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ADB Approves US$500 Million
Emergency Aid to Rebuild
Earthquake-Hit Gujarat
NEW DELHI, INDIA—Earthquake-
devastated Gujarat in India will be rebuilt
with the help of a US$500 million emer-
gency loan approved on 26 March 2001 by
the Asian Development Bank (ADB). In
addition, ADB has established an extended
office at Gandhinagar, close to the earth-
quake-affected areas, to ensure prompt and
efficient implementation of the rehabili-
tation project. The loan will support the
state government's efforts to reconstruct
and restore essential infrastructure, espe-
cially in the districts of Kachchh, Jamnagar,
Surendranagar, and Rajkot. About 40 per-
cent of the loan will be for housing needs
and the balance for urban and rural infra-
structure, power supply restoration, and
livelihood rehabilitation.

Dutch Fund to Promote
Renewable Energy
MANILA, PHILIPPINES—The Nether-
lands and the Asian Development Bank
(ADB) agreed in February to set up a Dutch
Cooperation Fund to promote renewable
energy and energy efficiency. The Govern-
ment of the Netherlands has contributed
an initial sum of US$6 million to the Fund,
which will be administered by ADB. The
Fund may also finance activities involving
the abatement of greenhouse emissions and
access to treaty-related mechanisms,
including the Global Environment Facil-
ity and Clean Development Mechanism.

ADB Investment in Thai Recovery
Fund to Spur Small- and
Medium-Sized Enterprises
BANGKOK, THAILAND—The Asian
Development Bank (ADB) signed on
27 March an agreement in Bangkok to
invest in a US$50 million Thai Recovery
Fund to finance small- and medium-sized
enterprises in Thailand. ADB's equity stake
in the Thai Recovery Fund will be up to
25 percent of the total fund size.

ADB is joining colead investors Japan
Bank for International Cooperation (JBIC),
Kreditanstalt für Wiederaufbau (KfW) of
Germany, and State Street Corporation of
the United States. The Fund will invest in
companies that are expanding or restruc-
turing and, to a limited extent, in start-up
companies. n

NEWS BRIEFS

New Strategy for the Pacific

The Asian Development Bank (ADB)'s
new Pacific strategy, which was ap-
proved on 20 March 2001, will focus

on helping Pacific developing countries
streamline their public sectors and boost
private sector investment.

"Our next phase of reform support will
concentrate on public sector efficiencies and
private sector promotion. These are critical
areas that will create more jobs and raise
incomes and the quality of life," says ADB's
comanager of Pacific operations, Cedric
Saldanha. He notes that the first phase of
reforms in the 1990s focused on macro-
economic stability and good governance,
following the fiscal crises many countries
faced in the early 1990s.

The new strategy responds to five key
challenges in the Pacific nations: vulnerabil-
ity due to remote locations and a narrow
resource base, and susceptibility to natural
disasters and global markets; political insta-
bility and poor governance; limited skilled
human resources; sociocultural factors
that affect politics and productivity; and
inadequate physical, technological, and
financial sector infrastructure for sustain-
able growth.

ADB will adopt four strategic objectives:
continuing support for economic, gover-
nance, and public sector reform; promot-
ing private sector development; encour-
aging a more active role for women in
social, economic, and political spheres; and
supporting environmental management.

In addition, ADB will support strength-
ening capacity for governance, economic
management, and public services; improv-
ing physical and information technology
infrastructure development; strengthening
financial sector management; and enhanc-
ing the role of civil society.

Robert Siy, also comanager of ADB’s
Pacific operations, says that in dealing with
the wide diversity of the Pacific developing
countries, ADB will apply its overall strategy
selectively as follows.

In the countries that are resource-rich
but have poor growth and high population
rates, such as Papua New Guinea, Solomon
Islands and Vanuatu, the strategy will focus
on governance, public sector reform, and
poverty reduction through social and  infra-

structure investments. In the more eco-
nomically advanced countries with a
higher skills base, moderate resource
potential and relatively low poverty, such
as Cook Islands, Fiji Islands, Federated
States of Micronesia, Samoa, and Tonga,
the strategy will promote private sector
growth through policy reform and physi-
cal and financial sector strengthening.

In the island atolls of Kiribati, Marshall
Islands, Nauru, and  Tuvalu, which are
severely disadvantaged by their small-
ness, isolation, and weak resource base,
the strategy will establish and expand
trust funds to support the sustainable fi-
nancing of basic services. It will also sup-
port niche markets for tourism and a
sustainable use of marine resources.

ADB's strategy also underscores the
importance of regional cooperation to
collectively reap the benefits of econo-
mies of scale. ADB is currently support-
ing regional cooperation in fisheries, air
transport, financial sector restructuring
(including addressing money launder-
ing), public sector management, and gov-
ernance. In addressing these challenges,
ADB is working closely with other donors,
particularly Australia, Japan,  New Zealand,
United Kingdom, United States, European
Union, and other multilaterals. n

Download your copy of the Pacific strat-
egy from http://www.adb.org/
Documents/Policies/Pacific_Strategy

BRIGHTER FUTURES: ADB’s new strategy
will help improve the quality of life for
many Pacific islanders.
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JAPAN FUND

NEW HOPE
FOR THE
POOR
The Japan Fund for Poverty Reduction (JFPR) can
turn innovative concepts into actions—with impact

These are examples of some innovative
and community-based projects being sup-
ported by a new instrument in the Asian
Development Bank's fight against poverty,
the Japan Fund for Poverty Reduction
(JFPR).

JFPR is an investment grant fund
financed by the Japanese Government that
will significantly help ADB reach its goal
of decreasing by half the proportion of
poor people in Asia and the Pacific by
2015. The trust fund was established in
May 2000 with 10 billion yen (US$90
million), and an additional contribution
is expected.

As Shoji Nishimoto, Director of ADB's
Strategy and Policy Department, notes,
"ADB welcomes JFPR for the opportunity
it provides to pilot test innovative and tar-
geted poverty reduction approaches that
may be built into future loans." Signifi-
cantly, JFPR projects also offer ADB more
opportunities to work with nongovernment
organizations (NGOs). NGOs will be the

E nabling Indonesian street girls—often victims of abuse and
prostitution—to return to a safer and more stable environ-
ment. Improving living conditions for squatters in the
Philippines who live in hazardous locations by railway tracks

or on a mountain of refuse. Providing pit latrines for poor urban dwell-
ers in Papua New Guinea to reduce widespread waterborne disease.
Raising awareness of HIV/AIDS to prevent its spread in the Greater
Mekong Subregion. Promoting better nutrition for poor mothers and
children in the Central Asian republics.

main partners in implementating the
recently approved JFPR projects.

Proposals for JFPR funding must meet
certain criteria. They should
• have a direct impact on poverty reduc-

tion for the poor communities and
individuals;

• show innovative conceptual links to
existing ADB loans;

• promote maximum civil society
involvement, including implementa-
tion through NGOs;

• guarantee sustainable poverty reduc-
tion impact at the household and macro
levels; and

• not replace traditional ADB or govern-
ment financing.

New Dimension for Poverty Reduction
Japan, one of ADB's two largest sharehold-
ers (with the United States) is a stalwart in
the fight against poverty. It is the largest
contributor (with a share of approximately
one third) to ADB's concessional lending Ri
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window, the Asian Development Fund.
Japan finances two other funds: the Japan
Special Fund, which provides technical
assistance as grants to borrowing mem-
bers to prepare projects, and the Japan
Scholarship Program, which supports ad-
vanced studies of students from around
the region.

JFPR is a boost for ADB's Poverty
Reduction Strategy, approved in Novem-
ber 1999, which aims to help the 900 mil-
lion people in Asia and the Pacific who
subsist on US$1 a day or less.

