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In Crackdown on Energy Use, China to Shut 2,000 Factories
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HONG KONG — Earlier this summer, Prime Minister Wen Jiabao of China promised to use an “iron hand” to improve his country’s energy efficiency, and a growing number of businesses are now discovering that it feels like a fist. 



A miner unloads coal from a train in Hefei, in China’s Anhui Province last week. China, which relies heavily on coal for it’s energy needs, has announced the closing of 2,087 energy-intensive factories. 

The Ministry of Industry and Information Technology quietly published a list late Sunday of 2,087 steel mills, cement works and other energy-intensive factories required to close by Sept. 30. 

Energy analysts described it as significant step toward the country’s energy efficiency goals, but not enough by itself to achieve them. 

Over the years, provincial and municipal officials have sometimes tried to block Beijing’s attempts to close aging factories in their jurisdictions. These officials have particularly sought to protect older steel mills and other heavy industrial operations that frequently have thousands of employees and have sometimes provided workers with housing, athletic facilities and other benefits since the 1950s or 1960s. 

To prevent such local obstruction this time, the ministry said in a statement on its Web site that the factories on its list would be barred from obtaining bank loans, export credits, business licenses and land. The ministry even warned that their electricity would be shut off, if necessary. 

The goal of the factory closings is “to enhance the structure of production, heighten the standard of technical capability and international competitiveness and realize a transformation of industry from being big to being strong,” the ministry said. 

The announcement was the latest in a series of Chinese moves to increase energy efficiency. The National Development and Reform Commission, which is the government’s most powerful economic planning agency, announced last Friday that it had forced 22 provinces to halt their practice of providing electricity at discounted prices to energy-hungry industries like aluminum production. 

The current Chinese five-year plan calls for using 20 percent less energy this year for each unit of economic output than in 2005. But surging production by heavy industry since last winter has put in question China’s ability to meet the target. 

The success or failure of China’s energy efficiency campaign is being watched closely not just by economists, who cite the campaign as one reason that growth of the Chinese economy has slowed down a little this summer, but also by climate scientists. 

China’s energy consumption rose so sharply last winter that it produced the biggest surge ever of greenhouse gases by a single country. Power plants burned more coal to generate enough electricity to meet demand. 

As China has become increasingly dependent on imported oil and coal, its national security establishment has become more visibly involved in energy policy and energy security, including efforts to improve energy efficiency. 

Efficiency improved 14.4 percent in the first four years of the current plan, only to deteriorate by 3.6 percent in the first quarter of this year, according to official statistics. Mr. Wen responded by convening a special meeting of the cabinet in May to address the situation. 

Energy efficiency was only 0.09 percent worse in the first half of this year than in the same period in 2009, according to statistics released last week. Energy analysts said those statistics indicated improvement in efficiency in the second quarter that nearly offset the deterioration in the first quarter, although the government has not released separate figures for the second quarter. 

Zhou Xizhou, an associate director for IHS Cambridge Energy Research Associates in Beijing, said that the ministry’s new list of factory closings was a strong measure to improve efficiency. But he added that China’s goal of achieving a 20 percent improvement by the end of this year compared with 2005 “is still a tall order for the rest of the year.” 

The ministry said in its statement that the factories to be closed would include 762 that make cement, 279 that produce paper, 175 that manufacture steel and 84 that process leather. 

The factories were chosen after discussions with provincial and municipal officials to identify industrial operations with outdated, inefficient technology, the ministry said. 

The ministry did not provide figures for the percentage of capacity to be closed in each industrial sector. The ministry also did not say how many employees would be affected. 

Closing factories is more palatable now than in the past because a labor shortage in many cities has made it easier for workers, particularly young ones, to find other jobs. 

The list of steel mills to be closed appeared to emphasize smaller, older mills producing fairly low-end grades of steel. Edward Meng, the chief financial officer of China Gerui Advanced Materials, a steel-processing company in central China’s Henan province, said that the closing of such mills was consistent with the government’s broader goals of consolidating the steel sector and pushing steel makers into the production of more sophisticated kinds of steel. 

The International Energy Agency in Paris announced last month that China surpassed the United States last year as the world’s largest consumer of energy. 

China passed the United States as the world’s largest emitter of greenhouse gases in 2006. That milestone came earlier because of China’s heavy reliance on coal, an especially dirty fossil fuel in terms of emission of gases contributing to global climate change. 

In addition to the energy efficiency objective in the current five-year plan, a plan announced by President Hu Jintao late last year called for China to reduce its carbon emissions per unit of economic output by 40 to 45 percent by 2020, compared with 2005 levels. Carbon emissions are a measurement of a country’s man-made emissions of greenhouse gases like carbon dioxide. 

