percent by 2030 

 To increase the forest stock volume by around 4.5 bcm by 2030 from the 2005 level 

China’s 13th FYP can be seen as the first stage of fulfilling the country’s INDCs by 2030, as it 
aims to (1) reduce carbon dioxide emission intensity by 40 to 45 percent compared to the 
2005 level and (2) to increase the share of non-fossil fuels in the primary energy mix to 15 

percent by 2020. China’s incorporation of the INDCs into its FYP has consequently enhanced 
its role as a constructive global partner in facilitating climate change-related international 

negotiations.  

Other important sustainable development related multilateral framework in which China 
actively participates is the G20. In June 2016, the NEA hosted the G20 Energy Ministerial 

Meeting in Beijing, with the theme of “Shaping a Low-carbon, Smart and Sharing Energy 
Future.” The Meeting called for a more inclusive global energy architecture that features 

reciprocity, openness, inclusiveness, fairness, and order.102  
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The Meeting adopted four documents, the highlights of which are listed below: 

Table 2.5 Major Documents Adopted at the G20 Energy Ministerial Meeting in China103 

Document Highlights 

G20 Energy Ministerial Meeting 

Beijing Communiqué  
 Emphasizes the essential roles of the G20 members in 

addressing the common challenges to the global 
energy development  

Enhancing Energy Access in Asia 

and the Pacific: Key Challenges and 
G20 Voluntary Collaboration Action 

Plan 

 Calls for voluntary collaboration on energy access by 
expanding the focus beyond Sub-Saharan Africa and 
include the Asia-Pacific region 

G20 Voluntary Collaboration Action 

Plan on Renewable Energy 
 Encourages members to develop renewable energy 

strategies and action plans to scale up renewable 
energy investment 

 Aims at increasing the share of renewable energy in 
the global energy mix 

G20 Energy Efficiency Leading 

Programme  
 Expands the areas of voluntary international 

collaboration from 6 to 11 
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3. MARKET STRUCTURE OF THE ENERGY SECTOR  

Coal 

General Information 

Coal is the primary energy source for China. Between 2002 and 2012, both coal production 
and consumption surged, as China prioritized to enhance coal supply capacity and reduce the 

energy gap that restricted the country’s economic development. However, since the past few 
years China’s coal industry has been facing structural problems such as low productivity, 
excessive and outdated capacity, market fragmentation, and imbalanced development.  

To address these challenges, China is now shifting its economic development model toward a 
“New Normal” starting 2014, which features a slowdown in the growth of energy demand, an 

emphasis on ecological issues, and an acceleration of clean energy development. The 13 th 
FYP of the coal sector is set according to this new growth model. It puts forward the 
construction of a safe, efficient, green, and modern coal industry as a key priority, so that the 

Chinese economy can achieve its historical leap from being “large” to being “strong.” 

To improve the environmental conditions and reduce the old and inefficient overcapacity of 

electricity generated from coal, China has recently started issuing several regulations on the 
coal industry. The particular aim is not only to phase out inefficient coal- fired generation 
plants but also to use clean coal technologies in the power generation.  

Supply and Demand 

China produced 3.41 billion tons of coal in 2016, 9 percent lower than the previous year. With 

coal output decreasing by 2.5 and 3.3 percent in 2014 and 2015 respectively, 2016 marks the 
third constructive year of decline in coal production. 104  This fall in production is partly 
driven by the continuing decline in international coal prices since 2012, 105 which made coal 

import a more favourable option than coal production in China. As a result, China’s coal 
import has been increasing in general since then, despite some fluctuations. In 2016, 

particularly, China imported 260 million tons of coal, 25.2 percent higher than in 2015.106 

China’s coal consumption has also been declining. The country consumed 3.78 billion tonnes 
of coal in 2016, 4.7 percent lower than that in 2015, which marks the third year of decrease in 

coal consumption.107 Reasons for this decline include (but are not restricted to) three aspects: 
first, with slower but higher-quality economic development, the demand for traditional energy 

has been decreasing. Second, alternative energy has been playing a more important role in 
power generation. For instance, there has been a switch from coal to gas in the energy-
intensive industrial sector and the residential sector, as the government is implementing 
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policies to reduce air pollution.108 Third, China has made progress in enhancing its energy 
efficiency, which means that less coal is demanded than before to generate the same amount 
of power.  

Despite this increasing slowdown in coal production and consumption, China remains the 
largest user of coal, and is expected to contribute to half of the global coal demand in the 

coming 5 years.109 To promote the sustainable development of the coal industry, it is crucial 
for China to conduct effective market reforms and boost technology innovation.  

Regulatory and Legal Framework  

Different governmental institutions work together to govern China’s coal industry. The 
Department of Coal under the NEA is responsible for managing the coal industry, formulating 

coal development plans and policies, and ensuring the implementation of these policies. The 
SACMS oversees coal mine safety issues, as well as other coal mining related technical 
standards. Additionally, the CNCA, a semi-official organisation, bridges coal enterprises with 

the government and presents industry concerns and suggestions to the regulators.  

Compared to other primary energy sources, China has a relatively comprehensive set of laws 

and regulations for the coal industry. A summary of coal legislations is provided below:  

Table 3.1 China’s Coal-related Legislations 

Legislation Function 

Law of Coal  It is one of the earliest-introduced energy law in China 

 The Law ensures the rational usage, development, and 
protection of coal resources, the standardisation of coal 
production, and the marketing of coal 

Mineral Resources Law
110

  This law manages the development of mineral resources, 
including coal 

 It regulates the registration and assignment of exploration and 
production licenses 

Law of Mine Safety
111

  The law ensures the safety of mine production, prevent mine 
accidents, and protects the safety of mine workers 

Coal Industry Guidance   Published by the NEA on behalf of the NDRC, the Guidance 
governs the utilisation of coal, the allocation of social resources, 
the decision making of major projects, as well as the 
arrangements for government investment  

Pricing  

Before 2012, the prices of coal in China were formulated based on a two-track pricing 
mechanism. The price of “key thermal coal contracts,” namely those used for core coal- fired 
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power stations (about half of the total consumption), were regulated by the government. The 
prices for all the remaining types of coal, in contrast, were subject to market supply and 
demand. While this two-track coal pricing mechanism guaranteed affordable prices to the core 

coal-fired power plants, it also led to the situation that different prices existed for different 
customers in the same market.  

This, in turn, resulted in market imbalance and inefficient allocation of resources. 
Consequently, in 2012, the State Council released the “Opinions on Deepening the Market-
oriented Reform of Thermal Coal Pricing,”112 which ended this two-tracks pricing mechanism 

and let supply and demand play an actively role in deciding the prices of all types of coal. 
This policy document also set the task of establishing national and regional coal trading 

centers, which further liberalized China’s coal market.  

Market Structure 

Coal has the highest degree of liberalisation within China’s energy sector. In 2015, the top 8 

coal enterprises accounted for less than 35 percent of the total national production, while 
private companies took up a large share of total production.113 A significant number of these 

private coal companies possess outdated capacity, use inferior production technology, and 
lack company management mechanisms. As a result, they occupy large market resources but 
produce a relatively small amount of coal. For example, in 2016, there were about 6,500 small 

coal mines in China which had an annual output of less than 0.3 million tonnes.  114  

To address these issues, China’s 13th FYP aims at improving the market structure of the coal 

industry by closing down small coal mines with outdated capacity and facilitating technology 
upgrade in the remaining ones. China also intends to group small coal mines and build large 
and modern coal bases to exploit the economies of scale in coal production.  

Security of Supply 

Coal is China's most self-sufficient primary energy. The country’s coal production accounted 
for more than 60 percent of the national total energy production in 2015, higher than all the 

remaining energy resources combined.115 Additionally, China discovered 230 billion tonnes 
of identified coal resources between 2010 and 2015.  

This relative abundance of coal resources contributes to enhancing the security of coal supply 
in China. Although China has observed an upward trend in its coal import between 2012 and 
2016, the import accounts for only 5 percent of the country’s total supply. 116  In China, 

domestic production is still the dominating resource of coal supply, and this situation is 
expected to remain the same in the future.  

Moreover, China has enhanced its accessibility to coal. The country has improved its railway 
network by establishing North-South and West-East coal transportation channels, due to 
which coal can now be distributed more efficiently throughout the country.  
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This self-sufficiency - the abundance of and accessibility to coal resources - has made coal the 
cornerstone of China's energy security. Therefore, the main concern of China’s coal industry 
is not security, but the need to upgrade technology, increase efficiency, and better manage the 

coal resources that it possesses.   

Gas 

General Information 

China considers natural gas as a high-efficiency and clean source of energy. In fact, according 
to the 13th FYP, natural gas is expected to contribute to 10 percent of the country’s PEC by 

2020.117  

To achieve this ambitious plan, there is already a certain basis of resources and infrastructure 

layout. For instance, according to the new round (2007-2014) of the National Oil and Gas 
Resources Dynamic Evaluation carried out by the MoLR, 118 China's reserves of conventional 
natural gas equal 68 trillion cubic meters at the end of 2014, 33 trillion cubic meters more 

than that in 2007, which shows that the country has great potential for natural gas exploration. 
In terms of infrastructure development, China has already constructed four main channels for 

gas import. These are the northwest channel for central Asian gas, the southwest channel for 
gas crossing Myanmar, the northeast channel for Russian gas (under construction), and the 
LNG terminals along the east coast. 

The exploration and development of unconventional natural gas has also made significant 
progress. The newly proven reserves of shale gas and coalbed methane (CBM), discovered 

between 2011 and 2015, equalled 544 and 351 bcm respectively. In addition, various 
unconventional blocks achieved commercial development, with a total output of nearly 25 
bcm in 2015.119 Shale gas production soared by 68 percent from 2015 to 2016, and CBM 

increased more than 13 percent within the same period.120  

Supply and Demand 

China’s TPES of natural gas equalled 209.2 bcm in 2016, 16.0 bcm higher than that in 

2015.121 The country’s natural gas production equalled 136.9 bcm in 2016, with an increase 
of 1.7 percent from the previous year.122 Geographically, Shanxi, Sichuan, and Xinjiang are 

the main provinces for natural gas production, with an output of 41.2, 29.7, and 29.1 bcm 
respectively.123 These regions collectively account for 73.1 percent of the national gas output. 

Despite the increase in natural gas production, China also imported 72.3 bcm of natural gas 

in 2016, making it the world’s fourth largest gas importer. 124 Of the total natural gas imports, 
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38.0 bcm were pipeline imports, 125  mainly from Central Asia and Myanmar. There is yet 
another phase of the Central Asia gas pipeline under construction, which means that gas 
import from this region will continue to increase.  

In 2014, China signed a deal to import large volumes of gas from easte rn Russia. The import 
is expected to start in 2018, with an expected annual volume of 38 bcm in the coming 30 

years.126 The main reasons for this increasing reliance on imported gas are two-fold: first, 
China’s consumption is expected to grow continuously in the near future; second, China 
hopes to improve its energy mix by importing more gas to replace its domestic coal 

consumption.  

From the consumption side, China’s natural gas utilisation increased by 8 percent to 208.7 

bcm in 2016.127 The natural gas used in power generation grew the fastest by 13 percent; city 
gas consumption grew by about 4 percent; the gas used by the industrial sector was stable.128 
Although the consumption was more than 2015, the growth rate was much lower than the 

average two-digit growth observed in the previous ten years.129 Therefore, despite a supply 
surplus, the level of consumption remains low due to the sparse pipeline networks, the 

shortage of gas storage facilities, the high cost of transmission and distribution, and the 
generally high prices of gas.  

The industrial and petrochemical sectors were the largest consumers of natural gas, 

accounting for 65 percent of the total consumption until 2014. 130 However, the market share 
of those sectors has been decreasing over the past years due to the increasing gas consumption 

in gas fired power generation and utilisation in the residential sector. This is particularly 
visible in urban areas, where the switch from coal to gas is progressively taking place for 
pollution mitigation reasons.  

Regulatory and Legal Framework  

The Oil and Gas Department under the NEA is responsible for the integrated manage ment of 
the oil and natural gas industry. The department is responsible for formulating oil and gas 

development plans and policies, carrying out the industry’s institutional reforms, managing 
the national Strategic Petroleum and Gas Reserves, and supervising commercial reserves. 

There is not a specific law at the national level which governs the exploration, exploitation, 
and production of oil and gas. However, there are related legislations, policy documents, and 
administrative regulations to manage the upstream, midstream, and downstream sectors. 

More than ten policies and plans have been published in 2017 which aim to stimulate gas 
sector development, such as “Gas development during the 13th Five-Year Plan”, “Guiding 

opinions on strengthening gas distribution price regulation” (NDRC), “Guiding opinions on 
accelerating gas utilisation” by thirteen ministries, “Medium and long-term oil and gas 
pipeline network planning” (NEA and NDRC), “Several opinions on deepening the reform of 

the petroleum and natural gas system” (NDRC and NEA), “China State Council Guiding 
opinions on strengthening gas distribution and price regulation” (NDRC) and other 
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regulations on gas transmission pricing and cost-setting. All these documents aim at attracting 
investments in the sector and increase the gas consumption in more industrial sectors. Lower 
supply cost as well as global and regional gas prices, is supposed to stimulate more gas 

demand growth in the coming years.  

Table 3.2 China’s Main Oil and Gas Laws and Regulations  

Legislation Function 

Mineral Resources Law and Its 

Rules for Implementation131 
 Stipulates the rights and obligations of mineral 

developers 

Regulations on the Sino-foreign 

Cooperation in the Development of 

Continental Petroleum Resources 

(Onshore Regulations)132 

 Governs the foreign partnerships with the China 

National Petroleum Corporation (CNPC) and 
China Petrochemical Corporation (Sinopec) 

 Foreign investors who are interested in the 

upstream investment of oil and gas must partner 
with one of the designated SOEs above. 

Regulations on the Exploitation of 

Offshore Petroleum Resources in 

Cooperation with Foreign 

Enterprises (Offshore 

Regulations)133 

 Provides a similar framework for regulating 
foreign partnerships with CNOOC 

 Foreign investors who are interested in the 
upstream investment of oil and gas must partner 

with CNOOC 

Regulations on Protection of 

Petroleum and Natural Gas 

Pipelines (2010) 

 Ensures the safety of oil and gas transition 

 Regulates the planning, construction, and 

pipeline operations 

Pricing 

Before 2013, China had a gas pricing mechanism based on a “cost-plus model.” Under this 

model, the wholesale gas prices for local distributors—also called the City Gas Prices—were 
set by the government by summing the ex-plant price and the transmission tariff of natural 
gas. The ex-plant price only reflected the cost of domestic production, and therefore, the City 

Gate Price was linked exclusively to supply costs and was not responsive to the growing 
demand. Consequently, when China increased its natural gas imports in 2010, the prices set 

for local distributors became considerably lower than the contract prices of imported gas. 
Importers incurred heavy losses, which in turn discouraged natural gas imports.  

