Disclaimer:
The views expressed in this document are those of the author, and do not necessarily reflect the views and policies of the Asian Development

Bank (ADB), its Board of Directors, or the governments they represent. ADB does not guarantee the accuracy of the data included in this
document, and accept no responsibility for any consequence of their use. By making any designation or reference to a particular territory or
geographical area, or by using the term “country” in this document, ADB does not intend to make any judgments as to the legal or other status

of any territory or area.

POLICIES ON
AGRICULTURAL WATER
PRICE IN CHINA

Development Research Center of the Ministry of Water

Resources of P.R.China, Wang Guanjun
22 June, 2016



Main Contents

|. Reform Process of Agricultural Water Price in China

1. Methods and Achievements of Comprehensive Pilot

Reform of Agricultural Water Price

I11. Comprehensive Reform Policies for Agricultural

Water Price

V. Experience and Learning from Reform of Agricultural

Water



|. Reform Process of Agricultural Water

Price in China



(1) The vital importance of agricultural irrigation in China is determined

by special geographical climate conditions.

Affected by land-sea contrast and topography, China is of obvious monsoon climate.

Blocked by plateau and tall
mountains, monsoon hardly can
reach northwest inland areas,
resulting in less precipitation.

Controlled by
monsoon for a long time, /

southeast  regions

more percipitation.

summer

The NE-SW oblique line from Huma of
Heilongjiang Province to southeastern
boundary of Tibet is generally in
conformity  with average  annual
precipitation 400 mm contour.

have




The arid and semi-arid
regions with less
percipitation account for
53% of national territorial 207
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The humid and semi-humid regions with more
percipitation account for 47% of national territorial area;
however, the process of water consumption is not
completely synchronous with precipitation process.
Irrigation is a necessary measure to guarantee normal
airgcultural production.




China is a country requiring implementation of full-scale
Irrigation. Irrigation is the permanent theme of water
conservancy development in China.  «
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Between 598 B.C and 591 B.C, the first storage work for

Irrigation, Quebel, was constructed in China.
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In 256 B.C., the earliest diversion water project without dam
for irrigation, the Dujiangyan Irrigation System, was
constructed in China, which has been operated for 2272 years
so far.




For over 60 years, the effective
irrigation area in China increased
from 0.24 billion Mu in 1949 to 0.97
billion Mu, among which the area of
water-saving irrigation project
reached 0.44 billion Mu.
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(I1) Long history of beneficial farmers’ participation In
management engineering and sharing of irrigation cost and
constant adjustment & improvement of water price policy

along with the development of economic society 2016

Opinions of the General
2008 4 Office of the State
Council on Promoting of

Comprehensive Reform
.. of Agricultural Water
2002 A Initiate Price
___ 1 the pilot
Incorporated reform
1985 in price
4 ‘ management

Cost accounting,
Before 1984 payment per Mgu and
settlement in
' currency
Share as per Mu
(household) and

settlement in crops




Il. Methods and Achievements of
Comprehensive Pilot Reform of

Agricultural Water Price



Through years of practice and research, systematic methods
are fostered and abundant experiences are accumulated,
supporting the government in drafting of Opinions of the
General Office of the State Council on Promoting of
Comprehensive Reform of Agricultural Water Price.
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O Clarify the agricultural water right

Water right will be : _ Water right will be
distributed to OQe]l[v)" distributed to farmer water

: : utilization cooperation
household in 40 pilot organization in 40 pilot

projects. projects.

» Water right transaction is conducted
between farmers in some pilot projects;

» The water saved by water consumers shall
be repurchased with extra expense by
Irrigation district management unit in some
pilot projects.




