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WADE is a non-profit research and advocacy organization that was established in June 2002 to 

accelerate the worldwide deployment of decentralized energy (DE) systems.  WADE is now backed by 

national cogeneration and DE organizations, DE companies and providers, as well as a range of 

national governments.  In total, WADE’s direct and indirect membership support includes over 200 

organizations around the world.   

WADE believes that the wider use of DE is a key solution to bringing about the cost-effective 

modernization and development of the world’s electricity systems. WADE’s goal is to increase the 

overall proportion of DE in the world’s electricity generation mix. To work towards its goal WADE 

undertakes a growing range of research and other actions on behalf of its supporters and members: 

• WADE carries out promotional activities and research to document all aspects of DE, 

including policy, regulatory, economic and environmental aspects in key countries and 

regions.   

• WADE works to extend the international network of national DE and cogeneration 

organizations.  Current WADE network members represent Australia, Brazil, Canada, China, 

Europe, India and the US.  We are continually working to extend this network.   

• WADE provides a forum for DE companies and organizations to convene and communicate.   

• WADE jointly produces an industry journal: “Cogeneration and On-Site Power” (published by 

Pennwell in association with WADE).  
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The previous edition of WADE’s World Survey of DE1 was published in April 2005.  It was the third 

such edition and its main highlight was that, according to WADE’s analysis of the worldwide market 

at that time: 

The share of decentralized power generation in the world market has increased to 7.2% by 2004, up 

from 7% in 2002.  The long discussed and expected transition from a central power model to a ‘hybrid’ 

DE-central mix may possibly be underway, though slowly.  WADE is optimistic that this market share 

will continue to expand. 

This updated World Survey of DE - 2006 has further positive market news about DE expansion.  

Indeed, it indicates that there was a surge in DE development during 2005, with the DE share in new 

power generation output at around 25% - up from 13% four years ago.  The Survey contains 

information and analysis that is based on new data and assessments derived from the growing market 

knowledge of WADE and its members.  Section 3 presents this market data in detail.   

This section assesses some of the main market developments during 2005, summarises important 

market drivers and looks ahead to what can be expected in 2006 and beyond.  A good deal of the focus 

is on CHP systems, since this represents a significant share of the overall DE market and the easiest 

part for which to gather data. 

 ������������!"�����#�$%%&�

The National Profiles later in this Survey give snapshots of national market development in many of 

the world’s key markets.  In summary: 

• Europe continues to emerge slowly – but only slowly - from its extended downturn that began 

in 1998.  Markets are most prosperous on the fringes of the continent, particularly in the south, 

south-east and east (Italy, Turkey and Hungary for example).  Elsewhere, they are sluggish, 

especially so for industrial schemes.  Buildings-based and renewable systems represent more 

                                                      

1 DE technologies consist of the following forms of power generation systems that produce electricity at or close to the point of 
consumption: 1. High efficiency cogeneration / combined heat and power.  2. On-site renewable energy systems. 3. Energy recycling 
systems, including the use of waste gases, waste heat and pressure drops to generate electricity on-site. WADE classifies such systems as DE 
regardless of project size, fuel or technology, or whether the system is on-grid or off-grid.   
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active markets.  The implementation of the European Directives for Cogeneration and 

Emissions Trading (the ETS directive) in 2005 is significant but these may yet take some years 

to have a meaningful impact on the development of new plant.  The ETS came into force in 

January 2005 and is already having a modest upward impact on power prices but the most 

important issue will be the extent to which member states take any account of CHP in the 

National Allocation Plans. 

• In the US, the level of installed CHP capacity continues to increase, now in excess of 82 GWe.  

A number of states, rather than the federal agencies, have been making the running by 

reducing barriers and introducing incentives for DE.  Figure 1 below shows the situation in the 

US. 
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The main areas of global activity continue to be the emerging and developing markets, regions where 

WADE has consistently anticipated would provide the most significant medium and long-term 

opportunities for DE developers and manufacturers: 

• Brazil continues to be a notable current highlight with business activity picking up in 2005 in 

both natural gas and bagasse-based sectors.   

