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L. CURRENT DEVELOPMENT TRENDS AND ISSUES
A. Recent Political and Social Developments

1. In March 2005, the National People’s Congress of the People’s Republic of China (PRC)
stated that the country’s medium-term development goal is to achieve sustainable growth that is
balanced and equitable to the society. The 2005 targets are: (i) to manage gross domestic
product (GDP) growth to around 8%, (ii) to create 9 million new jobs and keep the registered
urban unemployment rate below 4.6%, (iii) to keep annual inflation below 4%, and (iv) to maintain
a sound balance of payments. To achieve these targets, the Government will continue to
implement macroeconomic measures to manage growth, stimulate reforms to further open up the
economy, and strengthen social development to build a harmonious society. A tighter fiscal policy
will include, among others, reducing the budget deficit. Treasury bonds will be used to support
rural and agricultural development, social development, and ecological and environmental
protection, which are key areas in the Government’s development agenda. Various measures are
proposed, including abolishing agricultural taxes, extending social protection to migrant workers,
and reducing the cost burden of compulsory education for children in poor regions.

B. Economic Assessment and Outlook

2. Despite the Government’s macroeconomic tightening measures to prevent overheating of
the economy in 2004, GDP growth still increased from 9.3% in 2003 to 9.5% in 2004 to reach
$1.65 trillion. The manufacturing sector experienced a slower growth than in 2003, while the
agriculture and service sectors expanded much more quickly than in previous years. Most
noticeable was the increase in farmers’ income, which was the highest since 1997, as a result of
rising grain prices and the Government’s pro-rural development policies. The Government’s
support to the agriculture sector has had a positive impact on reducing both rural poverty and the
income gap between urban and rural residents. Foreign trade maintained robust growth in 2004,
with total trade volume exceeding $1 trillion, the third highest in the world. Facing pressures from
major trade partners and market speculation on renminbi (Chinese yuan) revaluation, the
Government has indicated its commitment to gradually introduce a more flexible exchange rate.’

3. The assessment of the Asian Development Bank (ADB) is that the PRC will probably
achieve a soft economic landing during 2005-2006. The Government’s balanced development
strategy and continued macroeconomic controls are expected to slow GDP growth to an
estimated 9.2% in 2005 and 8.8% in 2006. Hampered by bottlenecks in energy and
transportation, tightened controls on land use, and reduced levels of investment, growth in the
manufacturing sector will gradually slow down. The Government’s support to the agriculture and
service sectors will benefit job creation and poverty reduction. Inflation is projected to drop from
3.9% in 2004 to 3.6% in 2005 and to 3.0% by 2007. Notwithstanding the Government’s efforts to
sustain economic growth at a manageable level and to ensure balanced urban and rural
development, several challenges lie ahead: (i) maintaining the desired rural income growth, (ii)
creating enough jobs to absorb the surplus rural labor and workers from defunct state-owned
enterprises, (iii) encouraging the development of small- and medium-sized enterprises (SMEs),
(iv) speeding up banking reforms, (v) enhancing energy conservation, and (vi) improving
environmental protection.

C. Implications for Country Strategy and Program

4. While political and economic developments since finalization of the PRC country strategy
and program (CSP, 2004-2006) indicate that ADB’s strategic objectives and operations in the

' on 21 July 2005, the PRC revalued the renminbi by 2% from 8.28 to 8.11 per US dollar, and allowed the renminbi to
float in a tight 0.3% band against the US dollar and a 1.5% band against other foreign currencies instead of being
fixed to the US dollar.
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PRC remain valid, the country’s rapid economic development and its growing importance as a
driving force of the global and regional economies will require ADB to coordinate closely with the
Government to ensure that ADB will continue to be relevant and to add value to the country’s
future development.? ADB’s operations in the PRC must balance the objectives of (i) deepening
the impact on poverty reduction which is at the core of ADB’s development agenda and directly
related to the achievement of the Millennium Development Goals (MDGs), and (ii) effectively
responding to the Government’s request for ADB support for the country’s development objective
of maintaining steady and rapid growth while building a harmonious society through enhancing
cooperation in infrastructure development, environmental protection, agriculture and natural
resource management, social sector development, private sector development, and regional
cooperation.? The Government’s current focus on social sector development and financial sector
reforms and the recent decentralization of its investment system* provides opportunities for ADB
to strengthen its partnership with the PRC and to diversify its operations to respond to the
country’s development challenges (para. 3).

5. Currently, Government policies to use budget resources and concessionary loans for the
nonrevenue-generating social and poverty reduction sectors limit expanding ADB’s lending
operations in these sectors.® ADB'’s Strategy and Policy Department’s Study on middle-income/
ordinary capital resources countries partnership framework and the Regional and Sustainable
Development Department’s innovation and efficiency initiatives have identified a range of
innovative measures, including flexible lending methods, that would help strengthen ADB’s role
as an effective development partner in the PRC. ADB is working with the Government to explore
new areas of operation for ADB, and providing support to the Government on strengthening the
national development planning process and preparation of the 11" Five-Year Plan (FYP, 2006-
2010).° This will ensure ADB’s future program is designed in line with the Government's
development priorities and ADB’s poverty reduction objective and reform agenda.

Il IMPLEMENTATION OF THE COUNTRY STRATEGY AND PROGRAM
A. Progress in Poverty Reduction

6. The PRC has made remarkable progress in poverty alleviation, reducing the number of
rural poor (using the official poverty line of CNY668 per capita per year in 2004) from roughly 250
million in 1978, to 85 million in 1990, and 26 million in 2004. The population living below the
international standard of $1 per day (using purchasing power parity) fell from 374.8 million (33%
of the population) in 1990 to 211.6 million (16.6% of the population) in 2001.” Progress is also
evident in several non-income aspects of poverty, with the PRC poised to achieve MDG targets
for maternal health and primary education (Appendix 1, Table A1.1). However, the efficacy of

2 ADB’s CSP is summarized in Section Il B. ADB is working with the Government on a study to identify new strategic

and operational directions for ADB that are pertinent to the emerging development priorities of the PRC.
3 At the meeting between the PRC President Hu Jintao and ADB President Haruhiko Kuroda in April 2005, the PRC
leader encouraged ADB and the PRC to enhance cooperation in (i) expanding the scope of loans from the current
concentration on infrastructure construction to cover agriculture, public health, education, and environmental
protection; (ii) fostering regional and subregional cooperation; and (iii) strengthening partnership in poverty reduction
and development in developing nations.
PRC State Council. 2004. Decision on Reform to Investment Approval System. Beijing. The Order includes, among
others, delegating more investment approval authority to the local governments.
Government policies require executing agencies to be responsible for repaying ADB loans. Using ordinary capital
resources lending for health, education, or direct poverty reduction projects, which have limited financial returns is
perceived to add financial burdens to the executing agencies and users.
ADB. 2004. Technical Assistance to the People’s Republic of China for Exploring New Areas of Operation. Manila;
ADB. 2003. Technical Assistance to the People’s Republic of China for Capacity Strengthening of PRC’s National
Development Planning Process. Manila; ADB. 2005. Technical Assistance to the People’s Republic of China for
Support for the Preparation of the 11" Five-Year Plan. Manila.
2001 is the latest available year calculated by the World Bank. See also footnote 9.
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growing government resources for poverty alleviation appears to be declining.? More targeted and
innovative approaches are needed to simultaneously address (i) persistent absolute poverty,
increasingly concentrated in hard-to-reach groups (e.g. remote communities and the elderly and
disabled); and (ii) the vulnerability of a large population living on the brink of poverty®. Likewise, it
is unclear whether the PRC will achieve the MDG targets for gender equity and environmental
sustainability, and it will fall short of those related to child mortality, human immunodeficiency
virus/acquired immunodeficiency syndrome (HIV/AIDS), and access to safe drinking water and
sanitation in the rural areas unless there are dramatic improvements.

7. The Government announced in 2004 three key tools for rural poverty reduction in the
next few years. These are (i) integrated village-level poverty reduction and development
planning," (ii) skills training for potential out-migrants from poor rural areas, and (iii) development
of local enterprises, typically in agro-industry. While increasing incomes of farmers will remain the
focus of the Government’s “development-based poverty alleviation” strategy, new “social rescue”
approaches are being explored to assist poor people who lack productive capacity. This in part
reflects a policy dialogue emerging from ADB-financed studies '> and a policy paper on
establishing a rural minimum living standard protection system.

8. Aligned with the Government's poverty reduction efforts, the majority of ADB lending,
particularly for infrastructure, targets the central and western provinces—which contain 84.5% of
the PRC’s poor—to support inclusive and pro-poor economic growth. ADB will continue to work
with the Government to sharpen its fight against poverty and to achieve the MDGs, including
policy work in such areas as social protection, strengthening the role of nongovernment
organizations in poverty reduction, and cooperating with the World Bank and other partners to
advance policy dialogue on the changing nature of PRC poverty."® ADB technical assistance (TA)
is addressing poverty-related issues in rural finance, health, public nutrition, basic education, land
degradation, energy, and rural access to safe drinking water and sanitation.

B. Progress in the Country Strategy and Program Focus Areas

9. The strategy for assistance and operations in the 2004-2006 CSP is based on four PRC
development objectives: (i) promoting equitable and inclusive growth, (ii) making markets work
better, (iii) improving the environment, and (iv) promoting regional cooperation. Promoting
equitable and inclusive growth is the main strategic focus for reducing poverty and income
disparity. It is being promoted through assistance for agriculture and rural development,
infrastructure development to poor and remote provinces, and social development. Making
markets work better is being achieved through fiscal consolidation, improving physical and
information access to markets, and private sector development. Improving the environment
includes assistance to reduce land, air, and water pollution, and to protect scarce natural
resources that are essential for human development. Promoting regional cooperation has helped
to address poverty, since the poor are disproportionately represented in border areas. Although
ADB’s operations have contributed to the Government's long-term development objective to

8 The number of poor actually rose by 800,000 from 2002 to 2003, and it is unclear if progress in 2004 (a decline of 4.0
million, partly due to grain production subsidies, price swings, and falling agricultural taxes) can be sustained.

° In 2004, in addition to 26.1 million absolute poor (based on the CNY668 official poverty line), 49.8 million persons
were classified as non-poor but living on per capita income below the officially defined "low-income" threshold of
CNY924, which is very roughly equivalent to the $1 per day standard.

Remarks by national leaders at the National Poverty Alleviation and Development Working Conference held in
November 2004.

The Government has largely adopted approaches developed under TA 3610 (ADB. 2000. Technical Assistance to
the People’s Republic of China for Preparing a Methodology for Development Planning in Poverty Blocks under the
New Poverty Strategy of the PRC. Manila.).

ADB. 2003. Technical Assistance to the People’s Republic of China for Policy Study on Poverty Reduction
Strategies-Trends, Challenges and Future Directions. Manila. (TA 4222)

This includes ongoing analysis to augment and update ADB. 2004. Poverty Profile of the PRC. Manila.
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establish a balanced and harmonious society by maintaining steady economic growth, ADB’s
financial assistance is modest considering the PRC’s size, its needs, its own investment program,
and private sector investments. Stronger support in strategic sectors and wider dissemination of
innovation, good practice, and demonstration effects of projects and knowledge products are
essential to leverage and maximize the development impact of ADB’s financial assistance.

10. Preparation of PRC operations has drawn on the lessons learned from ongoing and
completed projects, policy-oriented technical assistance and other knowledge products, the
poverty partnership agreement, and regional cooperation initiatives. Various stakeholders,
including the central and selected provincial governments, the private sector, nongovernment
organizations, and other funding agencies have been consulted in the preparation of the country
strategy and program update (CSPU). The impacts of ADB’s operations are being monitored
according to the updated results-based development framework, which was first developed in the
last CSPU (Appendix 2).'* Developments on specific strategic and thematic aspects of the CSP
(2004-2006) and the CSPU (2005-2007) are summarized below.

1. Promoting Equitable and Inclusive Growth

11. The primary thrust of ADB’s operations in the PRC is to help reduce poverty through
promoting pro-poor equitable and inclusive growth. In this regard, ADB’s lending and nonlending
assistance in 2006—2008 will continue to focus on reducing the inequality between the coastal
and interior provinces and the income gap between the urban and rural populations through
supporting road and railway infrastructure to underdeveloped consumer markets, strengthening
agriculture development in interior provinces, providing electricity to rural areas, supporting
integrated water resource management to minimize damage from droughts and floods in poor
provinces, and protecting the fragile ecosystems that many of the rural poor depend on for their
livelihoods. The financing of transport projects will be underpinned by policy studies on rural
transport services. Investments in water resource management projects will be supported by
studies on rural water management reform. Other knowledge-based products that have direct and
indirect impacts on pro-poor growth include ongoing work on agriculture taxation, town-based
urbanization, distance learning in poor areas, safe drinking water for the poor, rural financial
system reform, HIV/AIDS prevention on road projects, and financing compulsory education.

12. While the diversification of the lending portfolio to include more agriculture and rural
development and environmental protection projects in the pipeline is encouraging, the
Government has reiterated that concessionary lending terms are required for social sector
projects such as education and health. ADB regularly explores with the Government innovative
approaches to using ADB loans for social projects. ADB is actively seeking opportunities to
cooperate with development partners in financing social sector projects in the PRC. ADB will
intensify discussions with the Government with the aim of achieving breakthrough and to ensure
that ADB’s future operations will be in line with the 11" FYP.

2, Making Markets Work Better

13. Sustaining steady economic growth is crucial to poverty reduction. The Government
accords high priority to expediting the PRC’s transition to a market economy as the basis for
growth and job creation. Although the market environment has improved significantly for private
sector development, with the formulation of many new laws and regulations, improvements are
still required in the areas of law enforcement and governance. ADB has undertaken various joint

" The updated results framework has incorporated comments and suggestions from the Board of Directors during the
discussion of the CSPU in 2004. The PRC Resident Mission is coordinating with the World Bank and other
development partners in developing a new results-based framework with sector-specific performance indicators for
the next CSP to assess the progress and quality of the PRC program in addressing strategic objectives.
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initiatives with the Government to change the legal, fiscal, policy, and regulatory environment to
promote public administration reforms and expand the role of the private sector.” ADB will
continue to support the Government’'s effort in these areas in its 2006—2008 program. Tariff
reform and the conversion of public utility enterprises to commercial principles will remain
important objectives for infrastructure projects. Knowledge-based assistance will consist of
promoting the rule of law, including support for drafting of the competition, bankruptcy, company
and social security laws; supporting financial sector reform, including bond market development
and systems for managing bank risks; and strengthening SME development and finance.

14. Improving governance is a key Government policy to ensure sound internal and external
development management. Additional steps are being undertaken to control fraud, misuse of
funds, tax evasion, false financial statements, and irregular bank lending. ADB strongly supports
the Government’s fight against corruption and its efforts to strengthen governance. The ADB
Office of the Auditor General is undertaking a review of the audited financial statements related to
ADB-financed projects in the PRC to detect any irregularities. ADB will continue to provide
training to government officials on how to detect procurement fraud and corruptions. Nonlending
assistance will include helping the Government to strengthen its project inspection system.® In
April 2005, the PRC became a member of the Asia-Pacific Initiative for Combating Corruption
sponsored by ADB and the Organization for Economic Co-operation and Development, reflecting
the country’s commitment to fight corruption and support regional anticorruption efforts.

3. Improving the Environment

15. Despite the Government’s ongoing efforts to control air, water, and land pollution,
environmental degradation continues to be a problem that counteracts economic progress."’
Rapid growth has outpaced environmental protection and many cities are still polluted.
Environmental degradation has also depleted natural resources such as arable land and water
resources used by the rural population, particularly the poor. The Government recognizes the
strong correlation between poverty and the environment and has introduced strict regulations to
control unjustified conversion of farmland for construction, as well as suspending projects that did
not comply with the relevant environmental laws. It has asked for ADB’s continual support in
protecting and improving the environment. The 2006-2008 program will cover soil and water
resource management (e.g., protecting the Qinling mountain ecosystem, Hai River, and
Baiyangdian Lake); urban environmental improvement (e.g., achieving 60-70% wastewater
treatment rate in Nanning, Wuhan, and Nanjing); and clean energy and energy conservation
development (e.g., developing cleaner forms of energy, promoting efficient energy use and
renewable energy, and reducing emissions that contribute to global warming).'® TA support
(e.g., rural water resource management, interprovincial acid rain control, and strengthening
provincial environment legislation) will ensure that ADB knowledge products will have a strategic
impact on improving environmental policies and regulations. The PRC's partnership with the
Global Environmental Facility (GEF) on land degradation in dryland ecosystems was prepared by
ADB and this has enabled ADB to work with the Government to combat land degradation through
the GEF Operational Program 12 in such areas as integrated ecosystem management and
dryland farming through project financing and capacity building.

> ADB. 2004. Technical Assistances to the People’s Republic of China for Strengthening of the Statistical System of
the China Banking Regulatory Commission. Manila: ADB. (TA4349)

ADB. 2004. Technical Assistances to the People’s Republic of China for Development of SME Credit

Guarantee Companies. Manila: ADB. (TA4350)

ADB. 2004. Technical Assistances to the People’s Republic of China for Competition Policy and Laws.
Manila: ADB. (TA4529)

'® ADB. 2005. Strengthening the Key Project Inspectorate Il. Manila.

7 According to estimation by the State Environmental Protection Administration, the PRC’s average annual GDP
growth during 1985 and 2000 would drop by about 2% if environmental costs were deducted.

'® ADB and Shankxi province entered into a long-term energy-environment partnership in 2004.




4. Promoting Regional Cooperation

16. The PRC's economic successes are having a profound effect on Asia and the Pacific
region. Countries are learning the advantages of reforming the legal system to attract foreign
investment, and of balancing debt with equity. Demand from the PRC has strengthened
economies in the region and helped improve the terms of trade for raw material producers. At the
same time, the PRC has benefited from adopting institutional practices modeled on those of other
countries in the region and beyond, including investment regulations, economic development
strategies, competition policy, laws, and standards. The Government encourages continual
collaboration with ADB in knowledge sharing and regional cooperation. In this regard, the PRC
has established a trust fund in ADB to support regional cooperation in poverty reduction.” The
PRC is actively participating in ADB’s initiatives in (i) the Greater Mekong Subregion (GMS) in
Yunnan province and Guangxi Zhuang Autonomous Region; (ii) the Central Asia Regional
Economic Cooperation (CAREC) in Xinjiang Autonomous Region; and (iii) PRC-Mongolia
Subregion in the Inner Mongolia Autonomous Region. Improving cross-border trade, transport,
and environmental protection will improve the livelihood of the poor living in the border areas.
ADB’s contributions in this area include five loans totaling $827 million and nine TA projects
totaling $4.7 million to support projects in the PRC. Transport projects helped improve trade and
tourism between Yunnan and neighboring countries in the GMS and regional TA projects have
assisted Yunnan to prevent HIV/AIDS and fight poverty. ADB is undertaking a study on the
integration of Guangxi into the GMS and potential cooperation in such areas as use of seaports,
participation in the regional power grid, and development of economic corridors. ADB supported
the Second GMS Summit hosted by the PRC in July 2005.2° ADB is also supporting the CAREC
member countries and their neighbors to strengthen regional cooperation in trade and transport.?’
ADB will continue to discuss strengthening trade and transport coordination with the Government
and to include projects related to regional cooperation in the GMS and CAREC in the future
program. ADB is working with the PRC to support regional cooperation on combating dust and
sandstorms in Northeast Asia.?

5. Private Sector Development and Operations

17. The PRC believes the private sector has the greatest potential to become the driving force
for the country’s long-term economic growth and job creation. However, in spite of its rapid
development, the private sector still faces many constraints, such as unclear private property
rights, market entry barriers, high taxation for domestic private enterprises, lack of transparency,
and inadequate access to financial services. There remains a strong demand for assistance to
strengthen the private sector. ADB public sector lending and TA programs have helped address
policy impediments and create an enabling environment for private sector development. ADB will
step up efforts to promote private sector operations and innovative public—private partnerships.
Future public—private partnerships may include ADB assistance for the listing of equity of ADB-
financed projects (e.g., highway projects in Jilin and Hunan provinces) and/or subcontracting of
operations and maintenance services to the private sector.

' The PRC Government contributes $20 million to the PRC Fund for Regional Cooperation and Poverty Reduction
(2005-2009) to support poverty reduction initiatives in developing countries in Asia.

2 The Kunming Declaration issued by GMS leaders at the Second GMS Summit called upon ADB to play a larger role
in strengthening regional cooperation in the GMS and to support higher levels of resource and knowledge transfer to
the GMS countries.

21 ADB. 2004. Regional Technical Assistance for Central Asia Regional Cooperation in Trade, Transport, and Transit.
Manila (RETA6184). Through this regional TA, ADB is assisting the Shanghai Cooperation Organization, which
comprises PRC, Kazakhstan, Kyrgyz Republic, the Russian Federation, Tajikistan, and Uzbekistan, to reduce
barriers to inter- and intra-regional trade and transport.

22 ADB. 2004. Regional Technical Assistance for Prevention and Control of Dust and Sandstorms in Northeast Asia.
Manila. The PRC Government supports the outcome of the TA and has agreed to consider a follow-on project.



18. ADB’s private sector operations in the PRC have focused on the infrastructure and energy
sectors,? the financial sector,?* and environmental improvements. ADB plans to substantially
increase its private sector operations in the PRC and to raise local currency resources through
renminbi-denominated bonds. In the infrastructure and energy sectors, ADB prioritizes pioneering
projects with innovative contractual and financial structuring to encourage private sector
participation, enhance management expertise, and improve corporate governance. ADB
promotes commercialization, privatization, and private-public partnerships by assisting technology
and management transfer to local entities currently owned by the public sector through
acquisition, rehabilitation, or expansion projects. While most infrastructure investments will
probably be in the coastal provinces, efforts will be made to identify projects in the central and
western regions. In the financial sector, ADB helps strengthen banks and other financial
institutions to better mobilize resources and manage risk. ADB also supports SMEs through
equity investments in regional investment funds.?® ADB is working closely with the Government to
provide further assistance to the growing SME sector and to use more innovative approaches in
forming private-public partnerships. Equity infusions in selected financial institutions such as
banks, leasing companies, secondary mortgage agencies, and credit guarantee companies are
being considered to promote financial sector reform and good corporate governance.
Securitization (mortgage and other assets), municipal finance, and trade finance are potential
new areas that will be explored. For environment improvements, ADB supports clean-
development-mechanism (CDM)-related projects, sponsored mainly by private sector developers,
under the Kyoto Protocol as well as existing carbon credit markets.

