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SECTOR ASSESSMENT (SUMMARY): URBAN DEVELOPMENT1 

 
Sector Road Map 
 
 1. Sector Performance, Problems, and Opportunities 
 
1. Over the past 30 years, the urban population of the People’s Republic of China (PRC) has 
grown from 191 million to 690.8 million, representing a rise from 19.4% to 51.3% of the total 
population.2 By 2045, the urban population is expected to reach 70% of the total population or 
about 1 billion.3 Urban dwellers now reside in 19,429 towns and 655 cities, of which 237 contain 
over 500,000 persons. Two-thirds of this urban population growth has come from rural-to-urban 
migration, which has been largely from the rural hinterlands to the urban coastal regions. The shift 
from low-productivity rural to higher-productivity urban employment has made an important 
contribution to economic growth, but has also exacerbated inequalities and is an underlying 
explanation for persistent poverty in rural areas.   
 
2. Urbanization is expected to play a crucial role in the rebalancing of economic activity from 
investment and exports to demand-driven and services-oriented growth. Cities hitherto dominated 
by factories producing low-value-added goods for export will need to become hubs of 
consumption-driven growth focused on increasingly sophisticated knowledge-based activities. 
New growth centers have emerged as manufacturing shifted from coastal cities to the 
lesser-developed inland regions along production chains and economic corridors that have 
created numerous employment opportunities in relatively disadvantaged regions. Improving urban 
infrastructure, municipal, and social services, and ensuring social inclusion in an integrated 
manner is needed to put these cities on an environmentally and socially sustainable development 
trajectory, which is essential to prepare the PRC’s urban areas for the challenges of the 21st 
century.  
 
3. Growing demand for urban infrastructure and municipal services. The fast-growing 
urban population will require major investments in urban infrastructure and municipal services. 
The China Development Research Foundation estimates that the PRC may need to invest up to 
CNY24 trillion ($3.8 trillion) in urban infrastructure by 2020 to accommodate the increasing 
number of rural residents moving to urban centers. Many cities and towns, especially in 
lesser-developed regions, find it difficult to access the capital needed for infrastructure investment 
and the know-how to manage services, and ensure cost recovery and financial viability. Extending 
already limited urban services to migrants and their families will further challenge municipal 
governments. 
 
4. Rising environmental constraints. Constraints to sustainable urban growth and better 
quality of life for urban citizens include increasing water scarcity, water and air pollution, solid 
waste, rising energy demands, road congestion, and competition for land and other natural 
resources. Urban demand for water is forecast to increase by 70% to 100% between 2005 and 
2025, largely due to increases in residential water use. If current trends persist, urban road space 
will fall far short of demand by 2025.4 Rising urbanization will cause urban energy demand to 
double by 2025. This will require growing energy supplies, adding to the immense pressures on 
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the power sector. In addition, climate change is expected to result in more extreme weather events, 
which will require improvements in urban construction standards and better disaster management 
policies and procedures.  
 
5. Ensuring inclusive cities. Urbanization in the PRC is progressing in a unique institutional 
setting—a dual-economy system that is gradually being replaced by an open economy. Ensuring 
equitable access to municipal and urban services, and entry into the urban economy, is essential 
for creating inclusive and well-functioning urban centers and communities during this transition. 
Without social inclusion and measures to reduce increasing disparities in income and access to 
services within urban communities and between urban and rural populations, urbanization in the 
PRC will remain incomplete and socially unsustainable. Defining ways to increase access to and 
the effectiveness of social protection, health and insurance schemes, and education services in 
urban and rural areas will be critical to reducing inequalities and ensuring city competitiveness. 
Rural migrants often lack the skills to gain urban employment and face formidable barriers to 
access social and other public services. In fast-growing cities, new migrants will make up the 
majority of the population and, along with existing urban citizens, will require education and 
vocational training to develop the skills necessary to find or continue in productive employment.  
 
  2. Government’s Sector Strategy 
 
6. The government projects a 4% increase in urbanization during the 12th Five-Year Plan 
(12th plan) period covering 2011–2015. This estimate is conservative compared with the 
urbanization trend of the last 3 decades. This indicates a net increase of the urban population by 
about 10 million people each year. Acceleration of urban development is a priority under the 12th 
plan and investments of around $1 trillion in urban infrastructure are expected during this period. 
Within a spatial planning framework, the 12th plan will focus on coordinated development among 
large, medium-sized, and small cities and townships. The complementarities and connectivity of 
cities will be emphasized to foster viable urban clusters over large geographic 
areas—infrastructure and services will be developed particularly in the small and medium-sized 
cities, and urban management will be improved at all levels.  
 
