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ENVIRONMENT ASSESSMENT (SUMMARY)1 
 
A. Environmental Performance and Issues 

 
1. The environmental performance of the People’s Republic of China (PRC) during the 
11th Five-Year Plan (11th plan) period was significantly improved over that of the 10th Five-Year 
Plan. Although the economy accelerated at an annual average rate of 10.5% with rapid industrial 
expansion and urbanization, 11 out of 13 environmental targets set for the 11th plan were met. 
However, the environmental situation in the PRC remains critical and many issues have yet to be 
resolved. 
 
2. Water shortage and poor water quality. Water shortages are one of the PRC’s greatest 
environmental challenges. Rapid growth in urban, industrial, and agricultural demand is placing 
severe strains on the PRC’s fragile water resources. Groundwater resources are already being 
overexploited in Beijing, Hebei, and Tianjin and are close to being overexploited in Henan, 
Shandong, and Shanghai. Water quality is poor—less than half of the water intake sources are 
found suitable for drinking, according to Ministry of Environmental Protection monitoring stations. 
Water quality is particularly poor in the water-scarce northern regions of the country. While some 
progress has been made in stemming the degradation of major rivers, water quality of the PRC’s 
lakes is poor, and groundwater and coastal water quality has progressively deteriorated. The 
three main sources of water pollution are (i) point source discharges from industrial and 
commercial enterprises; (ii) point source discharges of human waste, mostly from urban areas 
(i.e., municipal wastes); and (iii) nonpoint discharges of surface runoff that are mainly an issue in 
rural areas due to soil erosion, agrochemical (fertilizer, pesticide, and herbicide) runoff and/or 
discharges from animal or aquatic production activities. Domestic wastewater surpassed 
industrial wastewater as the major point source of water pollution in 1999. Major river 
reclamation programs and urban wastewater investments have been undertaken to combat 
water pollution. Municipal wastewater treatment capacity has increased by 450% in the past 
decade.  
 
3. Urban air pollution. Of the 471 county- or prefecture-level cities in the PRC, only 3.6% 
met the first level of national air quality standards. Over 15% of these cities failed to reach the 
minimal air quality level. Large cities, where population is concentrated, have more severe air 
pollution than small and medium-sized cities. Air pollutants from adjacent urban or industrial 
areas interact and mix to form regional and subregional patches of air pollution. Energy 
consumption, especially coal consumption, is the main source of anthropogenic air emissions. 
Some progress was made in tackling industrial air pollution during the 11th plan. For example, 
the goal of a 10% reduction in sulfur dioxide emissions was achieved in 2009—one year ahead 
of schedule. Although industrial emission control has been tightened in recent years, rising 
vehicle emissions have become a leading source of air quality concerns in several large cities.2 
 
4. Solid waste. Solid waste management is another major environmental challenge. The 
PRC currently produces about 25% of the world’s solid waste. Industrial waste has been 
increasing at 7% and municipal solid waste at 4% per annum in recent years. The quantity of 
municipal solid waste that is safely disposed of was 62% in 2009; the balance was left lying 
exposed or disposed of in ponds or waterways. Disposal of industrial waste is also a serious 
problem, since as much as 18% is considered to be inadequately disposed. The consequences 
of poor disposal of industrial wastes, particularly hazardous wastes, are severe because the 

                                                 
1 This summary is based on: ADB. 2011. People’s Republic of China: Country Environmental Analysis. Manila.  
2 There has been a thirty-two-fold increase in vehicle numbers over the past 30 years. 



2 

 
 

pollutants are more dangerous and more persistent in the environment. If current trends persist, 
the total volume of solid waste generated in the PRC will exceed 480 million tons by 2030, 
compared with 190 million tons in 2004.  
 
