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Introduction
State Grid Corporation of China, known simply as State Grid, stands at the heart of the
world's largest electricity infrastructure—a company whose scope, ambition, and reach
are almost unparalleled in the annals of modern industry. As the backbone of China's
power system, State Grid has not only powered the economic miracle that has
transformed the country in just a few decades, but has also emerged as a formidable
player on the world stage, shaping global energy trends through its investments and
technological innovation.

This book, State Grid: A Company Portrait, aims to offer a comprehensive exploration
of this modern industrial giant. To understand State Grid is to understand more than
just the engineering feats and complex grids that keep the lights on for billions. It is to
delve into the political and economic currents that drive China’s energy ambitions, and
to unravel the management philosophies and technological advances that have
allowed State Grid to become the world’s largest utility by revenue and workforce.
Through this portrait, readers gain crucial insight into a company whose operations
touch lives every day—whether through lighting homes, powering cities, or enabling
the transition to cleaner energy sources.

Our journey begins with State Grid’s roots in the sweeping market reforms of the
1980s and early 2000s—a period that saw China’s power sector transformed by
competition and structural reorganization. At its founding in 2002, State Grid inherited
the monumental responsibility of maintaining and upgrading the national grid, quickly
establishing itself as a pillar of national energy security and economic vitality. In
tracing its history, we find not only the story of an enterprise, but a reflection of
China’s broader aspirations: to achieve energy self-sufficiency, promote technological
leadership, and construct a resilient and sustainable future.

As we chart State Grid’s evolution, we encounter the remarkable innovations that have
defined its growth. Ultra-High Voltage (UHV) transmission, smart grid deployments,
large-scale integration of renewable energy, and investments in research and
development stand out as hallmarks of the company’s commitment to modernization.
These advancements have solidified China’s position as a technology leader and have
positioned State Grid at the forefront of setting global standards for grids and
transmission networks.

But State Grid’s story is not confined within China’s borders. The company has
become a true multinational force, investing in and operating electricity assets in over
a dozen countries, from Brazil to Greece, from the Philippines to Chile. These
international ventures not only represent China’s “Going Out” strategy and the Belt
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and Road Initiative, but also serve as conduits for the export of technology and
expertise—and occasionally, the challenges of reconciling different regulatory and
cultural environments.

Ultimately, this book provides readers with an in-depth look at the men and women
who have led State Grid, the challenges it faces in an era of climate change and
decarbonization, and the audacious visions—like the Global Energy Interconnection
(GEI)—that may redefine how the world thinks about power. By painting a nuanced
portrait of State Grid, we seek to illuminate its role not just as a colossal company, but
as a central actor in the unfolding drama of global energy transformation.
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CHAPTER ONE: Origins of State Grid: The Power
Sector Reforms
To comprehend the sheer scale and complexity of State Grid Corporation of China
today, one must first journey back to the foundational shifts that reshaped China's
power landscape. The modern State Grid is not merely an evolution of a legacy system
but a deliberate creation born from sweeping reforms designed to power a nation
undergoing unprecedented economic transformation. Before State Grid, there was a
different structure, one forged in the era of central planning, struggling to keep pace
with the explosive demands of a market economy.

For decades, China's electricity system operated as a vertically integrated monopoly,
largely under direct state control, initially through ministries and later consolidated
under entities like the State Power Corporation of China. This structure, while serving
its purpose in earlier times, faced increasing strain as China embarked on its path of
rapid industrialization and urbanization. The command economy approach to power
generation and distribution, while ensuring basic access, often lacked the efficiency
and dynamism required to fuel a burgeoning market economy. Investment decisions
were bureaucratic, technological upgrades lagged, and the system struggled to
respond flexibly to local and regional demands.

The call for reform became louder in the 1980s. Like other state-dominated sectors,
the power industry was identified as needing fundamental change to unlock potential,
encourage investment, and improve service delivery. The initial steps of reform in
1986 marked the beginning of a long and complex process, a phased approach aimed
at gradually introducing market mechanisms and restructuring the monolithic state
control. This was not a sudden revolution but an iterative process, responding to both
the successes and challenges encountered along the way.

The early stages of reform involved efforts to attract investment beyond state coffers,
encouraging diversification in power generation sources and ownership structures.
There were moves to separate some regulatory functions from operational ones,
laying the groundwork for a more transparent and efficient system. However, the core
structure remained largely intact, with generation, transmission, and distribution
bundled together under a single entity, creating potential conflicts of interest and
stifling true competition, particularly in the generation segment.

This vertical integration meant that the entity owning the grid also owned a significant
portion of the power plants. This naturally disincentivized fair access for independent
power producers and made it difficult to ascertain the true cost of electricity
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transmission. The system prioritized stability and control, which was crucial in a
developing nation, but it wasn't necessarily optimized for cost efficiency or innovation,
especially as power demand continued its relentless climb, often outstripping supply.
The need for massive, sustained investment in new capacity and infrastructure
became undeniable.

The late 1990s and early 2000s saw China's economic engine roaring, demanding ever-
increasing amounts of electricity. Factories hummed, cities expanded, and households
acquired more appliances. The existing power system, despite continuous expansion
efforts, found itself stretched thin. Chronic power shortages became a feature of daily
life in many regions, leading to rolling blackouts that disrupted businesses and
frustrated citizens. These shortages weren't just inconveniences; they represented a
tangible drag on economic growth and highlighted the critical need for a more robust
and responsive power sector.

