China’s coal demand is becoming more price elastic
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China’s use of coal is a major contributor to local and global environmental problems. In this
paper we estimate the price elasticity of demand for coal in China using a panel of province-
level data for the period 1998-2012. Our results indicate that coal demand was insensitive to
price in the early years of our panel, but has become more price elastic over time as the sector
and China’s economy have become increasingly marketized. The coal price elasticity of
demand in China is currently in the range -0.4 to -0.8 when responses over a two-year period
are considered. The results imply that price-based approaches are becoming an increasingly
relevant policy option for reducing China’s emissions from coal. We estimate that the
elimination of coal consumption subsidies in China would reduce coal use and related

emissions by around 2%.
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