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China: energy transition already underway—Perry Sioshansi 

If China can reduce its fossil fuel dependence, anyone can 

While smallish countries like Denmark, Norway and Austria, already clean and exceedingly green, make headlines by 

moving away from fossil fuels and towards a more sustainable energy future, on a global scale, they won’t make much of 

a dent in global emissions even if they succeed. Energy and carbon’s future will be decided in large and growing 

economies of China, India, Indonesia, Pakistan, Nigeria and to a lesser extent the US, Russia, Germany, Japan, UK and so 

on. These countries account for the lion’s share of global emissions and what they do or don’t will determine the 

outcome of the agreement recently signed at the UN in April 2016. 

The conventional wisdom is that change in the energy sector takes place at glacial speed, hence don’t hold your breath 

for any dramatic developments any time soon. And that is what the incumbents in coal, oil, gas and auto industry want 

to hear, namely the status quo will prevail once delegates leave the signing ceremonies and the photo ops with the 

press. 

Sporadic evidence, however, supports those who say things could in fact change rather fast this time around once the 

mindset is changed – and they point to the Paris accord as the turning point. 

The evidence emerging from China, while piecemeal, is encouraging. It shows that change is already underway and at a 

remarkable pace. 

To start with, China’s economy is no longer growing at double digits. Moreover, as its economy shifts from an export-

focused heavy manufacturing to serving the growing domestic market and towards services, its demand for electricity is 

expected to drop. It is projected to grow roughly 3% in 2016, a remarkable decline compared to historical double-digit 

growth rates of the past. 

Even more amazing is that China’s central planners have been shifting the electricity generation mix towards cleaner and 

less polluting resources focusing on renewables and nuclear rather than coal. 

China achieved not one but two global renewable records in 2015—installing 32.5GW of wind and 18GW of solar in a 

single year, dwarfing US, Germany and other front runners. It is an understatement to say that China is reshaping the 

global energy economy and leading the transition to lower carbon future. 

The data coming from the China’s National Bureau of Statistics, not always the most transparent or up-to-date, 

nevertheless convey the rapid transition of China away from coal and towards lower carbon resources exemplified by a 

stunning 74% increase in grid-connected solar-generation capacity in 2015. Additionally, China installed 15GW of 

hydroelectricity and 6GW of nuclear capacity last year, both zero-emission resources. 

Declining consumption and the transition towards renewables has resulted in another environmental bonus: Declining 

coal consumption and imports – historically speaking. China’s coal imports dropping 30% last year, adding to the woes 

of Australian, Indonesian, South African, Colombian and American coal exporters, all of whom are competing in a 

saturated market with declining growth prospects. 

While India is behind China in its transformation, under Prime Minister Modi, it is also making efforts to invest in 

renewables on a massive scale. Together, India and China’s moves will account for over half of global emissions, and 

both are transforming global energy market faster than anyone could have imagined only a few years ago.  

With the slowing demand growth and the flood of new renewables and nuclear, China’s thermal generation declined 

2.7% in 2015—a trend that is expected to gradually reduce the share of thermal generation in the electricity mix from 

73% in 2015 to 63% projected by 2020. That is rapid transformation for a massive economy, and a growing and 

developing one at that. It is truly amazing.  

Moreover, the statistics indicates that thermal plant utilisation rates are beginning to decline—a common phenomenon 

across Europe and the US—as the percentage of renewables rises.  
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The culmination of these developments show up in China’s coal consumption—roughly half of global consumption—of 

which declined 4% in 2015.  

Tim Buckley of the Institute for Energy 

Economics and Financial Analysis (IEEFA), 

which studies China’s energy transition away 

from fossil fuels points out that China is 

planning to install an additional 22GW of 

wind, 18GW of solar, 16GW of hydro, 6GW 

of nuclear in 2016. Little by little, it adds up. 

Declining demand growth plus 62GW of zero 

carbon capacity should meet China’s 

electricity needs. Coal consumption and 

imports are projected to continue their 

gradual decline as will thermal plants’ 

utilisation rates. 

For the sceptics who say the energy transition will take decades if not more, China provides a counter example. And if 

China can succeed in adjusting its energy mix in record time, anyone can.  

Perry Sioshansi is a specialist in electricity sector restructuring. He is founder and president of Menlo 

Energy Economics and is the editor and publisher of EEnergy Informer, from which we have sourced this 

article, and which we commend. 
 

 

 

 

 

 

 
Source: Institute for Energy Economics and Financial Analysis (IEEFA) 

Nutwood contains occasional pieces from Cornwall Energy team members and guest contributors on 

key industry and policy issues.  

If you have a point of view that you would like to see featured, please contact Tom Crisp. His contact 

details are 01603 604421 or tom.crisp@cornwallenergy.com.  

 

mailto:tom.crisp@cornwallenergy.com
mailto:tim.dixon@cornwallenergy.com?subject=Balancing Mechanism Service