While community involvement is essen-
tial to a successful project, it is easier to
achieve this in some countries than in
others. It is, for example, easier in the
Philippines, where NGOs are interna-
tionally recognized as professional part-
ners in community development. In
countries such as the People's Republic
of China and Viet Nam, the concept of
such alliances is new.

JFPR projects require new ways of doing
business with stakeholders at community
level, and ADB's Strategy and Policy
Department is tasked with integrating it
into ADB operations.

Japanese Finance Minister Kiichi
Miyazawa, while announcing the pro-
posal of the JFPR at ADB's 33rd Annual
Meeting in Chiang Mai, Thailand in May
2000, highlighted the broad vision for
JFPR. "This Fund aims to provide grants
in relation to ADB's loans to reduce pov-
erty, and also to support capacity-
building efforts. By drawing upon this
Fund, we hope that ADB's loans for pov-
erty reduction will become even more
effective," he said.

Currently ADB staff are actively work-
ing on dozens of JFPR proposals, of which
the ADB President and Board have already
approved five projects amounting to
US$7.5 million (see table).

Experiences Shared
One of the earliest JFPR projects, Assisting
Girl Street Children at Risk of Sexual Abuse
in Yogyakarta, Indonesia, provides an ex-
ample of a joint ADB-community effort.
Girls make up 20 percent of Indonesia's
170,000 street children and the project
provides counseling and health and medi-
cal care. NGOs implement the project
with the involvement of local govern-
ment. The Ministry of Health and Social
Welfare may replicate the Yogyakarta pilot

JFPR Projects Approved by ADB, 31 Mar 2001
             Amount

Country             JFPR Project                  (US$ Million)
Indonesia Assisting Girl Street

Children at Risk of
Sexual Abuse 1.0

Philippines Supporting the Sus-
tainable Livelihood
for the Poor 2.8

Philippines Upgrading for 
Vulnerable Slum
Communities of
Payatas 1.0

Philippines Relocation of Vulnerable
Slum Communities
of Muntinlupa 1.0

Papua Low-Cost Sanitation,
New Community Awareness,
Guinea and Health

Education Program 1.7

Total  7.5

JAPAN FUND

REGAINING DIGNITY: JFPR helps street
children in Indonesia (above).

LASTING OPPORTUNITY: Community infra-
structure makes livelihoods sustainable.
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project in other urban centers. “It was
based on findings of the social mapping
survey in 1999 of 12 cities under the Social
Protection Development Project/Program
for Indonesia that showed 20 percent of
street children were girls, but programs
for street children were concentrated on
boys. As a subgroup, the girl street chil-
dren face special problems, especially
their greater vulnerability to sexual ex-
ploitation,” explains Kus Hardjanti,
ADB's officer for this project. “This con-
dition nurtured the idea to develop a pro-
gram that is exclusive to girl street
children.”

The tragic avalanche of garbage of
10 July 2000 in Payatas, Metro Manila,
Philippines, led to two JFPR projects for
the urban poor: On-Site Integrated Urban
Upgrading for Vulnerable Slum Communi-
ties of Payatas and Off-Site Relocation,
Shelter, and Urban Services for Vulnerable
Slum Communities of Muntinlupa. NGOs

with excellent track records that have
been active in these areas for years took
the lead in designing the projects. The
designs are based on intensive consulta-
tions with beneficiaries and NGOs,
incorporating the lessons learned from
similar projects.

The major thrust of the projects is
security of land tenure for the urban poor
and the provision of basic services. The
projects include self-help housing using
community labor, and a package of social
services. The experience of these projects
will help ADB prepare much larger assis-
tance programs.

In Papua New Guinea, a municipal
services loan is complemented by a JFPR
project that provides sanitation to poor
urban settlements in remote areas. It also
promotes education on the relationship
between hygiene and waterborne dis-
eases. The project will be implemented
through local governments and NGOs. n

SELF-HELP HOUSING: Vulnerable slum
communities will be assisted through JFPR.

JFPR is a boost for ADB's
Poverty Reduction Strategy

For more information about the
Japan Fund for Poverty Reduc-
tion, E-mail jfpr@adb.org

Bert van Ommen

Be
rt

 v
an

 O
m

m
en



ADB REVIEW, April–June 2001   7

WEB WATCH BRIGHT IDEAS

Penelope Price
External Relations Officer

Lots of new and exciting things have
been happening with the web site of
the Asian Development Bank

(ADB). Most noteworthy is that this year
marks the first time ADB will operate its
web site from the Annual Meeting venue.

From 7 to 11 May, please visit
http://www.adb.org/AnnualMeeting/2001
for regular updates on what is happening in
Honolulu. We plan to post daily highlights,
media briefings, keynote speeches, gover-
nors' statements, seminar papers, and
photographs.

An on-line survey will be on the web
site two weeks before and two weeks after
the annual meeting. Please tell us what you
think of our coverage.

ADB's Philippines Country Office
recently launched its web site. To keep
abreast of our work in the Philippines, please
visit http://www.adb.org/phco The News
and Events section will take you to
speeches made at the inuaguration of the
office by ADB President Chino and
President Macapgal-Arroyo of the Philip-
pines (see story, p. 29).

We have installed a new server with a
much larger capacity. You should notice that
it is much faster to access the site. Our new
search engine, Excalibur, also ensures much
better results from site searches.

More and more people are using the ADB
site: we are now recording more than 4 mil-
lion hits (user movements within the site)
a month. To serve you better, we want to
learn more about your  needs and preferences.
Please complete the brief on-line survey at
the top of the home page. n

Information and communication tech-
nology (ICT) has become a powerful
tool in the fight against world poverty,

and provides developing countries with an
unprecedented opportunity to meet vital
development goals such as poverty reduc-
tion, basic health care, and education far
more effectively than before. ICT provides
a great opportunity for developing member
countries (DMCs) to leapfrog stages of eco-
nomic development.

The Asian Development Bank (ADB)
is committed to help bridge the growing
digital divide and reap digital dividends for
its DMCs, promote development, and close
the gap between the "information rich" and
"information poor." Increased access to
information will allow the less privileged
in society to have wider options and to play
a greater role in determining their future.

An ICT mission statement has been
approved, and an ICT strategy for ADB has
been prepared and is currently under review.
Our strategy aims to explore how ICT could
be harnessed to accelerate ADB's over arch-
ing goal of reducing poverty in Asia and the
Pacific. It should lay the groundwork for
immediate thinking within ADB and its
DMCs of how to move quickly and credibly
in developing ICT applications and promot-
ing its extensive use. n

Annual Meeting
Goes On-line for
First Time

ICT Mission Statement
Adopted
By Patrik Safran
ICT Coordinator

The Asian Development Bank
(ADB) recognizes that inform-
ation and communication tech-

nology (ICT) is a powerful force in shap-
ing the social and economic devel-
opment of Asia and the Pacific. ADB
must help its developing member coun-
tries (DMCs) benefit from the new op-
portunities created by ICT to reduce
poverty, increase productivity, and fos-
ter social and economic development.
ADB is also committed to help bridge
the growing digital divide and reap digi-
tal dividends with and across its DMCs.

ADB will implement the G8's
Okinawa Charter on Global Informa-
tion Society to ensure that gains from
ICT are used in DMCs to accelerate
social and economic development,
improve governance, and support the
fight against poverty. ADB will assist its
DMCs to develop appropriate policies
that facilitate absorption of the new
technologies; undertake sector reforms
for widespread dissemination and ap-
plication of ICT; support ICT develop-
ment and related infrastructure invest-
ments; strengthen capacity building
and training, and skills development;
and develop strategic alliances to maxi-
mize ICT benefits. n

ICT Mission Statement

IN TOUCH: ICT can provide
people with access to the
information they need.

