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1. Key development issues and rationale for Bank involvement 
 
Shenzhen Municipality was set-up as the first Special Economic Zone (SEZ) in 1980 and has 
grown over the last 20 years from a fishing village into a regional urban center, driven by 
Foreign Direct Investment (FDI) and Private Sector Participation (PSP). Over the last decade, 
Shenzhen has experienced a GDP growth of 15% per annum, well above the national average, 
but at a heavy environmental cost, leading to increased environmental pressures for the 
sustainable management of water and wastewater in the well developed SEZ, but also in the two 
lagging Districts. The Shenzhen Municipal Government (SMG) seeks to halt the environmental 
deterioration and enhance the low quality of the environment and to address the resultant threat 
to the sustainability of the local economic development (LED) to improve its competitiveness 
and urban livability. Environmental sustainability is considered a prerequisite for continued 
economic growth. SMG development vision is supporting the Central Government strategy set in 
the 11th five year plan of balanced (equitable) and sustainable growth. The focus is on an 
economically and environmentally sustainable urbanization process, including expansion of 
economic activities and generation of jobs for the poor, since much of the growth is powered by 
large inflows of migrant workers from the poorest segment of the population in China.  
 
The Pearl River Delta (PRD) is one of the most complex urban systems in Asia. Shenzhen is 
located on the south-eastern reaches of the PRD in the Guangdong province. It neighbors Hong 
Kong in the South and Dongguan Municipality in the North-East. Shenzhen is bordered by three 
bays: Shenzhen Bay (Deep Bay) in the West, the main estuary for the PRD, heavily polluted and 
Dapeng Bay in the East, protected by a coastal mountain range and Daya Bay further East. It 
covers an area of about 2,000 km2 and is drained by 5 main rivers. Shenzhen with a population of 
about 8 million, including 1.6 million registered residents, 4.0 million permanent migrants and a 
floating population of about 2 million migrants. Guangdong Provincial Government (GPG) 
announced a plan to clean-up the PRD through an eight-year US$5 billion investment program. 
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The proposed operation not only supports GPG’s plan for the clean-up of the PRD, but also 
addresses the theme of “facilitating an environmentally sustainable development process”, 
especially “severe deficiencies in water quality”, as outlined in the latest edition of the CAS 
(2003-2005). Shenzhen contributes 24% of the total pollution load in the PRD, second only to 
Guangzhou (34%); Dongguan, Foshan and Jianmen follow with about 14%, 9% and 6% 
respectively. The Bank is supporting a first PRD project (P075728) focusing on the provincial 
capital of Guangzhou. SMG has submitted a Pre-Feasibility Study to the National Development 
and Reform Commission (NDRC), which approved the project proposal and a loan of $200 
million. Shenzhen is cooperating since 1995 with the Hong Kong SAR through joint projects to 
clean up the bordering Shenzhen river and to improve flood control.  
 

2. Proposed objective(s) 
 
As a follow-up to the first Guangdong PRD Urban Environment Project, the development 
objective is to improve quality of the urban environment in the key city of Shenzhen through 
building urban infrastructure and improving access to services, controlling environmental 
pollution, and developing sustainable institutions for improved service delivery, in order to 
facilitate future local economic development and to protect the water resources.  
 

3. Preliminary description 
 
The total costs of the proposed project for Shenzhen are estimated at about US$700 million with 
an IBRD loan of US$200 and possibly US$300 Million, subject to approval by NDRC and 
Ministry of Finance. The proposed project would cover: 

Higher level 
objective  

Improve PRD 
quality urban  
environment 

Improve 
disaster 
prevention 

Improve water 
resources  
management 

Develop 
sustainable 
institutions for  
urban service 

Project  
Development 
Objective 
(outcome) 

Reduce water 
pollution and 
improve service 
delivery 

Improve flood 
control 

Strengthen  
Water and 
Environment 
Pollution 
Monitoring 

Streamline 
wastewater 
operation   
 

Project  
Outputs 

- Sewerage 
interceptors and   
WWTP 
- Safe river 
sediments  
disposal  

Flood 
prevention and 
control works 

- Water 
diversion works
- River 
environmental 
flow and 
surface water 
quality

- Autonomous 
and financially 
sustainable 
wastewater 
company. 
- Inter-Districts 
cooperation



(i) Shenzhen catchment, consisting of Shenzhen river, bordering Hong Kong and Buji 
catchment, a tributary to Shenzhen river: 
• Comprehensive sewer network and interceptors in urban area 
• Wastewater treatment works under Private Sector Participation (PSP) 
• Water diversion from Dapeng Bay to Deep Bay through the Shenzhen river to 

increase natural flow and associated river mouth hydraulic works to improve flow. 
• Flood control with beautification of the Buji river banks  
• Landfill for disposal of river sediment from dredging 

(ii) Guanglan and Pinshan rivers catchment feeding into the Eastern river, a major water 
supply resources for Guangdong Province (including Shenzhen) as well as Hong Kong. 
Each catchment includes the construction of interceptors along the river and flood control 
works and wastewater treatment plants (under PSP) with associated river rehabilitation 
and beautification. 

 
The objective will be to improve the rivers water quality with a sewer collection and treatment 
ratio over 90%, from the current 60% in the Special Economic Zone and close to nil in the two 
other Districts.  
 
All the flood control components will be done through reinforcement of dykes and river banks to 
meet the city’s flooding control standard with beautification of the river embankments. SMG 
cooperates since 1995 with Hong Kong SAR (HK) on Shenzhen river for flood control related 
investments, including dredging and disposal of sediments in HK on a cost sharing basis (50/50). 
Some of the rivers would be dredged to improve storage capacity during flood and water quality. 
The project could include a site for the disposal of sediments as an alternative to HK.  
 
In addition, a number of Technical Assistance (TA) proposed components by SMG could  
include: (i) Inter-district coordination with regard to urban environmental management; (ii) 
Municipal finance, including municipal bonds, and output-based aid (OBA) with subsidies to 
low-income groups to finance  access costs to water supply and wastewater services; (iii) 
Comprehensive hydraulics and water quality modeling, and river function zoning; (iv) 
Environmental monitoring systems; (v) Industrial pollution control action plan; and (vi) Cultural 
Heritage. 
 

4. Safeguard policies that might apply 
 
The PRD has a high density population and a large floating migrant population, which forms the 
bulk of the workforce. The resettlement costs along the rivers are to be carefully considered and 
optimized according to the Bank’s safeguard policies. Environmental Assessment (Category A) 
and Involuntary Resettlement safeguard policies apply to the proposed project; other safeguard 
policies, including Natural Habitats and Cultural Properties are yet to be determined.  
 
One of the major issue is the low natural river flow, especially for Shenzhen river, considering 
that the construction of sewer interceptors intensifies the problem. SMG has already 
commissioned two universities, including one from Hong Kong to assess the environmental 
impact of the Shenzhen river component on the natural mangrove reserves and Deep Bay.  



5. Tentative financing 
 
Source: ($m.) 
BORROWER 500 
INTERNATIONAL BANK FOR RECONSTRUCTION AND 
DEVELOPMENT 

200 

 Total 700 
 
6. Contact point 
Contact: Mr. Hubert Jenny 
Title: Sr. Municipal Engineer 
Tel: +86 10 6554 3361 Ext. 3410  
Fax: +86 10 6554 1686 
Email: hjenny@worldbank.org 

 


