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Suggestions and Blueprint of China’s Multi-step Electricity Pricing System

Zhu Chengzhang

(Former Policy & Rules Department of Energy Ministry,Beijing 100045)

[Abstract] China is now imposing a low-and single—price system for its domestic electricity supplies with
intensive cross subsidization.Cross subsidization for electricity prices cannot reflect the real values of re-
sources , guide consumers’ rational consumption or reflect the principle of fair sharing.It cannot guarantee the
funds needed in developing the electricity industry either and will have some negative effect on the effort to
establish a market—driven electricity industry.In 2008 ,the Chinese government granted the residential ,agricul-
tural product production,irrigation and chemical production sectors electricity —related subsidies totaling as
much as 255.25 billion Yuan.With cross subsidization problems remaining unresolved,it is impossible for the
Chinese electricity industry to establish a market-style economy.Multi-step pricing for the electricity supply to
the residential sector is an effective approach to gradually reducing cross subsidization.Although some scholars
hold that multi-step pricing is unscientific,to China,it is far more scientific and practicable than the single-
price system currently in place in China.There are three modes of implementing multi-step electricity pric-
ing,among which multi—step time—of-use pricing has prominent advantages.Problems popping up during the
trial adoption of multi-step electricity pricing in Sichuan,Zhejiang and Fujian provinces deserve discussion.
These problems relate to the number of electricity consuming households,the amount of electricity used in
the first stage and the price differences between different stages.China’s multi—step electricity pricing system
is designed to help eliminate heavy cross subsidization in the country and to benefit low-income groups.The
government should offer electricity price subsidies to low—income consumers.

[Keywords] multi—step electricity pricing;cross subsidization ; electricity supply to residential sector;electricity
price difference ;electricity price subsidy