7. The government is also prioritizing a process of urbanization and urban development that 
provides the greatest possible economic and social benefits across the country while safeguarding 
the environment. Key principles for environmentally sustainable urban development include 
adherence to ecological principles, resource and energy management, conservation, waste 
minimization, and recirculation of materials and energy. A high priority is also accorded to making 
all cities livable by improving the urban environment, including efforts to upgrade municipal and 
social services, reduce pollution, and improve land use. Inclusive rural–urban migration will be 
supported, including a strong emphasis on social service access, public housing, and technical 
and vocational education and training (TVET).5 Important issues around education, health and 
social protection reforms, approaches to household registration, and assimilation of migrant 
workers are other key features of the government’s plans. 
 
 3. ADB Sector Experience and Assistance Program 
 
8. ADB’s lending for urban sector development in the PRC started in 1992, and by the end of 
2011 ADB approved 36 loans totaling $4.1 billion and technical assistance (TA) totaling $35.95 
million. The loans have financed water supply, wastewater treatment, urban transport, flood 
control, solid waste management, and central heating in major cities across the PRC. In recent 
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years, ADB’s urban sector assistance has given greater focus to lesser-developed central, 
western, and northeastern regions, supporting new urban infrastructure and rehabilitation or 
extension of existing infrastructure to promote stronger environmental management and to 
stimulate economic growth. During the last country partnership strategy period (2008–2010), ADB 
accorded high priority to assisting integrated urban development in cities and towns in the 
lesser-developed inland provinces and regions. TA has contributed to urbanization strategies, 
water and wastewater tariffs, strategies for small cities and town development, solid waste 
management in small towns, policies for wastewater management, sludge treatment, 
environmental indicators, and public participation. An urban knowledge hub was established in 
2010 in partnership with the College of Architecture and Urban Planning of Tongji University to 
share good practices in urban planning within the PRC and other developing member countries 
(DMCs). Training and capacity building for water utilities is supported through cooperation with the 
China Urban Water Association and through partnerships with well-performing utilities in the PRC 
and internationally. 
 
9. ADB has been successful in supporting partner provinces, cities, and towns to improve 
urban infrastructure and promote integrated urban–rural development with the aim of improving 
the environment. In Wuhan City and the Songhua River Basin, long-term partnerships and multiple 
investments over nearly a decade have been a critical factor in improving water resource 
management. Experience suggests that project investments and TA interventions are effective 
when they are part of well-conceived and broader urban development plans and approaches, and 
when such support is accompanied by capacity building to strengthen urban management and 
public awareness on key issues such as road safety and the environment.  
 
10. Planned and coherent urban development. ADB will continue to support integrated and 
coherent interventions guided by well-prepared urban development plans at the city or project 
level to promote economic growth and environmental sustainability of cities and towns in 
lesser-developed regions. In line with the 12th plan of the PRC, ADB will strengthen its support for 
improving social inclusion and municipal and social service provision, including support for skills 
development, with an emphasis on TVET development, to prepare a skilled labor force for the 
ongoing urbanization. ADB may also establish partnerships with cities and towns at a more 
advanced development stage or in more developed regions to establish new urban development 
approaches that have strong demonstration effects for replication. Under coherent development 
plans, ADB will assist cities, towns, and peripheral rural areas to improve infrastructure and 
services in a coordinated manner to foster integration between urban and rural development. 
 
11. Border and nodal city development. ADB will pay particular attention to cities and towns 
in provinces and autonomous regions involved in the Central Asia Regional Economic 
Cooperation and Greater Mekong Subregion programs to support subregional transport and 
economic corridor initiatives. The priority will be to support the planning, construction, and 
operations and management of infrastructure in border cites and nodal cities along major regional 
corridors. ADB support may also include capacity building for regional planning, participatory 
consultation, and demand-based training programs to support development of regional economic 
corridors. To complement the lending support, ADB will continue efforts to seek additional grant 
support to help border towns and poor communities adopt new technology and development 
approaches for environmental sustainability and socially inclusive development. 
 