C. Highlights in Coordination of External Funding and Partnership Arrangements

19. The Government and many other development partners’ strategic concerns are poverty,
governance, the environment, and western region development, which are also core areas in the
CSP. This convergence of interests represents an opportunity to deepen collaboration with other
development partners. ADB coordinates with major external funding agencies through the PRC
Resident Mission.? Initiatives to promote coordination include regular meetings of an informal
development partners group?” and roundtable meetings on specific subjects such as the
environment, governance, law, and energy. The Resident Mission participates in meetings and
seminars, disseminates information on ADB operations, and exchanges information on projects
funded by development agencies and their respective country strategies. ADB is closely
coordinating with the World Bank on its pilot program to use the PRC country safeguard systems.

20. ADB and the Department for International Development of the United Kingdom support
poverty reduction in the PRC through a specific component of the Poverty Reduction Cooperation
Fund. To date, 14 TA projects have been approved for a total of $8.1 million. In partnership with
GEF, ADB is a leader among partner agencies in combating land degradation in the PRC. The
World Bank and the International Fund for Agricultural Development have used the grant funds
under the PRC-GEF Partnership on Land Degradation in Dryland Ecosystem to cofinance dryland
ecosystem management projects. In 2005, GEF funded $12.14 million for the Sanjiang Wetlands
Protection Project. ADB is collaborating with the United Nation Environmental Program to jointly

% ADB supported the first internationally competitively bid build-operate-transfer water supply project in the PRC.

2 This includes equity investments in domestic banks, nonbanking financial institutions such as SME credit guarantee
companies, and contribution to investment funds (including those that support SMEs). ADB has worked to improve
governance in the financial institutions where it invested.

%5 ADB. 2005. Lombard Asia Il L.P. Manila. About 35% of the fund is to support medium-sized enterprises in the PRC.

% Some bilateral donors are reducing their aid programs due to the PRC attaining lower middle-income country status.
These include Japan, Italy, Netherlands, and United Kingdom. The reduction in bilateral programs will make it more
difficult to mobilize concessionary funds.

2" The local donor coordination group includes representatives from Australia, Canada, Germany, Italy, Japan, United
Kingdom, ADB, the Ford Foundation, the United Nations Development Programme, and the World Bank.
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support a biodiversity management project in the Shaanxi Qinling Mountain using cofinancing
from GEF. The German development assistance through Kreditanstalt fir Wiederaufbau is
interested in cofinancing wastewater treatment and solid waste management projects. The
French Development Agency and other bilateral agencies have expressed interest in cofinancing
clean energy and environment improvement projects. Collaboration with other partners is
continuously being explored (Appendix 1, Table A1.5).

. PORTFOLIO MANAGEMENT ISSUES
A. Portfolio Performance

21. The PRC portfolio is ADB’s second largest and one of the best-performing. There was no
project rated “at risk” in 2004, compared with 14.1% ADB-wide. The contract award ratio
increased from 14.9% in 2003 to 19.1% in 2004, higher than the ADB-wide average of 17.4%.
However, the disbursement ratio in 2004 was only 16.9%, lower than the ADB-wide average of
17.7%. This could be attributed to a record lending of nearly $1.5 billion in 2003, all of which
became effective in 2004, resulting in a large amount available for disbursements in 2004.
Compliance with submission of audited financial statements improved significantly in 2004, with
95% of the projects achieving full compliance and 5% complying late. Compliance with loan
covenants for almost all projects was rated as highly satisfactory or satisfactory. Project start-up
delays and some extension of loan closing dates continue to be problem areas in the portfolio.

B. Performance Monitoring and Evaluation

22. The 2004 portfolio performance and key portfolio issues were discussed in the midterm
country portfolio review concluded on 1 April 2005. This resulted in an updated joint Government-
ADB action plan to improve ADB’s PRC portfolio performance. Since the last review in June-July
2004, several of the jointly agreed actions have been implemented, including (i) training on
project preparation procedures and guidelines and ADB’s guidelines on procurement and use of
consultants; (ii) delegating additional projects to the Resident Mission for administration; (iii)
increasing support to implementing agencies on environmental and social safeguard compliance;
and (iv) a review of the disbursement operations in the PRC loan portfolio and a review of the
PRC water supply, sanitation, and waste management projects. Training programs for
government counterparts will continue. ADB and the Government will continue to regularly
monitor the status of implementation of the action plan and the overall portfolio performance.

V. COUNTRY PERFORMANCE AND ASSISTANCE LEVELS
A. Proposed Lending Level

23. The CSPU has programmed total loan assistance of $4.5 billion for 2006—2008 (excluding
subregional projects), amounting to annual average lending of about $1.5 billion. Of this, 47.6% is
for transport projects, 20.0% for agriculture and natural resource projects, 14.8% for social
infrastructure projects, 12.0% for energy sector projects, and 5.6% for multisectoral projects.?®
About 85% of these projects will be located in the central and western provinces. In view of the
size of the PRC’s needs, its absorptive capacity, and its consistently satisfactory project
implementation record, the level of lending assistance is appropriate for ADB to continue to play a
relevant and effective role in working with the PRC to achieve equitable growth and attain the
MDGs. Appendix 1, Table A1.10 contains the 2006—2008 lending program.

% Multisector projects comprise a combination of two or more sectors, including natural resource management,
environmental protection, urban water and wastewater, and urban transport.



B. Nonlending Program

24, The annual nonlending program amounts to around $11 million annually for the period
2006-2008 (Appendix 1, Table A1.11). In view of the wide range of strategic issues and TA
funding constraints, the focus of the nonlending program has been sharpened through greater
selectivity and prioritization to meet the needs of the PRC. TA projects will focus on operational
support and policy-related and knowledge-based products. Operational support will include
transport, energy, land management, water supply and wastewater treatment, urban
development, education and health, and environment. Policy-related and knowledge-based
products will cover support for policy reform and deepening the impact of ADB lending projects,
financial sector reform, law and development, fiscal reform, and support to education and health.

25. ADB has taken several initiatives to improve the efficiency of TA implementation and to
enhance TA ownership by executing agencies (EAs). The first advisory TA award program, which
identified five TAs for their outstanding performance, has received strong support from the EAs.
An advisory TA project on policy reform support that aims to provide quick responses to policy
changes that are high on the Government’s agenda has been well received by the Government.
The TA is timely and relevant, and has produced valuable outputs for the clients. The
Government has asked for it to become an annual project.

C. Summary of Changes to Lending and Nonlending Program

26. Compared with the CSP (2004—-2006) lending program (61% of the lending volume for
transport, 10% for agriculture and natural resources sector, 10% for energy, 15% for social
infrastructure, and 4% for multisectoral projects), the 2006—2008 lending program is spread more
evenly across sectors (para. 23 and Figure 1). The updated 2006 nonlending program remains at
26 TA projects, while the total budget has been reduced from $13 million in the last CSPU (2005—-
2007) to $11 million. Changes in the lending and nonlending program compared with the last
CSPU are shown in Appendix 5, Tables A5.3 and A5.4. The Government has recently supported
in principle using sector lending for projects with a large number of subprojects and where sector
policies and investment plans are in place and the EAs are committed and capable.?

0% Figure 1: Sectoral Distribution of ADB Lending to the PRC
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Source: Asian Development Bank

% Henan Wastewater Management and Water Supply (2005 loan); Hunan Flood Management (2006 loan); and
potentially Guiyang Integrated Resources Management (2006 loan).
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COUNTRY AND PORTFOLIO INDICATORS, AND ASSISTANCE PIPELINE
Table A1.1: Progress Toward the Millennium Development Goals and Targets

Goals and Targets Country Status

Goal 1: Eradicate Extreme Poverty and Hunger

Target 1: Halve, between 1990 and 2015, the proportion e  Rural population below $1 per day: 31.3% in 1990; 16.6% in
of people whose income is less than $1 a day 20012

Target 2: Halve, between 1990 and 2015, the proportion e Prevalence of underweight children under ages 5: 17.4% in
of people who suffer from hunger 1990; 14.3% in 2002°

Goal 2: Achieve Universal Primary Education

Target 3: Ensure that, by 2015, children everywhere, e Net primary enroliment ratio: 97.4% in 1990; 98.6% in 2002

boys and girls alike, will be able to complete a full course e  Youth literacy rate: 95.3% in 1990; 97.9% in 2001
of primary schooling

Goal 3: Promote Gender Equality and Empower

Women

Target 4: Eliminate gender disparity in primary and e Ratio of girls to boys in primary education: 86% in 1990;
secondary education, preferably by 2005, and in all 90% in 2002

levels of education no later than 2015 e Ratio of girls to boys in secondary education: 85% in 2002
Goal 4: Reduce Child Mortality

Target 5: Reduce by two thirds, between 1990 and e Under-5 mortality rate (per 1,000 live births): 49 in 1991;
2015, the under-5 mortality rate 38.1/34.9 in 2002

e Infant mortality rate (per 1,000 live births): 38 in 1990;
30.0/29.2in 2002

Goal 5: Improve Maternal Health

Target 6: Reduce by three quarters between 1990 and e Maternal mortality ratio (per 100,000 live births): 88.9 in

2015, the maternal mortality ratio 1990; 56.0 in 2001

e Proportion of births attended by skilled health workers in
hospital: 50.3% in 1990; 79.4% in 2003

Goal 6: Combat HIV/AIDS, Malaria, and Other

Diseases
Target 7: Have halted by 2015, and begun to reverse, e HIV/AIDS incidence rate (age 15—-49) as of 2002 is 0.06-
the spread of HIV/AIDS 0.11%, or 700,000—1.5 million cases
e 76,000 children orphaned by HIV/AIDS in 2001
Target 8: Have halted by 2015, and begun to reverse, e Malaria (per 100,000 people): 1 in 2000
the incidence of malaria and other major diseases e Tuberculosis (per 100,000 people): 107 in 2001; 367 in

2000 using active pulmonary tuberculosis definition

Goal 7: Ensure Environmental Sustainability
Target 9: Integrate the principles of sustainable e Land covered by forest: 12.98% in 1990; 18.2% in 2004

development into country policies and programs and e  Carbon dioxide emissions (per capita): 2.1 tons in 1990; 2.3
reverse the loss of environmental resources tons in 1999

Target 10: Halve, by 2015, the proportion of people e Rural population with clean water source: 31% in 1990;
without sustainable access to safe drinking water and 58% in 2003

basic sanitation e Urban population with clean water source®: 87% in 1990;

94% in 2000 (see also Table A1.4)

Target 11: By 2020, achieve a significant improvement e Urban population with access to improved sanitation: 56%
in the lives of at least 100 million slum dwellers in 1990; 69% in 2000

e Rural population with access to improved sanitation: 8% in
1993; 51% in 2003

Goal 8: Develop a Global Partnership for Development (omitted for brevity and relevance)
o Data are not available

HIV/AIDS = human immunodeficiency virus/acquired immunodeficiency syndrome.

@ 2001 is the latest available year from the World Bank. In 2004, 75.9 million rural people were living on a per capita income
below the officially defined low-income threshold of CNY924, which is roughly equivalent to the international $1 per day
standard.

® Numbers in italics represent PRC Ministry of Health official figures, available online at http:/www.moh.gov.cn/public/open.aspx

¢ Excluding agriculture water users in urban area, used by the Ministry of Construction until 2000

Sources: United Nations Development Programme (UNDP). 2004. Human Development Report 2004. New York: Oxford

University Press; UNDP. 2004. Millennium Development Goals: China Progress. Beijing: Office of the United Nations Resident

Coordinator in China; World Bank Development Indicators Database (online version at

http://devdata.worldbank.org/idg/IDGProfile.asp); United Nations. 2004. Common Country Assessment (20 November 2004

draft); Beijing. Ministry of Health, PRC. China Health Statistics 2004. National Bureau of Statistics, PRC. 2005. 2004 China

Statistical Yearbook. Beijing: China Statistical Press.




Appendix 1 11

Table A1.2: Country Economic Indicators

Fiscal Year
Item 2000 2001 2002 2003 2004
A. Income and Growth
1. GDP per Capita ($, current) 855.8 911.9 964.0 1,087.9 12721
2. GDP Growth (%, in constant prices) 8.0 7.3 8.0 9.1 9.5
Agriculture 24 2.8 2.9 2.5 6.3
Industry 9.4 8.4 9.8 12.5 11.1
Services 8.1 8.4 7.5 6.7 8.3
B. Saving and Investment (current and market prices, % of GDP)
1. Gross Domestic Investment 36.3 38.5 40.2 43.8 45.6
2. Gross National Saving 39.0 394 40.3 42.5 441
C. Money and Inflation (annual change)
1. Consumer Price Index 0.4 0.7 (0.8) 1.2 3.9
2. Total Liquidity (M2) 12.3 17.6 16.9 19.6 14.6
D. Government Finance (% of GDP)
1. Revenue and Grants 15.3 16.8 18.0 18.5 19.3
2. Expenditure and Onlending 17.8 19.4 21.0 21.0 20.7
3. Overall Fiscal Surplus (deficit) (2.8) (2.6 (3.0) (2.5) (1.4)
E. Balance of Payments
1. Merchandise Trade Balance (% of GDP) 3.2 29 3.5 3.2 3.5
2. Current Account Balance (% of GDP) 1.9 1.5 2.8 3.2 3.3
3. Merchandise Export ($) Growth 27.9 6.8 22.4 34.6 354
(annual % change)
4. Merchandise Import ($) Growth 35.2 8.1 21.3 41.0 36.0
(annual % change)
F. External Payments Indicators
1. Gross Official Reserves (including 166.2 220.0 289.0 416.3 609.9
gold, $ billion)
2. Weeks of Current Year’s Imports 38.4 49.4 50.9 52.4 59.2
3. External Debt Service (% of exports) 7.4 8.0 7.3 7.5 6.0
4. Total External Debt (% of GDP) 13.5 14.0 13.0 13.2 13.5
G. Memorandum Items
1. GDP (current prices, CNY billion) 8,946.8 9,731.5 10,239.8 11,669.4 13,651.5
2. Exchange Rate (CNY/$, average) 8.3 8.3 8.3 8.3 8.3
3. Population (million) 1,265.8 1,276.3 1,284.5 1,292.3 1,299.9

GDP = gross domestic product.
Sources: People’s Republic of China authorities, World Bank, Institute of International Finance, Inc., and Asian
Development Bank staff estimates.
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Table A1.3: Country Poverty and Social Indicators

Period
Item 1985 1990 Latest Year
A. Population Indicators
1. Total Population (million) 1,058.5 1,143.3 1,299.9 (2004)
2. Annual Population Growth Rate (% change) 1.4 1.4 0.6 (2004)
B. Social Indicators
1. Total Fertility Rate (births/woman) 2.4 21 1.8 (1995-2000)
2. Maternal Mortality Ratio (per 100,000 live births) — 88.9 50 (2001)
3. Infant Mortality Rate (below 1 year/1,000 live births) 37.0 38.0 31.0 (2002)
4. Life Expectancy at Birth (years) 68.3 68.6 70.9 (2002)
a. Female 70.0 70.5 73.2 (2002)
b. Male 68.0 66.8 68.8 (2002)
5. Adult llliteracy (%) — 22.2 9.1 (2002)
a. Female (193350 31.9 135 (2002)
b. Male ( 193850 13.0 49 (2002)
6. Primary School Gross Enroliment (%) 96.0 97.8 98.6 (2002)
7. Secondary School Gross Enrollment (%) 40.0 66.7 90.0 (2002)
8. Child Malnutrition (% below age 5) — 17.4 14.3 (2002)
9. Population Below Income Poverty Line (international, %) — 31.3 16.6 (1990-2002)
10. Population with Access to Safe Water (%)® — 71 75 (2000)
11. Population with Access to Improved Sanitation (%)? — — 40 (2001)
12.Public Education Expenditure (% of GDP) 25 2.2 29 (2003)
13.Human Development Index Value 0.590 0.624 0.745 (2004)
Rank 66 101 94 (2004)
14. Gender-Related Development Index Value — — 0.741 (2004)
Rank — — 71 (2004)
C. Poverty Indicators
1. Poverty Incidence (%)b 14.8 9.4 2.8 (2004)
2. Poverty Gap — 0.43 0.67 (1998)
3. Human Poverty Index ° — — 13.2 (2004)

— = not available, GDP = gross domestic product.

@ See Table A1.4 for access by urban and rural population.

b Using the official poverty line of the People’s Republic of China, equivalent to $0.66 a day, which is low by international
standards. See Table A1.1 for estimates of international $1 per day purchasing power parity standard.
¢ According to UNDP. 2004. Human Development Report 2004. New York: Oxford University Press, the data are

preliminary and subject to further revision.

Sources: UNDP. 2004. Human Development Report 2004. New York: Oxford University Press; World Bank. 2004. World
Development Report 2004. New York: Oxford University Press; World Bank. 2002. World Bank Development Indicators
Database (online version at http://devdata.worldbank.org/idg/IDGProfile.asp); China Overcoming Rural Poverty. Beijing:
China Fiscal and Economic Press House; The State Council, PRC. 2002. Chinese Children Development Outline (2001-
2010). http://www.cinfo.org.cn/language/english/program/prog003.jsp; Ministry of Education of PRC. 2002. Education

Development Statistics 2001. Beijing: People’s Education Press; Ministry of Health of PRC. 2002. Chinese Health
Statistics Digest (online version at http://www.moh.gov.cn). Beijing: People’s Medical Publishing House; National Bureau

of Statistics of PRC. 2004. China Statistical Yearbook. Beijing: China Statistical

http://www.stats.gov.cn/)

Press (online version at:
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Table A1.4: Country Environment Indicators

Indicator 1990 Latest Year
A. Energy Efficiency of Emissions
1. GDP/Unit of Energy Use (PPP$/kgoe) 1.8 (1996) 4.2 (2000)
2. Traditional Fuel Use (% of total energy use) 5.6 (1996) 6.0 (2000)
3. Carbon Dioxide Emissions
a. Million tons 2,401 (1996) 2,800 (2000)
b. Tons per capita 2.0 (1996) 2.2 (2000)

B. Water Pollution: Water and Sanitation

1. % Urban Population with Access to Safe Water® 72 (2001) 86 (2003)
2. % Rural Population with Access to Safe Water® 31 (1990) 58 (2003)
3. % Urban Population with Access to Sanitation 56 (1990) 69 (2000)
4. % Rural Population with Access to Sanitation 8 (1990) 51 (2003)

C. Land Use and Deforestation

1. Forest Area (million hectares) 128.6 (1996) 175 (2004)
2. Avera%e Annual Deforestation
a. km — 866  (1990-1995)
b. % Change — (1.2)  (1990-2000)
3. Rural Population Density (people/km2 of arable land) 664.7 (1996) 614.7 (2003)
4. Arable Land (% of total land) 13.6 (1996) 12.9 (2003)
5. Permanent Cropland (% of total land) — 11.0 (2001)
D. Biodiversity and Protected Areas
1. Nationally Protected Area
a. Million Hectares 71.9 (1995) 148.2 (2004)
b. % of total land 7.2 (1996) 14.8 (2004)
2. Mammals (number of threatened species) 79 (2002)
3. Birds (number of threatened species) 74 (2002)
4. Reptiles (number of threatened species) — 31 (2002)
5. Amphibians (number of threatened species) — 1 (2002)
6. Fish — 32 (1992-2002)
E. Urban Areas
1. Urban Population
a. Million 301.9 (1990) 542.8 (2004)
b. % of Total Population 26.4 (1990) 41.8 (2004)
2. Per Capita Water Use (liters/day) 208.1 (1996) 211.0 (2003)
3. Wastewater Treated (%) 171 (1994) 43.6 (2004)

— = not available, GDP = gross domestic product, kg = kilogram, kgoe = kilograms of oil equivalent, km” = square
kilometer, PPP = purchasing power parity.
?Including agriculture water users in the urban area that has been used by the Ministry of Construction since 2001 to
estimate the coverage of urban water supply.
b Piped water supply coverage: Ministry of Health, PRC. 2004. China Health Statistics 2004. Beijing.
Sources: State Forestry Administration, PRC. 2001. Forestry Development Report. Beijing: China Forestry Publishing
House; National Bureau of Statistics, PRC. 2004. 2004 China Statistical Yearbook. Beijing: China Statistical Press;
National Bureau of Statistics, PRC. 2005. China National Economic and Social Development Statistics Communiqué.
Available online at: http://www.stats.gov.cn/tigb/ndtigh/ggndtigh/t20050228 402231854.htm; World Bank. 2001. Air,
Land and Water. New York: Oxford University Press; World Bank. April 2002. World Development Indicators
database; Ministry of Construction, PRC. 2003. Urban Construction Statistics Report. Beijing: China Architecture &
Building Press; UNDP. 2004. Human Development Report 2004. New York. UNDP. 2004. Millennium Development
Goals: China Progress. Beijing: Office of the United Nations Resident Coordinator in China; State Environmental
Protection Administration. 2004. Report on the State of the Environment in China 2003. Available online at:
http://www.zhb.gov.cn/english/SOE/soechina2003/land.htm; EarthTrends: The Environmental Information Portal.
Available online at: http://earthtrends.wri.org/text/biodiversity-protected/country-profile-38.html.




Table A1.5: Development Coordination Matrix

Sector/Thematic/Area

ADB Strategy/Activities

Other Development Partners’ Strategy/Activities

Road

The Asian Development Bank’s (ADB) operations include:
(i) constructing roads that connect major growth centers and
improve access in the western and central regions;

(i) integrating the network so that the national trunk highway
system (NTHS) is supported by a system of local roads,
particularly those that provide access to poor areas;

(iii) promoting road safety and vehicle emission reductions;
(iv) strengthening the corporatization and commercialization of
expressway organizations;

(v) adopting appropriate pricing policies to ensure optimum
use of road transport capacity;

(vi) addressing traffic safety and environmental issues; and
(vii) using alternative methods of investment financing,
including private sector participation.