• Russia’s weak and disconnected power system is providing buoyant conditions for DE 

systems, with and without heat recovery.   

• In India, the new Electricity Law is also providing rejuvenated activity for ‘captive’ plants, 

particularly in the industrial sector.   

• China is, in comparison, somewhat slow.  Here, high coal and gas prices, together with 

artificially low electricity tariffs, pose real challenges to cogeneration developers.  However, 
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the government’s National Development and Reform Commission (NDRC) is considering the 

introduction of new incentive frameworks for CCHP (combined cooling, heating and power) 

in 2006 or 2007. 

More detailed information about five of the most important emerging markets (Brazil, China, India, 

Mexico and Russia) can be found in WADE’s National DE Market Analyses (see www.localpower.org 

for more information). 

'���(������������������
The most important driver in most markets is the relationship between electricity and fuel prices.  

These are subject to many and diverse influences that also vary considerably from market to market.  

Indeed, it remains the case that in the great majority of countries the prices of both are still artificially 

determined by government or state agencies rather than by a market mechanism.   

There is therefore a clear link between the electricity price and the profitability of investment in DE 

projects.  With reserve margins continuing to decline and fuel prices continuing to rise in most regions, 

this is tending to push up electricity prices.  As this section suggests, this should lead policymakers 

and energy companies to introduce and strengthen strategies geared towards fuel and energy 

efficiency.  DE is likely to be an important part of these solutions. 
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Last year’s survey pointed out that: 

“The growing view is that $50 / barrel will be with us for some time.” 

If only it were.  It is becoming harder than ever to find anyone who thinks that energy prices will 

decrease.  The consensus appears to be that they are set to rise higher and higher.  $100 / barrel oil is 

becoming a mainstream forecast.  Natural gas prices continue to surge in many regions, most notably 

the US, as Figure 2 shows.  Prices in Europe and many other markets show similar trends. 

Gas is not the only fuel under demand and price pressure.  In China, ever-expanding demand for coal 

(the fuel of choice for both conventional power plants and cogeneration) is having dramatic impacts 

both there and around the world.   
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Price is, normally, a function of supply and demand.  As far as demand is concerned, the IEA forecasts 

(Figure 3) that this is set to increase significantly over the next two decades, even under a more 

efficient ‘alternative’ scenario.  Unless the supply side can at least match this consistent growth, fuel 

prices are likely to remain high – or go higher. 
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The impact of increasing fuel prices on power prices is not so stark, and will vary from country to 

country depending on the degree of fossil fuel use.  However, the trends here are also generally 
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upwards.  Figure 4 shows power price data for UK and EU carbon prices.  Power prices have increased 

by around 60% since 2004.  UK power price trends roughly correspond to prices in the EU as a whole, 

where the ETS is also having some impact. 
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Increasing power prices indicate increasing opportunities for DE.  Increasing gas prices, as this survey 

showed last year, provide more attractive spark spreads for gas-based CHP systems than their main 

competitor: CCGT plants without heat recovery.  In short, an era of perpetually high energy prices 

will, in general, improve the economic performance of DE systems. 

,
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As energy prices escalate, several countries are exploring the opportunity for nuclear power.  Also, 

august institutions such as the International Energy Agency continue to promote nuclear as a key part 

of the solution to climate change, energy security and other challenges. 

In certain countries, a clear ‘yes’ or ‘no’ on future nuclear power investment may have dramatic, and 

adverse, impacts on market conditions for all forms of generation, including DE and renewable 

energies.  To reflect this challenge, the influential Rocky Mountain Institute has undertaken some 

detailed analysis to indicate that there are other low emission alternatives to nuclear power that can 

achieve similar objectives at lower cost.  Significant use is made of WADE market data.  Figure 5 

shows the RMI’s summary analysis, and highlights the substantial proportion of DE. 
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Amory Lovins, the report’s author, details the recent market developments of the clean alternatives, 

which comfortably exceeds that of nuclear, and concludes that: 

So the big question about nuclear "revival" isn't just who'd pay for such a turkey, but also...why bother? 