12. Environmentally sustainable urban development. ADB will assist the PRC in dealing 
with the urgent issues of pollution and resource degradation that urbanization engenders. Support 
will be provided to develop new methodologies, operational approaches, and policy frameworks 
for piloting, demonstration, and/or replication. This is likely to include a focus on clean water, 
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urban sewerage and sanitation, wastewater and water reuse, and sludge management. Recent 
support for a multiple wastewater reuse system that uses treated wastewater as cooling water for 
a combined heat and power plant to serve as the heating source for a district heating system is a 
good example of how a novel urban environmental clean-up initiative can be used to make a small 
city more livable while making municipal services more affordable and accessible to the poor. 
Projects will include environment- and health-related public awareness activities to help ensure 
their impact and sustainability. 
  
13. Private participation in urban development. Coherent development of urban 
infrastructure and municipal services will strengthen cities’ competitiveness and provide an 
enabling environment to promote private sector development in the PRC. At the same time, 
growing demand for infrastructure, social and municipal services, and a skilled labor force in cities 
require active private participation in urban development. In this area, ADB will continue to explore 
opportunities in nonsovereign operations, particularly public–private partnerships, to leverage 
private financing for the urban sector development. ADB will also support approaches such as 
corporatization and strengthened governance of utility companies to improve their cost recovery 
and operation sustainability.  
 
14. Policy advice and capacity building support. To help the PRC tackle the challenges 
arising from rapid urbanization, ADB will attach great importance to assistance in the form of policy 
advice and capacity building through both lending and TA support. Special support will be 
provided to deal with emerging issues in the fields of strategic urban and regional planning, 
industry relocation, inter-governmental finance management, municipal and local government 
finance, and access by migrants and vulnerable groups to basic social services such as health, 
social protection, skills development (including TVET), and public employment service.  
 
15. Deepening knowledge partnerships. Urbanization is taking place at an unprecedented 
pace and scale across the PRC and in cities and towns with different geographic conditions and at 
different stages of social and economic development. This provides a rich source of knowledge 
and practices, as well as valuable lessons to share with policymakers and development 
practitioners. ADB will continue to collaborate with the government to gain and share knowledge to 
respond to the challenges of rapid urbanization and economic transformation. Through its TA 
support, ADB will assist the government in developing technical and policy options for improving 
urban governance, urban sustainability, and social inclusion. Support will be provided to the 
government for the development of urbanization policies and programs to reduce inequality across 
various regions and within provinces, cities, and towns. Lessons will be drawn from ADB projects 
in the urban sector to inform future operations. Through intensified collaboration with the Tongji 
University Urban Knowledge Hub, good practices will be shared between cities and towns within 
the PRC and with other DMCs through expanded South-South cooperation. Cooperation with the 
China Urban Water Association and with well-performing utilities in the PRC and internationally 
will be encouraged to help expand good municipal service practices and stakeholder participation. 
 
16. ADB’s urban lending program could deliver up to 16 loans with a total investment of $1.9 
billion over 2012-2015. New urban projects in the country program reflect government’s support for 
lesser-developed regions, promotion of demonstration projects for integrated rural–urban 
development, and provision of social services. The proposed TVET demonstration projects for 
Hunan and Guangxi Zhuang Autonomous region and proposed TA projects related to employment 
and skills development indicate a growing appreciation of the importance of skills training in 
dealing with the social and gender dimensions of inequality, poverty reduction, private sector 
development, and economic restructuring.    
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Problem Tree for Urban Development 
 
Effects 

 
 
 

    
 

Municipal and social services do not meet growing demands of rapid socioeconomic transformation 

Changing 
demand 
 
Aspiration for 
better jobs, 
quality of life, 
health and 
education 
 
Persistent 
pockets of 
poverty (rural 
areas, elderly, 
children, 
migrants) 
 
New vulnerable 
groups (migrants 
without hukou, 
elderly) 

Limited local 
government 
financing 
 
Inadequate 
fiscal 
arrangements 
 
Limited 
financing 
options for 
capital 
expenditures 
and operation 
and 
maintenance 
 
Insufficient user 
fees 

 

Limited access to relevant, good 
quality skills development training 

(including TVET) 