5. Desertification, land degradation, and biodiversity. The PRC’s vast land and forest 
resources are habitat to a wide diversity of species, and critically important in sustaining the 
country’s water supply, agriculture, coastal fisheries, and livelihoods. However, one-third of the 
PRC’s total area is prone to desertification. Close to a third of the country’s land area was 
showing some level of desertification by 2004. In addition, the PRC suffers from large-scale land 
degradation caused by water scarcity, especially in the Yangtze and Yellow river watersheds. 
Habitat destruction is similarly occurring at a rapid rate, and results from land reclamation, forest 
clearance, polluted wastewater discharges, and drainage of wetlands. These trends along with 
unsustainable harvesting, pollution, and introduction of exotic species have resulted in serious 
threats to biodiversity with 4,000–5,000 species of flora (accounting for 15%–20% of the total) 
classified as vulnerable or endangered in the PRC. The protected areas often struggle for 
financial means of looking after the species and biodiversity they shelter. The PRC’s forest area 
per capita is less than one-fourth of the world’s average, while the per capita forest stocking 
volume is only about 15% of the global average. Forest quality is generally low and there is 
constant pressure to convert forest land to alternative uses. Major afforestation, water basin 
management, and more effective forest management programs have been launched in recent 
years, which has increased forest cover and slowed land degradation. In urban areas, the 
polluted brownfields caused by prior industrial activities entail high clean-up costs.     
 
6. Climate change. The PRC’s carbon dioxide emissions were estimated to account for 
about 24% of the world’s total in 2009. On a per capita basis, emissions increased from 1 ton in 
1971 to 4.3 tons in 2006, which was below the global average. The PRC’s carbon dioxide 
emissions are a direct reflection of rapid industrialization and its energy structure. Coal 
consumption increased nearly fivefold from 0.65 billion tons in 1980 to 3.07 billion tons in 2008, 
while energy consumption doubled from 2000 to 2009. The government began to respond 
forcefully to the climate change threats during the 11th plan period. The energy intensity per unit 
of gross domestic product was lowered by 19.1% thanks to public policies that promoted energy 
efficiency improvement and encouraged use of renewable energy resources. However, climate 
change remains a serious threat and the country is experiencing more frequent extreme weather 
events such as floods, droughts, and heat waves. While the forecast long-term effects of climate 
change on the PRC are not known with any certainty, even a moderate climate-change scenario 
would aggravate water scarcity and water pollution, threaten indigenous species, endanger 
coastal communities, weaken food security, and pose challenges to fast-growing urbanization. 
Reducing energy consumption and the carbon intensity of growth to tackle climate change has 
become a new development challenge because of accelerating urbanization.  
 
7. Natural disasters. The incidence of natural disasters, including earthquakes, typhoons, 
floods and droughts, has become more frequent and serious in recent years. A study 
commissioned by the government and ADB shows that the pattern and severity of natural 
disasters are directly linked to global warming and climate change, and to growing risks arising 
from urbanization and changes in the country’s ecology and natural habitat.         
 
B. Government’s Strategy  
  
8. The government’s approach to tackling environmental pollution and ecological 
degradation is multifaceted and ambitious, and includes diverse public programs, laws and 
regulations, targets and quotas, industrial and equipment standards, taxes, financial incentives 
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and penalties. Under the 11th plan, ambitious quotas for energy efficiency and pollution control 
were adopted and fulfilled. About CNY1.4 trillion ($205 billion) was invested in environmental 
protection by both government and the private sector. Over the medium term, green 
development, including the promotion of the services sector and green industries, is also 
expected to make a major contribution to environmental sustainability. 
 
9. Under the 12th Five-Year Plan (12th plan), the PRC has committed to reducing the 
carbon footprint of its growth process by improving energy efficiency and building climate change 
resilience; fostering use of renewable energy sources; encouraging conservation, environmental 
protection and recycling; and transforming production to emphasize the services sector and 
other less resource-intensive activities. Key objectives of the government’s environmental 
strategy for the 12th plan are to (i) strengthen emission control of pollutants, (ii) improve natural 
resources management, (iii) promote green development, and (iv) vigorously respond to 
international environmental challenges such as climate change. Efforts to reduce sulfur dioxide 
and chemical oxygen demand emissions will continue while 10% reduction targets have been set 
for the first time to cover ammonia in the water and nitrogen oxides in the air.  
 
10. The government is also committed to strengthening rural environmental protection, 
particularly in controlling nonpoint source water pollution. More stringent enforcement of laws 
and regulations on the protection of drinking water areas will be applied. Municipal governments 
will be required to develop air quality improvement plans, and regional air quality monitoring 
systems will be established to cover broader geographic areas. In addition, the concept of 
eco-compensation will be applied to improve incentives for natural resource conservation.   
 
