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foreword

Promoting sustainable and inclusive growth is at the forefront of the assistance program of the 
asian development Bank (adB) to the People’s republic of China (PrC). With the expansion 
of the PrC’s economy by several folds since 1980, the increasing demand for water and energy 
is posing significant strains on the fragile ecosystems. at the same time, the sustainability of the 
PrC’s economic growth model and its achievements in poverty reduction and improving the 
quality of life of its citizens are being threatened due to the challenges associated with meeting 
the increasing demand for water and energy in a sustainable and coordinated manner. 

The PrC has made significant improvement in reducing the water and energy intensity in its 
economy, and made a commitment to peak the carbon dioxide emissions by 2030 and to cap 
the water consumption at 700 billion cubic meters. as the PrC’s energy sector has a high 
degree of dependency on carbon-intensive coal, peaking carbon dioxide emissions require 
significant structural transformation of its energy sector towards low-carbon sources and 
further improvement in energy efficiency. The government of the PrC is taking measures to 
further improve water use efficiency in agriculture, promote recycling of water and expand 
the coverage of wastewater treatment, and transfer water from water-rich southern region to 
arid northern region. however, the choices made in either the water or energy sector will have 
significant impact on the other sector with either positive or negative implications. hence, it 
is imperative to have a thorough understanding of the trade-offs between water and energy, 
which is referred to as the water–energy nexus. 

adB is at the forefront of supporting the government in shifting its economic growth trajectory 
to a more sustainable and climate-friendly path. adB has provided inputs to the government 
in formulating the 13th Five-Year Plan in several thematic areas including climate change 
mitigation and adaptation as well as enhancing water and energy security. in this regard, a 
clear understanding of water–energy nexus in the context of the PrC is critical to formulate 
adB’s strategies in water and energy sectors as well as to provide knowledge solutions to the 
government to address the water energy issues. 

The “Water–energy nexus in the People’s republic of China and emerging issues” provides 
a comprehensive analysis of the water use in the energy sector in the context of significant 
geographical imbalances of water availability and the implications of some of the emerging 
energy technologies such as shale gas development and coal gasification on water availability 
to other water users. although the energy consumption for water supply is not significant in 
the context of the overall energy consumption in the PrC, the publication also analyzes the 
incremental energy demand due to recent initiatives to meet water demand using energy-
intensive technologies, such as desalination and long-distance water transfers. 

This publication will enhance adB’s contribution to deepen the understanding of 
developmental challenges faced by the PrC in water and energy sectors and the interlinkages 
between the two sectors. it will help both the policy makers and development partners of 
the PrC to design more sustainable solutions and investment projects underpinned by the 
thorough understanding of interplay between water and energy. 

Ayumi Konishi
director general
east asia department
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The growth in demand for energy and water in the People’s republic of China (PrC) 
is likely to decelerate in response to the efforts of the government to improve energy 
and water use efficiency. These efforts are prompted by mounting concern about air 
pollution caused by the increasing use of coal-based energy, water and soil pollution 
associated with coal mining, heavy use of water to cool coal-fired power plants, and 
the need to safeguard the PrC’s energy security by promoting the use of cleaner 
renewable energy and a more diversified energy supply mix with a lower share of coal.

But the PrC must also deal with the uneven distribution of the country’s water 
resources, acute water stress in certain parts of northern PrC including Beijing and 
other heavily populated urban regions, inefficient use of water in agriculture, and 
severe water pollution in most rivers in northern PrC. Moreover, the energy sector, 
especially coal-fired electricity generation, is contributing significantly to freshwater 
withdrawals (about 10%), and coal mining is a major factor in groundwater pollution 
in certain parts of the country (Y. Che and Z. Shang, 2015).

Maintaining its economic growth is imperative for the PrC, but it must proceed at a 
more moderate and sustainable pace compared with what has been achieved. given 
the growth momentum of the PrC’s economy, even with significant improvement in 
energy and water use efficiency, the demand for energy and water is likely to increase 
further in the next 25–30 years. Choices made in either the energy or the water 
sector will have significant, multifaceted, and broad impact on the other sector, often 
with both positive and negative repercussions. This trade-off between energy and 
water resources is referred to as the water–energy nexus (World Water assessment 
Program, 2014).

To address the increasing stress on the country’s resources and facilitate sustainable 
development, the government must understand the water–energy nexus, including 
the impact of energy development on water and vice versa, and improve its energy 
development strategies and water management practices. regulatory and operational 
innovation toward integrated water–energy resources management is also a critical 
need. There is increasing realization that water and energy are tightly interlinked and 
interdependent, given the importance of water for producing energy, the impact 
of energy production and consumption on water quality and availability, and the 
demand for energy for water supply (environment Protection agency, 2014).

executive summary

Water-energy Nexus 
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Executive Summary

Water–Energy Nexus in the PRC

Uneven distribution of water resources. in contrast with the water-rich south, 
parts of northern PrC are faced with water scarcity and increasing water stress. 
northern PrC has 60% of the country’s farmland and 40% of its population, but 
only 20% of its water resources. Per capita water availability in the hai river Basin, 
where Beijing and Tianjin municipalities are located, is only 350 cubic meters (m3) 
(L. Xi, L. jie, and Z. Chunmiao, 2016).

Extensive use of groundwater in northern PRC. agriculture accounted for 
386.9 billion cubic meters (bcm) (61%) of water withdrawals in the PrC in 
2014, and about one-third of the water used in agriculture in northern PrC 
is from groundwater sources. The extensive use of groundwater has caused 
groundwater resource depletion and contamination. The agriculture sector is 
mainly responsible for the groundwater pollution, as the water used in agriculture 
is contaminated with pesticides and other chemicals and is rarely treated before 
discharge. groundwater extraction consumes about 40 terawatt-hours (TWh) 
of energy, or close to 1% of the total electricity consumption of the PrC. 

Inefficient use of water. Water scarcity is worsened by the inefficient use of 
water in the PrC. irrigation efficiency1 averages only about 53% (in 2014). an 
increase to 60% by 2030 is a government target. industrial water use intensity 
is 58 m3 per CnY10,000 (about $1,600) in 2015. This is expected to be reduced 
to 40 m3 per CnY10,000 by 2030. Leakage from urban water supply schemes 
is above 20% and water reuse in industry is only about 60%. Water efficiency 
indicators across different sectors are below the level in advanced economies. 
There is significant room for improvement.

High incidence of water pollution. Water quality in more than half of the river 
sections and reservoirs in the PrC does not meet water quality standards for 
human consumption after treatment. recent improvements should not be 

Water resource Distribution between the Northern and southern regions of the Prc, 2014
Water Availability (bcm) Water Withdrawals (bcm) Water Use Intensity (%)

region Surface ground Totala Surface ground Totalb Surface ground Total

north 381.1 230.2 465.8 175.0 98.9 278.0 45.9 43.0 60.0

South 2,245.3 544.2 2,260.8 317.0 12.8 331.5 14.1 2.3 14.7

Total 2,626.4 774.4 2,726.6 492.0 111.7 609.5 18.7 14.4 22.4

bcm = billion cubic meter, PrC = People’s republic of China.
a  Surface water and groundwater are interrelated and the total amount of water available is 

less than the sum of surface water and groundwater.
b  The total water withdrawn includes surface water, groundwater, and a small portion of 

water from other water sources (e.g., reclaimed wastewater and harvested rainwater). 

Sources: Water availability and water withdrawal data are from the Ministry of Water 
resources (2015); and water use intensity data are the author’s estimates.

1 The ratio of the amount of water consumed by the crop to the amount of water supplied 
through irrigation.



vii

Executive Summary

overlooked. The number of monitored river sections with better water quality 
(classes 1–3) increased by 33% from 2001 to 2014, while the number of rivers with 
extremely bad water quality (below class 5) decreased by 21%. generalizations 
based solely on this trend are, however, difficult to make, as regional variations 
are significant, with water quality undergoing noteworthy improvements in parts 
of southern PrC but deteriorating in widespread areas of northern PrC.

High to extreme water stress in parts of northern PRC. Water stress, 
defined as the ratio of water availability to demand for water, has reached 
crisis proportions in parts of northern PrC. The uneven distribution of water 
resources in the PrC and the inefficient use of water have contributed to this 
situation, as well as to the unsustainable use of groundwater and to water quality 
deterioration and pollution. Climate change, urbanization, and rapid, industry-
driven economic growth have intensified the water stress.

Water use planning guidelines. The PrC needs more water for continued 
economic growth, yet it is less efficient in its water use than more advanced 
countries. in 2013, the government set targets for controlling water withdrawals 
and improving water use efficiency in agriculture and industry (the “Three 
red Lines”). it singled out water use efficiency in the industry sector, including 
energy, as a key variable to be monitored. Total water withdrawal has been 
capped at 700 bcm by 2030, and specific targets have been set for industrial 
water intensity and irrigation water efficiency (Y. jiang, 2009).

Water Use in the Energy Sector

High energy intensity of the economy. The PrC has followed an energy-
intensive economic growth strategy, and energy intensity—the ratio of energy 
consumption to gross domestic product—is more than that in advanced 
economies. government efforts since 2006 to improve energy efficiency have 
led to a reduction in the growth of demand for energy and in the energy intensity 
of the economy. Structural transformation from a heavy industry–oriented 
economy to a service economy has also helped to slow the growth in energy 
demand. (international energy agency, 2014). however, energy demand in 
the PrC is projected to grow in the medium term, at least until 2030. energy 
consumption is closely associated with water withdrawal and water consumption 
for primary energy production (e.g., mining of fossil fuels) and energy 
transformation (electricity generation) (asia Pacific regional Committee, 2014).

Coal-dominated energy sector. The country leads the rest of the world in 
coal production and consumption. its coal production of 3.75 billion tons and 
consumption of 3.96 billion tons in 2015 accounted for close to half of global 
coal production and consumption. Coal provides about 64% of the PrC’s 
primary energy consumption (and contributes 72.1% of its primary energy 
supply) and 67% of electricity supply in 2015. The share of coal in the PrC’s 
energy consumption has undergone a gradual and steady decline since 2009, 
reaching 64% in 2015, compared with 70.4% in 2009. The government intends 
to decommission 500 million tons of coal mining capacity and reduce the share 
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of coal in primary energy consumption to 62% by 2020. Coal consumption 
decreased in absolute terms in 2014 and 2015, compared with previous years. 
But the PrC’s energy supply will continue to be dominated by coal for decades 
(ecofys, 2015).2 despite its coal reduction targets, the government is developing 
14 large coal production and processing bases, with coal mining, coal-fired power 
generation, and coal chemical production capabilities, and most of these bases 
are in the water-stressed north.

Water use in coal mining and processing. although the freshwater required for 
coal mining is not significant (estimated at less than 2 bcm), the dewatering of coal 
mines results in highly contaminated “produced water” (estimated at 6 bcm). The 
produced water can be a source of water pollution unless properly treated before 
discharge. Serious pollution of natural water bodies due to seepage and runoff 
of polluted produced water can have a lasting impact that extends beyond the 
closure of the coal mine. The draining of produced water during mining operations 
also depletes groundwater, which may take years to replenish.

Key coal mining provinces, such as inner Mongolia autonomous region 
(iMar), Shaanxi, and Shanxi, the proposed locations of the coal bases, are in 
water-stressed regions of the country. about 56% of the coal produced in the 
PrC undergoes beneficiation (e.g., coal washing) to remove impurities and to 
reduce the ash content. Water withdrawal for coal washing is about 5 bcm and 
water consumption is about 0.4 bcm. an estimated 85% of the water used for 
coal washing (about 4.25 bcm) can be recycled. Wastewater from coal washing 
is highly polluted and must be treated before discharge. This, together with 
produced water from coal mining, adds up to about 4.5 bcm of water from coal 
mining and washing that needs to be treated.

Water use in coal-based industries. The search for possible replacements 
for petroleum use in transportation, coal gasification, and coal-to-liquid 
(CTL) processes, is being considered, given the PrC’s abundant supply of coal 
and limited reserves of oil and conventional natural gas. But the large water 
requirement of these processes suggests that water availability could be a 
constraint on their large-scale deployment in the PrC. The government has 
nonetheless set ambitious targets for further expanding the coal conversion 
industry. Most of the proposed coal conversion plants will be in coal mining 
provinces in northern PrC, which are under a high degree of water stress.

The coal gasification plants now being built or planned are in arid and semiarid 
regions, such as Xinjiang Uyghur autonomous region (XUar) and iMar, and 
are likely to consume about 0.5–0.7 bcm of freshwater per year. in addition to the 
coal gasification and CTL plants, the coal chemical industry uses coal as basic 
raw material to produce a variety of organic chemicals.

Water use in the oil and gas sector. The conventional oil and gas industry 
requires a relatively modest amount of water. oil production may require the 

2 a leading international energy and climate consultancy focused on sustainable energy  
for everyone.
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injection of water into oil fields and the fluids coming out of the production well 
contain considerable amounts of water (produced water). oil production in 
the PrC in 2014 was 211 million tons, water consumption in oil production was 
about 0.2–0.3 bcm, and the volume of produced water that needed to be treated 
before discharge was in the range of 0.5 bcm.

Water consumed in oil refineries serves as coolant for chemical processes, as 
feedstock for the production of steam for various chemical processes, and also 
as a source of hydrogen. Cooling water does not have to be of high quality, but 
water used in chemical processes has to be demineralized. in 2014, the PrC had 
a refinery capacity of 500 million tons, and water withdrawals of about 1 bcm and 
water consumption of about 0.2 bcm for oil refining.

Conventional natural gas requires relatively modest amounts of water for preparing 
the drilling fluids, and little or no water for processing. For the regasification of 
imported liquefied natural gas (Lng), seawater is generally used.

Water use in shale gas development. The PrC has abundant shale gas 
resources, mainly in arid and water-stressed XUar and water-rich Sichuan 
Province. The amount of water required to complete a shale gas well varies from 
well to well and from basin to basin, making estimates of water demand for shale 
gas development uncertain. The water intensity of shale gas production is about 
10 times that of conventional gas production, according to data from the United 
States (World resource institute [Wri], 2014).

about 40% of the PrC’s shale resources are in areas of high to extremely high 
baseline water stress and in arid locations. The Sichuan shale basin is in a region 
of water stress due to high water demand in relation to the available supply. Shale 
gas development is likely to exacerbate this situation. The Tarim Basin in XUar 
is subject to extremely high baseline water stress in arid conditions, including 
extremely high groundwater stress and seasonal variability (Wri, 2014).

Water use in thermal power generation. electricity generation in the PrC is 
also dominated by coal-based thermal power plants. The PrC has the largest 
fleet of coal-fired power plants in the world, with an installed capacity of 825 
gigawatts (gW) in 2014, compared with 660 gW in 2010. in addition, the 
PrC had 27 gW of nuclear power plants in 2015 and is constructing 29 gW 
more. in view of the government’s commitment to reduce coal consumption, 
the installed capacity of coal power plants is expected to peak at around 960 
gW by 2020, and then continuously decrease to about 920 gW by 2030. The 
government is also encouraging the decommissioning of smaller (less than 100 
megawatts), inefficient, and older coal power plants. More recently, installed 
coal power plants use highly efficient ultra-supercritical and supercritical steam 
technologies. over 45% of the PrC’s coal power plants are in the highly water-
stressed northern PrC (S. Cornot-gandolphe, 2014). 

Water is required for cooling thermal power plants, coal-fired as well as nuclear. 
The choice of cooling systems determines the water requirement for cooling. 
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Wet (water) cooling systems can be configured as once-through (open-loop) 
or closed-loop cooling systems. in water-scarce locations, dry (air) cooling and 
hybrid cooling systems that use a combination of wet cooling and dry cooling are 
adopted. open-loop cooling systems need access to natural bodies of water (e.g., 
lakes, rivers, or seas) and require a large volume of water withdrawal, but a relatively 
smaller share of water is consumed (evaporated) than in closed-loop systems. a 
relatively smaller volume of water withdrawal is needed for closed-loop systems, 
but the amount of evaporative loss (water consumption) is significant. dry-cooling 
systems require minimal amounts of water but affect power plant efficiency 
because of the lower cooling capability of air compared with that of water, and the 
electricity consumed to maintain the airflow (g.a. Thopi and a. Pouris, 2016).

Closed-loop cooling predominates in both northern and southern PrC. But 
nearly all power plants using open-loop cooling are in southern PrC, providing 
about 20% of the thermal power capacity in the region; the technology is not 
used in northern PrC on account of its lack of suitable surface water bodies. dry 
cooling is increasingly being deployed in northern PrC, and accounts for about 
20% of its thermal capacity. Thermal power plants in coastal regions, accounting 
for 13% of thermal capacity, as well as the country’s nuclear power plants, 
depend on seawater.

as of 2014, freshwater withdrawals for the PrC’s thermal power generation 
totaled about 48 bcm, or roughly 8% of the country’s total water withdrawal. 
Provinces with significant water withdrawals are mostly in eastern and southern 
PrC, particularly along the Yangtze river, These provinces have a larger share of 
power plants using open-loop cooling, accounting for 83% of water withdrawal 
in the power sector. Total water consumption in thermal power generation in 
2011 was 7 bcm, or about 13% of power sector withdrawals. There is a noticeable 
difference in geographic distribution between water consumption intensity 
and water withdrawal intensity for power generation. Provinces where closed-
loop cooling is extensively used (e.g., in northern PrC) have higher water 
consumption intensity.

The future water requirement for cooling thermal power plants depends on the 
cooling technologies adopted at new plants. The appropriate use of dry cooling 
and seawater cooling, where feasible, could enable the power sector to maintain 
its current levels of water withdrawal and consumption. The government has 
also mandated the use of dry cooling among power plants in water-stressed 
regions and directed the plants to obtain water rights from other water users (e.g., 
farmers) by investing in water conservation (e.g., in irrigation).

in addition to direct water withdrawal and consumption, the air pollution 
caused by coal power plants can create acid rain and result in acidification 
and heavy metal accumulation in surface water bodies. Coal ash also contains 
heavy metal pollutants such as mercury and may cause water pollution through 
seepage and runoff. Water returned to natural water bodies after it is used for 
cooling in open-loop cooling systems of thermal power plants may have been 
altered in quality or temperature.
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Water use in hydropower development. hydropower is the most widely 
used form of renewable energy in the PrC. in 2014, it accounted for 19.2% of 
electricity generation and 22.2% of installed electricity generation capacity. The 
country’s installed hydropower capacity is the world’s largest. it exceeded 300 
gW in 2014, and is expected to reach 380 gW by 2020 and 450 gW by 2030. 
The geographic distribution of hydropower development in the PrC closely 
mirrors water resource availability across the country: most hydropower plants 
are in the southern and southwestern parts of the country.

although hydropower systems require a large volume of water, they do not 
significantly affect water quality and their water consumption is limited to 
evaporation from reservoirs. They may, however, alter the timing and location 
of water release, as hydropower plants with storage may cause temporal and 
spatial water shortages to other water users. The impact is more severe when 
trans-basin water transfers are involved and appropriate water management 
regulations are required to balance the competing demands for water. The 
environmental impact of hydropower is mainly due to the fragmentation of river 
systems, disrupting the integrity of aquatic ecology and resulting in biodiversity 
loss due to the obstruction of fish migration along the river systems. The 
regulation of river flows to suit the needs of hydropower generation can alter 
seasonal floods and may adversely affect downstream floodplains, wetlands, and 
groundwater recharge. in addition, hydropower dams are likely to block sediment 
flows and affect soil fertility and agricultural productivity downstream.

