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“X+1+X Structure” Reform of the Petrochemical
Industry Chain in China: An Analysis of Factors
at the Industrial Chain Level, the Enterprise Group
Level, and the Commodity Level

YANG Qiuli

Abstract

With the establishment of China Oil and Gas Pipeline Network Corporation (Pipe China)
on December 9, 2019, China’s petrochemical industry chain has been restructured into an “X
+1+X structure”. The “X+1+X structure” was formed under the concept of
diversification from the oligopoly of the three state-owned majors to various investment
entities, including private and foreign capital, in the upstream and downstream sectors of
China’s petrochemical industry chain, and concentration of the midstream sector from the
three state-owned majors to a state-owned company.

Three possible factors contributed to the formation of this structure. The first factor is
at the industrial chain level. Deregulation in 2014 expanded the number of participants in
crude oil and LNG imports upstream in the petrochemical industry chain from the three
state-owned majors to local state-owned companies and private companies. There have also
been active participants in the downstream petroleum refining, gas station, ethylene
production, and city gas industries by private companies and foreign companies. However,
in contrast to this diverse upstream and downstream participation, the midstream pipeline
business was oligopolies by the three state-owned majors, which inhibited other companies
from using the pipeline and raised doubts about its fairness. This needs to be corrected.
The second factor is at the enterprise group level. In recent years, China has seen
infrastructure business divestitures during restructuring in the infrastructure industry and
mixed ownership reforms through the listing. The creation of the Pipe china is part of this
reform. The third factor is at the commodity level. China's environmental improvement
measures and the expansion of the new energy vehicle industry are expected to reduce oil
demand. The three state-owned majors are expected to develop shale gas and expand their
participation in the new energy industry to prepare for the decline in oil demand, which
will require them to reorganize their businesses.
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