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Abstract ; Since being restructured in 1998, Chinese natural gas industry has preliminarily presented its basic framework . However ,
few domestic literatures have ever been found on the research of market structure and performance in this sector. Therefore , such an
issue related to the smooth development in this industry is to be made clear. The theory of industrial organization was applied to
make an analysis of market structure optimization of the Chinese natural gas industry . First, the major factors controlling the market
structure were analyzed including the gas market concentration degree , access and entry barrier, natural gas product differentiation ,
and so forth. The result showed that the links of production and pipeline transportation belong to a high oligopolistic structure . while
the allocation and sales links are of a competitive market structure with a low concentration degree . On this basis , it was also conclu-
ded that the market performance is in a relatively low degree through being evaluated by use of some indicators such as after-tax prof-
it ratio and per capita gas output. Finally , some ideas were presented on the optimization respectively of the upstream , midstream
and downstream market structure . In the upstream market , it is important to lower the entry threshold, openly sell the bid for the
mining rights ownership , and separate the business between oil and gas . In the midstream market, it is imperative to found an inde-
pendent company running its pipeline business , establish a pipeline supervision committee , and lay down the rules of mandatory ac-
cess lo pipeline usage . In the downstream market , it is necessary to establish the regional operational efficiency evaluation mecha-
nism , determine gas price followed by the market discipline , and allow more private operators to enter this industry .

Key words : China, natural gas industry , market structure, concentration degree, supply chain, entry barrier, product differentia-

tion, structure optimization
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