These problems motivated the Chinese government to undertake a pricing reform, 

implemented throughout the country in 2013, which aimed at letting the market play a more 
active role in the formulation of City Gas Prices. As opposed to only reflecting domestic 

prices, the new pricing system links City Gas Prices with imported fuel oil price and imported 
liquefied petroleum gas (LPG).  
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To ensure the smooth transition between the old and new pricing regimes, the Chinese 
government divided the reform into two phases: in 2013, the new pricing mechanism only 
applied to the “incremental volumes” of pipelined natural gas, which referred to the amount of 

gas consumption added from 2013 and onwards.134 Starting from 2014, the City Gate Prices 
for consumption before 2013 were gradually increased to that of the incremental volumes, and 

a unified gas price mechanism was achieved in 2015. 135 This new gas pricing system has 
reduced the price discrepancies between domestic and imported gas, and has enhanced both 
the transparency of price formulation and price predictability.  

Moreover, to further enhance the stability and predictability of oil and gas prices, China 
established the Petroleum and Natural Gas Exchange (the Exchange) in the Shanghai Free 

Trade Zone (FTZ) at the end of 2016. By building regional benchmark prices and p romoting 
the smooth allocation of resources, the Exchange is expected to serve as a platform for 
petroleum and gas trading, clearing, and settlement not only in China, but also in the whole 

Asia-Pacific region. 

Domestic and International Infrastructure  

In recent years, China has greatly improved its domestic gas infrastructure by developing a 
strong pipeline network, gas storage facilities, LNG regasification terminals, gas stations, and 
gas fired power plants. For instance, by the end of 2015, the country successfully transported 

natural gas though pipelines to all its provinces, with the exception of Tibet. The city gas 
pipeline network reached 430,000 km, covering a population of 330 million.136  

Table 3.3 Domestic Infrastructure of the Gas Sector by the end of 2015137 

Infrastructure Capacity 

Pipelines  64,000 km trunk pipelines, with the capacity of 280 
bcm per year 

LNG terminals  12 terminals are under operation with regasification 

capacity of 43 million tons per year and storage 
capacity of 5 million cubic meters. 

CNG/LNG gas stations 6500 gas stations for vehicles, and another 13  for ships 

Underground gas storage  18 facilities with a capacity of 5.5 bcm 

Natural gas fired power plants  57,000MW installed capacity 

According to the 13th FYP of the gas sector, 40,000 km of new domestic trunk pipelines will 
be constructed in the coming five years. The total mileage will reach 104,000 km by 2020, 
with a capacity of more than 400 bcm per year. The capacity of domestic underground gas 

storage is expected reach 14.8 bcm by 2020, up from 5.5 billion in 2015.138 
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In terms of international infrastructure, China has constructed three gas import channels. 
These are the northwest channel for central Asian gas, the southwest channel for gas crossing 
Myanmar and the northeast channel for Russian gas (under construction).  The situation of 

China’s cross-border gas pipelines is summarized in Table 3.4. 

Table 3.4 China’s Cross-border Gas Pipelines 

From  Stage Capacity (billion 

cubic meters, bcm) 

Length (outside 

China) 

Central Asia  Phase A, operational 
  

Phase B, operational 

 
30 bcm 

 
1830 km 

Phase C, operational 25 bcm 1830 km 

Phase D, under construction 25 bcm 840 km 

Myanmar  Operational 12 bcm 771 km 

Russia  West route under negotiation 30 bcm  

East route under construction 38 bcm 2680 km 

Summarized based on public sources 

Market Structure 

China’s gas sector is monopolized by the three SOEs: CNPC, CNOOC, and Sinopec. CNPC 
was established in 1988 and has since then been the leading player in China’s upstream 

sector. Its natural gas output equals 95.48 bcm per year, accounting for 71 percent of China's 
total production. It also operates 50,928 km of China’s natural gas pipelines, about 76.2 

percent of China’s total pipeline length.139 CNOOC is China’s the only company responsible 
for exploring and developing offshore oil and gas assets. It is also the largest LNG importer in 
China. Sinopec is engaged in both the upstream and downstream activities, including the 

exploration, production, transportation, and marketing of oil, gas, and petrochemicals. In 
2016, CNOOC, CNPC, and Sinopec accounted for 62 percent, 22 percent, and 14 percent of 

total LNG imports respectively.140 At the local level, city gas companies are responsible for 
the distribution and sale of gas.  

Despite the domination of the SOEs in the gas industry, China has been trying to let private 

companies play a more active role. The 13th FYP calls for eligible enterprises to participate in 
the development of oil and gas resources, which used to be dominated by SOEs.141 It also 

welcomes private capital to be invested in running oil and gas storage facilities.142 
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Security of Supply 

As China opens its economy to the world and conducts comprehensive structural reforms, it is 
facing rapid growth in the demand for gas. In 2015, China imported 61.4 bcm of natural gas, 

accounting for 31.8 percent of the country’s total consumption. 143 Consequently, China has 
been trying to secure its gas supply from both domestic and overseas producers.  

In terms of overseas energy supply, China has diversified its sources of gas imports by relying 
on both LNG terminals and cross-border pipelines. By establishing a cooperative relationship 
with its gas-rich neighbouring countries, China has hedged the supply risk away from solely 

depending on maritime transportation.  

Moreover, to minimise political risks, China is trying not only to maintain close ties with its 

neighbours, but also to enhance its domestic production. For the latter purpose, China is also 
carrying out strategies and policies that encourage domestic and foreign investors to engage in 
the exploration and development of shale gas, coal bed methane, offshore gas, and other 

unconventional natural gas resources. 

Oil 

General Information 

China is the world’s fifth largest oil producer after Russia, Saudi Arabia, the US, and Iraq.144 
It is also the largest oil importer and the second largest oil consumer after the US. 145 China 

has built a large number of overseas oil production bases in order to increase its 
competitiveness and increase its influence on the global oil market.  

China’s oil demand is expected to grow in the coming years due to the country’s increasing 
economic growth and continuously improving living standards. The 13 th FYP for the oil 
sector recognizes the essential role of oil in promoting economic development and 

emphasizes its significance in maintaining national security.  

Supply and Demand 

Oil accounted for 18 percent of China’s TPES in 2015.146 Within this, China produced 199 

million tonnes of crude oil in 2016, and it was the first time since 2010 that China’s annual 
crude oil production fell below 200 million tonnes. 147 This production cut is due to the low 

international crude oil price since 2014, as Chinese oil enterprises see import as more 
profitable than domestic production. Consequently, the volume of crude oil import reached 
381.1 million tons in 2016, 13.6 percent higher than that of the previous year, compared to an 

average annual growth of 7 percent during the 12th Five-Year period.148  
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In 2015, China consumed 786.7 Mtce, accounting for 18 percent of its total PEC.149 The 
country’s oil consumption has been growing at an annual rate of 4.8 percent from 2010 to 
2015, 3 percentage points higher than the average rate from 2005 to 2010.  

By sector, transportation and postal services are the most active consumers of oil, accounting 
for 37.3 percent of the national total oil consumption in 2015. 150  Due to a 13.7 percent 

increase of motor vehicle sales in 2016, oil consumption by cars increased rapidly, and has 
become the major driving force of China’s energy consumption in transportation.151 Industrial 
and residential sectors are the second and third largest consumers, accounting for 34.3 percent 

and 11.2 percent of the national total in 2015.152  

By oil types, China’s demand profile is increasingly driven by gasoline, because of the above-

mentioned surge in car ownership. Additionally, China experienced a 115.1 percent increase 
in the export of diesel in 2016. 153  This increase can be explained by China’s oil refinery 
overcapacity, partly because of the fact that the improvement of the railway transport systems 

and LNG-powered ships are driving diesel-oriented transportation out of the market.  

Institutional Governance and Regulatory Framework  

In China, the oil and gas industries are managed by the same institutions. For instance, the 
NEA is in charge of the overall formulation of development plans for the gas as well as the oil 
sector. Similarly, other governmental authorities that offer institutional assistance to the gas 

sector also provide support to the oil industry. The legislations listed in section 4.2 (Gas) also 
apply to the regulation of oil.  

Pricing 

In accordance with its economic reforms, China has been conducting market-oriented oil 
pricing reforms since 1998. The country’s current oil pricing mechanism was established by 

the NDRC, based on the document “Oil Price Management Regulation” issued in early 
2016.154 The new regulation sets up different pricing regimes for 1) crude oil, 2) refined oil, 
namely gasoline and diesel products for retail and wholesale.  

1) Crude oil prices are determined by the enterprises themselves with reference to the 
international market.  

2) Refined oil prices follow government guidance or government pricing, depending on 
specific situations: 

a. The government provides guidance to the retail and wholesale prices of gasoline and 

diesel. The NDRC is responsible for setting price ceilings for each provincial region. 
The price ceilings are adjusted every ten working days based on the international 

crude oil market, but they will remain the same if the adjustment is less than 50 CNY 
per tonne. Then, the retail enterprises can set prices below the price ceilings. 
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b. The prices of gasoline and diesel for national reserves, in contrast, are determined by 
the NDRC. 

A summary of the regime of price ceilings (government guidance) for gasoline and diesel is 

provided below: 

Table 3.5 The Regime of Price Ceilings for Gasoline and Diesel155 

Benchmarks for crude oil prices in 

the international market (Pi) 

Price ceilings of gasoline and diesel in the Chinese 

market 

Pi ≤ 40 US dollars 

Assume that the crude oil price is 40 US dollars, and 

calculate the price ceiling based on the marginal 
profit of normal processing 

40 US dollars < Pi ≤ 80 US dollars 
Calculate the price ceiling based on normal 
processing profit margins 

80 US dollars < Pi ≤ 130 US dollars 
Calculate the price ceiling based on deducted 
processing profit until the profit hits zero 

Pi  > 130 US dollars Use fiscal and tax policy to maintain price stability 

This refined oil pricing mechanism reflects the changes in international crude oil prices, 
reduces unreasonable consumption, and makes sure that the prices are affordable to the 
consumers. 

Domestic and International Infrastructure 

Domestically, China has been making continuous efforts to improve its oil pipeline network. 

By the end of 2015, China’s total crude oil pipeline reached 27,000 km and its refined oil 
pipeline reached 21,000 km. During the 13th Five-Year period, a total of 5,000 km of crude oil 
pipelines will be constructed. The total mileage is expected to reach 32,000 km by 2020, with 

a transmission capacity of more than 650 million tonnes per year. In addition, China plans to 
increase the length of its refined oil pipeline from 21,000 km in 2015 to 33,000 km in 2020, 

with a transmission capacity of 300 million tonnes per year.  

A table comparing China’s oil pipeline situation in 2015 and its 13th FYP on improving the 
pipeline network is provided below: 
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Table 3.6 Domestic Infrastructure of the Oil Sector 

(Based on 13th FYP for Oil and Gas issued in January 2016156) 

Infrastructure Capacity 

 
2015 2020 (13th FYP) 

Crude oil 

pipelines  

27,000 km 
Capacity: 530 million tons per year 

32,000 km 
Capacity: 650 million tons per year 

Refined oil 

pipelines 

21,000 km 
Capacity: 210 million tons per year 

33,000 km 
Capacity: 300 million tons per year 

In addition, China established the national Strategic Petroleum Reserves (SPRs) system in 
2001 under the country’s 10th FYP. As of mid-2016, China has built 9 SPR sites in the south, 

southeast, northeast, and northwest of China (Guangdong, Zhejiang, Liaoning, Gansu, 
Shandong, Xinjiang, and Tianjin), collectively reaching a capacity of 31.97 million tons.157 
The SPRs have been playing an important role in ensuring sufficient oil supply in China, and 

in responding to oil-related emergencies.  

China has also been making efforts to enhance its international oil infrastructure through the 

diversification of oil supply origins, oil import channels, and ways of transportation. The 
result has been satisfying, as China developed 4 oil import channels, from the northwest, 
northeast, southwest, and maritime. Below is a table summarizing China’s cross-border oil 

pipeline infrastructure:  

Table 3.7 Cross-border Oil Pipelines of China, by 2016 

From  Stage 
Capacity 

(million tons per year ) 

Kazakhstan (Northwest) Operational 20 

Russia (Northeast) 
Operational 15 

Parallel line under construction 15 

Myanmar (Southwest) Operational  13158 

Summarized based on open resources. 

Market Structure 

China’s oil sector is monopolized by three SOEs: CNPC, CNOOC, and Sinopec. These SOEs 

dominate the upstream operations such as developing the oil reserves, building and operating 
pipelines, managing refining plant and sale terminal, and filling the SPRs. The mid and 
downstream operations are shared by both the SOEs and private companies. Sinopec and 
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CNPC accounted for 40 percent and 22 percent respectively of China’s refinery operations in 
2015, while local private refineries together contributed to 24 percent of the national total.159  

The Chinese government is embarking upon an ambitious plan of economic restructuring. In 

2015, the NDRC and the MOFCOM authorized several qualified private refineries the right to 
use imported crude oil or to even import crude oil themselves. Meanwhile, China had begun 

to allow collaborations between oil SOEs and private companies. The Sinopec Group 
intended to cooperate with private companies in refined oil sales; CNPC promised to allow 
private companies to have no more than 49 percent of the stake in oil exploration 

businesses.160 This gradual liberalisation of the oil sector will allow more private investment 
in the oil industry, which will then bring changes to the current SOE-dominated market 

structure. 

Security of Supply 

China’s security issue of oil supply is reflected in two aspects: first, the country’s demand for 

overseas oil is large, which has resulted in a continuing increase in oil import and a 
consequent dependence on the global oil market. Second, China’s faces geopo litical 

challenges in its import transportation channels.  

In 2016, 57 percent of China’s 7.6 million barrels per day (b/d) of crude oil imports were from 
OPEC countries, notably Saudi Arabia, Angola, and Iraq. 161 Most of the imported oil must go 

through the Strait of Malacca, the shortest sea route between African and Persian Gulf 
suppliers and Asian consumers, including China. As a 17-mile wide channel situated between 

the Malay Peninsula and the Indonesian island of Sumatra, the Strait of Malacca is long 
considered a natural bottleneck with the potential for competitions, collisions, and oil spills.162  

To address these issues, China has been making efforts to diversify its sources of oil imports. 

An excellent example would be the China-Myanmar oil and natural gas pipelines completed 
between 2013 and 2014, which intended to create an alternative import path to bypass the 
Strait of Malacca. Additionally, China intends to ensure its energy supply through overseas 

upstream investment, as it has been encouraging oil SOEs to invest in unconventional, deep-
water, and oil-sands resources abroad.  

Finally, China is continuing developing its emergency response mechanisms. As of mid-2016, 
the combined reserves of all the SPRs equalled the amount of 30 days of China’s petroleum 
imports. Moreover, the government plans to triple the size of SPRs and meet the international 

reserve standard of the 90-day net import equivalent by the end of 2020.163 

Electricity   

General Information 

China has surpassed the US as the world’s largest electricity consumer in 2011, after 20 years 
of rapid economic growth. China’s electricity industry is characterized by the fast 
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development of installed generation and transmission capacity, which includes conventional 
thermal power and hydropower, renewable energy such as wind and solar and long-distance 
UHV transmission lines. China also has the world biggest nuclear construction program. 

