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SECTOR ASSESSMENT (SUMMARY): AGRICULTURE, NATURAL RESOURCES, AND 
RURAL DEVELOPMENT1 

 
A. Sector Road Map 
 
 1. Sector Performance, Problems, and Opportunities 
 

1. People’s Republic of China. Rapid social and economic development in the People’s 
Republic of China (PRC) has resulted in increased water pollution. Although governments at all 
levels have made great efforts in preventing water pollution, the trend of increasing water pollution 
has not fundamentally changed. 
 
2. Eco-compensation is an important policy concept in the PRC, targeting improvements in 
the alignment, sustainability, and effectiveness of both financial flows and management incentives 
for conservation and restoration, especially for watershed eco-services.2 Many areas of the PRC 
have developed or are developing eco-compensation programs for water source protection, using 
a range of approaches and funding sources, based on the principle (those who benefit should 
compensate). This increase in eco-compensation programs reflects the PRC’s experience during 
the Conversion of Cropland to Forest and Grassland Program since 1999, which has provided 

compensation to farmers who abandoned more than 9 million hectares of sloping or marginal 
cropland. By 2008, eco-compensation programs for watershed services numbered more than 47 
and paid compensation of $7.8 billion for a total area of 290 million hectares. Despite this long 
experience, problems remain in the implementation of eco-compensation mechanisms, including 
an incomplete legal and regulatory framework.3 
 
3. Yangtze River Economic Belt. The Yangtze River Economic Belt (YREB) covers nine 
provinces and two specially administered cities in the Yangtze River Basin. It accounts for more 
than 40% of the PRC’s population and has 40% of the freshwater resources. It also serves as the 
drinking water source for 400 million people, provides 60% of the total fisheries production, has 
20% of the total wetland area, and contributes about 45% of the PRC’s economic output. The 
YREB has been earmarked as one of three key growth engines to ensure the PRC’s future 

economic development.4 
 
4. The YREB has benefited from extensive development since the 1990s, particularly in the 
delta. Yet, economic growth in the middle and upper reaches of the Yangtze River Basin is lagging 
and below its potential capacity. The middle and upper reaches of the Yangtze River Basin still 
face significant development challenges because of (i) slow transformation for green development 
and economic diversification; (ii) limited integration of waterways, ports, and intermodal logistics; 
(iii) increasing pollution and pressure on natural resources; and (iv) weak institutional coordination 
for strategic planning.5 The YREB faces a growing imbalance between economic achievements 
and the quality of the environment. For example, since 1980, water pollution in the Yangtze River 

 
1 This summary is based on consultant’s report for Technical Assistance to the People’s Republic of China for 

Preparing Yangtze River Economic Belt Projects (TA 9311-PRC). Available on request. 
2  Eco-compensation is a payment and incentive system that supports sustainable ecosystems, provides stable 

financing for conservation, and—when strategically designed—can address livelihood issues for the rural poor. 
3 Q. Zhang et al. 2010. An Eco-Compensation Policy Framework for the People’s Republic of China, Challenges and 

Opportunities. Manila: ADB. 
4 The other flagship projects are the Belt and Road Initiative and the Beijing–Tianjin–Hebei Integrated Regional 

Development Strategy. 
5 ADB. 2016. Yangtze River Economic Belt Environmental Protection and Rehabilitation Project—A Preliminary Study. 

Consultant’s report. Manila (TA 9044-PRC). 

http://www.adb.org/Documents/RRPs/?id=52025-001-3
http://www.adb.org/Documents/RRPs/?id=52025-001-3
https://www.adb.org/sites/default/files/publication/28010/eco-compensation-prc.pdf
https://www.adb.org/sites/default/files/publication/28010/eco-compensation-prc.pdf
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Basin has risen by 73% because of the discharge of waste;6 soil erosion, which is critical in small 
watersheds; and agriculture-related nonpoint source (NPS) pollution.7  
 