Tilak Hettige
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By Ian Gill
Senior External Relations Officer

Halving extreme poverty in the
Asian and Pacific region by 2015
is a difficult—but achievable—
goal if reforms are carried out in

policies, programs, and institutions.This
was the key consensus message of the Asian
Development Bank (ADB)'s Asia and
Pacific Forum on Poverty that was held at
ADB's Manila headquarters from 5 to 9 Feb-
ruary 2001.

The Forum brought together more than
300 government officials, academics, non-
government organization (NGO) spokes-
persons, business executives, and repre-
sentatives of multilateral and bilateral
development agencies to debate how best
to address the needs of the poor and work
toward building a consensus on strategies
for reducing poverty.

The worldwide web substantially wid-
ened participation in the debates. The
Forum's web site (www.adb.org/poverty/
forum) includes papers and PowerPoint pre-
sentations and provides an on-line venue
for continuing discussions on poverty issues.

Poverty Reduction Goals on Track
ADB supports the international develop-
ment goals adopted by the United Nations
in the early 1990s, the best known of which
is that of halving the proportion of people
living on less than US$1 per day. The Asian
and Pacific region is the crucial battle-
ground in the fight against poverty because
more than two thirds of the world's poor live
here.

"The good news from the ADB Forum is
that East Asia has already come close to the
target of lifting people above the poverty

Halving Asia's Poverty
Is Achievable By 2015
Halving Asia's Poverty
Is Achievable By 2015

Ia
n 

G
ill

LESSENING
POVERTY:
ADB supports
the goal of
halving the
proportion of
people living
on less than
US$1 per day.
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The Asian Development Bank (ADB)
is finalizing its Social Protection
Strategic Framework to reduce risks

for the most vulnerable groups, including
the unemployed, women, children, the
elderly, and victims of natural disasters, the
Asia and Pacific Forum on Poverty was told.
The paper is due to be discussed by ADB's
Board of Directors in mid-2001.

Asia's financial crisis has underscored
the fact that many groups vulnerable to
economic fluctuations or geopolitical cri-
ses have been seriously affected.

"Asia is a young, rural continent," said
Karti Sandilya, North American Regional
Representative and former Manager of
ADB's Poverty Reduction Unit. "Social pro-
tection programs and policies should be
built to respond to Asia's needs. The region
does not have adequate protection sys-
tems to reduce the impact of shocks on its
population. As a result, risks
will continue to have devas-
tating implications for pov-
erty, inequality, and the
prospects of long-term
growth."

ADB's proposed strate-
gic framework notes that
40 percent of the Asian and
Pacific population is under
19 years old—and many
face poverty instead of jobs
unless sufficient economic
activity is generated. This
predominance of children
and young new entrants
into the labor market be-
tween now and 2015 is a
major demographic issue
that has implications for
education, health, child pro-
tection, labor market policies
for the realization of human
potential, and creation of op-
portunities of self-reliance.

"The development chal-
lenge of the Asian and
Pacific region is to achieve
sufficient pro-poor, sustain-
able growth to secure inclu-
sion of the poor and the
young new entrants in the
development process, " says
the paper.

POVERTY FORUM
line—despite the Asian financial crisis of
1997—and  South Asia is also on track so
far," Brahm Prakash, ADB's Assistant Chief
Economist, told a press conference at the
end of the Forum. He stressed that main-
taining this performance would need con-
tinued economic reforms, social programs,
and improved governance.

The Forum emphasized that poverty is
multidimensional and income is only one
aspect, said Karti Sandilya, ADB's North
American Regional Representative and
former Manager of the ADB Poverty Reduc-
tion Unit. "Other international development
goals focus on human development and
relate to universal primary education, gen-
der equality and empowerment, infant and
maternal mortality, and access to reproduc-
tive health services. Unfortunately, the out-
look on these goals, as well as for
environmental sustainability and regenera-
tion, is much less sanguine," he said.

The Forum also concluded that actions
are needed at different levels. Targeted pro-
grams for poor communities are essential
but should be supported by measures at the
national level. These include budgetary
allocations for basic social services, invest-
ments in infrastructure, and a conducive
policy and institutional framework for pri-
vate sector growth. Asian governments
should also take steps to combat fraud and
corruption, said Mr. Sandilya.

Looking at the Big Picture
The week-long Forum saw top economists
present cases for pro-poor economic growth
at macroeconomic levels. Other experts
gave presentations that addressed regional,
country, and sector issues of policy and pov-
erty reduction.

At the macro level, the Forum drew
attention to the need for reform of the
international monetary and financial sys-
tems. The participants generally agreed
that growth was important for reducing pov-
erty, especially if it created more jobs. But
the degree of inequality also matters, par-
ticularly asset inequality. There is an
emerging finding that the more unequal the
distribution of assets (land, labor, and capi-
tal), the less impact economic growth will
have on poverty. So in countries character-
ized by extreme inequality, an urgent need
exists to improve access for the poor to land,
education, and other assets before growth
will benefit them.

The World Bank's Robert Holzmann
and others highlighted the need for social

The four main challenges facing Asia and
the Pacific are a population explosion, high
levels of poverty and the size of the informal
sector, the inadequacy of most social pro-
tection mechanisms, and the impact of
globalization.

ADB's proposed social protection strate-
gic framework contains five components:
labor market policies and programs, social
insurance programs, social assistance and
welfare services, schemes to protect the
informal sector and rural communities, and
child protection.

“As well as reducing poverty and vul-
nerability, well-designed social protection
programs will contribute to economic
growth through investments in human
capital and increases in the productivity
of the workforce," said Isabel Ortiz, an ADB
economist who specializes in poverty
reduction. n

Social Protection Framework Considered
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REDUCING RISKS: Social pro-
tection is targeted at helping
the unemployed, women,
children, and the elderly.
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protection measures in Asian countries.
Households are vulnerable to loss of income
through illness or death of the breadwinner,
natural disaster, or financial crisis. Enabling
citizens, especially the poor, to withstand
such shocks requires flexible labor markets,
social insurance and assistance programs,
and safety nets.

Ensuring Growth Benefits for the Poor
On the opening day, Nobel Laureate Robert
Mundell argued that Asia needs a common
currency to reduce exchange rate volatility,
which adversely affects growth and
increases poverty. Mundell, Professor of Eco-
nomics at Columbia University, said that
while a single currency was not yet feasible,
Asia would benefit from a parallel currency
like the euro. The required agreement
between Asian economies on a common
inflation rate would need a leadership
that Japan is best placed to provide, noted
Mundell. But he added that Japan needs
to address problems in its banking sec-
tor, a deflation policy, and the world's larg-
est public debt.

 Mundell also said the international
monetary system needs reform. The system
would work better with fewer currency areas
and less fluctuation in exchange rates
among the dollar, euro, and yen areas. He
advocated regional groupings based on
political and economic objectives, as is hap-
pening in Africa and being discussed in Asia
and South America.

Although economic growth is accepted
as an important component in poverty
reduction, Forum delegates agreed there is
a need for more detailed understanding of
growth-poverty reduction linkages and for
qualifying the types of growth and the
environments in which growth translates
into poverty reduction.

On the influence of international trade
on poverty, the World Bank's David Dollar
reported on research showing that develop-
ing countries that reduced trade barriers and
increased trade over the past 20 years have
grown faster. He also pointed out that while
globalization of trade, information and capi-
tal flows raises national income, it does not
benefit the poor proportionately. Thus, open
trade policies need to be complemented
with social protection measures such as
unemployment insurance and food-for-work
schemes.

