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“ Two out of three people in the world will
face water shortages by 2025. But the
burden of water-related problems falls most
heavily on the poor. Globally, 1.1 billion
poor people currently lack access to a
safe water supply and 2.4 billion lack basic
sanitation.” (ADB President Tadao Chino,
ADB Review, January - February 2003,

page 3)
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Water Resource in the People’s Republic of China

Access to clean water is a basic human
need. However, the shortage of fresh
water resources is a fundamental problem
for a large part of the country. The average
volume per capita of fresh water is only
about one fourth of the world average,
making the People’s Republic of China
(PRC) one of the world’s most water-
deficient countries. In northern PRC, water
shortages limit economic development.
Per capita water availability ranges from
360 to 750 cubic meters (m?®) per person,
much lower than the international definition
of water scarcity of 1,000 m3/person.
Despite fresh water shortages,
consumption is increasing with the
country’s rapid economic growth and
urbanization. The Government has
classified more than 400 of the 669 cities
as having water shortages, with a
combined shortage of over 16 million m®

per day.

Water resource shortages are worsened
because untreated or partially treated
industrial and domestic sewage and
wastewater are discharged into surface
and ground water. More than 40% of the
water in the country’s 7 major river basins
does not meet the Grade Il national quality
standard, the minimum standard for urban

water supply. The pollution of aquifers has
worsened over the last 20 years. Ground
water has been overexploited,
undermining the soil beneath cities,

industrial zones, and mining areas.

Wastewater generation is increasing.
Growth in domestic wastewater
generation, accounting for about 65% of
the total, outweighs the reduction achieved
in industrial wastewater, representing for
about 35% of the total, as enterprises
improve their wastewater management
practices. Municipal wastewater
management in many cities is still at an
early stage-only 35% of urban wastewater
was treated in 2000. The Government is
paying increasing attention to water
resource management and pollution
control and is increasing investment to

Pumping water from a well in Chengdu



address water supply shortages and
wastewater treatment. Water allocation
and conservation are given high priority
by all levels of the Government.

The Tenth Five-Year Plan places priority
on addressing water and wastewater
issues. The capacity of centralized urban
wastewater treatment will increase by 26
million m?, thereby raising the treatment
rate of municipal wastewater to 45%. The
use of recycled water by industries will
increase from 50% in 2000 to 60% in 2005.
Market forces will also be used to provide
incentives to rationalize the use of scarce
water resources and to generate funds for
increased investment in water supply and
wastewater treatment. Water tariffs will be
increased to achieve commercial cost
recovery and charges for wastewater
treatment will be introduced.
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ADB and PRC Partnership in Water Supply and Wastewater Treatment

ADB-Supported Water Supply and Wastewater Treatment Projects

Lending from the Asian Development
Bank (ADB) to the water supply and
wastewater treatment sector began in
1993, focusing on the urban areas. Since
then, 11 loans totaling $1.147 billion have
been approved. These loans have
financed 4 million m®/day of capacity to
supply clean drinking water and 2 million
mé/day of wastewater treatment. A total of
14 cities are benefiting from ADB'’s
assistance. These loans were
complemented by 25 technical assistance
projects totaling about $15.3 million.

ADB experience in the water supply and

The Suzhou Creek before (left) and after rehabilitation (right)
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ADB water supply and wastewater treatment projects in the PRC

( )

Anhui Environmental
Improvement Project,
designed to help
clean up Lake Chao,
initial concern about
cost recovery was
mitigated through
policy dialogue on
tariff increases and
the introduction
of commercial
management
principles. A survey
has found that
consumers are willing
to pay higher prices
for water and are
willing to pay for
wastewater
treatment. This was
observed in Dalian,
where tariffs have
increased more than
11 times since ADB's
initial involvement in
the project in 1993.
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ADB'’s Plans for Improving Water Supply and Wastewater Treatment

The Asian Development Bank (ADB) plans
to provide financing for another eight
projects in the public sector during 2003-
2006 totaling $833 million, subject to the
approval of the Board of Directors. As of
June 2003, two of the eight projects have
been approved. New projects will include
supporting medium- and small-sized cities.
ADB will also finance a study on rural
water supply and sanitation to determine

how ADB can provide more assistance in 2003
the rural areas, where the majority of the
poor who are most vulnerable to water 8.33

shortages live. ADB will provide technical

wastewater sector.