Energy for Water Supply

The electricity consumed in the course of water extraction, treatment, and 
distribution and wastewater treatment is in the range of 200 TWh in 2014, or 
about 4% of the total electricity consumption of the PrC. Water extraction and 
conveyance contributes to about 62% of energy consumption (120 TWh). Surface 
water conveyance consumes 80 TWh per year, and groundwater extraction, 40 
TWh per year. however, groundwater extraction requires more electricity per unit 
volume than surface water extraction. desalination, at its current level of capacity, 
consumes about 1 TWh of electricity per year. in 2014, desalination produced 
about 0.2 bcm per year of freshwater, compared with surface water withdrawals of 
500 bcm per year and groundwater withdrawals of 110 bcm per year.

in addition to the electricity consumed in water extraction and conveyance, 
water distribution for agriculture requires about 75 TWh per year; residential 
water supply requires 15 TWh per year, and water supply for commercial or 
industrial purposes, 36 TWh per year, excluding the energy consumed in water 
and wastewater treatment. Water treatment for residential, commercial, and 
industrial purposes requires an additional 55 TWh per year, and wastewater 
treatment about 13 TWh per year. Water used in agriculture is generally not 
treated before or after use. 

The geographic distribution of energy consumption in water supply in the PrC 
closely matches the pattern of water withdrawal in different parts of the country. 
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energy consumption for groundwater extraction is mainly concentrated in 
northern PrC, where surface water resources are scarce. energy consumption for 
desalination is centered in the coastal provinces in the north. The more densely 
populated and economically advanced eastern PrC has a higher share of energy 
consumption for wastewater treatment. (L. Xi, L. jie, and Z. Chunmiao, 2016).

Addressing the Water–Energy Nexus

The government already acknowledges that the current energy- and water-
intensive economic structure is unsustainable over the long term because of the 
deteriorating air quality attributed to fossil fuel use—the PrC’s contribution to 
climate change water stress in northern PrC, groundwater depletion, and water 
quality issues. it has, therefore, taken steps to reduce the PrC’s dependence on 
fossil fuels, and is promoting energy and water conservation, water recycling, 
and improvements in water use efficiency. The close links between the water 
and energy sectors, and the increased emphasis placed by the authorities on 
ecological civilization, provide opportunities to minimize the impact of energy 
production, conversion, and consumption on water supply in a more holistic way 
(encyclopedia of Sustainability Science and Technology, 2012).

Integrate water and energy planning at the macro level. Traditional water 
and energy sector investment planning in the PrC is fragmented and poorly 
coordinated. a more balanced and coordinated approach to allocating limited 
water resources among the different sectors, including energy, must be 
taken. interministerial coordination is needed to derive the most benefit from 
integrated water and energy sector planning. decisions about energy supply 
options and the location of large energy-producing or energy-processing plants, 
such as coal bases and coal chemical plants, could thus be made after due 
attention is paid to the availability of water resources and the impact of their use 
in the energy sector on other water users.

Strengthen water allocation to energy projects by water sector regulatory 
agencies. The PrC considers energy a key ingredient of sustained economic 
growth and industrial expansion, and its water sector regulators have traditionally 
granted favorable treatment to energy sector investments in water allocation 
because the investments, usually made by large state-owned enterprises, 
generate economic benefits and tax revenues for local governments. Water is 
allocated to energy sector projects at the time the project feasibility studies are 
approved by the provincial water regulators. By then, the decision to develop a 
particular energy sector project has already been made as part of a national plan, 
and the provincial authorities have little choice but to allocate water resources 
to the projects. The government should consider further empowering provincial 
water regulators, especially in water-stressed regions, to strictly enforce water 
use efficiency standards in existing as well as new energy sector activities, and 
to facilitate investment in water conservation in return for the transfer of water 
rights from existing water users.

Executive Summary
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Strengthen efforts to diversify the energy supply mix away from coal. The 
government is aware of the need to reduce dependence on coal to meet energy 
demand. Faced with overcapacity in coal mining, the government should give 
serious thought to decommissioning coal mines and banning coal-fired power 
generation altogether in regions suffering from extreme water stress. it has 
already made the adoption of dry-cooling technology a precondition for the 
establishment of new coal power plants in those regions (international energy 
agency, 2014). in addition, over 45% of existing coal power plants are in water-
stressed regions. These plants will have to be converted to dry cooling or 
decommissioned as the PrC diversifies its energy supply mix away from coal. 
reducing coal production and consumption could significantly disrupt the 
economic structure of provinces that depend on coal for much of their economic 
output and employment generation. The central government may have to 
provide fiscal subsidies to coal-dependent provinces to manage the economic 
cost of industrial transformation.

Improve energy efficiency in water supply. The PrC’s water sector requires 
innovative management to integrate and incorporate energy considerations. The 
government can establish an energy (carbon) accounting system in the urban 
water sector; build a sludge-to-energy system to recover energy from wastewater 
and sludge; and prioritize water conservation, rainwater harvesting, and water 
recycling, which are less energy and capital intensive than water supply options 
like desalination, long-distance water transfer, and extraction of groundwater 
from deep aquifers.

Continue efforts to apply economic instruments and market-based 
mechanisms in water resource allocation. The underpricing of water resources 
or water services undervalues them and prevents water users from being truly 
concerned about water scarcity and increased water risks, and from improving 
water use efficiency. in view of the relatively low cost of water supply in the 
energy sector, water tariffs applicable to the energy sector can be substantially 
increased to encourage water conservation in energy sector activities. in addition 
to setting appropriate water tariffs, the government should establish a trading 
system for water use rights and wastewater discharge rights, with transparent 
allocation and monitoring mechanisms to encourage the efficient use of water.

Invest more in water and energy data collection infrastructure. There is still a 
lack of reliable data on water withdrawal, consumption, and discharge in energy 
production, and on energy consumption in water supply. a clear understanding 
of the water–energy nexus is crucial to an adequate response, and it depends 
on the availability of timely data related to the water–energy nexus. during the 
13th Five-Year Plan period (2016–2020) and beyond, the PrC should establish 
a reliable and transparent data acquisition and disclosure system for water 
and energy data, including real-time geographic information system-based 
monitoring (j. daqian, and r. anuradha, 2015). 

Executive Summary
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The People’s republic of China (PrC) has achieved remarkable economic growth 
since initiating market reforms in 1979. gross domestic product (gdP) has grown 
by an average of 9.8% a year in the last 3 decades1—a record for a major economy—
and per capita gdP in 2015 was roughly $8,016. rapid and sustained economic 
growth has lifted more than 600 million people out of poverty, and enabled this 
upper middle-income country to achieve the Millennium development goals 
ahead of schedule. 

This historic transformation of the economy has been accompanied by rapid 
urbanization, the largest movement of people from the countryside to the cities 
in history, and a structural shift toward industrialization. at the start of economic 
reforms 30 years ago, 80% of the population lived in the rural areas and agriculture 
accounted for about 35% of gdP. The PrC’s urbanization rate is 56.1%, and 
agriculture contributed 9.0% of gdP in 2015. The country has industrialized swiftly, 
in support of the export-oriented economic strategy it adopted in 1980. although 
industry has recently had a decreasing share in overall gdP, its 40.5% in 2015 was still 
significantly higher than that of other major economies. 

But rapid industrialization is exerting ever-growing stress on the country’s natural 
resources, including water and energy. environmental issues associated with its 
industry-led, export-driven, and energy-intensive economic growth strategy and 
fast-paced urbanization demand solutions. The population, increasingly affluent and 
urbanizing, is pushing for secure and clean water sources, and the agriculture sector 
must meet the escalating need for food. agriculture accounted for 63.5% of water 
withdrawals in 2014; the industry sector, including the energy sector, for 22.2%; and 
the residential sector, including urban water supply, for 12.6% (2014).

energy takes different forms—electricity, heat, and petroleum, among them—
and can be produced in several ways, each with a distinct requirement for water 
resources and impact on those resources. While the implications for water resources 
will generally increase as energy demand grows, the energy mix and the energy 
conversion technologies used will significantly affect water withdrawal and water 
consumption in the energy sector. Water is an essential resource for producing 
adequate quantities of energy. Water is used to extract fossil fuels, such as coal, oil, 

chapter 1 

Introduction

1 Computed from data published by the national Bureau of Statistics.
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and natural gas; to irrigate biofuel feedstock crops; to wash coal to remove unwanted 
minerals; and to refine crude oil into petroleum. in electricity generation, water is also 
required to cool most thermal power plants that depend on fossil fuels and nuclear 
energy, and it powers the hydroelectric and steam turbines (Q. Ying et al., 2015). 

given the energy-intensive nature of the PrC’s industry-led economic growth, the 
energy sector is a major water user. in 2014, the sector accounted for about 60, billion 
cubic meters (bcm), 10% of total withdrawals (international energy agency, 2014). 
although most of the water that is withdrawn is returned to natural water bodies,2 the 
timing and location of release in the case of hydropower, and the quality in the case of 
thermal power and coal mining and processing, may have been significantly altered. 
as a result, other water users may have been permanently or temporarily prevented 
from using the water withdrawn by energy sector entities. The water consumption 
of the energy sector—withdrawn water that has been transformed into a different 
substance, evaporated, or polluted to the extent that it is not suitable for reuse—is 
estimated at 10 bcm.

Water and energy are both valuable resources and indispensable for human society 
and economic development. By nature, water and energy are interlinked. Water 
plays a critical role in the generation of electricity and the production of fuels, such 
as cooling power plants; energy is required to treat, distribute, and heat water. The 
availability and quality of freshwater to meet human needs have emerged as top-
tier global issues for the environment and development (World economic Forum 
[WeF], 2013).

Maintaining economic growth is imperative for the PrC, but it must proceed at 
a pace that is more moderate and sustainable. in view of the growth momentum 
of the PrC’s economy, even with significant improvement in energy and water 
use efficiency, the demand for energy and water is likely to increase further in the 
next 25–30 years. Choices made in either the energy or the water sector will have 
significant, multifaceted, and broad impact on the other sector, often with both 
positive and negative repercussions. This trade-off between energy and water 
resources is referred to as the water–energy nexus. (World Water assessment 
Program [WWaP], 2014).

To address the increasing stress on the country’s resources and facilitate 
sustainable development, the government must understand the water–energy 
nexus, including the impact of energy development on water resources and vice 
versa, and improve its energy development strategies and water management 
practices. regulatory and operational innovation toward integrated water–energy 
resources management is also a critical need.

Water scarcity and Water stress

The PrC’s freshwater resource endowment, at 2.8 million m3, is the sixth largest in 
the world. however, its water resources are declining and unevenly distributed, both 
spatially and temporally, because of differences in topography and climate. Southern 
PrC is largely abundant in water resources; northern PrC, on the other hand, has only 
about 20% of the PrC’s water resources (Table 1).

2 The 10 bcm consumed bin 2014 was 17% of the water withdrawn by the energy sector. 
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Per capita freshwater availability of about 2,100 m3 per year is just above the 
threshold considered adequate by the United nations environment Programme.3 
however, most parts of northern PrC have an average per capita water availability 
of less than 700 m3 and are therefore considered “water scarce.” northern PrC 
has 60% of the country’s farmland and 40% of its population, but only 20% of its 
water resources (L. Xi, L. jie, and Z. Chunmiao, 2016). Per capita water availability 
in the hai river Basin, where Beijing and Tianjin municipalities are located, is only 
350 m3. average rainfall in four river basins is down by 17%. Moreover, groundwater 
abstraction exceeds sustainable levels and groundwater levels are falling. on average, 
annual water shortages across the country amount to more than 50 bcm and two-
thirds of the cities endure water shortages to varying degrees. 

Freshwater withdrawals in the PrC in 2014 for residential, industrial, and commercial 
use amounted to about 164.5 bcm, excluding the water requirement for agriculture 

3 The United nations environment Programme, United nations development Programme, 
Food and agriculture organization of the United nations, and World Bank classify annual 
per capita freshwater availability as “adequate” (above 2,000 m3), “stressed” (1,000–
2,000 m3), or “facing water scarcity” (below 1,000 m3).

table 1: Water resource Distribution between the Northern and southern regions  
of the People’s republic of china, 2014

Water Availability  
(bcm)

Water Withdrawals  
(bcm)

Water Use Intensity  
(%)

region Surface ground Totala Surface ground Totalb Surface ground Total

north 381.1 230.2 465.8 175.0 98.9 278.0 45.9 43.0 60.0

South 2,245.3 544.2 2,260.8 317.0 12.8 331.5 14.1 2.3 14.7

Total 2,626.4 774.4 2,726.6 492.0 111.7 609.5 18.7 14.4 22.4

bcm = billion cubic meter

a  Surface water and groundwater are interrelated, and the total amount of water available is less than the sum of surface water and 
groundwater.

b  The total water withdrawn includes surface water, groundwater, and a small portion of water from other water sources (e.g., 
reclaimed wastewater and harvested rainwater). 

Sources: Water availability and water withdrawal data are from the Ministry of Water resources, 2015; and water use intensity data 
are the author’s estimates. (See Box 1 for definitions of these terms.).
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(386.9 bcm), for the cooling of power plants (47.8 bcm), and for ecological system 
(10.3 bcm). Water used in the residential, industrial, and commercial sectors usually 
comes from public water utilities, and is treated before reaching the end users. a 
significant share of the water supplied to these sectors (64.2 bcm) is consumed, 
and about 71.1 bcm is discharged into natural bodies of water after use. Wastewater 
also needs to be treated before it is released. in the PrC, about 80% of residential 
and industrial wastewater that is discharged into natural water bodies (55 bcm) is 
treated. But water used in nonpoint sources, such as agriculture, is not treated before 
discharge, and this is a major cause of surface water and groundwater pollution.

although the growth in water withdrawals is driven by the residential and industrial 
(including energy) sectors, agriculture remains the dominant water user, with over 
60% of total water withdrawals, compared with 28% for industry and 10% for the 
domestic sector (Figure 1). in 2014, freshwater withdrawals in the PrC declined 
for the first time in years, to 609 bcm, but this total was still 10% higher than water 
withdrawals in 2000. in addition, about 71 bcm of seawater was used to cool power 
plants in 2014. Freshwater use in the energy sector (excluding use in hydropower 
generation) is estimated to range from 50 bcm to 60 bcm per year, or about 10% 

 
box 1: Definition of terms

There is a certain degree of confusion regarding the terms used to 
describe and quantify water used in industrial processes, including energy 
production. This confusion is mainly due to the lack of clarity regarding the 
exact definition of water withdrawal, water consumption, and water use.

Water withdrawal. The amount of water extracted from surface or 
groundwater. Most of the water withdrawn is usually returned to the water 
source or a natural water body, but the returned water may have an altered 
quality or temperature. 

Water consumption. The amount of withdrawn water that is not returned to 
the natural water body from which it was withdrawn because of evaporation, 
transfer to a different water body, or transpiration. Water consumption, by 
definition, is less than water withdrawal.

Water use. This nontechnical term usually describes water utilization 
in different industrial processes and does not distinguish between the 
water used in one process and its reuse in another process. as a result, the 
amount of water used can be several times larger than the amount of water 
withdrawn and the amount of water consumed. 

Water stress. The ratio of total water withdrawn to available freshwater in 
a river basin or catchment. Water stress is categorized as low (<10%), low 
to medium (10%–20%), medium to high (20%–40%), high (40%–80%), 
or extremely high (80%–100%). it can also be over 100% when the water 
withdrawal exceeds the water available on a sustainable basis from 
underground aquifers. 

Source: William and Simons (2013). www.bp.com.
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of freshwater withdrawals in the PrC. about 50% of freshwater withdrawals are 
discharged into surface water bodies or groundwater aquifers, while the rest is 
consumed or evaporated. 

Climate change is another factor that accentuates the uneven distribution of water 
resources. Changing rain patterns, droughts, and extreme weather phenomena have an 
effect on both the availability and the geographic distribution of water resources (Figure 
2). Precipitation is declining in both northern and southern PrC, but the more pronounced 
impact in northern PrC is undermining the capacity of water bodies in the region to 
fulfill their ecological functions. Some rivers in northern PrC are unable to maintain even 
minimum environmental and ecological flows (M. oppenheimer et al., 2014).
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Sources: Water withdrawal data referred to provincial water resources bulletins issued by the provincial water resources 
management agencies; and the World resources institute’s Baseline Water Stress China Map (Wang, et al., 2016).

The heavily populated and industrialized northeastern region and the north–central 
and northwest provinces (iMar, Shaanxi, and XUar) suffer from severe water 
stress. apart from water-intensive agriculture, industrial activities in provinces like 
hebei, heilongjiang, Liaoning, Shandong, and Tianjin, and increasing residential water 
use in urban centers such as Beijing and Tianjin, are contributing to the water stress. 
Climate change is expected to alter the rainfall and may intensify aridity in northern 
PrC, making both groundwater and surface water even scarcer. 

The PrC needs more water for continued economic growth, yet it is less efficient 
in its water use than more advanced countries. in 2013, the government set targets 
(Table 2) for controlling water withdrawals and improving water use efficiency in 
agriculture and industry (the “Three red Lines”—reduce, increase, and protect). 
it singled out water use efficiency in the industry sector, including energy, as a key 
variable to be monitored. The planning guidelines need to be translated into policies, 
regulations, and standards to improve water efficiency. however, as water resource 
allocation and management reform lags behind other sectors, the conflict between 

Figure 1: Baseline Water Stress and Provincial Water Withdrawals in the PRC, by Sector, 2012 
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figure 2: baseline Water stress and Provincial Water Withdrawals in the Prc, by sector, 2012



7

Introduction

table 2: Water Planning Guidelines

 Item 2014 Performance 2015 2020 2030

Maximum amount 
of water withdrawn 
(bcm)

609.5 635 670 700

industrial water 
intensity  
(m3/CnY10,000 
of industrial value 
addition)

59.5 Below 63 65 40

irrigation water 
efficiency 0.53 53% 55% 60%

Water zones 
complying with water 
quality standards

51.8% 60% 80% 95%

maintaining the momentum of economic growth and promoting sustainable water 
use must be resolved through market-based mechanisms (Y. jiang, 2009).

The government intends to ensure compliance with its water use guidelines by 
establishing a water allocation plan and water use quotas for water withdrawal 
from rivers, lakes, and groundwater aquifers. These quotas will form the basis for 
water licensing decisions and will be set at river basin level, as well as at the level 
of administrative units (provinces, prefectures, and counties). new applications 
for water withdrawal will be approved on the basis of water availability, water use 
efficiency, extent of water pollution control, potential for water saving, and water 
rights transfer. applications that exceed the water use quota for the river basin or the 
administrative unit will not be approved. 

The industrial water intensity standard will apply to the thermal power generation, 
oil refining, iron and steel, textile, paper, chemical, and food processing industries. 
Compliance with the standards for industrial water use and irrigation water use 
efficiency will be monitored through self-reporting and routine inspections by 
provincial units of the MWr. Water quality will be measured within water function 
zones of major rivers and lakes designated as such by the MWr. These will consist 
of major rivers and their tributaries with a catchment area of more than 1,000 square 
kilometers (km2), lakes and reservoirs of national importance, and protected water 
bodies of national significance.

overview of the energy sector in the Prc

The PrC is the world’s largest energy consumer, with an energy sector heavily 
dominated by coal. The country is the world’s largest producer and consumer 
of coal. in 2014, it consumed 3.87 billion tons of coal—about half of global coal 
consumption—and relied on coal for 66% of its primary energy supply and over 70% 

bcm = billion cubic meter, m3 = cubic meter.  
Source: Qin et al., 2016.
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4 electricity generation from wind and solar power increased by more than 3.5 times 
between 2010 and 2014, from 50 TWhs to 180 TWhs.

of its electricity supply. The reduction of coal consumption continued to 3.75 billion 
tons in 2015. however, there has been a gradual and steady decline in the share of 
coal in the PrC’s energy consumption, from 70.4% in 2009 to 64% in 2015. a further 
reduction to 62% of primary energy consumption by 2020 is a government target. 
The gradual cleanup of the energy sector is attributed mainly to an increase in the use 
of nonfossil energy, such as hydro, wind, and nuclear, and in the use of less carbon-
intensive natural gas. Between 2013 and 2014, even as total energy consumption 
increased by 2.2%, coal consumption declined by 2.9%. This decline in absolute terms 
was the first in 2 decades. in 2015, coal consumption continued to decline by 3.7% 
from 2014. Slowing energy demand and decreased use of coal resulted in a 0.7% 
reduction in greenhouse gas (ghg) emissions in 2014 from the previous year’s level.