5. Zhaotong City, Yunnan Province. Zhaotong has been selected to demonstrate water 
pollution reduction in the Sayu River Basin. Zhaotong has one district, one county-level city, and 
nine counties, out of which the district and all counties are nationally designated poverty areas. 
Zhaotong has 1,336,700 poor people—the largest poor population in Yunnan. The Sayu River is 

a 186-kilometer long tertiary tributary of the Yangtze River. The Sayu River Basin, covering 3,558 
square kilometers, is an important area for ecological protection in the upper Yangtze River Basin. 
It is the only centralized drinking water source in Zhaotong. Urban drinking water is primarily 
provided from the Yudong Reservoir, which was constructed in 1998. The entire Yudong 
Reservoir Basin is part of Ludian County and Zhaoyang District in Zhaotong. Water in the Sayu 
River Basin, including the Yudong Reservoir, is polluted because of (i) waste discharge in the 
Sayu River Basin, (ii) high sediment runoff into the Sayu River because of soil erosion, and (iii) 
agriculture-related NPS pollution. In many locations of the Sayu River, the water quality is worse 
than the Class III national standard, which is unfit for drinking.8 Local people living around the 
Sayu River Basin, particularly women and the poor, suffer from water pollution. Poor water quality 
also increases the time spent by women seeking clean water for their families. 
 

6. Rural domestic wastewater, solid waste, and human and animal wastes pollute the water 
in the Sayu River Basin because of inadequate waste management. Rural domestic wastewater 
and solid waste contribute 27% of the chemical oxygen demand (COD), 9% of the total nitrogen, 
16% of the total phosphorus, and 22% of the ammoniacal nitrogen (NH3-N) in the Sayu River.9 
Human and animal wastes contribute 39% of the COD, 25% of the total nitrogen, 52% of the total 
phosphorus, and 48% of the NH3-N in the Sayu River (footnote 9). Since forest coverage in the 
Sayu River Basin is only 30.2% because of the expansion of farmland, which is significantly 
smaller than the 60%−70% appropriate for centralized drinking water sources, soil erosion is quite 
serious in this basin. About 57.9% of the Sayu River Basin is prone to soil erosion, providing 
1.1 million tons of soil per year. High sediment runoff caused by soil erosion contributes 34% of 
the COD, 21% of the total nitrogen, 11% of the total phosphorus, and 18% of the NH3-N in the 
Sayu River (footnote 9). Water in the Sayu River Basin is further deteriorated by agriculture-

related NPS pollution because of inadequate waste management systems, uncontrolled fertilizer 
release, and outdated production systems. Agriculture-related NPS pollution (e.g., farmland solid 
waste and fertilizer) contributes 45% of the total nitrogen, 21% of the total phosphorus, and 12% 
of the NH3-N in the Sayu River. It also contributes to climate change through direct and indirect 
emission of greenhouse gases. This situation may be aggravated by intensified and more frequent 
rainfall events induced by global climatic changes, which contribute to soil erosion and agriculture-
related pollution to water systems. 
 
7. Capacity is lacking for holistic planning, financing, and implementing of water pollution 
reduction activities.10 Public awareness of water pollution problems, particularly interlinkages 

 
6 The upper and middle reaches of the Yangtze River Basin account for 80% of the YREB’s wastewater discharge, 

and the tributaries have the worst water quality in the basin. Among the rural villages in the YREB, about 40% do not 
have garbage collection facilities; and about 80% lack basic sewage treatment. 

7 Every year, the Yangtze River Basin loses 2.24 billion tons of soil, damaging 67,000 hectares of farmland because 
of soil erosion. 

8 Following the PRC’s Environmental Water Quality Standard (GB 3838-2002). 
9 Zhaotong City Government. 2015. Zhaotong Yudong Reservoir Water Resources Protection Special Remediation 

Plan, 2015−2020. Zhaotong. 
10 An example is the “river chief” system. The “river chief” system was introduced in the PRC in 2017. It assigns each 

part of a river and lake to a certain official. Currently, river chiefs have difficulties collecting the data and information 
necessary for river management. 
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between household and economic activities and water quality, is also insufficient. As Zhaotong is 
considered a poor city, it urgently needs a sustainable financing mechanism for investments to 
address water pollution sustainably.  
 
