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SECTOR ASSESSMENT: URBAN DEVELOPMENT  
 
 

A.    Introduction 
 
1. After years of heavy migration of rural workers to urban areas, the urban population of the 
People’s Republic of China (PRC) reached 731 million in 2013—more than 4 times the urban population 
at the advent of the country’s market reforms in 1978.1 Over the same period, the number of cities had 
more than tripled to 658. 
 
2. The urban population in the PRC is now growing by 21 million residents each year and is 
predicted to cross the 1 billion mark in 2030.2 By 2025, the PRC is expected to have eight megacities of 
more than 10 million inhabitants each and 221 cities with populations greater than 1 million.3 The 
development of the PRC’s cities will have profound implications for the country’s natural environment 
and social and economic future. Urban households account for 57% of the gross domestic product 
share of domestic consumption and 78% of household consumption, which are expected to be the 
engine of the country’s next stage of growth (footnote 2).     
 
B.     Sector Context 
 
3. The scale and rapid pace of urbanization continues to exert tremendous pressure on the 
delivery of water and other municipal infrastructure and services (WMIS, Table 1). Average population 
density in city districts increased from 279 persons per square kilometer in 1990 to an unprecedented 
level of 2,362 persons per square kilometer in 2013.  

 
Table 1: Selected Urban Development Indicators, 1990–2013 

Item 1990 1995 2000 2010 2012 2013 
Population density of city districts (persons/km2) 279 322 442 2209 2307 2362 
Annual volume of tap water supply (100 million m3) 382.3 481.6 469.0 507.9 523.0 537.3 
Per capita water consumption for residential use (ton) 67.9 71.3 95.5 62.6 62.7 63.3 
Urban population with access to tap water (%) 48.0 58.7 63.9 96.7 97.2 97.6 
Length of city sewage pipelines (’0,000 km) 5.8 11.0 14.2 37.0 43.9 46.5 
Volume of garbage disposed (million tons) 67.7 106.7 118.2 158.1 170.8 172.4 
km = kilometer, km2 =square kilometer, m3 = cubic meter. 
Source: National Bureau of Statistics of China. 2014. China Statistical Yearbook 2014. Beijing. 
 
4. Water supply in urban areas has significantly improved. The portion of the urban population 
with access to tap water rose from 48.0% in 1990 to 97.6% by 2013. Unmet demand for high-quality 
raw water in cities is substantial, as is demand for water supply delivery capacities, adequate pressure, 
and wastewater treatment facilities and the related sewage networks. The delivery of potable water 
needs improvement.4 Despite the impressive growth of sewage collection networks and treatment 
capacity, the need to catch up with continuing demand for sewerage facilities persists, since a large 
number of medium-sized and small cities or towns still do not have sewer collection networks and 
wastewater treatment plants. There is also a huge demand for drainage facilities. A 2010 survey of 351 
PRC cities revealed that most have inadequate drainage infrastructure and that urban water logging 

                                                 
1  And yet only 36% of the urban residents have an urban residency registration (hukou).  
2  Government of the People’s Republic of China, National Bureau of Statistics. 2014. China Statistical Yearbook 2014. Beijing.  
3  McKinsey Global Institute. 2009. Preparing for China’s Urban Billion. Sydney. 
4  The 2009 survey indicated that only 58% of 4,457 water treatment plants produced water that met the 2006 national 

standards for drinking water quality. The survey was conducted by the PRC’s Ministry of Housing and Urban-Rural 
Development (MOHURD). 
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occurred in 62% of the cities during 2008–2010.5 With rapid urbanization, municipal solid waste 
generation has been growing by 4% per year. By 2013, 172.4 million tons of solid wastes were 
collected from cities and transported to 765 waste treatment facilities, of which 580 were landfills and 
166 incinerators. The amount is expected to reach 510 million tons per year by 2025.6 The challenges 
are compounded by (i) water source pollution from inadequately treated agricultural, municipal, and 
industrial wastewater; (ii) low water productivity; (iii) geographical imbalances in water resource and 
demand, exacerbated by climate change; and (iv) urban flooding.   
 
5. The rapid urbanization and formation of cities were accompanied by the growth of city clusters 
as medium-sized cities and small towns sprung up around larger cities. The PRC’s national plan on new 
urbanization during 2014–2020 cited the importance of city clusters, and calls for upgrading, spatial 
layout optimization, sustainable use of resources, and environmental improvements in these city 
clusters.7  
 
6. Five-year plans. While the PRC’s 10th five-year plan for 2001–2005 proposed relatively rapid 
development of municipal infrastructure, the 11th five-year plan for 2006–2010 placed greater 
emphasis on long-term sustainable growth and balanced regional development. It adopted the 
strategic concepts of a "scientific approach to development" and "constructing a harmonious socialist 
society." Under the 11th plan, the PRC encouraged international financing institutions, such as the 
Asian Development Bank (ADB), to help implement projects that had high economic and social returns 
and introduced advanced technology, new knowledge, international management experience, and 
other innovations. 
 
7. Under the 12th five-year plan for 2011–2015, infrastructure has remained a high priority with 
clean energy and environment-friendly technologies emphasized, as well as the pilot development of 
green and low-carbon cities. Resource conservation is also emphasized to combat climate change 
impacts and improve natural resource management. The 12th plan aims to manage urbanization more 
carefully in recognition of the challenges posed by rapid migration from rural to urban areas and calls 
for effective overall planning in the construction of public facilities to increase the capacities of cities 
and towns. 
 
8. National plan on new urbanization. The national urbanization plan for 2014–2020 (footnote 7) 
allows for a market-driven urbanization process under government stewardship. The plan seeks to 
address demand for urban infrastructure and services by (i) rehabilitating and building water supply 
facilities to ensure urban water supply security; (ii) strengthening urban sewage treatment and 
recycling infrastructure building; (iii) promoting rain and sewage effluent diversion; (iv) improving 
urban drainage and stormwater systems; (v) treating nonhazardous sludge; (vi) improving non-
hazardous urban domestic waste treatment; (vii) accelerating the construction of urban natural gas 
pipelines, liquefied natural gas stations, and central heating facilities; (viii) accelerating the planning 
and development of integrated transportation solution for city clusters, and (ix) improving 
transportation access to small and medium cities.  
 
9. Water, wastewater, and solid waste management tariffs. A tariff-setting policy that achieves 
cost recovery is crucial for sector sustainability and the financial viability of urban development 
projects. Before 1994, the central government managed the entire urban water sector, and the pricing 
of water services was largely uncorrelated to cost recovery. Extensive government subsidies were 
required. In 1994, the State Council called for water tariff to be increased toward cost-recovery levels, 
and it empowered provincial and municipal price bureaus to set water tariffs locally. Additional 
government guidelines on water tariffs were issued later, including guidelines on tariffs for full cost 
                                                 
5  The 2010 survey was undertaken by the MOHURD. 
6  World Bank. 2012. What a Waste: A Global Review of Solid Waste Management. Washington, DC. 
7  The People’s Republic of China issued a national plan for urbanization during 2014–2020, in March 2014. 
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recovery by water supply companies and administrative regulations on urban water supply pricing and 
setting wastewater tariffs and solid waste tariffs.8 Currently, the water utility applies for a tariff 
increase, and the application is reviewed by provincial and municipal price bureaus. The proposal to 
adjust the tariffs is then publicized and subjected to public hearings. The guidelines state that tariffs 
are to aim for full cost recovery, but the national government also requires that local governments fully 
consider affordability and socioeconomic conditions in approving, rejecting, or modifying proposed 
adjustments.  
 
10. Water tariffs in the PRC remain well below financial cost recovery. Water tariffs average $0.52 
per cubic meter for household consumers in major cities, comprising an average water supply tariff of 
$0.38 and a wastewater charge of $0.14. The PRC tariffs are thus less than one-fourth of the $2.18 
global average. Countries such as the Republic of Korea, Mexico, and the Russian Federation have 
tariffs about double that of the PRC. In much of Western Europe, tariffs are about 10–16 times higher.9 
In most cases, strong public opposition has forced local governments to defer proposed tariff increases. 
When existing tariffs are not sufficient to finance the operation and maintenance (O&M) costs, local 
governments have provided subsidies to the water utilities to sustain service levels, often via budget 
appropriations but sometimes via commercial borrowings.  
 
11. Municipal governments are implementing a central government pricing system for wastewater 
treatment and reuse tariffs and for solid waste management tariffs. Currently, pricing does not reflect 
costs. The average unit price of wastewater treatment across all customer categories in 2012 was 
CNY0.79 per ton, lower than the CNY0.80 per ton standard proposed by the central government in 
2005.10 Tariffs for solid waste management remain below full cost recovery. 
 
12. Project execution in water supply and other municipal infrastructure and services. Project 
execution in the WMIS sector is essentially carried out by municipal governments, while day-to-day 
WMIS operations often involves limited corporations owned by the municipal government and/or 
operational divisions of these municipal governments. Central government agencies are not directly 
involved in any of the project loans in the sector. The opposite is true for technical assistance projects. 
Executing agencies involve provincial governments when the loan project covers several municipalities, 
but implementation eventually filters to the level of the municipal or district governments or a 
municipal government-owned state-owned enterprise. 
 

C.    ADB Strategies, Operational Plans, and Portfolio 
 
13. ADB’s long-term strategy. ADB's long-term strategic framework for 2001–2015 framed ADB's 
initial poverty reduction agenda in the region at the corporate strategic level.11 It identified rapid 

                                                 
8  ADB assisted the PRC in developing guidelines on reforming the tariffs of water supply companies to achieve full cost recovery. 

In 1998, the Standing Committee of the National People's Congress (NPC) issued an administrative regulation on urban water 
supply pricing providing that tariffs should cover operation and maintenance, depreciation, and interest costs. An ADB TA 
project completed in 2003 also helped the government refine the wastewater tariff principles and develop national guidelines 
for wastewater tariffs. In the same year, another ADB TA project was completed that helped the government develop a 
national policy framework and plans for urban solid waste management, refine the national guidelines on solid waste tariffs, 
and build related capacity. This helped establish the foundation for the formulation of the national urban wastewater tariff 
guidelines for large- and medium-sized cities in the PRC (TA 3749-PRC, $700,000, approved on 25 October 2001). 

9  Corresponds to average July 2014 data for 25 key Chinese cities. See also China Water Net Water Tariff database; this gives an 
average combined water and wastewater tariff of $0.44/m3 for 32 key cities as of April 2014. The comparisons with other 
countries are similar using either set of data: Global Water Intelligence. 2014. 2014 Tariff Survey, Vol. 15, Issue 9, September; 
China Water Net Water Tariff Database. http://price.h2o-china.com  

10  Refers to average unit price data for 36 major cities in the PRC in 2012. The 2005 national standard of CNY0.80 per ton reflects 
wastewater treatment cost only and does not consider other cost components, such as sludge disposal.  

11  ADB. 2001. Moving the Poverty Agenda Forward in Asia and the Pacific. The Long-Term Strategic Framework of the Asian 
Development Bank, 2001–2015. Manila. ADB’s first long-term strategic framework identified three core strategic development 
agendas: sustainable economic growth, inclusive social development, and governance. These were complemented by three 
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urbanization as a crucial development challenge in the region, citing the mounting need for urban 
development and services such as water supply, sanitation, housing, slum improvement, urban 
transport, urban environment, and urban service management.   
 
14. It was succeeded in 2008 by ADB’s Strategy 2020, which addressed urbanization challenges 
more directly as part of one of five core areas of operations—infrastructure.12 Strategy 2020 called for 
support for urban infrastructure during 2008–2020 to focus on water supply, sanitation, waste 
management, and urban transport. ADB’s support would not be limited to building physical assets but 
would also include improving the delivery of infrastructure services and creating an enabling 
environment for the private sector. 
 