The PrC has made significant progress in increasing the penetration of renewable 
energy into its energy mix (Figure 3). The share of nonfossil fuel sources in the 
country’s energy consumption increased from 7.7% in 2010 to 11.4% in 2014 and 
contributed 24.7% to electricity generation in 2014 compared with 19.2% in 2010. 
although hydropower remains the largest form of nonfossil fuel energy, wind power 
and solar power have had the biggest uptake in the last 5 years.4 Between 2010 
and 2014, installed capacity increased from 216 gigawatts (gW) to 301 gW for 
hydropower, from 29 gW to 96 gW for wind power, and from 0.8 gW to 28 gW for 
solar power. The total renewable generation capacity added during this period (184 
gW) exceeded the net increase in coal-based capacity of 115 gW.

figure 3: Primary energy supply in the People’s republic of china, 2000–2014 
 

 
tce = ton of coal equivalent. 
Source: national Bureau of Statistics.
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The PrC has sufficient coal reserves, but because of production and logistic bottlenecks 
in the coal supply chain, it meets about 5% of its coal demand through imports (in 2015). 
however, coal imports are likely to decline with the slowing of demand for coal. The 
demand for oil, on the other hand, is increasing because of demand from the transport 
sector. at the same time, domestic production is decreasing. The PrC imported more 
than 60% of its oil consumption in 2015, and is expected to overtake the United States 
(US) as the largest oil importer in the near future. 

To reduce its dependence on coal, the PrC is aggressively expanding the consumption 
of natural gas. The PrC’s dependence on gas imports has, however, increased as a result, 
to 30% in 2014. natural gas pipelines and Lng terminals are being expanded and the 
PrC is likely to be a major recipient of piped natural gas from the russian Federation 
and the Central asian countries. Shale gas development is a significant opportunity 
to reduce emissions and improve energy security, but development has been rather 
slow in the early stages, primarily because of gaps in technology, concerns about water 
availability, weak gas distribution infrastructure, and a tightly regulated price for natural 
gas. The PrC is also investing in coal gasification and coal liquefaction to produce 
synthetic gas and liquid fuel. These technologies could lead to an increase in ghg 
emissions and in demand for water in water-stressed regions of the country.

Besides its significant share in the country’s water withdrawals (about 10%) and 
water pollution, the energy sector in the PrC is a major contributor to the worsening 
air pollution. Coal is burned in northern PrC to supply heat, and is used as industrial 
feedstock and energy source for industries. The government of the PrC has begun 
implementing an action plan to shut down coal-fired power plants and boilers in urban 
areas and replace them with cleaner natural gas–fired combined heat and power (ChP) 
plants. new coal-fired power plants will incorporate strict pollution control measures, 
and existing coal-fired plants will be retrofitted to match the emission levels (excluding 
carbon dioxide emissions) of natural gas–fired power plants. 

in parallel with efforts to contain energy demand, the government will strive harder to 
increase the share of nonfossil fuel energy in the PrC’s energy supply mix and expand 
the use of low-carbon and cleaner fuel, such as natural gas. natural gas is foreseen 
to meet 10% of primary energy consumption by 2020 (compared with 5.7% in 2014), 
when demand could reach 350 bcm. in addition, the PrC is expected to develop its 
untapped shale gas resources, the largest in the world. Shale gas production could 
reach 30 bcm by 2020 (h. guo, Y. Wang, and Z. Wang, 2016). The government is 
actively promoting the use of natural gas in urban areas for heat supply and cooling 
using ChP and distributed tri-generation plants.

What Is Driving the Water–energy Nexus?

There is increasing realization that water and energy are tightly interlinked and 
interdependent, given the importance of water for producing energy, the impact of 
energy production and consumption on water quality and availability, and the demand 
for energy for water supply (environment Protection agency, 2014). The challenge of 
addressing this nexus in a mutually compatible manner is further heightened by several 
other developments that are occurring simultaneously in the PrC.

The unprecedented economic growth over the past 3 decades and the growth 
momentum of the economy indicate that the PrC’s overall energy consumption will 
maintain its upward trajectory. although energy intensity was decreased by 18% during 
the 5 years to 2015, and a similar reduction is projected for the subsequent 5-year 
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period, overall energy consumption is not likely to peak during the next 10–15 years, as 
the gdP growth rate is greater than the projected reduction in energy intensity. 

despite the impressive growth of renewable energy in the PrC’s energy supply mix, 
the country’s energy sector will continue to be dominated by coal, which requires a 
significant amount of water for extraction and for cooling coal-fired power plants.5 
The coal-dominant energy sector in the PrC is likely to remain a significant user of 
water resources, especially in the water-stressed northern PrC, and the emerging coal 
chemical industry may further increase water consumption in the coal sector. Coal 
mining and processing and coal-fired power and coal-to-chemical plants have a major 
effect on the country’s water consumption (L. Pan et al., 2011). iMar, Shaanxi, and 
Shanxi—the primary coal production provinces in the PrC, accounting for most of 
the country’s coal production—are in northern PrC, where water is in short supply. 
altogether, more than 50% of the PrC’s major coal reserves are in regions with high or 
extremely high water stress according to the Baseline Water Stress China Map of the 
World resources institute (Wri) (Figure 4).

ongoing efforts to reduce air pollution in the PrC’s first- and second-tier cities have 
prompted the gradual relocation of coal power plants to western PrC. existing power 
plants in eastern PrC are being decommissioned, and new power plants are being 
built in western provinces like iMar, ningxia, and XUar . The move is likely to raise 
the already high levels of water stress in these provinces. nuclear power plants, on the 
other hand, are mostly in the coastal areas and use seawater for cooling.

in the search for possible replacements for petroleum use in transportation, 
coal gasification and coal-to-liquid (CTL) processes, which offer cleaner ways of 
using coal to produce electricity, are being considered, given the PrC’s abundant 
supplies of coal and limited oil reserves. But the large water requirement of these 
processes suggests that water availability could be a constraint on their large-scale 
deployment in the PrC.

Modern water supply systems extract water from water sources, transfer water directly 
to end users (e.g., irrigation) or to a treatment plant when higher-quality water is 
required (e.g., for urban water supply), distribute treated water to consumers, and treat 
and possibly recycle wastewater before it is discharged into the natural environment. 
every step in this cycle uses energy. installing hydropower plants in places where there 
is sufficient elevation difference in water transfer channels could also produce energy. 
(Water in the West, 2013)

The regional disparities in water supply and the huge mismatch between water 
availability and demand, which are unlikely to be bridged by nearby water sources, 
have made long-distance water transfers an option for addressing water shortages 
in the PrC. in december 2014, the government launched the South–north Water 
Transfer Project to enable the transfer of 45 bcm yearly from central and southwest 
PrC to northern PrC, augmenting the flow of the Yellow river and relieving the water 
supply problems of the Beijing–Tianjin region (T. Yannagi, 2008). increasingly, the 
PrC is also resorting to desalination as a solution to water shortages in coastal regions 
in the north. The energy requirement for desalination is a function of salinity, water 
temperature, and the desalination technology adopted. Seawater desalination is 
usually more energy-intensive than the desalination of brackish water.

5 The PrC also intends to reduce the share of coal in primary energy supply from 66% in 
2014 to 62% by 2020. 
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Introduction

although water intensity in agriculture is likely to continue the declining trend, 
increased water consumption in urban areas often accompanies urbanization and 
industrialization. international experience, however, suggests that water consumption 
will decrease after a certain level of economic development is reached, as affluent 
societies move away from primary industry and agriculture toward service-oriented, 
less water-intensive economic activities and can afford to adopt more expensive 
water conservation measures, such as wastewater recycling.

Climate change affects the hydrologic cycle through changes in precipitation and 
rainfall patterns, resulting in droughts and flooding, desertification, and saltwater 
intrusion into coastal water resources. it amplifies the already intense competition 
for water. Certain options for adapting to climate change, such as desalination 
of groundwater and long-distance water transfer, require additional energy 
consumption, which is likely to cause more ghg emissions and worsen climate 
change. on the other hand, certain technical options for mitigating climate change by 
reducing ghg emissions, such as a shift toward shale gas instead of coal, or to large-
scale carbon capture and storage, may be hindered by concerns about the possibility 
of groundwater contamination. 
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Three northern provinces—iMar, Shanxi, and Shaanxi—dominate coal production 
in the PrC. iMar and Shanxi each produce around 1 billion tons of coal yearly, more 
than the coal production of the US, the second-largest coal producer in the world. 
The coal production of Shaanxi Province, the PrC’s third largest coal producer, 
matches that of australia and indonesia, the world’s two biggest coal-exporting 
countries. Together, these three provinces represent over 65% of national coal 
production. other provinces with an annual coal production of over 100 million tons 
are Yunnan, hebei, anhui, XUar, henan, Shandong, and guizhou.

Coal production in the PrC has undergone geographic concentration, in parallel with 
the consolidation of ownership of coal mining companies. The 14 large-scale coal 
bases produced 3.36 billion tons in 2013, over 90% of total output. Most of these coal 
bases are in iMar (25.4% of coal production in 2014), Shanxi (25.2%), and Shaanxi 
(13.3%), in the water-stressed north (China national Coal association, 2014). Forty-
six percent of coal mining regions experience severe water shortage according to 
Wri’s Baseline Water Stress China map (Figure 4).

chapter 2 

Water use in coal Industry

figure 4: Major coal bases and baseline Water stress in the People’s republic of china

Sources: World resources institute’s Baseline Water Stress China; and Wang, et al., 2016.

Figure 2: Major Coal Bases and Baseline Water Stress in the PRC 
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Water use in coal Mining

Water is used to extract and wash coal, and also to reduce dust and cool machinery 
(Figure 5). The main water-related concern is not the quantity of water used but the 
discharge of contaminated water, which could adversely affect natural bodies of water. 
Mine tailings could leach into groundwater, contaminants carried by runoff could taint 
surface water bodies, and polluted water could infiltrate into underground aquifers 
(Water in the West, 2013).

Water withdrawal in the PrC’s coal mining sector ranges from 0.06 m3/ton to 1.6 m3/
ton, depending on the extent of water recycling. The sector withdraws an average 
of 0.5 m3/ton of groundwater, and up to 1.07 m3/ton in Shanxi Province. Water 
withdrawn for coal mining totals about 2 bcm/year – 3 bcm/year (Li, et al., 2014). 
however, most of this water is returned to natural water bodies after treatment. 

“Produced water” resulting from the dewatering of coal seams during the mining 
process is generally unsuitable for reuse (Box 2). if not properly treated before 
discharge, it can seriously pollute surface water and groundwater. The danger of 
contamination from untreated coal mining produced water is a bigger concern than 
the actual quantity of water used for coal mining. 

2 Water in fossil fuel and uranium extraction | 35 

	Figure 2.17

Schematic flow diagram of water use in coal extraction and washing (not to scale).

From left to right: open-pit mining showing extraction of produced and rain water, and supply of water for dust suppression; similar 
process for an underground mine; on the surface, a plant treats water from the mines and combines with external water sources to supply 
mine and coal washing plant needs. The plant also treats water from the mines before recycling or disposal.  
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Mined coal

Coal treatment 

Coal leaving a mechanized mine contains rock  
that formed part of the seam, rock that was mined along 
with the coal, and sulphur-bearing minerals. Impurities 
can be removed on site in a process known as beneficiation 
or coal preparation. This reduces transport costs,  
increases the bulk calorific value and lowers the ash  
and pollutant concentration, especially sulphur. 
Beneficiation relies mainly on ‘washing the coal’,  
for instance using water with magnetite in suspension, in 
a cyclone. The waste products are taken to tailings ponds 

where the fluids are separated and either  
recycled, evaporated or treated before discharge.  

Dry techniques also exist to separate the  
higher- density waste from the lower-density coal  
and these are increasingly being introduced in areas 
of water stress and at mines with extremely low 
temperatures. Arguments against dry treatment  
include health risks to operators and the risk of fire  
and explosion[44].

figure 5: Water use in coal Mining in the Prc

Source: William and Simmons (2013). 
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Water use in Coal Industry

To ensure the safety of mining operations and prevent flooding, produced water must 
be pumped out to ensure the safety of mining operation and prevent flooding. on 
average, 1.88 m3 of water is drained for every ton of coal produced. in 2010, about 
6 bcm of produced water from coal mining was drained. Produced water varies in 
amount and quality according to regional factors like local climate, groundwater 
conditions, coal production span, and mining method used. For instance, coal mines 
in southeast PrC drain up to 80 m3 of produced water for every ton of coal produced. 
in Shanxi Province in northern PrC, on the other hand, the amount of water drained 
is only about 0.24 m3 per ton of coal. 

 
box 2: classification of Produced Water in coal Mining

The “produced water” from coal mining can be classified into five 
categories according to water quality, as follows:

Clean mine water. This is uncontaminated groundwater meeting drinking 
water standards and sometimes containing beneficial trace elements. it can 
be turned into mineral water.

Mine water with suspended solids. This nontoxic water with salinity of less 
than 1,000 mg/L contains suspended solids and a small amount of metal 
ions, dissolved organic matter, and bacteria. it can achieve drinking water 
standards through flocculation, sedimentation, filtration, and disinfection.

Mine water with high salinity. This type of produced water, found mainly 
in mining areas in northern PrC, the western highlands, the north China 
Plain, and eastern coastal areas, contains sulfates, bicarbonates, chlorides, 
and calcium, potassium, sodium, and other salts, and has a total salinity 
level of 1,000–4,000 mg/L. it cannot be used without treatment. Mine 
water with high salinity can be treated by distillation, reverse osmosis, or 
electro dialysis desalination.

Acid mine water. This water results when a coal seam with high sulfur 
content is mined and the sulfide is converted into sulfuric acid through 
oxidation, making the water acidic. Coal and metal elements from 
surrounding rock can be easily dissolved in acidic water to produce highly 
saline hard water. if discharged untreated into the groundwater system, 
acid mine water will acidify the surface water, affecting aquatic life, as well 
as plants if used for irrigation. acid mine water is often treated by chemical 
neutralization, through the addition of alkaline reagents, or filtration with 
limestone and dolomite.

Mine water with toxic pollutants. This water sometimes contains fluorine, 
radioactive and toxic trace elements and other hazardous elements, and 
oil. Fluorinated mine water is produced in mines located in areas with high 
fluorine content. Coal mine water in certain mines in northern PrC has a 
fluorine content of over 1 mg/L. 

mg/L = milligram per liter PrC = People’s republic of China.
Source: e. Williams and j. Simmons (2013). www.bp.com. 
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Produced water from coal mining contains suspended coal particles and this has 
become a significant source of pollution. it must be treated before discharge. 
historically, wastewater from coal mining, including produced water, was gathered 
behind tailings dams and then simply allowed to evaporate. This practice could 
impact natural water bodies due to leaking of mine tailings consisting of excavated 
material and runoff of contaminated water. 

recycling produced water could help reduce or even put an end to water withdrawal 
from external sources for mining operations. Facing a serious geographic mismatch 
between coal reserves and water resources—(i.e., over 70% of 96 key coal mining 
areas are in water-stress areas, and in 40% of these areas the water shortage is 
severe—the government has made water recycling mandatory for coal mining. in 
2010, 3.6 bcm of produced water from coal mining, or about 60% of the produced 
water from coal mining, was treated and reused.

Water use in coal Washing

after extraction, coal must be processed further to remove the sulfur-bearing 
minerals and rocks that were mined along with it. This process of beneficiation or 
coal washing, during which the coal is fed into a cyclone with an aqueous suspension 
of magnetite (a naturally occurring magnet), reduces the transport cost of coal, 
increases its calorific value, and lowers the amount of ash it contains, especially its 
sulfur content. Some coal preparation technologies that do not use an excessive 
amount of water are suitable for water-stressed regions with a cold climate, such as 
northern PrC. But there are health and safety concerns: dry coal cleaning presents a 
higher risk of fire and explosion.

about 56% of the coal produced in the PrC goes through beneficiation, and over 
94% of coal beneficiation is using the wet process. From 2005 to 2010, the number of 
coal washing plants increased by 80%, to 1,800 facilities, with a total washing capacity 
of 1.75 billion tons per year. on average, the water withdrawal for coal washing is 2.5 
m3/ton and water consumption is 0.2 m3/ton. Water withdrawal for coal washing is 
about 5 bcm and water consumption is about 0.4 bcm. about 85% of the water used 
for coal washing (about 4.25 bcm) can be recycled. 

The wastewater from coal washing is highly polluted, and must be treated before 
discharge into natural water bodies. it is usually channeled into tailings ponds, where 
solids are allowed to settle and the water is recycled, evaporated, or treated further 
before discharge. The wastewater from coal washing and produced water from coal 
mining add up to about 4.5 bcm that needs to be treated.

although coal washing has many benefits, water scarcity is an important barrier 
to its increased application. on the other hand, coal washing plants, despite being 
equipped with wastewater treatment facilities, have not been fully effective in 
preventing the discharge of polluted wastewater into surface water, especially rivers. 

Water use in coal Gasification and coal liquefaction

The possibility of using coal to replace petroleum use in transportation is highly 
attractive to the PrC with its abundant supply of coal and its limited reserves of oil 
and conventional natural gas. Coal gasification and coal liquefaction are believed to be 
cleaner ways of using coal in urban areas. however, water availability could constrain 
the adoption of these technologies in the PrC, given their large water requirement. 
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Coal liquefaction needs significant amounts of water for three major processes:  
(i) cooling gasifiers and reactors to maintain the desired temperature in the associated 
cooling towers, just like thermoelectric power plants; (ii) extracting hydrogen from 
water, to be used in converting coal into liquid hydrocarbons; and  
(iii) handling solids (e.g., quenching ash, pelletizing sulfur, and treating sludge and 
gasifier ash) and controlling dust. among these processes, hydrogen production and 
solid handling offer less scope for reducing water consumption, but air cooling and 
hybrid cooling can still reduce the water requirement by a significant amount compared 
with wet cooling (i.e., air cooling, by a factor of 4.1, and hybrid cooling, by a factor of 1.7).

The first commercial coal liquefaction plant using direct coal-to-liquid (dCTL) 
technology was commissioned by the Shenhua group in ordos, iMar in 2008. 
Most CTL projects in the PrC apply indirect coal-to-liquid (iCTL) technology. 
The government has approved 11 major CTL projects with a total capacity of 21.22 
million tons per year. These projects, except for the Shenhua Plant in ordos, apply 
iCTL technology. nine of the 11 CTL plants, with a total capacity of 14.22 million 
tons (67% of the total approved capacity), are in iMar, ningxia, Shanxi, Shaanxi, 
and XUar provinces, which are all under severe water stress. Water consumption 
per ton of liquid fuel product differs between the dCTL and iCTL technologies. 
The iCTL approach consumes more water than the 6 m3–8 m3 that dCTL needs to 
produce a ton of liquid fuel.

Water use in the Production of synthetic Natural Gas from coal 

Coal can be converted into synthetic natural gas (Sng) through gasification and 
methanation. Coal-to-gas technologies are still in the development stage in the 
PrC. The first coal-to-gas pilot project, datang Power’s Keqi Project in iMar, 
with a capacity of 4 billion m3 per year, was commissioned in december 2013. The 
total annual capacity of coal-to-gas plants could reach 15 billion–18 billion m3 by 
2015 according to the 12th Five-Year-Plan of natural gas development (national 
development and reform Commission [ndrC], 2012), and 200 billion m3 by 
2030. The PrC government has approved Sng projects with a total capacity of 
67 bcm as of 2013 and further 54 projects with capacity 164 bcm are at planning 
stage (Li et al., 2014). Most of the projects are in water-stressed iMar and XUar 
(Cornot-gandolphe, 2014 ).

however, converting coal to natural gas is an extremely water-intensive process, 
requiring 6–10 liters of freshwater for producing 1,000 m3 of natural gas. To support 
the target of 200 billion m3 Sng production in 2030, about 1.2 bcm–2.0 bcm of 
water will be consumed per year. The Sng plants now being constructed or planned 
are in arid and semiarid regions, such as iMar and XUar, and will consume about 
0.5 bcm–0.7 bcm of freshwater per year. This amounts to, 20% of the region’s total 
industrial water consumption. The plants would, therefore, significantly worsen water 
stress in areas already experiencing chronic water shortages (Wen et al., 2013).