2006

assistance grants to finance studies on
policy, environmental tariffs, and capacity
building. Apart from the public sector
operations, ADB will continue to promote
private sector investment in the water and

See tables of ADB-supported loan and
technical assistance projects at http:/www.
adb.org/PRCM/PRC_Partnership_Water.pdf
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ADB's Policy Partnership in the Water Sector

The Asian Development Bank (ADB)
focuses on improving the efficiency of
water supply and distribution systems and
reducing water pollution by investing in
physical infrastructure. These investments
are complemented by ADB's policy
dialogue with the Government which
covers the following areas: (i) improved
cost recovery by strengthening tariff
systems; (ii) watershed management; (iii)
upstream pollution prevention and control;
(iv) market-based instruments for
wastewater management; (v) clean
production technologies; (vi) legal
framework, regulatory enforcement, and
monitoring; (vi) water conservation; (vii)
corporate governance and enterprise
reform; (ix) wastewater management; and
(x) promotion of private sector involvement.

Cost Recovery and Tariff Reform:
Historically, water tariffs in the PRC were
low. Although tariffs increased by 18% per
annum from 1986 to 1998, they are still
not high enough to ensure the financial
viability of water companies. ADB-financed
wastewater and water supply projects are
designed to be financially sustainable.
Appropriate tariff mechanisms are a critical
factor to finance needed investment, end
the dependence of water supply
companies on government subsidies, and
provide incentives to conserve water.

Two ADB-financed water tariff studies
contributed significantly to water tariff
reform. The first study, approved in 1997,
examined water tariffs and developed a
tariff mechanism based on the principal of
full-cost recovery. A major output was the
preparation of the National Guidelines on
Water Tariffs (NGWT), which was
promulgated by the State Development
Planning Commission (SDPC) and the
Ministry of Construction (MOC) in
September 1998. These regulations

required public hearings to determine
whether municipalities wanted to increase
water tariffs.

The second water tariff study centered on
developing institutional capacities to
implement the NGWT. Support was
provided for preparing the local
implementing regulations of the NGWT for
Zhangjiakou, Fuzhou, and Chengdu.

Wastewater Management: The focus of
wastewater management policy dialogue
is on integrating the management of
industrial and domestic wastewater. Some
ADB-financed projects are designed to
help clean up polluted inland waterways
by improving and expanding centralized
municipal wastewater collection and
treatment, strengthening water quality
monitoring, increasing the efficiency of
industrial waste water treatment
throughprocess audits, adopting
recommendations on clean technology,
providing advice on pretreatment systems,
and using funds available from the pollution
levy fund. To promote the use of clean
technologies, ADB supported the drafting
of the 2002 Clean Production Law.

ADB provided a technical assistance grant
to help develop NGWT to improve urban
wastewater management and encourage
investment in wastewater infrastructure.
The draft NGWT was submitted in April

Anhui Environmental Improvement Project - A
technician checking water quality at the Hefei
chemical plant

2003 and discussed with the Government
in a workshop. Tangshan, one of four cities
in the case study conducted under the
technical assistance, has the potential to
pilot test the draft NGWT during initial
implementation.

Legal Framework and Regulatory
Enforcement and Monitoring for
Environmental Management: To help
strengthen the legal framework, ADB
supported drafting the 1996 amendments
to the 1984 Water Pollution Prevention
and Control Law. ADB also helped upgrade
the knowledge and skills of provincial
legislative drafters in reviewing, amending,
and formulating local legislation on
protecting and conserving the environment
and natural resources, and on preventing
water pollution.