15. Operational level plans. ADB’s water and urban operational plans are intended to help its 
regional departments define their respective country operations. ADB’s water operational plan for 
2011–2020 highlights issues on the availability and use of accessible freshwater, including unchecked 
pollution caused in part by a lack of adequate sanitation and wastewater management.13 It prescribes 
the following solutions for addressing the water challenge: (i) increased efficiencies in water use across 
the range of users; (ii) expanded wastewater management and reuse; (iii) embedded integrated water 
resources management, including improved risk management to mitigate floods, droughts, and other 
water-related disasters; (iv) expanded knowledge and capacity development that uses technology and 
innovation more directly; and (v) enhanced partnerships with the private sector. The urban operational 
plan (UOP) for 2012–2020 sets out ADB's approach to urban development by sharpening the focus on 
promoting livable cities that are competitive, environmentally attractive, and socially inclusive. It 
reorients operations toward a more integrated approach to urban investments. The UOP is to be ADB’s 
framework in formulating specific operational activities to realize sustainable urban development. It is 
to be achieved through geographically focused involvement that leverages a wider range of resources 
and partnerships than before.  
 
16. Under the UOP framework, an integrated planning context is required to improve the efficiency 
of water use and wastewater systems; wastewater recycling and reuse; urban transport requirements; 
district heating and gas supply; and associated facilities, such as street lighting. Phase 1, implemented 
during 2013 – 2014, was to define UOP initiatives, build ADB’s capacity to implement inclusive urban 
programs, and implement additional pilots in selected cities to demonstrate an integrated 3E approach 
(economy, environment, and equity). Phase 2 of the UOP's implementation from 2015 to 2017 is to 
consolidate the capacity building and piloting under phase 1 to (i) mainstream 3E initiatives into 
ongoing projects and new investments; (ii) prepare project development and implementation manuals 
for urban initiatives; and (iii) develop partnerships for UOP support and implementation.14  
 
17. Strategies at the country level. ADB’s water sector operations in the country strategy and 
program (CSP) for 2004–2006 for the PRC (and the updates) were designed to support country 
operational strategies to promote equitable and inclusive growth, as well as environmental 
sustainability.15 The WMIS sector was regarded as key for interventions to promote environmental 
sustainability objectives, especially in addressing the mounting urban environmental challenges in the 

                                                                                                                                                             
crosscutting themes of promoting private sector development, supporting regional cooperation and integration, and 
addressing environmental sustainability. 

12  Strategy 2020 identified five core areas of operations: (i) infrastructure; (ii) environment, including climate change; (iii) regional 
cooperation and integration; (iv) financial sector development; and (v) education. ADB. 2008. Strategy 2020: The Long-Term 
Strategic Framework of the Asian Development Bank, 2008–2020. Manila. 

13  ADB. 2011. Water Operational Plan, 2011–2020. Manila.  
14  Phase 3, scheduled for implementation during 2017–2020, will produce knowledge products and outreach materials that will 

enhance understanding, support project development, and seek to help scale up investments. 
15  The CSP for 2004–2006 had four operational strategies intended to (i) promote equitable and inclusive growth, (ii) make 

markets work better, (iii) foster regional cooperation, and (iv) promote environmental sustainability. ADB. 2004. Country 
Partnership Strategy: People's Republic of China, 2004–2006. Manila.  
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country. These include providing an adequate supply of clean water, reducing water pollution, and 
better solid waste management. The 2004–2006 CSP emphasized the need for efforts to broaden ADB’s 
public sector operations to complement private sector development and help enable more innovative 
approaches to public-private sector partnerships in the water sector, among others. WMIS operations 
were to focus on helping (i) improve the efficiency of water supply and distribution systems through 
investment in physical infrastructure, (ii) promote improved corporate governance and commercial 
management to enhance the potential for private sector involvement, (iii) improve cost recovery by 
strengthening tariff systems and structures for raw water and treated water, and (iv) ensure water 
resources conservation and environmental protection through the continuing support of legislative and 
regulatory provisions governing water pollution and natural resources management.  
 
18. In the succeeding 2008–2010 CPS, the need for a more integrated approach to urban 
development was expressed more directly at the strategy level. It broadly maintained strategic pillars 
from the previous CSP but sought to fine-tune ADB support along the priority themes of supporting (i) 
sustainable economic growth by developing urban areas, (ii) private sector development, and (iii) good 
governance. Support for urban development and environmental improvement in the PRC was to be 
maintained through ADB’s operations in water supply, wastewater management, flood control, solid 
waste management, and increased support for urban transport. Lending and policy advice aimed at 
supporting integrated urban development was to address complex urban development issues and 
achieve synergy between subsectors. The CPS results framework set country-level outcomes that 
targeted an increase in the coverage of urban wastewater treatment from 48% to 70% and of solid 
waste treatment from 55% to 60%. This was in line with the PRC’s 11th five-year plan targets.    
 
19. Under the 2011–2015 CPS, the overall strategy has been to position ADB in a catalytic role in 
the PRC’s development process through an enhanced operational focus on innovation and value 
addition and a further shift toward generating knowledge, sharing best practices, building capacity, 
and fostering regional cooperation. ADB was to continue to support integrated interventions that were 
guided by well-conceived urban development plans and environmental initiatives. In addition, regional 
cooperation was to be fostered in this strategy period by addressing the urban development needs of 
corridor cities involved in the Central Asia Regional Economic cooperation (CAREC) and the Greater 
Mekong Subregion (GMS) programs.  
 
20. Under this current CPS, small- and medium-sized cities in the country’s less-developed regions 
are to be developed as model livable and low-carbon cities, making use of integrated urban planning 
that involves multisector development and comprehensive provision of municipal and social services. 
The CPS results framework set sector outcomes targets of (i) an increase in the wastewater treatment 
ratio in all cities of the PRC from 82% in 2010 to 85% by 2015, and (ii) an increase in the access of the 
urban population to piped water supply from 96% in 2009 to 98% by 2015.  
 
21. Knowledge sharing is one of the CPS’ drivers of change and was to supplement these efforts. 
These operations were to include more active promotion of an urban knowledge hub established with 
Tongji University. In parallel, the Asia-Pacific Center for Water Security was jointly established with 
Peking and Tsinghua universities. In the area of private sector development, ADB's nonsovereign 
operations were to continue to finance catalytic public-private partnership projects for infrastructure 
investment, particularly in urban environmental protection. In the area of good governance and 
capacity development, ADB was to support the government’s efforts to reform tariffs and cost-recovery 
policies to make the development of municipal services sustainable. 
 
22. Water supply and other municipal infrastructure and services sector portfolio. ADB’s support 
for urban development during 2006–2013, the period covered by this country assistance program 
evaluation (CAPE) involved 26 sovereign loans totaling $3.025 billion; a sovereign loan of $100 million 
was approved in February 2014 (Table 2). Most loans approved during the first few years of the CAPE 
period (2006–2013) carried a WMIS classification, while those approved since 2009 have been classified 
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multisector. The CAPE regrouped these loans as urban development loans, as most loans in both 
periods are actually a mix of interventions that integrated combinations of urban roads, water supply, 
district heating, wastewater treatment, stormwater management, flood control management, disaster 
preparedness, solid waste management, environmental upgrading, and rehabilitation of water bodies.   
 

Table 2: Sovereign Loans Approved, 2006–2014a 

Loan 
No. Project Name 

Approval 
Date 

ADB 
Funding 

($million) Sector Subsector 
Closing 
Datea Status 

L3114 Guangdong Chaonan 
Water Resources 
Development and 
Protection Demonstration 
Project 

28 Feb 14 100 MS Water supply and 
sanitation, waste 
management, water-
based natural resources 
management 

31 Mar 20 Ongoing 

L3035 Guangxi Baise 
Integrated Urban 
Environment 
Improvement Project 

30 Sep 13 80 MS Urban sector 
development, urban 
transport, water supply 
and sanitation 

30 Jun 19 Ongoing 

L3022 Chongqing Urban-Rural 
Infrastructure 
Development 
Demonstration II Project 

20 Sep 13 150 MS Irrigation, drainage, 
and flood protection, 
road transport, water 
supply and sanitation  

31 Dec 18 Ongoing 

L3017 Xinjiang Integrated 
Urban Development 
Project 

28 Aug 13 200 MS Water supply and 
sanitation, urban 
transport, irrigation, 
drainage and flood 
protection 

30 Jun 19 Ongoing 

L3003 Gansu Jiuquan 
Integrated Urban 
Environment 
Improvement Project 

14 Jun 13 100 MS Urban transport, water 
supply and sanitation, 
forestry 

31 Dec 18 Ongoing 

L2940 Hubei Huangshi Urban 
Pollution Control and 
Environmental 
Management Project 

15 Nov 12 100 MS Water-based natural 
resource 
management,water 
supply and sanitation, 
waste management 

30 Jun 18 Ongoing 

L2903 Gansu Urban 
Infrastructure 
Development and 
Wetland Protection 
Project 

26 Sep 12 100 MS Urban transport, water 
supply and sanitation, 
land-based natural 
resources management 

30 Apr 18 Ongoing 

L2901 Integrated 
Development of Key 
Townships in Central 
Liaoning Project 

25 Sep 12 150 MS Urban transport, energy 
utility services, other 
municipal services 

30 Jun 18 Ongoing 

L2821 Guangxi Beibu Gulf 
Cities Development 
Project 

2 Dec 11 200 MS Road transport, urban 
transport, water supply 
and sanitation 

30 Jun 17 Ongoing 

L2759 Xinjiang Altay Urban 
Infrastructure and 
Environment 
Improvement Project 

23 Jun 11 100 MS Energy efficiency and 
conservation, urban 
transport, waste 
management, water 
supply and sanitation 

30 Jun 18 Ongoing 

L2657 Guangxi Southwestern 
Cities Development 
Project 

26 Jul 10 150 MS Water-based natural 
resources management, 
urban transport, urban 
development 

31 Dec 15 Ongoing 
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Loan 
No. Project Name 

Approval 
Date 

ADB 
Funding 

($million) Sector Subsector 
Closing 
Datea Status 

L2647 Wuhan Urban 
Environmental 
Improvement Project 

30 Jun 10 100 MS Water-based natural 
resources 
Management, Urban 
sector development, 
Water supply and 
sanitation 

30 Jun 17 Ongoing 

L2648 Chongqing Urban-Rural 
Infrastructure 
Development 
Demonstration Project 

30 Jun 10 100 MS Urban sector 
development, Road 
transport, Water supply 
and sanitation 

30 Jun 16 Ongoing 

L2606/ 
G190 

Shanxi Small Cities and 
Towns Development 
Demonstration Sector 
Project 

18 Dec 09 100 MS Water-based natural 
resources management, 
Primary, technical and 
vocational education 
and training, energy 
utility services, road 
transport, water and 
other urban 
infrastructure and 
services 

30 Jun 16 Ongoing 

L2574/ 
G171 

Hebei Small Cities and 
Towns Development 
Demonstration Sector 
Project 

6 Nov 09 100 MS Water supply and 
sanitation, waste 
management, energy 
utility service 

30 Jun 16 Ongoing 

L2550/ 
G159 

Liaoning Small Cities 
and Towns 
Development 
Demonstration Sector 
Project 

18 Sep 09 100 MS Water-based natural 
resources management, 
Road transport, Urban 
development, Urban 
sewerage, Urban solid 
waste management 