Besides their high demand for water, coal-to-gas projects also produce highly 
polluted wastewater, with chemical oxygen demand (Cod) of over 10,000 milligrams 
per liter (mg/L) and ammonia nitrogen (nh3-n) of over 5,000 mg/L. about 0.5 m3–
1.2 m3 of wastewater is produced per ton of coal gasified. it is also estimated that 
0.5 bcm–1 bcm of wastewater will be produced from coal gasification by 2030, if the 
PrC achieves the targeted capacity of 200 billion m3 of Sng production. 
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recent trends in Water use in the coal sector

The PrC must contend with overcapacity in the coal value chain. The overcapacity is 
present in coal mining and processing, coal power generation, and the coal chemical 
industry. The problem is symptomatic of the heavy dependence on coal for the 
growing energy demand. (L. Pan et al., 2011). The PrC also depends heavily on coal 
as the main feedstock for the production of a variety of chemicals and industrial 
products. The recent economic downturn has caused a decline in the demand for 
coal-based industrial products and significantly reduced growth in overall energy 
consumption and demand for coal-based electricity and heating. The increased 
output of renewable energy and efforts by the government to control the air 
pollution attributable to coal-based power generation and heat production may have 
contributed to this decline in demand. 

as a result, the government has announced plans to decommission coal mining 
capacity of 60 million tons and to impose a moratorium on approvals of new coal 
mines in 2016–2018 (national energy administration, 2016). The approval and 
environmental monitoring requirements for coal mining and coal washing must 
be rigorously enforced to ensure that mining operations do not adversely affect 
water resources. Strict controls should be placed on water withdrawal, and water 
recycling should be maximized. Produced water from coal mining and oil and gas 
production should be recycled to the greatest possible extent to minimize freshwater 
withdrawal and to reduce the potential for contaminating natural water bodies. Local 
environmental protection agencies and other regulatory agencies must strictly monitor 
how produced water from mining operations is stored, recycled, and treated before 
being released back into natural water bodies. 

The PrC has recently launched an ambitious program to expand the Sng production 
and coal chemical industries. There is valid economic justification for promoting 
the Sng industry for energy security and air pollution control, but it needs to be 
balanced against the high water intensity of these industrial processes. Moreover, Sng 
production increases ghg emissions. The policy of encouraging the coal chemical 
industry, therefore, needs urgent review in the context of the industry’s contribution to 
increasing water stress and to ghg emissions.

Water–Energy Nexus in the People’s Republic of China and Emerging Issues
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although the PrC is a net importer of oil, it is the world’s fourth largest oil producer, 
accounting for 5% of global crude oil production.6 Total crude oil production in the 
PrC increased from 163 million tons in 2000 to 211 million tons in 2014 (national 
Bureau of Statistics, 2014), for an average annual growth rate of 2%. given the PrC’s 
limited oil reserves, its conventional oil production is unlikely to increase significantly 
in the future. The major crude oil–producing provinces are heilongjiang, Shaanxi, 
Shandong, Tianjin, and XUar. all of these provinces are under high to extremely high 
water stress. 

Water use in crude oil Production

Conventional oil drilling requires water for preparing the drilling fluid, cleaning and 
cooling the drill bit, and maintaining oil well pressure. if the pressure in the oil well is 
insufficient, more water is pumped to increase the pressure (Water in the West, 2013).

The water used for preparing the drilling fluid and pressurizing the oil well is entirely 
consumed, as it cannot be reused. a considerable amount of water is required for 
the effective operation of a conventional oil field, but there is generally little need for 
freshwater. as an oil field matures, a variety of enhanced oil recovery techniques are 
used to extend its economic life. These techniques involve injecting water combined 
with chemical additives, hydrocarbon gas, or carbon dioxide into the reservoir. The 
injected water may be seawater, recycled produced water from oil drilling, municipal 
wastewater, or brackish water (William and Simmons, 2013, www.bp.com).

The fluids coming out of the production well contain considerable amounts of water 
(produced water). generally, the ratio of water to oil tends to increase as the oil field 
matures. Most of the produced water is separated from the oil in a separator at the 
wellhead. The produced water contains soluble mineral salts from the reservoir, 
chemicals used in oil field operation, and very fine rock particles, as well as dissolved 
hydrocarbons. The volume of produced water could be as high as three times the 
volume of the oil produced. although produced water and used drilling fluids can be 
reused to pressurize the oil wells, these substances are highly polluted and contain 
harmful chemicals, and must be treated properly before being discharged into natural 
water bodies. alternatively, the produced water can be evaporated or injected into 
disposal wells, while ensuring that local aquifers are not contaminated (William and 
Simmons, 2013, www.bp.com).

chapter 3 

Water use in the oil and Gas sector

6 http://www.askci.com/news/data/2015/10/18/2316724ut.shtml.
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if most of the produced water were reused, the net water consumption would be equal 
to the volume of oil produced, as the same volume of water as the oil produced would 
have to be pumped back into the oil well to maintain pressure. But as the produced 
water is not fully reused, producing 1 barrel of oil consumes roughly 1.5 barrels of water. 
Therefore, about 0.2 bcm-0.3 bcm of water is consumed in oil production in the PrC 
(Figure 6) (William and Simmons, 2013, www.bp.com).

Water use in oil refineries

The production capacity and output of petroleum refineries in the PrC exceed the 
country’s crude oil production. The refineries have therefore become increasingly 
dependent on imported crude oil. in 2000–2014, refinery output increased from 
204 million tons to 502 million tons, whereas crude oil output increased from 
163 million tons to 211 million tons.7 The refineries are in coastal provinces like 
guangdong, jiangsu, Liaoning, Shandong, Shanghai, and Zhejiang, as well as inland 
provinces producing crude oil, such as Shaanxi (Meyers, 2012).

Water consumed in oil refineries serves as coolant for chemical processes, as 
feedstock for the production of steam for various chemical processes, and also as a 
source of hydrogen. Cooling water does not have to be of high quality, but hardness 
and salinity may have to be controlled to avoid scaling. Seawater and brackish water 
can be used for cooling after salinity is reduced to some extent. The quality required 
for process water, including water used to generate process steam, varies depending 
on where in the refining process the water is required. demineralized water is used in 
cracking and other chemical processes, while recycled water can be used to remove 
salts from crude oil (Figure 7) (William and Simmons, 2013, www.bp.com).

7 http://www.askci.com/news/chanye/2015/01/20/113443y50s.shtml.

2 Water in fossil fuel and uranium extraction | 23 

	Figure 2.6b 

Diagram (b) illustrates the secondary and tertiary production 
processes. Oil, gas and water reach the surface through the 
production well shown on the right of the diagram and enter the 
separator. Oil and gas are exported and the produced water is either 
pumped off for treatment and disposal, or piped to the injection unit 
for combination with fresh water and/or treated saline or brackish 
water. Hydrocarbon gases and/or CO2 can also be combined in this 
unit to further facilitate oil recovery. The combined fluid is injected 
under pressure into the reservoir.
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	Figure 2.6a

Schematic flow diagrams for water use in oil production  
(not to scale).

Diagram (a) illustrates the primary production process where 
reservoir fluids, oil, gas and connate water reach the surface 
through the production well and enter a separator. From the 
separator, the gas and oil are piped for export and the produced 
water is either pumped back into the reservoir, through the injection 
well (shown here with injection directly into the oil zone to maintain 
pressure), injected into non-potable aquifers for disposal or piped 
to other disposal facilities.

a Primary production

 

Volumes of water 

Considerable volumes of water can be required for the 
effective operation of conventional oil fields, but there 
is generally little need for the source to be fresh water. 
Therefore, if the majority of produced water is re-injected, 
then the volume of supplemental water required will be 
roughly equal to the volume of oil produced – and as noted, 
that generally need not be fresh water.  

Any water used in pressure maintenance, waterflood 
or EOR will acquire the characteristics of produced water 
and will need to be reused, disposed of in disposal wells, 

or require substantial treatment before it is released. 
Therefore, it is a reasonable approximation to treat all 
freshwater withdrawals for oil production as resulting 
in consumption, i.e. the freshwater consumption and 
withdrawal intensities are approximately the same. The 
amount of fresh water consumed will depend primarily on 
two factors:

1 How much oil and produced water is drawn from the 
reservoir. 

2 What fraction of the re-injected water is fresh water.

figure 6: Water use in oil Production in the People’s republic of china

Co2 = carbon dioxide.  
Source: William and Simmons (2013), www.bp.com. 
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4 Water in refining and conversion | 59 

	Figure 4.4

Structural model of an isooctane 
molecule[4]: this molecule is made 
through reforming to raise the value of 
gasoline by increasing its octane number. 
The formal name of isooctane is 2,2,4 
trimethylpentane. 

� Figure 4.4
Refining process
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Isooctane or 2,2,4-trimethylpentane
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	Figure 4.3

Schematic flow diagram of processes and water use in a refinery with a hydrocracker.  Actual configurations vary among operating 
refineries. Two streams of input water are distinguished in this diagram, one for cooling and one for process water, process  
steam and steam for heating. Most of the steam produced is used as process steam. Water output from each process is shown as brown 
arrows leading to the water treatment unit; there may be separation of different types of output water within this category that require 
different levels of treatment.figure 7: flow Diagram of refining Process and Water use in a refinery with a Hydrocracker

Source: William and Simmons (2013). www.bp.com. 

refinery design and upgrades include the choice of cooling systems, water sources, and 
extent of water recycling and reuse. if cooling water is not recycled, water withdrawals 
average 11 m3, and water consumption 0.5 m3, per ton of output (e. Williams and 
j. Simmons, 2013, www.bp.com). Most refineries in the PrC use closed-loop (wet 
tower) cooling or saltwater cooling, and freshwater withdrawal intensity is much smaller 
than these figures. There are many opportunities to improve the efficiency of water 
use in refineries, and increase water recycling and use of lower-quality water for most 
requirements. adopting these measures can reduce freshwater and potable water use 
by as much as 45%–90% in a typical refinery.
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The disposal of process and cooling water, contaminated with organic compounds, 
sulfur, and heavy metals, is a major concern. Water and steam used for cooling and 
heating do not come into contact with the oil. But water and steam used in chemical 
processes are likely to be contaminated with pollutants, and must be treated before 
they are released into surface water bodies. Water used to desalt oil contains dissolved 
chlorides and dissolved hydrocarbons, while process water used in the cracking process 
may contain sulfur compounds and phenols (Water in the West, 2013).

Water use in conventional Natural Gas Production and Processing

The consumption of natural gas, considered a clean and low-carbon fuel compared 
with coal, is rapidly increasing in the PrC. The government has recently taken steps to 
replace coal with natural gas in urban areas with heavy air pollution, importing piped 
gas and Lng to supplement the country’s limited conventional gas reserves. Banking 
on the PrC’s substantial reserves of unconventional gas (mainly shale gas reserves, 
believed to be the world’s largest, and coal-bed methane), the government has also 
set ambitious targets and is starting to exploit these resources (h. guo, Y. Wang, and 
Z. Wang, 2016).

The PrC produced 128 billion m3 of conventional natural gas in 2014. Conventional 
natural gas requires relatively modest amounts of water for preparing the drilling fluids, 
and little or no water for processing. about 0.256 bcm of water is consumed during 
conventional natural gas drilling, at current production levels (Water in the West, 2013).

natural gas processing usually result in produced water due to the separation of water 
vapor mixed with the gas. The produced water containing aromatic hydrocarbons 
is discharged into underground injection wells or reused in natural gas processing. 
natural gas processing involves the separation of water and heavier hydrocarbons in 
gravity separators and dehydrators.

Water is required to cool the separation towers and other machinery, such as 
compressors, and to generate the process steam needed for amine scrubbing to 
remove carbon dioxide and hydrogen sulfide from the gas streams. even low-quality 
water can be used for cooling, but water for producing steam must have low salinity. 
(e. Williams and j. Simmons, 2013, www.bp.com)

in addition to domestically produced natural gas, the PrC also imports significant 
quantities of Lng. Water is required for regasification of Lng to vaporize the Lng in 
a heat exchanger by transferring thermal energy from water to Lng. as most of the 
Lng terminals are coastal installations, seawater is usually used for this purpose. 

Prospects for shale Gas exploration in the Prc and Implications for Water

The PrC has abundant shale gas resources, mainly in arid and water-stressed regions 
such as XUar and the highly water competitive region in Sichuan Province. in 2012, 
the Ministry of Land resources estimated the PrC’s continental available shale gas 
resources at 134.4 trillion m3, of which 25 trillion m3 are exploitable (China energy net, 
2014). By 2013, the Ministry of Land resources had awarded two shale gas exploration 
concessions to state-owned petroleum companies. Shale gas output amounted to 25 
million m3 in 2012 and to 1.3 billion m3 in 2014 (China energy net) .

Shale gas exploration in the PrC has taken place mostly in the Sichuan Basin and 
in the Tarim Basin in XUar . during the 12th Five-Year Plan period (2011–2015), 19 
shale gas explorations were carried out in anhui, Chongqing, guizhou, henan, hubei, 
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hunan, jiangsu, jiangxi, Liaoning, Shaanxi, Sichuan, XUar, and Yunnan. The PrC’s 
first large-scale shale gas field, Sinopec’s Fuling Field, began commercial operations in 
2014, and is expected to reach a production capacity of 10 billion m3 by 2017.8 

Shale gas extraction requires horizontal drilling and hydraulic fracturing, which uses 
significant amounts of water. in hydraulic fracturing, fluid consisting of water and 
sand with chemical additives is pumped at high pressure into shale formations to 
crack the rock and release the trapped gas. after fracturing, the water pressure is 
reduced to allow fracturing fluids to flow back to the wellhead, followed by shale gas. 
a significant portion of the water used in hydraulic fracturing is consumed in the 
process (Figure 8) (World resource institute, 2014). 

32 | 2 Water in fossil fuel and uranium extraction

Extraction processes and water

Hydraulic fracturing

During its development and early application, fracturing 
used predominantly fresh water because the chemical 
additives used were sensitive to saltwater. This 
requirement is changing as a result of industry effort to 
understand the fundamental science needed to develop 
alternative chemicals. As a result, to reduce the freshwater 
withdrawal and consumption for fracturing, there is the 
possibility to use brackish water or seawater, and recycled 
water that has been recovered after a fracturing operation 
(e.g. the flowback water).

The proportion of brackish water being used as a 
substitute for fresh water is not well documented. Data 
available[35] for Texas shows that the proportion of 
brackish water used for fracturing in 2011 was between 
0% in the East Texas basin, to 80% in the Permian Far 
West basin. Reuse of flowback water ranged from 0% to 
20% of the total water used for hydraulic fracturing [36]. 
Regulation, fresh water constraints and the economics of 
water treatment will determine whether brackish water is 
used instead of fresh water.

Extracting coalbed methane

The larger pore spaces and fractures in coal seams are often 
filled with water and, to free the methane trapped in the 
coal, a well is drilled into the seam and the coal around the 
wellbore dewatered if required. Over time, as the water 
saturation around the well decreases, some of the methane 
becomes mobile and flows into the wellbore. Down-hole 
pumps are used to dewater the coal seam and keep the 
water out of the wellbore. Hydraulic fracturing of coal 
seams can improve gas production rates by increasing the 
coal volume connected to the well.  

Effect of processes on water and treatment 
before discharge

The water used in hydraulic fracturing, connate water 
associated with tight and shale gas, and water extracted 
in dewatering coal seams all carry different types of 
contaminants. 

The chemistry of water produced with tight and shale 
gas depends on the fracturing fluids and the impurities 
from the reservoir, and varies greatly among different shale 
locations. The produced water cannot be allowed to enter 
the water catchment area or any freshwater aquifer. 

	Figure 2.14

Schematic flow diagrams of water use in unconventional natural gas production in shales and coal seams (not to scale).

Diagram (a): the shale is fractured hydraulically using water-based fluid injected into a horizontal well. Gas is subsequently produced along 
the same well path. The fluids pass through a separator when they reach the surface. The fracturing fluid and any water from the reservoir 
are treated for recycling, exported for use in other fracturing jobs or disposed of. The disposal is illustrated with an injection well, which is 
shown close to the treatment plant for illustrative simplicity.  

Diagram (b): the coal seam is dewatered using pumps. At the surface, water present in the gas is removed in the separator before the gas is 
piped to export and the water disposed of by injection into a non-potable aquifer. The disposal is illustrated with an injection well, which is 
shown close to the production site for illustrative simplicity. 
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figure 8: schematic Diagram of Water use in unconventional Natural Gas 
(tight Gas and shale Gas) Production

Source: William and Simmons (2013). www.bp.com. 

8 http://business.sohu.com/20140421/n398575009.shtml.
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highly contaminated flow back water makes up about 10%–75% of the fracturing fluid 
originally injected. it contains the chemicals used for fracturing and must, therefore, be 
treated before being discharged into natural water bodies. it can also be recycled and 
reused for fracturing. if not managed properly, flow back water from hydraulic fracturing 
can significantly degrade surface water and groundwater resources. ensuring that the 
fracturing fluid and the flow back water do not enter the groundwater aquifers is also 
critical. as the shale formations lie beneath the groundwater aquifers, the wellbores must 
be properly engineered to avoid any possibility of leakage (j.j. anthony et al., 2016).

The reinjection of flow back water into deeper geologic formations and the 
evaporation of the wastewater and disposal of the residual sludge as solid waste are 
two options being considered for the disposal of the flow back water. however, the 
former option carries the risk of groundwater contamination and the latter, is energy-
intensive (World resources institute [Wri], 2014).

The amount of water required to complete a shale gas well varies from well to well and 
from basin to basin, making estimates of water demand for shale gas development 
uncertain. The water requirement varies, depending on the geology and the well 
characteristics. For example, the length of horizontal sections and the depth, porosity, 
and permeability of the shale base determine the water requirement. instead of 
freshwater, brackish water and recycled water can be used for fracturing. The water 
intensity of shale gas production is about 10 times that of conventional gas production, 
according to data from the US (Wri, 2014).

The government is preparing the master plan for shale gas development to confirm the 
volume of the country’s recoverable shale gas resources. although shale gas exploration 
in the PrC has made some progress in the Sichuan Basin, large-scale shale production has 
yet to be realized. Preliminary estimates indicate that the PrC would be able to produce 
60 billion–100 billion m3 of shale gas by 2020 and 150 billion–180 billion m3 by 2030, 
compared with its conventional gas output of 106 billion m3 in 2013. Water resources of 
about 0.04 bcm by 2020 and 0.08 m3 by 2030 are likely to be required for this.

about 40% of the PrC’s shale resources are in areas of high to extremely high baseline 
water stress and in arid locations (Figure 9). The Sichuan shale basin is in a region of 
high water stress due to high water demand in relation to the available supply. Shale 
gas development is likely to exacerbate this situation. The Tarim Basin in XUar is 
subject to extremely high baseline water stress in arid conditions, including extremely 
high groundwater stress and seasonal variability (Wri, 2014).

ensuring sustainable Water use in the oil and Gas sector in the Prc

Fossil fuel production contributes to about 1.5% of annual freshwater withdrawals 
in the PrC. But the fossil fuel sector can be a major source of contamination of 
groundwater and surface water resources. Locating major coal mining bases and 
potential shale gas exploration zones in the water-stressed north and northwest 
region of the country makes the situation even more serious. 