8. COVID-19 pandemic. The coronavirus disease (COVID-19) pandemic has amplified the 
effects of interlinkages between biodiversity, public health, and ecosystem-dependent global 
supply chains. COVID-19 is being contained in the PRC but remains a risk. With the COVID-19 

pandemic as a trigger, the need for measures to prevent the spread of future infectious diseases 
is attracting attention. 
 
 2. Government’s Sector Strategy 
 
9. People’s Republic of China. The PRC is transitioning to a new high-quality development 
model that emphasizes innovation, productivity, sustainability, social inclusion, and more 
sophisticated well-being. Recent government policies are promoting a shift from development 
oriented on growth of gross domestic product to development centered on high quality. The 
Thirteenth Five-Year Plan of the PRC, 2016–2020 includes actions to help achieve the PRC’s 
development goals of inclusive and sustainable growth and “xiao kang” (a moderately prosperous 
society) by 2020.11 According to the plan, the PRC aims to realize “ecological civilization” that will 

promote sustainable development and help curb the costs associated with resource depletion and 
environmental damage.12 
 
10. The Government of the PRC issued important eco-compensation policies for the 
establishment of eco-compensation mechanisms,13 a horizontal watershed eco-compensation 
mechanism,14 and an eco-compensation mechanism in the YREB.15 It also developed an action 
plan to promote a market-based eco-compensation mechanism.16   
 
11. In February 2018, the State Council of the PRC promulgated a policy on rural vitalization 
as a driver for the PRC’s modernization goals and for building a moderately prosperous society. 
The policy targets the establishment of an institutional framework by 2020, the modernization of 
rural areas by 2035, and the beautification of the countryside by 2050. Local governments will 

formulate and start implementing their plans, aimed at improving public services and promoting 
environmental protection, during 2018–2022. Yunnan, particularly Zhaotong, will be a government 
priority for this policy implementation.17 
 
12. Yangtze River Economic Belt. To address the significant development challenges in the 
middle and upper reaches of the Yangtze River Basin, the government formulated the YREB 
Development Plan, 2016–2030, 18  which prioritize ecological protection and promotes green 

 
11 Government of the PRC. 2015. Outline of the Thirteenth Five-Year Plan on National Economic and Social 

Development, 2016–2020. Beijing. 
12 Ecological civilization refers to achieving harmony between growth, people, and nature. It includes activities to 

mitigate ecological damage, relieve pressures on natural resources, and improve the balance between the 

environment and the economy. 
13 State Council of the PRC. 2016. Opinion on Establishing and Improving Eco-compensation Mechanism. Beijing. 
14 Government of the PRC, Ministry of Finance et al. 2016. Opinion on Establishing Horizontal Watershed Eco-

Compensation Mechanism. Beijing. 
15 Government of the PRC, Ministry of Finance. 2018. Opinion on Establishing Eco-compensation Mechanism and 

Promoting Sustainable Ecological Protection in the Yangtze River Economic Belt. Beijing. 
16 Government of the PRC, National Development and Reform Commission et al. 2018. Action Plan on Promoting 

Market-based and Diversified Eco-compensation Mechanism. Beijing. 
17 State Council of the PRC. 2018. Policies Released on China’s Rural Vitalization. News release. 4 February. Beijing.  
18 Government of the PRC. 2016. Outline of the Yangtze River Economic Belt Development Plan, 2016–2030. Beijing. 

https://en.ndrc.gov.cn/policyrelease_8233/201612/P020191101482242850325.pdf
https://en.ndrc.gov.cn/policyrelease_8233/201612/P020191101482242850325.pdf
http://english.gov.cn/policies/latest_releases/2018/02/04/content_281476035954734.htm
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development as the guiding principle for the YREB development.19 In relation to this, the Asian 
Development Bank (ADB) and the government agreed to adopt a framework approach, providing 
about $2.0 billion of funding in the YREB during 2018–2020 to strategically program ADB’s 
lending support for development initiatives in the YREB, prioritizing (i) ecosystem restoration, 
environmental protection, and water resources management; (ii) green and inclusive industrial 
transformation; (iii) construction of an integrated multimodal transport corridor; and (iv) 
institutional strengthening and policy reform. 