31 Mar 16 Ongoing 

L2491 Guangxi Wuzhou Urban 
Development Project 

15 Dec 08 100 WMIS Urban development 31 Dec 16 Ongoing 

L2487 Songhua River Basin 
Water Pollution Control 
and Management 
Project 

11 Dec 08 200 WMIS Waste management 27 Oct 14 Closed, 
no PCR 

L2420 Xinjiang Municipal 
Infrastructure and 
Environmental 
Improvement Project 

23 Apr 08 105 WMIS Urban development 12 May 14 Closed, 
no PCR 

L2407 Gansu Baiyin Urban 
Development Project 

23 Jan 08 80 WMIS Urban development 2 May 14 Closed, 
no PCR 

L2388 Kunming Qingshuihai 
Water Supply Project 

12 Dec 07 80 WMIS Water and sanitation 6 Nov 13 With PCR 

L2360 Jilin Urban 
Environmental 
Improvement Project 

29 Oct 07 100 WMIS Waste management 15 Oct 13 With PCR 

L2328 Anhui Hefei Urban 
Environment 
Improvement Project 

24 Apr 07 150 WMIS Urban development 25 Jul 14 With PCR 

L2297 Nanjing Qinhuai River 
Environmental 
Improvement Project 

18 Dec 06 100 WMIS Waste management 31 Dec 14 Ongoing 

L2240 Wuhan Wastewater and 
Stormwater 

26 Jun 06 100 WMIS Waste management 30 Jun 14 Closed, 
no PCR 



8 Linked Document 9d 
 

Loan 
No. Project Name 

Approval 
Date 

ADB 
Funding 

($million) Sector Subsector 
Closing 
Datea Status 

Management Project 
L2239 Guangxi Nanning Urban 

Environmental 
Upgrading Project 

26 Jun 06 100 WMIS Waste management 16 Dec 13 With PCR 

L2237 Shandong Hai River 
Basin Pollution Control 
Project 

21 Jun 06 80 WMIS Waste management 3 Jul 13 With PCR 

ADB = Asian Development Bank, G = grant, L = loan, MS = multisector, No. = number, PCR = project completion report, WMIS 
= water supply and other municipal infrastructure and services. 
a  The table lists loans approved up to first quarter of 2014. 
b  Completion date at approval or actual completion date. 
Source: Asian Development Bank Independent Evaluation Department. 
 
23. Fourteen of the sovereign loan projects were located in the PRC’s western region. The 
remaining 13 were distributed among the central region (5 projects), the eastern region (4 projects), 
and the northeast region (4 projects). One-third of the loan projects in the western region (5 projects) 
were undertaken in the Guangxi Zhuang Autonomous Region in the cities of Nanning, Baise, Beibu, 
Wuzhou, as well as in other southwestern cities. These were mostly multisector projects with WMIS 
components of water supply pipelines, sewer pipelines, wastewater treatment plants, stormwater 
drainage systems, and solid waste transfer stations. Most of the water supply and sewer pipelines were 
integrated in the road network developments. 
 
24. The CAPE considered the results of six completed sovereign loan projects amounting to  
$595 million that were approved prior to the period covered by the CAPE and completed during the 
CAPE period. All have project completion reports (PCRs) prepared by ADB’s East Asia Department 
(EARD), which was also in charge of implementing them. This Independent Evaluation Department 
(IED) agrees with the EARD’s PCR ratings for all of these projects (Table 3). 
 

Table 3: Sovereign Loans Approved Prior to the Country Assistance Program Evaluation Period and 
Completed During Country Assistance Program Evaluation Period  

Approval 
No. Project Name 

Approval 
Date 

ADB 
Funding  

($ million) Sector Subsector 
Closing 

Date 
PCR 

Rating 
PVR 

Rating 
PPER 

Rating 
L1797 Tianjin 

Wastewater 
Treatment and 
Water Resources 
Protection Project 

11 Dec 00 130 WMIS waste 
manage-

ment 

5 Sep 07 S No PVR S 

L1985 Hebei Province 
Wastewater 
Management 
Project 

19 Dec 02 82 WMIS waste 
manage-

ment 

18 Nov 09 S S No 
PPER 

L1995 Harbin Water 
Supply 

11 Mar 03 100 WMIS water and 
sanitation  

24 Mar 09 S S S 

L1996 Wuhan 
Wastewater 
Management 
Project 

25 Apr 03 83 WMIS waste 
manage-

ment 

27 Sep 10 S S No 
PPER 

L2175 Jilin Water Supply 
and Sewerage 
Development 
Project 

18 Jul 05 100 WMIS water and 
sanitation  

13 Jul 12 S S No 
PPER 

L2207 Henan 
Wastewater 

9 Dec 05 100 WMIS waste 
manage-

30 Dec 11 S No PVR No 
PPER 
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Approval 
No. Project Name 

Approval 
Date 

ADB 
Funding  

($ million) Sector Subsector 
Closing 

Date 
PCR 

Rating 
PVR 

Rating 
PPER 

Rating 
Treatment and 
Water Supply 
Sector Project 

ment 

ADB = Asian Development Bank, L = loan, PCR = project completion report, PPER = project performance evaluation report, PVR 
= project completion report validation report, S = successful, WMIS = water supply and other municipal infrastructure and 
services. 
Note: The country assistance program evaluation period is 2006–2013. 
Source: ADB Independent Evaluation Department. 
 
25. ADB also funded and administered 20 technical assistance (TA) projects classified as WMIS and 
multisector, amounting to $8.3 million, during the CAPE period (Table 4). These TA projects provided 
policy, advisory, and capacity development assistance covering urban development policy, partnerships, 
knowledge sharing, wastewater management, solid waste management, flooding and disaster 
management, environment, and water pollution. ADB supported 27 project preparation TA projects 
amounting to $20.3 million during the same period. About 30 key knowledge products related to 
urban development in the form of sector, thematic and policy notes, good practice briefs, technical 
working papers, and other special publications were also supported during 2007–2013 using TA or 
EARD staff resources.   
 

Table 4: Policy, Advisory and Capacity Development Technical Assistance Approved,  
2006–2013a 

TA No. TA Name 
Date 

Approved 

ADB 
Funding  
($ '000) 

TA 
Type 

8537 Institutionalization of Urban-Rural Environmental 
Master Planning to Guide Environmentally Sustainable 
Urbanization in the PRC 

2 Dec 13 200 PA 

7496 Establishing a Regional Knowledge Hub for Sustainable 
Urban Development (Supplementary) 

7 Dec 12 225 PA 

8208 Fiscal Policy for Urbanization, Industrialization, and 
Agricultural Modernization in Henan 

12 Nov 12 400 PA 

8165 Management of Uncontrolled Landfills 17 Sep 12 500 PA 
7974 Promoting Partnerships for South-South Cooperation 14 Dec 11 750 PA 
7839 Urban Stormwater Management and Waterlogging 

Disaster Prevention 
25 Jul 11 400 PA 

7496 Establishing a Regional Knowledge Hub for Sustainable 
Urban Development (Supplementary) 

27 Dec 10 75 PA 

7703 Capacity Building for Enhanced Partnership and 
Development Impact 

15 Dec 10 1,500 CD 

7687 Strengthening Capacity to Address Climate Change for 
Small and Medium-Sized City Development 

6 Dec 10 500 PA 

7617 Capacity Building for ICT-Based Industrial Waste 
Management 

1 Oct 10 450 CD 

7533 Policy Study on Strategic Options for Urbanization 10 May 10 600 PA 
7496 Establishing a Regional Knowledge Hub for Sustainable 

Urban Development (with two supplementary TA 
projects) 

15 Feb 10 150 PA 

7330 ADB-PRC Platform for Knowledge Sharing and Pilot 
Workshop on Sustainable Urbanization 

13 Aug 09 225 CD 

7238 Providing Capacity Building Support for Wenchuan 
Earthquake Reconstruction 

19 Feb 09 700 CD 

7203 Promoting a More Inclusive and Effective Disaster Risk 
Management System 

12 Dec 08 650 AD 

7081 Providing Emergency Response to Sichuan Earthquake 26 May 08 1,000 AD 
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TA No. TA Name 
Date 

Approved 

ADB 
Funding  
($ '000) 

TA 
Type 

7083 Urban Wastewater Reuse and Sludge Utilization Policy 
Study 

26 May 08 1,000 AD 

7002 Urban Wastewater and Solid Waste Management for 
Small Cities and Towns 

10 Dec 07 1,000 AD 

4967 Policy Study on Market-Based Instruments for Water 
Pollution Control 

11 Sep 07 500 AD 

4933 Facility for Policy Reform and Poverty Reduction 28 May 07 965 AD 
AD = advisory technical assistance, CD = capacity development technical assistance, no. = number. PA= policy 
advisory technical assistance, TA = technical assistance. 
a  Excludes project preparatory technical assistance projects; no policy, advisory and capacity development TA project 

was approved in 2006. 
Source: Asian Development Bank Independent Evaluation Department. 

 
26. Table 5 summarizes the implementation status as of February 2015 of sovereign loans 
considered by the CAPE.  
 

Table 5: Sovereign Loans—Status of Implementation and Evaluation 

  Total Total  Completed, of which  
Approval Period Total Ongoing Completed No PCR With PCR With PVR With PPER 

2000–2005 6 0 6 0 6 4 2 
2006–2014a 27 18 9 4 5 1 0 
 Total 33 18 15 4 11 5 2 

PCR=project completion report, PPER=project performance evaluation report, PVR=project validation report. 
a Includes 26 loans approved during 2006–2013, and one loan approved in February 2014. 
Source: Asian Development Bank Independent Evaluation Department. 
 

D.    Evaluation  
 

1. Overview 
 
27. Overall, ADB's support for urban development is rated successful. The program has been 
relevant to the accelerating urbanization in PRC. It has been aligned with both government and ADB 
strategies, plans, and programs for the sector. It has been effective in delivering its intended outputs 
and outcomes and has been contributing to addressing the demand for urban infrastructure and 
services for water supply, sewerage systems, wastewater treatment plants, drainage, and solid waste 
management. It has been efficient; ADB’s contribution to costs approved up-front has not exceeded 
initially approved amounts, any increase in overall costs have been promptly met in most cases with 
local, or/and provincial, or/and central government support, and economic internal rates of returns 
have been beyond the threshold value. The program is likely to be sustainable based on prospects for 
overall environmental, social, and financial sustainability.  It has had positive development impacts on 
inclusive growth, environmentally sustainable growth, governance, private sector development, and 
innovation and transformation.  
  



Sector Assessment: Urban Development 11 
 

Table 6: Overall Performance Rating for Urban Development 

Evaluation Criteria 
Criteria 
Weight Assessment Rating 

Weighted 
Average Score 

Relevance 0.2 Relevant 2 0.4 
Effectiveness 0.2 Effective 2 0.4 
Efficiency 0.2 Efficient 2 0.4 
Sustainability 0.2 Likely 2 0.4 
Development impacts 0.2 Satisfactory 2 0.4 
Overall assessment 1.0 Successful  2.0 

Note: The criteria ratings are from 0 to 3. The score is the product of the weight and the rating. The overall 
assessment rating is highly successful if the sum of the scores equals or exceeds 2.5 and successful if it is less than 2.5 
but equals or exceeds 1.6. It is less than successful if the score is less than 1.6 and unsuccessful if the score is below 
0.8. 
Source: Asian Development Bank Independent Evaluation Department. 
 