Why keep on distorting markets and biasing choices to divert scarce resources from the winners to the 

loser—a far slower, costlier, harder, and riskier niche product—and paying a premium to incur its 

many problems? Nuclear advocates try to reverse the burden of proof by claiming it's the portfolio of 

non-nuclear alternatives that has an unacceptably greater risk of non-adoption, but actual market 

behaviour suggests otherwise. 

The WADE DE Model has also been used to question the economic logic of nuclear power, given the 

alternative of DE and other sources.  This was applied in the UK, and further information can be found 

in section 4 of this Survey. 
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Climate change continues to move relentlessly from an issue of speculation to a frightening reality.  It 

remains, therefore, as one of the main drivers for policy action in support of DE.  Figure 6 summarises 

the latest data and shows the inexorable upward trend in global surface temperatures. 
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1 January 2005 may in time be seen as the most significant date in the era of policies and measures to 

reduce greenhouse gas emissions.  It saw the start of the ambitious, and controversial, EU Emissions 

Trading Scheme that was designed to cut emissions from the power sector and large industry.  By 

early 2006, the market was working reasonably smoothly, prices (as Figure 4 showed) had shot up, 

with modest knock-on impacts on power prices, and detailed discussions and debate were underway to 

prepare for the second phase of the scheme, to run from 2008-2012.  While prices fell again in April 

2006, the EU scheme is therefore firmly in train.  It is verging on the inevitable that at some point in 

the future, other industrialised countries and regions will follow suit and establish their own schemes.  

They have a workable model in the EU scheme on which to base their design. 

The impacts on DE are three-fold: 

• The power price impacts, as already cited. 

• The scope for EU member states to design National Allocation Plans to incentivise DE 

systems, an opportunity that several have taken. 

• The market created for CDM projects in emerging markets. 

As prices have risen, the demand for CDM credits is surging and is now acting as a new driver for DE 

project development throughout non-OECD countries.  A rapidly growing number of renewable- and 

fossil-based DE projects in Brazil, China, India and elsewhere are going forward on the basis of 

carbon price incentives.   
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Even the tentative US-led alternative to Kyoto, the Asia-Pacific Partnership, has the potential to 

inspire new investment in DE in that region, though its misjudged focus on new technology may mean 

that one of the most cost-effective solutions to carbon mitigation – the removal of regulatory barriers 

to low emission DE systems that are already cost-effective and reliable – gets ignored. 

 �*������������-�����
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Residential-level microgeneration systems are going commercial.  The first handful of products is 

emerging in Japan, in some European countries and, to a lesser extent, in the US.  This includes micro-

CHP and building-mounted micro-wind systems that, the developers hope, will become mass market 

products within the next decade or so.  For the DE sector, it represents an exciting technology race that 

could have dramatic impacts on the way electricity is supplied to households.  Figure 7 shows the 

number of micro-CHP products that are currently under development in Europe. 
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Will it happen?  It is too early to be sure and there are potential show-stoppers that could kill the 

market opportunity stone dead.  One critical requirement is that energy supply utilities do not 

collectively try to block microgeneration.  At the moment, such a strategy may be unlikely on the basis 

that some utilities have already established partnerships with product developers, and many others are 

looking seriously at the impacts.   

Another key issue is whether or not sufficiently reliable and cost-effective products emerge that can be 

deployed in hundreds of thousands of homes.  It is still not certain that they will – but it is becoming 

more probable. 