The limitations of the existing structure under the State Power Corporation became
increasingly apparent. While massive in scale, it struggled with internal coordination,
investment bottlenecks, and the sheer challenge of planning and executing the vast
expansion required across such a diverse and rapidly developing country. The need for
a more focused, agile, and efficient approach to managing the national grid became
the central tenell of the final stage of reform. The political will for a decisive
restructuring crystallized, aiming to address the root causes of the sector's
inefficiencies and capacity shortfalls.

This led to the critical decision in March 2002 to implement the third and most
significant stage of the power sector reform. The objective was clear: to fundamentally
reorganize the industry by separating the natural monopoly of the transmission grid
from the potentially competitive business of power generation. The rationale was that
generation companies could compete to sell electricity onto the grid, thereby driving
efficiency and innovation in power production, while dedicated grid companies could
focus solely on the reliable and efficient transmission and distribution of that power
across the nation, ensuring fair access for all generators and consumers.

The former State Power Corporation of China, the dominant force in the sector at the
time, was thus slated for dissolution and division. This was a monumental undertaking,
akin to dismantling a central pillar of the national infrastructure and reassembling it
into a new configuration. The reform mandated the breakup of this large, integrated
entity into several distinct companies, each with a more specialized focus. The logic
was decentralization in generation to foster competition, coupled with focused
management of the grid infrastructure, which was deemed a public service and
natural monopoly requiring centralized oversight.

The restructuring plan dictated the creation of five independent power generation
groups, designed to compete with each other and with other non-state generators in
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producing electricity. Their mandate was to build and operate power plants, selling
their output into the grid. Simultaneously, the transmission and distribution assets
were to be consolidated into dedicated grid companies. The decision was made to
establish two major grid companies, broadly covering different geographic regions of
the country. This division aimed to ensure a clear separation between the businesses
of making electricity and moving electricity, fostering a more transparent and market-
oriented system where possible.

Beyond the generation groups and grid companies, the reform also spun off several
"accessory" or service companies. These entities were designed to provide specialized
services that had previously been embedded within the monolithic State Power
Corporation, such as construction, engineering, and research. The goal was to allow
these service providers to operate independently, potentially serving multiple clients
(including the new generation and grid companies) and encouraging efficiency
through market mechanisms where applicable. This fragmentation was a deliberate
move away from the 'one big entity does everything' model.

The process of dividing assets, liabilities, and personnel from the former State Power
Corporation was complex and required careful planning and execution. It involved
transferring power lines, substations, control centers, and billions of yuan worth of
assets, as well as reassigning hundreds of thousands of employees. The sheer
logistical challenge was immense, navigating the complexities of local grids, regional
power imbalances, and the need to maintain stable power supply throughout the
transition. This was not merely an administrative change but a physical
reconfiguration and redistribution of national resources on an unprecedented scale.

The political and economic context heavily influenced the design and timing of these
reforms. Ensuring national energy security remained paramount. While introducing
market principles was a goal, the state maintained ultimate control, recognizing the
strategic importance of the power sector to national stability and economic
development. The restructuring was implemented under the careful guidance and
oversight of central government bodies, ensuring that the newly formed entities would
align with national strategic objectives, including future plans for grid development
and energy policy.

The separation of generation from transmission was the cornerstone of the 2002
reform. This unbundling aimed to prevent the grid operator from favoring its own
generation assets over those of competitors, a common issue in vertically integrated
monopolies. By making the grid a common carrier, accessible to all qualified power
producers on non-discriminatory terms, the reformers hoped to stimulate investment
in new power plants and improve the overall efficiency of electricity production
through competition among generators. This was a significant step towards a more
liberalized power market, albeit one still heavily influenced by state planning and
control.

Sample from MixCache.com - The Online eBook Marketplace



SHARING STRICTLY PROHIBITED - For personal use of the licensed account only - See MixCache.com Terms of Use.

SA
MPL

E 
CO

PY

The creation of two distinct grid companies was intended to manage the vast and
geographically diverse national grid. While perhaps not introducing direct competition
in transmission (as they served different regions), it allowed for potentially different
management approaches and regional focuses. It also provided a degree of
comparison and potential redundancy in strategic planning and execution, ensuring
that the entire national grid wasn't reliant on a single operational model. This
geographical division acknowledged the different characteristics and needs of power
systems in various parts of China, from the industrialized east to the resource-rich but
less developed west.

The reformers also aimed to improve the financial health of the sector. Historically,
electricity tariffs were often kept artificially low for social and economic reasons,
leading to underinvestment in infrastructure and financial strain on power companies.
The reforms sought to create a structure where costs could be recovered more
transparently and where investment decisions were guided by clearer economic
signals, even within a regulated framework for the grid itself. The goal was a power
system that was not only physically robust but also financially sustainable, capable of
funding the massive future investments needed to meet escalating demand.

The impetus for reform was further fueled by a recognition that the existing system
was a bottleneck to adopting new technologies and integrating emerging energy
sources. While China was already a major coal consumer, there was growing interest
in hydropower and, eventually, other renewables. A more flexible and intelligently
managed grid structure was seen as essential to accommodate these diverse power
sources and optimize their contribution to the national energy mix. The old, rigid
structure was less conducive to incorporating variable renewable energy or
implementing advanced grid management techniques.

In essence, the power sector reforms culminating in 2002 were a grand strategic move
by the Chinese government to dismantle an outdated structure and lay the foundation
for a modern, more efficient, and expandable power system. It was a response to the
pressures of rapid economic growth, technological necessity, and the need for a more
sophisticated approach to national energy management. The stage was set for the
creation of the entities that would carry this vision forward, including the colossal
company that would become known as State Grid, tasked with the monumental
responsibility of building and operating the backbone of China's power infrastructure
in the 21st century.
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