With the advancement of the domestic electricity generation infrastructure, China is now able 
to maintain a slight surplus of electricity supply, while shortages only happened in extremely 

hot weather in some regional systems. Moreover, as China established and has been 
continuously improving its “West to East” electricity transmission network, it has been able to 
achieve an overall geographical balance of electricity supply between the high-demand 

eastern and resource-rich western part of the country.  

However, several problems have emerged as China’s power industry develops. First, the low-

flexibility generation capacity cannot balance the intermittency of wind and solar generation 
which have been developing vary fast, leading to large energy shortages in the northern and 
western regions. Second, the rapid development of hydropower generation capacity, when 

coupled with the stagnant demand growth in regions where hydropower is a dominant source 
of electricity, has resulted in serious electricity oversupply.  

Moreover, as electricity prices have long been set by the government, they fail to reflect 
changing market conditions and guide market operations. Consequently, institutional, 
infrastructure, and market reforms are necessary for the further, sustainable development of 

China’s electricity industry.  

Supply and Demand 

China’s total electricity production has been increasing steadily within the past 10 years. In 
2016, China produced 6,143 TWh of electricity, 5.6 percent higher than in 2015.164 Fossil fuel 
is the dominating power for electricity generation, contributing to 72.2 percent of the national 

total. Meanwhile, however, China’s electricity generation from alternative energy resources 
has been increasing significantly. Hydro, wind, and nuclear accounted for 19.4 percent, 3.9 
percent, and 3.5 percent of the national total power generation respectively. 165 Particularly, 

nuclear and wind- led power generation increased by 24.4 percent and 30.1 percent 
respectively in 2016.166  

By the end of 2015, China's per-capita annual electricity consumption reached 4,142 kwh, 
slightly higher than the global average. Electricity contributed to 25.8 percent of the final 
energy consumption in 2015. The primary sector, secondary sector, tertiary sector, and 

households accounted for 1.9, 70.8, 13.5, and 13.8 percent respectively of China’s electricity 
consumption in 2016.167  

Regulatory and Legal Framework  

China has a relatively complete legal and regulatory framework for the electricity industry. A 
list of major laws and regulations (non-exhaustive) is provided in the table below:  
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Table 3.8 China’s Laws and Regulations of the Electricity Industry168 

Regulations Function 

Electric Power Law  Aims at ensuring the secured operation of the 
electricity industry and protecting the interests of 

stakeholders 

 Governs all kinds of electricity-related businesses 

and sets rules on the generation, transmission, and 
distribution of electricity 

 Grants prior approval for investment in the 

development of power resources and 
establishment of power-generating enterprises 

Regulation of Electric Power 

Supervision 
 

 Maintains the order of the electricity market and 

ensure the safe and stable operation of the power 
system 

 Protects the legitimate rights of power investors, 
operators, users, and public interests 

Regulations on Supply and 

Utilisation of Electricity  
 Protect the legitimate rights of power suppliers 

and users, and achieve safe and economical power 
supply and utilisation 

Regulations on Power Grid 

Dispatch Administration 
 Organize, direct, and coordinate the operation of 

the grid 

 Establish highly hierarchical structure of power 

grid dispatching  

Regulations on the Protection of 

Power Facilities 
 Protect power facilities such as power generation 

facilities, substation facilities, power grid, and 
other ancillary facilities. 

Measures on the Supervision and 

Management of Electric 

Production Safety 

 Manage and supervise power facilities operation, 

power projects construction, power engineering 
quality, power emergency response, and 
hydropower dam operation. 

There are several government bodies involved in electricity regulat ion. The Departments of 
Electricity, Nuclear Power and New Energies under the NEA are responsible for managing 

the electricity power industry, formulating development plans and policies, and ensuring the 
implementation of these policies.  

The regulatory bodies of China’s electricity industry are the Department of Power Safety 

Supervision and the Department of Electricity Market Supervision under the NEA. These 
departments are responsible for reviewing market structure operations, making electricity 

trading agreements, issuing and renewing business licenses, setting the codes of the electricity 
industry. 
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The price regulatory authority is the Price Department under the NDRC. It regulates the prices 
of electricity from grids, the prices of transmission and distribution, and sales prices. The 
Bureau of Economic Operations Adjustment of NDRC, together with two SOEs State Grid 

Corporation of China (SGCC) and China Southern Power Grid (CSPG), is in charge of power 
generation plans and quotas.  

The CEC is a semi-official organisation jointly managed by power enterprises (both state-
owned and private) and non-governmental institutions. The CEC bridges its members with 
government, and presents industrial concerns and suggestions to the regulators.  

Domestic and International Infrastructure  

China has made great progress in the development of the power- industry infrastructure, both 

domestically and internationally. Domestically, China’s total installed capacity reached 1,530 
GW by the end of 2015, with an average annual growth of 9.5 percent in the past 5 years. 
Within this, the country observed an increase of 320 GW in hydropower installed capacity, 

131 GW in wind power, 42 GW in solar power, and 990 GW in thermal power.169  

China has been enhancing its capacity of electricity transmission. The length of power 

transmission lines with a capacity of 220 kV and above totalled 609,000 km in 2015,  
36 percent higher than that in 2010.170 Additionally, to address the imbalances between the 
electricity generation between the eastern and western parts of the country, China has initiated 

the world’s unique long-distance, high-voltage, and high-capacity power transmission project 
- the “West to East” project. The scale of this project reached 140 GW in 2015,  

40 percent higher than that in 2010. These transmission lines have a capacity of 800 kV DC 
and 1000kV AC. China has the world-leading technology in this field. 

Electro-mobility and the related charging infrastructure are the emerging products in the 

power sector and will have great potential in China’s market. In 2016, the production of new 
energy vehicles in China has reached 517,000, accounting for 1.84 percent of the national 
automobile output, which is more than fifty times the production of new energy vehicles in 

2011. In the same year, the number of new public charging piles in China has been increased 
by 100,000, and the total number of public charging piles has reached more than 150,000 

units. China has become the fastest developing country for the charging infrastructure. 

The R&D of energy storage technologies has been closely followed by China and other 
countries in the world. It is of great significance for the further development of the renewable 

energy sector. In 2017, five departments of NDRC, and the NEA jointly issued the document 
of "Guidance for Promoting the Development of Energy Storage Technology and Industry", 

which points out that the development goals for the next decade will be achieved through the 
transition from the R&D demonstration to early commercialisation, and then to the scale-up 
of projects. 

Progress has also been made in international power-infrastructure interconnection with 
neighbouring countries. China has joined the Regional Power Trading and Coordinating 

Committee of the Greater Mekong Sub region with the aim of accelerating regional power 
interconnection and electricity market establishment. China and its SOEs have also been 
involved in the power grid operations in Portugal, Greece, and Brazil. 

                                                 
169

 Available at: http://www.ndrc.gov.cn/zcfb/zcfbghwb/201612/P020161222570036010274.pdf  
170

 ibid. 

http://en.ndrc.gov.cn/mfod/200812/t20081217_252120.html
http://www.ndrc.gov.cn/zcfb/zcfbghwb/201612/P020161222570036010274.pdf


C h i n a  I n v e s t m e n t  R e p o r t  2 0 1 7  

42  

Market Structure and Pricing 

China’s electricity market is dominated primarily by SOEs. The generation sector includes 
both SOEs and private generation enterprises, but the top 5 SOEs contribute to nearly half the 

national installed capacity. There is certain market competition in the electricity generation 
sector, as generation companies contest against each other for generation quotas, but the level 

of competition is relatively low.  

The transmission, distribution, and retail and wholesale  of electricity are not separated, 
and these processes are monopolized by 2 state-owned grid operators: the SGCC in the north 

and the CSPG in the south. Because of this monopoly situation, the price of electricity is 
criticized to be deviated from the market value, and state-owned power grid companies can 

make unreasonably large profits that add to the burden of power users.171 

The electricity prices in China are set every year by the NDRC and the local- level 
governments on a fixed CNY per kwh basis. 172 In practice, however, electricity prices have 

stagnated for years and failed to reflect the changing economic conditions, respond to the 
country’s development goals, or offer adequate incentives for electricity generators to operate 

efficiently. 173  Consequently, electricity market reform is needed so that price can reflect 
market value and send better signals for companies and investors.  

For the purpose of advancing the reform of transmission and distribution pricing mechanism, 

China issued the “The Pricing Methods of Transmission and Distribution Price for Provincial 
Power Grid” and “Measures on the Supervision and Management of Pricing Cost of Power 

Transmission and Distribution Systems”. These two regulations together build up the 
framework of the cost, supervision, and management rules for the power grid enterprises. At 
the same time, China is carrying out the study about the pricing mechanism focusing on cross-

region and cross-province transmission lines.  

Market Reform 

In 2015, the government released the document “Further Strengthening the Institutional 

Reform of the Electric Power Industry,” which aims at deregulating China’s electricity market 
and establishing fair and orderly market rules. The reform follows the principle of 

“Controlling the middle, opening at both ends.” “Controlling the middle” means that the 
government will only set limits on the transmission and distribution of electricity.  

“Opening at both ends,” on the other hand, means that China will loosen market restrictions 

on the generation, wholesale, and retail of electricity by letting the market play a more active 
role in determining prices. Generators will be able to decide prices either through agreements 

with large users or retailers, or through market competition. The government also intends to 
build up electricity trading institutions, which will allow power generation and consumption 
companies to trade directly and freely.  

As a result, the reform is expected to revise China’s long-standing model, which combines 
transmission, distribution, and sale in a single mechanism. It is also expected to end the 

practice of grid operators gaining profits from the difference between generation and retail 
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prices. The separated and deregulated electricity operation system will further facilitate the 
promotion of private investment in electricity distribution and retail businesses.174 

Security of Supply 

To China, the security of electricity supply is reflected in two aspects: adequacy and 
reliability. China’s concern about adequacy is low, as the country has entered a phase of 

power supply surplus. Nevertheless, China’s electricity industry faces structural and 
geographical imbalances. Eastern and southern parts of China, which are more economically 
developed and less resource rich, demand large-capacity and long-distance power electricity 

flows from the western and northern production bases. 

From the perspective of reliability, China intends to strengthen its power system, prevent 

power interruption, and enhance the capacity of emergency responses. A common suggestion 
is to build a synchronous and stronger national grid system. This approach would reduce the 
possibility of power interruption, but would at the same time increase the harmful effects if 

the cascading failures do happen.  

To address these issues, the government has been building cross-regional (North-South and 

West-East) HVDC transmission lines in China. These long distance and large capacity 
transmission lines are expected to help tackle the structural imbalances of electricity between 
the eastern and western areas.  

Renewable  Energy   

General Information 

In recent years, China’s renewable energy sector has been growing rapidly, making China the 
largest renewable energy consumer in the world. 175 In 2015, the commercial utilisation of 
renewable energy sources accounted for 12 percent of China’s total PEC.176 The country’s 

annual use of all forms of renewable energy reached 500 Mtce, with a growth rate of 12.4 
percent every year from 2011 to 2015.177 

The continuing updated technology has made the cost of renewable energy decrease 

progressively. This advancement, along with the government support, has not only resulted in 
an expansion of China’s renewable energy sector, but also made renewable energy a core 

element in facilitating energy transformation and addressing climate change.  

Supply and Demand 

Electricity is the main renewable energy utilisation form in China. In 2015, renewable power 

accounted for about 25 percent of the total electricity consumption, 4.2 percentage points 
higher than that in 2010. Within the renewable energies, non-water renewable power 

accounted for 20 percent of the total renewables consumption, comparing to 3.6 percent in 
2010.178  The national output of biogas reached 19 bcm in 2015, with an average annual 
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growth rate of 6.3 percent for the past five years. The total installed solar thermal panel 
reached 44,000 square meters, which increased at an average rate of 22 percent for the past 
five years.179 

In the near future, the demand for renewable power will certainly grow. Given the rapid 
improvement of the living standards in the rural area, the prospect of the biogas market is very 

promising. Bio- liquid fuel has already been used in the bio-based chemical industry, the 
success of which will further encourage the development of aviation fuel and bio-based 
chemical materials.180 

Regulatory and Legal Framework  

The governance of renewable energy in China is mainly undertaken by the Department of 

New and Renewable Energy under the NEA. It is responsible for the management of 
renewables, the formulation of development plans and policies, as well as the implementation 
of these policies.  

China enacted the “Renewable Energy Law” in 2005 181  to promote the exploitation of 
renewable energy. The law applies to wind energy, solar energy, water energy, biomass 

energy, geothermal energy, and ocean energy, while excluding straw or firewood directly 
burnt in low-efficiency stoves. Whether the law applies to hydropower is subject to the 
approval of the State Council.   

The law puts forward four categories of policy guidance for the development of renewable 
energy. First, a total volume targeting system of electricity generation is established to keep 

its development consistent to the power grid system. Second, the law sets up a compulsory 
grid-connecting system, which gives priority to renewable power generation. Third, a 
categorized pricing system is built to motivate renewable power development under different 

resource conditions. Fourth, a financial support system is created to improve the 
competitiveness of renewable energies compared with fossil fuels, which will be discussed in 
the following sub-section.  

Financial Programs 

To promote the development and utilisation of renewable energy, the MOF, the NDRC, and 

the NEA jointly established the Renewable Energy Development Fund in 2011. These 
authorities also co-issued the Interim Measures on Renewable Energy Development Funding 
Imposition and Management in January 2012 to guide the management of the Fund.182 

The Renewable Energy Development Fund consists of two parts: first, the Special Public 
Finance Fund is created to support scientific and technological research, pilot projects, and 

many other public welfare areas regarding renewable energy development. 183 The revenue 
will be used to subsidise renewable energy companies so as to make the renewable power’s 
price affordable to households. 
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Second, the Chinese government has been managing electricity pricing to finance renewable 
energy development. In 2013, the additional charge on using electricity was raised from 0.8 to 
1.5 cents CNY per kWh and in 2017 the charge was set at 1.9 cents CNY per kWh, except for 

households and agricultural production. 184  The money levied is then used to support 
renewable energy development. 

Market Structure (Hydro, Solar, Wind, Biomass)  

 Hydropower 

Central SOEs reserve the right to develop large-scale hydropower stations on the main rivers 

in China. Local SOEs and private companies build smaller hydropower stations along 
numerous tributaries in China. In some remote rural areas, small hydropower stat ions serve as 

the main power source for regional independent grids.  

In order to improve the efficiency and enhance the ecological protection of hydropower 
development, China is now implementing the policy of River Cascade Development. The 

policy rules that one river should be developed by one single investor, and this investor plans 
the cascade power stations from the upstream to the downstream of the river.  