The reason that some utilities in all three regions are looking at microgeneration is the potential for 

disruption to the conventional residential energy supply model that has been with us since electricity 

was first supplied to homes.  If the customers themselves are generating electricity, this has 

implications all the way up the chain from suppliers, to wires companies and bulk generators. 
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Within two years or so, we should have a much clearer idea of whether microgeneration will be a 

major commercial reality or a technological dead-end. 

 ��������"����!�������*�������
DE is increasingly becoming a mainstream corporate option, particularly among major energy users.  

This increasing profile sends strong positive signals to other users, and policymakers, whose activities 

do so much to set the conditions for future market growth. 

At the end of 2005, BP announced the creation of a new division, BP Alternative Energy, whose 

mission is to accelerate investment in ‘clean’ power generation, including high efficiency CHP plants 

at its refineries and industrial sites.  The sum of money it is committing to this new business area is $8 

billion over 10 years.  The company says that it “over the next three years BP Alternative Energy plans 

to advance development and start construction on new cogeneration facilities totalling more than 700 

MW”. 

More recently, the US energy company, AES, announced in April 2006 that it was also establishing an 

Alternative Energy Group, with a view to investing $1 billion in low emission generation over the next 

three years.  Earlier, GE launched ‘Ecomagination’ in May 2005 with a commitment to increase 

research activity in green areas, including energy solutions. 

Exxon Mobil, while not a favourite of environmental organisations, is a major investor in CHP plants 

and has used this activity as the basis of one of its advertising campaigns, as Figure 8 shows. 
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Dow Chemicals has also been actively promoting its green credentials through an advertising 

campaign that features cogeneration.  Under a banner stating “Cogeneration: Good for the 

Environment and Good for Business”, and alongside a bright picture of children playing in a sunny 

alpine meadow, the advertisement includes the following excerpts: 

“Companies like Dow can reduce their fuel requirements with cogeneration. This improves 

energy efficiency while also reducing the emissions of carbon dioxide (CO2) and helping to 

improve air quality compared to conventional utility power.” 

“Dow has been an innovator in cogeneration since the days of Herbert H. Dow. Cogeneration 

at Dow is most of the time significantly more efficient than purchasing power from an outside 

utility power plant and then separately generating steam.” 

“Upgraded cogeneration facilities at Dow sites have cumulatively saved 250 trillion BTUs of 

energy versus a 1994 baseline. This is equivalent to the annual household energy consumption 

of a city the size of New York City or Tokyo.” 

���
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Many of the issues highlighted here are already improving market prospects for DE and are likely to 

continue to do so for years to come.  The potential is great.  WADE estimates that DE holds an 8-9% 

capacity share of the world’s power market at the moment.  At current growth rates, this could reach 

20% by 2025.  If they do, annual DE capacity additions would reach around 120 GWe – about eight 

times current market activity and a substantial commercial opportunity for all WADE Members.  

WADE’s activities are a central part of achieving this goal. 

Yet, despite the accelerating market in 2005 that WADE’s new data indicates, there remain persistent 

challenges that constrain the full potential of this sector, and have done so for fifty years or more.  

These challenges are: 

1. The widespread existence of policy / regulatory barriers to DE in every country or region.   

2. A lack of awareness among policymakers and other opinion formers as to the economic 

effectiveness of DE. 

3. Scepticism among environmental NGOs about the environmental benefits of DE, based on 

its use of fossil fuels.   

4. The failure of the industrial end user sector to support the DE agenda.   

For these reasons, WADE’s Board of Directors agreed, at the end of 2005, a 5 Year Strategy designed 

to address these challenges.  The main elements of the Strategy, which can be found on the WADE 

website, are: 
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1. The establishment of effective national organisations for DE that can accelerate market 

development in key non-OECD countries, including China, India and Russia. 

2. The creation of an online database where information about national and regional 

incentive policies for DE can be found. 

3. To ensure that the World Bank Group and the International Energy Agency put in place 

specific measures and programmes that promote DE within their wider energy related 

work.   