 
13. Zhaotong City, Yunnan Province. The Yunnan Provincial Hydrology Department issued 
the Yunnan Provincial Water and Soil Conservation Plan, 2016–2030 in 2016,20  establishing 
short-term (2020) and long-term (2030) targets.21 The Yunnan Housing and Urban and Rural 
Construction Department issued an implementation plan for rural garbage management in 2016.22 
The Yunnan Provincial Government issued a 3-year action plan (2018–2020) to improve village 
living environments, 23  and a policy memo on improving eco-compensation mechanisms in 
2017.24 
 
14. In 2006, the Zhaotong City Government (ZCG) established a fund for ecological restoration 
and remediation of the primary and secondary water source protection areas of the Yudong 
Reservoir. The ZCG provided CNY3 million to the fund every year from 2006 to 2014. Since 2015, 

the fund has received CNY17 million annually.25 It is used to improve the environmental and water 
quality of the Sayu River Basin through river protection and waste management. Deficiencies of 
this fund include limited funding sources, particularly from beneficiaries; and lack of operational 
procedures of a committee managing the fund, including criteria for screening of activities 
proposed for financing from the fund. The ZCG would like to upgrade the fund to a new eco-
compensation fund, incorporating international good practices for sustainable financing 
mechanisms. In 2018, the ZCG established a district- and county-level horizontal (i.e., between 
the same levels of local government) eco-compensation mechanism, which consists of 
14 horizontal eco-compensation agreements for 17 river sections crossing the borders of 
Zhaotong’s one district, one county-level city, and nine counties.26 However, these agreements 

 
19 Green development aims to (i) change the traditional development model to a sustainable development model, 

(ii) address the challenges of rapid urbanization, and (iii) serve as a guide to socioeconomic development.  

20 Yunnan Provincial Department of Hydrology. 2016. Yunnan Provincial Water and Soil Conservation Plan (2016–

2030). Kunming. 
21 By 2020, water and soil erosion areas in Yunnan Province will be reduced by 23,600 square kilometers, and the 

annual soil erosion amount will be reduced by 500 million tons. By 2030, water and soil erosion areas will be reduced 
by 76,200 square kilometers, and the annual soil erosion amount will be reduced by 800 million tons. 

22 Yunnan Provincial Department of Housing and Urban and Rural Construction. 2016. Yunnan Provincial 
Implementation Plan for Rural Garbage Management. Kunming. 

23 Yunnan Provincial Government. 2018. 3-Year Action Plan (2018–2020) for Improving Village Living Environment in 
Yunnan Province. Kunming. 

24 Yunnan Provincial Government. 2017. Opinion on Improving Eco-compensation Mechanism in Yunnan Province. 
Kunming.  

25 This comprises CNY8 million from the ZCG, CNY5 million from the Zhaoyang District Government (ZDG), CNY2 
million from the Ludian County Government (LCG), and CNY2 million of collected water resources utilization fees 

from a downstream hydropower station every year. Zhaoyang District and Ludian County are in Zhaotong City, and 
their governments are the project implementing agencies.  

26 Each agreement is for one to three river sections crossing the border either between the district and a county, or 
between two counties. Compensation is paid based on the water quality at the border. Of the 14 agreements, one is 

for the Longshu River in the Sayu River Basin and two other rivers outside the Sayu River Basin, signed by the LCG 
and the ZDG, the project implementing agencies. Each of them provides CNY2.0 million per year; CNY2.4 million is 
allocated to the upstream LCG and CNY1.6 million to the downstream ZDG. At the border of Zhaoyang District and 
Ludian County, the water quality of the Longshu River and the other two rivers is measured monthly (36 sets of 

monitoring data/year). Every year, CNY2.4 million multiplied by the ratio of monitoring data number which did not 
meet the standard agreed between the LCG and ZDG is deducted from the LCG and added to the ZDG. 
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have not yet been implemented because of lack of water quality monitoring facilities.  
 