 Wind and Solar Power 

Unlike the fossil fuel development led by SOEs, the market participants of wind and solar 

power are diverse. China has a sound industrial chain in the field of wind power and 
photovoltaic, because of the subsidiary policies provided by the government. In terms of 
equipment manufacturing capacity, 4 Chinese wind power equipment manufacturing 

enterprises are among the world’s top 10. Additionally, China produced 48 percent and 70 
percent of the global polysilicon and PV modules, respectively.185 

 Biomass 

The biomass sub-sector is relatively undeveloped comparing to other renewable energies. 

This is due to the fact that the peasants in China are more scattered and conduct small-scale 
production activities, which makes it difficult to collect agricultural and forestry biomass raw 
materials from farms. To promote the development of biomass, China has been trying to put 

forward a commercial biomass utilisation model of “nearby collection and nearby 
consumption.” According to this model, biomass generation sites will be built in biomass-

abundant areas to encourage local consumption. By connecting biomass production and 
consumption, the model is expected to address the difficulty of biomass collection and 
transportation.186 
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Energy Efficiency 

General Information 

China considers energy efficiency the country’s “first fuel” that brings short-term and long-

term benefits to the country’s economic and social development. Accordingly, China has been 
following since the early 1980s the principle of “giving consideration to conservation and 

development simultaneously, and placing top priority on conservation.”  

The most recent white paper titled “China Energy Policy” was issued in 2012, which targeted 
not only the optimisation of the industrial structure, but also the strengthening of energy 

conservation in industries, buildings, and transportation. As a result, China's energy intensity 
has declined continuously and significantly within the past 30 years. 

China is also active in energy efficiency-related international cooperation. As a founding 
member of International Partnership for Energy Efficiency Cooperation (IPEEC), China 
proposed to initiate IPEEC’s Top 10 Energy Efficiency Best Practices and Best Available 

Technologies Task Group in 2013. 187  In 2016, China hosted the G20 Energy Ministerial 
Meeting, and one of its most important outcomes is the G20 Energy Efficiency Leading 

Program (EELP). 188  The EELP expands the areas of voluntary international collaboration 
from 6 to 11.189  

Energy Intensity 

China’s energy intensity, calculated as the total energy consumption per GDP, has been 
continuously reducing due to the progress made in energy conservation, efficiency 

improvement, and economic structural adjustment. From 2000 to 2015, China’s energy 
intensity decreased from 1.47 tce to 0.62 tce per 10,000 CNY, as shown in Figure 4.1. The 
reduction in energy intensity signifies that China has improved its energy efficiency, and has 

managed to support economic and social development with less energy.  

Yet, China's energy-saving potential is huge. Although China has achieved remarkable results 
in energy intensity reduction, its energy consumption per unit of GDP is still high, about 16 

percent higher than the world average in 2014. 190 It is therefore essential for China to further 
save energy and improve energy efficiency. 

The 13th FYP aims at reducing the coal consumption rate and promoting energy conservation 
in key areas such as industry, transportation, trade circulation, and public infrastructure. 
Specifically, efforts will be made to enhance industrial regulation, entry administration, and 

energy conservation. Enterprises in power, petroleum and petrochemical, mining, or other 
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industries which fail to meet certain environmental standards, shall be advised to exit the 
market in an orderly manner.191 

Graph 3.1 Energy Intensity of China 

 
Source: NBS192 

Regulatory and Legal Framework  

The State Council set up the National Leading Group of Climate Change, Energy 

Conservation and Emission Reduction to coordinate development of economy, society, 
environment, and resource. The NDRC is responsible for the work of this Group. Under the 
NDRC, it is the Department of Resource Conservation and Environmental Protection tha t is in 

charge of organizing the formulation and implementation of plans, policies, and measures 
concerning the conservation, the comprehensive utilisation of energy and resources, and the 

development of a circular economy.  

The NEA is also responsible for energy conservation, but unlike the NDRC, it focuses on 
energy production, processing, conversion, and transportation. The NDRC pays more 

attention to the improvement of energy efficiency under the entire national economy system. 
The SASAC is responsible for strengthening the supervision and assessment of energy-saving 

and emission reduction targets of SOEs.  

In terms of legislations, China enacted the Energy Conservation Law in 1997 (EC Law),193 
with a vision to promote energy conservation, enhance energy e fficiency, protect the 

environment, and promote comprehensive, coordinated, and sustainable development. The EC 
Law established the basic national policy status of energy conservation in China, and set up 

specific requirements to energy saving measures. According to the EC Law, the Chinese 
government conducts energy efficiency assessment on fixed asset investment projects. Those 
projects, which do not meet the mandatory energy efficiency standards, are not implemented.  
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Financing Energy Efficiency Programs 

Central and local governments have introduced a series of fiscal, tax, and price policies to 
support energy conservation. The central government allocates special funds to support key 

projects, capacity building, as well as the advocacy of energy conservat ion and emission 
reduction.  

Furthermore, by introducing a differential price and punitive tariff policy, the central 
government encourages enterprises to take energy conservation measures and rewards 
enterprises or regions that better achieve the targets in energy-saving and emission reduction.  

Regarding public procurement, governments are required to choose energy-efficient products. 
To support this policy, the taxation authority has set up different tax incentive catalogues, so 

that enterprises will enjoy reductions in income tax, value-added tax, and tariff for producing 
or purchasing products that fall into the energy-efficient categories. 

Climate  Change  and Environment 

General Information 

China is the largest source of CO2 emissions in the world and it is one of the countries most 

impacted by climate change. Since the 1990s, China has experienced an average annual 
economic loss of over 2,000 billion CNY and more than 2,000 deaths due to extreme weather 
disasters.194 China's total GHG emissions in 2012 (excluding land use change and forestry) 

was 11.896 billion tons of carbon dioxide equivalent, of which, 9.337 billion tons of carbon 
dioxide equivalent of GHGs came from energy activities.195  

Consequently, China considers it crucial to respond, mitigate, and adapt to climate change. In 
recent years, China has confirmed its constructive role in the international community in 
addressing climate change. China signed the United Nations Framework Co nvention on 

Climate Change (UNFCCC) on 11 June 1992, and was one of the first countries to ratify this 
treaty before it entered into force on 21 March 1994. China is also a member of the 
Intergovernmental Panel on Climate Change (IPCC), and many Chinese sc ientists have 

contributed to the climate change assessment works. 

As the first developing country to have promised to put a cap on CO2 emissions, China 

contributed to the successful outcome of COP21 in Paris in 2015 and ratified the Paris 
Agreement in September 2016. As already mentioned, the strategic document “Energy Supply 
and Consumption Revolution Strategy (2016-2030)” issued by the NDRC and the NEA also 

sets goals to combat climate change and implement China’s pledges to the Paris 
Agreement.196 

According to the Strategy, by 2030, the consumption of non-fossil energy and natural gas will 
account for 20 percent and 15 percent of the total PEC, respectively. Meanwhile, the usage of 
carbon-intensive fossil energy will be largely reduced, whereas the proportion of ultra- low-

pollution coal- fired power plants will be increased to more than 80 percent of the total 
national power plants. Finally, a commercialized energy service system is expected to be built 
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in rural China. Looking even further, China envisions the establishment of a modern energy 
system by 2050, where the consumption of non-fossil energy will exceed 50 percent of the 
total PEC. China’s energy efficiency and energy technology will reach the world advanced 

level, with the country becoming an important participant in global energy governance. 

Meanwhile, as a developing country, China underlines that the Principle of Common but 

Differentiated Responsibility and the Principle of Respective Capability should be applied 
when the international community deals with climate change issues. China believes that 
historically, developed countries have contributed more to climate change, so they should take 

more responsibilities in emission reduction and meanwhile provide developing countries with 
financial and technological support. Developing countries, on the other hand, should 

implement concrete policies to maintain the balance between economic development and 
environmental protection.  

Regulatory and Legal Framework 

The NDRC is the leading ministry regarding climate change issues, and undertakes concrete 
work assigned by the National Leading Group of Climate Change, Energy Conservation, and 

Emission Reduction. The Department of Climate Change under the NDRC is respons ible for 
comprehensively analysing the impact of climate change on social-economic development 
and formulating key strategies, plans and policies that deal with climate change. This 

department ensures and promotes China’s participation in the UNFCCC and international 
climate change negotiations.197 

In 2013, the NDRC, together with many other ministries, formulated China’s National 
Strategy for Climate Change Adaptation. 198  The strategy clarified the guidelines and 
principles for climate change adaptation and set specific goals to be achieved by 2020. It 

highlighted a wide range of measures regarding protecting water and soil resources, reducing 
climate change impacts on agriculture, and strengthening disaster prevention. It emphasized 
the need for disaster early-warning detection and information-sharing mechanisms at the 

national and local levels. Moreover, in 2014, the NDRC issued the National Climate Change 
Plan (2014-2020) putting forward China’s main objectives and key tasks to address climate 

change.199  

Sustainable Development Programs and Financing 

Financing is essential in addressing climate and other environmental challenges. From the 

international respective, China benefits significantly from the Clean Development Mechanism 
(CDM) as a signatory of the Kyoto Protocol. Over 1,543 projects had been issued to achieve 

Certified Emission Reduction (CER) under the China Clean Development Mechanism Fund 
(CCDMF) by the end of February 2017.200 As a founding member of Global Environment 
Facility (GEF), China got 1.14 billion USD worth of grants for 148 projects in the past 25 

years, covering areas like climate change, biodiversity, persistent organic pollutants, waters, 
and land degradation.201 
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Meanwhile, China offers climate-related assistance to developing countries as well, especially 
through the establishment of the South-South Cooperation Funds. From 2011, the Chinese 
government has granted a total of 580 million CNY to provide physical and equipment 

assistance to small island countries, least developed countries, African countries, and other 
developing countries. China supports their participation in international negotiations, launches 

10 low-carbon demonstration zones and 100 Mitigation and Adaptation Climate Change 
projects in these countries, and trains 1,000 experts and officials.202 

From the domestic perspective, financing climate change lies under the framework of 

sustainable development and interacts closely with energy conservation and emissions 
reduction. In addition, China vigorously promotes the trade of Carbon Emissions Right. As of 

September 2016, the cumulative trading volume of China’s seven pilot markets reached 120 
million tons of carbon dioxide, with the transaction amount exceeding 3.2 billion CNY. In 
2017, the pilot markets will be extended to the whole country.203 
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4. INVESTMENT POLICY AND FLOWS  

Institutional Arrangements  and Governance    

Government Authorities 

There are two main ministries under the State Council that are involved in investment 
governance: the NDRC and the MOFCOM.  

 NDRC 

The NDRC is the leading ministry in overall investment issues: it formulates regulatory 

targets, policies, and measures concerning fixed asset investment. It also arranges government 
investment, guides non-governmental investment, and sets strategies for foreign capital 
utilisation and overseas investment.  

Specifically, the NDRC is in charge of formulating and updating the “Catalogue of 
Investment Projects Subject to the Approval of the Government,” a list of investment project 

types which require permission from the government. The NDRC is also responsible for 
reviewing and approving the investments under this list, including those made by both SOEs 
and domestic and foreign private entities. 

Under the NDRC, there are two departments specifically engaged in investment mana gement: 
the Department of Fixed Asset Investment and the Department of Foreign Capital and 

Overseas Investment. The former focuses on domestic investment facilitation and supervision, 
and leads the investment liberalisation reform.  

The latter focuses on the management of FDI and overseas investment, in collaboration with 

the MOFCOM.204  The NEA, a subordinate agency of the NDRC, is responsible for the 
management of energy-related investment projects and the coordination with both the 

Department of Fixed Asset Investment and the Department of Foreign Capital and Overseas 
Investment.205 

 MOFCOM 

The MOFCOM cooperates with the NDRC (the subordinate Department of Foreign Capital 
and Overseas Investment) on the management of FDI and overseas investment. For instance, 

the NDRC and the MOFCOM co-released the “Catalogue of Guiding Foreign Investment in 
Industry” and the “Catalogue of Priority Industries for Foreign Investment in Central and 
Western China” to govern and facilitate FDI in China.  

Meanwhile, the MOFCOM and the NDRC take the lead in different sub-issues of investment: 
the NDRC guides the MOFCOM in developing the “Going Global Strategy” and managing 

the utilisation foreign investment. The MOFCOM, on the other hand, leads the NDRC in the 
negotiation of international investment treaties and the promotion of global economic 
cooperation. The MOFCOM also guides the development of the areas in which foreign 
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investment is concentrated, such as state- level economic and technological development 
zones and border economic cooperation zones.206 

Semi-official Bodies 

The China Investment Promotion Agency (CIPA), which performs its duties under the 
leadership of the MOFCOM, serves as the investment facilitation office of China. It is 

responsible for two-way investment promotion with regard to “Inviting in” (FDI in China) 
and “Going global” (outbound investment) in accordance with China’s economic strategies.207 

CIPA also cooperates with international economic organisations, foreign investment 

promotion agencies, and business associations on behalf of the MOFCOM.208  CIPA is in 
charge of organizing national investment promotion activities, including the China 

International Fair of Investment & Trade and the participation of Chinese investors at 
international exhibitions.  

The China Council for the Promotion of International Trade (CCPIT) is another national 

foreign trade and investment promotion agency. CCPIT represents domestic industries and 
commerce in the field of foreign trade, and formulates relevant policies, international 

commercial rules, and foreign trade negotiations.  CCPIT is in charge of issuing certificates of 
origin for export products, providing intellectual property services 209  and legal consulting 
serviced, and carrying out trade and maritime arbitration.  

FDI Inflow in China 

Investment Policy  

The State Council issued the “Circular Concerning Measures on Further Opening Up and 
Actively Utilizing Foreign Investment” in January 2017 to guide investment inflow. It aims at 
relaxing market access restrictions and providing a free and equal environment for foreign 

investment. The Circular consists of 20 policy measures and are divided into the following 
categories: 

First, China intends to reduce the restrictions on market access and increase its openness 

to investment. The Circular designated the NDRC and the MOFCOM to jointly revise the 
“Catalogue for the Guidance of Foreign Investment Industries.” 210  The revised Catalogue 

classifies industries into two main headings: 1) the Encouraged List and 2) the Negative List 
for Foreign Investment.  

The Negative List identifies all the foreign investment projects that are subject to government 

restrictions or prohibitions. The investment proposals that are not on the list are granted free 
access to the market. A highlight of the revised Catalogue is that it loosens the restrictions on 

foreign investment particularly in the service, manufacturing, and mining sectors. 211  The 
introduction of such a negative list system sets up clear and transparent rules for foreign 
investment.  
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Second, the Chinese government seeks to create a level playing field for both domestic 

enterprises and FIEs. This aspect of the Circular is guided by the “Made in China 2025” 
initiative, started in 2015. 212  This initiative aims at comprehensively upgrading China’s 

industry and enhancing the quality and efficiency of manufacturing. Under this initiative, both 
the domestic enterprises and the FIEs in China will receive promotional measures on high-end 

manufacturing, intelligence manufacturing, green manufacturing etc. The government will 
also support FIEs to participate in China’s energy, transportation, water conservation, and 
environmental protection infrastructure projects.  