While the conventional oil and gas sector in the PrC is not a major water user and 
does not significantly contribute to water pollution at present, shale gas exploration 
is likely to become a significant water user in water-stressed regions and a potential 
source of groundwater contamination. Strict measures must, therefore, be adopted 
from the outset to minimize water use in shale gas exploration by promoting the 
reuse of fracking fluids and by preventing possible leaks of fracking fluid into 
groundwater aquifers. 
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figure 9: shale Gas Plays and baseline Water stress in the People’s republic of china

Source: reig and et al. (2014).
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as a rapidly developing country, the PrC is still in the process of building up its power 
generation infrastructure. The PrC increased its generation capacity from 962 gW 
in 2010 (China electricity Council [CeC], 2011) to 1,360 gW by 2014 (CeC, 2015a). 
Projected installed capacity ranges from 1,700 gW to 1,850 gW by 2020, and from 
2,100 gW to 2,350 gW by 2030. The recent economic slowdown and industrial 
transformation could affect the demand for new generation capacity. although the 
share of nonwater-consuming technologies, such as wind and solar, are expected to 
increase, growing power generation capacity will further expand water withdrawal 
and consumption for power generation. 

The share of thermal power in installed capacity decreased from 73.4% in 2010 to 
67.3% in 2014, and that of coal power from 67.3% to 60.4%. The share of coal-based 
power is expected to drop to 59% by 2020 and to 51% by 2030 as the PrC strives to 
fulfill its commitment to expand the contribution of nonfossil fuel energy. in 2014, the 
electricity output of coal-fired power plants experienced negative growth for the first 
time in 40 years (CeC, 2015b). however, the rate of increase in freshwater withdrawal 
and water consumption for power generation continues to be determined by the 
cooling technologies adopted by coal-fired power plants.

chapter 4 

Water use in electricity Generation

figure 10: Power Generation Mix of the People’s republic of china, 2014  
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about 82% of electricity generation capacity in the PrC requires water for cooling 
or, as in the case of hydropower, for electricity generation. all thermal power plants, 
including nuclear power plants that use steam turbines to generate electricity, need 
cooling, mostly with water. however, nuclear power plants now in operation or to be 
commissioned by 2030 are in the coastal areas and depend on seawater for cooling. 

although hydropower is also a major water user, most of the water withdrawn is 
returned to the same river basin, or to a different river basin in the case of trans-
basin hydropower plants, with little impact on water quality. (j. Melilo, T. richmond, 
and g. Yohe, 2014). renewable energy–based electricity-generation technologies, 
such as wind power and solar photovoltaic generation, have minimal water 
requirements. on the other hand, the cooling requirement of concentrated solar 
photovoltaic and biomass-based electricity generation is comparable with that of 
other thermal power plants. 

The installed capacity of coal-fired power plants increased from 660 gW in 
2010 to 825 gW in 2014. given the government’s commitment to reduce coal 
consumption, the installed capacity of coal power plants is expected to peak at 
around 960 gW by 2020, and then continuously decrease to 920 gW by 2030 
(Cornot-gandolphe, 2014).

Most coal-fired power plants, installed in the last 10 years, deploy the latest 
technologies, such as ultra-supercritical and supercritical steam technologies, and 
have a unit size of more than 600 megawatts (MW), especially among the recently 
installed plants (B. ali and a. Kumar, 2015). The government is also encouraging 
the decommissioning of smaller (less than 100 MW) coal-fired plants. over 95 gW 
of small plants have already been decommissioned since 2006, and most coal-fired 
power plants with a capacity of less than 200 MW are likely to be decommissioned 
by 2020 or converted into ChP plants.

To meet the growing demand for electricity for economic development, the PrC is 
promoting the new energy strategy of moving coal-based electricity generation to 
sparsely populated western provinces that are rich in coal resources. The new coal 
power plants will be closer to the large-scale coal mining bases, and long-distance 
ultra-high-voltage electricity transmission links are being built to link these power 
plants to the load centers in the coastal provinces (C. Zhang et al., 2016). This policy 
is driven by the need to control air pollution in densely populated coastal provinces 
in eastern PrC. But the northwest region of the PrC, where most coal reserves are 
found, is under high or extremely high water stress (Cornot-gandolphe, 2014).

cooling technologies used in thermal Power Plants in the Prc

in thermal power plants using steam turbines (coal-fired power plants, combined-
cycle gas turbines with a steam cycle, nuclear power plants, and concentrated 
solar power plants), the steam from the turbine must be cooled further to achieve 
maximum thermal efficiency. The choice of cooling systems has the greatest 
impact on the water requirements of a thermal power plant. With a heat transfer 
capacity four times that of air, water is a much more effective coolant when it is 
available in sufficient quantities. Water (wet) cooling systems can be configured 
as once-through (open-loop) or closed-loop cooling systems. in water-scarce 
locations, dry (air) cooling and hybrid cooling systems that use a combination of 
wet and dry cooling are adopted (Box 3) (g.Thopi and a. Pouris, 2016.). 
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box 3: cooling technologies used in thermal Power 

Plants in the People’s republic of china

Once-through (open-loop) cooling systems use an ample supply 
of water from natural water bodies, such as seas, rivers, lakes, 
or cooling ponds, to pass through the steam condenser (heat 
exchanger) of the power plant. Water is returned to the water 
body 10°C–20°C warmer than when it was extracted. Most of the 
water withdrawn is returned (about 99% of the water is returned; 
the rest is lost to evaporation), without significant impact on water 
quality except for an increase in water temperature. open-loop 
systems require significant amounts of water withdrawal and are, 
therefore, vulnerable to droughts, and compete for water with 
other users. in addition, the discharge of high-temperature water 
into natural water bodies may affect aquatic ecosystems. in spite 
of its low cost and low water consumption, open-loop cooling 
using freshwater is not widespread in the PrC because of a lack 
of suitable surface water bodies in close proximity to coal-fired 
power plants. however, in coastal areas, the use of seawater in 
open-loop cooling systems is common among coal-fired power 
plants and nuclear power plants. a typical 500 MW coal power 
plant using open-loop cooling withdraws 0.5 bcm of water per 
year and consumes 0.0029 bcm per year (Meldrum et al., 2013). 

Closed-loop (wet) cooling systems differ from open-loop systems 
in that the water used for cooling the steam turbine exhaust is 
recirculated after cooling instead of being discharged into natural 
water bodies. The heated water is cooled by being passed through 
a wet cooling tower, cooling pond, or surface water body (e.g., 
river) before it is recycled. although water consumption due to 
evaporation is roughly 10 times higher than that for open-loop 
cooling systems, water withdrawal is about 100 times lower. in 
addition, the capital costs of closed systems are 40%–50% higher 
than the capital costs of open-loop systems. in the PrC, closed-
loop systems with cooling towers are preferred because of their 
lower water withdrawal requirement and environmental impact 
compared with open-loop systems. a typical 500 MW coal power 
plant using closed loop wet cooling systems withdraws 0.01 bcm 
of water and consumes 0.0084 bcm of water per year. 

dry cooling systems are similar to closed-loop wet cooling 
systems, but use air instead of water to condense the steam. 
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These systems require minimal amounts of water, and are appropriate 
for dry and arid regions in northern PrC. however, they affect 
power plant efficiency because of the lower cooling capability of air 
compared with that of water, and the electricity used to maintain 
the airflow. The efficiency loss is about 2%–7% but can be as high 
as 25% on hot summer days. Moreover, the capital cost of dry 
cooling systems is as high as three to four times that of closed-loop 
wet cooling systems and 10 times more than that of open-loop wet 
cooling systems. Power plants using dry cooling still require water for 
air pollutant scrubbing, steam cycle boiler makeup, and handling of 
coal ash, amounting to about 25% of water consumption in power 
plants using closed-loop cooling. 

hybrid cooling systems use a combination of wet and dry cooling 
systems, allowing the separate or simultaneous use of wet and dry 
cooling equipment, depending on the ambient temperature and water 
availability. These systems can reduce the efficiency loss resulting 
from dry cooling on hot summer days while reducing the water 
withdrawal and consumption associated with wet cooling. however, 
hybrid systems are more complex and expensive.

bcm = billion cubic meter, m3 = cubic meter, MW = megawatt.

Source: Water in the West. 2013. 

The cooling water requirement of thermal power plants also depends on overall 
thermal efficiency (Figure 11). More efficient ultra-supercritical coal-fired power 
plants convert larger fractions of thermal energy to electricity and have a lower 
cooling requirement than low-efficiency subcritical coal-fired power plants. 
Similarly, operating coal-fired power plants as ChP plants by using the waste 
heat of the turbine exhaust steam in a heat exchanger to heat the return water 
from district heating supply systems can substantially reduce the cooling water 
requirement during the winter months. in the PrC, most new coal-fired power 
plants are ultra-supercritical plants and a significant number of coal-fired power 
plants in northern PrC operate as ChP plants.
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	Figure 5.2

Schematic flow diagrams of cooling systems found in steam-driven electricity-generating plants. Diagram (a) shows once-through cooling, 
where water is withdrawn from a large water body and returned at a higher temperature. Diagram (b) shows wet-tower cooling, where 
cooling takes place by evaporation of water that is partially lost to the atmosphere in the process. Diagram (c) shows dry or air cooling, 
where air is drawn over a closed-circuit heat-exchange cooling loop. The heat source, steam generator and turbine/generator are not shown 
for dry cooling and wet-tower cooling but would have similar configurations (not to scale). 

� Figure 5.2
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by thermal electricity generation plants.
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Water Withdrawal and consumption for thermal Power Generation

Since 2007, water withdrawal for the cooling of thermal power plants has grown 
more slowly than the overall growth rate of thermal power generation, and started 
to decline in 2013 as recently commissioned power plants increased their water 
efficiency and older and water-inefficient plants closed down (Figure 12).

figure 12: trends in Power Generation and associated Water Withdrawal in the People’s republic of china, 2000–2014

bcm= billion cubic meter, TWh = terawatt-hour.
Sources: Ministry of Water resources. 2001–2015; China electricity Council. 2001–2015; and World resources institute estimates.
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in 2014, freshwater withdrawals for thermal power generation in the PrC amounted to 
about 48 bcm, or roughly 8% of the country’s total water withdrawals (MWr, 2015). 
The power sector is the largest industrial water user. despite the increasing water 
efficiency of thermal power plants, the share of thermal power in overall industrial water 
withdrawals increased from 29% in 2000 to 39% in 2012, before decreasing to 35.2% by 
2014. of the total water withdrawn by the power sector, 85% is for open-loop cooling. 

The water withdrawal factor, an indicator showing the amount of water withdrawn per 
megawatt-hour (MWh) of electricity produced, decreased from 29.5 m3/MWh in 2000 
to 11.3 m3/MWh in 2014. in addition, the wastewater factor (the amount of wastewater 
discharged per MWh of electricity produced) improved more dramatically, plummeting 
from 1.38 m3/MWh in 2000 to 0.1 m3/MWh in 2012 (Figure 13). These developments 
highlight the gains in water efficiency and water recycling in coal-fired power plants in 
recent years.

Water use in thermal plants depends largely on the cooling technology used (Figure 
14). open-loop cooling systems require the withdrawal of large amounts of water 
but consume very little, while closed-loop systems have a low water withdrawal 
requirement but high water consumption because of evaporation (j. Melilo, 
T. richmond, and g. Yohe, 2014). 
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figure 13: Water Withdawal and Wastewater factors for Power Plants in the People’s republic of china, 2000–2012

m3 = cubic meter, MWh = megawatt-hour.
Sources: China electricity Council. 2000–2012; and World resources institute analysis.
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The cooling technologies used in the PrC’s thermal power sector closely reflect water 
availability (Figure 15). although closed-loop cooling predominates in both the south 
and the north, over 95% of power plants using open-loop cooling are in southern 
PrC, where surface water is relatively abundant or access to seawater is convenient. 
Power plants in the PrC’s arid northwest rely exclusively on closed-loop systems or 
dry cooling. dry cooling accounts for 24% of the region’s thermal power capacity.

Thermal power plants with closed-loop cooling systems generated 65.2% of the 
country’s electricity generation in 2011 while representing 16% of water withdrawals 
and 90.8% of water consumption (Figure 16) in the power sector. on the other hand, 
thermal power plants using open-loop cooling and contributing 11.8% of power 
generation were responsible for 83.2% of water withdrawals in the power sector. While 
a major share of water withdrawals is due to power plants using open-loop cooling, 
water consumption takes place mostly in power plants using closed-loop cooling. 

figure 15: Distribution of cooling technologies in the People’s republic of china, 
by region, 2011

MW = megawatt. 
Source : World resources institute analysis.

50,000

east and South China

Po
w

er
 re

ge
ne

ra
tio

n 
ca

pa
ci

ty
 (M

W
)

north and West China

150,000

250,000

350,000

450,000

500,000

0

100,000

200,000

300,000

400,000

closed-loop open-loop open-loop (seawater) dry cooling

Source: World resource institute analysis.

closed-loop open-loop open-loop (seawater) dry cooling

0%

20%

4%

60%

80%

100%

11.8%

13.5%

9.5%

16.0%

33.2% 0.5% 0.3%

90.8% 3.7%
2.2% 3.3%

65.2%

power production water withdrawal water consumption

figure 16: share of Power Production, Water Withdrawal, and consumption in People’s republic of china totals, 
by cooling type, 2011



35

Water use in Electricity Generation

Freshwater withdrawals by the PrC’s power sector in 2014 was 48 bcm, close 
to the average annual runoff of the Yellow river (58 bcm/year) (Yellow river 
Conservancy Commission, n.d.). Withdrawals by jiangsu province (in the east) 
alone accounted for 27% of this total. Most provinces with significant water 
withdrawals are in eastern and southern PrC, particularly along the Yangtze 
river (Figure 17). Provinces with a high level of water withdrawals also have a 
larger share of power plants using open-loop cooling. Shanghai, where open-
loop cooling is highly prevalent, has the highest water withdrawal intensity 
(water withdrawal per unit of electricity produced), while Tianjin has the lowest. 
Shanghai’s water withdrawal intensity is 45 times that of Tianjin due to the high 
prevalence of open loop cooling. 

Total water consumption in thermal power generation in 2011 was 7 bcm, or 
about 13% of water withdrawals by the power sector. There is a noticeable 
geographical difference between water consumption intensity and water 
withdrawal intensity. Coastal provinces like guangdong, Tianjin, and Zhejiang 
generally have a larger share of thermal power plants using open-loop cooling 
with seawater, and therefore their freshwater consumption intensity is lower. 
But the inland provinces such as iMar and Shaanxi also have low water 
consumption intensity because a significant share of thermal power plants in 
these provinces are of recent vintage and employ dry cooling. 

figure 17: Water Withdrawal Intensity in the People’s republic of china, by Province, 2011

Source: World resources institute analysis.
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The PrC’s provinces and municipalities differ in power production and associated 
water use (Figure 19). Plants in the east and south generally withdraw more water for 
each unit of electricity produced than plants in other regions, where more power plants 
have been fitted with open-loop cooling systems. however, the water consumption 
in eastern and southern provinces are low compared with their power generation. on 
the other hand, in northern and northwestern provinces, the water withdrawal is less in 
comparison with the power generation while water consumption is more. This is due to 
the high prevalence of closed-loop cooling systems in this region.

figure 18: Water consumption Intensity in the People’s republic of china, by Province, 2011

figure 19: share of Power Production, Water Withdrawal, and consumption in the People’s republic of china, by region, 2011

PrC = People’s republic of China. 
Source: World resource institute analysis.
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Water use Projections for the thermal Power sector

The projected water consumption for power generation takes the Three red Lines 
policy into account. The government has defined strict water resource management 
requirements, setting mandatory limits on water withdrawal, efficiency, and water 
quality. (iea greenhouse gas r&d Programme information Paper, 2009-2015). The 
national water quantity limit is 670 bcm for 2020 and 700 bcm for 2030 (State Council, 
2012). although the exact amount of water that will be available to the power sector 
has not yet been released, a freshwater withdrawal allocation of 67,000 m3 in 2020 
and 70,000 m3 in 2030 can safely be assumed for thermal power generation, given its 
current 10% share of national water withdrawal.

The future water withdrawal of the power sector is projected under four 
different scenarios with different assumptions about the cooling technologies 
used (Box 4 and Figure 20). 

 
box 4: reference scenarios for Water Withdrawal  

by the Power sector in the People’s republic of china

scenario 1: status quo

new plants follow the same distribution of cooling technologies (66% 
with closed-loop cooling, 13% with seawater open-loop cooling, 12% with 
freshwater open-loop cooling, and 9% with dry cooling)

scenario 2: Increased closed-loop cooling in new plants

2015–2020: 88% with closed-loop cooling, 3% with seawater open-loop 
cooling, and 9% with dry cooling 

2021–2030: 81% with closed-loop cooling, 10% with seawater open-loop 
cooling, and 9% with dry cooling 

scenario 3: Increased dry cooling in new plants

2015–2020: 67% with closed-loop cooling, 3% with seawater open-loop 
cooling, and 30% with dry cooling 

2021–2030: 50% with closed-loop cooling, 10% with seawater open-loop 
cooling, and 40% with dry cooling 

scenario 4: retrofitting scenario (20 GW of existing freshwater open-loop 
cooling capacity retrofitted with closed-loop or dry cooling every 5 years)

2015–2020: 67.5% of new plants with closed-loop cooling, 2.5% with 
seawater open-loop cooling, and 30% with dry cooling 

2021–2030: 51.5% of new plants with closed-loop cooling, 8.5% with 
seawater open-loop cooling, and 40% with dry cooling

gW = gigawatt 
Source: World resource institute analysis. 
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The water withdrawal projections for the power sector in 2020 range from 47 bcm 
to 77 bcm, depending on assumptions about the cooling technologies to be used by 
the new coal-fired power plants, and the retrofitting and decommissioning of existing 
plants. if the new plants retain the present distribution of cooling technologies 
(scenario 1), water withdrawals will increase to 77 bcm by 2020 and to 92 bcm 
by 2030, from 48 bcm in 2011. But if dry cooling is increased to 30% of the newly 
installed plants by 2020 and to 40% by 2030 (scenario 3), water withdrawals can be 
capped at 57 bcm by 2020 and at 60 bcm by 2030. 

The analysis also shows that, unless a sizable number of new power plants adopt 
dry cooling, water withdrawals for power generation could reach about 15% of the 
national total by 2030, compared with 10% in 2015. Keeping total withdrawals below 
700 bcm by 2030 would be difficult and water scarcity in northwestern PrC, where 
large coal-fired power bases are being developed, would worsen. 

as closed-loop cooling accounts for the bulk of water consumption, increasing 
its share in new plants (scenario 2) would increase consumption (Figure 21). But 
increasing the share of dry cooling while maintaining closed-loop cooling at 67% of 
new plants until 2020, and at 50% between 2020 and 2030, would result in a slight 
decrease in water consumption. 

figure 20: freshwater Withdrawal by the Power sector in the People’s republic of china 
under the Various reference scenarios, 2020 and 2030

m3 = cubic meter. 
Source: World resources institute analysis.
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m3 = cubic meter. 
Source: World resource institute analysis.

in summary, while increasing the share of closed-loop cooling will result in a reduction 
of water withdrawal, it will increase the water consumption in the thermal power 
sector. For regions under severe water stress in northern and western PrC, closed-
loop cooling may not be the most appropriate cooling technology. More and more, 
these regions will have to depend on dry cooling. dry cooling, however, reduces the 
thermal efficiency of power plants by adding to auxiliary power consumption, and 
could further increase the carbon footprint of the PrC’s thermal power sector. 

