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n conjunction with strong

economic growth and social

improvements over the past

two decades, the Peoples

Republic of China (PRC) has
witnessed unparalleled levels of urbaniza-
tion. Estimates indicate that by the year
2015, the PRC will comprise over 4,000
cities, corresponding to a rise in the urban
population from the current level of 36
percent of the total population to
approximately 55 percent. For a nation with
an existing population approaching 1.3
billion, this magnitude of urbanization is
globally unprecedented.
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Environmental Consequences
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Urbanization is however placing significant
demands on urban infrastructure, particu-
larly the water and wastewater sectors.
Water is in short supply in the PRC,
especially in the north, and the current
exploitation of surface and groundwater
resources is a major concern.
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Wastewater discharges are also
resulting in significant environmental
pollution, particularly to the river systems
and aquifers. Throughout the 1990s, the
percentage of heavily polluted rivers rose
from approximately 30 percent to nearly 50
percent, although total wastewater
treatment remained at only a fraction (less
than 10 percent) of total water supply
capacity. Accelerated urbanization was
outpacing the ability to control pollution,
which increasingly threatened valuable water
resources and the natural environment.
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Government-Led Response
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In response, the Government implemented
key environmental policies in order to
progressively improve wastewater manage-
ment and reduce environmental pollution.
This included the formalization of regula-

tory standards to control wastewater
discharge and effluent quality, and
progressively prohibit discharges of
untreated wastewater into the environment.
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Dramatic improvements are being
achieved as a direct result of the Govern-
ment initiatives, notably through the
construction and operation of wastewater
treatment plants and transmission systems.
Currently, there are approximately 400
wastewater treatment plants in the PRC,
and over 250 are currently being commis-
sioned. This is resulting in a significant
increase of treated wastewater, which
currently is estimated at approximately 35
percent of the total, a seven-fold increase
from a decade ago.
BURFGIETE CRFRIR TS AR AL BL) Rk REMEE
) Frilski EEA R SRR B . B
i AR T K2 400 FEIGKANEE) T, A
ABIE 250 M ETER B o IXEIHT KA RE
TARKE R, AT 35%, £ 10E[MMH 7 5.

As a consequence, wastewater sector
investment has risen five-fold over the past
decade, and is set to continue over the
medium-term at the current capital
investment level of over Yuan 15 billion per
year. At this scale of investment, the
Government has recognized that strength-
ened financial management systems are
crucial to secure appropriate levels of
financing, provide for adequate cost
recovery and ensure longer-term financial
sustainability. In line with parallel water
sector reforms, there is also a recognized
need to progressively transfer the principal

wastewater funding mechanism from
central and municipal government sources
to localized, user-pay tariff modalities. This
is particularly advantageous for the
financing of large investment projects, and
provides a way to achieve progressively
higher levels of cost recovery and multi-
channel investment.
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The Need for Tariffs and
Financial Management Reforms
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It is estimated however, that only 300 of
the 667 cities of the PRC currently
implement wastewater tariffs, and of these,
only a few are able to achieve full cost
recovery. At the local government level,
there is a need to strengthen the legal
basis and regulatory frameworks for tariff
implementation, and also to formalize
procedures for tariff application, review,
approval and regulation. Greater public
involvement and awareness is also
necessary, as is the need to ensure access
and affordability for the poor.
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National Tariff Guidelines and
Calculation Methodologies
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In response, the Ministry of Construction
and other Chinese Government agencies, in
conjunction with the Asian Development
Bank, have developed a series of draft tariff
and financial management reform recom-
mendations in order to significantly
improve urban wastewater management in
the PRC. These include draft national
guidelines for wastewater tariffs and
calculation methodologies, together with a
comprehensive package of financial,
economic, social and administrative reform
recommendations.
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The draft national tariff guidelines are
based on applicable laws and regulations,
and aim to strengthen the management and
financing of urban wastewater systems,
accelerate infrastructure development and
protect the rights and benefits of the
people and enterprises. The guidelines
mandate the establishment of tariffs for
every urban wastewater discharger in order
to ultimately achieve full cost recovery
associated with the construction, opera-
tion, maintenance and management of
wastewater systems and treatment
facilities. In the future, wastewater tariffs
are to be classified as a business service
fee, based on the “Polluter Pays” principle,
and designed to generate adequate
revenues to sustain wastewater utilities in
the longer term.
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The recommended tariff structure is a
volume-related usage charge, based initially
on metered water consumption for every
customer, with a transition over time for
industrial and selected commercial discharg-
ers to a two-part tariff structure relating to
wastewater volume and pollution loadings.
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Also stipulated in the draft guidelines
are necessary wastewater charging
requirements, methodologies for tariff
collection and adjustment, the manage-
ment and supervision of wastewater
charges, and penalties for non-compliance,
non-payment and tariff misuse. In
addition, tariff calculation methodologies
have been formulated, in order to guide
cities in the formulation of appropriate
tariff structures.
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An international country review has
also been completed, which reviewed
wastewater tariffs and institutional
arrangements in eight selected nations,
drawing relevant conclusions having regard
to the circumstances found in the PRC.
Other guidance documents have also been
developed, including guidance for private
sector participation in the sector, tariff
approval procedures, and alternative cost
recovery mechanisms. Four case study cities
have also been assessed in order to
evaluate wastewater tariff options and
propose wastewater tariff structures in
these cities. These include Chongging,
Zhangjiakou, Tangshan and Changzhou.
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In summary, the draft guidelines,

tariff calculation methodologies and reform
recommendations are designed to optimize
the cost recovery of capital investments,
operation and maintenance and administra-
tion needs, and encourage multi-channel
and private sector intervention in
wastewater management. Once approved,
the implementation of the recommenda-
tions will significantly strengthen govern-
ment institutions and functions, improve
wastewater cost recovery and efficiency,
progressively reduce service provider
reliance on government subsidies, protect
consumer rights, and promote water re-use
and conservation.
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Proposed Action F7EhE)

The Ministry of Construction of the Chinese
Government is currently in the process of
submitting the draft national tariff
guidelines to the PRC State Council for
approval, following which all levels of
government will be required to implement
the guidelines. It is also envisioned that
the associated institutional, financial and
other recommendations will be imple-
mented to further support effective tariff
reform and improve sector sustainability.
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The draft national tariff guidelines, tariff
calculation methodologies and associated
recommendations can be accessed on the
following website;
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www.adb.org/documents/prcwastewatertariffs.htm



For Further Information, Visit our Website;
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