2. Relevance 
 

28. The urban development program was relevant. Project impacts, outcomes, and outputs are 
consistent with both government and ADB's strategies on development.  Projects were aligned with 
ADB’s corresponding PRC CPSs at the time of project approval.  These projects were relevant in 
improving urban environment, improving municipal infrastructure, reducing water pollution and 
improving surface water quality, increasing access to clean drinking water, and enhancing solid waste 
management.   
 

a. Loan Projects 
 
29. Five sovereign loan projects approved during the CAPE period had PCRs prepared by EARD, all 
of which rated them highly relevant. 16 These ratings reflect the fact that the project designs were in 
line with the government's development and ADB’s country and operational strategies. These ratings 
do not consider certain other project design aspects. The lone project validation report (PVR) prepared 
by IED for these projectson L2360—downgraded the PCR’s highly relevant rating to relevant.17  
 
30. The CAPE rates ongoing projects approved after 2006 relevant. They are consistent with the 
government’s development strategy and ADB’s country strategy and operational priorities as reflected 
in the reports and recommendations of the President (RRPs). 
 
31. Six projects approved before 2006 but completed during the CAPE period were rated highly 
relevant in their PCRs.18 Available PVRs and project performance evaluation reports (PPERs) prepared by 
IED, rated four of these projects relevant. The highly relevant PCR ratings for two projects (L1797 and 
L1985) were downgraded to relevant because the goals, project objectives, or special project features 
were deemed too ambitious considering either the budget constraints and size of population requiring 
service or the difficulty of monitoring. L1995 was downgraded to relevant because the project design 
did not give due emphasis to water enterprise operations and management systems and corporate 
governance issues. L2175 was downgraded to relevant because some subprojects were deemed to have 
design capacity far in excess of medium-term demand.   

                                                 
16  The five are (i) L2328: Anhui Hefei Urban Environment Improvement Project, (ii) L2237: Shandong Hai River Basin Pollution 

Control Project, (iii) L2239: Guangxi Nanning Urban Environmental Upgrading Project, (iv) L2360: Jilin Urban Environmental 
Improvement Project, and (v) L2388: Kunming Qingshuihai Water Supply Project. 

17  Some component designs overestimated demand. 
18  These six are: (i) L1797: Tianjin Wastewater Treatment and Water Resources Protection Project, (ii) L1985: Hebei Province 

Wastewater Management Project, iii) L1995: Harbin Water Supply Project, (iv) L1996: Wuhan Wastewater Management Project; 
(v) L2175: Jilin Water Supply and Sewerage Development Project, and (vi) L2207: Henan Wastewater Treatment and Water 
Supply Sector Project. 
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32. Development trends. Urban development projects include a wide variety of projects with 
components related to pro-poor or inclusive growth, environmental sustainability, private sector 
development, and governance. All are in line with the relevant ADB CPSs. 
 
33. Pro-poor and inclusive growth components are included in all projects approved during the 
CAPE study period. Inclusive growth components came in several forms—as water supply systems that 
cover urban and rural residents (L3114), or integrated community development (L3035), or the 
inclusion of socioeconomically deprived areas in project coverage and design (L3017). These projects fit 
well with ADB's Strategy 2020 and are consistent with the current CPS for 2011–2015. 
 
34. Environmental sustainability objectives were included in project designs in various ways. They 
included activities for integrated sludge treatment and disposal, and biogas generation (L2647); 
wetland protection through stormwater management (L2903); sewerage systems to control urban 
water pollution (L2240); and capacity development to support establishment of an environmental 
management system in an industrial zone (L2407). These projects are consistent with ADB's water 
policy and urban sector strategy, which fosters competitive, green, and inclusive cities. They were also 
aligned with their corresponding CPSs. 
 
35. To support private sector participation, projects were expected to create an enabling 
environment for private sector entry through tariff and institutional reforms. Private sector-related 
components included preparation of a strategy for private sector participation (L2240); or connecting a 
new area to a privatized wastewater treatment services enterprise to increase its viability (L3035). 
Governance-related components included capacity development to improve the corporate governance 
of wastewater companies (L2901). All of these projects aligned with the corresponding CPSs. 
 
36. Regional mix. ADB's urban development support has been spread over 14 provinces across all 
four regions of the PRC. Fourteen projects were concentrated in the western region and support the 
government's western region development strategy to promote balanced growth between all parts of 
the country and stimulate development and raise living standards in lagging areas. The other loan 
projects were in the central region (5 projects), eastern region (4 projects), and northeast region (4 
projects).  
 
37. The wide distribution of these projects suggests that ADB’s opportunities to continue policy 
dialogue with agencies in a given area to achieve lasting transformative impacts have been slim. ADB 
support is seldom repeated in most project areas. Only four executing agencies have worked with ADB 
more than once—the Wuhan municipal government, the Liaoning provincial government, the Guangxi 
Zhuang Autonomous Region government, and the Xinjiang Uighur Autonomous Region government. 
The same is true of implementing agencies.  
 
38. Integrated urban development. Some urban development projects have had outputs that 
integrated the planning and construction of urban roads with related municipal infrastructure, 
including water supply pipelines, drainage systems, sewerage pipelines, lighting, traffic control 
facilities, and landscaping. Institutional development and capacity building are also part of the outputs. 
However, it appears that projects involving multiple subsectors are not always evidently supported by 
holistic design and analysis, although some designs emphasize integrated planning and construction of 
urban infrastructure.19    
 
39. Loan projects have been relevant to the national government’s development objectives and 
have generally slotted well into the PRC’s sector master plans or the urban master plans of municipal 
                                                 
19  Loan 3035 (Guangxi Baise Integrated Urban Environment Improvement Project, approved in 2013) used an urban design plan 

and control plan. The Baise municipal government engaged the ADB-supported Tongji University knowledge hub to prepare 
the Urban Design Plan and the Control Plan.  



Sector Assessment: Urban Development 13 
 
governments. However, the need for ADB to respond to updating and/or changes in municipal 
government priorities during project implementation have caused some delays and changes in scope or 
the cost of subprojects.  
 
40. Integrated river basin approach. During the 2008–2010 CPS period, some projects included 
integrated river basin approach innovations. L2487 recommended the adoption of an integrated river 
basin management approach for improving the institutions and regulations for water quality 
management and pollution control in the Songhua River Basin. This innovative approach came from 
ADB’s long term engagement and encouraged additional government and private sector investments 
for reducing pollution in the basin. 
 
41. Ownership. While CPS for 2008–2010 and the 2011–2015 CPS set the project cost sharing 
ceiling at up to 99% of total project cost, ADB's contribution has ranged from 20% to 59%, and its 
share of estimated capital expenditure at appraisal exceeded 50% in only three projects. Client 
ownership of ADB-supported projects in the PRC is thus high.  
 
42. ADB support for project implementation management. ADB introduced international business 
practices on procurement and safeguards to provincial and local executing agencies and implementing 
agencies. Local government officials in the Guangxi Zhuang Autonomous Region and Yunnan Province 
acknowledged that ADB's participation in projects led to a greater awareness of project safeguards 
than did funding by domestic banks, but that compliance requirements were sometimes difficult to 
achieve.  
 
43. Capacity development programs helped address difficulties in complying with ADB procedures 
for procurement and disbursement, but it is difficult to gauge the extent to which the procedures were 
internalized because most implementing agencies are one-time participants in these projects.  
 
 b. Technical Assistance Projects 
  
44. TA outcomes and outputs have been consistent with both government and ADB strategies. 
ADB's collaboration with the Ministry of Housing and Urban-Rural Development (MOHURD) has been 
productive in terms of TA policy work related to the issues of domestic stormwater, water logging, 
domestic wastewater treatment, wastewater reuse, open dumps and uncontrolled landfills, and solid 
waste management.20  
 
45. The TA projects have been implemented during a time of real demand for policy studies to 
address the issues confronting the ministry. ADB's cooperation with the MOHURD on these issues 
provided international experience and creative solutions. The MOHURD acknowledged ADB's important 
contributions in promoting policy works in the PRC's WMIS sector. The MOHURD requested the 
assistance and used the results of the TA projects in the formulation of guidelines.   
 
46. Other TA projects also had outcomes and outputs that were consistent with both government 
and ADB strategies. They were designed to provide policy recommendations for urbanization and 
environment-related issues, capacity development for disaster management, information systems, an 
urban knowledge hub, and project processing and implementation. Some TA projects had similar focus 
areas, such as the promotion of knowledge sharing—e.g., two projects with the MOF and three with 
Tongji University. The knowledge was related to addressing development constraints and challenges in 
sustainable urban development. 

                                                 
20 TA projects implemented with the MOHURD include the following: TA 8165: Management of Uncontrolled Landfills (scheduled 

to be closed on 30 September 2014; TA 7839: Urban Stormwater Management and Waterlogging Disaster Prevention (closed 
on 30 April 2013); TA 7083: Urban Wastewater Reuse and Sludge Utilization Policy Study (closed on 30 September 2011); TA 
7002: Urban Wastewater and Solid Waste Management for Small Cities and Towns (closed on 31 March 2012). 
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 3.    Effectiveness 
 
47. The urban development program has been effective in delivering its intended outputs and 
outcomes. It has contributed to the enhancement of urban environments and the promotion of livable 
cities. Project outputs have included the development of water supply, sewerage, and wastewater 
treatment plants; solid waste management; and better drainage networks.  
 
48. The nine completed sovereign loan projects approved during the CAPE period (Table 2) 
achieved their intended outcomes of improving water supply, wastewater management, and solid 
waste management. PCRs were prepared for five. Four of these PCRs rated the projects effective in 
achieving their outcomes and targets in such areas as improved wastewater management, 
improvement of the water quality in rivers, reduction of flood risks, upgrading of solid waste 
management, and better water supply. L2338 was rated highly effective by the PCR in providing 
additional water sources to Kunming City when a severe drought occurred in 2012.  
 
49. The projects helped improve water supply systems by providing raw water pipelines, 
conveyance works tunnels and other structures, water distribution pipelines, water treatment plants, 
and water distribution networks. Wastewater and drainage projects helped ease water pollution and 
protect water resources; strengthen urban services and infrastructure; improve wastewater 
management; and upgrade urban drainage by delivering outputs such as collection network extensions 
and rehabilitation, trunk sewers, interceptor sewers, sewage pumping stations, new and upgraded 
wastewater treatment facilities, effluent reuse wastewater treatment facilities, water reuse transmission 
mains, drainage pipelines, and larger-capacity stormwater pumping stations. 
 
50. Some projects in the wastewater sector have supported environmental sustainability by 
delivering outputs involving wastewater reclamation and reuse (L2237 and L2360). Projects in solid 
waste management provide new solid waste landfills, rehabilitate old ones, and develop solid waste 
transfer stations and solid waste treatment facilities. Some of these projects protect water 
resources(L2487).  
 
51. The PCRs for the six projects approved before 2006 but completed during the CAPE period 
(Table 3) rated five effective and one (L2207) highly effective. The project validation and project 
evaluation reports prepared for the six agreed with five of the ratings. L2175 reduced the rating to less 
than effective because two of three outcome indicators were not clearly achieved.21  
 
52. Water supply projects achieved their major objectives, which were to improve water quality and 
make supply more reliable (such as L1995). They helped provide good potable water through reservoir, 
dam, and water quality protection works; raw water transmission pipelines; water treatment plants; 
management information systems; and water distribution networks. 
 
53. The main objective of wastewater and drainage projects—sustainable wastewater 
management—was also achieved (such as L1996). The projects helped improve the urban environment 
and public health by providing sewers and interceptors, sewage pumping stations, wastewater 
treatment plants, and drainage systems.  
 
54. The CAPE team expects that projects approved after 2006 and ongoing will be effective in 
delivering their intended outputs and achieving their outcomes. Where technical problems have arisen, 
they are being addressed (for example, L2759 in Xinjiang).  