Closed-loop cooling can still be deployed in interior provinces of southern and central 
PrC with moderate water stress. in coastal provinces, open-loop cooling based on 
seawater should be the preferred option. But open-loop cooling based on freshwater 
bodies (rivers and lakes) could be deployed selectively, as its use could increase 
the water temperature of natural water bodies, with adverse impact on aquatic 
biodiversity and water quality.

evolving Policy regime for Water use regulation in the thermal 
Power sector

in december 2013, the Ministry of Water resources (MWr) released the guidelines 
for Water resource Planning for Large Scale Coal Power Base development to ensure 

figure 21: Water consumption in the People’s republic of china,by cooling type,  
under the Various reference scenarios, 2020–2030
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box 5: Ningxia Water right transfer scheme (case study)

The Yellow river Water Transfer Plan, developed by the ningxia 
department of Water resources (dWr) in 2004, allows specific transfers 
of water from agricultural to industrial uses. The dWr has signed contracts 
with industrial enterprises, including thermal power plants, committing the 
latter to invest in water conservation in agriculture (e.g., reducing water loss 
in irrigation canals), and has transferred water rights to the industries taking 
part in the scheme.

The amount of water transferred is roughly equal to the water savings 
achieved through the investments made by the enterprises. The water 
right transfer price depends on the total cost of the water conservation 
project, its duration, the quantity of water transferred, and the location 
of the project.

even as the potential for water conservation through canal systems has 
steadily diminished, the prospects for water right transfers have improved. 
By june 2013, ningxia had implemented nine water transfer projects 
involving a total of 88 million cubic meters (m3) of water (Y. Chen, 2014), 
and was expecting up to 425 million m3 in total transfers by 2020 (Ministry 
of Water resources, 2004).

The ningxia Lingwu power plant was the first water right transfer project 
in the PrC. Plant authorities signed a water transfer agreement with the 
irrigation Management Bureau of the ningxia dWr. Under the agreement, 
the plant authorities undertook to invest CnY40 million (about $6.5 
million) in a canal water-saving project for the Qingtongxia irrigation area, 
in exchange for water rights of 14.4 million m3/year (C. hu 2014). 

the sustainable development of coal bases. according to the guidelines, regional 
water resource availability should be considered in the design of coal bases, which 
should strictly conform to the regional targets under the Three red Lines policy.

The coal bases must “save water before using water”, and limit the use of 
groundwater. in administrative districts where water withdrawal reaches or exceeds 
the Three red Lines, they should improve water efficiency or transfer water rights 
from other water users to meet water demand ceilings, instead of increasing 
groundwater withdrawal. The guidelines call for a detailed water appraisal to 
determine the predicted water demand of the coal base and its impact on water 
resource availability and on other water users, and for compensation plans for the 
affected parties. 

The guidelines also require coal-fired power plants in water-scarce areas to use dry-
cooling systems and to consume less than 0.1 m3 of water per gigawatt-hour of power 
generated. (C. Zhang et.al., 2016). in addition, the government is pilot-testing a water 
right transfer scheme to encourage industrial enterprises, including thermal power 
plants, to invest in water conservation projects (Box 5).
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Besides administrative measures, the PrC has adopted a water resource fee to 
promote water conservation in the energy sector. The Water Law of 1988 directed 
the government to impose a water resource fee, but the measure did not become 
compulsory until 2006.9 Coal-fired power generation plants also had to pay for 
freshwater used as cooling water, but could use desalinated or recycled water 
free of charge. This requirement effectively encouraged power plants to turn to 
nontraditional water sources for cooling. By 2012, the use of desalinated water had 
reached 66 million m3, 2.5 times the amount used in 2006 (MWr ,2013). 

during the 12th Five-Year Plan period, the government further improved the 
mechanism for imposing and collecting water resource fees. The notice on Water 
resource Fee Collection classified water resource fees into five categories and set a 
higher rate for water withdrawals in excess of the quota assigned to a user. in addition, 
the 31 provinces were expected to collect water resource fees at the tariff levels set 
by the ndrC at the end of 2015.10 The provinces where large coal bases are located, 
except for ningxia, Shandong, and Shanxi, must raise their water resource fees to 
comply with the ndrC’s tariff requirement. 

9 in 2006, the State Council published the regulations on Water Withdrawal Permit and 
Water resources Fee Collection, in which the water resources fee became a compulsory 
fee for water users.

10 Water resource fees were initially set at the lowest level by the ndrC for the 31 provinces, 
autonomous districts, and cities in the notice on Water resource Fee Collection. These 
areas were required to raise their water resources fees at least to the level prescribed in 
the notice by the end of 2015. 

figure 22: Water resource fees for Industrial use  
(CnY/m3)

FYP = five-year plan, m3 = cubic meter. 
Source: national development and reform Commission: Water resource Fee Collection. 
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ensuring sustainable Water use in thermal Power Generation

despite a rapid increase in renewable sources of electricity generation and ambitious 
targets set by the government for increasing the share of nonfossil fuels in the 
country’s energy supply mix, coal-based thermal power will remain the major source 
of electricity generation. Since the thermal power sector contributes about 10% of 
freshwater withdrawals and an increasing number of thermal power plants are in highly 
water-stressed northern and northwestern parts of the PrC, it is imperative to reduce 
the freshwater withdrawals and freshwater consumption by the thermal power sector.

This would require the strict enforcement of a water resource assessment that must be 
made during the planning of new thermal power plants to ascertain their water-related 
impact, including the competition for water resources with existing water users, such 
as the agriculture sector, and the effect on water quality and water temperature. dry-
cooling technology must be deployed in regions where water stress is severe because 
of lack of freshwater resources and high demand for water.

in addition, water right transfer mechanisms that call for power plants to purchase 
water rights from local communities by investing in water conservation should be 
encouraged, with appropriate regulations for the strict enforcement of the obligations 
of the contracting parties. it is necessary to ensure that local communities and farmers 
are not deprived of access to water simply because thermal power plants can afford to 
pay a higher price for this limited resource.

as dry cooling systems are more expensive to build and operate, coal-fired power 
plants using this technology are likely to have a higher levelized cost of electricity. it 
is necessary to fully account for the higher levelized cost of electricity of coal-fired 
power plants using dry cooling during when investment decisions are made and 
subsequent dispatching of such power plants. Capturing the cost of water-related 
externalities would encourage the commissioning and use of less water-intensive 
electricity-generation technologies.

Water–Energy Nexus in the People’s Republic of China and Emerging Issues
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hydropower is the most widely used form of renewable energy in the PrC. in 2014, it 
accounted for 19.2% of the country’s electricity generation and 22.2% of its installed 
electricity generation capacity. The PrC has the largest installed hydropower capacity 
in the world, exceeding the installed hydropower capacity of Brazil, Canada, and the US 
combined. The government has set the targets of increasing the share of nonfossil fuel 
energy in primary energy supply to 15% by 2020 and to 20% by 2030. hydropower has 
an important role in meeting these targets and ensuring energy security (ecofys, 2015). 
installed hydropower capacity exceeded 300 gW in 2014 and is expected to reach 380 
gW by 2020 and 450 gW by 2030 (China energy net, 2016).

although hydropower uses the energy of flowing water, most of the water that passes 
through hydropower plants can later be put to other uses. hydropower plants are 
often associated with large dams and reservoirs storing water for future electricity 
generation and for other purposes, such as irrigation and flood protection. 

The point of release of stored water for hydropower generation is not the same as 
the point of extraction, since hydropower depends on the height difference between 
the point of extraction and the point of release. often, the water is released into 
the same river several kilometers downstream from the point of extraction. More 
complex hydropower plants release the water into a different river system. run-of-
river hydropower plants even release water into the same river without significantly 
changing the water flow downstream of the point of release. despite the significant 
amount of water withdrawal associated with hydropower, the water consumption of 
hydropower is limited to seepage and evaporation losses from the reservoirs. The 
reservoirs created for hydropower may also replenish groundwater sources. The 
water consumption of run-of-river hydropower plants is negligible, as evaporation is 
negligible in the absence of water storage.

From a water management perspective, the impact of hydropower pertains to the 
timing and location of water release, as hydropower plants with storage may cause 
temporal and spatial water shortages for other users. The impact is more severe when 
hydropower involves trans-basin water transfers, and appropriate water management 
regulations are required to balance the competing demands of different water uses. 
The environmental impact of hydropower is mainly due to the fragmentation of river 
systems, disrupting the integrity of aquatic ecology and resulting in biodiversity loss 
due to the obstruction of fish migration along the river systems. The regulation of 
river flows to suit the need of hydropower generation can alter seasonal floods, and 
may adversely affect downstream floodplains, wetlands, and groundwater recharge. 

chapter 5 

Water use Implications of Hydropower
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in addition, hydropower dams are likely to block sediment flows and affect soil 
fertility and agricultural productivity downstream.

status of Hydropower Development in the Prc

Since 2000, the government has placed increasing emphasis on fully exploiting the 
vast hydropower potential in response to increasing demand for electricity, growing 
air pollution problems, and climate change impact associated with coal-based 
electricity generation and energy security concerns. as a result, the installed capacity 
of hydropower has increased, from 79 gW in 2000 to 300 gW in 2014.

figure 23: Proposed Hydropower bases in the People’s republic of china

MW = megawatt.
Sources: Ming et al. (2012) and Ministry of Water resources.

Figure 24: Proposed Hydropower Bases in the PRC 

 

 

 

Water–Energy Nexus in the People’s Republic of China and Emerging Issues



45

Water use Implications of Hydropower

The geographic distribution of hydropower development in the PrC closely 
mirrors water resource availability across the country. in the southwest region, 
which accounts for over 65% of hydropower potential in the PrC, over 120 gW 
of hydropower capacity had been developed by 2013 and an additional 35 gW is 
under construction. eastern and central–southern PrC have about 117.8 gW of 
technically feasible hydropower potential and, by 2014, over 80% of this had been 
developed. The northwest and northeast, on the other hand, have limited potential 
for hydropower; about one-third of this potential had been developed by 2014. 

The government has identified 13 hydropower development bases along the jinsha, 
Yalong, dadu, Wu, hongshui, and nu rivers; upstream of the Yangtze and Yellow 
rivers; mainstream of the Lancang river; north mainstream of the Yellow river; 
and in hunan Province, in the Fujian–Zhejiang–jiangxi area, and in northeastern 
PrC (Figure 23). except for the two hydropower bases along the Yellow river and a 
hydropower base in the northeast, most of the hydropower bases are in the south. 
estimates suggest that the total planned and installed hydropower capacity of these 
13 hydropower bases (276 gW) would account for 51% of the technically feasible 
hydropower capacity in the PrC (g. Li, 2007). 

The national energy administration plans to increase the total installed hydropower 
capacity to 420 gW by 2020, with conventional hydropower at 350 gW and 
pumped-storage power stations at 70 gW. during the 12th Five-Year Plan period, the 
total installed capacity of all hydropower projects increased by 160 gW. 

The PrC has some of the largest hydropower plants in the world (Table 3), including 
the Three gorges hydropower plant with a capacity of 22.5 gW (Box 6). extra-large 
hydropower plants with a capacity of over 1.2 gW contribute to over 50% of installed 
capacity in the country.

table 3: Hydropower Plants in the People’s republic of china,  by capacity 

Scale of Hydropower Station Number Installed Capacity (gW)

Large, type i (≥ 1.2 gW) 56 154.86

Large, type ii (≥ i MW and <1.2 gW) 86 51.78

Medium (≥ 1 MW and <300 MW) 477 52.42

Small, type i (≥ 10 MW and <50 MW) 1,684 34.61

Small, type ii (<10 MW) 19,887 33.62

Installed capacity (<500 kW) 24,568 5.59

Total 46,758 332.88

 
kW = kilowatt, MW = megawatt, gW = gigawatt.
Source: Ministry of Water resources (2013b).
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box 6: the three Gorges Hydropower Plant

The Three gorges dam is a hydroelectric dam that spans the Yangtze river 
by the town of Sandouping in Yiling district, Yichang, hubei Province. The 
hydropower plant is the world’s largest power station in terms of installed 
capacity (22.5 gW). The dam is 181 meters high and 2,335 meters long. it 
has created the Three gorges reservoir, which has a surface area of 1,045 
km2 and extends upstream from the dam for about 600 km (g.S.r. Murthy, 
K.g. Murty, and g. raghupathy, 2014).

The plant was completed and fully functional as of 4 july 2012. in addition 
to producing electricity, it is intended to increase the Yangtze river’s 
shipping capacity and reduce flood risks by increasing water storage during 
the wet season. 

 

Power Generation of the Three Gorges Dam 
Three gorges is the world’s largest capacity hydropower station with 34 
generators—32 main generators, each with a capacity of 700 MW, and 
two smaller generators with 50 MW each. of the 32 main generators, 14 
are installed on the north side of the dam, 12 on the south side, and the 
remaining six are in the underground power plant. The expected annual 
electricity generation is over 100 TWh. in 2014, the electricity generation 
of the Three gorges hydropower plant (98.4 TWh) exceeded the total 
electricity generation of the Philippines.

gW = gigawatt, km = kilometer, km2 = square kilometer, MW = megawatt,  
TWh = terawatt-hour. 
Source: https://en.wikipedia.org/wiki/Three_gorges_dam.
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role of Pumped-storage Hydropower in the Prc’s electricity system

Pumped-storage hydropower (PSh) plants (Figure 24) can play an important role 
in providing the required flexibility to the generation supply mix in the PrC, and 
particularly in the northern part of the country, in facilitating wind power absorption, 
and in reducing wind power curtailment. The operating principle of PSh plants is 
fairly simple. The plants store electrical energy in the form of gravitational potential 
energy of water stored at a higher elevation compared with the lower reservoir. This 
potential energy is converted to electricity by releasing the stored water through 
turbines to the lower reservoir during the time peak period when the marginal cost 
of electricity is high. The water is pumped back from the lower reservoir to the upper 
reservoir when the marginal cost is low or when there is surplus electricity generation.

The majority of existing pumped-storage plants are physically connected to natural 
river systems (usually on a tributary of a river), and the operation of the PSh plant 
disrupts the natural flow of the river. as water is recycled in PSh plants between the 
upper reservoir and the lower reservoir, the plants do not require large-scale water 
storage or water diversion as in the case of conventional hydropower. however, 
water flows downstream of the PSh plant may still be affected by the operational 
requirement of the plant. 

a relatively recent approach to designing PSh plants is to locate the reservoirs in areas 
that are physically separated from river systems. These projects are termed “closed-
loop” pump storage because they have minimal or no impact on river systems. By 
avoiding existing complex aquatic systems, these types of PSh plants have the potential 
to greatly reduce the most significant aquatic impact associated with hydropower. 
after the initial filling of the reservoirs, the only additional water requirement is minimal 
operational makeup water to offset evaporation or seepage loss. 

figure 24: schematic Diagram of Pumped storage Hydropower Plant
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By the end of 2012, the cumulative installed capacity of PSh in the PrC had 
reached 20.7 gW, with eight PSh plants amounting to 8.9 gW under construction 
(Chen and Bai, 2013). it is important to note that only 5.9 gW (28.5%) of the PrC’s 
installed PSh capacity and 1.2 gW of PSh capacity under construction are in the 
three northern regions, where more than 87% of the PrC’s wind power capacity is 
located. Since these northern provinces predominantly depend on coal power and 
the presence of a larger share of coal-fired ChP plants, the PSh plants can play 
a significant role in reducing wind power curtailment by increasing the flexibility 
of the power system. it is, therefore, necessary to have an appropriate regulatory 
regime and incentive structure to encourage investments in PSh plants in the 
province with high wind power penetration. 

Hydropower Development in the Prc: Major Issues

The energy development Strategy action Plan (2014–2020) issued by the State 
Council in 2014 highlights the importance of increasing the share of clean energy 
in the PrC’s energy mix. however, hydropower development, in particular the 
construction of large dams, has adverse environmental and ecological impact. 
historically, the exploration of hydropower in the PrC did not fully take into account 
its impact on the environment and on ecosystems.

Disruption of ecosystem continuity. hydropower development usually disrupts 
the natural flow of water in a river system because of the construction of dams and 
weirs, as well as the diversion of water. Sedimentation levels are affected, as sediment 
tends to accumulate in reservoirs and deprives downstream areas of sediment 
flow. Seasonal flooding can also be reduced and the fertility of floodplains may be 
affected. in addition, hydropower dams can cause the complete drying of riverbeds 
downstream of the dam unless small amounts of water are released from the bottom 
of the dam to maintain the ecosystem’s integrity (gulbenkian Think Tank on Water 
and Future of humanity, 2013). Some hydropower plants developed in the PrC in the 
past did not provide for this. 

Effects on aquatic life and biodiversity in river systems. The construction of 
high dams and large reservoirs can also change the water temperature and level of 
dissolved oxygen, leading to a stratification phenomenon with variations in water 
quality at different levels. The water released from the bottom of the reservoirs 
tends to have a lower temperature and low levels of dissolved oxygen, which may 
affect the aquatic life downstream of the dam. The construction of dams may also 
disrupt fish migration along the river systems and prevent spawning, resulting in a 
drastic reduction of the fish population and extinction of endangered fish species. 
on the other hand, the reservoirs built for hydropower may provide opportunities for 
commercial aquaculture. 

Environmental impact during construction. The submersion of vegetation during 
the impounding process may result in short-term water quality deterioration and 
eutrophication, as well as the release of climate change–causing methane into the 
atmosphere. Cleaning the reservoir bed of biomass before it starts the impounding 
process can keep this from happening. The construction of hydropower plants 
likewise results in quarrying, soil borrowing for fillings, and disposal of construction 
waste. Terrestrial animals and the local environment may be affected. For this reason, 
the project developers and contractors must take appropriate precautions. 
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Effect on rural indigenous communities. The formation of man-made reservoirs 
may also result in inundation of forestland and farmland, as well as cultural relics, 
and may require the resettlement of rural communities. Some of the affected 
communities may consist of socially vulnerable groups of indigenous peoples 
with unique sociocultural practices, especially in southwestern PrC, in provinces 
such as guangxi and Yunnan. it is necessary to restore the livelihoods of affected 
communities in a culturally sensitive manner without adversely affecting their 
traditional cultural norms. The government has issued specific policies and guidelines 
for the resettlement of people displaced by hydropower development in the 1990s, 
increasing the compensation payments and subsidies to affected people. 

ensuring the sustainable Development of Hydropower

hydropower remains a vital and significant source of electricity generation without 
contributing to climate change or to air pollution. hydropower is also an indigenous 
source of energy and enhances the energy security of the PrC. however, hydropower 
has certain harmful environmental and social effects and must be developed in 
a sustainable manner. identifying the harmful impact at the planning stage and 
introducing appropriate remedial measures would make it economically and 
technically feasible to develop further the remaining hydropower resource in the 
PrC in an environmentally and socially sustainable manner. Some of these remedial 
measures are as follows:

Strategic approach to hydropower development at river basin level. it is necessary 
to take a river basin–wide approach to hydropower development and undertake 
integrated planning with regard to hydropower development in a river basin. The 
water use profile of the river basin, competing uses of water, and the need for a 
minimum flow to maintain the ecological integrity of the river basin should be taken 
into account in deciding on the development strategy of hydropower. a strategic 
environmental assessment (Sea) or cumulative environmental impact assessment at 
the river basin level is also recommended to identify the environmental impact of the 
cascade development of hydropower in the river basin.

The Sea may recommend keeping certain sections or tributaries of the river free from 
hydropower development and identify the river sections for hydropower development 
with the least impact on the environment. The Sea allows selection criteria to 
optimize the configuration of hydropower plants to minimize impact, including the 
effects on biodiversity hotspots and the fragmentation of sensitive ecosystems, and 
guidelines for operating the hydropower cascade to balance the conflicting objectives 
of maximizing electricity generation, minimizing the impact on the aquatic ecological 
environment, and meeting the water demand of different users. 