Support for urban transport systems, including road safety,
traffic planning and vehicular emission reduction, is envisaged
as part of urban environment improvement, starting with the
Xi'an Urban Transport Project in 2003. The Asian Development
Bank (ADB) has shifted its initial focus on developing the
northeastern corridor of the NTHS to road projects in the central
and western regions.

Potential new areas such as urban transport and inland
waterways are being explored and discussed with the
Government.

The World Bank Group (WBG) and Japan Bank for
International Cooperation (JBIC) are the other major
funding agencies in the road transport sector. WBG has
also supported the development of NTHS in the central,
northern (Inner Mongolia), and northwestern (Xinjiang)
parts of the country; and urban transport projects. Like
ADB, WBG also links poor areas to promote highway
safety and strengthen institutions. The future strategy is
likely to integrate key transport systems to link the
western provinces with the rest of the country. JBIC has
also supported the development of NTHS in coastal and
inland provinces with several bridge projects over the
Yangtze River. On the basis of Japan’s economic
cooperation plan with the People's Republic of China
(PRC), JBIC shifted its traditional focus on infrastructure
development in the coastal provinces to sustainable
development and poverty reduction in the poor inland
provinces.

Railway

ADB will support:

(i) expanding the railway system by constructing new lines in
unserved, less-developed, and poor areas;

(ii) modernizing and increasing the capacity on key routes of
the national railway system to improve transport efficiency;
(iii) commercializing railway operations to sustain efficient
operations; and

(iv) increasing railway competitiveness in the transport sector
through restructuring and reform.

Preference will be given to projects in poor parts of the country
and those that connect poor isolated areas to the economic
mainstream. Initially focusing on the development of local
railways, ADB has been financing selected strategic sections of
the national railway system in the central and western parts of
the country.

Except for one local railway project in Inner Mongolia,
WBG'’s railway loans have focused on developing
national railways, with system efficiency improvement as
a key feature. The WBG has also financed several policy
studies to support railway sector reforms. JBIC has the
largest railway loan portfolio among aid agencies. JBIC’s
operations have covered expansion of rail capacity for
coal transport and construction of selected sections of
the national rail system in the inland provinces, as well
as railways and subways in Beijing, Wuhan, and
Chongging. Germany development assistance, through
Kreditanstalt fuer Wiederaufbau (KfW), finances several
trunk and corridor national electrification and dedicated
passenger railway lines as well as urban mass transit
systems (including planning support).
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| xipuaddy



Sector/Thematic/Area

ADB Strategy/Activities

Other Development Partners’ Strategy/Activities

Energy/Power

ADB is supporting:

(i) improvements in sector governance including energy sector
restructuring;

(i) environmental improvements through the increased use of
clean fuels, modern production technologies, and market-
based instruments;

(iii) tariff reform;

(iv) an enabling framework for private sector involvement;

(v) improvements in the efficiency of energy production and
utilization;

(vi) the poor, by improving their access to reliable supplies of
electricity and addressing biases against poverty in the
structure and levels of tariffs; and

(vii) regional cooperation in the energy sector.

In view of the PRC’s power shortage and energy supply
challenges, ADB will discuss with the Government new
opportunities such as the Clean Development Mechanism
(CDM), and energy conservation and resources management.
ADB will liaise with bilateral and multilateral agencies on
cooperation and partnership in the sector.

ADB will also support the Government in improving coal mine
safety.

Like ADB, WBG and JBIC have supported projects for
power plants, transmission and substations,
multipurpose dams, pumped-storage plants, and urban
gas development. WBG and JBIC will put more emphasis
on renewable energy and environment-oriented energy
projects. The WBG’s support to the energy sector will
focus on: (i) aggressive implementation of energy
efficiency policy and measures; (ii) harnessing
indigenous clean energy sources; (iii) mitigating the
environmental impacts of energy production and
consumption; and (iv) optimizing the supply and use of
coal. The instruments include: (i) sector work and
technical assistance on price reform, coal industry
rationalization, renewable energy policy, and energy
efficiency standards etc.; (ii) loan and Global
Environment Facility (GEF) grant support to renewable
energy, energy efficiency, coal bed methane
development, thermal power plant air pollution control,
and district heat supply projects; and (iii) carbon finance
transactions under CDM. The European Union (EU),
GEF, Germany (through KfW and Geutsche Gesellschaft
fur Technische Zusammenarbeit (GTZ), and the
Netherlands have been involved in rehabilitation of coal-
fired power plants, energy efficiency measures in power
plants, flue gas desulfurization plants, energy
conservation, and several renewable energy projects.
Germany, through GTZ, is promoting micro-hydropower
schemes for rural development in the Autonomous
Region of Tibet. France, through the French
Development Agency (AFD) will expand its support on
renewable and clean energy projects. The WBG has
helped the Government formulate a renewable energy
strategic partnership with GEF. The United Nations
Development Programme (UNDP) helped the
Government to formulate an energy efficiency strategic
partnership with GEF. JBIC, AFD, and other bilateral
agencies wish to cofinance clean energy and
environment improvement projects.

Water Supply, Sanitation and
Waste Management

ADB’s operations in the sector will aim to:

(i) reduce existing bottlenecks that increase transaction and
production costs and that hamper the growth of the industry
and service sectors in urban areas,

(i) address urban environmental problems, and

(iii) reduce poverty and improve the living conditions and

The WBG has an active program of water supply and
sanitation projects in both urban and rural areas: in the
urban sector, the WBG has relatively large projects
under implementation in many of the major coastal cities,
including Beijing, Tianjin, Shanghai, and Guanzhou;
recently, the WBG has shifted attention to the western
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Sector/Thematic/Area

ADB Strategy/Activities

Other Development Partners’ Strategy/Activities

standards of urban dwellers.

Lending operations were directed at coastal urban centers
such as Dalian, Fuzhou, and Tianjin in the early years of ADB
operations in the sector because of the stronger repayment
capacity of coastal provinces and cities. Since 2003,
operations have expanded to inland cities such as Wuhan and
Hefei, and small cities and towns in the eastern provinces,
such as Shandong and Hebei. Projects in less-developed
provinces such as Henan, Anhui, Jilin, and Guangxi are being
prepared. Under its private sector operations, ADB supported
the first built-operate-transfer water supply project in Chengdu.
ADB has provided technical assistance (TA) to promote water
tariff reforms, develop national guidelines for urban
wastewater tariffs and management, and formulate town-
based urbanization strategies at the provincial level.

The Government’s urbanization policy and thrust to develop a
balanced and well-off society provides opportunities for more
lending to support integrated urban development in small cities
and towns. Urban services will include water supply,
wastewater treatment, solid waste management, flood control,
ecological protection, and urban transport.

Catalyzed by an ADB TA project on rural water supply and
sanitation (RWSS) for the poor, the ADB Resident Mission in
the PRC and the PRC office the Department for International
Development (DFID) of the United Kingdom are co-organizing
periodic, informal donor roundtables to enhance dialogue and
coordination among international agencies involved in RWSS.

and northeast regions, and to smaller cities and towns,
emphasizing wastewater treatment and drinking water
concerns. In addition, in rural areas, a series of water
supply and sanitation projects were implemented over
the past 15 years with IDA support. JBIC'’s interventions
have covered several major urban centers, including
Beijing, Tianjin, Chongqing, and Qingdao; as well as
smaller cities in Jiangxi and Zhejiang. UNDP supports a
water-saving project in Ningxia and the Yellow River
basin. The Department for International Development
(DFID) of the United Kingdom (UK) has an ongoing water
sector development program to increase access of the
poor to water and sanitation in Sichuan, Liaoning,
Yunnan, and Gansu; as well as a rural water supply and
sanitation project in Lhasa, Tibet. DFID will continue to
support rural water supply and sanitation to meet the
Millennium Development Goals (MDGs). Germany,
through KfW, supports more than a dozen PRC cities in
developing sewage treatment infrastructure and
launched a country-wide sewage treatment training
program in Qingdao. Germany, through Kfw, also
supports the development and establishment of solid
waste disposal projects in southern Beijing.

KfW is interested in cofinancing ADB water supply,
sewage development and water pollution treatment
projects. Germany, through GTZ, is supporting the
development of a management system for hazardous
waste and eco-efficient production in Zhejiang. Several
municipalities are supported in developing eco-sanitation
programs. GTZ is also supporting Beijing Municipal
Forestry Bureau in developing and implementing
sustainable management schemes at the Miyun
reservoir.

Agriculture and Natural
Resources

The thrust of ADB’s operations in this sector will be to support
the transition to sustainable agriculture and natural resources
management, and pro-poor economic growth. They will
include the following:

(i) improving sector governance by helping improve policies,
legislation and the regulatory environment, market-based
incentives, institutional arrangements and coordination, and
encouraging public participation and the role of the private
sector;

(i) supporting approaches and technologies for conservation

As the two largest funding agencies in this sector, WBG
and JBIC have also supported projects to improve
agricultural productivity, forestry development, grassland
protection, and multipurpose water resource
management, including irrigation and flood control
projects. JBIC has financed water-saving irrigation
projects in Gansu and Xinjiang; and loess plateau
forestation projects in Shaanxi, Shanxi, Inner Mongolia,
and Ningxia. Several WBG projects are in the central and
western provinces, including the latest—a sustainable
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Sector/Thematic/Area

ADB Strategy/Activities

Other Development Partners’ Strategy/Activities

agriculture, efficient, high productivity and clean crop and
animal-based production systems, sustainable natural
resources use in rainfed and irrigated lands, and integrated
ecosystem management, to ensure production and processing
is consistent with environmental capacity, and not based on
overexploitation of the natural environment. This requires good
information, adequate support services, private sector
involvement and participation of rural communities through
strengthening their capacity to plan and manage local
development activities. The focus will be on increased
efficiencies in production, transportation, storage, processing,
and marketing of agricultural produce, including input markets;
(iii) strengthening services and information for the farming
and rural community, including advice on practices, land and
water resource capacity and usage rights, climatic suitability,
market and price information; and modernizing rural financial
markets;

(iv) addressing “green side” environmental issues such as
land degradation, improved biodiversity conservation, carbon
sequestration, water and soil conservation, forest and
grassland management, integrated water resources
management including river basin management institutions
and provincial and local governments, transjurisdictional
issues and water user/supplier organizations, efficiency of
water use and conservation, water quality and pollution
control, promoting sound natural resources management; and
(v) supporting agriculture and natural resources research,
promoting links between national and provincial research
institutions, private companies, and encouraging innovations
to respond to location-specific technical issues and
constraints.

forestry development project—which covers Gansu,
Hubei, Yunnan, and Guizhou. WBG and JBIC projects in
this sector are likely to focus on conserving natural
resources, including forests. WBG, JBIC, UNDP and
other agencies are also interested in participating in
projects to be developed under the GEF Operational
Program 12 (OP 12) partnership. Germany, through KfwW
and GTZ, supports the afforestation and anti-
desertification programs in the Yangtze area and the
Three North Afforestation Belt using a strong
participatory approach. The program covers 15 provinces
and autonomous regions. Germany, through GTZ , is
also involved in environmentally friendly agriculture,
management and disposal of obsolete pesticides,
agrobiodiversity and is about to start a project in the field
of food safety.

The World Bank, the International Fund for Agricultural
Development (IFAD), and KfW have expressed interest
in using the PRC-GEF Partnership OP12 funds for land
degradation projects. In 2005, GEF also funded $12.14
million for Sangjiang Wetlands Protection Project. The
EU has a focus on natural resource management and
biodiversity conservation. New projects include (i)
biodiversity conservation in collaboration with UNDP and
the State Environmental Protection Administration
(SEPA), based in the southwest and western regions; (ii)
the Yellow River project involving Shanxi, Hunan,
Shaanxi provinces, coordinated by the Ministry of Water
Resources; and (iii) a soil and water conservation project
in the upper Yangtze area of Yunnan province. It has
support of €100 million, with a €25 million pledge by the
EU. The Canadian International Development Agency
(CIDA) is implementing (i) a biodiversity management
project focused upon three nature reserves within Inner
Mongolia; (i) a small farmers and global markets project,
which advises on supply-driven environmental farmer
plans in the Western provinces; and (iii) a sustainable
agricultural project, involving six provinces in the western
region. CIDA already has two pilot sites in Gansu and
Xinjiang province, both backed by the World Bank. Close
links between CIDA and ADB are being developed to
ensure a complementary approach is taken. Australia
has ongoing projects in natural resource management
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ADB Strategy/Activities

Other Development Partners’ Strategy/Activities

including grasslands (Inner Mongolia), forestry (Qinghai),
flood management (Chongqing, Hubei, Hunan, Sichuan,
Tibet), and water (Hebei). Natural resource management
in particular water resource management is a planned
focus of the new strategy for Australia.

Education

As the PRC'’s policy is to use only concessionary external
funding for education, ADB has not provided any loans to this
sector. ADB has used TA to provide policy support to promote
education-for-all and for institutional strengthening and
capacity building for the Ministry of Education (MOE), middle-
school teachers in Qinghai, and the MOE Department of
Ethnic Minority Education. ADB is currently providing two TA
projects on (i) reforms in compulsory education (CE) financing,
and (ii) improving basic education in underdeveloped areas
through ICT. Recent ADB policy advocacy on eliminating all
fees for rural CE was reflected in a bill presented to the
National People’s Congress in March 2005.

ADB is actively exploring increased involvement through
lending, particularly in (i) technical education and vocational
training (TEVT), and (ii) universalization of rural CE.

WBG assistance for education has dropped significantly
since 1999, when the PRC ceased to have access to
IDA. WBG has used concessionary funds from DFID to
develop basic education projects, and is exploring grants
from other sources for TEVT, although bilateral agencies
have recently scaled back support in such areas. Main
areas of recent/ongoing donor assistance in education
include basic education (ltaly, UK, CIDA, UNDP,
UNICEF, and WBG), often including some applications of
ICT; TEVT (Australia, Germany, ltaly, and Japan); and
higher education (Canada, France, ltaly, Japan, EU, and
WBG). The Ford Foundation is also supporting
education reform. Australia will continue work in
vocational education until 2007.

Health, Nutrition, and Social
Protection

As in education, the PRC’s policy prohibits use of non-
concessionary external funding for these nonrevenue-
generating sectors, which ADB has never lent to. While ADB is
a relative newcomer to PRC health, since late 2002 it has
increasingly engaged the Government and international
partners such as the World Health Organization (WHO) and
United Nations Children’s Fund (UNICEF) via five ongoing
health-related TA projects, on: (i) combating severe acute
respiratory syndrome (SARS) and other infectious diseases in
the Western Region; (ii) preventing human immunodeficiency
virus/acquired immunodeficiency syndrome (HIV/AIDS; DFID-
funded); (iii) national planning for public nutrition, aimed at
influencing the 11™ Five Year Plan (FYP), in partnership with
UNICEF; (iv) safe drinking water and sanitation for the rural
poor (DFID-funded); and (v) a regulatory and strategic
framework for food safety (JSF-funded, and working with
WHO). ADB is seeking funding for other HIV/AIDS TA from a
new Swedish trust fund at ADB, and is also working with the
Ministry of Health in a small-scale study and forum on the new
rural cooperative medical system, being pilot-tested based
partly on prior ADB policy recommendations.

In social protection, ADB has been using TA to strengthen the
social security system, including the pilot scheme being

WBG is now using concessional funds from DFID to
develop basic education and health projects such as a
tuberculosis control project approved in March 2002.
Assistance to the health sector has focused on improving
primary health care, especially in rural areas (Australia,
Canada, Japan, UK, UNDP, and WBG); upgrading
maternal and child health care (Canada, Italy, Japan,
Sweden, UNDP, and UNICEF); creating a package of
activities to reduce and eliminate infectious diseases
such as tuberculosis (TB) and increasingly HIV/AIDS
(Japan, UK, the US Global AIDS Program, UN agencies
under UNAIDS coordination, United Nations-International
Labour Organization [UN-ILO], and WBG); and
combating micronutrient deficiencies (the Global Alliance
for Improving Nutrition and UNICEF). Support to
occupational safety and health issues is being provided
by ILO. The ADB food safety TA project has helped
catalyze a WHO-organized periodic forum for
international organizations active in this area (e.g., CIDA,
EU, FAO, UNIDO, and WBG). UN agencies’ programs in
health will be guided by a common country assessment
and UN development assistance framework. Germany,
through KfW, finances modern diagnostic and treatment
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implemented in Liaoning. Recent TA projects have (i) helped
develop guidelines for social assessment, including of
resettlement and gender-related issues; (i) identified social
security issues in rural areas; and (iii) developed an analytical
basis to solve urban poverty. A TA on mainstreaming NGOs
in government-funded rural poverty reduction projects was
approved in April 2005.

A focused update of the PRC poverty profile will assess key
aspects of rural poverty, in parallel with a second urban
poverty TA. Other future economic and thematic sector work
(ETSW) will probably continue to cover social security reform,
urban poverty, urban sector reforms, and selected issues in
basic education and health. Future TA may include improving
school students’ nutrition and assisting rural migrants in the
urban areas.

equipment and facilities for county- and prefecture-level
hospitals and CDCs (Centers for Disease Control) in
central and western provinces in the PRC and also
supports the PRC in combating HIV/AIDS.

Most aid agencies promote social development through
projects in education and health. Another common
operational area is social security reform, which has
been supported by Germany, Sweden, DFID, EU, ILO,
and WBG. Gender equality is a strong feature of some
bilateral programs, ILO, and UNDP. Gender and social
security are two thematic focus areas in the Swedish
cooperation strategy in the PRC for the next 5 years
(2006—-2010).

WBG recently completed two major rural poverty
reduction projects (soft loans) and other organizations
active in related areas include DFID, GTZ, and Oxfam.
DFID will probably focus its remaining programs in the
PRC on MDGs that may not be attained, such as the
target for HIV/AIDS.

Australia’s current health program in the PRC focuses
on: (i) HIV/AIDS at the subnational level (Guangxi, Tibet,
Xinjiang, Yunnan); and (ii) rural health, in particular,
primary health care and localized health systems
management (Shaanxi, Sichuan, Tibet). HIV/AIDS and
other communicable diseases are the planned focus of
its new strategy in the PRC.

Environmental Sustainability

ADB’s support will focus on:

(i) improving the policy, legal, and regulatory framework to
strengthen environmental management, including promoting
market-based instruments, and support for environmental
legislation;

(i) building capacity of key agencies, including the State
Environmental Protection Administration, Ministry of Science
and Technology, and local environmental protection bureaus;
(iii) improving the environment in selected urban centers,
including municipal wastewater treatment and solid waste
management;

(iv) promoting the efficient use and conservation of soil, water,
and marine resources; and

(v) promoting the use of clean, energy-efficient processing
technology and clean coal technology for industrial production

WBG and JBIC have been the other major funding
agencies of projects to improve the urban environment in
coastal and inland provinces, reduce pollution of major
rivers and lakes, and promote energy efficiency. WBG
approved a program loan to improve Shanghai’s
environment in 2003 and is processing one for Liaoning
province. JBIC approved five projects in 2004 for urban
environment improvement in 2004 in Xian, Changsha,
Yining, Baotou, and Guiyang. Other major partners such
as Canada, Denmark, Germany, ltaly, Japan (JICA), the
Netherlands, Spain, Sweden, UK, EU, and UNDP have
also supported capacity building for environmental
protection and prudent resource use. Many of these
funding agencies are also interested in participating in
OP12. ADB, IFAD, and WBG have new pipeline
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and power generation.

Future interventions will include urban and environmental
improvement projects in Hefei, Nanning, and Nanijing cities,
energy conservation and renewable energy, lake and river
pollution control, and prevention of land degradation through a
proposed partnership with GEF on OP12.

investment projects under development, supported by
the PRC-GEF OP12 Partnership. These are focused on
the western region. Germany, through GTZ, has been
cooperating with SEPA for years in the field of
environmental policies. It is also supporting the China
Council for International Cooperation (CCICED). In the
field of urban development, Germany through GTZ, is
promoting environmentally-friendly urban development in
two municipalities in Jiangsu province and energy
efficiency measures for existing buildings with the
Ministry of Construction. Australia’s work in natural
resource management has an overlapping theme of
environmental sustainability.

Finance

ADB'’s operations in this sector will:

(i) strengthen the impact of financial sector operations on
poverty by continuing to support social security reforms to
extend coverage to rural areas, improve the institutional
capacity and administrative efficiency of the social safety net
to protect urban and rural poor, and strengthen pension fund
governance; contribute to the reform of the rural financial
system and implement the restructuring strategy of the rural
credit cooperatives (RCCs); and develop commercially viable
and affordable housing finance system;

(ii) support private sector and small and medium-sized
enterprises (SMEs) by improving the financial service
infrastructure for SMEs and the private sector, and create an
enabling environment for private sector development;

(iii) support reforms and restructuring of financial institutions
by assisting the restructuring of state-owned financial
institutions and strengthening institutional capabilities of
domestic banks to allow them meet the challenge in post-
World Trade Organization (WTO) era;

(iv) enhance governance by strengthening legal, regulatory,
and supervisory frameworks and encouraging government
agencies, SOEs, and financial institutions to adopt sound
corporate governance standards in harmony with international
best practices; and

(v) promote development of capital markets for direct
financing by addressing policy and legal constraints for bond
market development, strengthening institutional capacities of
capital market regulators, and developing and implementing
adequate governance and regulatory standards for capital
markets participants.

WBG has supported financial sector and pension reform; it
is highlighting recommendations to improve SME access
to finance in notheast PRC and, mostly in collaboration
with the Development Research Center, it continues to
support efforts to improve governance of state-owned
enterprises (SOEs). DFID has been focusing on SOE
restructuring and unemployment issues, and has also
cofinanced a International Monetary Fund/UNDP fiscal
reform project to reduce the fiscal burden on the poor and
improve budget formulation and management. Germany,
through KfW, has refinanced selected PRC commercial
banks so they can develop their private SME loan
portfolios. It has provided TA for the implementing banks.
In the meantime, Germany, through KfW and GTZ, is
preparing a microfinance program with the PRC. The EU
has initiated a project to strengthen the institutional
capacity of financial market regulators, including the
People’s Bank of China (PBC), the China Securities
Regulatory Commission (CSRC), and the China Insurance
Regulatory Commission (CIRC).
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Governance

ADB will assist the PRC Government in developing a market
system to encourage more competition and fight corruption.
ADB will assist the PRC in further strengthening and
enhancing public administrative, financial, legal, and
regulatory systems needed in a market economy. It will
contribute to improving public accountability and anticorruption
efforts. ADB will continue to help the PRC build an enabling
environment for private sector development, particularly
SMEs. Support will also be provided to enhance public service
delivery through developing capacity of utilities, improving
local governance to more effectively administer services to the
public. ADB will encourage the use of private sector and
nongovernment organizations (NGOs) in service delivery and
access to information for such services.