                                                 
21  The PCR for L2175 (Jilin Water Supply and Sewerage Development Project, $100 million, approved on 18 Jul 2005) based its 

rating on the improved management and use of water resources in the upper river basin without providing sufficient 
information on the status of the indicators. 



Sector Assessment: Urban Development 15 
 
55. Design and monitoring frameworks. The design and monitoring frameworks (DMFs) of loan 
projects state the project’s intended outcomes and outputs and provide area-specific performance 
targets and indicators to help assess whether they achieve them. ADB maintains no comprehensive 
database to track the extent to which these performance targets are met.22 However, the CAPE team’s 
investigations did not reveal any indication that a significant number of ongoing projects will turn out 
to be less than effective. 
 
56. The CAPE found it difficult to understand how some indicators were selected for the DMFs of 
some projects. For instance, in L2175, the outcome is stated in the DMF as "improved management and 
utilization of water resources in the upper Songhua River Basin," and one of the outcome indicators is 
"recovery of the groundwater aquifer in Shuangyang and Meihekou by more than 85% by 2011." The 
RRP gives no information on how or why this percentage indicator was selected, and the term 
"recovery" is vague. Moreover, evaluating whether this target has been met will be very difficult, 
because it will require a groundwater assessment using extensive baseline and monitoring data and 
complex methodologies. This makes evaluating the project's effectiveness hard. 
 
57. Technical assistance effectiveness. The effectiveness of policy and advisory TA projects is 
discussed in the context of sustainability and innovation. The focus here is on capacity development TA. 
All capacity development TA projects approved during the 2008–2010 period were effective in 
achieving their outputs and outcomes. These TA projects have contributed to improving project 
management, enhancing skills and knowledge in effective disaster risk management, enhancing 
awareness in PRC agencies of ADB's business processes and operating procedures, improving 
institutional capacity for industrial waste management, and developing a platform for knowledge 
sharing. 
 
58. TA 7703 has made important contributions to project management. Capacity development for 
executing and implementing agencies was identified as a focus area by ADB’s 2008 country portfolio 
review mission. The government and ADB agreed to include it in the action plan during the 2009 PRC 
country programming exercise. TA 7703 was approved in 2010 and has been supplementing ADB’s 
efforts to strengthen institutional capacities of executing and implementing agencies for better project 
management by delivering training programs, facilitating knowledge transfer, and showcasing good 
practices. Although TA 7703 has been extended and is scheduled to close on 31 December 2015, it has 
already achieved several outputs. These include providing loan implementation training for project 
management staff, an implementation and administration and procurement clinic, seminars on loan 
disbursement and financial management, and capacity building for high-level officials. 
 
 4.    Efficiency 
 
59. ADB’s urban development program is rated efficient. The rating is based on the (i) efficiency 
ratings in PCRs and PVRs of five completed projects approved during the CAPE period (2006–2013); (ii) 
efficiency ratings of the PCRs, PVRs, or PPERs of six completed loans approved before 2006;  
(iii) economic internal rates of return (EIRRs) at appraisal estimated in the RRPs of four completed 
projects for which PCRs have yet to be prepared; (iv) EIRRs at appraisal estimated in RRPs for 18 
ongoing projects, as well as the related switching values when these are available; (v) extent of 
potential and actual delays for the 18 ongoing projects and for the four completed projects without 
PCRs; (vi) extent of cost overruns for the 18 ongoing projects and for the four completed projects 
without PCRs; and (vii) overall portfolio performance of loans supporting urban development relative to 
the PRC and ADB portfolio.   

                                                 
22  The DMFs in the RRPs for ongoing loan projects specify outcomes mostly at a macro level while outputs are relatively specific. 

The DMF sets area-specific performance targets and indicators, with baselines, for both the outcome and the outputs. 
Extensive research is required to verify whether the area-specific targets in the DMFs have been achieved or are likely to be 
achieved by the specified target dates. 
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60. Economic internal rate of return as indicator of efficiency of investment. The RRPs for all 
sovereign loan projects (Table 2) reported an EIRR of more than 12% at appraisal.23 The PCRs also 
reported EIRRs that exceeded the 12% benchmark at completion. The ranges of switching values for 
ongoing projects indicates that projects will remain economically viable even with adverse changes in 
benefits realization and/or capital costs.24  
 
61. In terms of subsectors, water supply and urban transport components have EIRRs at appraisal 
mainly in the 12%–18% range. The majority of project components involving flood management, 
wastewater management, and environmental upgrading had EIRR estimates of more than 18% at 
appraisal.  
 
62. Delays as indicators of inefficiency in project implementation.  Of the nine completed loan 
projects approved during the CAPE period, five were completed within 1 year of original closing date, 
two were delayed by more than 1 year, and two others were completed more than 2 years after the 
original completion date. The more lengthy delays were caused by (i) land acquisition and resettlement 
issues; (ii) dependence on timely completion of activities undertaken independently by other 
development partners and agencies; and (iii) technical complexity of one component or subcomponent 
that delayed the process of finalizing its detailed engineering design, the completion of civil works, the 
installation of equipment, and system testing—and called for extended closing of the entire project.   
 
63. Of the six completed projects approved prior to 2006, four were completed within 1 year of 
original closing date and rated efficient by PCRs. Two were delayed by more than 1 year (and are rated 
less efficient) due to (i) a combination of a delay in loan effectiveness and subsequent construction 
delays due to land acquisition and resettlement; and (ii) a delayed government decision on whether a 
subproject would be implemented, followed by the removal of three subprojects from the project 
scope to accommodate changes in the government’s urban master plan and priorities. 
 
64. None of the ongoing 18 projects are considered by EARD to be at risk,25 even though three 
were identified as potential problems due to initial delays in procurement and contract award, possible 
cancellation of subprojects and/or subproject substitution, and adjustments necessary to respond to 
new municipal master plan priorities.26 
 
65. Cost overruns as indicator of inefficiency in project implementation. A comparison of planned 
and actual costs for the completed projects approved during the CAPE period shows two with 

                                                 
23  The RRPs for six projects do not calculate overall project EIRRs but present either (i) EIRR estimates per component, or  

(ii) economic least-cost analysis. The majority of urban development projects are a blend of components involving various 
sectors or subsectors, or involve different and not necessarily contiguous geographical localities. In these cases, RRPs undertake 
economic cost–benefit analysis on a per-component or per-area basis and do not necessarily present an overall project EIRR. 
For instance, no overall EIRR was presented for L2239 Guangxi Nanning Urban Environmental Upgrading Project. One 
subcomponent involving solid waste management had a marginal EIRR of 11.1%, while the other three components had EIRRs 
ranging from 12.6% to 24%. The RRP’s economic analysis states that unquantified benefits accruing from reduction and/or 
avoidance of flood damage due to reduced solid waste in canals, rivers, and the drainage system, if quantified, would have 
improved the marginal EIRR of the solid waste management component.  

24  Seven of the 18 ongoing projects had EIRRs at appraisal exceeding 18%, which indicates a high likelihood for efficiency of 
investment. 

25 Data from the eOps/PPMS as of the third quarter of 2014.  The ADB portfolio performance rating system generates an average 
overall score of 0–1, which classifies an ongoing project under one of three categories: (i) on track projects with a score equal 
to or above 0.9; (ii) potential problem projects with a score between 0.7 to 0.89; and (iii) actual problem projects with a score 
of 0.69 or less.  Projects rated actual problem are considered to be at risk.  The rating system is applied for each of five project 
performance indicators, which cover technical, procurement, disbursement, financial management, and safeguards indicators. 
ADB. 2011. Project Performance Monitoring. Project Administration Instructions. PAI No. 5.08. Manila.   

26  The three projects rated as potential problem as of the third quarter of 2014, all had a numerical rating of 0.80, are: (i) L2940: 
Hubei Huangshi Urban Pollution Control and Environmental Management Project; (ii) L2901: Integrated Development of Key 
Townships in Central Liaoning; and, (iii) L2550/ G159: Liaoning Small Cities and Towns Development Demonstration Sector 
Project.   
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substantial overruns. The costs of L2388 rose by $113.1 million (44%) over the appraisal estimate due 
to (i) a 20% appreciation of the yuan against the US dollar during project implementation; (ii) increased 
civil works for two newly built water tunnels, and additional protection and stabilization works 
required because of the difficult geological terrain for the tunnels; and (iii) increased land acquisition 
and resettlement impacts and additional service facilities provided in the resettlement sites (utilities, 
roads, bridges, and schools). L2239 had a cost overrun of $96.5 million, or 37%. The primarily causes 
were (i) higher-than-anticipated land acquisition and resettlement compensation, (ii) design changes, 
(iii) appreciation of the yuan against the US dollar and inflation.   
 
66. The rest of the post-2006 approved loans have had relatively minor cost overruns or actual 
reductions in project costs. Significant cost reductions were due to cancelation of components or 
changes in project scope. Minor variations from approved total cost are due to currency appreciation, 
changes in interest rates27 or differences in contract package estimates from actual bid prices. Cost 
overruns were often associated with time overruns. Lack of timely availability of additional counterpart 
funds has contributed to delays in or cancellation of some components.28  
 
67. Among the six projects approved prior to 2006 but completed during the CAPE period, only 
one experienced a major cost increase (28%). It was due to scope changes that expanded the coverage 
of the project sewer and water supply pipelines to meet the updated urban development plans of 
project cities. The PCR on this project reported continued economic viability, with reevaluated EIRRs for 
the water supply component (which experienced a scope and cost increase) higher than the appraisal 
estimates.  
 
68. Efficiency in the context of the ADB and the People's Republic of China portfolio. Portfolio 
performance of urban development projects under the ADB’s PRC operations compares well with the 
historical performance of the PRC’s overall portfolio and the ADB’s overall portfolio (Table 7). Contract 
awards and actual disbursements generally exceed 100%. During 2007–2012, the PRC portfolio, 
including urban development, performed generally better than ADB’s overall and can be viewed as 
being more efficient.  
  

                                                 
27  For example, due to changes in the London interbank offered rate. 
28  Delays in counterpart funding were experienced by several urban development projects (such as L2574, L2550, L6706, L2647, 

L2821). Although it is difficult to determine the extent implementation delays are caused by delays in availability of 
counterpart funding, the delay estimates have ranged from 3 months (L2574) to about 2 years (L2647). In some cases, project 
components were cancelled (L2901) or the scope was reduced (L3022).    
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Table 7: Portfolio Performance 

Item 2007 2008 2009 2010 2011  2012 2013 2014 
Contract awards ratio         
PRC (%) 32.3 30.6 23.6 27.6 26.0 22.9 17.0 21.3 
ADB (%) 25.3 24.8 30.0 24.5 25.6 24.2 19.8 24.3 
Contract awards/ 
commitment achieved 

        

PRC – WMIS (%) 170.4 134.4 178.8 175.5 170.9 147.5   
PRC – Multisector (%) 143.0 171.3 - 61.3 183.9 88.4   
PRC – All (%) 117.7 117.3 110.0 115.7 142.5 124.8   
         
Disbursement Ratio         
PRC (%) 23.8 22.6 22.3 21.7 25.6 23.8 18.0  
ADB (%) 18.8 20.3 19.5 20.3 20.2 18.4 18.8  
Disbursement  
Achievement 

        

PRC - WMIS (%) 189.8 91.5 127.4 105.3 145.6 105.4   
PRC - Multisector (%) 128.2 153.3 135.4 47.7 247.6 73.9   
PRC – All (%) 108.0 113.9 118.6 109.3 150.8 103.5   
         

ADB = Asian Development Bank, PRC = People’s Republic of China, WMIS = water supply and other municipal infrastructure 
and services. 
Sources: ADB. 2010. Country Portfolio Review (Background paper); ADB. 2013. PRC: Country Portfolio Review 2013; Managing 
Projects for Development Results (Background paper); ADB. 2014. 2013 Annual Portfolio Performance Report, Manila; ADB. 
2015. 2014 Annual Portfolio Performance Report. Manila; Database of Operations Services and Financial Management 
Department.  