Economic growth may benefit the rich
more than the poor if a country's assets are
distributed highly unevenly, noted Profes-
sor Michael Lipton of Sussex University.
The same applies to rural growth if mainly
the rich own the assets in the countryside.
Lipton also cited examples where growth
can make things worse for the poor, as when
it causes demand to shift away from labor-
intensive sectors.

Some presenters pointed out that some
structural reforms have an inequitable 
effect on different social strata. For example,
ADB consultant Nanak Kakwani con-

cluded that the Philippine Government's
fiscal policies to reduce poverty benefits the
rich proportionately more than the poor.

At the micro level, it was argued that
while some interventions are beneficial,
they have only limited impact. For example,
the World Bank's Shahid Khandker found
that microfinance benefits poor participants
as well as the local economy but its aggre-
gate impact is small. Thus, large-scale
poverty reduction is not possible with
microfinance.

There was also debate on how best to
assess the impact of various activities on
poverty reduction. Some argued that it is
appropriate for poverty analysis to apply the
same approach as that used in economic
analysis. They urged adding distribution
analysis to calculate the rates of return, or
cost-effectiveness of projects, to different
segments of society, especially the poor.
Others argued that a wide range of factors,
using a variety of methodologies, is required
to assess the effects of numerous poverty
reduction efforts.

Some representatives of ADB's develop-
ing member countries thought the Forum
could have been enhanced had they been
allowed more time to put forward their
views. They were looking for practical solu-
tions on how best to relieve poverty with
limited government budgets, and some
indicated that the papers and presentations
addressed these issues at too abstract a level
to be easily applied. n

Ram Cabrera

NO SAFETY NET: Poor households
are vulnerable to loss of income
through the death or illness of
the breadwinner, natural
disaster, or financial crisis.
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Private sector flows to developing
countries have increased dramat-
ically in recent years.  From about

US$50 billion in the early eighties, devel-
oping countries are now receiving some
US$300 billion from private sources. How-
ever, just 12 countries—and only 5 in
Asia—receive more than 80 percent of this
amount. Power and telecommunications
make up the lion's share.

“The challenge is, therefore, to cata-
lyze funds to those developing countries
and sectors that are not yet benefiting from
these resource flows," said Christine
Wallich, Director of ADB's Infrastructure,
Energy and Financial Sectors Department
and Head of ADB's Private Sector Group.
She emphasized that the private sector can
make investment returns, and at the same
time contribute to development. She told
delegates that the private sector plays a
key role in development and poverty
reduction through the following.

Sustainable job creation. The private
sector contributes to poverty reduction
through growth, employment, and
income generation. Growth creates jobs
using labor—the main asset of the poor.
More importantly, the path out of poverty,
for virtually all who emerge out of pov-
erty, is via earning opportunities in the pri-
vate sector.

Freeing up the budget for social
expenditure. Public infrastructure is often
inefficient and costly; subsidies due to in-
efficient pricing consume as much as
10 percent of all government revenues,
and yet services rarely reach the poor.  Pri-
vate sector provision of power, water,
roads, and telecommunications, allows

public budgets to retarget resources to
social spending and other priorities. And,
the private sector in many countries has a
better track record of reaching the poor than
public utility monopolies.

Public-private partnerships and cre-
ative concession designs. Designing infra-
structure concessions to include "public
service obligations," is an increasingly com-
mon way to make infrastructure services
available to the poor, usually at lower prices.
The winning bidder in Manila's water supply
privatization is providing water connections
to some 68,000 low-income families in slum
areas, previously reliant on costly and un-
safe supply. Such public service obligations
typically reduce the government's conces-
sion revenues but ensure the services pro-
vided. In some cases, concessions have even
been designed so that the concessionaire is
asked to bid for the smallest subsidy to be
paid by government, to induce the service
to be provided.

Private companies as responsible cor-
porate citizens.  Private companies can di-
rectly affect low-income communities and
workers through the way they do business,
and how they deal with social and environ-
mental issues, health and safety, including
labor safety, corruption, and, the local
economy. AES, a US power company and
ADB's partner in several projects, allocates
5 percent of its annual profits to support
community and social projects that benefit
the poor in countries where it operates. In
many countries, private mining and energy
corporations sponsor and finance schools
and health care centers that reach commu-
nities in the remote areas where they oper-
ate and that are unserved by government.

Private Sector and Development  Go Together
Pro-poor privatization. Privatization

and divestment of state-owned assets is
being approached in increasingly novel
and "inclusive" ways, recognizing that
privatization has major distributional
implications. More and more attention is
also being given to how privatization rev-
enues are used. Some countries have used
privatization proceeds to reduce their
costly public debt or to fund social expen-
ditures; or support public pensions, and in
one case even shared revenues with the
population at large via a cash grant.  To
support more equitable outcomes, some
countries have reserved shares for work-
ers or for local communities impacted by
the divestiture. In one other case, all
employees of the newly privatized com-
pany were given stock options—even
the maintenance personnel became
stockholders.

The challenge for ADB and other like-
minded institutions is to encourage maxi-
mum "development impact" from the
private funds flowing into developing
countries. Private investments can deliver
this "development impact" by creating sus-
tainable jobs through growth, employ-
ment, and income generation; freeing up
government budgets to fund social devel-
opment; participating in creative conces-
sion design; acting as responsible
corporate citizens; and being part of a di-
vestment program that is distributionally
equitable.

The fight against poverty requires "soft
hearts and hard heads." The private sector
has a key role to play in helping to create
prosperity and jobs, and to provide ser-
vices that better people's lives. n

The Asian Development Bank (ADB)
has completed governance as-
sessments of four countries and is

finalizing studies in three other countries,
ADB's senior public administration special-
ist, Clay Wescott, told the Asia and Pacific
Forum on Poverty. Governance assess-
ments have been finished for Cambodia,
Lao PDR, Thailand, and Viet Nam and are
close to completion for Bangladesh, Nepal,
and Pakistan. A governance assessment
examines the strength of a government's

ADB'S Governance Assessments
commitment to good governance, includ-
ing sound macroeconomic and financial
management, participatory and pro-poor
economic policies, effective delivery of pub-
lic services, and enforcement of contractual
and property rights. Good governance en-
sures the transparent use of public funds,
encourages growth of the private sector, pro-
motes effective delivery of public services,
and helps to establish the rule of law. Since
the poor depend heavily on basic services in
the public sector—such as basic health and

education—weak governance affects
them the most. Mr. Wescott said donors
are using a dual approach to encourage
countries to improve governance, which
is one of the three pillars of ADB's poverty
reduction strategy. From next year, ADB
is using governance assessments to rate
country performance, and these ratings will
determine its allocation of concessional
loan funds. This should be a powerful in-
centive to improve governance perfor-
mance in a country like Cambodia, where
international donor assistance is equiva-
lent to 14 percent of GDP. n

POVERTY FORUM
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By Ian Gill
Senior External Relations Officer

The Asian Development Bank
(ADB) launched its new long-
term strategy in mid-March to
help the developing nations of

Asia and the Pacific eradicate extreme pov-
erty by 2015. The strategy is embodied in
the document, Moving the Poverty Reduc-
tion Agenda Forward in Asia and the Pacific,
which spells out ADB's plans and 
priorities.

The new strategy is a major reassess-
ment of ADB's goals and policies that two

ENDING
EXTREME
POVERTY

ADB's new 15-year
strategy calls for an all-
out assault on poverty
in line with the Interna-
tional Development Goals
for Poverty Reduction

years ago resulted in the announcement
that extreme poverty for one in four Asians
was an unacceptable human condition, and
that poverty reduction would be the
overarching goal of all ADB activities.
The long-term strategic framework
(LTSF) sets out an agenda for carrying
out ADB’s poverty reduction strategy in
the next 15 years.