Even if China meets its energy efficiency goal this year and its carbon goal by 2020, its total carbon emissions are still on track to rise steeply in the next decade, according to forecasts by the International Energy Agency. That is because of factors including rapid growth in the Chinese economy, growing car ownership and rising ownership of household appliances. 
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China’s Energy Use Threatens Goals on Warming
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A worker unloads coal at a railway station. China’s demand for coal-fired electricity has risen sharply. 

By KEITH BRADSHER
Published: May 6, 2010

HONG KONG — Even as China has set ambitious goals for itself in clean-energy production and reduction of global warming gases, the country’s surging demand for power from oil and coal has led to the largest six-month increase in the tonnage of human generated greenhouse gases ever by a single country. 
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Despite China’s goals for new forms of clean energy, the
country’s shift toward energy-intensive heavy industry
has forced a greater-than-ever reliance on thermal
power plants, virtually all of which burn coal.
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China’s leaders are so concerned about rising energy use and declining energy efficiency that the cabinet held a special meeting this week to discuss the problem, according to a statement Thursday from the ministry of industry and information technology. Coal-fired electricity and oil sales each climbed 24 percent in the first quarter from a year earlier, on the heels of similar increases in the fourth quarter 

Premier Wen Jiabao promised tougher policies to enforce energy conservation, including a ban on government approval of any new projects by companies that failed to eliminate inefficient capacity, the ministry said. Mr. Wen also said that China had to find a way to meet the target in its current five-year plan of a 20 percent improvement in energy efficiency. 

“We can never break our pledge, stagger our resolution or weaken our efforts, no matter how difficult it is,” Mr. Wen said. Western experts say it will be hard to meet the target, but that China’s leaders seem determined. 

“No country of this size has seen energy demand grow this fast before in absolute terms, and those who are most concerned about this are the Chinese themselves,” said Jonathan Sinton, the China program manager at the International Energy Agency in Paris. 

China has been the world’s largest emitter of greenhouse gases each year since 2006, leading the United States by an ever-widening margin. A failure by China to meet its own energy efficiency targets would be a big setback for international efforts to limit such emissions. 

Such a failure would also be a potential diplomatic embarrassment for the Chinese government, which promised the world just before the Copenhagen climate summit meeting in December that it would improve energy efficiency. 

The issue has major economic implications for China and for global energy markets. The nation’s ravenous appetite for fossil fuels is driven by China’s shifting economic base — away from light export industries like garment and shoe production and toward energy-intensive heavy industries like steel and cement manufacturing for cars and construction for the domestic market. 

Almost all urban households in China now have a washing machine, a refrigerator and an air-conditioner, according to government statistics. Rural ownership of appliances is now soaring as well because of new government subsidies for their purchase since late 2008. 

Car ownership is rising rapidly in the cities, while bicycle ownership is actually falling in rural areas as more families buy motorcycles and light trucks. 

General Motors announced on Thursday that its sales in China rose 41 percent in April from a year earlier, virtually all of the vehicles made in China because of high import taxes. 

Zhou Xi’an, a National Energy Administration official, said in a statement last month that fossil fuel consumption was likely to increase further in the second quarter of this year because of rising car ownership, diesel use in the increasingly mechanized agricultural sector and extra jet fuel consumption for travelers to the Shanghai Expo. 

The shift in the composition of China’s economic output is overwhelming the effects of China’s rapid expansion of renewable energy and its existing energy conservation program, energy experts said. 

The increase in oil and coal-fired electricity consumption in the first quarter was twice as fast as economic growth of about 12 percent for that period, a sign that rising energy consumption is not just the result of a rebounding economy but also of changes in the mix of industrial activity. The shift in activity is partly because of China’s economic stimulus program, which has resulted in a surge in public works construction that requires a lot of steel and cement. 

Burning fossil fuels releases carbon dioxide, which many scientists describe as the biggest man-made contributor to global warming. 

President Hu Jintao pledged in November that by 2020 the Chinese government would slow its growth in greenhouse gases by sharply improving energy efficiency. Mr. Wen went to the Copenhagen climate meeting three weeks later and opposed any international monitoring of China’s energy efficiency effort or binding limits on China’s overall energy consumption. 

China’s current five-year plan, from 2006 to 2010, already sets an efficiency target that the country may now be less likely to meet. 

The plan calls for the energy needed for each unit of economic output to decline by 20 percent in 2010 compared to 2005. 

For a while, China seemed to be on track toward that goal. According to the ministry of industry and information technology, energy efficiency actually improved by more than 14 percent from 2005 to 2009. 

But it deteriorated by 3.2 percent in the first quarter, the ministry said on Thursday. 