ADB'’s operations in governance will help improve the
institutional basis for improved public administration and
financial management in central and western provinces in
such areas as (i) provincial-level public administration and
financial planning; (ii) support to decentralized service
delivery, including utilities and social services; and

(iii) improving local governance capacity.

Improving development management through market
reforms is a common theme among other development
partners, although their focus may be slightly different
than ADB’s. WBG activities have covered economic law,
enterprise, financial sector, pension, and accounting
reforms. The EU is involved in capacity building efforts in
banking, securities market, and pension reforms.
Promoting the rule of law is a key feature of EU and
UNDP projects, while activities of other major bilateral
agencies (such as Australia, Canada, Germany, Japan ,
and UK) support public administration reforms, broad
public participation, and issues related to accession to
the WTO. The EU and France have overseas training
programs for PRC civil servants and judges. The Ford
Foundation is also supporting governance and public
policy. Germany, through GTZ, is cooperating intensively
with NPC in various fields of law (civil law, administrative
law, budget law) and is also engaging in law
implementation through training of judges. The latter also
trains high-level administrative staff. Economic reform is
another major topic of Germany’s engagement in this
area. Projects, through GTZ, are implemented with
NDRC, SRO, and the China Institute for Reform and
Development (CIRD). ILO is promoting respect for
international labor standards and gender equality.

In late 2004, Australia established the China-Australia
Governance Program which has an initial focus on fiscal
reform and WTO accession. Other themes are financial
sector reform; social security reform; improvement in
transparency systems; and the relationship between the
PRC Government and civil society.

Private Sector Development

ADB'’s three strategic thrusts in its private sector operations
remain valid. In the future, this broad strategy will be pursued
in the context of the following considerations:

(i) As reforms continue in the PRC, there will be substantial
scope for further improving the policy environment to ensure
the long-term vitality of private sector ventures. These
activities will encompass selected governance issues,
including the rule of law, anticorruption initiatives, and sound
transparent regulation.

(ii) ADB will strengthen the links between its public—private
sector operations to provide synergistic solutions that can
effectively meet the evolving needs of the private sector. The

The International Finance Corporation (IFC) of WBG now
ranks the PRC as one of its fastest-growing client
countries. IFC’s strategy is to promote foreign investment
and the indigenous private sector, focusing on the
financial and infrastructure sectors. Transforming state-
owned enterprises and promoting private sector
development in the interior provinces are also key
objectives. IFC set up the China Private Sector
Development Facility in Chengdu, Sichuan, a TA facility
supported by other countries such as Australia and UK.
The WBG is also providing analyses and advice on
investment climate issues throughout the PRC, with a
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prospects for involving the private sector in selected public
sector projects will be explored. Examples of effective and
innovative public—private partnerships, especially in the
provision of infrastructure, should be encouraged to allow
sharing of risks and costs in the development process.

(iii) Given the size of the economy and the strong interest
shown by foreign investors, ADB’s interventions will focus on
sectors requiring further impetus to reforms as well as catalytic
private investments. The private sector assessment
recommended that ADB should focus on infrastructure and the
financial sector. Opportunities to support sustainable and
responsible investments (e.g., environment) will be explored.
Stand-alone manufacturing and industrial sectors are outside
ADB'’s operational scope.

(iv) More effort should be made to promote the development of
the domestic private sector, including SMEs.

(v) ADB will identify and support viable projects that are
located in the less-developed central and western regions and
projects that have a regional cooperation dimension. This,
however, will not preclude further assistance to projects in the
eastern region.

(vi) ADB will explore the possibility of issuing yuan-
denominated bonds for lending to local borrowers and of
helping borrowers raise local currency debt funds.

particular focus on northeast PRC. Other partners,
including Canada, Germany, Italy, Japan, UK, and
UNDP, have projects to promote the development of
SMEs. The Government allowed IFC and ADB to issue
yuan-denominated bonds. Germany, through GTZ, is
supporting employment promotion and qualification
projects in interior provinces (Jiangxi and Shaanxi) and
the promotion of regional economic development
strategies in the northeast. ILO is working in the area of
promoting harmonious industrial relations.

Sustainable Economic Growth

ADB’s overarching objective of poverty reduction for the PRC
is being pursued through a pro-poor economic growth strategy
that directs 83% of ADB’s lending assistance to the less-
developed central and western regions, home to most of the
PRC'’s poor. The strategy includes (i) developing
infrastructure, including rural roads and electricity; (ii)
improving agricultural productivity; and (iii) solving land
degradation in the western region. The PRC component of the
Poverty Reduction Cooperation Fund (PRF-PRC, funded by
DFID) is helping to strengthen the poverty orientation of ADB
lending, through explicit links (e.g., the previously noted TA on
HIV/AIDS prevention linked to the Yunnan expressway loan
project), policy dialogue, and lessons learned. TA and ETSW
(see entries for health and social protection above) will help
advance progress under earlier ADB projects on a new
poverty planning methodology in rural villages, a rural
cooperative medical system, urban poverty, and other related
issues.

Operational strategies of other development partners
now all have the ultimate goal of poverty reduction and
sustainable development in the PRC. More resources
are being allocated to help lagging regions, which are
mostly the inland western provinces. The two largest
donors, Japan and WBG , will continue to support
infrastructure development with pro-poor dimensions.

Despite DFID’s freeze on new proposals for the PRF-
PRC and cancellation of the proposed Provincial Poverty
Reduction Partnership Agreement, ADB and DFID
remain strong partners in PRC poverty reduction. ADB
also works closely with UNDP, whose strategic focus in
the PRC is to promote sustainable development to
reduce disparities. ILO is supporting employment
promotion, in particular through SMEs.
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Table A1.6: Portfolio Indicators—Portfolio Amounts and Ratings
(public sector loans, as of 31 December 2004)

Rating®
Net Loan
Amount Total Highly Satisfactory Partly Unsatisfactory  Potential At Risk®
Sector Satisfactory Satisfactory Problem"®
($ million) % No. % No. % No. % No. % No. % No. % No. (%)
Agriculture and Natural Resources 364.3 (
Education 0.0 0 0 ( 0
Energy 568.4 ‘ 1 0 0 ( 0
Finance 0.0 0 0 ( 0
Health, Nutrition, and Social 0.0 0 0 ( 0
Protection
Industry and Trade 0.0 0 0 ( 0
Law, Economic Management, and 0.0 0 0 ( 0
Public Policy
Transport and Communication 4,406.5 1 £ 5 0 0 ( 0
Water Supply, Sanitation, and Waste 430.4 ‘ 1 0 0 ( 0
Management
Multisector 360.1 ‘ 1 0 0 ( 0
Total 6,129.7 1( 1( 35 10 0 (

No. = number

@ The rating is based on the lower of the implementation progress and development objectives ratings.

® potential problem loans are satisfactory loans with four or more potential problem flags.

° Aloan is considered "at risk" if it is rated as partly satisfactory or unsatisfactory in either implementation progress or development objectives, or if it is a potential
problem loan.

Source: Asian Development Bank project performance reports.
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Table A1.7: Portfolio Indicators—Disbursements and Net Transfers of Resources
(public sector loans, as of 31 December 2004)

Disbursements and Transfers OCR ADF Total

Disbursements®
Total Funds Available for Withdrawal ($ million) 5,612.2 0.0 5,612.2
Disbursed Amount ($ million, cumulative) 2,512.5 0.0 5,612.2
Percentage Disbursed (disbursed amount/total available) 44 .8 0.0 44 .8
Disbursements ($ million, latest year) 635.7 0.0 635.7
Disbursement Ratio (%)b 17.0 0.0 17.0

Net Transfer of Resources ($ million)
1997 381.7 0.0 2,378.7
1998 499.5 0.0 499.5
1999 426.1 0.0 4261
2000 396.5 0.0 396.5
2001 554.7 0.0 554.7
2002 (235.2) 0.0 (235.2)
2003 (1,967.0) 0.0 (1,967.0)
2004 57.5 0.0 57.5

ADF = Asian Development Fund, OCR = ordinary capital resources.

@ Includes all loans with disbursements during the year.

Ratio of disbursements during the year over the undisbursed net loan balance at the beginning of the year less
cancellations during the year. Effective loans during the year have also been added to the beginning balance of
undisbursed loans.

Source: Asian Development Bank estimates.

b
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Table A1.8: Portfolio Indicators—Evaluation Rating by Sector
(1986-2004)

Highly Successful/
Generally Successful/

Sector Successful Partly Successful Unsuccessful No Rating Total
No. % No. % No. % No. % No. %

Agriculture and Natural Resources 2 18.2 0 0.0 33.3 0 0.0 3 20.0
Energy 0 0.0 0 0.0 33.3 0 0.0 1 6.7
Finance 1 9.1 0 0.0 0.0 0 0.0 1 6.7
Industry and Trade 2 18.2 0 0.0 0.0 0 0.0 2 13.3
Multisector 0 0.0 1 100.0 0.0 0 0.0 1 6.7
Transport and Communications 5 45.4 0 0.0 33.4 0 0.0 6 40.0
Water Supply, Sanitation, and Waste 1 9.1 0 0.0 0.0 0 0.0 1 6.6

Management
Others

Total 1 100.0 1 100.0 100.0 0 0.0 15 100.0

No. = number

Sources: Asian Development Bank project performance audit reports.
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Table A1.9: Portfolio Implementation Status
(public sector loans, as of 31 December 2004)

Net OCR Loan

Closing Dates

Panzhihua)

No. L2 Project Name Amount Approval Eﬁ,;’:tt;"e Original _ Revised (%ngf’,:;,seie)
($ million)
Agriculture and Natural Resources
1 1814 West Henan Agriculture 64.3 19 Dec 00 12 Jul 01 30 Sep 06 61
2 1835 Yellow River Flood Management 150.0 28 Aug 01 11 Sept 02 30 Jun 06 25
3 1919 Songhua River Flood Management Sector Project 150.0 20Sep 02 29May03 31 Dec07 18
Subtotal 364.3
Energy
4 1715 Shanxi Environment Improvement 102.0 7Dec99 25 May 01 30Jun 04 30 Jun 05 88
5 1901 Shen-Da Power Transmission and Grid Rehabilitation 100.0 20 Dec 01 20 Feb 03 31 Dec 05 80
6 1922 Hebei Zhanghewan Pumped Storage Project 144.0 18 Oct 02 16 Jan04 31 Dec 09 14
7 2032 Gansu Clean Energy Development 35.0 5 Dec 03 4 Aug 04 30 Apr 08 30
8 2112 Liaoning Environmental Improvement 70.0 25 Nov 04 30 Sep 09 1
9 2146 Coal Mine Methane Development Project 117.4 20 Dec 04 30 Jun 09 0
Subtotal 568.4
Multisector
10 1797 Tianjin Wastewater Treatment 130.0 11 Dec 00 30 Oct 01 30 Jun 06 69
11 1890 Acid Rain Control and Enviornmental Improvement 117.0 19 Dec 01 11 Jul 02 30 Jun 06 40
12 1924 Efficient Utilization of Agricultural Wastes Project 33.1 22 Oct 02 16 Jun 03 30 Jun 08 18
13 2082 Fujian Conservation and Rural Development Il 80.0 28 Apr 04 31 Dec 10 0
Subtotal 360.1
Transport and Communication
14 1691 Southern Yunnan Road Development 250.0 24 Jun99 18 May 00 31 Mar04 31Dec04 100
15 1701 Shanxi Road Development 250.0 30 Sep 99 1 Nov 00 30Jun 04 30 Jun 05 90
16 1748 Hefei-Xi'an Railway 300.0 17 Aug 00 2 Mar 01 30 Dec 05 95
17 1783 Chongqing-Guizhou Roads Development (Leichong 120.0 21 Nov00 27 Nov 01 30 Sep 05 55
Expressway)
18 1784 Chongqing-Guizhou Roads Development (Chongzun
Expressway) 200.0 21 Nov 00 24 Sep 01 30 Sep 05 50
19 1838 Shaanxi Roads Development Project 250.0 30 Aug 01 8 Nov 02 31 Mar 06 40
20 1850 Ganzhou-Longyan Railway 200.0 30 Oct 01 2Apr02 31 Dec 06 75
21 1851 Guangxi Roads Development 150.0 30 Oct 01 10 Jan 03 310ct05 310ct06 35
22 1918 Southern Sichuan Roads Development (Xichang- 300.0 20 Sep 02 14 Aug 03 31 Mar 08 17

Continued on next page
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Table 1.9—Continued

Net OCR Loan Closing Date

Lﬁ:_n Project Name Amc_n.mt Apg:t:)ev al Efga:ttéve Original Revised (%Pzzg.:::f;e)
($ million)

23 1967 Shanxi Roade Development II 124.0 12 Dec 02 1 Apr 04 31 Jul 07 15
24 2004 Ningxia Roads Development 250.0 11 Sep 03 12 May 04 30 un 09 20
25 2014 Western Yunnan Roads Development 250.0 28 Oct 03 28 Oct 04 31 Mar 08 5
26 2024 Xi'an Urban Transport 270.0 27 Nov 03 8 Dec 04 30 Jun 08 8
27 2051 Yichang-Wanzhou Railway 500.0 15 Dec 03 26 Jul 04 30 Jun 10 10
28 2089 Hunan Roads Development Il 312.5 9 Sep 04 30 Jun 10 2
29 2094 Guangxi Roads Development Il 200.0 21 Oct 04 31 Dec 08 2
30 2116 Dali-LiJiang Railway 180.0 2 Dec 04 30 Jun 10 2
31 2125 Gansu Roads Development Project 300.0 13 Dec 04 30 Jun 10 2

Subtotal 4,406.5

Water Supply, Sanitation, and Waste Management

32 1692 Suzhou Creek Rehabilitation 165.0 29 Jun 99 1 Feb 00 31 Mar 05 98
33 1985 Hebei Wastewater Management 82.4 19 Dec 02 4 Feb 04 20 Jun 08 20
34 1995 Harbin Water Supply 100.0 11 Mar 03 7 Jan 04 30 Jun 08 52
35 1996 Wuhan Wastewater Management 83.0 25 Apr 03 30 Apr 04 31 Dec 08 24

Subtotal 430.4

Total 6,129.7

Source: Asian Development Bank.

Continued on next page
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Table 1.9—Continued

Cumulative Cumulative
Sector Loan Seq Title Contracts/ Disburse- Rating Potential At
No. 9 Commitments ments Problem® Risk”
($ million) ($ million) IP DO

AG 1814 West Henan Agriculture 30.46 35.01 S S No No
AG 1835 Yellow River Flood Management 36.60 8.40 S S No No
AG 1919 Songhua River Flood Management Sector Project 16.76 18.25 S S No No

Subtotal 83.82 61.66
EN 1715 Shanxi Environment Improvement 91.58 85.21 S S No No
EN 1901 Shen-Da Power Transmission and Grid Rehabilitation 56.42 48.67 HS S No No
EN 1922 Hebei Zhanghewan Pumped Storage Project 87.40 9.75 HS S No No
EN 2032 Gansu Clean Energy Development 21.82 3.52 S S No No
EN 2112 LiaoNing Environmental Improvement 0.00 0.00 S S No No
EN 2146 Coal Mine Methane Development Project 0.00 0.00 S S No No

Subtotal 257.22 147.15
MS 1797 Tianjin Wastewater Treatment 105.33 75.25 S S No No
MS 1890 Acid Rain Control and Enviornmental Improvement 33.50 12.90 S S No No
MS 1924 Efficient Utilization of Agricultural Wastes Project 13.00 7.60 HS S No No
MS 2082 Fujian Conservation and Rural Development Il 0.00 0.00 S S No No

Subtotal 151.83 95.75
TC 1691 Southern Yunnan Road Development 219.60 249.31 S S No No
TC 1701 Shanxi Road Development 200.97 206.46 S S No No
TC 1748 Hefei-Xi'an Railway 255.21 245.79 HS S No No
TC 1783 Chongqing-Guizhou Roads Development (Leichong Expressway) 99.69 77.39 S S No No
TC 1784 Chongqing-Guizhou Roads Development (Chongzun Expressway) 138.09 110.09 S S No No
TC 1838 Shaanxi Roads Development Project 129.77 72.46 S S No No
TC 1850 Ganzhou-Longyan Railway 169.40 144.62 HS S No No
TC 1851 Guangxi Roads Development 93.11 32.68 S S No No
TC 1918 Southern Sichuan Roads Development (Xichang-Panzhihua) 132.61 37.35 HS S No No
TC 1967 Shanxi Roade Development |l 58.83 28.15 S S No No
TC 2004 Ningxia Roads Development 56.17 35.05 S S No No
TC 2014 Western Yunnan Roads Development 1.66 1.25 HS S No No
TC 2024 Xi'an Urban Transport 0.00 1.35 S S No No
TC 2051 Yichang-Wanzhou Railway 117.64 26.05 S S No No

Continued on next page
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Table 1.9—Continued

Cumulative Cumulative
Sector Loan Sea Title Contracts/ Disburse- Rating Potential At
No. 9 Commitments ments Problem®  Risk®
($ million) ($ million) IP DO

TC 2089 Hunan Roads Development Il 0.00 0.00 S S No No
TC 2094 Guangxi Roads Development Il 0.00 0.00 S S No No
TC 2116 DalLi-LiJiang Railway 0.00 0.00 S S No No
TC 2125 GanSu Roads Development Project 0.00 0.00 S S No No

Subtotal 1,672.75 1,268.00
WS 1692 Suzhou Creek Rehabilitation 137.14 147.60 HS S No No
WS 1985 Hebei Wastewater Management 23.73 6.91 S S No No
WS 1995 Harbin Water Supply 70.26 27.81 S S No No
WS 1996 Wuhan Wastewater Management 2.29 0.48 S S No No

Subtotal 233.42 182.80

Total 2,399.04 1,755.36

AG = agriculture and natural resources; DO = development objectives; ED = education; EN = energy; Fl = finance; HL = health, nutrition, and social protection; HS

= highly satisfactory; IN = industry and trade; IP = implementation progress; LW = law and public sector management; MS= multisector; no. = number; OCR =

ordinary capital resources; PS = partly satisfactory; S = satisfactory; Seg = segment (pertaining to loans with more than one withdrawal authority); TC = transport
and communications; U = unsatisfactory; WS = water supply, sanitation, and waste management.

@ “Yes” for loans with four or more risk factors associated with partly satisfactory or unsatisfactory performance.

® A loan is considered "at risk" if it is rated as "PS" or "U" in either implementation progress or development objectives, or if it is a potential problem loan.
Source: Asian Development Bank
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Table A1.10: Assistance Pipeline for Lending Products, 2006-2008

Year of Cost ($ million)
Sector Targeting Project
Project/Program Classifi- Thematic Preparatory Co-
Name Priority” Division  Assistance Total ADB (OCR) Government financing
2006 Firm Loans
Agriculture and Natural Resources
1 Hunan Flood Management Gl ENV, SD, ECAE 2004 600.00 200.00 400.00
ECO
2Shaanxi Qinling Mountain Integrated Ecosystem Gl ENV, ECO, ECAE 2005 110.70 35.00 65.70 10.00
Management SD, PSD
3 Guiyang Integrated Water Resources Management Gl ECO,ENV ECAE 2005 300.00 150.00 150.00
Subtotal 1,010.70 385.00 615.70 10.00
Energy
1 Inner Mongolia Environment Improvement Gl ECO, ENV ECEN 2005 200.00 100.00 100.00
Subtotal 200.00 100.00 100.00
Transport and Communication
1 Sichuan Road Development IV Gl ECO ECTC 2005 752.00 200.00 272.00 280.00
2 Taiyuan-Zhongwei Railway Gl ECO ECTC 2005 2,000.00 250.00 1,000.00 750.00
3 Heilongjiang Road Network Development Gl ECO ECTC 2005 440.00 200.00 240.00
4 Gansu Roads Development Il Gl ECO ECTC 2005 600.00 200.00 200.00 200.00
Subtotal 3,792.00 850.00 1,712.00 1,230.00
Water Supply, Sanitation, and Waste Management
1 Guangxi Nanning Urban Infrastructure Development Gl ENV, SD, ECSS 2004 300.00 100.00 160.00 40.00
ECO
2 Wuhan Wastewater and Stormworks Management Gl ECO,ENV ECSS 2004 165.00 100.00 65.00
Subtotal 465.00 200.00 225.00 40.00
Total 5,467.70 1,535.00 2,652.70 1,280.00

0¢
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Table 1.10—Continued

Year of Cost ($ million)
Sector Targeting Project
Project/Program Cla_ssi:i- Th_en?atti)c o Prep_aratory Co-
Name cation Priority Division Assistance Total ADB (OCR) Government _financing
2007 Firm Loans
Agriculture and Natural Resources
1 Dryland Farming in Northern Region Gl ECO ECAE 2005 208.00 100.00 100.00 8.00
2 Endangered Chinese Herbs Plantation in Central and Gl ENV, ECO ECAE 2006 60.00 25.00 14.50 20.50
Western Regions
3 Ningxia Integrated Ecosystem Development Gl ENV ECAE 2005 210.00 100.00 100.00 10.00
(Agriculture and Forestry)
4 Henan High Efficiency Agriculture Development Gl ECO ECAE 2006 140.00 70.00 70.00
(Sanmenxia Area)
Subtotal 618.00 295.00 214.50 108.50
Energy
1 Rural Electrification Development Project Gl ECO ECEN 2006 170.00 100.00 70.00
2 Energy Conservation and Resource Management Gl ECO ECEN 2005 100.00 100.00
3 Renewable Energy Gl ECO ECEN 2006 160.00 80.00 60.00 20.00
Subtotal 430.00 280.00 130.00 20.00
Transport and Communication
1 Yunnan Roads Development IV (Wuding-Kunming) Gl ECO, RC ECTC 2006 576.00 200.00 72.00 304.00
2 Yunnan Yuxi-Mengzi Railway Gl ECO, RC ECTC 2005 754.00 250.00 504.00
Subtotal 1,330.00 450.00 576.00 304.00
Water Supply, Sanitation, and Waste Management
1 Hefei Urban Environment Improvement Gl ENV, SD ECSS 2005 320.00 150.00 170.00
2Nanjing Qinhuai River Environmental ImprovementGl ENV, SD ECSS 2005 240.00 100.00 80.00 60.00
Project
Subtotal 560.00 250.00 250.00 60.00
Multisector
1 Ecosystem Development and Environment Protection Gl ENV, SD ECAE/SS 2005 168.00 100.00 68.00
of Baiyangdian Lake
Subtotal 168.00 100.00 68.00
Total 3,106.00 1,375.00 1,238.50 492.50