Because of weaknesses in the legal,
regulatory, and institutional framework,
addressing transjurisdiction issues is a
major challenge to cleaning up PRC’s
polluted rivers. ADB is helping strengthen
Transjurisdiction Environment
Management. The main objectives of this
work are to:

(i) assist the Government in
operationalizing transjurisdiction
provisions of the Water Pollution
Prevention and Control Law using the
Yellow River Basin as a case study; (ii)
strengthen environmental management of
the Yellow River Basin by developing
transjurisdiction administration,
environmental standards and regulations,
and environmental monitoring and
enforcement mechanisms; (iii) develop
local legislation, rules, and regulations for
implementing the transjurisdiction
provisions of the Water Pollution
Prevention and Control Law; (iv) examine
the need for a national law to integrate
various dimensions of river basin



environmental management; and (v)
disseminate the findings and
recommendations for potential application
in other river basins.

Because of the significance of the Yellow
River Basin and of water resource
management, the Ministry of Water
Resources is drafting the Yellow River
Law to promote more integrated river basin
management. ADB is supporting this effort
by financing strategic studies relating to
integrated water resource management

of the Yellow River Basin and research for
legal countermeasures for outstanding
problems in the Yellow River Basin.

bidding by
providing
assistance in the
bidding and
negotiation
process. The
resulting Chengdu
No. 6 Water
Supply Plant, a
joint venture of
Vivendi and
Mitsubishi, partly
financed by ADB,
started
commercial
operation in
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The opening ceremony for the Chengdu No. 6 Water Supply Plant

Water Conservation: Water conservation 1998 9
February 2002.
In 2002, ADB partnered with the China
Water Utilities Group to mobilize private
capital for small-scale water supply and
wastewater treatment projects.
Houses in a village in Henan damaged by the Ye.llow (D)
River flood
(2) (3)
(4)
o , (5) (6)
is an important part of the Government' s @
and ADB' s agenda in the water sector.
, - ®)
The water conservation policies that have
N 9 (10) 2002
been pursued in conjunction with ADB-

financed projects are aimed at minimizing
system losses through efficient commercial

operations, improved lining of water

delivery channels, leakage detection,and 1986 1998 18%

repair; and promoting market-based
incentives to reduce water use through
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adequate pricing of water and wastewater
tariffs.

Private Sector Participation: ADB played
a lead role in promoting private sector
involvement in the water sector. ADB
provided technical assistance to help the
Government prepare the first build-
operate-transfer (BOT) water supply
project to be awarded on the basis of a
transparent international competitive

1996

1997
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Addressing the Severe Acute Respiratory Syndrome (SARS) Outbreak

The Bo’ao seminar on “

Addressing the health, social, and
economic issues related to the severe
acute respiratory syndrome (SARS) has
been a major challenge. As of June 2003,
a total of 26 of 31 provinces/autonomous
regions in the People’ s Republic of China
(PRC) had been affected by SARS.

Reported SARS cases reached 5,326

SARS and Asia’ s Economy”

nationwide, 63% of the total SARS cases
worldwide. After acknowledging the SARS
problem on 20 April, the Government took
measures and devoted financial and
human resources to bring SARS under
control. These efforts were effective in
controlling the spread of SARS. By the
end of June, the World Health Organization

(WHO) had removed the PRC from its list
of SARS-affected areas and had lifted its
SARS-related travel advisory.

In addition to human costs, SARS had an
economic impact, particularly on the travel
and tourism industry, as well as small and
medium enterprises in the service sector.
The Asian Development Bank (ADB)
forecast that SARS would have only a
temporary impact on the PRC’s economy.
ADB lowered its earlier economic growth
forecast for 2003 from 7.5% to between
7.0% and 7.3%, but noting that the PRC
will continue to be one of the fastest-
growing economies in the world. At the
Bo'ao Forum, ADB co-sponsored a
seminar on the impact of and policy
recommendations for SARS in Beijing on
13-14 May. The main conclusions were
that (i) SARS would not seriously affect
the fundamental strength of the economy;
(ii) regional cooperation is important in
containing the spread of SARS; (iii) the
health sector needs to be strengthened,
particularly preventive health and overall
coverage in rural areas, where the majority
of the PRC'’s poor live; (iv) information



campaigns based on accurate and
transparent information are crucial in
emergencies; and (V) targeted assistance
is vital in mitigating the impact of SARS

on the hardest hit businesses. More than
100 people attended this event. ADB
President Tadao Chino and Chief
Economist Ifzal Ali participated via pre-
recorded speeches.