O Reform of project property right

Rural Water
Utilization

Cooperation
Organization

Small Right S:lérnac: r;:](iaélectlve
Irrigation and confirming organization

drainage —
engineering Certificate

property right presentation . .
New operating entities

Farmer Household

Entrustment _
Professional company

Engineering
repair and
maintenance




O Perfect the formation mechanism of water price

The agricultural water price shall generally reach the cost
level of engineering operation and maintenance.
Yuan | Before After
Reform

Reform

0. 25

0. 196

0.2 - 0.176
91% 93%

0.15 -

0. 102
01 - 0. 092

0.05 -

Water price of food crops Water price of economic crops



O Carry out precise subsidies and water-saving

Incentives in multiple forms

Two

Categories

Offer subsidies to water After the raising of water
supply management unit
and Farmer Water
Utilization Cooperation offered to farmers with
Organization for
engineering operation
and maintenance to share guota.
some water utilization

cost with farmers.

price, subsidies shall be

water utilization within the




O Regulate the construction of Farmer Water

Utilization Cooperation Organization

Engineering

construction

Play a
positive
role

Water
metering

and
charging




O Construction of channel system of final

stage and metering facilities

\
4800KM of
cor?s?[mc):/ted Instglgl?)t(i)gn of Metering of
and reformed . ground water
channel metering irrigation to
facilities all households

system of
final stage

J




O Significant benefits from water-saving

The average water saving per Mu is 110m3; the irrigation
cycle Is averagely shortened by 20%,; the agricultural
production capacity is averagely increased by 15% and the

average annual income per Mu is about 50-200 Yuan.



O Form a batch of typical examples of reform

Mode of negotiated pricing: Dangyang of Hubei, Luliang of Yunnan;

Mode of financial subsidies for backbone projects and feedback of terminal

water expense to farmers: Changsha of Hunan;

Mode of open operation and precise awards & subsidies: Suyu of Jiangsu,

Xianyou of Sichuan;
Mode of introduction of social capital: Shangyi of Hebei, Yuanmou of Yunnan.
Mode of circulation of water right: Mingin of Gansu, Binchuan of Yunnan.

Mode of regional promotion: Liangzhou and Gaotai of Gansu.



Ill. Comprehensive Reform Policies

for Agricultural Water Price



(1) Reform ldeas

Comprehensive

Measures

Overall
Planning for
Demand and

Implementation Supply

from two aspects

Act According to
Circumstances



(11) Reform Targets

Construct a sound
formation mechanism of
agricultural water price in
10 years, which can
reasonably reflect water
supply cost, benefit water
saving and innovation of
system & mechanism
concerning farmland water
conservancy and adapt to
investment and financing

system;

The agriculture water price generally reaches the
cost level of operation and maintenance;

The control and quota management of total
agricultural water consumption shall  be
Implemented universally;

Basic establishment of sustainable precise subsidies
and water-saving incentives;

Advanced agricultural water-saving technologies
and methods shall be applied universally;

Realize optimization and adjustment of agricultural
planting structure;

Stimulate the transformation of agricultural water
utilization mode from extensive type to intensive

type;



(111) Reform Tasks
[0 Consolidate the basis for reform.of

Realize metering and water supply

angCUItu ral Water prlce Doukou or below in backbone

projects in medium and large
irrigation area;

Perfect water «  Detail the metering unit according

supply and to management demand in small

meterin irrigation area and final-stage
g channel system;

facilities «  Metering of ground water to each
well or household;

indicators efficiency and engineering
, effectiveness of system
Transaction & water supply
Repurchase * Perform
engineering

maintenance

Innovate » Reform the
terminal water administrative system

management
methods

Adjust agricultural
planting structure

Promote water-saving
technology

» Encourage participation
by social capital




O Establish and perfect formation mechanism of
agricultural water price

» Government pricing for backbone projects while negotiated
pricing for other projects;

« Principally speaking, the water supply price shall reach or

G_rading gradually reach to the cost level of operation and maintenance;
Ol g[MONOTEIR  for regions with water scarcity and high withstanding by users,
WENCI@ol gl  the agricultural water price can be lifted to the full cost level.

Oor economic Crops and aquacu

A ol water consumption or higher added value shall be
P higher than price of other types.

ways to _ _ _
implement The cost of ground water in overexploited area is
classified higher than local surface water.
water price

Gradually implement progressive surcharges system
Gradually beyond the quota.

promote Implement two-part water price or wet and dry
multi-level season water price;

water price




O Establish precise subsidies and water-saving
Incentive mechanism

« Establish precise subsidies mechanism
water considering the water-saving effect, range of
price adjustment and financial power;

pre%isstsglljlggi av [ Subsidy standard shall be determined by the difference
Rogviomsr R4 between consumption within quota and cost of _
agricultural operation and maintenance, particularly subsidize grain
water farmers with water consumption within the guota;.

