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Abstract
China’s current urban heating system was established in the planned economy period, which operated as part of the work-unit based social welfare system. Heating was then provided to urban residents as an integral part of the government or work-unit owned dormitories in which most families lived. As government owned and directly ran virtually all the heating producing enterprises and residents did not need to pay to heat their houses, there were few occasions or reasons for either the enterprises or residents to be concerned about its provision. 

Along with the market oriented economic reforms, however, this free benefit was also removed. Residents or their employers are required to pay the heat providers for using heat because government ceased to finance and manage the heat providers. Although it still retains its role for setting the prices of heat, the heat providers, which were mostly restructured into independent business companies, are expected to finance their operation through collecting fees from the users. 
In 2003 the Chinese government issued Guidelines on Demonstration Projects of Urban Heat reform. The document determined that heat reform would be piloted in 12 cities in north China, with the objective to abolish welfare heating and introduce heat metering and consumption-based heat billing. These measures were intended to establish a heat-supply system compatible with the market economy, and to raise consciousness for heat consumption and energy conservation. Meanwhile, the central government attached great importance to the impact of heat reform on low-income and poor people, and regarded it as crucial for urban economic development and social stability. It requires local government to find effective ways to mitigate the effects of the reform on them. Local government designed various policies accordingly.

Based on a household survey and in-depth interviews with residents and key informants conducted in four cities in China in November and December 2004, this study is aimed to measure the impact of the current heat reform on low-income and poor people and to evaluate the effectiveness of the social mitigation policies adopted by local governments for poor households. Specifically, the study will estimate the affordability for heat fees for various income groups, and compare the effects of the mitigation measures, and to make policy recommendations based on the results. 
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