4. To extend the use of the WADE DE Economic Model to at least four new countries / 

regions per year and, through this, secure a direct impact on new policy development. 

5. To secure the formal acceptance of the environmental legitimacy of fossil-fired DE by key 

Non-Governmental Organizations such as; Greenpeace, Worldwide Fund for Nature, 

Natural Resources Defense Council, and Friends of the Earth. 

6. To secure 15 major energy user Members of WADE over the 5 year period. 

WADE is already taking strides in each of these tasks.  Our 2007 Survey, and all subsequent ones, will 

update readers on our continued progress. 
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The national profiles that follow have been selected on the basis of market size, but a number of 

smaller markets have also been included to give a diverse geographical spread. WADE’s World 

Survey of DE - 2006 contains information on: 

• Australia 

• Brazil 

• Canada 

• China 

• Czech Republic 

• Germany 

• India 

• Japan 

• Korea 

• Mexico 

• Poland 

• Russia  

• Thailand 

• Turkey 

• The United Kingdom (UK) 

• The United States of America (USA) 

• Uganda 

• Uruguay 

 

Future editions of WADE’s World Survey of DE will include an increased range of countries.  If you 

have information about your country that you feel is relevant to the surveys, please contact us.  We 

welcome contributions that can help bring about a better understanding of the current status of DE 

around the world.  All contributions will be acknowledged.   
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The Australian electricity sector is 
dominated by coal, gas and oil-fired 
centralised generation. DE currently accounts 
for about 9% of total capacity2. Industry is the 
largest energy user, followed by the residential 
and commercial sectors. Industrial 
cogeneration represents over 60% of DE 
capacity (2.5 GWe), mainly in the alumina, 
sugar, paper and nickel industries. 18% of the 
country’s 151 cogeneration projects are 
renewable, mostly bagasse-fired. Installation 
of solar technologies has been steadily rising, 
and reached 45.6 MW in 2003, 87% of which 
was off-grid3. Six regions have liberalised and 
joined their electricity markets in the National 
Electricity Market. Electricity prices have 
fallen over the last few years, slowing down 
the uptake of DE technologies and renewables. Current policy favours centralised generation, 
focussing on clean coal technologies and fuel-switching to natural gas. However, DE is 
increasingly considered a solution to future issues, such as demand growth, energy security 
and carbon emissions. The government’s National Priorities 2003 and CSIRO’s Energy 
Transformed research programme include DE as an important part of Australia’s future 
energy supply4. 

 

Prospects�
Prospects for DE in Australia are improving, despite existing unfavourable economic 

and regulatory circumstances. Energy prices are expected to rise, improving the economic 
argument for DE. Increasing concern over CO2 emissions and possible emission trading also 
favour DE. The nature of electricity demand in Australia, with its large industrial component, 
high summer peaks, separated by large distances, enable DE technologies to play a vital role 
in meeting future energy needs.  This is increasingly recognised, and reflected in rising 
interest in DE in the government and research institutes. The challenge now is to 
communicate this to energy users, and follow up with a comprehensive programme for DE to 
stimulate its development and to overcome the barrier of low energy prices.  

                                                      

2 CSIRO estimates, Energy Supply Association of Australia 2005 and Electricity Gas Australia 2005 
3 Australian Business Council for Sustainable Energy, Sustainable Energy Report 2005 
4 Terry E. Jones, Energy Transformed. COSPP Nov-Dec 2005. 
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• Rising energy prices 
• Large potential for solar energy use 
• Rising energy demand and growing summer 
peak demand. 
• Environmental concerns of energy consumers 
• Large share of industrial electricity use 
creates large potential 
• Low-level renewables subsidy schemes 
available for DE  
• DE increasingly seen as solution for growing 
peak demand, energy security and rural supply. 