To enhance its effectiveness and to
remain relevant to the changing needs of
the region, ADB has continually been
adapting its priorities, assistance modali-
ties, and organizational structure. ADB first
reoriented its operational priorities in the

early 1980s. This was followed by a change
in the 1990s that resulted in more
emphasis on social infrastructure,
projects targeted at the poor, and projects
to improve the environment.

The Asian and Pacific region has con-
tinued to change in profound ways since
ADB formulated its earlier long-term
strategy a decade ago. The context in which
ADB will operate over the next decade or so
will be dramatically different from that of
the 1990s. The challenge of reducing deeply
entrenched poverty in the region remains
more daunting than ever, requiring new
approaches and commitments.

Ram Cabrera
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In Line with International Goals
ADB has integrated its new long-term
strategy with the International Develop-
ment Goals (IDGs), seven broad bench-
marks for reducing poverty worldwide by
2015 that were agreed upon at a series of
United Nations-sponsored world confer-
ences during the past decade.

"ADB has chosen a 15-year time frame
for its new LTSF," says Shoji Nishimoto,
Director of ADB's Strategy and Policy
Department, "because it correlates with the
schedule for achieving the IDGs. ADB has
been playing, and will continue to play, a
large role in helping its developing mem-
ber countries reach these goals."

The IDGs are to reduce the incidence
of extreme poverty by half between 1990
and 2015, achieve 100 percent primary
school enrollment by 2015, eliminate gen-
der disparities in primary and secondary
education by 2005, reduce infant and child
mortality by two thirds between 1990 and
2015, reduce maternal mortality ratios by
three quarters between 1990 and 2015,
expand access to reproductive health ser-
vices to all women by 2015, implement in
all countries a national sustainable devel-
opment strategy by 2005, and reverse the
loss of environmental resources by 2015.

Making the Targets Reality
ADB's agenda for advancing the poverty
reduction strategy recognizes three core
areas of intervention: sustainable economic
growth—broad-based, growth-promoting
activities that promote socially and envi-
ronmentally responsible development;
inclusive social development—invest-
ments in social support programs and for
equity and empowerment, especially for
women and disadvantaged groups; and gov-
ernance for effective policies and institu-
tions—support for public sector manage
ment; legal and judicial reform; public
accountability and procedures to give stake-
holders more effective participation in de-
cision making.

These three core areas are comple-
mented by crosscutting themes to broaden
and deepen the impact of the core poverty
reduction interventions.
• Promoting the role of the private sector

in development, in consonance with
ADB’s  private sector development strat-
egy adopted  in 2000, and including the
mobilization of private sector resources
to address the challenges of development.

• Supporting regional cooperation and
integration for development, to provide
wider development options, address
shared problems, and pool information.

• Addressing environmental sustainabil-
ity, by putting environmental consider-
ations in the forefront of development
planning, and reversing the enormous
and costly environmental degradation
and damage that have already occurred.
The LTSF reflects ADB's position as the

only multilateral bank in Asia and the
Pacific with a regional focus, and will
emphasize ADB's role as a broad-based
development institution.

"The development challenges of the
region are far beyond the capacities of any
one institution," says Mr. Nishimoto. "The
LTSF will enable us to be selective in our
investments and take a long-term approach:
to focus our resources on the things we do
best, and to be more efficient in our opera-
tions."  Greater selectivity in operations will
be accompanied by a much stronger coun-
try and client focus, and this will be
achieved through stronger country leader-
ship and ownership of the development
agenda. n

Read or download the strategy from http://
www.adb.org/documents/policies/lstf

A BRIGHTER FUTURE: Investing in social
support programs is a priority; women and
disadvantaged groups will benefit most.

BUILDING MORE THAN ROADS: Pro-poor
growth can generate income among the
poor and foster equitable development.
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ADB IN ACTION

The roles of private sector, regional cooperation,
and environmental sustainability in development
will be increasingly important in the next 15 years.

The roles of private sector, regional cooperation,
and environmental sustainability in development
will be increasingly important in the next 15 years.
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By Geert van der Linden
Director, Programs Department (East)

A s a regional development bank,
the Asian Development Bank
(ADB)'s effectiveness depends
on how well it responds to

changing development needs in Asia and
the Pacific. As recent events have shown,
circumstances affecting regional economic
performance can change rapidly and fre-
quently in unexpected ways. To maintain
relevance, constant monitoring of the forces
leading to change in the region is critical to
determining the manner in which ADB
should respond.

Changing Socioeconomic Landscape
The 1997 financial crisis was a defining
event for the region. For the five most crisis-

affected countries (Indonesia, Republic of
Korea, Malaysia, Philippines, and Thai-
land), per capita gross domestic product
dropped by an average of 10 percent between
1997 and 1998. Their stock market indexes
more than halved and have since been quite
volatile. The crisis pushed tens of millions
of people into poverty, dramatically revers-
ing the progress previously made.

Has the region recovered from the cri-
sis? Most countries have made a swift eco-
nomic recovery. But its sustainability
depends on factors such as continued struc-
tural reform in the banking and corporate
sector, return of investor confidence, and
political stability. The economic outlooks
of developed countries, particularly those
of Japan and the United States, are of major
importance to the developing countries.
Many countries have not regained social

stability, and some are facing increasing
political unpredictability.

Growing Political Uncertainty
The political stability that provided the
foundation for the unprecedented period of
regional economic growth is over. Political
stability has been at risk in several areas,
including Central Asia, the Indian subcon-
tinent, Indonesia, Philippines, and the
Pacific. Political predictability is down in
many countries, including Indonesia,
Malaysia, and Thailand. As a result, devel-
opment policies and processes have become
more unpredictable.

What affects the region's political out-
look? The lack of robust growth and the
fragile economic recovery have intensified
public frustration with political leadership.
Some countries are seeing a growing nation-
alist sentiment due to the difficult politi-
cal choices needed for recovery. Through
new information and communication tech-
nology (particularly the Internet and cellu-
lar phones), citizens are much more aware,
and are demanding more transparency and
participation in public decision making.
This trend is likely to remain—and
strengthen.

Fostering Regional Cooperation
Since the Association of Southeast Asian
Nations (ASEAN) was created in 1967,
regional institutions have evolved and mul-
tiplied in an attempt to enhance political
and economic cooperation in the region.
Major initiatives include the South Asian
Association for Regional Cooperation
(SAARC), Asia-Pacific Economic Coopera-
tion (APEC), ASEAN Free Trade Area
(AFTA), and ASEAN Regional Forum. The
need for greater regional representation and
identity has arisen in response to rapid glo-
balization and the emergence of other
regional blocs, particularly the North
American Free Trade Area (NAFTA) and
the European Union. In addition, the crisis
led to calls for closer monetary cooperation
and surveillance, as seen in creating the
Manila Framework Group, forming the
ASEAN surveillance process, and expand-
ing the ASEAN currency-swap scheme. More
recently, the leaders of ASEAN Plus 3
(People's Republic of China, Japan, and
Republic of Korea) have started to explore
the possibility of an East Asian free trade area.

Greater cooperation and integration can
stimulate regional dynamism by accelerat-
ing economic development and promoting

Major forces are influencing the region—
and ADB’s direction 
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political stability. It enables the partici-
pating countries to collectively explore eco-
nomic opportunities—natural resources,
public goods, and intraregional trade—and
gain from complementarities. A regional
approach is also more effective in tackling
cross-border problems arising from security
conflicts, environmental issues, drug traf-
ficking, and migration. Effective regional
monitoring will strengthen policy-making
capacity and improve policy coordination
among the participating countries and help
them respond—individually and collec-
tively—to potentially contagious problems.