Mr. Wen said that this deterioration would make it “particularly difficult” for China to meet the 20 percent target. 

Without big policy changes, like raising fuel taxes, “they can’t possibly make it,” said Julie Beatty, principal energy economist at Wood Mackenzie, a big energy consulting firm based in Edinburgh, Scotland. 

Mr. Hu promised last November that China would improve the energy efficiency of its economy by 40 to 45 percent by 2020. The ministry statement on Thursday did not mention whether Mr. Hu’s promise might still be achievable. 

Complicating energy efficiency calculations is the fact that China’s National Bureau of Statistics has begun a comprehensive revision of all of the country’s energy statistics for the last 10 years, restating them with more of the details commonly available in other countries’ data. Western experts also expect the revision to show that China has been using even more energy and releasing even more greenhouse gases than previously thought. 

Revising the data now runs the risk that other countries will distrust the results and demand greater international monitoring of any future pledges by China. If the National Bureau of Statistics revises up the 2005 data more than recent data, for example, then China might appear to have met its target at the end of this year for a 20 percent improvement in energy efficiency. 

China’s recent embrace of renewable energy has done little so far to slow the rise in emissions from the burning of fossil fuels. 

Wind energy effectively doubled in this year’s first quarter compared with a year earlier, as China has emerged as the world’s largest manufacturer and installer of wind turbines. But wind still accounts for just 2 percent of China’s electricity capacity — and only 1 percent of actual output, because the wind does not blow all the time. 

Meanwhile, fuel-intensive heavy industry output rose 22 percent in the first quarter in China from a year earlier, while light industry increased 14 percent. 

Rajendra K. Pachauri, the chairman of the Intergovernmental Panel on Climate Change, a United Nations research unit, said in an e-mail message that he believed China was serious about addressing its emissions. 

“There is a growing realization within Chinese society that major reductions in greenhouse gas emissions would be of overall benefit to China,” he wrote after learning of the latest Chinese energy statistics. “This is important not only for global reasons, because China is now responsible for the highest emissions of greenhouse gases, but also because its per capita emissions are increasing at a rapid rate.” 

To some extent, China’s energy consumption now might actually help limit its global warming emissions in the future. 

China, for example, used 200 million tons of cement in building rail lines last year, while the entire American economy only used 93 million tons, said David Fridley, a China energy specialist at the Lawrence Berkeley National Laboratory. Although production of that cement raised energy use and emissions of global warming gases, it also expanded a rail system that is among the most energy-efficient in the world. 

China currently moves only 55 percent of its coal by rail, for example, which is down from 80 percent a decade ago, as many coal users have been forced by inadequate rail capacity to haul coal in trucks instead. The trucks burn 10 or more times as much fuel per mile to haul a ton of coal, Mr. Fridley said. 

But now, with new high-speed passenger lines leaving more room on older lines to haul coal and other freight, the percentages could begin shifting away from energy-inefficient trucking, he said. 
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Security Tops the Environment in China’s Energy Plan
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A worker walks past solar panels at a solar farm in Shilin, China. 

By KEITH BRADSHER
Published: June 17, 2010

BEIJING — When President Obama called this week for a “national mission” to expand the use of clean energy and increase American energy independence, Chinese officials might have nodded knowingly. 




Turbines of the Donghai Bridge Offshore Wind Farm in Shanghai. China invested almost twice as much in renewable energy last year as the United States. 

The government here is already far along in drafting energy legislation with similar goals for China, according to Chinese officials and executives. 

Like the energy future that Mr. Obama briefly described in his Oval Office address on Tuesday, the Chinese proposal calls for more reliance on renewable energy and greater emphasis on energy conservation, two drafters of the legislation said. 

But because this is China, there are big differences, too. In contrast to the Obama vision, the plan here preserves a central role for coal — the dirtiest fossil fuel in terms of emissions of greenhouse gases, but a resource that China has in abundance. 

And while Mr. Obama voiced goals of addressing climate change and improving national security at the same time, the discussions in China have been focused almost entirely on security issues, people inside and outside the government said. 

In other words, as China counts on more years of global leadership in economic growth, global warming remains a secondary concern. Secure sources of energy to fuel that growth are what matter most, whatever the implications for world energy markets and the global environment — not to mention foreign investors, who may or may not have a significant role to play in China’s energy industry under the draft law. 

The proposed law, which is expected to be adopted by early next year, says that “energy supply should be where you can plant your foot on it,” meaning that as much as possible should come from within China, said Li Junfeng, a senior energy policy maker and member of the interagency committee drafting the law. 