B. Major Development Partners: Strategic Foci and Key Activities 
 
15. A diversified range of development assistance programs from multilateral and bilateral 
development partners targets the management of water resources, agriculture, and overall 
environment and ecological restoration, which are government priorities. ADB is a development 

partner in these areas, covering infrastructure development, institutional and capacity 
improvement, policy reforms, and strategy development, all of which support the PRC’s Thirteenth 
Five-Year Plan, 2016−2020 (footnote 11) and previous five-year plans. Multilateral development 
banks, including ADB and the World Bank, have committed to potential lending support in the 
middle and upper reaches of the YREB. The multilateral development banks expressed their 
support for the government’s strategic decision to set ecological protection and green 
development as the top priorities for development along the YREB (para. 12). The table lists the 
key externally financed projects in agriculture, natural resources, and rural development, 
particularly on water pollution management, in the PRC. 
 

Major Development Partners 
Development 

Partner 

 

Project Name 

    

Duration 

 Amount 

($ million) 

Agriculture, natural resources, and rural development (particularly water pollution management) 
ADB Anhui Chao Lake Environmental Rehabilitation Project 2012–2020 250.0 

World Bank 
Jiangxi Poyang Lake Basin and Ecological Economic Zone Small 
Town Development Project 

2013–2019 150.0 

ADB Anhui Huainan Urban Water Systems Integrated Rehabilitation Project 2013–2020 150.0 

World Bank Guangxi Laibin Water Environment Project 2013–2020 80.0 

World Bank Guangdong Agricultural Pollution Control Project 2013–2021 100.0 

World Bank Qinghai Xining Water Environment Management Project 2014–2021 150.0 

ADB Hubei Enshi Qing River Upstream Environment Rehabilitation Project 2015–2021 100.0 

ADB 
Hunan Dongjiang Lake Integrated Environmental Protection and 
Management Project 

2015–2021 130.0 

ADB 
Henan Hebi Qihe River Environmental Improvement and Ecological 

Conservation Project 
2016–2022 150.0 

ADB 
Jiangxi Xinyu Kongmu River Watershed Flood Control and 
Environmental Improvement Project 

2016–2023 150.0 

World Bank Poyang Lake Basin Town Water Environment Management Project 2017–2022 150.0 

ADB 
Chongqing Longxi River Environment Comprehensive Treatment and 
Ecological Protection Demonstration 

2017–2024 150.0 

World Bank 
Zhejiang Qiandao Lake and Xin'an River Basin Water Resources and 
Ecological Environment Protection Project 

2018–2024 150.0 

World Bank 
Jiangxi Integrated Rural and Urban Water Supply and Wastewater 
Management Project 

2018–2024 200.0 

ADB 
Henan Dengzhou Ecological Protection and Integrated Rehabilitation 
Project 

2019–2026 200.0 

ADB 
Anhui Huangshan Xin’an’jiang River Ecological Protection and Green 
Development Project 

2019–2026 100.0 

ADB = Asian Development Bank. 
Source: Asian Development Bank. 

 

C. Institutional Arrangements and Processes for Development Coordination  
 
16. ADB is committed to sharing sector information and experience with its developing 
member countries and other development partners. In line with its support for the 2005 Paris 
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Declaration on Aid Effectiveness and the 2008 Accra Agenda for Action, ADB harmonizes its 
policies, procedures, and practices with its key development partners via parallel implementation 
structures, technical working groups, and joint missions. It also supports global and regional 
efforts to enhance aid effectiveness. The government coordinates development assistance 
through the Ministry of Finance, the National Development and Reform Commission, and/or other 
ministries. These agencies work together to ensure that the Thirteenth Five-Year Plan serves the 
PRC’s needs, and suits the interests and expertise of each organization (footnote 11). ADB’s PRC 

Resident Mission plays a key role in drawing lessons from project processing and implementation, 
and in sharing knowledge and experience with other development partners. 
 
17. The Yunnan Provincial Development and Reform Committee and the Yunnan Provincial 
Finance Department undertake development coordination. They work together to review 
development assistance requests from local governments in their jurisdiction and other provincial 
departments, align their needs with the priorities and programs of different development partners, 
and submit requests to the central government for projects. 
 