 
69. The performance of ADB’s PRC portfolio has weakened during 2013 and 2014. This reflects a 
growing shift to more challenging sectors, such as the urban sector and agriculture, as well as more 
complex projects and smaller project size. Difficulty in making counterpart funds available to meet cost 
overruns has also contributed.  
 
70. Notwithstanding the relatively efficient performance of the PRC urban development portfolio 
over the CAPE period, the CAPE team is mindful of the growing complexity of these projects. This is the 
result of several factors. Urban development project design usually requires the integration of multiple 
components, involving water and municipal services, transport (urban transport), energy (district 
heating), and ANR (water resource and environment protection) sectors. They also usually involve a 
number of executing and implementing agencies that do not necessarily have uniform institutional 
capacity and experience with ADB’s project implementation requirements. The activities of these 
projects are also often dispersed geographically, making the overall coordination and supervision of 
implementation a challenge for both the government executing agency and the ADB operations group. 
Trade-offs between efficiency in implementation supervision and the need for an integrated and 
coordinated response to urban development and municipal service delivery will likely continue to be 
required.  
 
 5.    Sustainability 
 
71. ADB's support for urban development is likely sustainable. The five projects approved and 
completed during the CAPE period, for which PCRs are available, were rated by the PCRs likely 
sustainable. The technical designs of the projects’ physical components were sound. Construction met 
the required standards, specifications, and quality. Adequately trained personnel are available to 
handle operational and technical problems. Whenever it has been necessary, training has been 
provided. Professional teams have been operating the utilities. Water tariff issues are addressed or 
mitigated to ensure adequate funding for O&M costs. Government subsidies have been provided when 
a project's financial viability has needed improvement, and the government will likely continue to 
provide subsidy in the foreseeable future. 
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72. PCRs for five projects approved before 2006 but completed during the CAPE period rated the 
projects likely sustainable, and the sixth less likely (L1996). The PCRs based these ratings on their 
findings of sound technical designs, availability of trained personnel, and adequate funding for O&M. 
In cases where the utility operators had been transformed into independent self-financed entities, 
institutional and tariff reforms were being pursued. The PVRs or PPERs prepared on five of the six 
projects agreed with all ratings; the PPER for L1995 downgraded the PCR rating of sustainable to less 
likely sustainable, finding that the utility company preferred to let unaccounted for water rise while 
continuing to focus on expanding the distribution network. The PCR had based its rating on sound 
technical design and professional management of the facilities, but had reported that current tariffs 
would not fully recover the utility’s costs.  
 
73. The CAPE finds that projects approved during the CAPE period and ongoing will probably prove 
to be sustainable. This is due to sound technical designs, appropriate institutional setups and capacity 
building, and activities under way to reform and adjust tariffs. ADB continues work to strengthen 
institutions and build capacity in project implementation and operations where these are weak.  
 
74. Environmental and social sustainability. The sustainability of the environmental and social 
outcomes of the projects assessed is likely. This is because environmental, involuntary resettlement, and 
indigenous peoples’ safeguards have been properly addressed during project preparation and 
implementation.  
 
75. Information provided to the CAPE team by ADB's staff in the PRC Resident Mission and the 
executing and implementing agencies indicated that, of the three key ADB safeguards areas,29 only the 
area of involuntary resettlement safeguards had been affected by issues that delayed some urban 
development projects.  
 
76. An emerging challenge to the sustainability of urban infrastructure comes from climate change, 
which can adversely affect urban infrastructure assets. One example is the impact intense and 
prolonged rainfall can have on the integrity and operation of water supply facilities. Only two of the 
projects considered by the CAPE have clearly indicated climate-proofing features (L3022 and L2821).  
 
77. An important social aspect of these projects is the affordability of tariffs. Tariff reform has been 
a government policy, and ADB projects have been required to recover the costs for O&M, depreciation, 
and debt servicing.  However, the central government also requires that local governments consider 
social affordability when setting these tariffs, and public willingness to accept proposed increases 
(whether affordable or not) has also often come into play. The government has required that proposed 
increases in tariffs be subjected to an analysis of whether the poorest income group can afford them. 
Tariffs charged to this income group must generally not exceed 5% of household income. ABD 
provided support for tariff reforms through the public hearing process (L3114 and L3003) to help 
strengthen the tariff-setting mechanism. The national government moved to restructure water tariffs 
by providing guidelines for nationwide implementation of increased block tariffs for water services by 
the end of 2015. The block tariffs are primarily aimed at penalizing heavy water users, with tariff rates 
increasing for successively higher levels of consumption. This is expected to help improve resource 
sustainability, water conservation, and efficiency of use.  
 
78. Financial sustainability. Implementation of tariff increases for cost recovery has been slow in 
most cases due to public opposition, even though executing and implementing agencies have sought 
these increases to achieve full-cost recovery through the standard government procedures. While the 
CAPE found no indication that municipal authorities and utilities have given up on their efforts to fully 

                                                 
29  The three areas cover environmental, involuntary resettlement, and indigenous peoples’ safeguards. 
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recover costs through tariffs, it notes the serious obstacles they face in achieving this goal in a timely 
manner.   
 
79. Financial internal rates of return (FIRRs) are estimated only for project components that 
generate revenue, such as water supply, waste water treatment, solid waste management, and district 
heating components. All project components for which FIRR calculations are presented in the RRPs, are 
shown to be financially viable—i.e., FIRR exceeds weighted average cost of capital (WACC). However, 
these calculations are based on the assumption that water or waste tariffs will eventually rise to near 
financial cost recovery levels, and/or the government will continue to meet cost recovery shortfalls.30 
The financial sustainability of projects and the sustainability of funding for future investments 
essentially depend on the fiscal health of local governments.  Where projects are marginally viable or 
sensitive to cost increases or revenue reduction, ADB has obtained assurances from the government 
that, in the event tariff revenues are insufficient, tariffs will be adjusted to cover the costs of O&M; 
operating costs will be reduced (including nonrevenue water and other costs); and/or government 
subsidies will be provided to cover O&M costs.   
 
80. At appraisal, ADB also assessed the financial capability of executing and implementing agencies 
to manage the finances and sustain the financial health of the projects. When international project 
experience or internal capacities for internal audit and reporting have been inadequate, project 
documents have generally deemed the risks manageable and responsive to mitigating measures.     
 
81. Of the 11 PCRs that are available (Tables 2 and 3), nine reported that the current tariffs for the 
project utility operations were below the full cost recovery levels, and that the utilities were behind 
their planned timetables for achieving cost recovery. Two of the nine are now on track to meet their 
cost recovery targets, as required in the loan covenants. The PCRs, PVRs, and back-to-office reports for 
the seven others have stated that implementing agencies have continued to seek the necessary tariff 
adjustments. However, ADB has not made explicit time-bound cost recovery tariffs a normal part of 
loan covenants in projects, and ADB staff members reported to the CAPE team that they are not 
enthusiastic about including loan covenants for which past experience has shown compliance will be 
difficult or impossible to obtain. Executing and implementing agencies also express some reluctance to 
push for tariff increases for cost recovery, particularly since water supply is a basic need. The apparent 
willingness of municipal governments to borrow for and or subsidize water utility operations will slow 
the process of pursuing cost recovery.    
 
82. Sustainability of technical assistance. Four TA projects approved from 2010 to 2013 relate to 
urbanization. The CAPE finds their outputs to be sustainable and demand to address urbanization 
issues to be high in the PRC. Three of the four support policy studies on (i) institutionalization of 
urban–rural environmental planning in the PRC (TA 8537); (ii) fiscal policy for urbanization, 
industrialization, and agricultural modernization in Henan province (TA 8208); and (iii) strategic options 
for urbanization in the PRC (TA 7533). The fourth TA project focuses on knowledge sharing by 
establishing a regional knowledge hub for sustainable urban development (TA 7496).   
 
83. TA projects that have been implemented by the MOHURD are likely to be sustainable. Their 
outputs have been institutionalized with the issuance of technical guidelines, and the TA has 
successfully supported MOHURD policy making. These TA projects provided inputs for policy-making on 
(i) management of uncontrolled landfills (TA 8165), (ii) urban stormwater management and 
waterlogging disaster prevention (TA 7839), (iii) reuse of urban wastewater and a policy study on 
sludge utilization (TA 7083), and (iv) wastewater and solid waste management in small cities and 
towns (TA 7002). 
 

                                                 
30  Project components that do not have a revenue stream are also expected to be supported through government subsidies.  
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84. The MOHURD issued the following guidelines based on the TA projects' results: (i) a technical 
guideline on sludge treatment and disposal of urban wastewater in 2011, (ii) a technical guideline on 
urban wastewater reuse in 2013, and (iii) a guide on integrated treatment of urban-rural wastewater in 
counties in 2014. 
 
 6.    Development Impacts 
 
85. The development impacts of ADB's support for urban development are rated satisfactory.  
 
  a. Inclusive Growth 
 
86. Projects approved and completed after 2006 were in line with both government and ADB 
strategies for promoting pro-poor and inclusive growth. The projects expanded the poor population's 
access to improved water supply, sewerage, solid waste management, and drainage services.  The poor 
represented 4.6%–12.2% of the people directly benefitting from the nine completed projects, which 
have been improving their quality of life by reducing the risk of waterborne diseases and the costs of 
the medical treatments associated with these illnesses. 
 
87. The six projects approved before but completed after 2006 were consistent with the overall 
objective in the 2004–2006 CSP to support pro-poor economic growth by giving the poor more access 
and opportunity to take part in and benefit from economic growth and prosperity. The poor comprised 
5%–11% of the projects’ direct beneficiaries. These projects have improved the poor population's access 
to improved services for water supply, sewerage, and drainage. Under the Harbin Water Supply Project 
(L1995), charges were waived for new water supply connections for those who could not afford them. 
 
88. Projects were also designed to address gender equity development concerns. Gender action 
plans were prepared to help ensure the participation of women and to address their concerns. The 
plans included targets for employment opportunities. These requirements were generally included in 
loan covenants to ensure that they would be met during implementation. Gender equity has been 
promoted in public participation programs and capacity building activities during implementation. 
 
  b. Environmentally Sustainable Growth  
 
89. Investments in wastewater treatment plants, sewer networks, and solid waste management 
under loan projects approved and completed during the CAPE period have contributed to 
environmentally sustainable growth.31 An engineered sanitary landfill that was provided with a liner 
under one project has contributed to environmentally sustainable growth by preventing the flow of 
leachates (wastewater generated by landfill) into both surface water bodies and groundwater resources 
(such as in L2487). Such water quality improvements contribute directly to integrated water resource 
management.  
 
90. Where water is scarce, wastewater reuse was implemented by promoting industrial use of the 
reclaimed water from the municipal wastewater treatment plant, as in Shandong province (L2237). This 
approach directly contributes to environmentally sustainable growth because groundwater depletion 
will be averted by reducing groundwater extraction by industries, while the project works will reduce 
the threat to water resource quality by treating the urban wastewater.  
 
91. ADB supported projects have implemented watershed protection for improved and expanded 
water supply. ADB’s approach has been to link different agencies and institutions in water resource 
                                                 
31  This is because waste generation can become a limiting factor on economic growth and threaten the sustainability of land and 

water resources. Wastewater treatment plants and associated wastewater collection networks contribute to environmentally 
sustainable development by reducing the threats to water resources quality. 
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protection and environmental management partnerships. Environment safeguards have been complied 
with during implementation.  
 