11. A comprehensive approach to foster green growth is a centerpiece of the 12th plan. The 
government has set targets to reduce energy consumption and carbon dioxide emissions per 
unit of gross domestic product by 16% and 17% from 2011 to 2015, respectively. A mandatory 
carbon intensity target will be adopted for the first time, and will contribute to achieving the 
40%–45% carbon intensity reduction target by 2020 against 2005 levels. The share of nonfossil 
fuels in primary energy consumption is slated to increase to 15% by 2020. Low-carbon cities are 
to be developed, on a pilot basis, in five provinces and eight municipalities. New fiscal measures, 
including environmental, resource, and carbon taxes, are under preparation. Voluntary carbon 
trading schemes and the piloting of a carbon cap and trade scheme will be encouraged in 
selected regions and sectors.   
 
C. ADB’s Strategy  
 
12. ADB has increased operational emphasis on the environment, which is one of the core 
areas of operations and one of the three strategic agendas under Strategy 2020.3 Environmental 
sustainability will continue to be a major strategic objective of ADB support to the PRC and will 
continue to be fostered in all sectors in which ADB operates. Climate change will be both a focus 
of ADB policy and lending support in the priority sectors and a key consideration to be 
incorporated in project design. Further, ADB support will be firmly aligned with the objectives of 
the 12th plan to enhance environmental sustainability and mainstream climate change mitigation 
and adaptation. ADB will support the achievement of a growth process that is cleaner and more 
sustainable by prioritizing renewable energy and energy efficiency, encouraging the use of 
low-carbon transport systems, protecting degraded rural eco-systems, and encouraging the 
development of livable urban cities. ADB will add value by seeking innovative projects that 
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simultaneously improve the environment and contribute to inclusive growth and poverty 
reduction.    
 
13. A key element of ADB’s operations for environment and natural resource management 
will be the sustainable management of land and water resources. Support will be provided for 
wetland protection, lake restoration, sustainable forest management, and land degradation 
prevention. To foster more sustainable rural resource use, ADB will assist the government in 
piloting eco-compensation schemes and encouraging use of resource-saving technologies. 
Climate change adaptation support will focus on climate resilience enhancement in water, forest, 
and fragile land areas.     
 
14. ADB will also contribute to making the PRC’s urban areas more livable by encouraging 
cleaner modes of urbanization. Support will be provided to improve urban planning, combat air 
pollution, address solid waste, encourage market-based systems for water pollution control, and 
help clean up selected cities along major river basins. In the transport sector, ADB will promote 
low-carbon transport, which will involve development of (i) urban public transport with multimodal 
hubs and related logistical services; (ii) inland waterways as an integral part of transport; and (iii) 
greater railway efficiency through containerization. More effective multimodal transport systems 
and better transport and trade logistics will be supported to save energy and reduce transport 
costs.      
 
15. ADB will contribute directly to the PRC’s carbon-intensity reduction and climate change 
mitigation goals. In the energy sector, ADB will assist the government’s efforts to improve urban 
energy efficiency, demonstrate the latest renewable energy technologies, and pilot cutting-edge 
clean coal technologies. ADB will also promote the development of new financing instruments, 
including carbon financing to boost the country’s capacity for financing environmental 
improvements. 
 
16. ADB pursues a balanced mode of safeguards work in its operations in the PRC. For the 
environment, the ADB Safeguard Policy Statement (2009) brings in new policy principles in the 
areas of biodiversity protection and sustainable management of natural resources, occupation 
and community health and safety, and physical cultural resources. The Safeguard Policy 
Statement aims to (i) specify pollution prevention and abatement policy principles; (ii) introduce 
climate change mitigation requirements; (iii) define a project area of influence to encompass 
direct, indirect, and induced impacts; (iv) specify the need for the environmental assessment 
process to mitigate impacts on livelihoods caused by project activities other than land acquisition, 
such as loss of assets or restriction on land use; and (v) require the preparation of full project 
environmental assessments, instead of summary assessments. The Safeguard Policy Statement 
also steps up (i) consultation, participation, and monitoring requirements; (ii) establishment of 
local grievance redress mechanisms; (iii) results focus during project implementation; and 
(iv) supervision missions with the participation of ADB’s safeguard specialists. 
 