ADB's Response
To remain responsive and relevant in this
changing environment, ADB needs to con-
stantly develop more proactive and innova-
tive ways of doing business. There are three
major areas in which ADB is actively
responding to regional forces: poverty reduc-
tion, good governance, and regional
cooperation.

Poverty Reduction. Adopting the
1999 Poverty Reduction Strategy is a natu-
ral response to the
severe social conse-
quences of the 1997
financial crisis, rising
poverty levels in tran-
sition economies, and
the continuing high
level of poverty in South Asia. The time
was overdue for ADB to squarely face the
persistence of poverty in Asia despite three
decades of unprecedented growth.

ADB's Poverty Reduction Strategy is
built on three pillars: sustainable and
equitable growth to generate income
among the poor; social development to
empower the poor; and good governance to
promote pro-poor policies. Under the strat-
egy, a comprehensive poverty analysis is
prepared for each developing member coun-
try (DMC) to identify the extent and major
causes of poverty. ADB will then assist the
government in holding a forum among
key stakeholders to discuss the findings
of the poverty analysis and possible anti-
poverty interventions.

These stakeholders will include
national and local government agencies,
donors, civil society groups, and the private
sector. The results of the forum will be the
basis for ADB's country operational strat-
egy. ADB will also conclude a poverty part-
nership agreement with governments to set
poverty reduction targets and priority

interventions. So far, such agreements have
been signed with Bangladesh, Indonesia,
and Mongolia, with many more expected
in the coming months.

Good Governance. Good governance
is critical in reducing poverty and the vul-
nerability of the poor. It promotes transpar-
ent use of public resources, improves public
service delivery, and supports effective
implementation of laws and regulations. As
recent events in the region have shown, poor
governance is a major threat to political and
social stability, thus upsetting the devel-
opment process. Good governance is also
fundamental for much needed private sec-
tor investment in developing countries.
This is why governance is among the prior-
ity areas stressed in ADB's Private Sector
Development Strategy approved in 2000.

In 1995, ADB became the first multi-
lateral development institution to adopt a
Governance Policy. ADB's governance pro-
gram stresses transparency, accountability,
predictability, and participation in devel-
opment management. Examples of ADB-
supported activities include judicial

reforms, civil service
reforms, decentraliza-
tion, and corporate gov-
ernance. Following the
approval of the Anticor-
ruption Policy in 1998,
ADB has been actively

involved in promoting anticorruption mea-
sures. As provided in the recently adopted
action plan on governance, ADB will make
governance assessments for each DMC as a
basis for determining ADB's role in promot-
ing good governance. ADB is also intensify-
ing its work with civil society groups, which

play a critical role in promoting transpar-
ency and accountability in development
management.

Regional Cooperation. While re-
gional cooperation is a mandate given in
ADB's Charter, it was not given much prior-
ity during ADB's first two decades. How-
ever, following the successful launch of the
Greater Mekong Subregion Program in
1992, ADB has expanded its regional coop-
eration initiatives to the Pacific, Southeast
Asia, South Asia, and Central Asia, and is
exploring opportunities in Northeast Asia.

Given the multilateral nature and
political sensitivities involved, ADB con-
tinues to take gradual steps in facilitating
regional cooperation. The potential for
cooperation is typically explored through
seminars and studies. Potential projects and
programs with regional impact are then
identified and ADB financing provided for
those selected. Examples of regional
projects with concrete results include
investments in the Theun Hinboun
Hydropower Project in the Greater Mekong
Subregion and Almaty-Bishkek Regional
Road Rehabilitation Project in Central Asia,
and providing a regional technical assis-
tance grant to develop an international
fisheries agreement for conserving and
managing tuna resources in the western and
central Pacific in 1998.

Given the fast pace at which the major
forces and trends surface, ADB needs to be
proactive, flexible, and creative in formu-
lating and acting on its corporate strategy.
Awareness of the rapidly evolving landscape
of developmental assistance, potential of
regional cooperation, and growing expecta-
tions of ordinary citizens to share more
equitably the benefits of economic progress
all present major challenges to ADB. n

ADB IN ACTION

NEVER AGAIN: The financial crisis dramatically
reversed decades of development progress.

ADB needs to be proactive,
flexible, and creative in
formulating and acting
on its corporate strategy.

This article is based on the presentation by the author
at the European Ambassadors' Day in December 2000.

GOOD CATCH:
Regional
cooperation made
an international
tuna agreement
possible in the
Pacific.
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By Regional Economic
Monitoring Unit Staff

Foreign direct investment (FDI)
played a key role in the rapid eco-
nomic growth and structural trans-
formation of East Asian countries.

But the crisis revealed structural weak-
nesses in the financial and corporate sec-
tors of the affected Asian countries—
Indonesia, Republic of Korea, Malaysia,
Philippines, and Thailand—sparking fears
that FDI flows would decline permanently
and thus delay the region's recovery and
undermine long-term growth.

Recent developments, however, indi-
cate that these fears remain unfounded and
that foreign capital continues to stream into
these countries. Domestic demand contrac-
tion generated by the crisis might have dis-
couraged domestic market-oriented foreign
investment, but there have been several
offsetting factors to counter a fall.

Large currency depreciations reduced
domestic production costs and asset val-
ues, making foreign investment more prof-
itable and potentially increasing FDI.
Revisions to FDI laws included among
crisis management and restructuring pack-
ages (particularly in the Republic of Korea
and Thailand) opened new opportunities
for cross-border mergers and acquisitions
(M&As). A faster than expected recovery
in the affected countries also helped restore
foreign investors' confidence in the region's
long-term growth potentials.

Countries’ Stories Differ
How do the numbers fare? During the
precrisis period, the level of FDI inflows to
the affected countries increased sharply
from a total of US$1.7 billion in 1980–1984
to almost US$20 billion in 1996. The share
of the affected countries in global FDI
inflows also increased from 3.4 percent to
5.2 percent over the same period. When the
crisis kicked in, the level of FDI inflows

fell from US$19.2 billion in 1997 to
US$16.7 billion in 1998—a significant drop
but far from a collapse. It began increasing
again in 1999, reaching US$17.4 billion.

These aggregate figures mask signifi-
cant intercountry variations in fortunes. In
the Republic of Korea, the crisis-driven
slowdown in FDI inflows lasted only for
about two quarters. From then on, they
started to increase significantly as inves-
tors responded to new FDI liberalization
initiatives and participated in M&A activi-
ties. Total inflows in 1999 were more than
four times the levels recorded in 1996.
Although FDI began to taper off slightly in
2000, they remained significantly higher
than precrisis levels.

In Thailand, the pickup in FDI inflows
started about the second quar-
ter of 1998. Compared with
1997, the amount of inflows
doubled in 1998, after which
a decline set in. Net direct
investment data show a down-
ward trend for the first nine
months of 2000, but this
decline may simply be a reflection of inves-
tor weariness resulting from the slowdown
in both the rate of asset disposals and the
reform momentum.

In sharp contrast, FDI inflows to Indo-
nesia have been negative since 1998, with
outflows currently on a rise due to noneco-
nomic factors such as the volatile political
and security situations in the country.
Meanwhile, the amount of FDI inflows into
the Philippines has remained relatively
small and hardly changing before and after
the crisis.

