
Energy Industry Privatization and Restructuring  

 

• Chinas petroleum industry is going through a major restructuring. As part of that 

process, China reorganized most state-owned oil and gas assets in 1998 into two 

vertically integrated firms, the China National Petroleum Corporation (CNPC) and 

the China Petrochemical Corporation (Sinopec). Originally, CNPC had been 

involved mainly in upstream production and exploration activities, while Sinopec 

was involved mainly in downstream refining and distribution. The reorganization 

carried out in 1998 provided for a transfer of assets between the two, 

transforming them into vertically integrated regional entities, with CNPC in the 

north and west and Sinopec in the south. Sinopec transferred four northern 

refineries to CNPC, and CNPC transferred eight southern oil fields to Sinopec. 

CNPC still has a disporportionate share of oil production capacity, with 2.20 

million bbl/d, compared to Sinopecs 0.75 million bbl/d. Refining capacity remains 

tilted toward Sinopec, with CNPC at 2.05 million bbl/d and Sinopec at 2.45 million 

bbl/d.  

• CNPC in 1999 formed a holding company, PetroChina, including most of its 

assets for the purpose of offering shares on the international market. In April 

2000, the company made an initial public offering (IPO) on the New York and 

Hong Kong stock exchanges.  

• South Korea has seen significant changes in its downstream oil industry since 

the beginning of the Asian financial crisis. The South Korean government 

deregulated the petroleum industry in October 1998, and large conglomerates 

have sold off petroleum refining and distribution assets which were not 

considered part of their core businesses.  

• Japans downstream petroleum industry is undergoing a period of consolidation 

in the face of stagnant petroleum products demand and low refining margins. 

Several Japanese oil companies and subsidiaries of multinationals have 

announced strategic alliances or mergers in an attempt to cut operating costs.  



• In Indonesia, the state oil and gas firm Pertamina is undergoing reforms under 

the new administration of President Wahid. In February 2000, a new president 

was appointed for the firm, and many senior managers were replaced. The 

Indonesian government has reportedly been considering reforms which would 

eventually end Pertaminas monopoly, under which it is a required partner for 

foreign oil and gas firms operating in Indonesia.  

• Indonesias state power company, PLN, is continuing its efforts to strengthen its 

finances and settle disputes with IPPs. The companys finances have been hurt 

by a glut of surplus generating capacity.  

• Thailands government currently is planning to split up and privatize the holdings 

of the Petroleum Authority of Thailand (PTT), as part of the package of economic 

reforms agreed with the International Monetary Fund (IMF) in 1998. The 

privatization is scheduled to take place in 2001. Thai Oil also recently concluded 

a major restructuring of its debt to keep it in operation, after the decline in 

petroleum products demand severely reduced the firms cash flow.  

• The Thai government also is planning to privatize the gas-fired Ratchaburi power 

complex. Under the plan, the plants employees would receive an ownership 

stake, and the state power grid company would retain a 45% equity interest.  

 

• The Philippines undertook a deregulation of its downstream petroleum industry 

in 1998, ending most government price controls for petroleum products, and 

removing barriers to new entrants to the market. While some new firms have 

begun importing petroleum products and establishing retail networks in the 

Philippines, the market remains dominated by three refiners.  



• Canada is in the process of deregulating its electric utility sector. Alberta was the 

first province to create a competitive market in generation, with location-based 

rates and a power pool for spot trading in electricity. Ontarios electricity 

deregulation plan represents part of an ambitious effort to integrate the Canadian 

and U.S. power grids into one competitive market, and to spur competition and 

exports of electric power to the United States. Ontario plans to have a $7 billion, 

competitive power market in place by November 2000.  

• The oil industry in the United States is undergoing a period of consolidation, part 

of a global trend. The ExxonMobil merger in 1999 was the largest oil industry 

merger in United States history.  

• The electric utility sector in the United States is undergoing a process of 

unbundling and deregulation. From a primarily vertically-integrated industry, it is 

moving toward a competitive system in which power generation, transmission, 

and distribution are separated.  

• The natural gas industry in the United States also is undergoing a process of 

unbundling and deregulation in several areas. Consumers in some states already 

have a choice of gas suppliers, even while the local distribution company controls 

the local pipeline infrastructure. 

 

 

 