Third, China is taking active measures to further attract FDI inflows . The Circular 
designates the NDRC and the MOFCOM to revise the “Catalogue of Priority Industries for 

Foreign Investment in Central and Western China” in 2017. 213 The revised Catalogue aims 
particularly at boosting investment in the less developed areas of central and western China 
by providing preferential treatments to foreign investors in these areas. The main changes 

include promoting new, clean, and high technology sub-sectors, such as green food 
processing, integrated circuits, etc.214 

In addition to the Circular, the Chinese government has also made efforts to increase the ease 

of doing business and the transparency of the investment framework in China. To promote 
the ease of doing business, the government revised the “Catalogue of Investment Projects 

Subject to Governmental Approval,” which large ly reduced the number of foreign investment 
projects needing approval.  

Now, only restricted investment projects with a total investment of $300 million or more are 
obliged to acquire permission from the NDRC, while those below $300 million are reviewed 
by local governments (this threshold was $100 million in 2014). This measure also enhances 

the transparency of China’s investment framework, as the Catalogue provides investors with 
clear rules on the required procedure and documents for investing in China.  

FDI Inflows in the Energy Sector 

FDI is more restricted in the production and management of traditional fossil fuels. In China, 
almost no FIEs are engaged in coal mining; oil and gas extraction is only available in the form 

of cooperation with state oil companies. The low level of FDI inflows in energy reflects 
China’s intention to limit FDI in this nationally strategic sector. 

Nonetheless, the energy sector has been gradually opening up to foreign investment, 

especially in the field of electricity generation. Along with decentralisation and economic 
growth, recent FDI enters larger coal- fired plants in China’s coal-rich regions. These foreign-

funded power plants provide considerable help to efficiency improvement and technological 
innovation in the Chinese power industry. 

Moreover, policies have been made to enhance the inter-connectivity between China and the 

global energy market. The “Circular On Several Measures Concerning the Expansion of 
Opening-Up and Active Use of Foreign Capital” issued in January 2017 proposes to e liminate 

the FDI restrictions for fuel ethanol production in the manufacturing industry, and loosen the 
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restrictions on oil shale, oil sands, shale gas, and other unconventional resources in the mining 
industry.215  

In the future, China will guide more FDI to an identified set of Strategic and Newly Emerging 

Industries (SEIs) related to renewable energy, environmental technologies, and advanced 
equipment manufacturing. With the advancement of market decentralisation and deregulation, 

China is attracting more foreign enterprises to invest in the country’s energy sector. 

Outward FDI 

Investment Policy 

China’s outward FDI has been guided by the “Go Global Strategy” announced in 2000 during 
the country’s 10th FYP. The Strategy aims at relaxing outward capital flow controls, and 

encouraging Chinese enterprises to invest in the global market. The current guiding principle 
of the Strategy encourages both Chinese SOEs and private enterprises to invest abroad, 
upgrade their position within global value chains, and contribute to China’s overseas 

investment diversity.216  

Two further practices under the Go Global Strategy are the Belt and Road Initiative launched 

in 2013 and the “Plan of Global Cooperation on Production Capacity” carried out in 2015. 217 
The Belt and Road Initiative plays an essential role in guiding future Chinese OFDI through 
building and upgrading not only overland and maritime transport, but also energy and 

communications infrastructure along the Eurasia continent. The Belt and Road Initiative is 
driven by a strategic ambition to play an important role in international energy investment and 

improve the connectivity with neighbouring countries and remote production centres.  

The “Plan of Global Cooperation on Production Capacity” encourages Chinese enterprises to 
increase output manufacturing capacity and facilitate domestic industrial upgrading. In 

addition, Chinese investors are encouraged to develop overseas processing and trade so as to 
promote Chinese products, services, and technologies, and to set up overseas R&D centres to 
support China’s technological innovation and industrial restructuring. 

Recent OFDI Trends 

China’s OFDI has been increasing significantly since the official announcement of the Go 

Global Strategy. By 2016, China’s net OFDI reached 170 billion USD, 218  making it the 
second largest investor in the world after the US. 219 Below is a figure showing China’s ODFI 
trends since 2007: 

                                                 
215

 Available at: http://www.gov.cn/zhengce/content/2017-01/17/content_5160624.htm  
216

 Available at: http://english.gov.cn/news/top_news/2016/04/11/content_281475325205328.htm  
217

 Available at: http://www.gov.cn/zhengce/content/2015-05/16/content_9771.htm  
218

 Available at: http://www.stats.gov.cn/tjsj/zxfb/201702/t20170228_1467424.html  
219

 Available at: http://unctad.org/en/PublicationsLibrary/wir2017_en.pdf  

http://www.gov.cn/zhengce/content/2017-01/17/content_5160624.htm
http://english.gov.cn/news/top_news/2016/04/11/content_281475325205328.htm
http://www.gov.cn/zhengce/content/2015-05/16/content_9771.htm
http://www.stats.gov.cn/tjsj/zxfb/201702/t20170228_1467424.html
http://unctad.org/en/PublicationsLibrary/wir2017_en.pdf


C h i n a  I n v e s t m e n t  R e p o r t  2 0 1 7  

55  

Graph 4.1 China’s Net OFDI (billion USD) 220 

 

In terms of sectors, China’s ODFI structure has been optimized, as real economy and the 

service industry receive more attention. The services sector had the largest share of China’s 
non-financial OFDI in 2015, accounting for about 25 percent of the total. Specifically, the 

share of China’s overseas investment in information transit, software, and information  
technology rose from 4.9 percent in 2015 to 12 percent in 2016. 221 China’s investment in 
manufacturing has also been growing, from 12.1 percent in 2015 to 18.3 percent of the 

country’s total OFDI in 2016.222 China’s ODFI in the primary sector, on the other hand, only 
accounted for 9 percent of the national total in 2016.223 

M&As have also been contributing to the structural adjustment and upgrading of China’s 
overseas investment. As shown by the MOFCOM, China’s total of 742 overseas M&A 
projects covered 18 industries in over 73 countries and regions, and hit a total actual 

transaction value of $107.2 billion in 2016.224  The manufacturing and information sectors 
stood out, taking up 26.6 percent and 14.7 percent of the national total respectively. 225 This 

increasing role of M&A in China’s OFDI improves the country’s position along the global 
value chain.  

In terms of OFDI destinations, China’s OFDI generally goes to developing countries more 

than to developed countries. An increasingly important destination of China’s overseas 
investment is Africa, as China’s FDI stock in this region increased almost threefold from 

2000 to 2015, from 13 to 35 billion dollars.  China sees Africa not only as an important origin 
of crucial natural resources, but also a rapidly expanding market for Chinese commodities. 
African countries, reciprocally, welcomes Chinese ODFI to create jobs, improve public 

infrastructure, boost international trade, and facilitate human development. 
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Yet, in recent years, investments and M&As targeting industrialized countries have been a 
leading pattern for Chinese investors’ overseas operations. Europe, in particular, becomes a 
favourable destination of China’s OFDI. In 2016, more than 35 billion euro worth of OFDI 

flew in to the EU, with an increase of 77 percent than that in 2015.226 In 2016, more than half 
of China’s OFDI went to countries such as Germany and the UK, which had allowed China to 

acquire advanced technology and infrastructure assets in these countries.227 

Outward FDI Trends in the Energy Sector 

China has been actively engaging in several infrastructure constructions across all energy 

sectors in Asia, Europe, Africa and Latin America. Along with the development of the Go 
Global Strategy and the “Belt and Road” Initiative, China’s OFDI in overseas energy 

exploitation and construction projects has been surging over the past decade. Oil SOEs were 
the first to invest abroad in order to acquire more oil and gas resources; such activities were 
observed in the Middle East, Africa, Central Asia, and Latin America, regardless of these 

regions’ levels of political stability.  

Nowadays, China has been increasingly investing in advanced energy technology and R&D 

projects around the world, in order to stimulate the country’s adaptation of new 
technologies.228 China’s share of investment in energy R&D in the world reached 20 percent 
in 2016, with an annual increase rate of 7 percent since 2012.229 

Based on China’s current energy situation and its future consumption expectations, the main 
focus of China’s future OFDI will be the international cooperation in oil and gas, which 

includes resource exploration and cross-border transit network construction. Specifically, the 
construction of cross-border electricity transition channels and the upgrading of power grids 
have been on the cooperation agenda between China and its neighbouring countries. Power 

generation enterprises are also encouraged to participate in generation and grid projects in 
other regions, according to local conditions such as investment, construction, and operation. 

In order to support SOEs in their quest for global presence in the international energy 

investments, the Chinese government has established the Silk Road Fund to provide necessary 
financing to the energy projects. Chinese investment banks have also been deeply engaged in 

financing some key projects and this trend will likely continue in the years to come.  

FDI Treatment and Protection 

FDI Treatment 

Initially, China granted National Treatment to foreign investments only in the post-
establishment phase. However, with the aim to integrate itself further into the world, China 

adopted in 2015 the management model of “Pre-establishment National Treatment (PENT) 
Plus a Negative List” for foreign investors in 4 pilot free-trade zones, namely Shanghai, 
Guangdong, Tianjin, and Fujian. 230  The core idea of the PENT is to provide national 

treatment for foreign capital during the entry stage, which means that China will provide 
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treatment for foreign investors that are no less favourable than that of domestic entities in the 
pre-establishment stage.231 To ensure a healthy and secured environment for investment, the 
Negative List identifies the exceptions to the PENT, where foreign capital is restricted from 

entering the Chinese market. All the investment fields that are not on the negative list are 
accessible to foreign capital, and apply to the treatment same as domestic investors.  

In August 2017, the State Council released the “Circular concerning Measures for Ensuring 
the Steady Growth of Foreign Investment”, 232  with the expectation to make its foreign 
investment environment “more law-based, internationalized and convenient. In this document, 

China claims to continue reducing market access restrictions for foreign capital, and roll out 
nationwide a negative list for foreign investment that has been tested in pilot free-trade zones 

as soon as possible. 

According to the “Decision of the Standing Committee of the National People's Congress on 
Amending Four Laws including the Law of the People's Republic of China on W holly 

Foreign-Owned Enterprises” validated on Oct. 1, 2016, China abolished the three-decade- long 
approval regime for the establishment of FIEs and adopted a much simplified record-filing 

system.  

Since then, the Chinese authorities, notably the Ministry o f Commerce, the National 
Development and Reform Commission and the State Administration of Industry and 

Commerce, have promulgated a number of rules and regulations to implement the new 
record-filing system. For example, in order to implement the 2016 NPC Decision, the 

MOFCOM promulgated the Provisional Measures for the Record-filing Administration on the 
Establishment and Alteration of Foreign Investment Enterprises (the “Provisional Measures”) 
on 8 October 2016, which went into effect on the same date. According to Art. 6 of the 

Provisional Measures, the following activities of an FIE shall fall under the legislation’s 
jurisdiction: 

 the establishment of the FIE; and 

 any subsequent changes of the FIE, including: 

o Change of the FIE's basic information, such as its name, registered address, term of 

operation, registered capital and total investment amount, legal representative, and 
ultimate controller of the FIE; 

o Change of the investor's basic information, such as its name, nationality, address, and 

source of capital; 
o Change of the FIE’s shareholding structure; 

o Merger, division or termination of the FIE; 
o Mortgage, pledge or assignment of the property rights of a wholly foreign-owned 

enterprise; 

o An accelerated recovery of investment by a foreign investor of a Sino-foreign 
cooperative joint venture; and 

o An appointment of a third party to manage and operate a Sino-foreign cooperative joint 
venture. 
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According to an interpretation released by the MOFCOM on the same date as the Provisional 
Measures (the “Interpretation”), the new record-filing system will not apply to the following 
types of foreign investment: 

 investment into a sector specifically reserved in the Negative List; 
 an acquisition of a PRC domestic enterprise by a foreign investor; and 

 strategic investment in a company listed in the PRC by a foreign investor. 

As such, these three types of investment are still subject to the MOFCOM approval-based 
administrative system. 

The newly amended “Catalogue for the Guidance of Foreign Investment Industries” published 
in June 2017 had already adopted the negative list of foreign investment access. Besides that, 

the foreign access restrictions in areas of service industry, manufacturing industry, and mining 
industry are relaxed.  

Compensation of Expropriation 

All kinds of property rights in China, whether they belong to the State or individuals, are 
protected under the country’s Constitution and the Property Law. 233 However, the law rules 

that for the preservation of public interest, the State may expropriate either domestic or 
foreign private property, but should make compensations under lawful procedures.234  

The Property Law and the Law on State Compensation 235  provide the compensation 

conditions and procedures in case of property rights being infringed by the State. The 
conditions include the illegal infliction of administrative sanctions (such as the imposition of 

fines and the revocation of licenses), the unlawful suspension of business activities, and the 
confiscation of properties. The government should also provide compensations if the 
properties are requisitioned to meet urgent needs, such as rescuing and providing disaster 

relief. 

Although China is undertaking more market oriented reforms, in terms of granting 
compensation for expropriation, it still follows a more traditional approach. Due to this, it 

does not follow the internationally recognized formulation of providing “prompt, adequate 
and effective” compensation based on the “market value” of the expropriated assets.236  

In fact, China’s standard of compensation varies from treaty to treaty. For instance, in its BIT 
with the UK, China adopted a more general formula of providing “reasonable compensation” 
which was the real value of the expropriated investment immediately following the 

expropriation became public knowledge.237  

However, in the China-Japan BIT, the compensation was set differently to reflect the 

restitutionary approach of compensation. Under this, the compensation payable was “such as 
to place the nationals and companies in the same financial position as that in which the 
nationals and companies would have been if its expropriation, nationalisation or any other 
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measures the effects of which would be similar to expropriation or nationalisation had not 
been taken.”238  

Dispute Resolution 

The Chinese Arbitration Law239 was enacted on 1 September 1995, which embraced many of 
the fundamental principles of the Model Law on International Commercial Arbitration issued 

by the United Nations Commission on International Trade Law. The China International 
Economic and Trade Arbitration Commission (CIETAC) established by the State Council and 
under the auspices of the CCPIT, is the arbitral body that parties rely on the most for foreign-

related disputes in China. There are also other arbitration commissions affiliated with local 
governments, for instance, the Beijing Arbitration Commission and the Shanghai Arbitration 

Commission.  

China is also a member of the International Centre for the Settlement of Investment Disputes 
(ICSID) and has ratified the United Nations Convention on the Recognition and Enforcement 

of Foreign Arbitral Awards. China has also signed 27 bilateral agreements on the recognition 
and enforcement of foreign court judgments. 240  Moreover, domestic legislation provides 

arrangements for the recognition and enforcement of foreign arbitral awards. In the case of 
foreign judgments, however, the Civil Procedure Law241 and the Arbitration Law242 state that 
Chinese courts will first review the foreign judgments, China’s treaty obligations, reciprocity 

principles, basic principles of Chinese laws, state sovereignty, security, and social public 
interests, and will then make a verdict on the recognition of foreign court judgments. 
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5. DOMESTIC INVESTMENT LEGISLATION  

Establishment of Investment  

Chinese-foreign equity joint ventures, Chinese-foreign contractual joint ventures, and wholly 

foreign-owned enterprises are the three main forms of entities through which foreign investors 
can establish investment in China. In addition, Chinese-foreign cooperative exploitation is a 

form of foreign investment specifically for the energy sector.  

