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Four new catalysts in China’s water market
With a new policy, a new leader, new punishments and new discharge standards, the Chinese market is changing. 
Both local market players and industrial clients are looking at ways to partner with international companies.

Last month, China’s long-awaited Water 
Pollution Action Plan (‘water ten 
rules’) was finally released by the State 

Council, with the objective of improving 
environmental water quality and eliminat-
ing heavily polluted water bodies in urban 
areas caused by untreated wastewater.

The plan details targets for increasing 
the ratio of drinking water sources rated as 
Grades I-III (see map) in the country’s seven 
major river basins from 63% in 2013 to 70% 
by 2020 and to 75% by 2030. 35 required 
measures are listed, covering ten aspects 
of the water industry, and it will require the 
participation of government entities, market 
players and the general public in order to 
achieve these goals. Industrial wastewater is 
set to be a key focus.

According to the Ministry of Environ-
mental Protection (MEP), reaching the 
targets for the next five years will require 
the direct purchase of treatment products 
and services exceeding RMB1.4 trillion 
($230 billion) and an indirect investment of 
RMB500 billion ($80.6 billion).

“Of course the economic profit of 
some of the industries will be affected in 
the short term, but it’s essential for the 
upgrade of economic development and the 
elimination of lagging industries,” Zhang 
Ping, president of McWong Environmen-
tal Technology, the US-based ZLD special-
ist focusing on China’s coal-to-chemicals 
industry, told GWI. “Besides, environmen-
tal protection itself is being promoted as an 
industry.”

The sheer scale of investment required 
has brought the water industry to the atten-
tion of a much wider circle. Increasingly, 
industrial companies are considering envi-
ronmental protection as an investment 
opportunity rather than just an inconven-
ient cost, and they are looking for interna-
tional firms to help them break into the 
market. “The way in which international 
companies do business in China should 
change; they can’t just sell us the treatment 
equipment like before. We are seeking 
partners who can co-operate with us in the 
initial research stage to develop products 
which can solve the wastewater treatment 
challenge in our oilfield and petrochemi-
cal plants at a reasonable price. Together 
we can then sell them to other clients,” said 
Hao Shiyan, chief engineer of Yanchang 
Oilfield Company, a subsidiary of Shaanxi 
Yanchang Petroleum.

Yanchang is China’s fourth-largest oil 
producer after China National Petroleum 
Corporation (CNPC), China Petroleum 
& Chemical Corporation (Sinopec) and 
China National Offshore Oil Corporation 
(CNOOC), which recently established a JV 
with United Envirotech to enter the water 
industry. Steel companies have also led the 
way in this regard as a result of their close 
relationship with desalination. Shougang 
Corporation, one of China’s largest steel 
companies, entered the water business as 
an EPC contractor in 2012, and now has 
desalination and water references in Ven-
ezuela, Iran and South Asia.

The broadening appeal of the environ-
mental industry is further strengthened 
by the exemption of import tariffs on com-
ponents for treatment facilities and equip-
ment, and the government’s promotion of 
outsourcing treatment to professional third 
parties.

“The municipal sector has been under 
control after years of development of 
municipal WWTPs, and now it’s time for 
industrial wastewater treatment,” explained 
Luo Jianhua, secretary general of the 
China Environmental Chamber of Com-
merce, a bridge between environmental 
industry and policy-makers. “The official 
data reports that 70% of China’s industrial 

wastewater is treated, but the real number 
would not exceed 30%.”

According to the plan, small industrial 
plants without qualified wastewater treat-
ment facilities will be shut down by 2016 
and specific treatment schemes will be 
implemented to control the pollution of ten 
major industries, including coking, phar-
maceuticals and dyeing. New industrial 
facilities or expansion plans are prohibited 
until an equivalent amount of pollutants 
are removed by the polluter. Water abstrac-
tion permissions will also be strictly con-
trolled for industry users who could use 
wastewater reuse as an alternative.

Industrial parks or clusters are pre-
ferred for big industry projects, and cen-
tralised wastewater treatment facilities and 
automatic online monitoring systems are 
required to be installed in all industrial 
parks by the end of 2017. Otherwise, the 
approval of new projects will not be grant-
ed, and industrial parks could have their 
licences suspended. “There are more than 
3,300 industrial parks in China, and less 
than 50% have installed centralised waste-
water treatment plants,” Luo told GWI.

The plan also requires a pre-treatment 
step to be implemented before discharge 
into a central treatment facility. However, 
no specific standard for pre-treatment was 
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specified in the action plan. Pre-treatment 
standards for limited industries were out-
lined, but the majority will be based on 
direct negotiations between industrial cli-
ents and the operator of the treatment facil-
ity. “For centralised treatment planta, it is 
the committee of the industrial park [usu-
ally the local government] which will make 
the decision on who to outsource to,” said 
Luo. “So the industrial park contract will 
be a bit similar to the municipal PPP con-
tract, while for pre-treatment it is the indus-
try itself that makes the decision to do it by 
itself or to outsource to a centralised sup-
plier,” he said.

“The enforcement of the policy and 
the new law is the key thing,” Zhang Ping 
told GWI. “And we are optimistic about 
it.” According to the new Minister of the 
MEP, Chen Jining, whose professional 
background, experience and intentions 
have reassured many market players, 2015 
will be the “implementation year” for the 
new Environmental Law. A comprehensive 
nationwide inspection has already been 
carried out, and the MEP has revealed 
that between January and February 2015, 
207 plants were required to limit or cease 
production, 147 individuals were detained 
without trial for up to 15 days, and a total 
of 26 consecutive penalty cases have been 
filed, with fines amounting to RMB12.4 

million ($2 million) in total. The crack-
down is gathering steam; in April and 
May, an American McDonald’s food sup-
plier in Beijing was fined RMB3.9 million 
($632,370) and a dyeing company in Ning-
xia was charged RMB5 million ($818,114), 
with its legal representative sentenced to 18 
months in prison.

In tandem with the action plan, the 
MEP released a set of stringent new dis-
charge standards for selected industries, 
overriding a lax 18-year-old integrated 
wastewater discharge standard which has 
been a major disincentive for investing 
in advanced treatment systems (see table 
above). Alongside the industrial crackdown, 
municipal improvements are central to 
the plan. Cai Jianwen, general manager 
of Interchina Water Treatment (HK), the 
investment arm of Heilongjiang Interchi-

na, told GWI: “The upgrade of municipal 
WWTPs is a key focus of ours, alongside 
the coal-to-chemicals industry and mem-
branes.” Interchina, which has partnered 
with Danish biomimetic membrane manu-
facturer Aquaporin, told GWI that it is still 
seeking international technology partners. 
The plan requires urban WWTPs near 
sensitive water bodies to be upgraded to 
reuse standard (Grade IA) by 2017. Cur-
rently, only 20.7% of urban WWTPs meet 
the standard. All sludge treatment facili-
ties will also be required to meet existing 
standards by 2017.

 GWI will publish a report on indus-
trial opportunities in the Chinese water 
and wastewater market at the end of June. 
For details, please contact Jake Gomme at 
jg@globalwaterintel.com

Industry SS (mg/l) COD (mg/l) -
ume (m3/t product)

Old* New Old* New Old* New
400 70 500 60 2.0-2.5 0.5

Inorganic chemicals 50 50 n/a n/a
Petrochemicals 70 60 n/a n/a
Synthetic resins 30 60 n/a n/a
Secondary metallurgy 30 50 n/a 1.0

China’s new municipal network discharge standards for industrial wastewater

Source: Ministry of Environmental Protection* Integrated Wastewater Discharge Standard (GB8978-1996)