92. Projects approved before 2006 and completed during the CAPE period included investments in 
wastewater treatment plants, sewer networks, drainage pipelines, and solid wastes management, with 
positive environmentally sustainable growth benefits.  The aim was to help maintain the sustainability 
of land and water resources by reducing the threats from wastewater and solid wastes. An example of 
ADB activities to sustain water resources is the Wuhan Wastewater Management Project (L1996), which 
improved surface water quality. 
 
93. When water has been scarce, wastewater reuse from wastewater treatment plants was 
implemented to help solve shortages. One example was the Jilin Water Supply and Sewerage 
Development Project (L2175).  
 
94. Watershed protection has been implemented to improve the environmental sustainability of 
water sources. This included the planting of a protective forest around the water supply reservoir under 
the Tianjin Wastewater Treatment and Water Resources Protection Project (L1797). 
 
95. Completed projects approved before 2006 also met the environmental safeguards requirements 
of both the government and ADB.  
 
96. Ongoing projects approved during the CAPE period are expected to contribute to 
environmentally sustainable growth through investments in wastewater treatment plants, sewer 
networks, drainage pipelines, and solid waste management.  
 
97. Some ADB-supported TA projects promise to have long-term positive impacts on 
environmentally sustainable growth by helping address pollution issues on land and in the water and 
the air.  As urbanization accelerates in the PRC, the growing generation of solid waste has resulted in a 
rising number of uncontrolled landfills that threaten the quality of surface water and groundwater. TA 
8165 approved in 2012 helped the PRC manage these landfills. The project helped the MOHURD in 
preparing a framework for uncontrolled landfill management and technical guidelines for remediation 
of uncontrolled landfills. Other TA projects addressed such pollution issues as urban wastewater reuse, 
sludge management, solid waste management, industrial waste management, and market-based 
instruments for water pollution control. 
 
98. ADB TA was implemented to address the need for small cities and towns to manage urban 
wastewater and solid waste (TA 7002). It resulted in a 2014 MOHURD national guide to help the county 
governments undertake the integrated treatment of urban–rural wastewater.  

 
c.   Regional Impacts 

 
99. More than one-half of the loan projects assessed were or are in the less-developed western 
region of the PRC. These projects aim to improve urban environment, public health, and the quality of 
life. For instance, the Xinjiang Altay Urban Infrastructure and Environment Improvement Project 
approved in 2011 (L2759) supports construction of water supply and sewerage systems and solid waste 
management, including new sanitary landfills and transfer stations. A project approved in 2013 in 
Guangxi has emphasized integrated urban development, which integrates road construction with 
associated roadside water supply pipelines, wastewater collection system, and stormwater drainage 
(L3035). 
 
100. Provinces covered by the projects assessed in the central region of the PRC have been Anhui, 
Hubei, and Shanxi. Six loans were approved during the CAPE period to support urban development 
projects in the central regions. These included one loan each in Anhui, Hebei and Shanxi, and three 
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loans in Hebei. The loan approved in 2006 for urban development in Hubei province (L2240) has been 
contributing to better management of surface water resources by improving and expanding the 
wastewater services and reducing flooding in stormwater drainage areas. Succeeding assistance from 
2007 to 2013 came through projects that also aimed at improving the urban environment, public 
health, and the quality of life in cities. In addition to urban environment improvements, these projects 
also seek to integrate urban development and environmental management; for example, the Hubei 
Huangshi Urban Pollution Control and Environmental Management Project approved in 2012. 
 

d.  Regional Cooperation and Integration  
 
101. Whether or not RRPs for some urban development projects in Guangxi and Xinjiang classified 
the projects under RCI, they had implications for RCI (such as L2821 and L2657 in Guangxi, and L2759 
and L2420 in Xinjiang). The location of these projects in Xinjiang and Guangxi is in principle consistent 
with the strategy in the PRC CPS for 2011–2015 of developing economic hubs and paying attention to 
cities that support economic corridor initiatives, as well as with ADB’s urban operational plan. However, 
it is difficult to isolate and evaluate the RCI benefits for such projects as currently designed. These 
projects are still ongoing, and the DMFs do not include indicators that can help track the extent to 
which the projects help address regional cooperation aspects—such as the priority of developing 
corridor cities and supporting economic hubs to promote cross-border connectivity and trade.  
 
E.  ADB Performance 
 
102. ADB's performance is rated satisfactory. ADB gave adequate attention to project 
implementation during the study period. The resident mission has been deeply involved not only in 
project implementation, but also in project preparation. This has enabled mission project officers to 
familiarize themselves with project issues at the start. Although ADB fielded at least one loan review 
mission a year for each project, the PCRs report that review missions were undertaken twice a year in 
several cases. These missions have facilitated project implementation by providing timely inputs and 
suggestions to executing agencies, implementing agencies, and consultants.  
 
103. As more multisector projects were handled by executing agencies and implementing agencies 
with little experience with ADB requirements and procedures, ADB responded positively to government 
requests for additional training and has conducted several seminars and workshops on procurement, 
loan disbursement, safeguard compliance, financial management, project performance management, 
and monitoring. TA projects were also provided for capacity building in the executing agencies and 
implementing agencies. In addition, these projects provided platforms for promoting knowledge 
sharing on various topics, including sustainable urbanization. ADB also responded positively to the 
requests of central government agencies for more focused TA for policy work to address various issues 
confronting urban development and urbanization programs.  
 
104. MOHURD officials expressed satisfaction with the ministry’s relationship with ADB, particularly 
compared with other development partners. They said that ADB's project officers have been timely in 
attending to the MOHURD's requests. In Guangxi, Xinjiang and Yunnan, officials expressed some 
concerns about ADB's disbursement procedures and the lengthy ADB appraisal process. Yet executing 
agencies and implementing agencies were satisfied with the attention that ADB staff had been giving 
to the projects in these areas.  
 

F.  Performance of the Borrower, Executing Agencies, and Implementing 
Agencies 

 
105. The borrower's performance is rated satisfactory. The borrower has demonstrated strong 
ownership and commitment to ADB’s projects.  
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106. Counterpart funds for loan projects were provided in a timely manner. The executing agencies 
provided adequate guidance to the implementing agencies and through its project management 
offices. They also strengthened implementation capacities of implementing agencies by providing 
training on project and construction management, procurement, disbursement, financial management, 
and safeguard compliance. The executing agencies and implementing agencies showed strong 
leadership in project implementation by closely monitoring construction schedules and quality, 
ensuring compliance with safeguard requirements, and making decisions expeditiously on project-
related issues. Executing agencies and implementing agencies communicated regularly with ADB and 
submitted monitoring reports to ensure effective and efficient project implementation. Although most 
completed projects have tariffs below the full cost recovery level, executing agencies and implementing 
agencies have continued to pursue tariff increases through the prescribed government processes. 
 
G.  Key Findings 
 
107. Development benefits. In addition to increasing access to infrastructure and municipal services, 
the urban development portfolio has contributed to inclusive growth through its pro-poor approaches. 
It also enhanced ADB and PRC experience on issues concerning environmentally sustainable growth, 
governance, private sector development, and innovation. The portfolio also contributed to the PRC's 
positioning as a regional center for knowledge on sustainable urban development and best practices.  
 
108.  Geographical spread. Given the wide geographical spread of ADB’s loan and TA projects and 
the infrequency of engaging with same executing and/or implementing agencies, it has been generally 
difficult to attain continuity in policy dialogue and to sustain institution building at the subnational 
level.  
 
109. Government ownership. The government showed strong ownership of and commitment to the 
projects. It provided counterpart funds in a timely manner in most projects. The strong project 
ownership is also indicated by the project cost sharing, as ADB’s share of project cost was usually less 
than 50%.  
 
110. Full cost recovery. Achieving full cost recovery in projects through tariff increases proved to be 
challenging. Most of the completed projects were reported to have tariffs below the levels needed to 
fully recover their costs. They have also met with delays in complying with the planned timetables for 
achieving cost recovery. Activities to pursue the necessary tariff adjustments continue.  
 
111. Regional cooperation and integration impacts. It is difficult to ascertain the impact or likelihood 
of the impact of the urban development portfolio on promoting RCI. More explicit analysis of the 
theory of change in the context of RCI-related programming vis-à-vis project analysis at entry is 
required to better thresh out implementation of the RCI pillar under the CPS, the GMS and CAREC 
strategic frameworks, and Strategy 2020.  
 
112. Design of integrated and multisector projects. Projects throughout the CAPE period involved 
multiple sector components. Yet the project design and supporting analysis and documentation do not 
show a more integrated approach to urban development in later years.  
 
113. Implementation delays due to involuntary resettlement. Among the three main ADB safeguards 
areas (environmental, involuntary resettlement, and indigenous peoples’ safeguards), only involuntary 
resettlement safeguard issues have caused delays in projects. These were often connected with land 
acquisition and resettlement problems.  Resettlement plans had to be updated and submitted for re-
approval as new information became available from detailed surveys. Thorough due diligence would be 
required to identify potential problems during project design.  
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114. Successful technical assistance projects and innovative solutions. Strong government ownership 
was one of the main reasons for the success of the TA programs. During the study period, the PRC was 
looking for innovative ideas, and the ministries sought ADB’s TA support in their search for innovative 
solutions.  
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APPENDIX 1: PHYSICAL COMPONENTS OF LOANS APPROVED,  
2006–2014  

 
 

Projects/  
Project Components 

Number of Loan Projects with Components 
% of Total 2006–2007 2008–2010 2011–2014 Total 

Water supply 2 9 8 19 70 
Sewerage 6 8 9 23 85 
Wastewater treatment plant 5 4 7 16 59 
Drainage/stormwater 3 6 2 11 41 
Solid waste management 4 3 4 11 41 
Landfill 3 1 1 5 19 
Number of projects 7 10 10   

Source: Asian Development Bank Independent Evaluation Department. 
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APPENDIX 2: FOCUS OF POLICY AND ADVISORY TECHNICAL ASSISTANCE 
PROJECTS APPROVED, 2007–2013  
 
 

TA No. TA Name 
Date 

Approved Type TA Focus 
8537 Institutionalization of Urban-Rural 

Environmental Master Planning to 
Guide Environmentally Sustainable 
Urbanization in the PRC 

2 Dec 13 PA Enable an environmentally sustainable model 
for the PRC’s future development. 

7496 Establishing a Regional Knowledge 
Hub for Sustainable Urban 
Development  

7 Dec 12 
27 Dec 10 
15 Feb 10 

PA Facilitate sharing of good practice in 
sustainable urban development 

8208 Fiscal Policy for Urbanization, 
Industrialization, and Agricultural 
Modernization in Henan 

12 Nov 12 
 

PA Formulate effective fiscal policy 
recommendations to support integrated 
development led by new urbanization 

8165 Management of Uncontrolled 
Landfills 

17 Sep 12 PA Prepare  technical guidelines and 
recommendations for a national framework 
on uncontrolled landfill management 

7974 Promoting Partnerships for South-
South Cooperation 

14 Dec 11 PA Undertake Knowledge-sharing activities 
covering key development constraints and 
challenges facing the PRC and other DMCs in 
key sectors and themes 

7839 Urban Stormwater Management and 
Waterlogging Disaster Prevention 

25 Jul 11 PA Develop policy framework and guidelines on 
sustainable urban stormwater management 
and utilization, and waterlogging prevention 

7703 Capacity Building for Enhanced 
Partnership and Development Impact 

15 Dec 10 CD Enhance client agencies’ awareness of and 
skills in all aspects of project design, 
appraisal, implementation, and ADB business 
processes and operating procedures 