Chinese-Foreign Equity Joint Ventures  

Chinese-Foreign Equity Joint Ventures are formed with joint capital from both Chinese and 

foreign investors. The two parties of an equity joint venture operate collaboratively, and share 
the profits and losses in proportion to their respective shares in the registered capital.  

According to the Chinese-Foreign Equity Joint Ventures Law, 243  capital from the foreign 
party shall not be less than 25 percent of the total, while there is no minimum investment 
requirement for the Chinese partner. Partners of equity joint ventures can make equity capital 

contributions either in currency or non-currency properties. The non-currency properties 
include not only physical properties (buildings, machinery, and materials), but also non-

physical properties (intellectual property rights, land occupancy right, but excluding labour).  

As a limited liability company, an equity joint venture holds the status of a Chinese lega l 
person and has the right to hire Chinese nationals, purchase land, and build its own buildings. 

Normally, the operation duration of an equity joint venture is between thirty and fifty years, 
depending on the specific contract. Unlimited operation duration may be approved in certain 

cases, especially those involving advanced technology transferring. Foreign investors can 
remit profits and other legitimate interests out of China or use them in reinvestment.  

Chinese-Foreign Contractual Joint Ventures 

Chinese-Foreign Contractual Joint Ventures are formed based on the conditions for 
cooperation between foreign and Chinese partners, in accordance with the Chinese-Foreign 

Contractual Joint Ventures Law.244 In contractual joint ventures, the foreign party generally 
provides all or most of the capital, technology, and key equipment, while the Chinese party 
provides land use rights, existing facilities, a certain amount of capital, and can obtain freely 

all the fixed assets of the joint venture upon the expiration of the contract.  

Unlike equity joint ventures, there is no minimum foreign investment requirement to establish 

a contractual joint venture, and the contribution of a foreign investor can be in various forms, 
including labour and services. It is possible for the foreign party to withdraw in whole or in 
part its registered capital from the contractual joint venture during the operation period. If the 

foreign party wants to end the contract earlier than the indicated expiration date, it can apply 
to recoup its capital outlay in advance by enlarging its proportion in the distribution of 

earnings, or by applying favourable income tax from the financial and tax authorities, based 
on the mutual agreement of the Chinese and the foreign party.245  
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Wholly Foreign-Owned Enterprises 

A wholly foreign-owned enterprise is comprised of one or more foreign investors and is 
subject to the Wholly Foreign-Owned Enterprises Law. 246  The most common types of 

business for wholly foreign-owned enterprises include consulting, service, trading, wholesale 
and retailing, high technology, food & beverage, and manufacturing.  

According to the Wholly Foreign-Owned Enterprises Law,247 business scope is one of the 
most important elements in wholly foreign-owned enterprise applications, as it needs to be 
defined upon the submission of an application, and the new enterprises can only conduct 

business within the approved/record-filing business scope stated on the business license. Any 
amendments to the business scope require further approval. 

A wholly foreign-owned enterprise possesses the status of a Chinese legal person, and is 
considered as a limited liability company. This means that the liability of the foreign investor 
is limited to the amount of investment subscribed and contributed. However, upon approval, 

an enterprise may also take any other liability forms, and the liability of the foreign investor 
shall be dealt with in accordance with the related laws and regulations.  

Chinese-Foreign Cooperative Exploitation 

In addition to the three types of entities mentioned above, Chinese-foreign cooperative 
exploitation is a widely-adopted form of investment that benefits the international cooperative 

exploitation of energy resources. In accordance with the “Regulations on the Exploitation of 
On-shore Petroleum Resources in Cooperation with Foreign Enterprises” 248  and the 

“Regulations on Exploitation of Offshore Petroleum Resources in Cooperation with Foreign 
Enterprises,”249 a Chinese company can sign a venture contract with a foreign company to 
conduct joint exploration of onshore and offshore petroleum resources.  

Franchise is granted to Chinese-foreign cooperative exploitations in petroleum resources. For 
onshore petroleum resources, the licensed Chinese companies are CNPC and Sinopec; for 
offshore petroleum resources, the CNOOC is the only licensed Chinese company; for CBM, 

the licensed companies are CNPC, Sinopec, CNOOC, and Henan Coalbed Methane 
Corporation.  

Unless otherwise prescribed by law or stipulated in the joint exploration contract, the foreign 
contractor shall provide capital for the exploration and sha ll bear all the risks along this 
process. When a commercial oil (gas) field is discovered, both parties shall jointly provide 

capital, and the foreign contractor shall take charge of the exploitation and production 
operations until the conditions are mature enough for the Chinese contractor to take over. The 

foreign contractor generally recovers its investment costs and makes profit by selling the 
petroleum it exploits and/or purchases, and by remitting its profits and other forms of lawful 
income back to its domestic market.     
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Establishment of Legal Entitie s  

Basic Elements 

The Company Law of China250 regulates the establishment, activities, and dissolution of all 

forms of companies. According to the Company Law and related regulations, the following 
basic elements are required for establishing a legal entity:  

Name of the new company. Only Chinese names will be registered and considered as official. 
The local Administration of Industry and Commercial verifies whether the chosen name is 
available for registration.  

Business scope. The business scope of a company is a list of activities that are authorized by 
the government. It indicates the management requirements that a company has to follow. For 

example, the sub-catalogue of the “Catalogue for the Guidance of Foreign Investment 
Industries” (encouraged, restricted, or prohibited) 251  under which a company’s business 
activities fall determines the specific registration procedure of that company.  

Registered capital. Registered capital is the amount of capital contributions paid by FIE 
shareholders. In 2014, the government amended the Company Law of China, under which the 

previous “paid-up capital registration system” was replaced by a new “subscribed capital 
subscription system.” This change means that investors, whether domestic or foreign, no 
longer have to pay up the registered capital during the early stage of investment 

establishment. Instead, shareholders have the discretion to decide the payment schedule of 
capital contributions. In addition, the minimum registered capital requirements for 

establishing enterprises in China are eliminated, unless specifically listed in other laws.  

Articles of Association. The articles of association are the constitution of a company and the 
cornerstone of its operation. The articles of association are necessary not only for the initial 

registration, but also for affecting changes to the operation of the company, for instance, an 
increase of registered capital, a change of business scope or directors on the board, or the final 
liquidation. The content of the articles should at least cover the following elements: company 

name, registered address, scope of business, total amount of investment, form of the company, 
internal institutional arrangements, the legal representative responsible for acting on behalf of 

the company, principles and system of financial affairs, labour management, operating period, 
and procedures for amending the articles of association. 

Registration Procedure 

The current procedure of registering for legal entities includes having 1) a company name pre-
approved by the local Administration for Industry and Commerce, 2) the approval or filed 

record needed to establish the company, 3) a business license issued by the local 
Administration for Industry and Commerce, and 4) post-establishment registrations.  

Great progresses have been made recently in simplifying the business registration procedures 

in China. After a series of reforms between 2015 and 2016, China is now issuing “five- in-one 
business licenses,” which merge the previous industry and commercial administration license, 

the tax registration certificate, the organisation code certificate, the social security registration 
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certificate, and the statistics registration certificate. Domestic and foreign investors can apply 
for their “five- in-one business licenses” at the State Administration for Industry and 
Commerce (SAIC) section of any local administrative service centre in China.  

For the FIEs whose business activities are not listed on any of the negative lists, the 
registration procedure has been replaced by a simpler record-filling system, based on the 

“Interim Measures for the Record- filling Management on Establishment and Change of 
Foreign funded Enterprises”252 issued by the MOFCOM on 8 October, 2016. This record-
filling system has reduced more than 90 percent of the previously required paper materials, 

and the average processing time has been reduced to 3 working days.253 

Efforts to simplify the registration procedure of legal entities continue. The General Office of 

the State Council issued the “Instruction on Accelerating the Reform of Multi-Licenses 
Integration” in May 2017. 254  The reform aims at combining all the licenses for business 
registration to establish a new system of “all- in-one business license and unified code.” The 

State Council has also been working on information sharing, so that different departments will 
have access to all kinds of data, which further simplifies the business registration procedures.  

Land and Real Estate  

Right of Land Use 

Under the Chinese Constitution255 and the Land Administration Law256 of China, urban land 

is owned by the State, which has the right to exploitation and granting authorisation of the 
right of land use to an assignee. On the other hand, land in the rural and suburban areas is 

collectively owned by the individuals and the State. Individual farmers enjoy long-term lease 
rights of the land, but are not allowed to sell it. 

FIEs may acquire the right of land use for a certain period, according to the Land 

Administration Law and the “Interim Regulations Concerning the Assignment and Transfer of 
the Right to the Use of State-owned Land in Urban Areas.”257 There are two ways for foreign 
investors to acquire land-use rights in China.  

First, foreign investors can acquire land-use rights directly from the government by one of the 
three means: agreement with the government, bidding, or auction. When signing a contract 

with the government, the assignee will be granted land-use rights over a specified plot of 
state-owned land for a fixed period and a specific purpose. The rights can to be transferred, 
subleased, or pledged, as agreed in the contract. However, all the required registration 

processes, as well as any changes regarding the purpose, term, or development plan of the 
land, must be approved by the land authorities.  

Second, foreign investors can also purchase land-use rights from existing land users in the 
market, provided that these rights’ premium has been paid in full, that the certificate has been 
obtained, and that the land is used for a purpose agreed in the grant contract. 258 The Company 
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Law allows land-use rights to be transferred to build up joint ventures with foreign investors, 
and the previous land-use right holders will have shares in the ventures’ capital.  

Currently, the maximum legal length of land-use rights is 70 years for residential purposes, 50 

years for industry, education, technology, culture, hygiene, sports, comprehensive functions 
or other uses, and 40 years for commerce, tourism, and entertainment. These rules equally 

apply to all kinds of domestic and foreign investors. Assignees of land-use rights can apply 
for renewal when their land-use rights expire, unless the conditions for renewal are otherwise 
defined in the contract or is in conflict with city planning. 

Real Estate 

Unlike Chinese citizens and entities, foreign investors are prohibited from directly owning 

real estate for commercial use, as stated in the 2006 “Opinions on Regulating the Entry and 
Administration of Foreign Investment into the Real Estate Market.”259 Foreign individuals 
and entities are only allowed to purchase properties for self-use, such as establishing 

representative offices in China. Yet, all the real estate purchases with purposes other than self-
use must be made through a Chinese commercial entity or an FIE established in China.  

The rapid rise of real estate prices in China resulted in stricter limitations on the purchase of 
real estate by foreign investors. Starting 2010, an FIE could only buy one non-residential 
house for business use in the city where its office was located; overseas individuals could 

only purchase one house for self-use.260  

In 2015, because of a supply surplus in the Chinese real estate market, the government 

loosened the restrictions on real estate purchases by issuing the “Circular of Adjusting the 
Regulation on the Entry and Administration of Foreign Investment into the Real Estate 
Market.”261 According to the Circular, overseas individuals are no longer limited to buying 

only one house, although the purchase still has to be for self-use.262 For foreign real estate 
enterprises, particularly, the restrictions on the proportion of registered capital in the total 
amount of investment are abolished.  

Competition 

Anti-Monopoly 

China promulgated the Anti-Monopoly Law263 and the Law against Unfair Competition264 to 
safeguard fair and market competition, protect consumer and public interests, and improve 
overall economic efficiency.  
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According to the Anti-Monopoly Law, monopolistic conducts are divided into three types: 
First, the signing of monopolistic agreements among market players is prohibited. Second, all 
the behaviours of market dominance abuse are prohibited, such as 1) selling products at a 

price that is either much higher than the market price or below the cost of production; 2) 
selling products only to certain consumers or apply differential treatments without justifiable 

reasons. Third, any market concentration that has or is likely to have the effect of restricting 
competition must be notified to anti-monopoly authorities and will be subjected to anti-trust 
review. 

The Anti-Monopoly Law covers all types of market players. However, it allows exceptions 
for the SOEs that mainly operate in strategic industries concerning national security, major 

infrastructures, and important mineral resources. In such cases, the central government 
supervises and regulates these SOEs’ operations and controls the prices of the goods and 
services they supply. 

The State Council has set up an Anti-monopoly Committee to implement anti-monopoly rules 
and policies. There are three main organs under this Committee: the Anti-monopoly Bureau 

of the MOFCOM is in charge of conducting anti-trust reviews, examining the effect of 
suspicious operations on market competition, and approving or rejecting these operations 
based on the reviews. The Price Supervision and Anti-Monopoly Bureau of the NDRC deals 

with specific issues related to price violation. The Anti-Monopoly and Anti-Unfair 
Competition Enforcement Bureau of the SAIC deals with (1) the surveillance of monopoly 

agreements, (2) the abuse of market dominance, and (3) the abuse of administrative power.  

Taxation  

Major Taxes 

Various taxes apply to FIEs and foreign individuals in China. The applicable taxes include 
corporate income tax, individual income tax, value-added tax, consumption tax, stamp duty, 
deed tax, vehicle and vessel usage license plate tax, real estate tax, and tariff. 

Corporate Income Tax. The Corporate Income Tax Law 265  of China stipulates that both 
domestic enterprises and FIEs shall pay corporate income taxes at a rate of 25 percent. 

Overseas enterprises that engage in business operations in China shall also pay corporate 
income taxes, but at a rate of 20 percent.  

Individual income tax. In accordance with the Individual Income Tax Law of China, 266 an 

individual who has a domicile within the territory of China or who has no domicile but has 
stayed within the territory of China for more than one consecutive year shall pay individual 

income tax for the income obtained in and/or outside the territory of China. Those who do not 
meet any of these conditions but earn income in China shall pay individual income tax for the 
income obtained within the territory of China.   

Value-Added Tax. Starting 2016, all the entities and individuals engaged in selling or 
importing goods or providing services within the territory of China are taxpayers of value-

added taxes. For general taxpayers, the tax rate is 17 percent for tangible personal property, 
11 percent for the transportation, construction, real estate industries, and 6 percent for modern 
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service industries and other industries. For small taxpayers, the rate is 3 percent for most of 
the situations.267 

Consumption Tax. In accordance with the “Provisional Regulations on Consumption Tax of 

China”, 268  all the entities and individuals engaging in the production, processing, and 
importation of 14 types of goods within the territory of China should pay consumption tax. 

These 14 types include tobacco, alcohol, cosmetics, jewellery, fireworks, gasoline, diesel, tire, 
motor, and automobile, each of which is taxed at a specific rate that is either determined by 
quota or by price.  