Continued on next page
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Table 1.10—Continued

Year of Cost ($ million)
Sector Targeting Project
Project/Program Cla_ssizi- Th_errTatli)c o Prep_aratory Co-
Name cation Priority Division Assistance Total ADB (OCR) Government financing
2008 Firm Loans®
Agriculture and Natural Resources
1 Comprehensive Agriculture Development Gl ECO ECAE 2006 260.00 100.00 150.00 10.00
2 Water Resources Protection and Management Gl ENV ECAE 2006 260.00 100.00 150.00 10.00
Subtotal 520.00 200.00 300.00 20.00
Energy
1 Efficient Energy Development Gl ECO ECEN 2006 375.00 150.00 225.00
Subtotal 375.00 150.00 225.00
Transport and Communications
1 Road Development | Gl ECO ECTC 2006 500.00 200.00 300.00
2 Road Development Il Gl ECO ECTC 2006 500.00 200.00 300.00
3 Railway Development Gl ECO ECTC 2006 750.00 300.00 450.00
4 Inland Waterway Development Gl ECO ECTC 2006 250.00 100.00 150.00
Subtotal 2,000.00 800.00 1,200.00
Water Supply, Sanitation, and Waste Management
1 Urban Infrastructure | Gl ENV, SD ECSS 2006 250.00 100.00 150.00
2 Urban Infrastructure | Gl ENV, SD ECSS 2006 250.00 100.00 150.00
Subtotal 500.00 200.00 300.00
Multisector
1 Integrated Urban Development Gl ENV,SD ECSS/ECTC 2006 375.00 150.00 225.00
Subtotal 375.00 150.00 225.00
Total 3,770.00 1,500.00 2,250.00 20.00

ADB = Asian Development Bank; ECAE = Agriculture, Environment, and Natural Resources Division; ECEN = Energy Division; ECGF = Governance, Finance, and
Trade Division; ECO = sustainable economic growth; ECSS = Social Sectors Division; ECTC = Transport Division; ENV = environmental sustainability; Gl = general
interventions; OCR = ordinary capital resources; Pl = poverty intervention; PPTA = project preparatory technical assistance; RC = regional cooperation; SD = inclusive

social development .
a

Based on the latest staff instructions issued on 7 December 2004. Targeting classification is either targeted interventions (TI) or general interventions (Gl).

b

New theme classifications are: (i) capacity development (CD), (ii) sustainable economic growth (ECO), (iii) environmental sustainability (ENV), (iv) gender and
development (GD), (v) governance (GOV), (vi) private sector development (PSD), (vii) regional cooperation (RC), and (viii) inclusive social development (SD).
This is an indicative list to be confirmed in the 4th Quarter of 2005.
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Table A1.11: Assistance Pipeline for Nonlending Products and Services, 2006-2008

Sources of Funding

Sector Responsible Assistance ADB Others Total
Assistance Name Division Type Source  Amount  Source  Amount ($'000)
($'000) ($'000)
2006
Agriculture and Natural Resources
1 Endangered Chinese Herbs Plantation in Central and ECAE PPTA TASF 500.00 GEF 200.00 700.00
Western Regions
2 Henan High Efficiency Agriculture Development (Sanmenxia ECAE PPTA TASF 500.00 GEF 350.00 850.00
Area)
3 Comprehensive Agriculture and Water Resources Protection ECAE PPTA TASF 800.00 GEF 700.00 1,500.00
and Management
4 Rural Water Resources Management Strategy and ECAE ADTA TASF 350.00 350.00
Institutional Reform
5 Capacity Building in Environmental Impact Assessment for ECAE ADTA TASF 250.00 250.00
11th Five-Year Plan
Subtotal 2,400.00 1,250.00 3,650.00
Energy
1 Renewable Energy ECEN PPTA TASF 500.00 500.00
2  Efficient Energy Development ECEN PPTA TASF 500.00 500.00
3 Rural Electrification Development Project ECEN PPTA TASF 500.00 500.00
4 Study on Interprovincial Acid Rain Control ECEN ADTA TASF 300.00 300.00
5 Power Sector Restructuring lll ECEN ADTA tbd 600.00 600.00
Subtotal 1,800.00 600.00 2,400.00
Finance
1 Development of Corporate Bond Markets and Mortgage- ECGF ADTA TASF 400.00 400.00
backed Securities
2 Support for the Development of Small-and Medium-Sized ECGF ADTA TASF 300.00 300.00
Banks
3 Strengthening Social Security for Workers Affected by SOE ECGF ADTA TASF 300.00 300.00
Restructuring
Subtotal 1,000.00 1,000.00

Continued on next page
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Table 1.11—Continued

Sources of Funding

Sector Responsible Assistance ADB Others Total
Assistance Name Division Type Source  Amount  Source Amount ($'000)
($'000) ($'000)
Water Supply, Sanitation, and Waste Management
1 Urban Infrastructure | and Il ECSS PPTA TASF 800.00 800.00
2 Integrated Urban Development ECSS/ECTC PPTA TASF 500.00 500.00
Subtotal 1,300.00 1,300.00
Education
1  Education Development ECSS ADTA TASF 400.00 400.00
Subtotal 400.00 400.00
Health, Nutrition, and Social Protection
1 Rural Health Development Study ECSS ADTA TASF 300.00 300.00
Subtotal 300.00 300.00
Transport and Communication
1 Road Development | and Il ECTC PPTA TASF 800.00 800.00
2 Yunnan Roads Development IV (Wuding-Kunming) ECTC PPTA TASF 500.00 500.00
3 Railway Development ECTC PPTA TASF 500.00 500.00
4 Inland Waterway Development ECTC PPTA TASF 600.00 600.00
5 Rural Transport Services Study ECTC ADTA TASF 350.00 350.00
6 Institutional  Strengthening of Highway Information ECTC ADTA TASF 400.00 400.00
Management
Subtotal 3,150.00 3,150.00
Law, Economic Management, and Public Sector
1 Capacity Building in Provincial Legislation on Xinjiang 0oGC ADTA TASF 150.00 150.00
Bostern (Bagrax) Lake Ecosystem Conservation
2 Provincial Development Strategy PRCM ADTA TASF 300.00 300.00
3 Facility for Policy Reform Il PRCM ADTA TASF 200.00 200.00
Subtotal 650.00 650.00
Total 11,000.00 1,850.00 12,850.00
2007
Agriculture and Natural Resources
1 Natural Resources Management ECAE PPTA TASF 500.00 500.00
2 Agriculture Development Il ECAE PPTA TASF 500.00 500.00
3 Reform of the Water and Soil Conservation Legislation Il ECAE ADTA TASF 400.00 400.00
4 Rural Water Supply Strategy ECAE ADTA TASF 400.00 400.00
Subtotal 1,800.00 1,800.00

Continued on next page
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Table 1.11—Continued

Sources of Funding

Sector Responsible Assistance ADB Others Total
Assistance Name Division Type Source  Amount Source Amount ($'000)
(3'000) ($'000)
Energy
1 Clean Coal Technology ECEN PPTA TASF 500.00 500.00
2 Clean Energy Development ECEN PPTA TASF 400.00 400.00
3 Coalbed Methane Project Il ECEN PPTA TASF 500.00 500.00
4 Formulate Power Company's Corporate Strategy ECEN ADTA TASF 400.00 400.00
Subtotal 1,800.00 1,800.00
Finance
1 Provincial Rural Financial System Reform ECGF ADTA TASF 400.00 400.00
2 Facilitating SME Direct Finance through Second Board ECGF ADTA TASF 600.00 600.00
Subtotal 1,000.00 1,000.00
Multisector
1 Medium-Sized Cities Development (Western Region) ECSS PPTA TASF 500.00 500.00
Subtotal 500.00 500.00
Water Supply, Sanitation, and Waste Management
1 Rural Water Supply and Sanitation ECSS PPTA TASF 500.00 500.00
Subtotal 500.00 500.00
Education
1 Private Education Program ECSS PPTA TASF 500.00 500.00
2 Improving Basic Education in Underdeveloped Areas ECSS ADTA TASF 400.00 400.00
Through ICT II (formerly Distance Education)
Subtotal 900.00 900.00
Health, Nutrition, and Social Protection
1 Improving Nutrition Structure for Young Students ECSS ADTA TASF 400.00 400.00
Subtotal 400.00 400.00
Transport and Communications
1 Sustainable Road Asset Management - Pilot Road ECTC PPTA TASF 500.00 500.00
Concession Project
2 Road Development IlI ECTC PPTA TASF 400.00 400.00

Continued on next page
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Table 1.11—Continued

Sources of Funding

Sector Responsible Assistance ADB Others Total
Assistance Name Division Type Source  Amount Source Amount ($'000)
($'000) ($'000)
3 Road Development IV and V ECTC PPTA TASF 800.00 800.00
4 Railway Development Il (Regional Cooperation) ECTC PPTA TASF 400.00 400.00
5 Regional Road Development Study (for 2006-2010 in the ECTC ADTA TASF 400.00 400.00
northwestern regions, including Xinjiang)
Subtotal 2,500.00 2,500.00
Law, Economic Management, and Public Sector
1 Promoting Consulting Industry IV COCS ADTA TASF 400.00 400.00
2 Development of Economic Laws Il OGC ADTA TASF 400.00 400.00
3 Support for Provincial Legislation 0oGC ADTA TASF 400.00 400.00
4 Facility for Policy Reform PRCM ADTA TASF 400.00 400.00
Subtotal 1,600.00 1,600.00
Total 11,000.00 11,000.00
2008
Agriculture and Natural Resources
1 Comprehensive Agriculture Development ECAE PPTA TASF 500.00 500.00
2 Integrated Environment Management ECAE/ECSS PPTA TASF 500.00 500.00
3 Enhancing Environment Protection ECAE ADTA TASF 500.00 500.00
Subtotal 1,500.00 1,500.00
Energy
1 Renewable Energy Il ECEN PPTA TASF 500.00 500.00
2 Coalbed Methane Project IlI ECEN PPTA TASF 500.00 500.00
3 Promoting Energy Conservation ECEN ADTA TASF 500.00 500.00
Subtotal 1,500.00 1,500.00
Finance
1 Housing Finance ECGF ADTA TASF 500.00 500.00
2 Logistic Industry Development Strategy ECGF ADTA TASF 500.00 500.00
Subtotal 1,000.00 1,000.00
Multisector
1 Medium-Sized Cities Development Il (inland) ECSS PPTA TASF 500.00 500.00
Subtotal 500.00 500.00

Continued on next page
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Table 1.11—Continued

Sources of Funding

Sector Responsible Assistance ADB Others Total
Assistance Name Division Type Source  Amount Source Amount ($'000)
($'000) ($'000)
Water Supply, Sanitation, and Waste Management
1 Urban Infrastructure lll ECSS PPTA TASF 500.00 500.00
2 Rural Water Supply and Sanitation Il ECSS PPTA TASF 500.00 500.00
3 Integrated Urban Development Il ECSS/ECTC PPTA TASF 500.00 500.00
4 Support for Urbanization ECSS ADTA TASF 400.00 400.00
Subtotal 1,900.00 1,900.00
Education
1 Vocational Education ECSS PPTA TASF 500.00 500.00
2 Support for Education Reform ECSS ADTA TASF 500.00 500.00
Subtotal 1,000.00 1,000.00
Transport and Communications
1 Road Development VI ECTC PPTA TASF 500.00 500.00
2 Road Development VII ECTC PPTA TASF 500.00 500.00
3 Railway Development Ill (Regional Cooperation) ECTC PPTA TASF 500.00 500.00
4 Policy Study on Financing, Building, and Maintaining Local ECTC ADTA TASF 500.00 500.00
Road Network
5 Furthering Policy Reform in Railway Sector ECTC ADTA TASF 400.00 400.00
Subtotal 2,400.00 2,400.00
Law, Economic Management, and Public Sector
1 Legislation Reform 0GC ADTA TASF 400.00 400.00
2 Provincial Development Strategy PRCM ADTA TASF 400.00 400.00
3 Facility for Policy Reform PRCM ADTA TASF 400.00 400.00
Subtotal 1,200.00 1,200.00
Total 11,000.00 11,000.00

ADB = Asian Development Bank; ADTA = advisory technical assistance; COCS = Consulting Services Division; ECAE = Agriculture, Environment, and Natural
Resources Division; ECGF = Governance, Finance and Trade Division; ECEN = Energy Division; ECSS = Social Sectors Division; ECTC = Transport and
Communications Division; ERDI = Development Indicators and Policy Research Division; GDP = gross domestic product; GEF = Global Environmental Facility;
NGO = nongovernment organization; OGC = Office of the General Counsel; PPTA = project preparatory technical assistance; PRC = People's Republic of China;
PRCM = PRC Resident Mission; TA = technical assistance; TASF = Technical Assistance Special Fund; TBD = to be determined.

Source: Asian Development Bank
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PRC CSPU Results Framework (2006—2008)

People's Republic of China (PRC) Development Agenda Strategic Focus for Asian Development Bank (ADB)? Risks
Long-Term
Development Selected” Medium-Term Development CSP Outcomes Intermediate Indicators/Milestones
Goals Outcomes Challenges/Issues (by end 2008 unless otherwise indicated)
Maintain Promote equitable e Over 80% of ADB lending channeled to the Macro-level:
economic and inclusive poor interior regions, with at least 50% directed | e Slow progress on
development: growth—ADB will to remove infrastructure barriers in these areas the transition from a
gross domestic sharpen lending and centrally planned to
product (GDP) to knowledge products a market economy,
grow 7% and services (KPS) particularly financial
annually, aimed at: sector and state-
quadrupling 2000 owned enterprise
GDP level by | e Sustainable and e Weak infrastructure e Enhanced pro-poor | ¢ 500 kilometers (km) of expressways and (SOE) reforms
2020. Per capita balanced development, e Increasing pressures growth in the poor associated feeder roads and 2,550 km of e Continued
GDP to reach | especially in central and on energy supply interior regions by railways brought online to improve access of deterioration of
$3,000 by 2020 western areas; emerging reducing local population income distribution
focus on revitalizing the infrastructure ¢ Adopted ADB-supported reform policies related | « Rapid economic
Build a northeast barriers to road transport industry, rural roads, railway growth not
xiaokang  (all- sector, power sector, and energy supply to accompanied by

around well-off)
society by 2020:
maintaining
steady economic
growth and
continuously
improving
people’s
standards

living

Stable growth and job
creation, with expanded
small- and medium-sized
enterprises (SMEs),
services sector, and labor
mobility—at least 9 million
new jobs created annually
and 5 million laid-off
workers re-employed

Improved income
distribution, benefiting
low-income groups

o Barriers to private
sector, especially in
banking, insurance,
and investment
banking

¢ Rising GDP masks
growing inequality and
urban-rural gaps

e Enhanced support
to private sector

¢ Pro-poor policy,
planning, and fiscal
reform

poor in remote areas

o ADB recommendations on strengthening
development planning at different levels of
government reflected in the 11" Five-Year Plan
(FYP)

o ADB'’s private sector operations doubled from
the 2003-2004 base averaging $50
million/year within 5 years

o Strengthened SME credit guarantee sector
increases of credit flow to the private sector

o Poverty reduction highlighted as a key theme
of the 11th FYP, and increased public
consultation during the formulation of the plan

e ADB advocacy and recommendations reflected
in amendment of the 1995 Budget Law

¢ Debt management guidelines formulated for a
review of subprovincial fiscal transfer payment

social development
and job creation
Social tensions
could increase if
unemployment,
poverty, and income
disparities rise to
unacceptable levels

ADB-specific:

o ADB’s portfolio
performance may
deteriorate with
increased lending
channeled to the
poor interior regions
where institutions
are weaker
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People's Republic of China (PRC) Development Agenda

Strategic Focus for Asian Development Bank (ADB)?

Long-Term
Development
Goals

Selected” Medium-Term
Outcomes

Development
Challenges/Issues

CSP Outcomes

Intermediate Indicators/Milestones
(by end 2008 unless otherwise indicated)

Risks

e Accelerated rural

development, off-farm
employment, and rural
income growth; main
agriculture tax eliminated
by 2006 (accelerated from
2008)

Rural poverty eliminated
by 2010

Sound urbanization and
environmentally
sustainable development
of large, medium-sized,
and small cities and towns

e Low access and quality
of basic services in
rural areas; limited off-
farm employment,
especially for the poor

o Poverty reduction
decelerating, despite
increased funding

e Urban unemployment,
fueled by rural under-
employment

o Strengthened rural
development and
reforms and
innovations in rural
finance

e Expanded
participation of the
poor in decisions
that affect them

e Advancement of
sustainable
integrated urban
development

system

o ADB-supported agricultural tax reform
proposals adopted

o Recommendations presented on enhanced
system of fiscal transfers from provincial to
county and village levels to support poor areas

o Increased number of KPS and innovative
lending products developed helping rural
farmers

o ADB-supported reforms on rural credit
cooperatives and diversified rural financial
services adopted (with support from UK
Department for International Development
[DFID])

e New models developed (with DFID support) for
(i) nongovernment organization (NGO)
involvement in participatory village poverty
reduction approaches; and (ii) a poverty
monitoring system at or below the county level

e Sustainable urban development supported
through urban infrastructure investments in
inland cities

e Town development strategies formulated to
strengthen rural-urban linkages and promote
balanced development

o New responses to urban growth trends and
issues reflected in 11" FYP
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People's Republic of China (PRC) Development Agenda Strategic Focus for Asian Development Bank (ADB)? Risks
Long-Term

Development Selected” Medium-Term Development CSP Outcomes Intermediate Indicators/Milestones

Goals Outcomes Challengesl/Issues (by end 2008 unless otherwise indicated)

Social Enhanced targeting, o About two thirds of lending and two fifths of Macro-level:
development: and equitable social KPS support equitable and inclusive growth o Weak institutions in
achieve all development impact | e PRC Gender Strategy guides project design the central and
Millennium of ADB programs, e Lending in social development, e.g., western regions may

Development
Goals (MDGs) by
2015; improve
the social
security system,
health, and
education

Enhanced education,
universalizing 9-year
compulsory education and
eliminating illiteracy by
2007; budget allocation
for education reaches 4%
of GDP

PRC health improved,
with strengthened
systems of centers for
disease prevention and
control (CDC) by 2007,
emergency response, and
health services covering
rural and urban areas;
emerging infectious and
noncommunicable
disease challenges
addressed

Sustainable social
security system
established

e Urban-rural gaps in
quality and access;
inadequate resources;
system inefficiencies

o User fees limit access
by the poor

e Same as above, plus
inadequate disease
prevention, especially
at grassroots level;

o At a critical juncture for
fighting (i) human
immunodeficiency
virus/acquired
immunodeficiency
syndrome (HIV/AIDS),
and (ii) chronic disease

¢ Limited coverage
(urban) and weak
financial sustainability

e Legal, policy, financial,
and administrative
weakness

contributing to:

e Strengthened
access, quality,
efficiency, and
institutional capacity
of basic education
system

Capacities built in
prevention and
control of HIV/AIDS
and other diseases,
especially in the
western region
Strengthened
national planning
and strategies for
public nutrition, food
safety

Strengthened
coverage,
administration, and
financial
sustainability of the
social security
system

education.