Environmental and social considerations prioritized in the design of hydropower 
plants. as hydropower can have significant and long-lasting environmental impact, 
a comprehensive environmental impact assessment is critical. hydropower projects 
that affect sensitive biodiversity hotspots and the spawning grounds of endangered 
fish species, and deprives local communities of water resources by diverting river 
flows, should be avoided. at the same time, possibilities for win–win solutions should 
be explored by promoting hydropower projects with multiple benefits, such as flood 
control, irrigation, and secure water supply, in addition to electricity generation.
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Some project-specific measures to be incorporated in the design of hydropower 
projects are:

•	 Measures to enable fish migration. Fish migration aids for upstream and 
downstream migration at dam structures give migrating fish species access 
to their habitats and spawning grounds. The design of these structures must 
take into account specific hydraulic requirements and fish behavior.

•	 Measures to ensure ecological flow. To preserve the river ecosystem in 
the event of significant water diversion or abstraction for hydropower, an 
ecologically optimized river flow reflecting ecologically important aspects 
of the natural flow regime, including a relatively constant flow and more 
dynamic flow at certain periods, must be maintained downstream of the dam 
or water extraction point for hydropower.

•	 Measures to ensure sediment transport. Sediment is deposited 
upstream of a dam and in a reservoir, resulting in a reduction in sediment 
flow downstream of the reservoir. This adversely affects the ecological 
function of sediment in downstream sections of the river, such as stabilizing 
the riverbanks and maintaining the fertility of alluvial flood plains. it is also 
necessary to extract the sediment to maintain the storage capacity and flood 
protection capacity of the reservoir. The hydropower plant operators need to 
carry out reservoir flushing at regular intervals in a controlled manner.

•	 Measures to minimize hydro peaking. hydro peaking, defined as the 
fluctuation of the downstream water level with a change in the output of a 
hydropower power plant, must be kept within certain limits to reduce the 
adverse impact. The mitigation measures may include controls on ramping 
rate, the building of downstream regulatory ponds, the improvement 
of riverbank structures, and the coordinated operation of hydropower 
cascades.

benefit-sharing with local communities and ecological compensation. The 
upper watershed of river systems containing hydropower plants must be protected 
to ensure the long-term sustainability of the hydropower development. degraded 
watersheds cause heavy flows of sediment, which may fill the reservoirs quickly. 
on both commercial and sustainability grounds, it makes sense for hydropower 
developers to allocate a certain share of their revenues for ecological sustainability, 
terrestrial and aquatic wildlife protection, water quality improvement, and watershed 
protection. This may be implemented in a socially inclusive manner by involving the 
local communities and compensating them for investing in watershed protection.

Water–Energy Nexus in the People’s Republic of China and Emerging Issues
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Modern water supply systems consist of extracting water from water sources, 
transferring the water directly to an end user (e.g., irrigation) or to a treatment plant 
when higher-quality water is required (e.g., for urban water supply), distributing the 
treated water to consumers, and treating the wastewater after use and before it is 
discharged into the natural environment. it may also be possible to recycle the used 
water after treatment, before it is eventually discharged into the environment. every 
step in this water cycle involves a considerable amount of energy. While energy is 
required to transfer water from a lower elevation to a higher elevation, energy can be 
produced when water is transferred from a higher to a lower elevation using gravity, if 
hydropower plants are built (Water in the West, 2013).

energy for Groundwater extraction 

although little or no energy is required to gain access to surface water, the energy 
consumed in the course of extracting water from underground sources can be 
significant, depending on the depth of the groundwater source. With increasing 
groundwater extraction from deeper aquifers in northern PrC due to the lowering of 
the water table, energy consumption for groundwater extraction is likely to increase. 
The major users of groundwater in the PrC are small-scale farmers (for agriculture), 
industries, and public water utilities (for residential and commercial uses).

given the large number of groundwater users, especially in agriculture, it would be 
difficult to regulate and accurately estimate the energy consumption for groundwater 
extraction. There is also a great deal of variation in types of groundwater pumps, ranging 
from electric and diesel power to solar pumps (Water in the West, 2013).

although the PrC does not subsidize electricity and diesel for groundwater extraction, 
the extent of groundwater extraction and associated energy consumption is showing 
an increasing trend on account of water shortages in northern PrC. The energy 
requirement of groundwater extraction depends on the depth, type of pump, pumping 
efficiency, and volume of extraction. intensive groundwater extraction is causing the 
further deepening of the groundwater level (L. Xi, L. jie, and Z. Chunmiao, 2016).

electric, diesel, and manual pumps are used for groundwater extraction in the PrC; 
only diesel and electric pumps require energy. Wang et al. (2012) investigated pumps 
in 366 villages and found diesel pumps account for 24% of groundwater extraction; 
electric pumps, for about 76%. diesel pumps have a pumping efficiency of about 15%; 

chapter 6 

energy for Water
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for electric pumps, the pumping efficiency is about 40%. estimates based on these 
assumptions place average energy consumption at 0.433 kWh/m3,11 and total energy 
consumption for groundwater extraction at 40 terawatt-hours (TWh)/year. 

surface Water conveyance and Distribution

in view of the disparity in water availability and water demand in the PrC, especially 
the water scarcity in northern PrC and the relative abundance of water supply in 
southern PrC, long-distance water transfer is seen as an option for addressing water 
shortages (Box 7). Local surface and groundwater resources for rural communities 
are being depleted as urbanization proceeds, the commercial and industrial sectors in 
northern PrC expand, and megacities thrive. The growing water demand is unlikely to 
be met from nearby water sources. 

Water transfer systems consist of reservoir networks, canals, tunnels, pumps, 
and hydropower plants. historically, gravity was used as the source of energy 
for water transfer from higher to lower altitudes and there was no need for an 
external source of energy. Modern water transfer systems depend on external 
sources of energy, primarily electricity, since gravity alone is no longer sufficient. 
nevertheless, the elevation difference between the source and the destination is an 
important determinant of energy intensity of a water transfer system. geographic 
characteristics determine whether a particular system is a net energy consumer or a 
producer. Sometimes there is a conflict between whether the available water should 
be stored for future use at a reservoir, or if it could be released for use in hydropower 
plants (Water in the West, 2013).

 
box 7: the south–North Water transfer Project 

in the People’s republic of china

The South-north Water Transfer Project is the world’s largest interbasin water 
diversion project. Planned for completion in 2030, its aim is to eventually 
divert 45 bcm of water annually from the Yangtze river in southern PrC to the 
more arid and industrialized north through three canal systems (South–north 
Water Transfer Project office). The central routes and the first phase of the 
eastern route have started operation, while the western route is still in the 
planning stage (South–north Water Transfer Project office, 2015). 

11 according to Wang et al. (2012), the total groundwater pumped for irrigation was 
estimated at 93 bcm.
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three routes of the south–North Water transfer Project

The eastern route is based on the course of the grand Canal. Water 
from the Yangtze river will be pumped by 13 stations along the grand 
Canal to the dongping Lake and then delivered to Tianjin and the 
Shandong Peninsula through aqueducts. energy is required to raise the 
transferred water by 65 meters. 

 

 
 
schematic diagram of water pumping along the eastern route from 
Yangtze river to tianjin 

Meng and Wang (2005) estimated the electricity cost for the eastern 
route at CnY0.22/m3 (2005 electricity rate: CnY0.5/kWh). The energy 
consumption of 0.44 kWh/m3 is 5–10 times higher than that for pumping 
water from a nearby river or reservoir. With regard to energy intensity, the 
south–north water transfer system in the PrC could be comparable with 
that of brackish water desalination.

bcm, billion cubic meter, kWh = kilowatt-hour, m3 = cubic meter. 

Energy for Water

Besides energy consumption in water extraction and long-distance transfer, urban water 
distribution systems also consume energy. The amount of energy consumed during 
distribution depends on the topography and size of the city, the population, and per 
capita water consumption. 

Variable-speed-drive pumps, which are more efficient at low loads, can reduce 
electricity consumption in water transfer and distribution. Using larger-diameter 
pipes and lining the pipes to reduce the frictional losses of water distribution can 
also decrease electricity consumption. in addition to reducing the total electricity 
consumption, the contribution of water pumping to peak electricity demand can be 
lowered by doing it during off-peak times. 

The energy consumption for surface water conveyance and distribution depends on 
the hydraulic design, the length of the conveyance system, and the height difference 
between the water source and the point of use. While interbasin water transfer 
systems, such as SnWT in the PrC consume up to 0.45 kWh/m3, simple water 
conveyance schemes may require only 0.10 kWh/m3. on average, about 0.15 kWh/m3 
is required for water supply from surface water sources in the PrC (gao, 2012).The 

Source: Scott Moore (http://www.brookings.edu/research/papers/2013/02/water-
politics-china-moore); and Ministry of Water resources. 
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total energy consumption for surface water conveyance of 495 bcm is in the range 
of 80 TWh, with water supply for the agriculture sector consuming about 50 TWh, 
compared with about 40 TWh for extracting just over 93 bcm groundwater. 

Desalination and energy consumption 

northern PrC is increasingly resorting to desalination as a solution to water shortages 
in coastal regions. Total desalination capacity increased from 10,000 m3/ day in 2000 
to about 925,000 m3/day by 2014 (State oceanic administration, 2015), and 112 
desalination plants were built in the PrC in 2014. The desalination plants in the PrC 
are in nine coastal provinces (Fujian, guangdong, hainan, hebei, jiangsu, Liaoning, 
Shandong, Tianjin, and Zhejiang). The government expects to increase its desalination 
capacity to 3 million m3/day by 2020, including a massive desalination plant of 1 million 
m3/day to supply a third of the water requirement of Beijing. The northeastern cities of 
Qingdao and Tianjin are also expanding their desalination capacity. 

Desalination technologies

thermal systems. These rely on boiling water in a partial vacuum (low 
pressure) at a temperature below 100°C. Thermal systems require energy 
in the form of electricity to maintain the low pressure and the pumping as 
well as thermal energy. Most desalination plants using thermal systems are 
adjacent to thermal power plants to allow the use of waste heat from the 
plants. There are two main thermal methods:

•	 Multistage flash distillation. hot water is passed through a series 
of chambers, each with a lower pressure than the previous one to 
cause flash evaporation. Water boils at a lower temperature in each 
successive chamber and the steam is condensed in cooling tubes to 
produce freshwater. 

•	 Multieffect distillation. This method is somewhat similar to 
multistage flash distillation except that the saline water is preheated 
with the steam produced at later stages of the process. Multieffect 
distillation systems operate at a lower temperature than flash 
distillation.

Membrane systems. This is the most popular desalination technology, 
with an energy requirement lower than that of thermal systems. Membrane 
systems entail more pretreatment of saline water than thermal systems.

•	 reverse osmosis is the most common membrane-based 
desalination technology. Semipermeable membranes are used 
to retain salts and let water through. Pressure differences are 
maintained across membranes with the help of high-pressure 
electric pumps. The requisite pressure difference, as well as the 
electricity consumption, increases with the salinity of water. reverse 
osmosis is suitable for water with total dissolved solids of more than 
3,000 parts per million.

•	 electrodialysis. instead of using pressure to force water through 
the membrane, this method uses an electric field to attract charged 
ions across the membrane, leaving the desalinated water behind. 

Source: Williams and Simmons. 2013. www.bp.com.
(Water in the West, 2013)

Water–Energy Nexus in the People’s Republic of China and Emerging Issues
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Energy for Water

desalination is the most energy-intensive water option, with an energy requirement 
ranging from 3 kWh/m3 to 18 kWh/m3 (Wen et al., 2014). The energy requirement 
for desalination depends on the salinity and temperature of the water and on the 
desalination technology adopted. energy costs range from 35% to 50% (PUB) of the 
total cost of desalinated water. Brackish water is a mixture of freshwater and seawater, 
more saline than freshwater, but less saline than seawater. Therefore, the desalination 
of brackish water is usually less energy-intensive than the desalination of seawater 
(Water in the West, 2013).

The dominant desalination technologies deployed in the PrC are reverse osmosis 
and multieffect distillation (Med). about 65% of the plants use reverse osmosis, 
and 35% use Med. desalination capacity in 2014 was 600,000 m3/day for reverse 
osmosis, and 320,000 m3/day for Med.

Membrane processes are less energy-intensive than thermal processes (Table 4 
and Box 8). The energy requirement of membrane systems depends on the quality 
of the water treated. highly saline seawater needs more energy to desalinate than 
brackish water, which has low salinity. The energy consumption of thermal systems, 
on the other hand, does not depend on water quality.

The higher energy intensity of thermal processes is due to the high energy 
requirement for evaporation. Using waste heat from ChP plants can reduce the 
cost of energy. Because of its relatively low temperature requirement, Med can be 
powered by waste heat or recovered process heat to lower electricity consumption.

table 4: energy requirement of Different Desalination technologies 

 Technology
Electrical Energy 

(kWh/m3)
Thermal Energy  

(Mj/m3) 

Thermal

Multistage flash 
distillation

2.5–5 70–280

Multieffect 
distillation

1–3 32–72

Membrane

reverse osmosis 
(seawater)

2.2–8.5 not required

reverse osmosis 
(brackish water)

1.0–2.5 not required

kWh/m3 = kilowatt-hours per cubic meter, Mj/m3 = megajoules per cubic meter.
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box 8: energy consumption in Water supply for Qingdao

Qingdao, in the southern part of the Shandong Peninsula, has a population 
of 8.7 million people, 65% of whom are urban residents. it is one of the 
coastal cities suffering from severe water stress. Qingdao has a water 
resource availability per capita of 171 m3, less than that of many water-
scarce Middle east countries. The long term sustainable water supply 
potential from local water sources is only 1.1bcm consisting of —0.64 bcm 
of surface water and 0.46 bcm of groundwater resources. This total is 
less than Qingdao’s projected water demand by 2020, which is expected 
to reach 1.48 bcm, with industry contributing 20%, agriculture 33%, and 
domestic use 39% (Wen et al., 2014). Several options for meeting the 
projected demand have been considered.

Water supply from local surface water bodies. in 2011, water supply 
from local rivers contributed 66% (about 0.8 bcm) of Qingdao’s total water 
supply, exceeding the sustainable level of surface water use.15 after the 
water extraction from local rivers, water it is conveyed to water treatment 
plants, thus using the advantage of natural height differences in elevation. 
in 2013, the average electricity consumption in the course of water 
extraction from local surface water sources and its distribution and delivery 
was about 0.43 kWh/m3 (Wen et al., 2014).

 
energy requirement of Water supply for Qingdao, by Water type
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Water supply from interbasin transfers. Qingdao receives 100 m3 from 
the Yellow river, and is also expected to receive up to 300 m3 from the 
Yangtze river by 2020, as part of the South–north Water Transfer Project. 
The energy consumption for water transfer from the Yellow river to Qingdao 
is 0.7 kWh/m3. Future transfers from the Yangtze river (South to north 
Water Transfer Project) are expected to consume 0.76 kWh/m3. The total 
energy consumption for water supply from the Yangtze river, including water 
treatment and distribution, will range from 1.1 kWh/m3 to 1.2 kWh/m3. 

Water supply from groundwater sources. groundwater in Qingdao is used 
mainly in irrigation and as drinking water for livestock. only a small amount 
is put to municipal, domestic, and industrial use. Water extraction from 
groundwater consumes about 0.40 kWh/m3 of energy if the water is to be 
used only in agriculture (no water treatment is required), and 0.78 kWh/m3 if 
it is intended for municipal uses (requiring water treatment).

Water supply from desalination. Qingdao meets part of its water demand 
through the desalination of seawater. The two reverse osmosis desalination 
units in Qingdao consume 3.5 kWh/m3–5 kWh/m3 of energy. as the salinity 
of brackish water in Qingdao is only about 25% of seawater salinity, the 
energy consumption for brackish water desalination is only about 1 kWh/m3. 

Water supply from recycled water. The recycling potential of water used in 
Qingdao’s residential and commercial sectors is estimated at 0.36 bcm. The 
energy consumption of water treatment for reuse depends on the treatment 
process, the required quality of recycled water, and the degree of pollution of 
used water. The treatment of urban wastewater using biochemical treatment 
processes consumes about 0.8 kWh/m3. 

bcm = billion cubic meter, kWh/m3 = kilowatt-hour per cubic meter. 
Source: Wen et al. (2014).

energy for Water treatment 

given the wide range of contaminants, such as dissolved chemicals, animal waste, 
pesticides, and naturally occurring substances, no single treatment process serves all 
water treatment needs. at the same time, most urban water supply systems treatment 
processes do not distinguish between drinking water and water used for other purposes. 

The energy required for water treatment depends on the extent of pollution of the 
water source: the cleaner the water, the less treatment and energy are required. 
The water treatment process usually involves rapid mixing with alum, iron salts, 
and polymeric materials for flocculation and coagulation to separate dissolved and 
suspended particles and form them into larger aggregates that can be removed; settling 
in a sedimentation tank; oxidation with chlorine to kill pathogens and break down 
organic pollutants; and filtration through gravel and sand filters. groundwater can 
usually be treated with simple chlorination for disinfection (Water in the West, 2013).

in addition to these simple treatment processes, chemically contaminated water 
sources may require additional treatment, including ph adjustment to remove acidity 
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� Figure 6.1
Generalised layout of water treatment plants showing main energy inputs

BP Water Handbook
Figure 6.1 (10 April 2013)
Draft produced by ON Communication
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	Figure 6.1

Schematic flow diagram for a generic water treatment plant with indications of where energy is used with the number of symbols indicating 
the proportion of energy used in individual processes.  The upper part of the diagram shows how surface water is treated prior to 
distribution. The bottom left shows the treatment of groundwater, again prior to distribution. Input water quality, local legislation and the 
availability of investment will determine which elements of this system will be employed (not to scale). 

Supply from surface water

The EPRI[12] reports the energy intensity for  
surface water supplied by public utilities in the US as 
0.37kWh/m3.  

Approximately 8% of this represents energy for 
pumping water to the input of the facility and 80–85% 
is for distribution to end-users. The remainder of the 
energy used is for the addition of chemicals, mixing, 
sedimentation and transport of water within the facility.

Examples below illustrate the variability of reported 
electricity use for water treatment. Some may include 
input and output pumping, and different levels of 
treatment:

● 0.025kWh/m3 (US average) [12–13].
● 0.41–0.8kWh/m3 (Canada – includes input pumping; 

range includes differences in plant size – large 
(>5,000m3/day) to small (<5,000m3/day))[14].

● 0.04–0.31kWh/m3 (New Zealand – report states 
treatment processes only) [15].

figure 25: schematic flow Diagram of Different stages of Water treatment

note: The upper part of the diagram shows the treatment of surface water before distribution; the lower part shows the 
treatment of groundwater.  
Source: William and Simmons (2013). www.bp.com.

or alkalinity; removal of ions and other dissolved substances through the addition 
of ion exchange resins or through electrode ionization; membrane filtration; ozone 
disinfection; and ultraviolet disinfection (Figure 25). These processes, especially 
membrane filtration, ozone disinfection, and electrode ionization, are much more 
energy-intensive (0.5 kWh/m3–1 kWh/m3) than more traditional water treatment 
methods (less than 0.5 kWh/m3). The average energy consumption for water 
treatment in the PrC is about 0.3 kWh/m3.

The PrC’s total freshwater withdrawal is 610 bcm, about 375 bcm of this for 
agriculture and 48 bcm for the cooling of thermal power plants. Water used for these 
purposes requires minimum or no treatment. only water for residential (61 m3) 
and commercial/industrial uses (131 m3) needs to be treated before use (Figure 
25). about 56 TWh of energy is consumed for the treatment of residential and 
commercial/industrial water.
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energy for Wastewater treatment

The release of polluted water into natural water bodies has emerged as one of the 
most serious environmental issues facing the PrC. Wastewater treatment, unless it 
is for recycling used water for human consumption, differs from water treatment, as 
the objective of wastewater treatment is to prevent the release of harmful substances 
into natural water bodies. Large water users, such as industries, power plants, and 
large commercial establishments, are required to have in-house facilities for treating 
wastewater before it is discharged into municipal systems or natural water bodies 
(Figure 26). These wastewater treatment facilities may use different processes to 
remove chemical pollutants specific to the industry concerned. however, nonpoint 
water users, such as residential users and farmers, usually release the used water into 
public wastewater systems without treatment.