Stamp Duty. In accordance with the “Provisional Regulations on Stamp Duty of China”,269 all 
the entities and individuals involved in purchase and sale, contracting, property leasing, goods 

transportation, loans, property insurance, and certification of authorisation shall pay stamp 
duty.270 The tax rate of stamp duty ranges from 0.03 percent to 1 percent, depending on the 
types of documents on which the stamp duty is levied.271  

Deed Tax. In accordance with the “Provisional Regulations on Deed Tax of China”,272 all the 
entities and individuals who are recipients of land or housing ownership transfer within the 

territory of China are subject to deed tax. The rate of deed tax ranges from 3 percent to 5 
percent. 

Vehicle and Vessel Tax. In accordance with the Vehicle and Vessel Tax Law of China, 273 the 

owners of vehicles and vessels shall pay vehicle and vessel tax. Specific tax standards can be 
found in the Schedule of Vehicle and Vessel Tax Items and Amounts.274 

Real Estate Tax. In accordance with the “Provisional Regulations on Real Estate Tax of 
China”, FIEs or foreigners who possess real estate properties within the territory of China 
shall pay real estate tax. For real estate purchases, the tax rate is 1.2 percent of the original 

value minus 10-30 percent of deduction. For real estate rentals, the tax rate is 12 percent of 
the rent. 275  

Import and Export Tariff. In accordance with the Regulations of the People's Republic of 

China on Import and Export Duties,276 all the goods are permitted to be imported into or 
exported out of China shall be subject to customs duties on imports or exports, unless 

otherwise illustrated by the State Council. The specific tariff items, tariff nomenclature, and 
tariff rates are specified in the “Customs Import and Export Tariffs of China277 and the Import 
Tariff Rates of China for Entry Articles”278 formulated by the State Council.   
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Tax Incentives 

FIEs refer to the enterprises where foreign investment contributes to more than 25 percent of 
the enterprises’ total amount of capital. Since 1 January 2008, the unified Enterprise Income 

Tax Law had been implemented and FIEs no longer enjoyed the more favourable tax 
treatment in general terms. Since 1 January 2007, the “Interim Regulations of the People's 

Republic of China on the Tax for Use of Land in Urban Areas” had provided clearly that it 
applied to FIEs. Since 1 December 2010, FIEs had not been exempted from urban 
maintenance and construction tax and educational surcharges. However, at the industrial and 

regional levels, under special conditions and circumstances prescribed in relevant statutory 
documents , FIEs enjoy different types of favourable tax treatments. 

The measures of corporate tax and value-added tax for FIEs are subject to two elements: 
industrial preference and regional preference. The industrial preferences of China’s taxation 
system are summarized in the table below:  

Table 5.1 Industrial Preferences of China’s Taxation System 

Category Measure 

High-technology enterprises  Enjoy a preferential value-added tax rate of 
15 percent 

Small and low-profit enterprises  Enjoy a preferential value-added tax rate of 

20 percent 

Enterprises whose revenue is generated 

from public infrastructure projects 

supported by the State 

Enjoy a two-year value-added tax exemption 
and a three-year tax reduction 

Enterprises engaging in agriculture, 

forestry, animal husbandry, and fishery 

industries 

Enjoy a reduction or exemption from 
corporate income tax 

Incomes from equipment procurement, 

investment in environmental protection, 

energy and water conservation and safe 

production, and expenditures for R&D 

Not considered the taxable income 

Incomes from technological transfer Exempted from or enjoying a 50-percent 
reduction from corporate income tax, 

depending on the amount of taxable income 

Imported equipment directly used for 

scientific research, experiments, and 

education 

Exempted from value-added tax 

Goods exported by the FIEs Enjoy a value-added tax exemption or refund 
management, unless otherwise indicated 
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Category Measure 

Self-use imported equipment for foreign 

invested projects involving technology 

transfer 

Exempted from tariffs and import value-
added tax (Except for those listed in the 
Catalogue of Import Commodities for 

Foreign Investment Projects with no Tax 
Exemption.279 

Source: summarized based on open resources. 

Geographically, China has established FTZs, Special Economic Zones, State-level New 
Areas, State- level Economic & Technological Development Zones, Border Economic 

Cooperation Zones, and High-Tech Industrial Development Zones, in which more favourable 
taxation measures are adopted to attract foreign investment. For instance, newly established 

high-technology enterprises in Shanghai Pudong New Area enjoy a two-year tax exemption 
and a three-year tax reduction. China also encourages foreign enterprises to invest in the 
central and western areas of the country. FIEs located in this region will enjoy a preferential 

tax rate of 15 percent, effective from 1 January 2011 to 31 December, 2020. 

Additionally, China has officially signed Double Taxation Avoidance Agreements (DTAAs) 

with 102 countries and regions, 98 of which have entered into force. China has also signed a 
taxation arrangement regarding Hong Kong SAR, Macao SAR, and Taiwan.280  

Transfer of Technology 

China encourages importing advanced technologies and exporting well-developed 
industrialized technologies. However, the State may restrict or prohibit the import or export of 

technologies for reasons listed in the Foreign Trade Law of China. 281 These reasons include 
the maintenance of state security and public interest, the protection of human health or the 
environment, the development of a particular domestic industry, the promotion of China’s 

international financial position, and the obedience of international treaties. Additionally, for 
technologies related to fission and fusion, the State may adopt necessary measures regarding 

import or export restriction.  

The MOFCOM and its local counterparts are the authorities on technology import and export. 
According to the Foreign Trade Law, the MOFCOM has the right to decide on the temporary 

restriction or prohibition of the import or export of specific technologies other than the ones 
listed in the catalogues (“Catalogue of Technology Restricted or Prohibited For Import”282 

and “Catalogue of Technology Restricted or Prohibited For Export”283). Enterprises that want 
to import or export any restricted technology must submit an application to the MOFCOM for 
review. If approved, the two parties will then sign a technology transfer contract and submit it 

to the MOFCOM. When the technology transfer is approved, the MOFCOM issues the 
technology import or export license.  
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Transfer of Payments  

Foreign Exchange Registration 

FIEs and other foreign-owned entities within the Chinese territory do not need pre-approval to 

open foreign exchange accounts, according to the “Circular on Further Simplifying and 
Improving the Management of Direct Investment Foreign Exchange”284 issued by the State 

Administration of Foreign Exchange (SAFE) in 2015. Instead, they are simply required  to 
register with qualified foreign exchange banks. These banks will then conduct foreign 
exchange account opening and payment transfers with their client after registration, in 

accordance with the “Operational Guidelines for Direct Investment Foreign Exchange.” FIEs 
must report their foreign exchange balance every year. 

The CNY is the only IMF reserve that is not fully convertible. To further strengthen Chinese 
CNY and facilitate international capital flows, China has adopted a policy of proactively and 
steadily pushing forward the CNY convertibility for capital account transactions. In 2016, 

SAFE issued the “Circular on Reforming and Regulating the Foreign Exchange Settlement 
Administration” to liberalise foreign debt and foreign exchange income settlement.285  

The foreign debt of enterprises, excluding financial institutions, can be settled based on 
business needs. The proportion of capital account foreign exchange income settlement based 
on willingness is tentatively set at 100 percent, and the SAFE may adjust the proportion 

according to the balance of payments in a timely manner. In terms of transferability, all the 
CNY that belongs to the FIEs, can be transferred abroad by purchasing foreign exchange from 

banks after liquidation and taxation.286 

Inte llectual Property Rights  

The evolvement of China’s intellectual property rights regime has been greatly influenced by 

international laws, treaties, and organisations. China’s accession to the World Intellectual 
Property Organisation (WIPO) in 1983 incentivized the country to establish the very first 
intellectual property laws. In addition, China complied with the minimum standards of the 

Agreement on Trade-Related Aspects of Intellectual Property Rights (TRIPs) in 2001 in order 
to acquire membership at the WTO, and has since then been making efforts to strengthen its 

legal system for intellectual property rights protection accordingly.  

National Intellectual Property Strategy 

In 2008, the State Council issued the “Outline of National Intellectual Property Strategy”, 

aiming at standardizing China’s intellectual property application process, improving the 
management system, and strengthening the protection of intellectual property rights. The main 

targeted areas were patents, trademarks, and copyrights. 
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According to the Outline, State Intellectual Property Office (SIPO) is responsible for 
examining foreign and domestic patent applications, as well as coordinating domestic and 
foreign issues involving copyrights, trademarks, and patents. 287  Foreigners who apply for 

intellectual property rights enjoy equal treatments as Chinese nationals, as long as China and 
these foreigners’ home countries are both signatories to international treaties on intellectual 

property rights protection.  

Intellectual property rights enforcement is carried out through administrative and judicial 
means simultaneously. Administrative actions are taken by the responsible governmental 

bodies such as the SIPO. Judicial actions are conducted by the Supreme People’s Court, 
Supreme People’s Procuratorate, and Ministry of Public Security, who work collaboratively 

to intervene in infringement and counterfeiting activities. Below is a table summarizing the 
administrative and judicial frameworks of intellectual property protection in China: 

Table 5.2 China’s Intellectual Legal System 

Type  of 

Intellectual 

Property 

Responsible 

Government 

Department 

Law 

Patents State Patent Office  Patent Law of the People's Republic of China 

(Promulgated in 1984 and most recently 
amended in 2008) 

 Guidance for Patent Examination (2010) 

 Implementing Rules of the Patent Law of the 

People's Republic of China (2010) 

Trademarks Trademark Office 
of the SAIC 

 Trademark Law of the People's Republic of 
China (Promulgated in 1982 and most recently 

amended in 2013) 

 Implementing Regulations of the Trademark 

Law of the People's Republic of China (Issued 
in 2002 and amended in 2014)  

Copyrights National Copyright 

Administration 
 Copyright Law of the People's Republic of 

China (Promulgated in 1990 and most recently 
amended in 2010) 

 Provisions on the Implementation of the 
International Copyright Treaty 

Patents 

The Patent Law of China288 ensures the protection of patent on inventions, utility models, and 
industrial design. The State Patent Office and its local counterparts are in charge of the 

nationwide patent administration, which includes processing patent applications and granting 
patents. The required documents and procedures for patent application are listed in the 
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Guidance for Patent Examination.289 Patents are granted for 20 years from the date of filing 
for inventions, and 10 years for utility models and industrial designs.  

The Patent Law is enforced by the Implementing Rules of the Patent Law. 290 If the substantial 

technology of a foreign invention or utility model is generated within the Chinese territory or 
is the result of major national R&D projects, then the patent application process for that 

foreign invention or utility model will be subject to a preliminary national- interest clearance 
and a confidentiality examination. The patents obtained from major national projects must 
first be non-exclusively licensed within the territory of mainland China, and their licensing 

and transferring to foreign parties are regulated by the Regulations on the Administration of 
Technology Import and Export.291  

Trademarks 

The Trademark Law of China292 and its implementing rules provide protection to trademark 
right holders. Trademarks are protected for ten years and are renewable for another ten years. 

Trademark registration under the Chinese authority is the prerequisite of such protection. In 
recent years, China’s judicial and administrative bodies have made great efforts to protect 

trademark exclusive rights within their respective authorities, and have settled a number of 
cases with positive influence both domestically and abroad. 

The State Trademark Office under the SAIC is in charge of trademark administration and 

registration applications. The Trademark Review and Adjudication Board, also under the 
SAIC, are responsible for settling trademark disputes and reviewing decisions made by the 

State Trademark Office.  

Applicants in China may submit their applications for trademark registration either 
themselves or through an agent designated by the SAIC, while foreign applicants who do not 

have residence or business permits in China must register their trademarks through an agent. 
Foreign applicants must file applications on the basis of reciprocity between their country of 
origin and China, which means that both countries should be parties of an international treaty 

or a bilateral agreement.  

Copyrights 

The Copyright Law of China 293  and the “Provisions on the Implementation of the 
International Copyright Treaty”294 (in compliance with the International Copyright Treaty) 
together establish the basic copyright protection system in China. The Law defines the term 

“work” as literature, art, natural sciences, social sciences, engineering, and technology in a 
variety of forms including written, oral, musical, photographic, designs, and computer 

software. Copyrights are defined as personal and property rights such as publication, 
authorship, integrity (the right to protect a work against distortion and mutilation), rental, 
exhibition, and communication through information networks.  
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According to the Copyright Law, Chinese citizens and legal entities enjoy automatic 
copyright protection on their works, whether published or not. Works that are first published 
within the Chinese territory by foreigners will also enjoy copyright protection. Other 

foreigners’ works published aboard will enjoy copyright protection if China has an agreement 
with the country of origin, or if both China and that country are members of an international 

treaty. The term of copyright protection for natural persons includes their lifetime plus 50 
years. The term of protection for the work of a legal entity is 50 years. The National 
Copyright Administration and its local counterparts are responsible for cop yright registration 

and enforcement. 

Employment of Key Personne l 

Work Permit System for Foreigners 

On 1 April, 2017, China introduced a unified work permit system for foreigners who intend to 
work in China. This system classifies foreign employees into three categories and applies 

differentiated screening measures accordingly.  

First, foreign scientists, international entrepreneurs, and technology pioneers with high-end 

skills (category A) enjoy preferential treatments when applying for work permits in China. 
Second, foreign professionals will be granted work permits if their skills are in special needs 
and/or can contribute to China’s economic development (category B). Third, the issuance of 

work permits to ordinary foreign employees with low-end skills (category C) will be strictly 
controlled.295 According to the “Management Rules of Foreign Employees in China,”296 there 

is no maximum percentage of foreign employees a company can hire, including employees at 
the senior management level.  