D. ADB Experience and Assistance Program 
 
18. ADB’s country partnership strategy for the PRC, 2016–2020 focuses on innovative projects 

where ADB can (i) catalyze the reduction of poverty, income inequality, and regional disparities; 
and (ii) promote an environmentally sustainable and less carbon-intensive economy. 27  The 
strategy is closely aligned with the priorities of the PRC’s Thirteenth Five-Year Plan, especially 
efforts to encourage greener and more inclusive development (footnote 11).   
 
19. ADB’s Strategy 2030 expands its vision toward a prosperous, inclusive, resilient, and 
sustainable Asia and the Pacific; and continues the focus on infrastructure investments—
particularly those that are green, sustainable, inclusive, and resilient; and tackling climate change 
and environmental sustainability.28 ADB’s Water Operational Plan, 2011–2020, aims to increase 
efficiency and productivity in the delivery of water services; and accelerate and expand the 
implementation of integrated water resources management (IWRM).29 
 

20. By 2019, ADB had provided 56 loans to the PRC for agriculture, natural resources, and 
rural development, of which a significant portion was allocated to water resources management, 
land restoration, forestation, and ecological improvement. ADB has provided three loans for 
agriculture, natural resources, and rural development in Yunnan. 
 
21. The project has incorporated lessons from international practices and ADB-financed 
projects and policy-oriented studies on the IWRM and environmental and ecosystem 
improvement in the project design, such as the importance of (i) implementation arrangements 
for funds,30 (ii) promoting the IWRM at the river basin scale by prioritizing upstream–downstream 
and urban–rural linkages, (iii) promoting nature-based solutions, (iv) strengthening nonstructural 
measures, (v) supporting institutional reforms that contribute to sustainable IWRM, (vi) providing 
capacity development for project implementation and operation and maintenance, and (vii) 

establishing an effective monitoring and evaluation system for project performance.

 
27 ADB. 2016. Country Partnership Strategy: People’s Republic of China, 2016–2020—Transforming Partnership: 

People’s Republic of China and Asian Development Bank. Manila. 
28 ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and Pacific. Manila.  
29 ADB. 2011. Water Operational Plan, 2011–2020. Manila. 
30 ADB. 2019. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the People’s 

Republic of China for the Anhui Huangshan Xin’an River Ecological Protection and Green Development Project. 
Manila. 

https://www.adb.org/sites/default/files/institutional-document/179558/cps-prc-2016-2020.pdf
https://www.adb.org/sites/default/files/institutional-document/179558/cps-prc-2016-2020.pdf
https://www.adb.org/sites/default/files/institutional-document/435391/strategy-2030-main-document.pdf
https://www.adb.org/sites/default/files/institutional-document/33022/files/water-operational-plan-2011-2020.pdf
https://www.adb.org/projects/documents/prc-52026-001-rrp
https://www.adb.org/projects/documents/prc-52026-001-rrp
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Problem Tree for Agriculture, Natural Resources, and Rural Development 
 
 
 
 
  

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 

Effects 

Core Problem 

Causes 

Economic growth is unsustainable and not reaching its potential in the Yangtze River Economic Belt 

Slow transformation for 

green development concepts 
in the Yangtze River 

Economic Belt 

Transportation and logistics 

connectivity not optimized 
in the Yangtze River 

Economic Belt 

Increasing pollution and 

pressure on natural resources 
in the Yangtze River Basin 

Weak institution and 

strategic planning in 
the Yangtze River 

Economic Belt 

Water pollution in the Sayu River Basin 

Discharge of waste 

Inadequate 
waste 

management 

Increasing 
population 
and waste 

Agriculture-related 
nonpoint source 

pollution 

Uncontrolled 
fertilizer 
release 

Outdated 
production 
systems 

Inadequate waste 
management 

systems 

Farmland 
expansion 

Inadequate 
afforestation 

Inadequate 
forest coverage 

High sediment 
runoff 

Soil erosion 

Inadequate sustainable 

financing mechanisms  

Insufficient capacities and public awareness for 

water sources and water environmental protection 
Source: Asian Development Bank. 