 • Little economic advantage of DE due 
to low energy and electricity prices 
• Lack of awareness of the multiple 
system benefits of cogeneration and 
DE 
• Policy focus on centralised low-
emission technologies 
• No comprehensive subsidy scheme 
for DE available 
• No national objectives for 
cogeneration / DE or renewables 
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Brazil has one of the most centralized 
power infrastructures in the world. In 2005 
92% of Brazilian power was generated by 
remote hydro plants and brought to users 
by vast transmission networks.  

Decentralized energy applications are 
becoming more common in grid connected 
applications especially in São Paulo state. 
An innovative auction system that was 
used in 2005 is sure to continue to increase 
opportunities for DE. The 2005 auction 
resulted in 1,099MW of successful bids 
from CHP and DE plants (845MW natural 
gas, 157MW diesel and 99MW biomass). 

 

Prospects�
Because future hydro development is contentious, expensive and has long lead times it is 

likely that power markets will favour DE in the coming years. The share of DE capacity in the 
Brazilian power sector increased from 3.9% in 2004 to 4.4% in 2005. The situation looks ripe 
for further improvement. Abundant biomass reserves and recent offshore natural gas 
discoveries mean that fuels for CHP are abundant. Efforts to diversify both the power sector 
and other economic sectors will also favour DE. For example the continued effort to 
modernize ethanol distilleries could bring a major increase in power production from DE 
plants sited at sugarcane mills. New windows of opportunity for bioelectricity in large scale 
have also been created by the new regulated public auctions. The bioelectricity potential for 
the next decade will be more than 3000 MW.  

                                                      

5 Information for this survey was supplied by Carlos Silvestrin from Cogen SP 
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• Law 10848 (specifically Decree 5163) 
which guarantees a market for CHP and DE 
• Diminishing reserve margin, increasing 
power prices and increasing demand for high 
quality power 
• Discovery of natural gas near the industrial 
state of  São Paulo 
• Increasing need for improved efficiency in 
sugar mills and large potential for bagasse 
cogeneration (bioelectricity) 
• New strategies to sell bioelectricity to 
regulated public auction 
• Existence of strategic organizations to 
promote DE such as Cogen SP 
(www.cogensp.com.br) and UNICA 
(www.portalunica.com.br) 
•  Large potential for CDM projects in the 
Brazilian energy and industry sectors 

 • National fuel prices follow international 
prices and can be volatile 
• Among many policymakers, traditional 
central generation remains the preferred 
solution 
• Still insufficient infrastructure for gas 
distribution 
• Need for updated rules on 
interconnection and sale of surplus 
generation from DE plant 
• Need for greater awareness among 
policy makers about the potential and the 
opportunities for DE projects with 
bagasse and natural gas cogeneration 
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Hydro electricity currently accounts 
for about 60% of total generation in 
Canada. Because energy is under 
provincial jurisdiction the policy 
landscape for decentralized energy varies 
by province. Ontario for example has 
recently adopted several reforms that 
should favour DE such as the aim to 
phase out large scale coal, the 
requirement to install smart meters for all 
users and a generous feed-in tariff for 
onsite power producers, including 
biomass CHP. The feed-in tariff does 
nothing to promote fossil-fired CHP. 

Due to plant retirements there was a 
small decline is installed CHP in Canada 
in 2005 bringing the total to about 
6.8GW7.  2005 was the “Year of Wind” in Canada, as natural gas prices rose to CDN $10-
11/GJ range in October 20058, putting a damper on the development of cogeneration systems. 
Although little of the capacity was decentralized, Canada’s wind energy industry, installed 
239 MW of new wind energy capacity in 2005 bringing Canada’s total wind to 683 MW.9  
Hydro-Quebec signed contracts for 995 MW of wind power while the Ontario government 
approved 975 MW of renewable energy project, of which 20 MW was small hydro and the 
remainder wind power projects. 10,11 

 

Prospects 

Prospects for DE in Canada remain good with markets for renewable DE expanding 
rapidly. Fossil-fired cogeneration remains a major overlooked opportunity to increase 
Canada’s international competitiveness.  