The State Administration of Foreign Experts Affairs (SAFEA) and its local counterparts are 

responsible for issuing work permits for foreigners coming to China. The document 
“Regulations on the Management of Employment of Foreigners in China”297 provides detailed 
procedures and requirements for foreigners and employers to apply for work permits, and the 

application shall be conducted online from the Service System for Foreigners Working in 
China operated by the SAFEA.298 
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Annex 1  Free Trade Agreements (FTAs) and China299 

No. Parties Status Date of 

signature 
Date of 

entry into 

force 

1 China-ASEAN FTA Signed and In Effect 1992-01-28 1993-01-01 

2 China-ASEAN FTA Upgrade Signed and In Effect 2004-11-29 2005-07-01 

3 China-Australia FTA Signed and In Effect 2015-06-17 2015-12-20 

4 China-Chile FTA Signed and In Effect 2005-11-18 2006-10-01 

5 China-Costa Rica FTA Signed and In Effect 2010-04-08 2011-08-01 

6 China-Georgia FTA Signed but not yet In 
Effect 

2017-05-13  

7 China-Iceland FTA Signed and In Effect 2013-04-15 2014-07-02 

8 China-New Zealand FTA Signed and In Effect 2008-04-07 2008-10-01 

9 China-Pakistan FTA Signed and In Effect 2006-11-24 2007-07-01 

10 China-Peru FTA Signed and In Effect 2009-04-28 2010-03-01 

11 China-Singapore FTA Signed and In Effect 2008-10-23 2009-01-01 

12 China-South Korea FTA Signed and In Effect 2015-06-01 2015-12-20 

13 China-Switzerland FTA Signed and In Effect 2014-04-29 2014-07-01 

14 China-Chile FTA Upgrade Negotiations launched   

15 China-GCC (Gulf 
Cooperation Council) FTA 

Negotiations launched   

16 China-Israel FTA Negotiations launched   

17 China-Japan-Korea FTA Negotiations launched   

18 China-Maldives FTA Negotiations launched   

19 China-New Zealand FTA 
Upgrade 

Negotiations launched   

20 China-Norway FTA Negotiations launched   

21 China-Pakistan FTA Phase 2 Negotiations launched   

22 China-Sri Lanka FTA Negotiations launched   
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No. Parties Status Date of 

signature 
Date of 

entry into 

force 

23 China-Singapore FTA 

Upgrade 

Negotiations launched   

24 Regional Comprehensive 
Economic 

Partnership (RCEP) 

Negotiations launched   

25 China - Bangladesh FTA Study launched   

26 China - Colombia FTA Study launched   

27 China - Canada FTA Study launched   

28 China - Fiji FTA Study launched   

29 China - Mauritius FTA  Study launched   

30 China - Mongolia FTA Study launched   

31 China - Moldova FTA Study launched   

32 China - Nepal FTA Study launched   

33 China - Papua New Guinea 

FTA 

Study launched   

34 China - Peru FTA Upgrade Study launched   

35 China - Swiss FTA Upgrade Study launched   
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Annex 2 Bilateral Investment Treaties (BITs) and China300 

No. Parties Status Date of 

signature 
Date of 

entry into 

force 

1 Albania In force 13/02/1993 01/09/1995 

2 Algeria In force 17/10/1996 28/01/2003 

3 Argentina In force 05/11/1992 01/08/1994 

4 Armenia In force 04/07/1992 18/03/1995 

5 Australia In force 11/07/1988 11/07/1988 

6 Austria In force 12/09/1985 11/10/1986 

7 Azerbaijan In force 08/03/1994 01/04/1995 

8 Bahamas Signed 04/09/2009   

9 Bahrain In force 17/06/1999 27/04/2000 

10 Bangladesh In force 12/09/1996 25/03/1997 

11 Barbados In force 20/07/1998 01/10/1999 

12 Belarus In force 11/01/1993 14/01/1995 

13 Benin Signed 18/02/2004   

14 BLEU (Belgium-Luxembourg 

Economic Union) 

Terminated; Replaced by 

new treaty 

04/06/1984 05/10/1986 

15 BLEU (Belgium-Luxembourg 
Economic Union) 

In force 06/06/2005 01/12/2009 

16 Bolivia, Plurinational State of In force 08/05/1992 01/09/1996 

17 Bosnia and Herzegovina In force 26/06/2002 01/01/2005 

18 Botswana Signed 12/06/2000   

19 Brunei Darussalam Signed 17/11/2000   

20 Bulgaria In force 27/06/1989 21/08/1994 

21 Cabo Verde In force 21/04/1998 01/01/2001 

22 Cambodia In force 19/07/1996 01/02/2000 

23 Cameroon In force 10/09/1997 24/07/2014 
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No. Parties Status Date of 

signature 
Date of 

entry into 

force 

24 Canada In force 09/09/2012 01/10/2014 

25 Chad Signed 26/04/2010   

26 Chile In force 23/03/1994 01/08/1995 

27  Colombia In force 22/11/2008 02/07/2013 

28 Congo, Democratic Republic 
of the 

Signed 18/12/1997   

29 Congo, Democratic Republic 

of the 

Signed 11/08/2011   

30 Congo In force 20/03/2000 01/07/2015 

31 Costa Rica Signed 24/10/2007   

32 Côte d'Ivoire Signed 30/09/2002   

33 Croatia In force 07/06/1993 01/07/1994 

34 Cuba In force 24/04/1995 01/08/1996 

35 Cyprus In force 15/01/2001 29/04/2002 

36 Czech Republic Terminated; Replaced by 
new treaty 

04/12/1991 01/12/1992 

37 Czech Republic In force 08/12/2005 01/09/2006 

38 Denmark In force 29/04/1985 29/04/1985 

39 Djibouti Signed 18/08/2003   

40 Ecuador In force 21/03/1994 01/07/1997 

41 Egypt In force 21/04/1994 01/04/1996 

42 Equatorial Guinea In force 20/10/2005 15/11/2006 

43 Estonia In force 02/09/1993 01/06/1994 

44 Ethiopia In force 11/05/1998 01/05/2000 

45 Finland In force 15/11/2004 15/11/2006 

46 Finland Terminated; Replaced by 
new treaty 

04/09/1984 26/01/1986 

47 France Terminated; Replaced by 

new treaty 

30/05/1984 19/03/1985 

48 France In force 26/11/2007 20/08/2010 
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No. Parties Status Date of 

signature 
Date of 

entry into 

force 

49 Gabon In force 09/05/1997 16/02/2009 

50 Georgia In force 03/06/1993 01/03/1995 

51 Germany In force 01/12/2003 11/11/2005 

52 Germany Terminated; Replaced by 
new treaty 

07/10/1983 18/03/1985 

53 Ghana In force 12/10/1989 22/11/1990 

54 Greece In force 25/06/1992 21/12/1993 

55 Guinea Signed 18/11/2005   

56 Guyana In force 27/03/2003 26/10/2004 

57 Hungary In force 29/05/1991 01/04/1993 

58 Iceland In force 31/03/1994 01/03/1997 

59 India In force 21/11/2006 01/08/2007 

60 Indonesia Terminated; Unilaterally 
denounced 

18/11/1994 01/04/1995 

61 Iran, Islamic Republic of In force 01/06/2000 01/07/2005 

62 Israel In force 10/04/1995 13/01/2009 

63 Italy In force 28/01/1985 28/08/1987 

64 Jamaica In force 26/10/1994 01/04/1996 

65 Japan In force 27/08/1988 14/05/1989 

66 Jordan Signed 15/11/2001   

67 Kazakhstan In force 10/08/1992 13/08/1994 

68 Kenya Signed 16/07/2001   

69 Korea, Dem. People's Rep. of In force 22/03/2005 01/10/2005 

70 Korea, Republic of Terminated; Replaced by 
new treaty 

30/09/1992 04/12/1992 

71 Korea, Republic of In force 07/09/2007 01/12/2007 

72 Kuwait In force 23/11/1985 24/12/1986 

73 Kyrgyzstan In force 14/05/1992 08/09/1995 

74 Lao People's Democratic 

Republic 

In force 31/01/1993 01/06/1993 
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No. Parties Status Date of 

signature 
Date of 

entry into 

force 

75 Latvia In force 15/04/2004 01/02/2006 

76 Lebanon In force 13/06/1996 10/07/1997 

77 Libya Signed 04/08/2010   

78 Lithuania In force 08/11/1993 01/06/1994 

79 Macedonia, The former 
Yugoslav Republic of 

In force 09/06/1997 01/11/1997 

80 Madagascar In force 21/11/2005 01/07/2007 

81 Malaysia In force 21/11/1988 31/03/1990 

82 Mali In force 12/02/2009 16/07/2009 

83 Malta In force 22/02/2009 01/04/2009 

84 Mauritius In force 04/05/1996 08/06/1997 

85 Mexico In force 11/07/2008 06/06/2009 

86 Moldova, Republic of In force 06/11/1992 01/03/1995 

87 Mongolia In force 25/08/1991 01/11/1993 

88 Morocco In force 27/03/1995 27/11/1999 

89 Mozambique In force 10/07/2001 26/02/2002 

90 Myanmar In force 12/12/2001 21/05/2002 

91 Namibia Signed 17/11/2005   

92 Netherlands In force 26/11/2001 01/08/2004 

93 Netherlands Terminated; Replaced by 
new treaty 

17/06/1985 01/02/1987 

94 New Zealand In force 22/11/1988 25/03/1989 

95 Nigeria Terminated; Replaced by 

new treaty 

12/05/1997   

96 Nigeria In force 27/08/2001 18/02/2010 

97 Norway In force 21/11/1984 10/07/1985 

98 Oman In force 18/03/1995 01/08/1995 

99 Pakistan In force 12/02/1989 30/09/1990 

100 Papua New Guinea In force 12/04/1991 12/02/1993 



C h i n a  I n v e s t m e n t  R e p o r t  2 0 1 7  

79  

No. Parties Status Date of 

signature 
Date of 

entry into 

force 

101 Peru In force 09/06/1994 01/02/1995 

102 Philippines In force 20/07/1992 08/09/1995 

103 Poland In force 07/06/1988 08/01/1989 

104 Portugal Terminated; Replaced by 
new treaty 

03/02/1992 01/12/1992 

105 Portugal In force 09/12/2005 26/07/2008 

106 Qatar In force 09/04/1999 01/04/2000 

107 Romania In force 12/07/1994 01/09/1995 

108 Russian Federation Terminated; Replaced by 

new treaty 

21/07/1990 26/07/1991 

109 Russian Federation In force 09/11/2006 01/05/2009 

110 Saudi Arabia In force 29/02/1996 01/05/1997 

111 Serbia In force 18/12/1995 13/09/1996 

112 Seychelles Signed 10/02/2007   

113 Sierra Leone Signed 16/05/2001   

114 Singapore In force 21/11/1985 07/02/1986 

115 Slovakia In force 04/12/1991 01/12/1992 

116 Slovenia In force 13/09/1993 01/01/1995 

117 South Africa In force 30/12/1997 01/04/1998 

118 Spain Terminated; Replaced by 

new treaty 

06/02/1992 01/05/1993 

119 Spain In force 14/11/2005 01/07/2008 

120 Sri Lanka In force 13/03/1986 25/03/1987 

121 Sudan In force 30/05/1997 01/07/1998 

122 Sweden In force 29/03/1982 29/03/1982 

123 Switzerland Terminated; Replaced by 
new treaty 

12/11/1986 18/03/1987 

124 Switzerland In force 27/01/2009 13/04/2010 

125 Syrian Arab Republic In force 09/12/1996 01/11/2001 

126 Tajikistan In force 09/03/1993 20/01/1994 
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No. Parties Status Date of 

signature 
Date of 

entry into 

force 

127 Tanzania, United Republic of In force 24/03/2013 17/04/2014 

128 Thailand In force 12/03/1985 13/12/1985 

129 Trinidad and Tobago In force 22/07/2002 07/12/2004 

130 Tunisia In force 21/06/2004 01/07/2006 

131 Turkey In force 13/11/1990 20/08/1994 

132 Turkey Signed 29/07/2015   

133 Turkmenistan In force 21/11/1992 04/06/1994 

134 Uganda Signed 27/05/2004   

135 Ukraine In force 31/10/1992 29/05/1993 

136 United Arab Emirates In force 01/07/1993 28/09/1994 

137 United Kingdom In force 15/05/1986 15/05/1986 

138 Uruguay In force 02/12/1993 01/12/1997 

139 Uzbekistan Terminated; Replaced by 

new treaty 

13/03/1992 12/04/1994 

140 Uzbekistan In force 19/04/2011 01/09/2011 

141 Vanuatu Signed 07/04/2006   

142 Viet Nam In force 02/12/1992 01/09/1993 

143 Yemen In force 16/02/1998 10/04/2002 

144 Zambia Signed 21/06/1996   

145 Zimbabwe In force 21/05/1996 01/03/1998 
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Annex 3 Cooperation between China and international energy organisations 

Entities Remark 

World Energy Council (WEC)  Membership started from 1983 

International Atomic Energy Agency 

(IAEA) 
 Membership started from 1984 

 China sent a permanent delegation 

Joint Organisation Data Initiative 
(JODI) 

 China is a founding member 

International Energy Forum (IEF)  China is a founding member and permanent IEF 

executive member  

 The current Secretary-General of IEF is a 

Chinese citizen 

International Frameworks of Nuclear 
Energy Cooperation (IFNEC) 

 China is a founding member 

 China posts a Vice Chair in the Steering Group 

International Energy Agency (IEA)  Cooperation relationship started from 1996, and 

China became an Association country in 2015 

 NEA and other Chinese stakeholders send 

seconded experts to IEA consecutively 

Energy Charter (EC)  Invited Observership started from 2001 

 China signed the International Energy Charter 

and became an observer in 2015  

 The NEA and other Chinese stakeholders send 

seconded experts to Energy Charter Secretariat 

consecutively 

International Renewable Energy 
Agency (IRENA) 

 Membership started from 2013 

 China and IRENA Jointly organized two 

International Forum on Energy Transition in 

Suzhou, China,  in 2015 and 2016 

Organisation of the Petroleum 
Exporting Countries (OPEC) 

 China is a dialogue partner 

International Partnership for Energy 
Efficiency Cooperation (IPEEC) 

 China is a member 

 China serves as vice chair of both IPEEC Policy 

Committee and Executive Committee 

Source: Energy Charter Secretariat, based on public sources 
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Annex 4  Energy Cooperation under comprehensive multilateral frameworks 

Entities Remark 

APEC  China joined the APEC energy working group 
(EWG) in 1991 

 Chinese Taipei and Hong Kong are also member 
economies of APEC EWG 

 The NEA and other Chinese stakeholders send 
seconded experts to Asia Pacific Energy 

Research Centre (APERC) consecutively 

 China hosted the APEC Energy Ministerial 

Meeting in Beijing in September, 2014, and at 
the same time, the APEC Sustainable Energy 
Centre (APSEC) was established in Tianjin 

UNFCCC  China signed the Convention in 1992 

 China participates in all the conferences, and has 
played an active and constructive role in the 

international addressing climate change 
negotiation 

 As the first developing country promising to put 
a cap on CO2 emissions, China has made key 

contributions to the successful outcome at 
COP21 held in Paris in 2015, and has ratified the 
Paris Agreement in 2016 

G20  Chinese President Xi Jinping proposed that the 

G20 should build a partnership in energy co-
operation on a strategic height of improving 

global economic governance, to nurture a free 
and open global energy market, and to jointly 

maintain stability of the energy market during the 
G20 summit in 2014 

 China has actively participated in G20 

sustainability energy work group meetings 

 China successfully hosted the G20 energy 

ministerial meeting in 2016 

BRICS  China hosted the 2nd BRICS energy ministerial 

meeting in 2017 

ASEAN+3  China has actively participated in the annul 

ASEAN+3 energy ministerial meetings 

SCO  Chinese President Xi Jinping proposed to 

establish the SCO Energy Club during the SCO 

summit in 2013 

China-Arab States Cooperation 
Forum 

 China hosted the 5th Sino-Arab Energy 

Cooperation Conference in 2016 
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Entities Remark 

China-EU summit   The EU-China Energy Roadmap was introduced 
in 2016 

 A implementation plan for 2017-2018 of the 
Roadmap was carried out in the 7th  EU-China 
Energy dialogue in 2017 

Source: Energy Charter Secretariat, based on open sources 
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