« According to water saving amount, reward scaled
operators, farmer water utilization cooperation
Establish organization and farmer households who take measures
water-saving to save water and adjust plantation structures, so as to

incentive improve awareness and motivation of users for positive
mechanism water saving.
Multi-channel _ _
fund raising Plan the finance to arrange relevant funds and capitals.
for precise
subsidy and

water-saving
incentive



(1V) Progresses In various regions

General Office of
Hebei provincial
government
printed and
distributed
Implementation
Opinions on
Promoting of
Comprehensive
Reform of
Agricultural
Water Price

Yunnan

General Office of
Yunnan provincial
government
printed and
distributed
Circular
concerning
Speeding Up the
Promotion of
Irrigation and
Water Conservancy
Reform Pilot
Experience

Compiles the
implementation
scheme for
comprehensive
reform of
agricultural water
price; five counties,
namely Jinta County,
Ganzhou District,
Yongchang County,
Yuzhong County and
Jingyuan County, are
selected to promote
pilot experience.




V. EXxperience and Learning from

Reform of Agricultural Water



(1) Perfect policies and regulations systems as

the guarantee

Policies and regulations systems for
agricultural water price

Common Constitution

Measures for
Price
Administration

Opinions of the
y ]
Law egulati General Office of the
State Council on
Farm Promoting of

P rice LaW Comprehensive Reform
of Agricultural Water
Price

of Water Supply

of Water
Engineering/

Laws Administrative Regulatory Regulations
laws and regulations  documents



O Laws

Metering charge and progressive surcharges system for water

consumption beyond quota shall be implemented.

User with utilization of water supplied by water engineering
shall pay water fee to water supplier according to national

regulations.

Water supply price shall be determined based on principles of
compensatory cost, fair return, high quality & favorable price

and equal bearing.



« The fundamental bases for pricing by operators are cost of production

and operation and market supply & demand.

« The government guidance price and government pricing shall be
established as per social average unit cost and market supply & demand
of products or services, national economic and social development
requirements and social bearing . Implement reasonable purchase and
sale price differentials, wholesale and retail price differentials, regional

price differentials and seasonal price differentials.



O Administrative Laws and Regulations

« The government shall establish reasonable bearing mechanism for operation &
maintenance funds of water conservancy and irrigation.

* Price of irrigation water shall be determined reasonably; implement paid use and
metering charge;

« The price of electricity for agricultural production shall be executed for the power
consumption of farmland irrigation and drainage.

« Enterprises and individuals are encouraged to invest on construction of water-saving
irrigation facilities; encourage procurement of water-saving irrigation equipment via
financial aid;

« The government supports social force to carry out business activities of farmland
water conservancy projects via provision of farmland irrigation services and collection

of water fee to guarantee their legitimate operating earnings.



O Regulatory Documents




O Regulations

« The agricultural water price shall be verified as per product cost
and expense of compensated water, which shall not be included in
profits and taxations.

« Government guidance price shall be implemented for water supply
price of private water conservancy projects, whose development is
encouraged by the government; government pricing shall be
Implemented for price of water supply of other water conservancy
projects;

* Quota management shall be implemented for all water utilization;
progressive price shall be implemented for water utilization
beyond the water quota.



(11) Sound Standard System as the Foundation

O Standard: Accounting Norm and Supervision Methods for

Water Supply Price of Water Conservancy Project
« It stipulates the constitution of water price, production cost, expenses,

profits, taxation and methods for checking of water supply amount as well
as calculation rules for parameters and coefficient;

» |t stipulates methods for sharing of cost and expense of agricultural water

O Standard : maintenance and repairing quota

« Standard of Budget Quota for Maintenance on Water Conservancy

Project

« Budget Quota for Maintenance on Small-Scale Irrigation Works.



(11) Standard System

O Universal template: worksheet template for comprehensive
reform pilot project of agricultural water price

« Clarifies ideas, principles and methods defined for each task;
 Stipulates the plan outline detailing to the third level heading;

 Also applicable to non-pilot areas;



Complimentary Close

Policies on agricultural water price in China are
gradually improved with sound specifications &
regulations and various applicable modes. We
believe, with efforts for another 10 years, the
effect of reform will be more significant, sharable
practices and experience will be extracted and
formed.
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