* Models piloted for enhancing basic education
quality and equity in underdeveloped areas via
information and communication technology

e Adoption of ADB-supported approaches to
financing of compulsory education, including
lowering or eliminating of fee burdens

* Provincial adoption of new capacity building
models and approaches targeting grassroots-
level CDC and hospital staff

e Local and national HIV/AIDS prevention efforts
integrate ADB-supported innovations

. Kex nutrition-related content integrated into
11" FYP; adoption of new models for
promoting students’ nutrition

e Reforms embed ADB-supported national food
safety regulatory and strategic framework

o Improved legal, institutional administration and
financial management of the social security
system consistent with ADB policy advice

o Models developed and piloted for strengthened
social security fund administration

o ADB advocacy on rural dibao (minimum
security) social protection reflected in national
policy dialogue

undercut program
efficacy

o Disparities in social
development may
track those in
income and local
economic growth

ADB-specific:

o Increasing pressures

on technical
assistance (TA)
resources undercut
ADB efforts to
expand its role and
policy dialogue

e The Government
maintains its policy
of not borrowing
funds from ordinary
capital resources
(OCR) for health,
education and

poverty projects and
ADB cannot mobilize

concessionary

cofinancing in these

areas

oy
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People's Republic of China (PRC) Development Agenda Strategic Focus for Asian Development Bank (ADB)? Risks
Long-Term

Development Selected” Medium-Term Development CSP Outcomes Intermediate Indicators/Milestones

Goals Outcomes Challengesl/Issues (by end 2008 unless otherwise indicated)

Structural Make markets work | ¢ About two fifths of KPS and one quarter of Macro-level:
reform: better—Strategic lending designed to enhance markets, with e Potential adverse

complete the
transition from a
centrally planned
to a market
economy

Improve
governance, the
rule of law, and
administrative
reform: develop
an efficient rule-
based economy
and reduce
corruption

* Improved governance:
reduced corruption; more
clarity, transparency,
accountability, and
participation; non-political
corporate governance in
reformed and streamlined
SOE sector

Enhanced institutional
environment for
business, especially the
private sector; enhanced
markets and systems of
rights for property, labor,
and technology

Financial sector
reforms: financial sector
restructured and more
efficient and competitive

* Weak policy, legal, and
regulatory environment
and lack of
transparency

o Corruption and weak
enforcement

e Lack of accurate
statistics for economic
management

e Restrictions on market
entry, exit, and
competition in land,
labor, and capital

e Weak environment for
SME development

» Slow pace of reform
creates financial and
fiscal risks

e WTO entry exposes
vulnerabilities in the
financial system

ADB role supports
achievement of:

e Improvements to
good governance
and transparent
regulation

Stronger institutions
and infrastructure
create an enabling
environment for
businesses and the
private sector

Accelerated
financial sector
reform and reduced
financial system
risks

expanded private sector operations (see
above)

o ADB recommendations adopted in bankruptcy,
company, social security, and competition laws

o Strengthened SOE performance evaluation
systems, incorporating ADB recommendations

* New corporate governance, cost recovery, and
tariff reforms of utility companies consistent
with ADB’s private sector development policy

e ADB advice reflected in new policies to allow
private sector entry into more areas, unified tax
schemes across all enterprises, and improved
service sector statistics

o Adoption of SME credit guarantee company
regulations to enhance environment for SMEs

o ADB support reflected in improved systems for
bank supervision and rating of foreign-owned
banks

impact of failed or
incomplete reforms
on macroeconomic
stability, economic
growth, and public
well being

Slow progress may
impede momentum
in SOE reforms and
financial sector
restructuring

ADB-specific:

o ADB fails to deliver
timely and high
quality policy advice

Environmental
Sustainability:
conserve and
protect natural
resources,
achieving
environmentally
sustainable
growth and
protecting and

e Progress toward
balancing growth and the
environment

¢ Evolution of clean
industries lagging

Promote
environmental
sustainability—ADB
programs will better
contribute to:

e Expanded use of
clean production
technologies and
renewable energy

o About one third of the lending and one fifth of
KPS resources in the program address the
CSP’s environmental pillar, including via
expanded use of Global Environment Facility
(GEF); greater cohesion with donor community

o ADB policy advice and interventions on energy
conservation adopted; expanded use of natural
gas, coalbed methane, and renewable energy

Macro-level:

e Continued economic
growth exacerbates
deterioration of the
environment and
depletion of natural
resources

e Continued weak
enforcement and
lack of strong
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People's Republic of China (PRC) Development Agenda Strategic Focus for Asian Development Bank (ADB)? Risks
Long-Term

Development Selected” Medium-Term Development CSP Outcomes Intermediate Indicators/Milestones

Goals Outcomes Challengesl/Issues (by end 2008 unless otherwise indicated)

improving the coordination across
environment o New approaches to e Weak policy, legal, and | e Strengthened o ADB support reflected in national/local departments and

ensure sustainability of
natural resources;
improved ecosystems and
environmental protection

o New mechanisms to
address air, water, and
solid waste pollution and
combat land degradation

Sustainable use of water
resources in rural and
urban areas; pressures
from urban expansion
addressed—provincial
capitals, secondary cities,
and other urban areas
achieve 70%, 60%, and
45% wastewater
treatment rates by 2010

regulatory framework
and enforcement
o Weak institutional
capacity and cross-
agency coordination
¢ Undeveloped market-
based instruments

e Environmental costs
would offset 2
percentage points of
adjusted GDP growth

¢ Desertification and land
degradation worsening

¢ Entrenched poverty in
fragile/degraded areas

e Increased air pollution
from coal combustion
and vehicles

¢ Increasing water
pollution, unsustainable
water use, and weak
sectoral integration

environmental legal,
policy, pricing, and
regulatory
frameworks and
use of market-
based instruments

New approaches in
place to better
address land
degradation and
water and air
pollution

Enhanced water
resource and solid
waste management
and increased
private sector and
civil society
participation in
environmental
services

environmental laws and regulations on
renewable energy and nature reserves

o ADB-assisted reforms harmonize laws on
desertification, grasslands, soil conservation,
water, forestry, agriculture, land administration,
and environmental impact assessment (EIA)

o ADB—donor community-government initiatives
and partnerships in place (GEF-supported)

e Enhanced soil conservation in the northeast

o Policies reflect shift towards integrated river
basin management to address trans-jurisdiction
environmental issues

o Assessments of (i) poverty impact of national
projects on forest and grassland development
(DFID-supported); and (ii) environmental policy
and investments for water pollution control in
the Huai River and Tai Lake

o ADB-supported sector planning for rural water
supply and sanitation reflected in the 11" FYP;
priority investments identified

o ADB-supported urban projects achieve national
wastewater treatment targets and integration of
wastewater and solid waste management

levels of government

e Lost of farmland to
urbanization and
infrastructure
development
outpaces
replacement

ADB-specific:

o Weak institutional
capacity in the PRC
obstructs ADB’s
delivery of high-
quality environment
projects

Participation in Foster regional e Enhanced strategic regional KSP and lending; | Macro-level:

global cooperation—ADB | o Long-term partnerships developed with the « Failure to fully
integration: programs and greater |  Boao Forum and regional organizations comply with WTO
engage in regional engagement commitments
regional and contribute to: e Weakness in

global institutional capacity
cooperation and human

resources

¢y

Z Xipuaddy



People's Republic of China (PRC) Development Agenda

Strategic Focus for Asian Development Bank (ADB)?

Long-Term
Development
Goals

Selected” Medium-Term
Outcomes

Development
Challenges/Issues

CSP Outcomes

Intermediate Indicators/Milestones
(by end 2008 unless otherwise indicated)

Risks

e Enhanced regional
cooperation and global
economic integration

¢ Annual foreign trade
growth of 7% until 2020,
continued inflow of foreign
direct investment (FDI),
and greater outward FDI

e Openness institutionalized
and policies effectively
implemented; full
compliance with World
Trade Organization
(WTO) commitments

e Geopolitical and
institutional constraints
slow regional
cooperation

¢ Infrastructure, tariff,
and nontariff barriers
constrict trade and
cooperation

e Law, regulation, and
transparency not up to
international standards

e Greater policy and
institutional capacity
developed for
regional
cooperation

Infrastructure and
other barriers to
cross-border trade
removed

PRC-regional
Institutional
capacities for
financial, trade, and
surveillance
strengthened

» Policies and actions taken to address
institutional barriers; expanded function of
strengthened Greater Mekong Subregion
(GMS) sector working groups

o Agreements achieved through ADB-supported
regional cooperation activities for GMS and the
Central Asian republics (CARs);

o ADB-supported measures to reduce dust and
sandstorms in the PRC and Mongolia adopted

o Decreased transaction costs to cross-border
trade and investment;

o High utilization of (i) 77-km Baoshan-Longling
toll expressway; (ii) 294 km of upgraded rural
roads linking Yunnan and the GMS; (iii) the
roads between Guangxi and Viet Nam; and
(iv) Yuxi-Mengzi link of the Pan-Asian railway

o Expanded traffic to and from GMS in ADB-
supported PRC ports

o Customs, immigration, and other infrastructure/
facilities at border crossings brought online

o Tourism marketing and promotion boards
established

o ADB-supported development of regional
financial infrastructure evident in expanded
private investment (captured in improved
regional economic surveillance)

e Strengthened capacity of judiciary evident in
independent review of decisions on the
enforcement of WTO rules in the PRC

e Unforeseen geo-
political
developments
undermine support
for regional
cooperation

ADB-specific:

e Lack of new ADB
initiatives able to
respond to the
needs of multiple
participating
countries

ADB = Asian Development Bank; CSP = Country Strategy and Program; PRC = People’s Republic of China.
@ Tables A1.10 and A1.11 show ADB lending and nonlending programs. With the exception of the cofinancing noted here, international agency programs are

outlined in Table A1.5.
® Refers to areas where the PRC Government has sought active ADB engagement in supporting national objectives, as reflected in the CSP.
Source: Asian Development Bank.

Z Xipuaddy

1997



44 Appendix 3

CONCEPT PAPERS FOR LENDING PRODUCTS

This appendix contains the concept papers for the following lending products.

Table A3.1:
Table A3.2:
Table A3.3:
Table A3.4:
Table A3.5:
Table A3.6:
Table A3.7:
Table A3.8:
Table A3.9:
Table A3.10:

Hunan Flood Management

Shaanxi Qinling Mountain Integrated Ecosystem Management
Guiyang Integrated Water Resources Management

Inner Mongolia Environment Improvement

Sichuan Road Development IV

Taiyuan—Zhongwei Railway

Heilongjiang Road Network Development

Gansu Roads Development |l

Guangxi Nanning Urban Infrastructure Development

Wuhan Wastewater and Stormworks Management
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Table A3.1: Hunan Flood Management
Concept Paper

Date: July 2005

1. Type/modality of assistance
X Lending

Project loan

Program loan

Sector loan

Sector development program loan
Other:

QoxXOr

X1 Nonlending

Xl Project preparatory

[] Other than project preparatory
[0 Economic, thematic, and sector work
[ Institutional development
[1 other:

2. Assistance focus

a.

If assistance focuses on a particular sector or subsector, specify the
Sector: Agriculture and social sector
Subsector: Flood management

For project preparatory and lending, classification
[ Targeted intervention
X General intervention

Key thematic area(s)

Themes:

X Sustainable economic growth X Environmental sustainability
Xl Inclusive social development [0 Regional cooperation

[0 Governance [0 Private sector development

[0 Gender and development

Subtheme(s}: Urban environmental improvement, other vulnerable groups

3. Coverage

[0 Country Xl Subregional [0 Interregional

O

Internal policy development

4. Responsible division/department: Agriculture, Environment, and Natural Resources Division

East and Central Asia Department

5. Responsible ADB officer(s): R. Bolt

6. Description of assistance(s)

a.

Background/linkage to country/regional strategy: PRC’s water resources total 2,800 billion m?®, most of
which flows as river runoff through large river basins such as the Yangtze. PRC's river basins play a crucial
role in supplying water to rapidly growing cities located in floodplains, providing irrigation water, hydropower,
and waterway navigation. However, rapid economic growth, and increasing concentration of urban and rural
populations in the floodplains also increase risk, from hazards, exposure, and vulnerability to floods.
274,000 km of dikes have been constructed along rivers, but floods continue to threaten economic and
social development. During the 10th Five-Year Plan period, sector strategies were established to improve
water management, including flood management. Policy and strategic shifts toward an integrated flood
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management approach are underway as part of an overall shift toward integrated river basin and flood
management. In the meantime sector priorities continue to include: (i) improving flood protection standards
and maintaining key flood control systems in heavily populated areas to safeguard property and economic
development; (ii) developing nonstructural measures such as area flood forecasting, warning systems, and
disaster preparedness; and (iii) strengthening management of large rivers and lakes. Top priority structural
projects include dike strengthening in urban areas, constructing flood storage and detention areas, and
increasing integration of flood control systems with basin wide water and flood management approaches.

b. Goal and purpose: Many cities at county level and above in the upland areas of Hunan are located along
the province’s four main tributaries. Assets and populations in these areas suffer major losses in each flood,
which have a direct impact on local economic development and social conditions for Hunan province as a
whole. Flood control is ranked first by populations in these cities as the most needed public investment. As
part of the province’s Flood Control Plan, this Project will build the capacity of 36 municipality-level cities to
improve flood control against once-in-50—-100-year floods, and county-level cities to handle once-in-20-year
floods.

c. Components and outputs: The main components of the Project are (i) construct new dikes in urban areas
or raise existing dike standards against floods, (ii) carry out levee and foundation seepage control, (iii) fill
embankment behind dikes, (iv)carry out curtain grouting, (v)carry out high-pressure jet-grouting,
(vi) construct new flood protection walls and strengthen existing ones, (vii) rehabilitate sluice gates (viii)
establish flood forecasting and early warning systems in cities and towns as part of the overall provincial
system, and (ix) improve management systems for flood control investments.

d. Expected results and deliverables: Upon completion of the Project, the standard for flood control in
Hunan main urban areas will be improved from the previous protection against once-in-10-20-year floods to
protection against once-in-100-year floods. The standard in other urban areas at municipality level will be
improved from the previous protection against once-in-10-year floods to once-in-50-year floods. The
standard in county-level cities will be improved from the previous protection against once-in-5-year floods to
once-in-20-year floods. In total, 36 prefecture and county-level cities of Hunan will directly benefit from the
Project. This will reduce risks, direct losses from floods in project areas, improve urban flood control
capability, and facilitate sustained development of the local economy. Project implementation will also be
integrated with urban development, river channel and bank-line improvement, urban environment
improvement, and local transport and living standards improvement. The 36 subprojects cover about one
third of the province’s planned improvements to municipality and county cities flood controls. The Project will
provide an opportunity for further dialogue on the province’s plans for developing an integrated flood
management strategy.

e. Social or environmental issues or concerns: Flood control and management will involve the resettlement
of people currently living in unprotected areas and areas needed for flood control measures. The Project will
address their resettlement and reestablishment of their livelihoods. Environmental concerns are assessed
as limited to impacts during construction.

f. Plans for disseminating results/deliverables: Public consultation on the Project's social and
environmental impacts is being carried out during the project preparatory technical assistance (PPTA). The
summary environmental impact assessment will made be available to the public through the ADB website.

7. Proposed executing/implementing agency or agencies: Hunan Provincial Government and Participating
Muncipalities and Counties

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

The various levels of local government and community in Hunan province are both beneficiaries and “project
owners”. They will be responsible for project implementation and future management of flood control. Project
feasibility study reports for 36 cities and counties were completed to meet domestic requirements. The PPTA is
preparing model feasibility study reports for eight core subprojects. resettlement and environmental impact
assessment report preparation is at a similar stage.

9. Timetable for assistance design, processing, and implementation
a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2003

b. Expected date of submission for approval
Lending: 2006
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Nonlending (project preparatory): 2004
Nonlending (other than project preparatory):

c. Period and duration of assistance
Lending: 2006-2011

Nonlending: one year after approval in 2004

10. Financing Plan

a. Forlending
XI Ordinary capital resources: $200 million

[J Asian Development Fund (loan): $
[J Asian Development Fund (grant):
XI  Other: Government financing-$400 million

If cofinancing is required, indicate amount and sources sought: $

, from
Source Amount ($)
ADB Financing 200,000,000
Government Financing 400,000,000
Other Financing(GEF)
Total Cost 600,000,000
Source: ADB estimates.

b. For nonlending
[0 No resources required, other than ADB staff
[J ADB's administrative budget:
[XI Grant TA funds: $150,000
X Other: Cofinancing-$550,000

If cofinancing is required, indicate amount and sources sought: $550,000, from Spanish Government.

Source Amount ($)

ADB Financing 150,000

Government Financing

Other Financing (Spain) 550,000
Total Cost 700,000

Source: ADB

ADB = Asian Development Bank, CSP = country strategy and program, PPTA = project preparation technical

assistance, PRC = People’s Republic of China, RCSP = regional cooperation strategy and program, TA = technical
assistance.
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Table A 3.2: Shaanxi Qinling Mountain Integrated Ecosystem Management
Concept Paper

Date: July 2005

Type/modality of assistance

X Lending

Project loan

Program loan

Sector loan

Sector development program loan
ADF grant-financed

Other:

X Nonlending
XI Project preparatory
[] Other than project preparatory
[0 Economic, thematic, and sector work
[ Institutional development
[] Other:

I I I [ I <

Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
Sector(s): Agriculture and natural resources
Subsector(s): ): Environment and biodiversity, livestock, forestry, agricultural production, and water
resources management

b. For project preparatory and lending, classification
[J Targeted intervention
[XI General intervention

c. Key thematic area(s)
Themes:
X Sustainable economic growth XI Environmental sustainabiity
X Inclusive social development [ Regional cooperation
[1 Governance X Private sector development
[] Gender and development
Subtheme{s}: Sustainable economic growth, social development

Coverage

X Country [0 Subregional [0 Interregional
[] Internal policy development

4.
Asia

Responsible division/department: Agriculture, Environment, and Natural Resources Division, East and Central
Department

5.

Responsible ADB officer(s): B. Carrad

6.

Description of assistance(s)

a. Background/linkage to country/regional strategy: The Qinling Mountains (QM) are located immediately
to the south of the capital, Xi'an, of Shaanxi province (SP). The QM is a temperate forest of global
importance. A biologically rich locality, it has a moist temperate climate with many endangered plant and
animal species. The QM forms the dividing line between south and north PRC and has a major influence on
the climate of northern PRC, and the water resources of both the Yellow and Yangtze rivers. Approximately
4.9 million people live in the QM, many of whom are poor, make their living from agriculture, and live in
isolated areas with very limited infrastructure or links to the modern economy. However, there is no overall
strategy for sustainable livelihoods or a coordinated approach to monitoring or conserving natural resources.
Over 90% of the QM lies within SP, and 70% of the total range (about 40,000 km? of the total mountain
range area of about 57,000 kmz) has been highly degraded through inappropriate farming practices,
logging, overuse of natural resources and encroachment over many decades; water runoff to the dry north
of the PRC is decreasing as a result.
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Despite its degraded condition, the QM offers very significant ecological, cultural, and historical
opportunities. The QM contains the highest panda population density in the PRC, being home to
approximately 20% of PRC’s total wild pandas. Over 15 animal species have been listed in the national
priority protection wildlife list, including golden monkey, golden takin, leopard, and crested ibis (Japan’s
national bird and extinct there in the wild). The QM is also typical of the biodiversity conservation challenges
faced by the PRC. If successfully developed and promoted, selected sites could both attract high tourist
numbers and generate revenues for conserving biodiversity and increasing rural incomes. In 2002, Xi'an
received 19.7 million tourists, of whom 0.74 million were from overseas. Over 2 million tourists visited the
world famous Terracotta Warriors site, with tourist receipts of CNY210 million ($25.5 million), and revenues
are increasing annually by about 10%. Xi'an hotels and tourist operators offer excellent services, and the
proposed main site is a 1-hour drive south on excellent roads and so is highly convenient for tourism.

To address such vital concerns in a structured and comprehensive way, ADB has supported the
Government to develop a long-term country programming framework (CPF) for the PRC-Global Environment
Facility (GEF) Partnership on land degradation. It is an integral part of ADB’s country strategy and program
(2004-06), addressing the interface between pro-poor economic growth and sustainable environmental
management. The CPF covers a 10-year period (2003—-2012) and seeks to combat land degradation, reduce
poverty, and conserve biodiversity through capacity-building investments and developing viable model
investment projects, consistent with GEF’s Operational Program 12 on integrated ecosystem management.
The proposed project would be eligible for GEF grant support and be one of the ADB-financed
demonstration projects—Shaanxi is one of the priority provinces under the Partnership. Other ongoing donor
initiatives would be considered in the project development.

Goal and purpose: The long-term goal of the Project will be improved biodiversity conservation and
reduction of land degradation in the QM. The purpose will be a commercially sustainable initiative for
biodiversity conservation and land management in QM.

Components and outputs: The baseline project (ADB/Government-financed) will have the following major
outputs: (i) QM biodiversity conservation and tourism core area: protection area of 9.8 km? for scientific
displays, small zoo/animal hospital/breeding center; protection area of 262 km? for natural preservation of
plants and animal conservation; rare bird rescue and habitat recovery; and 196 km? for additional habitats,
tourism, and to protect the Louguantai historical and cultural area; (ii) wild resource preservation and
research: plants, animals; scientific laboratories and base for education; seed bank and research center; (iii)
sustainable development and poverty reduction: medicinal plants and processing; resettlement, including
compensation/subsidies; farmer training facilities; outreach program to link the core area with the wider QM,
including field stations, extension, and other services; (iv) environmental protection, infrastructure,
equipment, and transport: sewage and waste treatment; access roads (approx. 55 km) and cableway (1.2
km); riverbank protection (2.6 km) power plant, telecommunications; vehicles, equipment and related
facilities; (v) monitoring and evaluation: to gauge the impact of biodiversity conservation; and (vi) institutional
capacity building: information and human resources development; sustainable ecosystem management
program and capacity building; overseas study/training. The GEF-financed component will include: (i)
restoration of wildlife habitats, propagation and reintroductions, providing technical advice on the best
international practices for a commercial approach; (ii) development of a world-class biodiversity conservation
venue, suitable for domestic and international tourists, to close the major gap between the international
standards of modern zoos and the very low standards in the PRC; identifying species of global importance,
business plans and strategies for different market segments, and educational opportunities; (iii) an outreach
program to integrate the core area and the wider QM, focused on public awareness, alternative income
opportunities, training, extension and related services; (iv) a monitoring and evaluation system; and (v)
institutional and enabling environment innovations to ensure that an integrated approach is properly
designed, implemented and monitored.

Expected results and deliverables: Upon project completion there will be a world-class commercial venue
for biodiversity conservation, and ecological and cultural tourism; sustainable conservation; restoration of
key habitats, wildlife propagation and reintroduction of species within the core area and the wider QM; an
outreach program to integrate the core area and the wider QM focused on public awareness and rural
livelihoods, based on an integrated environmental management approach; an appropriate monitoring and
evaluation system; institutional and enabling environment innovations for a long-term approach and
demonstration in other parts of the PRC.

Social or environmental issues or concerns: Social and environmental impacts, including for minority
peoples, will be addressed during the project preparatory technical assistance (PPTA).
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f. Plans for disseminating results/deliverables: Public consultation on the Project's social and

environmental impacts will be carried out during the PPTA. The summary environmental impact assessment
will be available to the public through ADB website.
For TA, method(s) of TA output dissemination:

X A conference/workshop/brown bag

O Publication of article(s) in external journals or books

X External press release to news agencies, including www.adb.org
X Internal press release in ADB Today

[l Others (specify)

7. Proposed executing/implementing agency or agencies: The Foreign Debt Management Office, Shaanxi
province

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
The provincial government of Shaanxi province attaches great importance to the project. The Provincial Development

and Reform Commission has supervised the project proposal, based on local consultations. NDRC and MOF have
approved the project in ADB’s 2005-2007 pipeline.

9. Timetable for assistance design, processing, and implementation

a. Yearincluded in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2004

b. Expected date of submission for approval
Lending: 2006
Nonlending (project preparatory): 2005
Nonlending (other than project preparatory):

c. Period and duration of assistance
Lending: 2006-2010
Nonlending: one year after approval in 2005
10. Financing Plan

a. Forlending
XI Ordinary capital resources: $35 million
[ Asian Development Fund (loan):
[] Asian Development Fund (grant):
X Other: Government Financing-$65.7 million; Cofinancing-$10 million

If cofinancing is required, indicate amount and sources sought: $10,000,000, from GEF (OP12)

Source Amount ($)
ADB Financing 35,000,000
Government Financing 65,700,000
Other Financing (GEF) 10,000,000

Total Cost 110,700,000

Source: ADB estimates.

b. For nonlending
[0 No resources required, other than ADB staff
[0 ADB's administrative budget:
[XI Grant TA funds; $500,000
X Other: Government financing-$150,000; Cofinancing-$350,000

If cofinancing is required, indicate amount and sources sought: $350,000, from GEF PDF-B.