Poor coverage and 
targeting of basic social 

services 

Inadequate coverage and quality of 
municipal services and poorly enforced 

environmental regulation 

Insufficient 
skills and 
knowledge 
 
Increased and 
fast-evolving 
need for 
education 
 
Gap between 
demand and 
supply of skills 
and knowledge 
 
Manufacturing- 
oriented growth 
model becomes 
less relevant 
 
Employment 
structure 
changing 

Core Problem 

Limited private 
sector 
participation 
 
Legislative 
framework 
lacking 
 
Inadequate 
enabling 
environment 
 
Poor incentives  
 
Insufficient 
revenue 
generation 
 
Limited 
knowledge of 
benefits

Weak
capacity 
 
Fragmented 
mandates and 
responsibilities 
 
Poor planning 
and management 
 
Limited staffing 
and skills 
 
Insufficient 
financial 
management 
 
Inadequate 
stakeholder 
consultation 

Increasing 
demand 
 
Rural-to-urban 
migration due to 
job opportunities, 
better living 
standards, 
health, and 
education  
 
Rural areas lack 
lands, resources, 
increased natural 
disasters, and 
limited jobs  

Causes 

Environmental 
degradation and 

pollution 

Increased 
inequality 

Poor health  Insufficient 
jobs  

Uneven human 
capital  

 Source: Asian Development Bank. 
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Sector Results Framework (Urban Development, 2011–2015) 

Country Sector Outcome Country Sector Outputs ADB Sector Operations

Outcomes with 
ADB Contribution 

Indicators with Targets 
and Baselines 

Outputs with ADB 
Contributions 

Indicators with 
Incremental Targets 

Planned and Ongoing ADB 
Interventions 

Main Outputs 
Expected from ADB 

Interventions 
Competitive, green, and 
inclusive urbanization 

Water supply and other 
municipal infrastructure 
and services 
 
Urban population with 
access to piped water 
supply increased from 
96% (2009) to 98% (2015) 
 
Urban population with 
access to improved 
sanitation increased from 
58% (2008) to 65% (2015) 
 
Domestic solid waste 
treatment ratio increased 
from 71% in 2010 to 80% 
in 2015 
 
Education 
 
Number of students at 
secondary vocational 
schools increased from 
21.79 million (2009) to 
22.5 million (2015) (sex 
disaggregated) 
 
Number of students at 
post-secondary vocational 
schools increased from 
12.8 million (2009) to 
13.9 million (2015) (sex 
disaggregated) 
 

Water supply, 
wastewater and solid 
waste management 
systems, and other 
municipal 
infrastructure and 
services expanded 
and improved.   
 
Education 
Infrastructure and 
services expanded, 
improved, and well 
managed. 
 
 
 

Treated water supply 
increased from 
160 million m3/day in 
2010 to 200 million 
m3/day by 2015 
 
Wastewater treatment 
increased from 150 
million m3/day in 2010 to 
180 million m3/day by 
2015 
 
Number of enrolled 
students at secondary 
vocational schools 
increased by 710,000 by 
2015 (2009 baseline: 
21.79 million) 
 
Number of enrolled 
students at post- 
secondary vocational 
schools increased by 
1.1 million by 2015 (2009 
baseline: 12.8 million) 
  
Municipal and town 
governments’ institutional 
and financing capacity 
improved 

Planned key activity areas 
Lending operations with a total 
investment of $1.9 billion in water 
supply, wastewater, solid waste 
management, heating, gas, urban 
transport, and river rehabilitation, 
etc.  
 
Nonlending programs in finance, 
environmental management, 
vocational education, and urban 
planning. Knowledge products 
based on technical assistance 
findings and policy notes. 
 
Planned projects (2012–2015, 
$1.9 billion): 
- Water supply and sanitation 

($378 million); 
- Urban transport ($593 million) 
- Education ($108 million); and 
- Other municipal infrastructure 

and services ($821 million). 
 
Ongoing projects 
($2,287 million): 
- Water supply and sanitation 

($895 million); 
- Urban transport ($848 million) 
- Education ($2 million); and 
- Other municipal infrastructure 

and services ($542 million). 
 
 

Planned projects 
(2012–2015): 
- Additional water 

and wastewater 
capacity 
operational 
(1,385,000 
m3/day); 

- Additional urban 
roads built or 
upgraded (685 
km); and 

- Additional 
vocational 
students enrolled 
(30,000). 

 
Ongoing projects  
- Additional water 

and wastewater 
capacity 
operational 
(2,654,000 
m3/day); 

- Additional urban 
roads built or 
upgraded (927 
km); and 

- Additional 
vocational 
students enrolled 
(5,000) 

ADB = Asian Development Bank, and m3/day = cubic meters per day. 
Source: Asian Development Bank estimates. 

 