That belief has underpinned China’s rapid expansion in renewable energy, because it tends to be made in China, Mr. Li said. China has just emerged as the world’s largest manufacturer of wind turbines and solar panels, and plans to be the world’s biggest builder of nuclear power plants in the coming decade. It invested nearly twice as much as the United States last year in renewable energy. 

But energy security also explains the continued reliance on coal, for which China has the world’s third-largest reserves, after the United States and Russia. Burning coal, which produces four-fifths of China’s electricity, has already turned China into the world’s largest emitter of greenhouse gases by an ever-widening margin each year since 2006. 

Air pollution problems like acid rain have come up during the drafting process, but global warming has not figured prominently. China’s top global warming negotiator, Xie Zhenhua, is not even on the 21-member commission that China created in January to set energy policy. 

“There is a stronger sense of energy security than climate change,” said Zou Ji, an international climate negotiator for China until his retirement last August; he is now the China country director for the World Resources Institute, an international environmental group. 

The American commerce secretary, Gary Locke, said that the Obama administration also wanted to foster energy security by looking for ways to produce more clean energy in the United States, and was not just focusing on environmental issues. 

“Certainly energy independence is a high priority of President Obama, and energy independence does equal energy security,” Mr. Locke said in an interview. 

But China’s soaring energy demand seems to give it a greater sense of urgency on the security front. 

An oil exporter as recently as the early 1990s, China passed the United States last year as the biggest customer for Saudi oil and gas exports. Within as few as five years, it will be importing a higher percentage of its oil than the United States. 

That is of great concern to the Chinese government, where officials worry about the security of energy supplies from abroad. And it is why China’s military and its main security and intelligence agency are playing an increasingly visible role in energy policy making. 

The deputy chairman of the joint chiefs of staff of the People’s Liberation Army is on the new, 21-member National Energy Commission, as is the minister of state security. 
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China, which once was a net exporter of oil, is concerned about its
growing dependence on imported oil, which is projected to pass
that of the United States soon.
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The bulk of China’s imported oil comes through the Strait of Malacca, between Singapore and Malaysia on one side and Indonesia on the other. China is concerned that the strait is “an area of American influence,” said the president of a state-owned energy company who helped on early drafts of the energy law before taking his current job. He insisted on anonymity because he was not authorized to discuss the draft. 

China has been drafting its energy law for more than three years. The government started by setting up committees to study 978 separate topics including oil, coal, wind, biomass and solar power, the company president said. 

Mr. Li said that the draft law should be ready for the National People’s Congress to approve this winter, either when the 175-member standing committee of the congress meets in December or when the full, nearly 3,000-member congress convenes in early March. 

Approval by the congress is a legal formality, with all important decisions worked out in advance by ministers and their aides. 

While oil demand has risen inexorably in China, domestic production has barely increased. Chinese companies have struggled to acquire oil fields elsewhere. Shut out of the most attractive operations, which are already controlled by exporting countries or Western multinationals, Chinese companies have ventured into some of the world’s most volatile countries, notably Sudan and now to some extent Iraq and Iran. 

One of the last issues still unresolved in the energy legislation involves the extent to which China should continue investing in such oil fields or rely on buying oil in world markets. Mr. Li says he personally believes that China’s energy security does not improve when state-controlled oil companies buy oil fields in potentially unstable countries. 

“A lot of companies say, ‘I develop oil for China,’  ” but are really out to make a profit for themselves, he said, 

Somali pirates have begun preying on tankers and freighters bound for China from the Mideast. That poses a challenge for China’s navy, which is mostly designed for coastal defense. 

It also helps explain why China has been looking for ways to import more of its oil through pipelines instead of by sea, said Edward Cunningham, a China energy specialist at Harvard. 

Three issues are unresolved because they can be worked out only at the ministerial level, said Mr. Li, a deputy director general for energy research at the powerful National Development and Reform Commission. 

One is how much foreign investment should be allowed in China’s energy industries. Foreign companies are now mostly limited to joint ventures in refining and retailing, and are barred from the ownership or production of most mineral resources. 

A second issue is how much competition should be introduced into the energy industries. The domestic oil industry in particular is almost entirely run by two state-controlled companies, Sinopec and PetroChina; both are descendants of the China National Petroleum Corporation. 

Finally, policy makers are still considering how best to provide clean, cost-effective energy in rural China. Incomes tend to be much lower in farming areas than in cities, and this has made the government wary of raising taxes sharply on gasoline and diesel, even though steep fuel taxes might limit consumption. 

Mr. Li said on Thursday that while China might be further along than the United States in drafting energy legislation, and might have a large and growing sector for the manufacture of renewable energy, it still needed American technology to improve its equipment. 

“We need international cooperation,” he said. “America should be the leader.” 