In Malaysia, despite a small pickup in
1999, FDI inflows have been falling since
1996. There may be a number of reasons for
this. First, unlike in the Republic of Korea
and Thailand, M&A activity has not been
an important component of foreign capital
inflows during this period. Corporate dis-
tress was far less widespread in Malaysia
than elsewhere and there were simply fewer

bargain assets. Second, Malaysia's foreign
investment regime has remained more lib-
eral and for a longer time than other coun-
tries, and in some sectors the presence of
multinational enterprises had already
reached high levels before the onset of the
crisis. These suggest that the FDI slowdown
in Malaysia may not reflect a reversal in
attitudes of foreign investors toward the
country as an investment site, but rather a
temporary adjustment.

In addition to providing much needed
capital, foreign firms also appear to have
played an important role in weathering the
crisis. Relative to domestic firms, they dis-
played greater capacity to switch sales from
depressed domestic markets to interna-
tional markets, allowing them to limit the
number of layoffs and reductions in fixed
capital formation, which tempered the
contractionary effects of the crisis. Through
M&A, they have also facilitated corporate
restructuring in the countries concerned.

Significant Policy Changes Triggered
The crisis triggered significant changes in
policy toward FDI in all of the affected coun-
tries. The Republic of Korea underwent the

most dramatic change,
relaxing considerably its
conservative approach
toward FDI. The other
affected economies have
long had liberal FDI
regimes, but the crisis
pushed them to liberal-

ize FDI further. Thus, the commitment of
these countries to FDI has not been com-
promised by the crisis; indeed it has been
strengthened as a result. Some nationalis-
tic opposition to the increase in foreign own-
ership occurred during the early postcrisis
years as financial institutions and firms
recapitalized their operations through injec-
tions of foreign equity, but this has waned.

The principal policy issue now is not
whether to promote FDI but how to build
on the present proactive strategy toward
FDI. In light of this, and three years into
the recovery, the future of FDI flows to the
affected countries, with the exception of
Indonesia, looks bright. n

ECONOMIC MONITOR

Foreign Money Still
Flowing Into Asia
The future is looking bright for foreign direct investment in
Asia’s crisis-affected countries

Foreign firms appear
to have played an
important role in
weathering the crisis.

For a more detailed analysis of FDI in the affected
countries, visit the Asia Recovery Information
Center web site at http://aric.adb.org

The material in this article does not necessarily reflect the
official views of the Asian Development Bank.



ADB REVIEW, April–June 2001   17

ADB BOOKSTORE

Publications
on Poverty
and Social
Development
Issues

Social Development

This document provides a review of ADB’s focus to address social development
concerns such as poverty reduction, gender and development, vulnerable
groups, and indigenous and ethnic peoples. A set of social processes associated

with primary social development concerns—such as initial social assessment,
poverty and social analysis, gender analysis, participatory approaches, cooperation
with nongovernment organizations, involuntary resettlement, and indigenous
peoples plan—provides operational focus for ADB to address social development
in a comprehensive and structured manner.

Social Exclusion: Concept, Application, and Scrutiny

It is generally recognized that poverty has both material and nonmaterial dimen
sions. Because of their obvious tangibility, many development practitioners
find it easier to understand and address the material dimensions of poverty. The

exclusion of the poor from participation in and access to opportunities and activities
is a major nonmaterial dimension of poverty that also needs to be recognized and
addressed. This paper shows social exclusion as both a cause and consequence of
poverty.

Reducing Poverty: Major Findings and Implications

In view of the different needs and conditions for reducing poverty in the various
subregions and individual countries, an essential step was to consult a cross-
section of stakeholders in developing member countries. This publication

provides an overview of the key issues emerging from a series of forums to discuss
national policies, program strategies, processes, and approaches for reducing poverty.

Social Exclusion or Inclusion:
Development Challenges for Asia and Europe

The realization that social exclusion reduces people’s capacities to contribute
to and benefit from their society has heightened interest in the countervailing
process of social inclusion. This new understanding calls for the state, the

market, and civil society to form partnerships that draw lessons from the past, assess
the current situation, and work out a more promising future for those excluded.
This publication contains several papers presented during a seminar on the social
development challenges of inclusion and exclusion for Asia and Europe in 2000.

Resettlement Policy and Practice
in Southeast Asia and the Pacific

This publication is based on two related workshops sponsored by ADB and
World Bank, with financial support from the Australian Agency for International
Development. The workshops dealt with the policies and practices applicable

to development projects and other phenomena when an element of involuntary
resettlement or economic and social dislocation takes place.

Funding Upstream Participatory Activities

ADB established a small pilot fund to promote innovative participatory ap
proaches in its operations. This publication provides a record and review of
the experiences of the fund, together with insights about how these types of

pilot activities can assist organizations  in incorporating new practices and policies
into their operations.

For these and other publications, contact the Asian Development Bank
Publications Unit, P.O. Box 789, 0980 Manila, Philippines

Fax: (632) 636-2648/E-mail: adbpub@adb.org
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I t is 6 am in Barigaon Village in
Bangladesh, and Halima Begum is
opening her shop. Her first customer
is waiting—not to buy goods, but to

use her telephone. The telephone is a
second business, augmenting her family's
income by 1,000–1,500 taka (US$20–30)
per month.

At 8 am, Ms. Begum leaves the grocery
store to her husband and goes home to tend
to other responsibilities, taking the phone
with her. Her customers know where to find
her. And if she receives a call from an over-
seas worker wanting to contact a relative in
the village, she can take the phone to her
customer. It is a state-of-the-art cellular
phone and completely portable.

Throughout rural Bangladesh, village
women have gone into the telephone busi-
ness. For the first time their villages have
ready access to the outside world, and it
has really changed daily life. In Chhoto
Chandrai Village, Dilwara Begum says busi-
ness people use her phone to order sup-
plies and follow up on deliveries.
The phone is a source of additional
income to her family and has
brought financial solvency. It has
also helped the village commu-
nity to grow closer. In nearby
Chhoybaria, Anwara Begum's hus-
band is kept happily occupied
helping manage her phone ser-
vice. Profits are used to stock
their grocery shop.

The v i l l age
phone has drasti-
cally improved
the risky busi-
ness of receiving
r e m i t t a n c e s
from abroad—so
much, people say,
that it has made
their community fi-
nancially viable.

Academics back up the stories of these
women. Researchers at the University of
Guelph, Canada, say that Bangladesh's vil-
lage telephones are an
important economic tool.
Farmers, traders, and busi-
ness people use them to
check market prices and
currency exchange rates. A
team from the University of
Bonn, Germany, concluded
that it is the poor who reap most of the
benefits. All of this—thanks to a project
financed in part by the Asian Development
Bank (ADB).

The Village Meets the Information Age
Mohammad Yunus, the well-known founder
and head of Grameen Bank, is a driving force
behind the village telephones. In an inter-

view with Time maga-
zine, he explained
that his efforts
are about much

more than telephones: "Information tech-
nology has become the order of the day.
It will change the way we do things," he
told Time. "Somebody needs to push this
technology to help the poor."

In 1994, Professor Yunus met Iqbal
Qadir, a Bangladeshi national who had just
returned home from a 10-year career on Wall
Street. Mr. Qadir had the idea of bringing
the information age to rural Bangladesh, and
he had some financial backing from a New
York venture capital company called
Gonophone. Professor Yunus immediately
saw the potential for Grameen Bank and

enlisted the help of
the International Tele-
communication Union
(ITU) to assess the ven-
ture. ITU was positive,
and with its help,
Professor Yunus and
Mr. Qadir began the

search for a technical partner and the nec-
essary financing.

Telenor, the Norwegian telephone com-
pany, accepted the challenge of technical
partner, while Grameen Bank formed a sub-
sidiary called Grameen Telecom to repre-
sent its interests. Telenor engineers and
marketing and operations experts set up
shop in Dhaka, and Grameen Telecom
began laying the plans for the village
phones. With Gonophone as the third part-
ner, the venture was launched. The part-
ners would later incorporate under the
banner of GrameenPhone.