6 Energy in water systems | 99 

Wastewater treatment

The eradication of cholera from Victorian London, as a 
consequence of the pioneering sewage system of Joseph 
Bazalgette in the late 19th century, and the reduction of 
massive pollution in Lake Erie, North America, in the 
1970s, are examples of why wastewater treatment is so 
important. Early treatment plants were powered by steam, 
often fuelled by methane produced from the effluent they 
were treating. Such fuel sources are being rediscovered,  
as concerns about methane emissions and energy 
requirements increase, along with increasing standards  
of purification.

Municipal treatment plants have to cope with waste 
from domestic and industrial sources. The former, 
although entering any given plant from a multitude of 
sources, tends to have a relatively consistent quality. 
Industrial waste varies dramatically and, in many 
countries, legislation is in place that creates a level 
playing field for the economic costs of treating waste 
to an acceptable standard before discharging it into the 
municipal system. As a result of such regulation, large 
industrial complexes, such as refineries and mines, have 
developed sophisticated treatment plants that treat 
water to a sufficiently high quality for it to be discharged 

directly into watercourses. In this section, the waste 
treatments and their associated energy requirements are 
described from the perspective of a municipal setting. 
Industrial waste may need different systems to cope with 
the pollutants in the waste stream and, although these 
vary widely, it is reported by the EPRI[12] that, typically, 
industrial treatment requires one and a half times the 
energy of municipal waste.

Agricultural waste presents more complications, since 
it is not a point source and it is difficult to treat as an 
outflow. As a result, more rigorous water supply treatment 
is often needed to deal with agricultural pollutants.

Treatment processes

The aim of wastewater treatment is to create an effluent 
clean enough that can be recycled back into the water 
supply, pumped to industrial or irrigation use, or 
discharged back to the environment. Solid, chemical and 
biological contaminants have to be removed in a series  
of processes, all of which require energy input, mainly 
involved in driving pumps and stirrers (see Figure 6.5).

� Figure 6.7
Energy in wastewater treatment

BP Water Handbook
Figure 6.7 (19 June 2013)
Draft produced by ON Communication
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Schematic flow diagram for a generic wastewater treatment plant. The broadening arrow on the right-hand side indicates the cumulative 
need for energy with additional treatment steps. Local legislation for outflow quality and the availability of investment will determine which 
elements of this system will be employed (not to scale). figure 26: schematic Diagram of a Municipal Wastewater treatment Plant

UV = ultraviolet. 
Source: William and Simmons (2013). www.bp.com.

Wastewater treatment is closely related to the extent of the pollution and the 
standards set for the effluent quality to be discharged into natural water bodies or for 
the recycling of treated water. Wastewater is treated in the following stages:
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•	 Primary treatment consists of sedimentation to remove large suspended 
debris and sludge that have settled to the bottom of sedimentation tanks, and 
the skimming of floating material. no energy is required.

•	 Secondary treatment removes organic matter and remaining suspended 
particles through biological treatment. This is carried out by microbes and 
requires aeration with oxygen. The provision of oxygen for these biological 
processes is the most energy-intensive part of secondary water treatment. 
The wastewater can also be digested anaerobically (in the absence of oxygen) 
by microorganisms to produce biogas (a mix of oxygen and methane). energy 
may be needed to maintain the optimal temperature, but this requirement 
can be offset by the use of biogas to produce electricity in ChP plants.

•	 Tertiary treatment, usually applied when wastewater is recycled for human 
consumption, can be highly sophisticated and energy-intensive. it may involve 
chlorine and ozone disinfection, ultraviolet disinfection, and depth filtration, 
among other advanced treatment technologies. 

as an energy-intensive industry, the wastewater treatment sector in the PrC has 
witnessed a sharp growth in energy consumption in recent years, particularly since the 
implementation of stricter water quality and wastewater standards following the 11th 
Five-Year Plan period (2006–2010). Because of the increase in the volume of wastewater 
treated and the higher standards set for effluent water quality, the total energy 
consumption of the PrC’s urban wastewater treatment plants in 2014 was triple the 2007 
level, and energy consumption per ton of wastewater treated was 14% higher.12 energy 
consumption is one of the largest expenses in wastewater treatment plant operations, 
generally accounting for 60%–90% of operation and maintenance costs.13 

The energy requirement of wastewater treatment is associated with a range of factors, 
such as treatment capacity, inflow water quality, effluent quality, treatment process, and 
operating mode. Most of the energy is used in aeration, pumping, and sludge treatment. 
With the requirement for effluent water quality becoming increasingly stricter, the 
wastewater treatment sector must constantly retrofit or upgrade its technology, often 
leading to an increase in energy consumption. efforts to improve energy efficiency in this 
sector will, therefore, have an important role in reducing ghg emissions.

according to the Ministry of housing and Urban–rural development, in 2014 there 
were 3,998 urban wastewater treatment utilities in operation across the PrC, with a 
designed treatment capacity of 160 million m3 per day. 

as of 2014, the average energy consumption of wastewater treatment plants in 
the PrC was around 0.27 kWh/m3, and energy efficiency was 14% higher than in 
2007. in addition to technology and scale, the energy requirement of a wastewater 
treatment facility depends on geologically related variables, such as average annual 
temperatures and precipitation (W. Mohammad et al., 2016). The average energy 
consumption of wastewater treatment facilities in southern and central PrC is 
relatively low, at 0.21 kWh/m3 and 0.22 kWh/m3, respectively (X. Fu and L. Zhong, 
2014). however, the PrC is still far behind the developed countries in terms of energy 
efficiency in wastewater treatment.

12 estimated according to the national information System of Wastewater Treatment.
13 Zhou hao Chang. Discussion on Issues of Energy-Saving, Cost-Reducing and Means of 

Realization of Urban Wastewater Treatment Plant .

Water–Energy Nexus in the People’s Republic of China and Emerging Issues
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addressing energy consumption in Water supply: Policy 
Implications and challenges 

although the water sector’s share of electricity consumption in the PrC is only 
about 4%, the electricity consumed accounts for a significant share of water supply 
and wastewater treatment and can be as high as 25%–40%. energy consumption 
by the water sector depends on the volume of water supplied, water supply options 
and technologies adopted, and the operating efficiency of water supply and water 
treatment facilities. Therefore, measures such as water conservation, water loss 
prevention, efficient use of water in agriculture and irrigation, and water recycling will 
reduce energy consumption in water supply.

The government has set targets for improving the efficiency of water use in irrigation 
and industry, to be achieved by 2020 and 2030, and an overall cap on water 
withdrawal (Three red Lines). reaching the irrigation water efficiency target will 
reduce irrigation water demand by 63 bcm (more than the total amount of water 
withdrawn for energy production). The water leakage rate in urban water supply in 
the PrC was estimated at 17% in 2011. This implies that 17% of the energy consumed 
for water extraction, treatment, and distribution that year was lost (L. Xi, L. jie, and 
Z. Chunmiao, 2016).

achieving this level of improvement in water conservation requires concerted efforts 
by many stakeholders and appropriate incentives from the government, backed by 
regular monitoring. appropriate water tariffs and a market-based water right allocation 
regime may have to be established. Water recycling, which generally consumes less 
energy than groundwater extraction and long-distance water transfer, can also reduce 
energy consumption in water supply. however, the prevailing incentives are not 
adequate to promote the required level of investment in water recycling. 

energy consumption for water pumping is the main component of energy 
consumption in water supply. Therefore, pumping efficiency, not only for groundwater 
extraction but also for surface water conveyance, must increase if energy efficiency in 
water supply is to improve. in addition, energy intensity for water treatment (including 
desalination and wastewater treatment) can vary significantly depending on the 
technology used and the quality of feed water, and on water quality standards for 
effluents. Water quality standards should be set at appropriate levels to minimize 
energy consumption in water treatment (L. Xi, L. jie, and Z. Chunmiao, 2016).

energy consumption in water supply depends on the choice of water supply source. 
For instance, groundwater extraction, long-distance water transfer, and desalination 
are more energy-intensive options compared with the use of treated surface water 
or water recycling. although the selection of water supply source is based on 
water resource availability, greater attention must be paid to selecting the water 
supply source that requires the least amount of energy, since energy accounts for a 
significant proportion of water supply cost and that share is likely to increase further 
in the future. in assessing different water supply options, the lifetime cost of energy, 
including externalities, must be taken into account (W. Mohammad et al., 2016).
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challenges 

Water resources in the PrC are unevenly distributed. in contrast with the water-rich 
south, parts of northern PrC, including heavily populated urban regions like Beijing, 
are under severe water stress. The country must also deal with the inefficient use 
of water in agriculture and the serious water pollution in most rivers in northern 
PrC. Moreover, the energy sector, especially coal-fired electricity generation, is a 
significant contributor to freshwater withdrawals (about 10%), and coal mining is 
responsible for much of the groundwater pollution in some areas of the country. 

according to the World resources institute’s Baseline Water Stress China Map 
(Figure 4), 9 out of 13 provinces14 where key national energy bases are located face 
high or extremely high water stress, and over 50% of total proposed power-generation 
capacity under the 12th Five-Year Plan, 77% of synthetic natural gas production 
capacity approved in 2013, and the country’s shale gas reserves are all in water-
scarce regions. rapid urbanization, climate change, industrialization, and agricultural 
production will exert increasing stress on the shrinking “water pie.” 

opportunities 

The government of the PrC, at the highest levels, is committed to promoting 
“ecological civilization,” which calls for prioritizing natural resources conservation 
and protection while shifting economic growth onto a more resource-efficient, 
greener, and low-carbon path. The efficient and sustainable use of water, the most 
fundamental element of life and growth, is a core objective. in the past, the PrC 
depended on energy, and coal in particular, to underpin its rapid economic growth. 
But now there is an urgent need to decouple economic growth from increased use 
of carbon-intensive energy (Y. Che and Z. Shang, 2015). 

The government already acknowledges that the current energy- and water-
intensive economic structure is unsustainable over the long term because of the 
deteriorating air quality attributed to fossil fuel use—the PrC’s contribution to 
climate change—water stress in northern PrC, groundwater depletion, and water 
quality issues. it has, therefore, taken steps to reduce the PrC’s dependence on 
fossil fuels, and is promoting energy and water conservation, water recycling, and 
improvements in water use efficiency. The close links between the water and 
energy sectors, and the increased emphasis placed by the authorities on ecological 
civilization, provide opportunities to minimize the impact of energy production, 
conversion, and consumption on water supply in a more holistic way. 

chapter 7 

conclusion

14 The 13 energy provinces are anhui, gansu, guizhou, hebei, heilongjiang, henan, iMar, 
ningxia, Shaanxi, Shandong, Shanxi, XUar, and Yunnan. 
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Integrate water and energy planning at the macro level. Traditional water and energy 
sector investment planning in the PrC is fragmented and poorly coordinated. energy 
planners tend to consider water as a resource available to the energy sector, and pay 
scant attention to the impact of such resource use on other water users. They assume 
that energy sector development makes a greater contribution to overall economic 
development. Water stress, especially in the energy-rich but water-poor northern PrC, 
has worsened as a result; other sectors, especially agriculture, have been deprived of 
adequate water supply; and energy sector development has been suboptimal. 

The PrC, on the threshold of achieving upper middle-income status, must take a 
more balanced approach to allocating its limited water resources among the different 
sectors, including energy. The ecological civilization concept and its goal of balanced 
and sustainable development based on resource conservation already provide the 
necessary political space. interministerial coordination is needed to derive the most 
benefit from integrated water and energy sector planning. decisions about energy 
supply options and the location of large energy-producing or energy-processing 
plants, such as coal bases and coal chemical plants, could thus be made after due 
attention is paid to the availability of water resources and the impact of their use in 
the energy sector on other water users. 

a policy document issued by the Ministry of Water resources (MWr) prescribes 
water use efficiency and water discharge standards for proposed coal bases and 
directs coal power plants at those bases to submit their water allocation plans for 
approval. This approach, however, deals with water use implications at the level of the 
individual power plant or coal base, not at the macro level, where decisions are made 
regarding whether these coal bases should be developed and where. The PrC must 
also critically assess how shale gas development or the aggressive promotion of CTL 
and coal-to-gas options will affect the water sector. The choice among water supply 
options, such as desalination, water recycling, and long-distance transfer, could 
similarly be made on the basis of their impact on energy consumption and in relation 
to water conservation.

Policy makers in the PrC should gain a better understanding of the water–energy 
nexus; develop or encourage research into decision-making tools for managing the 
water–energy nexus; strengthen integration and collaboration among water and energy 
authorities through dialogue and coordination, including the creation of a high-level 
political body for water management similar to the national energy Commission; and, 
under high-level government leadership, draft a plan for coordinating activities related 
to water–energy nexus management undertaken by the different ministries.

Strengthen the capacity of water sector regulatory bodies with respect to large 
energy enterprices. Traditionally in the PrC, energy sector investments were given 
priority in water allocation as energy has been considered as a key input to sustained 
economic growth and industrial expansion. Water sector regulators (provincial 
units of the MWr) have traditionally granted favorable treatment to energy sector 
investments in water allocation because the investments, usually made by large 
state-owned enterprises, generate economic benefits and tax revenues for local 
governments. This explains the presence of a large number of coal mines, coal power 
plants, and coal chemical industries in water-stressed regions of the country despite 
their significant water requirement. 

Water is allocated to energy sector projects at the time the project feasibility 
studies are approved by the provincial water regulators. By then the decision to 
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develop a particular energy sector project has already been made as part of a 
national plan, and the provincial authorities have no choice but to allocate water to 
the projects. however, following recent calls to consider the impact of the projects 
on water resources, the approval of water allocation has become contingent 
on project compliance with water use efficiency standards set by provincial 
authorities, including the use of dry cooling for coal power plants, and with 
wastewater discharge requirements. Those requirements were made, for example, 
in the regulation on Water resources assessment for Large-Scale Coal-Power 
Bases (issued in late 2013) and the policy paper on coal-to-gas and coal-to-liquid 
project planning (issued in 2014).

The government could further empower provincial water regulators, especially 
in water-stressed regions, to strictly enforce water use efficiency standards in 
existing as well as new energy sector activities, and to facilitate investment in 
water conservation in return for the transfer of water rights from existing water 
users. The regulators must be encouraged to give greater attention to optimizing 
water use in energy projects, and to concern themselves not only with how much 
water is needed for energy production but also with the likely sources of water and 
ways of easing competition with alternative uses. Such regulatory empowerment 
throughout the energy development process, from mining (e.g., coal, shale gas, 
petroleum) to final energy production (e.g., coal-to-chemical, power generation), 
will help mitigate the associated water stress. 

Strengthen efforts to diversity the energy supply mix away from coal. The 
government is aware of the need to reduce dependence on coal to meet energy 
demand. Coal-based electricity generation and the use of coal in various industrial 
processes have been the biggest causes of air pollution and the PrC’s contribution 
to climate change. Coal mining and the use of coal for electricity generation and 
chemical processes also have the largest share in industrial water withdrawal 
and water consumption and is a major cause for groundwater pollution. Water 
withdrawal and consumption by the coal industry in several provinces have become 
unsustainable, and are likely to damage ecological integrity in the long run. 

although the government intends to reduce the share of coal in primary energy 
supply to 62% by 2020 from 66% in 2014, and is likely to set a cap on annual coal 
consumption at 4.2 billion tons by 2020, much more is needed from the government, 
especially at the provincial level, to reduce the dependence on coal. improving energy 
efficiency, reducing the energy intensity of the economy, and increasing the share 
of renewable energy and natural gas in the PrC’s energy supply mix can reduce coal 
consumption, and the PrC has made commendable progress in this regard since 
2006. But it must exert stronger efforts in the future. 

Faced with overcapacity in coal mining, the government should give serious thought 
to decommissioning coal mines and banning coal-fired power generation altogether 
in regions suffering from extreme water stress. it has already made the adoption of 
dry-cooling technology a precondition for the establishment of new coal power plants 
in those regions. even coal power plants with dry cooling, however, require water for 
scrubbing and air pollution control. in addition, over 45% of existing coal power plants 
are in water-stressed regions. These plants will have to be converted to dry cooling or 
decommissioned as the PrC diversifies its energy supply mix away from coal.

Several provinces, such iMar , Shaanxi, and Shanxi, depend on coal mining, 
coal-based electricity generation, and coal chemical industries for much of their 
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economic output and employment generation. reducing coal production and coal 
consumption could significantly disrupt the economic structure of these provinces. 
The government may have to provide fiscal subsidies to coal-dependent provinces to 
manage the economic cost of industrial transformation. 

Improve energy efficiency in water supply. The PrC’s water sector requires 
innovative management to integrate and incorporate energy considerations. an 
energy (carbon) accounting system can be established in the urban water sector. 
recent Wri analysis shows that existing wastewater treatment plants in the cities 
can reduce their energy consumption by 30%–50% if they adopt proper energy 
management measures. The PrC can also build a sludge-to-energy system to 
recover energy from wastewater and sludge. according to the Wri, biosolid 
digestion can reduce ghg emissions by 95% compared with the conventional 
landfill approach. Priority can also be given to water conservation, rainwater 
harvesting, and water recycling, which are less energy- and capital-intensive than 
water supply options like desalination, long-distance water transfer, and extraction 
of groundwater from deep aquifers

Continue efforts to apply economic instruments and market-based mechanisms 
in water resource allocation. Water resources and water services are still not being 
properly valued and priced in the PrC, which was regarded as part of reasons of 
low efficiency in water use. The PrC introduced pricing instruments into water 
management in the late 1980s, and has expanded their use from the pricing of 
hydrologic services to the pricing of water supply and wastewater treatment. But 
despite calls from the government for deeper water tariff reforms, local authorities, 
concerned about the likely reaction of the public, have been slow to implement 
tariff regulations. The underpricing of water resources or water services undervalues 
them and prevents water users from being truly concerned about water scarcity 
and increased water risks, and from improving water use efficiency. in view of the 
relatively low cost of water supply in the energy sector, water tariffs applicable to 
the energy sector can be substantially increased to encourage water conservation in 
energy sector activities. 

in addition to setting appropriate water tariffs, the PrC reintroduced the water 
right (trading) approach into water resources management by selecting seven pilot 
provinces in 2014. Water use rights and wastewater discharge rights could be awarded 
to energy production and other water users in advance of future trading among these 
users. The trading system is expected to lead to more efficient and economical use of 
water. But, in the absence of regulations and management measures, such a trading 
system is still a remote possibility. The PrC should invest significantly in research and 
policy development to make up for this weak regulatory and policy environment. 

Invest more in water and energy data collection infrastructure. over the last 
decade, the PrC has made important efforts to develop the necessary infrastructure 
for energy data collection and disclosure. however, there is still a lack of reliable data 
on water withdrawal, consumption, and discharge in energy production and on energy 
consumption in water supply. This lack of reliable data has diminished opportunities 
to harness the synergies in the water–energy nexus and prevented decision makers 
and planners from making optimal choices in water and energy sector development 
(j. daqian and r. anuradha, 2015). 
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a clear understanding of the water–energy nexus is crucial to an adequate 
response, and it depends on the availability of timely data related to the water–
energy nexus. during the 13th Five-Year Plan period (2016–2020) and beyond, the 
PrC should establish a reliable and transparent data acquisition and disclosure 
system for water and energy data, including real-time geographic information 
system-based monitoring.
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ENERGY–WATER NExuS

Water–energy nexus in the People’s republic of China and emerging issues

Water and energy are both valuable resources and indispensable for human society and 
economic development. By nature, water and energy are interlinked. Water plays a critical 
role in the generation of electricity for cooling of thermal power plants and in hydropower, 
as well as in the production of fossil fuels such as coal; energy is required to treat, distribute, 
and for wastewater treatment. Choices made in either of the sectors may have unintended 
and often negative implications on the other sector. This report analyzes the trade-off 
between the two sectors in the context of the People’s republic of China and proposes 
recommendations to ensure that the choices made are sustainable in the long run. 
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