ADB initiated an action plan to help its
developing member countries address the
consequences of SARS. As part of this
action plan, ADB provided a $2 million
technical assistance grant to help the PRC

combat SARS in Western Region. In close
coordination with WHO, this assistance PRCM staff wearing masks as a preventionary measure
will complement other assistance from the

donor community, and will flexibly address 63% 4 20 “ "

the threat of further SARS outbreaks while

also building broader preventive health “ "

capacities. 6

The PRC Resident Mission (PRCM) (WHO)

adopted some precautionary practices at 2

the height of the SARS epidemic to ensure “ "
the safety and welfare of its staff. These “ "

actions include minimizing activities in and

out of PRCM; engaging a medical doctor “
to screen visitors and monitor PRCM staff “ " ”

daily; taking measures so that staff could

avoid using public transportation; 2003 “ ”

providing hygienic materials to staff; 7.5% 7.0% 7.3%

scheduling a work-at-home rotation; and

developing a contingency plan for 5 13-

emergencies. PRCM staff commented, 14 '

“We appreciate ADB’s concern for staff . "

during this difficult time.” ()" »

For more information on SARS analysis (2
and Action Plan, please visit: http://www. “ ” 3
adb.org/SARS/

(4) " ’

2003 6 31 http://
( ) 26 ( ) (5) “ www.adb.org/SARS/

5326 “ " 100



Seminars and Events in the PRC

® ADB President Tadao Chino visited

Beijing to participate in the China
Development Forum on 23-24 March
and to meet Prime Minister Wen
Jiabao and several new ministers of
the PRC, including the Governor of
the People’ s Bank of China, Finance
Minister, Chairman of the National
Council of the Social Security Fund,
Minister of Communication, Vice Min-
isterof the State Development
and Reform Commission, and Vice Fi-
nance Minister.

Finance Minister of
the PRC Jin Renqing

ADB President Tadao
Chino

3 23-24

® On5 March, Muhammad E. Tusneem

assumed his post as Director Gen-
eral of the East and Central Asia
Department. During his first visit to
the PRC in his new capacity, he met
with senior government officials from
the Ministry of Finance, State Devel-
opment and Reform Commission, State
Environmental Protection
Administration, and Ministry of Water
Resources. He also visited the Tianjin
Wastewater Treatment Project.

Muhammad Tusneem (fourth from left) visiting the
Tianjin Wastewater Treatment Project

« )

In March, ADB organized a workshop
on the PRC Private Sector Assessment.
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In May 2003, Bruce Murray, PRC
Country Director, gave presentations
orf PRC in the World Economy: Do-
mestic Policy Challenges” in Rome
and Frankfurt that were organized by
the European Representative Office
and on“ Combating Land Degrada-
tion and Desertification in PRC” in
Rome that was organized by the UN
Convention to Combat Desertification.

2003 5
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In March 2003, Tammy Gingging Liu,
an intern from the Massachusetts In-
stitute of Technology completed her
3-month internship program at PRCM
on Vehicle Emission Effects of Ex-
pressway Projects in the PRC. In Feb-
ruary 2003, Wang Jian, an intern from
University of Bremen, Germany com-
pleted his 5-month internship program
at PRCM, focusing on nongovernment
organizations.

Wang Jian Tammy Gingging Liu
2003 3
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ADB news releases on the web

http:/Mmww.adb.org/news/default.asp

ADB business opportunities on
the web
http://www.adb.org/business/
opportunities/default.asp