Source Amount ($)
ADB Financing 500,000
Government Financing 150,000
Other Financing (GEF PDF-B) 350,000
Total Cost 1,000,000

Source: ADB estimates.

ADB = Asian Development Bank, CPF = country programming framework, CSP = country strategy and program, GEF

(OP12) = Global Environment Facility (Operations 12), GEF PDF-B = Global Environment Facility Project
Development Facility-Block B, PPTA = project preparation technical assistance, PRC = People’s Republic of China,
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QM = Qinling Mountains, RCSP = regional cooperation strategy and program, SP = Shaanxi Province, TA = technical

assistance.

@ For example, The United Nations Environment Programme (UNEP) (Conservation and Sustainable Use of
Biodiversity in Qinling Mountain Ecosystem Function Conservation Area) is listed on UNEP’s website as possible a
future GEF OP3/4 pipeline project; SP has agreed to integrate this within the proposed project. The World
Bank/GEF Nature Reserve Management Project (1995, and now completed) included Qinling as a site for project
activities.
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Table A3.3: Guiyang Integrated Water Resources Management
Concept Paper

Date: July 2005

1. Type/modality of assistance
X Lending

Project loan

Program loan

Sector loan

Sector development program loan
ADF grant-financed

Other:

OOOXOO

X Nonlending

XI Project preparatory

[] Other than project preparatory
[0 Economic, thematic, and sector work
[ Institutional development
[1 Other:

2. Assistance focus

a.

If assistance focuses on a particular sector or subsector, specify the
Sector(s): Agriculture and natural resources
Subsector(s): Water resource management

For project preparatory and lending, classification
[] Targeted intervention
XI General intervention

Key thematic area(s)

Themes:

X Sustainable economic growth X Environmental sustainabiity
] Inclusive social development [ Regional cooperation

[0 Governance [ Private sector development

[0 Gender and development

Subtheme({s}: Fostering physical infrastructure development and Natural resources conservation

3. Coverage

X Country [0 Subregional [ Interregional

O

Internal policy development

4. Responsible division/department: Agriculture, Environment, and Natural Resources Division / East and
Central Asia Department

5. Responsible ADB officer(s): D. Ellingson

6. Description of assistance(s)

a.

Background/linkage to country/regional strategy: Challenges faced by PRC in managing water
resources include: (i) large aggregate water supply, but low per capita availability; (ii) floods, prolonged
droughts, and considerable seasonal variations; (iii) significant differences in water availability across cities
and provinces; and (iv) increasing demands for clean water supply and related urban services resulting
from rapid economic development. In relation to agriculture, a well-developed and maintained rural
infrastructure, including irrigation facilities, is a precondition for reasonable living standards and is critical for
poverty alleviation. However, budgets and fiscal capacity at provincial and subprovincial levels are typically
inadequate in poorer areas such as Guizhou province and Guiyang municipality to support such
development. The proposed Project will be pro-poor through its support of economic growth, and its
provisions to ensure participation of representatives from all stakeholders.
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b. Goal and purpose: The long-term goal is to support the PRC to achieve the sustainable management of
water resources, thereby reducing poverty and promoting economic development. The purpose is to ensure
the establishment of a long-term comprehensive water sector development plan that can be implemented
by the Guiyang Municipal Government and a policy framework for the water sector.

c. Components and outputs: Components will include: (i) development planning; (ii) institutional capacity
building; and (iii) if necessary, policy revision. Outputs will include: (i) a development plan to meet the priority
development needs of the water sector; (ii) the borrowing entity provided with the institutional capacity to
implement the water sector development plan; and (iii) if so required, improvement in the policies applicable
to the water sector.

d. Expected results and deliverables: Submissions to ADB and the PRC Government attesting to the
development of a comprehensive water sector development plan; the technical and managerial capabilities
of water sector institutions to develop, process and implement the plan; and the existence of an appropriate
policy framework for effective development of the plan.

e. Social or environmental issues or concerns: Social and environmental impacts will be assessed during
PPTA.

f. Plans for disseminating results/deliverables: Public consultation on social and environmental impacts of
the Project will be carried out during the PPTA. A summary environmental impact assessment will be
available to the public through the ADB website.

7. Proposed executing/implementing agency or agencies: Water Resources Bureau of the Guiyang Municipal
Government

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
Initiation of the planning process and the water sector development strategy will be prepared under the direction and
supervision of the Guiyang Municipal Government, who will take responsibility for its approval as well as ensuring
broad participation by representatives of all of the main stakeholders.

9. Timetable for assistance design, processing, and implementation
a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2004

b. Expected date of submission for approval
Lending: 2006
Nonlending (project preparatory): 2006
Nonlending (other than project preparatory):

c. Period and duration of assistance
Lending: 2007-2011 (five years)
Nonlending: PPTA: July 2005—-April 2006 (8 months)

10. Financing Plan

a. Forlending
X Ordinary capital resources: $150 million
[ Asian Development Fund (loan):
[] Asian Development Fund (grant):
XI Other: Government financing-$150 million

If cofinancing is required, indicate amount and sources sought: $ , from
Source Amount ($)
ADB Financing 150,000,000
Government Financing 150,000,000
Other Financing (GEF PDF-B)
Total Cost 300,000,000

Source: ADB estimates.
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b. For nonlending
] No resources required, other than ADB staff
[] ADB's administrative budget:
X Grant TA funds: $800,000
XI Other: Cofinancing-$160,000

If cofinancing is required, indicate amount and sources sought: $160,000, from Cooperation Fund for the Water
Sector

Source Amount ($)
ADB Financing 800,000
Government Financing

Other Financing 160,000
Total Cost 960,000

Source: ADB estimates.

ADB = Asian Development Bank, CSP = country strategy and program, GMG = Guiyang Municipal Government,
PPTA = project preparation technical assistance, PRC = People’s Republic of China, RCSP = regional cooperation
strategy and program, TA = technical assistance.




Appendix 3 55

Table A3.4: Inner Mongolia Environmental Improvement
Concept Paper

Date: July 2005

1. Type/modality of assistance (double-click on appropriate box)

X Lending
Xl Project loan
[0 Program loan
[ Sectorloan
[ Sector development program loan
[1 other:

X Nonlending
XI Project preparatory
[] Other than project preparatory
[0 Economic, thematic, and sector work
[ Institutional development
[0 Other:

2. Assistance Focus

a. If assistance focuses on a particular sector or subsector, specify the
Sector(s): Energy
Subsector(s): Gas, heating

b. For project preparatory and lending, classification
[J Targeted Intervention
X General Intervention

c. Key thematic area(s)

Themes:

X Sustainable economic growth XI Environmental sustainability
] Inclusive social development [ Regional cooperation

[] Governance [] Private sector development

[0 Gender and development

Subtheme(s}:

Promote economic efficiency and enabling market; Fostering physical infrastructure development

3. Coverage

Xl Country ] Subregional ] Interregional
] Internal policy development

4. Responsible division/department Energy Division, East and Central Asia Department

5. Responsible ADB officer(s): Bo Q. Lin

6. Description of assistance(s)

a. Background/linkage to country/regional strategy: The PRC’s primary commercial energy supply
consists of coal (68%), followed by oil (21%), hydropower (8%), and natural gas (3%). The PRC’s heavy
dependence on coal as an energy source has resulted in substantial environmental damage caused by
pollution from particulate matter, sulfur dioxide (SO2), nitrogen oxides (NOy), total suspended particulates
(TSP), carbon dioxide (COz),.and other harmful elements found in coal. SO, and NOy are the main precursor
gases that cause acid rain, one of the largest environmental problems of the PRC and East Asia.
Approximately 80% of SO, emissions in the PRC originate from coal combustion in the power and industry
sectors. Under its 10th Five-Year Plan, 2001-2005, the Government assigned a high priority to increasing
the share of natural gas, a more environment-friendly and cleaner source of energy. The proven natural gas
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reserves in Inner Mongolia are 1 trillion m®, and the prospective reserves, 4.2 trillion m>. The demand for
domestic use of heating and gas in Inner Mongolia has increased substantially in recent years because of
the continued economic growth and the Government’s effort to reduce coal consumption. The exisiting
heating and gas distribution systems in Inner Mongolia have led to low fuel efficiency and high distribution
losses. As natural gas is composed mainly of methane, its leakage into the atmosphere is also a serious
global environmental issue. The rehabilitation and expansion of the exisiting gas distribution system, given
its highly inflammable nature, would also help to ensure its safe distribution. The upgrading and expansion
of gas and heating supply systems in urban and peri-urban areas will benefit the residents, particularly the
poor, by increasing the gas and heating supply, reducing gas and heating supply losses, and avoiding large
increases in gas and heating tariffs. The Project will address one of the Government’s main concerns in the
energy sector and will be consistent with ADB's operational strategy of helping the country achieve
economic growth in an efficient, equitable, and sustainable manner, at the same time bringing about
environmental improvements in urban and peri-urban areas.

Goal and purpose: The long-term goal of the Project is to support environmental improvement in Inner
Mongolia Autonomous Region. The main objectives of the Project are: (i) improvement in efficiency and
reliability of the gas and central heating supply to the poor and closure of small coal-fired boilers, and (ii)
utilization of clean fuel. Policy dialogue with the Government during project processing will focus on urban
and peri-urban areas: (i) maximize benefits to the poor and ensuring that the poor have sufficient gas and
heating by establishing specific gas and heating assistance programs, (ii) implement market-based heating
tariff reforms and improve billing collection in project cities, and (iii) promote private sector participation.

Components and outputs: The Project consists of three main components: (i) natural gas transmission
and distribution, (ii) central heating supply, and (iii) gas and heating sector reforms and corporate
governance improvement. Components (i) and (ii) will focus on two large cities and adjoining areas in Inner
Mongolia to have greater environmental impact. The anticipated outputs of the Project include: (i) increased
natural gas utilization, (ii) rehabilitated and expanded gas distribution systems, (iii) augmented central
heating systems to facilitate closure of small inefficient coal-fired boilers, (iv) developed institutional and
financial tariff reform action plan, and privatization plan, and (v) implemented assistance programs for the
poor households. The possibility of clean development mechanism (CDM) opportunities associated with the
Project components will be examined.

Expected results and deliverables: The Project is to promote efficient use of natural gas and heating
supply using advanced technologies, and is justified in technical, economic, and financial terms. The Project
will provide substantial environmental and health benefits. The environmental benefits from the Project
include expected coal savings, and the emission reduction of TSP, SO, NOy, and CO,. Other
environmental benefits, such as reduction in damage from the waste water of small boilers and gas leaks,
are also likely to be significant. The Project will improve indoor air quality and safety of gas distribution, in
addition to the direct benefits to the poor.

Social or environmental issues or concerns: Environmental, resettlement and ethnic minority issues will
be assessed during PPTA.

Plans for disseminating results/deliverables: Public consultation on social and environmental impacts of
the Project will be carried out during the PPTA. A summary environmental impact assessment and
resettlement action plan (if any) will be available to the public through the ADB website

7. Proposed executing/implementing agency or agencies: The Government of Inner Mongolia Autonomous
Region
8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

National Development and Reform Commission, Ministry of Finance, Inner Mongolia Autonomous Region and local
governments, Environmental Protection Bureau of Inner Mongolia Autonomous Region, Workers Federation, and
Women Federation. The consultations include the TA goal and purpose, components and outputs, expected results
and deliverables, social and environmental concerns, and plans for disseminating results/deliverables.

9.

Timetable for assistance design, processing, and implementation

Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2004

Expected date of submission for approval
Lending: 2006
Nonlending (project preparatory): 2005
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Nonlending (other than project preparatory):

c. Period and duration of assistance{s}
Lending: 2006—2010 (5 years)
Nonlending: 2005 (10 Months)

10. Financing Plan

a. Forlending
XI Ordinary capital resources: $100 million
[0 Asian Development Fund:
X Other: Government financing-$100 million

If cofinancing is required, indicate amount and sources sought: $ , from
If known, provide cost estimates and financing arrangements.
Source Amount ($)
ADB Financing 100,000,000
Government Financing 100,000,000
Other Financing
Total Cost 200,000,000

Source: Project Proposal of the Government of Inner Mongolia Autonomous Region.

b. For nonlending
[J No resources required, other than ADB staff
[] ADB's administrative budget:
X Grant TA funds: $500,000
X Other: Government financing-$200,000

If cofinancing is required, indicate amount and sources sought: $ , from
If known, provide cost estimates and financing arrangements.
Source Amount ($)
ADB Financing 500,000
Government Financing 200,000
Other Financing
Total Cost 700,000

Source: TA proposal from the Government of Inner Mongolia Autonomous Region.
ADB = Asian Development Bank, CDM = clean development mechanism, CO; = carbon dioxide, CSP = country
strategy and program, NOy = nitrogen oxides, PPTA = project preparation technical assistance, PRC = People’s
Republic of China, RCSP = regional cooperation strategy and program, SO, = sulfur dioxide, TA = technical
assistance, TSP = total suspended particulates.
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Table A3.5: Sichuan Road Development IV
Concept Paper

Date: July 2005

1. Type/modality of assistance
X Lending

Project loan

Program loan

Sector loan

Sector development program loan
ADF grant-financed

Other:

I I I [ I | <

X Nonlending

XI Project preparatory

[] Other than project preparatory
[0 Economic, thematic, and sector work
[ Institutional development

a.

[] Other:
2. Assistance focus
a. If assistance focuses on a particular sector or subsector, specify the
Sector(s): Transport and communications
Subsector(s): Roads and highways
b. For project preparatory and lending, classification
[J Targeted intervention
X General intervention
c. Key thematic area(s)
Themes:
X Sustainable economic growth [J Environmental sustainability
[ Inclusive social development [ Regional cooperation
[1 Governance [] Private sector development
[] Gender and development
Subtheme({s}: (i) Promoting economic efficiency and enabling markets, and (ii) fostering physical
infrastructure development
3. Coverage
Xl Country [ Subregional ] Interregional
] Internal policy development
4. Responsible division/department: Transport and Communications Division, East and Central Asia Department
5. Responsible ADB officer(s): Makoto Qjiro
6. Description of assistance(s)

Background/linkage to country/regional strategy: Despite considerable investments, the PRC road
network is still inadequate, and does not provide efficient transport access to large parts of the country,
particularly in the poorer inland regions. Better transport links are needed to improve economic efficiency,
foster domestic and international trade, facilitate interregional integration, and reduce poverty. Western PRC
lacks good roads into and out of the region, and between and within provinces in the region. A better road
network is needed to facilitate sustainable economic development and to ensure investments reach poor
areas and rural residents in the hinterlands, thus spreading economic and social benefits widely. To
enhance economic development and reduce poverty in the western part of the PRC, the Government is
implementing a Western Region Development Strategy, which is the key theme of the 10" and 11" Five-




Appendix 3 59

Year Plans. The strategy aims to reduce development disparities between the western and coastal regions.
The proposed Project will support this strategy. ADB is targeting its assistance in the road sector on the less
developed central and western provinces where the majority of the poor live. The proposed Project is
consistent with ADB’s strategy. Western PRC, including Sichuan province, has lagged behind the rest of the
country economically, the poor road network is a major reason for this. In 2004, the annual per capita GDP
in Sichuan province was CNY7,514, or 72% of the national average. Annual per capita income was
CNY2,580, or 88% of the national average. The Project will support the Government’'s Western Region
Development Strategy and is consistent with ADB’s country strategy and program in the PRC.

Goal and purpose: Enhance economic development and reduce poverty by improving access in northern
Sichuan.

Components and outputs: (i) Construction of a 149-km trunk road, comprising 80 km from Dazhou to
Xuanhan and 69 km from Xinhua to Wanyuan; (ii) upgrading of associated local roads; (iii) procurement of
equipment; (iv) land acquisition and resettlement; and (v) consulting services for construction supervision,
monitoring and evaluation, and training.

Expected results and deliverables: By developing an integrated expressway and a complementary local
road network, the Project will help improve access to market opportunities and social services for the rural
poor residents in the project area. The Project will reduce transport time and costs, thereby helping develop
an enabling environment for investment, create employment opportunities, and enhance incomes.

Social or environmental issues or concerns: Given the large land acquisition, the Project will impact on
environment and resettlement. These impacts will be addressed by environmental impact assessment and
environmental management plan, as well as resettlement plan.

Plans for disseminating results/deliverables: Through consultation meetings and local media.
For TA, method(s) of TA output dissemination:

X A conference/workshop/brown bag

O Publication of article(s) in external journals or books

O External press release to news agencies, including www.adb.org
X Internal press release in ADB Today

| Others (specify)

7. Proposed executing/implementing agency or agencies: Sichuan Provincial Communications Department

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

This project was proposed by the Sichuan Provincial Communications Department through the Central Government.
Local people were consulted as part of project preparation.

9. Timetable for assistance design, processing, and implementation

a.
b.

C.

Year included in CSP, CSP Update, RCSP, CSP Update, or interregional work plan: 2005

Expected date of submission for approval
Lending: 2006
Nonlending (project preparatory): 2005
Nonlending (other than project preparatory):
Period and duration of assistance
Lending: 4 years from 2006—2009
Nonlending:

10. Financing Plan

a.

For lending

Ordinary capital resources: $200 million

Asian Development Fund (loan):

Asian Development Fund (grant):

Other: Government Financing-$272 million; Cofinancing-$280 million

XO0X
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If cofinancing is required, indicate amount and sources sought: $280 million, from domestic bank.

Source Amount ($)
ADB Financing: 200,000,000
Government Financing: 272,000,000
Other Financing 280,000,000
Total Cost: 752,000,000

Source: ADB estimates.

b. For nonlending
[J No resources required, other than ADB staff
[] ADB's administrative budget:
X Grant TA funds: $400,000
X Other: Government financing-$100,000

If cofinancing is required, indicate amount and sources sought: $ , from
Source Amount ($)
ADB Financing: 400,000
Government Financing: 100,000
Other Financing
Total Cost: 500,000

Source: ADB estimates.

ADB = Asian Development Bank, CSP = country strategy and program, GDP = gross domestic product, PPTA =

project preparation technical assistance, PRC = People’s Republic of China, RCSP = regional cooperation strategy
and program, TA = technical assistance.




Appendix 3 61

Table A 3.6: Taiyuan—Zhongwei Railway
Concept Paper

Date: July 2005

1. Type/modality of assistance
X Lending

Project loan

Program loan

Sector loan

Sector development program loan
ADF grant-financed

Other:

I I I [ I | <

X Nonlending

XI Project preparatory

[] Other than project preparatory
[0 Economic, thematic, and sector work
[ Institutional development

a.

[] Other:
2. Assistance focus
a. If assistance focuses on a particular sector or subsector, specify the
Sector(s): Transport and communications
Subsector(s): Railways
XI Targeted intervention
XI General intervention
c. Key thematic area(s) {check more than one category, if applicable}
Themes:
X Sustainable economic growth [ Environmental sustainabiity
] Inclusive social development [ Regional cooperation
[] Governance [] Private sector development
[] Gender and development [] Capacity development
3. Coverage
X Country [0 Subregional [ Interregional
] Internal policy development
4. Responsible division/department: Transport and Communications Division, East and Central Asia Department
Responsible ADB officer(s): Manmohan Parkash
6. Description of assistance(s)

Background/linkage to country/regional strategy: As of end 2004, the PRC'’s railway system comprised
74,000 route-km of railways. The railway system will have increased to 75,000 route-km by 2005 and to
85,000 km by 2010. Given the location of the population, natural resources, and industries in the PRC, the
current size of the railway network does not provide adequate coverage. There are vast inland areas in the
central and western parts of the country that do not have any rail transport. The lack of railway capacity to
meet increasing demands is constraining economic growth. The Government’'s Railway Development Plan
(2004) gives priority to unserved areas, particularly to railway lines that would improve links between poor
inland provinces in the western and central PRC and the more prosperous coastal areas. The proposed
Project will provide a vital link between the inland provinces to the eastern region.

The project provinces, Shanxi, Shaanxi, and Ningxia, are inland provinces that lag behind the coastal
provinces.
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b. Goal and purpose: The Project will build a passage between northwest and northern PRC, reinforce the
economic and cultural connection between the north region and the hinterland, reduce poverty along the
alignment, and improve railway quality and competitiveness.

c. Components and outputs and specific deliverables: The project preparatory technical assistance was
approved on 8 April 2005. The railway will start at Yuci, near Taiyuan in Shanxi province and passes
through Suide, Jingbian, Dingabian on its way to Yinchuan and Zhongwei in Ningxia province. The
estimated length is 975 km and the Government’s feasibility study being prepared.

d. Expected results and deliverables: (i) Significant improvement to the railway network layout, (ii)
development of western PRC resources, (iii) acceleration of economic development, and (iv) poverty
reduction.

e. Social or environmental issues or concerns: The Project is classified as “A” for environment and
resettlement . The PPTA consultants will assess the concerns that are expressed and help the Government
prepare a resettlement plan and an SEIA. The railway passes through poor areas, and the Project is
expected to generate benefits for the poor. A detailed assessment of these will be done by the PPTA
consultants.

f. Plans for disseminating results/deliverables: A public consultation on the Project's social and
environmental impacts will be carried out during the PPTA. A summary environmental impact assessment
and resettlement action plan will be available to the public through the ADB website.

7. Proposed executing/implementing agency or agencies: Foreign Capital and Technical Import Center,
Ministry of Railways

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
The Ministry of Railways is doing the initial work of comparison and selection of alignment plans.

9. Timetable for assistance design, processing, and implementation
a. Yearincluded in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2001

b. Expected date of submission for approval
Lending: 2006
Nonlending (project preparatory): 2005
Nonlending (other than project preparatory):

c. Period and duration of assistance{s}
Lending: 2006—2010 (5 years)
Nonlending: 2005 (5 months)

10. Financing Plan

a. Forlending
X Ordinary capital resources: $250 million
[ Asian Development Fund (loan): $
[ Asian Development Fund (grant): $
XI Other: Government financing-$1,000 million; Cofinancing-$750 million

If cofinancing is required, indicate amount and sources sought: $750 million, from domestic bank.