                                                      

6 Energy Use Data Handbook, 1990 and 1997 to 2003, Chapter 7 Electricity, June 2005  
7 A Review of Existing Cogeneration Facilities in Canada, Canadian Industrial Energy End-Use Data and Analysis Centre 
8 http://www2.nrcan.gc.ca/es/erb/CMFiles/WINTER_MARKET_OUTLOOK_2005_ENGLISH206KCY-25112005-2389.pdf 
9 http://www.canwea.ca/en/NewsReleases.html 
10 http://www.hydroquebec.com/releases/index.html 
11 http://www.energy.gov.on.ca/index.cfm?fuseaction=english.news&back=yes&news_id=115&backgrounder_id=86 
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• Feed-in tariff in Ontario  
• Supply of natural gas is rising; wood waste 
biomass-fired cogeneration has good 
opportunities  
• Electricity prices are expected to rise 
• Lingering concern over 2003 blackouts 
• Increased activities of DE promotion group 
(NewEra) 
 

 • Lack of awareness of the multiple 
system benefits of cogeneration and DE 
• Inadequate long term planning in the 
energy sector 
• There is a need for further 
improvements in taxation incentives 
• No national objectives for cogeneration / 
DE or renewables 
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In the 1970s and 1980s, China 
became concerned about energy-saving for 
the first time.13  The introduction of an 
energy-efficiency policy by the Chinese 
government sparked relatively rapid 
development of cogeneration systems in 
the late 1980s and 1990s.  The 
predominant forms of DE in China are 
coal-fired steam turbine cogeneration 
systems – providing heat to municipal 
district heating systems and industrial sites 
– and small-scale hydro electric power. In 
2004 the total CCHP capacity reached 56 
GWe, of which 30.1 GWe gas-fired14. 
Chinese energy policy is slowly opening 
up to the opportunity of DE.  In 2000 a 
Regulation on the development of CHP 
was passed, and in September 2004 the National Development and Reformation Committee 
submitted a report on Issues of Decentralised Energy Systems. 
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• Increasing electricity tariffs in 2004-05 
• Wider availability of natural gas 
• Occasional severe power shortages 
• Ongoing power market restructuring 
• Almost 50% of Chinese cities have 
centralised steam or hot water 
distribution systems that are ideal for 
cogeneration 
• A World Bank financed programme for 
rapid renewable energy development 
• A Government development plan for 
solar energy 

 • Non cost-reflective energy pricing and 
price volatility 
• High coal and gas prices that cannot be 
passed through to electricity and heat prices 
• The recent ending of a promotional 
programme for energy efficiency and 
cogeneration 
• Regulatory uncertainty within the electricity 
sector due to continuing government control 
and slow liberalisation 
• Following power supply shortages in some 
provinces, large investments in the 
development of cogeneration have increased 
boiler and steam turbine prices 
• Grid interconnection issues 

Prospects 

China’s level of cogeneration and DE development is above the global average but could 
be greatly increased as power demand continues to surge.  Even a small share of the overall 
market growth could result in significant development of the DE market.  Thermal 
cogeneration capacity is projected to grow rapidly in coming years with estimated annual 
additions of at least 3 GWe.  The government’s target for DE demonstration projects is 100 
by 2010. With recent increases in coal prices, the massive demand for electricity exceeding 
supply and the shelving of projects representing 32 GWe of capacity due to environmental 
concerns, the financial and environmental benefits to be gained from DE could become better 
recognised.  However, as most cogeneration in China is coal-fired, this has also suffered 
greatly from the fuel price increases. 

                                                      

12 Information compiled by Mr. Wang Zhenming, consular of the Cogeneration Study Committee for Chinese Society. 
13 Information for this national profile was provided by Li Hu, Cogeneration Study Committee for Chinese Society. 
14 Jianghua Feng. Latest Development of Gas-fired CCHP in China. New York, 24 October 2005. 
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