7687 Strengthening Capacity to Address 
Climate Change for Small and 
Medium-Sized City Development 

6 Dec 10 PA Design a national low-carbon development 
strategy and associated policy guidelines for 
small and medium-sized cities in the PRC 

7617 Capacity Building for ICT-Based 
Industrial Waste Management 

1 Oct 10 CD Strengthen capacity of Ministry of 
Environmental Protection for the 
development and maintenance of the 
industrial waste management information 
system 

7533 Policy Study on Strategic Options for 
Urbanization 

10 May 10 PA Study and recommend inputs to 
government's 12th five-year plan guide on 
sustained urbanization 

7330 ADB-PRC Platform for Knowledge 
Sharing and Pilot Workshop on 
Sustainable Urbanization 

13 Aug 09 CD Share knowledge on development 
experiences—between the PRC and other 
developing member countries—on good 
practices and emerging issues, and 
challenges of urban sector policy-making and 
management 

7238 Providing Capacity Building Support 
for Wenchuan Earthquake 
Reconstruction 

19 Feb 09 CD Building capacity of executing agencies and 
implementing agencies to supplement the 
infrastructure rehabilitation financed by the 
emergency loan 

7203 Promoting a More Inclusive and 
Effective Disaster Risk Management 
System 

12 Dec 08 CD Provide inputs to government for a strategy 
on disaster risk management 

7081 Providing Emergency Response to 
Sichuan Earthquake 

26 May 08 AD Support government’s emergency response 
to the Sichuan earthquake and provide local 
capacity development support for managing 



28 Linked Document 9d: Appendix 2 
 

 

TA No. TA Name 
Date 

Approved Type TA Focus 
and mitigating the earthquake impacts 

7083 Urban Wastewater Reuse and Sludge 
Utilization Policy Study 

26 May 08 AD Develop policies and tariff guidelines to 
promote the reuse of wastewater and 
sustainable sludge disposal, including energy 
recovery, by municipalities 

7002 Urban Wastewater and Solid Waste 
Management for Small Cities and 
Towns 

10 Dec 07 AD Develop national policy frameworks for 
wastewater and solid waste tariffs, including 
tariff calculation methodologies, for small 
cities and towns 

4967 Policy Study on Market-Based 
Instruments for Water Pollution 
Control 

11 Sep 07 AD Recommend policy and measures for 
introducing market-based instruments and 
mechanisms to combat its severe water 
pollution problems 

4933 Facility for Policy Reform and Poverty 
Reduction 

28 May 07 AD Recommend on policy reform, supportive 
legislation, institutional change, and effective 
implementation mechanisms provided for 
consideration by the government, along with 
capacity building in priority areas 

AD = advisory, CD = capacity development, DMC = developing member country, ICT = information and communication 
technology, PA = policy and advisory, PRC = People’s Republic of China, TA = technical assistance. 
Source: Asian Development Bank Independent Evaluation Department. 
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APPENDIX 3: GEOGRAPHICAL DISTRIBUTION OF LOANS APPROVED, 2007–
2014  

 
 

Loan 
No. Project Name Executing Agency 

Province/ 
Administrative 

Region 
Geographical 

Region 
L3114 Guangdong Chaonan Water Resources 

Development and Protection 
Demonstration 

Chaonan District 
Government 

Guangdong Eastern 

L3035 Guangxi Baise Integrated Urban 
Environment Improvement 

Baise Municipal 
Government  

Guangxi Western 

L3022 Chongqing Urban-Rural Infrastructure 
Development Demonstration II 

Chongqing Municipal 
Government  

Chongqing Western 

L3017 Xinjiang Integrated Urban 
Development 

Xinjiang Uygur 
Autonomous Region 
Government  

Xinjiang Western 

L3003 Gansu Jiuquan Integrated Urban 
Environment Improvement 

Jiuquan Municipal 
Government  

Gansu Western 

L2940 Hubei Huangshi Urban Pollution 
Control and Environmental 
Management  

Huangshi Municipal 
Government  

Hubei Central 

L2903 Gansu Urban Infrastructure 
Development and Wetland Protection 

Gansu Provincial 
Finance Department.  

Gansu Western 

L2901 Integrated Development of Key 
Townships in Central Liaoning 

Liaoning Provincial 
Government 

Liaoning Northeast 

L2821 Guangxi Beibu Gulf Cities 
Development 

Guangxi Zhuang 
Autonomous Region 
Government  

Guangxi Western 

L2759 Xinjiang Altay Urban Infrastructure 
and Environment Improvement 

Altay Prefecture 
Government  

Xinjiang Western 

L2657 Guangxi Southwestern Cities 
Development 

Guangxi Zhuang 
Autonomous Region 
Government  

Guangxi Western 

L2647 Wuhan Urban Environmental 
Improvement 

Wuhan Municipal 
Government  

Hubei Central 

L2648 Chongqing Urban-Rural Infrastructure 
Development Demonstration  

Chongqing Municipal 
Government  

Chongqing Western 

L2606/ 
G190 

Shanxi Small Cities and Towns 
Development Demonstration Sector 

Shanxi Provincial 
Government  

Shanxi Central 

L2574/ 
G171 

Hebei Small Cities and Towns 
Development Demonstration Sector 

Hebei Provincial 
Government  

Hebei Eastern 

L2550/ 
G159 

Liaoning Small Cities and Towns 
Development Demonstration Sector 

Liaoning Provincial 
Government   

Liaoning Northeast 

L2491 Guangxi Wuzhou Urban Development Wuzhou Municipal 
Government  

Guangxi Western 

L2487 Songhua River Basin Water Pollution 
Control and Management 

Heilongjiang Provincial 
Government &  
Jilin Provincial 
Government.  

Jilin; 
Heilongjiang 

Northeast 

L2420 Xinjiang Municipal Infrastructure and 
Environmental Improvement 

Xinjiang Uygur 
Autonomous Region 
Government  

Xinjiang Western 

L2407 Gansu Baiyin Urban Development Baiyin Municipal 
Government 

Gansu Western 

L2388 Kunming Qingshuihai Water Supply Kunming Municipal Yunnan Western 
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Loan 
No. Project Name Executing Agency 

Province/ 
Administrative 

Region 
Geographical 

Region 
Project Government  

L2360 Jilin Urban Environmental 
Improvement Project 

Jilin Provincial 
Government  

Jilin Northeast 

L2328 Anhui Hefei Urban Environment 
Improvement 

Hefei Municipal 
Government  

Anhui Central 

L2297 Nanjing Qinhuai River Environmental 
Improvement 

Nanjing Municipal 
Government  

Jiangsu Eastern 

L2239 Guangxi Nanning Urban 
Environmental Upgrading 

Nanning Municipal 
Government  

Guangxi Western 

L2240 Wuhan Wastewater and Stormwater 
Management 

Wuhan Municipal 
Government  

Hubei Central 

L2237 Shandong Hai River Basin Pollution 
Control 

Shandong Provincial 
Government  

Shandong Eastern 

G = grant, L = loan, No. = number. 
Source: Asian Development Bank Independent Evaluation Department. 
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APPENDIX 4: WATER SUPPLY AND OTHER MUNICIPAL INFRASTRUCTURE 
AND SERVICES-RELATED PROJECT PREPARATORY TECHNICAL ASSISTANCE, 
2006–2013 

 
 

TA 
No. TA Name 

Date 
Approved  

ADB 
Financing  

($'000) 
ADB 

Sector 

Led to Loans 
for 2006–2014 

Period 
(Y/N) 

Loan 
No./ 

Status  
4804 Jilin Urban Infrastructure 22 Jun 06 500  WMIS Y 2360 
4805 Xinjiang Municipal Infrastructure 

and Environmental Improvement 
23 Jun 06 800  WMIS Y 2420 

4808 Kunming Qingshuihai Water 
Supply 

29 Jun 06 600  WMIS Y 2388 

4818 Gansu Baiyin Urban Development 19 Jul 06 500  WMIS Y 2407 
4959 Small Cities and Towns 

Development Demonstration 
Sector 

6 Aug 07 1,700  WMIS Y 2574,  
2550,  
2606 

4960 Guangxi Wouzhou Urban 
Development 

9 Aug 07 500  WMIS Y 2491 

4971 Songhua River Basin Water 
Pollution Control and Management 

28 Sep 07 1,300  WMIS Y 2487 

7108 Chongqing Urban-Rural 
Infrastructure Development 
Demonstration 

29 Jul 08 900  WMIS Y 2648 

7108 Chongqing Urban-Rural 
Infrastructure Development 
Demonstration (Supplementary) 

28 Dec 09 100  WMIS Y 2648 

7160 Guangxi Border Cities Development 4 Nov 08 800  WMIS Y 2657 
7177 Wuhan Urban Environmental 

Improvement 
21 Nov 08 700  WMIS Y 2647 

7323 Xinjiang Altay Urban Infrastructure 
and Environment Improvement 

3 Aug 09 800  MS Y 2759 

7360 Guangxi Beibu Gulf Cities 
Development 

1 Oct 09 700  MS Y 2821 

7607 Hubei Huangshi Urban Pollution 
Control and Environmental 
Management 

23 Sep 10 600  MS Y 2940 

7609 Gansu Urban Infrastructure 
Development and Wetland 
Protection 

18 Aug 10 600  MS Y 2903 

7620 Guangxi Baise Integrated Urban 
Environment Rehabilitation 

19 Oct 10 700  MS Y 3035 

7621 Integrated Development of Key 
Townships in Central Liaoning 

19 Oct 10 700  MS Y 2901 

7847 Gansu Jiuquan Integrated Urban 
Environment Improvement 
(Supplementary) 

10 Jan 12 100  MS Y 3003 

Gansu Jiuquan Integrated Urban 
Environment Improvement 

18 Aug 11 650  MS Y 3003 

7858 Chongqing Urban and Rural 
Infrastructure Development II 
(Supplementary) 

10 Jan 12 100  MS Y 3022 

Chongqing Urban and Rural 
Infrastructure Development II 

8 Sep 11 700  

7908 Xinjiang Integrated Urban 24 Apr 12 200  MS Y 3017 
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TA 
No. TA Name 

Date 
Approved  

ADB 
Financing  

($'000) 
ADB 

Sector 

Led to Loans 
for 2006–2014 

Period 
(Y/N) 

Loan 
No./ 

Status  
Development (Supplementary) 
Xinjiang Integrated Urban 
Development 

10 Nov 11 700  MS 

8112 Guangdong Chaonan Water 
Resources Development and 
Protection Demonstration 

10 Jul 12 700  MS Y 3114 

8151 Hubei Huanggang Integrated 
Urban Environment Improvement 

4 Sep 12 750  MS Y 3168 

8172 Jilin Urban Services Improvement 13 Sep 12 850  MS Y 3211 
8303 Xinjiang Akesu Integrated Urban 

Development and Environment 
Improvement (Supplementary) 

19 Jun 13 250  MS N Proposed 

Xinjiang Akesu Integrated Urban 
Development and Environment 
Improvement 

18 Dec 12 625  

8363 Xinjiang Tacheng Border Cities and 
Countries Development 

7 May 13 750  MS N Proposed 

8381 Gansu Baiyin Urban Development II 17 Jun 13 600  MS Y 3202 
8451 Jiangxi Pingxiang Integrated Rural-

Urban Infrastructure Development 
18 Sep 13 840  WMIS N Proposed 

ADB = Asian Development Bank, MS = multisector, N = no, No. = number, PRC = People’s Republic of China, TA = technical 
assistance, WMIS = water supply and other municipal infrastructure and services, Y = yes. 
Source: ADB. 
 