Source Amount ($)
ADB Financing 250,000,000
Government Financing 1,000,000,000
Other Financing 750,000,000
Total Cost 2,000,000,000

Source: Ministry of Railways

b. For nonlending
[J No resources required, other than ADB staff
[[] ADB's administrative budget: $
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[XI Grant TA funds $500,000
XI Other: Government financing-$100,000

If cofinancing is required, indicate amount and sources sought: $ , from
Source Amount ($)
ADB Financing 500,000
Government Financing 100,000
Other Financing
Total Cost 600,000

Source: ADB estimates

ADB = Asian Development Bank, CSP = country strategy and program, PPTA = project preparation technical
assistance, PRC = People’s Republic of China, RCSP = regional cooperation strategy and program, SEIA =
Summary of Environmental Impact Assessment, TA = technical assistance.
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Table A 3.7: Heilongjiang Road Network Development
Concept Paper

Date: July 2005

Type/modality of assistance

X Lending

Project loan

Program loan

Sector loan

Sector development program loan
ADF grant-financed

Other:

X Nonlending
XI Project preparatory
[] Other than project preparatory
XI Economic, thematic, and sector work
[ Institutional development
[1 Other:

I I I [ I | <

Assistance focus

a. If assistance focuses on a particular sector or subsector, specify the
Sector(s): Transport and communications
Subsector(s): Road and railway transport

b. For project preparatory and lending, classification
[] Targeted intervention
XI General intervention

c. Key thematic area(s)
Themes:
X Sustainable economic growth
] Inclusive social development
[] Governance
[0 Gender and development

Environmental sustainabiity
Regional cooperation
Private sector development
Capacity development

NN

Subtheme({s}: promoting economic efficiency and enabling markets

Coverage

XI Country [ Subregional ] Interregional
] Internal policy development

Responsible division/department: Transport and Communications Division, East and Central Asia Department

Responsible ADB officer(s): E. Kwon

Description of assistance(s)

Background/linkage to country/regional strategy: In November 2003, the Government embarked on an
ambitious plan to revitalize the northeast region—including Heilongjiang—as an industrial hub and to attain and
sustain annual economic growth of over 10%. The Ministry of Communications drafted a northeast regional
transport network development plan (TNDP) in September 2004, in collaboration with Heilongjiang, Jilin, and
Liaoning provinces. The plan aims to construct an integrated road and waterway network in the region to catalyze
economic development.?

The proposed Project will upgrade or construct five sections—totaling 459 km—of the Jixi-Nehe highway into
class Il highway. The 828 km Jixi-Nehe highway is one of eight key east—west highways included in the TNDP,
which supports the Government’s revitalization plan for the northeast region. The Jixi-Nehe highway, cutting
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across the middle of Heilongjiang through 11 counties, serves as a major route connecting the eastern and
western parts of the province. However, more than a half of the corridor falls under class Ill or IV highways, or
gravel roads, in poor condition. Traffic congestion due to bad road conditions often causes transport costs to
spiral. Likewise, the expansion of economic activities, including agricultural and industrial trade, is severely
hampered by poor transport conditions.

. Goal and purpose: Stimulate economic development and thereby reduce poverty in Heilongjiang province.

. Components and outputs: (i) The upgrading or construction of 459 km of class Ill or below highways to two-

lane class Il highways; (ii) the improvement of 11 sections of township roads connected to the county center,
totaling 60 km, to strengthen the integrated network in the project area; (iii) the construction of roadside stations
in the project area; (iv) the procurement of equipment; (iv) land acquisition and resettlement; and (v) consulting
services for construction supervision and related services.

. Expected results and deliverables: (i) Increased transport capacity and efficiency of the network in

Heilongjiang, (ii) improved transport safety and reduced transport costs, and (iii) thereby accelerated economic
growth and poverty reduction in the project area.

. Social or environmental issues or concerns: Soil and water conservation.

Plans for disseminating results/deliverables: Public consultation on the project’s social and environmental
impacts will be carried out during PPTA. A summary environmental impact assessment and summary
resettlement plan will be available to the public through the ADB website.

For TA, method(s) of TA output dissemination:

[ A conference/workshop/brown bag

[ Publication of article(s) in external journals or books

X External press release to news agencies, including www.adb.org
[ Internal press release in ADB Today

[] Others (specify)

7.

Proposed executing/implementing agency or agencies: Heilongjiang Provincial Communications Department.

8.

Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

During the preparation of the feasibility study, environmental impact assessment, and resettlement plan, public
consultations will be held with government officials of counties and townships, and villagers, other people, likely to be
affected by the Project, and local groups to address local concerns in the design of the Project.

9.

Timetable for assistance design, processing, and implementation
a. Year included in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2005

b. Expected date of submission for approval
Lending: 2006
Nonlending (project preparatory): 2005
Nonlending (other than project preparatory):

c. Period and duration of assistance
Lending: 2007-2010
Nonlending: 2005—2006

10. Financing Plan

a. Forlending
X Ordinary capital resources: $200 million
[] Asian Development Fund (loan):
[] Asian Development Fund (grant):
XI Other: Government financing-$240 million

If cofinancing is required, indicate amount and sources sought: $ , from
Source Amount ($)
ADB Financing 200,000,000
Government Financing 240,000,000
Other Financing
Total Cost 440,000,000

Source: ADB estimates.
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b. For nonlending
[0 No resources required, other than ADB staff
[] ADB's administrative budget:
X Grant TA funds: $500,000
XI Other: Government financing-$125,000

If cofinancing is required, indicate amount and sources sought: $ , from
Source Amount ($)
ADB Financing 500,000
Government Financing 125,000
Other Financing
Total Cost 625,000

Source: ADB estimates.

ADB = Asian Development Bank, CSP = country strategy and program, PPTA = project preparation technical

assistance, PRC = People’s Republic of China, RCSP = regional cooperation strategy and program, TA = technical

assistance, TNDP = transport network development plan.

@ The network consists of five south—north highways, eight east-west highways, 2 circumferential roads, and 10
linking roads. The combined length will be 14,000 km, of which two-thirds will be expressways.




Appendix 3 67

Table A3.8: Gansu Roads Development Il
Concept Paper

Date: July 2005

1. Type/modality of assistance
X Lending

Project loan

Program loan

Sector loan

Sector development program loan
ADF grant-financed

Other:

I I I [ I | <

X Nonlending

XI Project preparatory

[] Other than project preparatory
[0 Economic, thematic, and sector work
[ Institutional development

a.

[] Other:
2. Assistance focus
a. If assistance focuses on a particular sector or subsector, specify the
Sector(s): Transport and communications
Subsector(s): Roads and highways
b. For project preparatory and lending, classification
[] Targeted intervention
Xl General intervention
c. Key thematic area(s)
Themes:
X Sustainable economic growth [ Environmental sustainability
] Inclusive social development [ Regional cooperation
[] Governance [] Private sector development
[0 Gender and development
Subtheme(s}: (i) Promoting economic efficiency and enabling markets, and (ii) fostering physical
infrastructure development
3. Coverage
XI Country [ Subregional ] Interregional
] Internal policy development
4. Responsible division/department: Transport and Communications Division, East and Central Asia Department
Responsible ADB officer(s): Xiaohong Yang
6. Description of assistance(s)

Background/linkage to country/regional strategy: Despite considerable investments, the PRC road
network is still inadequate, and does not provide efficient transport access to large parts of the country,
particularly in the poorer inland regions, including Gansu province. Better transport links are needed to
improve economic efficiency, foster domestic and international trade, facilitate interregional integration, and
reduce poverty. Western PRC lacks good roads into and out of the region, and between and within
provinces in the region. A better road network is needed to facilitate sustainable economic development and
to ensure investments reach poor areas and rural residents in the hinterlands, thus spreading economic
and social benefits widely. To enhance economic development and reduce poverty in the western part of the
PRC, the Government is implementing the Western Region Development Strategy, which is the key theme
of the 10" and 11" Five-Year Plans. The strategy aims to reduce development disparities between the
western region and the coastal region. The proposed Project will support this strategy. The proposed project
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will be the second road project financed by ADB in Gansu province. The first is being implemented
smoothly. ADB is targeting its assistance in the road sector at the less developed central and western
provinces where the majority of the poor live. The proposed Project is consistent with ADB’s strategy.

b. Goal and purpose: The principal objective of the Project is to develop an integrated road transport system
to support sustainable economic development in Gansu province.

c. Components and outputs: The Project has the following components: (i) construction of a 452-km road,
including a 50-km expressway and a 402-km class Il road; (ii) upgrading of associated local roads; (iii)
procurement of equipment; (iii) land acquisition and resettlement; and (vi) consulting services for
construction supervision, road safety audit, monitoring and evaluation, and capacity building.

d. Expected results and deliverables: By developing an integrated expressway and complementary local
road network, the Project will help improve access to market opportunities and social services for the rural
poor residents in the project area. The Project will reduce transport time and costs, thereby helping develop
an enabling environment for investment, create employment opportunities, and enhance incomes.

e. Social or environmental issues or concerns: Given the large land acquisition, the Project will affect
environment and resettlement. These impacts will be addressed by an environmental impact assessment
and environmental management plan, as well as by a resettlement plan.

f. Plans for disseminating results/deliverables: Through consultation meetings and local media.
For TA, method(s) of TA output dissemination:

X A conference/workshop/brown bag

O Publication of article(s) in external journals or books

X External press release to news agencies, including www.adb.org
X Internal press release in ADB Today

] Others (specify)

7. Proposed executing/implementing agency or agencies: Gansu Provincial Communications Department

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

This Project was proposed by the Gansu Provincial Communications Department through the Central Government.
Local people were consulted as part of project preparation.

9. Timetable for assistance design, processing, and implementation
a. Year included in CSP, CSP Update, RCSP, CSP Update, or interregional work plan: 2004

b. Expected date of submission for approval
Lending: 2006
Nonlending (project preparatory):
Nonlending (other than project preparatory):
c. Period and duration of assistance
Lending: 4 years from 2006—2010
Nonlending:

10. Financing Plan

a. Forlending
XI Ordinary capital resources: $200 million
[0 Asian Development Fund (loan):
[0 Asian Development Fund (grant):
X Other: Government financing-$200 million; Cofinancing-$200 million

If cofinancing is required, indicate amount and sources sought: $200 million, from domestic bank.

Source Amount ($)
ADB Financing 200,000,000
Government Financing 200,000,000
Other Financing 200,000,000
Total Cost 600,000,000

Source: ADB estimates.
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b. For nonlending
] No resources required, other than ADB staff
[] ADB's administrative budget:
X Grant TA funds: $400,000
XI Other: Government financing-$100,000

If cofinancing is required, indicate amount and sources sought: $ , from
Source Amount ($)
ADB Financing: 400,000
Government Financing: 100,000
Other Financing
Total Cost: 500,000

Source: ADB estimates.

ADB = Asian Development Bank, CSP = country strategy and program, PPTA = project preparation technical
assistance, PRC = People’s Republic of China, RCSP = regional cooperation strategy and program, TA = technical
assistance.
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Table A3.9: Guangxi Nanning Urban Infrastructure Development
Concept Paper

Date: July 2005

1. Type/modality of assistance
Xl Lending

Project loan

Program loan

Sector loan

Sector development program loan
ADF grant-financed

Other:

I I I [ I <

X Nonlending

Xl Project preparatory

[] Other than project preparatory
[] Economic, thematic, and sector work
[ Institutional development

[] Other:
2. Assistance focus
a. If assistance focuses on a particular sector or subsector, specify the
Sector: Water Supply, Sanitation and Waste Management
Subsector: Integrated
b. For project preparatory and lending, classification
X Targeted intervention
[] General intervention
c. Key thematic area(s)
Themes:
X Sustainable economic growth XI Environmental sustainabiity
Xl Inclusive social development [ Regional cooperation
[] Governance [] Private sector development
[] Gender and development
3. Coverage
X Country [0 Subregional [ Interregional
[0 Internal policy development
4. Responsible division/department: Social Sectors Division, East and Central Asia Department
Responsible ADB officer(s): P. Wallum
6. Description of assistance(s)
a. Background/linkage to country/regional strategy: The PRC's rapid economic growth has been
accompanied by urbanization over the last decade. The urban population in the PRC increased from
300 million (26.4% of the total) in 1990 to 546 million (42%) in 2004. More than half of the total population
will live in cities by 2030. The Government’s 10th Five-Year Plan (2001-2005) has a Western Region
Development Strategy to support the 12 western and inland provinces where per capita income is less than
half that of the more developed coastal provinces. The proposed Project will be pro-poor through its
environmental protection, support of economic growth, and provisions to ensure access to sanitation for the
poor. Environmental improvement is qualitatively linked to poverty reduction.
b. Goal and purpose: (i) Reduce the adverse economic, social and environmental impact of flooding, river

pollution and river bank erosion, and depletion of the green environment in urban areas in Nanning city; (ii)
improve local infrastructure, including bank stability, flood mitigation, storm water and foul drainage
collection system, and isolating sources of pollution; (iii) improve the ecological environment; and
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(iv) improve solid waste collection and management within Nanning city.

c. Components and outputs: (i) Cleaning of 8.2 km of river and provision of total 18.55 million m*® flood
storage; (ii) construction of 74.5km sewerage pipes and 67 km storm drainage pipes, including pumping
stations and an inverted siphon; (iii) construction of 30 km of flood embankment; (iv) addition and/or upgrade
of 24 transfer stations, provision of road cleaning vehicles, and environmental treatment of landfill sites; and
(v) 664.76 ha ecosystem upgrading, including 22.5 km of sewers and associated pumping stations.

d. Expected results and deliverables: Improved environmental conditions in Nanning City.

e. Social or environmental issues or concerns: Social and environmental impacts will be assessed during
PPTA.

f. Plans for disseminating results/deliverables: Public consultation on social and environmental impacts of
the Project will be carried out during the PPTA. A summary environmental impact assessment will be
available to the public through the ADB website.

For TA, method(s) of TA output dissemination:

| A conference/workshop/brown bag

O Publication of article(s) in external journals or books

X External press release to news agencies, including www.adb.org
O Internal press release in ADB Today

| Others (specify)

7. Proposed executing/implementing agency or agencies:
E.A:  Nanning Municipal Finance Bureau

ILA.: (i) Nanning Xiangsihu New District Construction & Development Co. Ltd., (ii) Nanning Investment &
Development Corporation (Xinxujiang); (iii) Nanning Shixi Solid Waste Processing Co. Ltd.; and (iv) Nanning
Qingxiushan Mountain Scenic and Tourist Resort Development Co. Ltd.

8. Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:
Guangxi Autonomous Regional Government; Nanning Municipal Government; Pearl River Flood Control
Commission; implementing agencies; public sector by household questionnaires.

9. Timetable for assistance design, processing, and implementation
a. Yearincluded in CSP, CSP Update, RCSP, RCSP Update, or interregional work plan: 2003

b. Expected date of submission for approval
Lending: 2006
Nonlending (project preparatory): 2005
Nonlending (other than project preparatory):

c. Period and duration of assistance
Lending: 2006—2009
Nonlending: 2005

10. Financing Plan

a. Forlending
XI Ordinary capital resources: $100 million
[ Asian Development Fund (loan): $
[0 Asian Development Fund (grant): $
X Other: Government financing-$160 million; Cofinancing-$40 million

If cofinancing is required, indicate amount and sources sought: $40 million, from domestic bank.

Source Amount ($)
ADB Financing 100,000,000
Government Financing 160,000,000
Other Financing 40,000,000
Total Cost 300,000,000

Source: ADB estimates.

b. For nonlending
[] No resources required, other than ADB staff
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[] ADB's administrative budget:
XI Grant TA funds: $560,000
XI Other: Government financing-$188,000

If cofinancing is required, indicate amount and sources sought: $ , from
Source Amount ($)
ADB Financing: 560,000
Government Financing: 188,000
Other Financing
Total Cost: 748,000
Source: ADB.

ADB = Asian Development Bank, CSP = country strategy and program, EA = executing agency, IA = implementing
agency, PPTA = project preparation technical assistance, PRC = People’s Republic of China, RCSP = regional
cooperation strategy and program, TA = technical assistance.
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Table A3.10: Wuhan Wastewater and Stormworks Management
Concept Paper

Date: July 2005

1.

Type/modality of assistance

X Lending

Project loan

Program loan

Sector loan

Sector development program loan
ADF grant-financed

Other:

X1 Nonlending
Xl Project preparatory
[] Other than project preparatory
[0 Economic, thematic, and sector work
[ Institutional development
[1 other:

I | |

Assistance focus

a. |If assistance focuses on a particular sector or subsector, specify the
Sectors: Water supply, sanitation, and waste management
Subsectors: Sanitation and waste management

b. For project preparatory and lending, classification
[ Targeted intervention
X General intervention

c. Key thematic areas
Themes:
X Sustainable economic growth X Environmental sustainabiity
] Inclusive social development [0 Regional cooperation
[0 Governance [0 Private sector development
[0 Gender and development

Subthemes: Urban environmental improvement, fostering physical infrastructure development

Coverage

X Country [0 Subregional [ Interregional
[ Internal policy development

Responsible division/department: Social Sectors Division, East and Central Asia Department

Responsible ADB officer: Sangay Penjor

Description of assistance(s)

a. Background/linkage to country/regional strategy: Rapid economic growth and continuing urbanization
over the last 25 years in the PRC have resulted in increasingly severe water shortages and pollution. Water
shortages have become more frequent and more severe for both domestic and urban industrial consumers,
leading to severe economic losses. Surface and groundwater pollution are now a major problem not only for
the environment but for public health. Given the degree of water scarcity, pollution also diminishes the
resources available for essential beneficial uses and is a growing constraint on national and local
development objectives. Currently, only about 40% of urban wastewater is treated (34% in 1999), and the
rest is discharged untreated into the rivers and lakes. More investment in clean drinking water and
wastewater and sewerage treatment is needed. In the 10th Five-Year Plan, the Government set targets for
2005 of (i) water supply coverage of 98% in all cities; and (ii) an urban wastewater treatment ratio of 45%
(through an increase of 26 million m3/day treatment capacity). The Government has decreed that, by 2010,
the wastewater treatment rate in all the cities in the PRC should not be lower than 60%. In major cities with
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secondary treatment facilities, it should not be lower than 70%. Supporting projects for urban wastewater,
sewage treatment, water supply, and water resources management is a priority of ADB's country strategy
and program in the PRC. The proposed Project will help improve the urban environment and public health
through improved wastewater management.

Goal and purpose: The proposed Project will enhance the urban environment and public health through
improved wastewater management. The concerned wastewater utility companies will provide sustainable
wastewater services managed on commercial principles. They will pursue environmentally sound practices
by increasing collection and treatment of domestic and industrial wastewater.

Components and outputs: Based on the Project concept approval by the Hubei Provincial Development
Reform Commission on 18 April 2005, the Wuhan municipal government (WMG) has proposed the following
components under the proposed Project for ADB financing: (i) improving and expanding the wastewater
services in Wuchang Longmiao, including upgrading the existing primary waste water treatment plant
(WWTP) of 180,000 m3/day, to a secondary treatment plant with a capacity of 300,000 m3/da3/; (i)
constructing the second phase of the Han Yang Nan Taizi Lake WWTP with a capacity of 100,000 m“/day,
pumping stations and sewerage and collection pipe network; (iii) upgrading a 100,000 m3/day WWTP at
Huang Pu from primary to secondary treatment; (iv) laying 35.2 km of wastewater pipes in Dong Xihu
District, including pumping stations; (v) constructing a 60,000 m3/day WWTP with secondary treatment in
Cai Dian District, including laying 14.97 km of wastewater pipes and related pumping stations; and (vi) storm
water treatment components in Luo Jia, Yang Sigang, Han Yang, Do Xinghu, and Chang Qing districts in
Wuhan City. One of ADB’s strategic objectives in the PRC is to enhance environmental improvement and
natural resources protection. The proposed Project is consistent with ADB'’s strategy. With the completed
and ongoing projects, the Project will improve living conditions and the health of the people in Wuhan;
enhance the water quality of the lakes and rivers in and downstream of the city; and promote sustainable
long-term economic growth. In support of the strategy, related policy dialogue will continue in the following
areas: (i) trans-jurisdictional pollution prevention and control, (ii) integrated domestic and industrial
wastewater management, (iii) regulatory enforcement and monitoring, (iv) solid waste management in the
context of drainage system protection, (v) enterprise reform and corporate governance, (vi) cost recovery
and tariff reform, and (vii) private sector participation.

Expected results and deliverables: The proposed Project will supplement and extend the wastewater and
storm-water management program of the city by addressing four issues. The first is the high risk of
underutilization of the new capacity because of the insufficient collection network, which the proposed
Project will augment. The second is the limited investment in urban drainage systems, which need to be
rehabilitated and/or restructured after wastewater is separated from the systems. The proposed Project will
rehabilitate and/or restructure the drainage systems in the selected urban areas. The third is the financing
and institutional challenges facing the construction and operation of the drainage and flood control
infrastructure. The proposed Project will support financial and institutional reforms for storm-water
management. The fourth issue is that less attention has been paid to the poor suburban districts, because of
their financial constraints and weak technical capability. The proposed Project will help the district
government in Caidian plan, design, and construct the wastewater treatment plants and associated
collection systems; and help establish a model wastewater management system for the other suburban
districts.

Social or environmental issues or concerns: Project implementation may have some environmental
impacts, but these can be eradicated or reduced to acceptable levels by appropriate measures.

Plans for disseminating results/deliverables:
For TA, method(s) of TA output dissemination:

X A conference/workshop/brown bag

O Publication of article(s) in external journals or books

O External press release to news agencies, including www.adb.org
O Internal press release in ADB Today

| Others (specify)

7.

Proposed executing/implementing agency or agencies: Wuhan Construction Commission

8.

Nature/extent of government/beneficiary involvement in identifying or conceptualizing the assistance:

Preliminary preparation and project supervision during construction will be led by Wuhan Construction Commission.
Wuhan Planning Commission and the Financial Bureau will support project application and implementation
management.
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