Marubeni was tapped for an initial capi-
tal infusion, which along with contributions
of the founding partners was sufficient to
get the project started. However, more
money was needed, and Dr. Yunus
approached Bhanuphol Horayangura, ADB's
Resident Representative for Bangladesh,
who passed on the request to ADB head-
quarters. In late 1995, Mr. Qadir and a
Telenor manager visited Manila and pro-
cessing began for what would become a
US$18.3 million dollar investment through
ADB's private sector window. The Interna-
tional Finance Corporation and Common-
wealth Development Corporation later
joined ADB as cofinanciers.

Wiring a Country—Without Wires
In Dhamrai Village, a banana farmer
is considering expanding his opera-
tions—a feasible option since the
telephones arrived. He can now
check market prices and talk

WIRED

Phone Loan
Wiring Bangladesh—Without Wires
GrameenPhone: good business can mean good development
By Robert Rothery
Senior Procurement Specialist

PHONE WOMAN
Halima Begum
earns US$20–
30/month
from her
village phone
business.

Nazmul Alam

Mohammad Yunus
Founder and Head of Grameen Bank

"Somebody needs to
push this technology
to help the poor."



ADB REVIEW, April–June 2001   19

directly to large buyers rather than depend
on intermediaries. To enable the rural
economy to reap these kinds of benefits,
approximately 30,000 village phones will
be installed this decade. When completed,
the project will provide telephone service
to more than 90 percent of Bangladesh.

Wiring rural Bangladesh is a formidable
task, even for as impressive a duo as Grameen
Bank and Telenor. Two events have helped
make it possible. The first occurred in mid-
1995, when GrameenPhone bid and won
one of three new cellular telephone licenses
being offered by the Bangladesh Govern-
ment. This was a critical event, as it estab-
lished both the technology the venture
would use, and the business model it would
follow.

From a business perspective, becoming
a national cellular telephone company gave
GrameenPhone its much needed "network
economies." Putting in a system just for the
village phones would be prohibitively ex-
pensive. But by combining the village
phones with the traditional cellular tele-
phone service in the main cities, the whole
venture became viable.

Today GrameenPhone has more than
200,000 cellular phones of the type famil-
iar to urban professionals the world over.
These share the network with about 3,000
village phones, used by more than one hun-
dred thousand villagers throughout rural
Bangladesh.

Surprisingly, it was an "old economy"
organization who gave
GrameenPhone its sec-
ond break. Bangladesh
Rai lways,  the state-
owned railway, operates a
telecommunications sys-
tem, something all rail-
ways do for controlling
trains and communicat-
ing between stations. Fortunately
Bangladesh Railways used optical fiber,
giving it a modern digital system, with
more capacity  than it  could use.
GrameenPhone bid for, and won, the right
to lease part of this facility.

With its nationwide cellular license, and
the help of Bangladesh Railways, Grameen-
Phone has all the pieces it needs for wiring
Bangladesh. The airwaves of the cellular
system connect the village phones to the
nearest cell site, while the glass fiber bur-
ied alongside the railway tracks weaves
together the cell sites, switching centers,
and other bits that make up the network.

Connecting to the World
Grameen Telecom, the subsidiary of
Grameen Bank, manages the village phone
program. A woman from a village applies,
and if accepted, is leased a telephone. She
is trained on its operation, especially the
timing, charging, and recording of calls.
Grameen Telecom collects weekly lease
payments and call charges. A margin is
allowed on each call, which provides the
operator with her profit.

Village phones are seldom used to call
other village phones. Most calls are made
to commercial centers, Dhaka, and—

importantly—to
other countries. For
this to work, the vil-
lage phones must
interconnect with
the network of the
Bangladesh Tele-
graph and Telecoms
Board (BTTB), the

state-owned operator of the landlines.
Grameen Bank is no stranger to shaking

things up. After all, it got its start convinc-
ing bankers that the poorest people of the
world are among the most creditworthy.
However, getting BTTB to provide the nec-
essary interconnection has been challeng-
ing and GrameenPhone users are commonly
frustrated in their attempts to get through
to a BTTB landline or to call internationally.

Things are improving. Thanks in part
to technical assistance provided by ADB,
the first steps have been taken to set up an
independent regulator—one who will treat
BTTB, GrameenPhone, and others on an

equal footing. When in full operation, this
regulator will  ensure the different networks
are fully interconnected and that charges
are reasonable. This should ease the occur-
rence of blocked calls and make calling
more affordable.

New Models, New Ways of Thinking
In his acclaimed book The Lexus and the
Olive Tree, Thomas Freidman talks about
the real impact of GrameenPhone—that it
demonstrates to the world the positive
social impact of putting digital technology
in the hands of the poor.

As entrepreneurial skills are stimulated
and catalyzed across the country, new think-
ing is unleashed and new business models
are created, not just for Bangladesh, but for
all developing countries.

As developing countries generally have
large poor populations, it is not difficult
to imagine the enormous potential if
these technologies can be used to
empower the poor and harness their tal-
ents for development. n

For more on GrameenPhone, go to
www.grameenphone.com

Robert Rothery was formerly the telcom specialist in ADB's
Transport and Communications Division West and mission
leader in processing the GrameenPhone Project.

The article was written with assistance from Rokeya
Choudhary, Project Implementation Officer, Bangladesh
Resident Mission.
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SHOP TALK: Phones are typically used to
call commercial centers and abroad—not
other villages.

GrameenPhone users are
commonly frustrated in
their attempts to get
through to a BTTB landline
or to call internationally.
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By Penelope Price
External Relations Officer

W e were in the
Bangladeshi village
of Babongaon in
Sunamganj District,
two hours by road

from Syhlet. This visit was part of a film
mission fielded by the Office of External
Relations to document how information
and communication technology (ICT) is
having an impact on the lives of children in
the Asian Development Bank (ADB)'s de-
veloping member countries. Sitting with
Quiron, her parents, and six brothers and
sisters in their simple mudbrick home, we
talked about their lives and dreams.

Eighteen-year-old Quiron is a student
in the Learn Foundation Program of the
Drik-Learn Network Learning Initiative.
Founded in 1997 by Dr. Imran Rashid, the

nonprofit charity trust aims to strengthen
rural children's ability to acquire ICT and
functional English skills through network
learning. Dr. Rashid, who is the executive
director and well connected politically and
commercially, initiated the project in a
school in the remote village of Durgapasha
in Sunamganj District, an area where his
family has long been connected.

Through an innovative program, the
Drik-Learn Initiative, which is based on a
business model in which all participants
are stakeholders, is reaching young people
from poor families in rural communities
that ICT would normally bypass.

After spending a few days at the school,
we heard many remarkable stories about the
students and their parents, and Quiron and
her sister were not exceptions. To reach the
computer learning center in the Durgapasha
school, they must first cross a rickety bam-
boo bridge, walk 2 kilometers to a riverside

market, and then take a 40-minute boat
ride. They even swam part of the way once
in the rainy season!

Information Age Apprenticeship
The foundation now has five nongovern-
ment schools within its program and more
than 1,000 students take classes on Fridays
and Saturdays. The schools provide the
space for free. The communities themselves
have helped purchase computers, and
donations have been received from expatri-
ate Bangladeshi communities in the United
States and United Kingdom. Aged 10–20
years, students take classes in computer
basics, word processing and other office
applications, and programming.

The lessons we observed were con-
ducted in both Bangla and English.
Dr. Rashid and other computer program-
ming teachers travel from Dhaka to the
schools every weekend. In a novel exchange,

BRIDGING
THE
DIGITAL DIVIDE

BRIDGING
THE
DIGITAL DIVIDE
An innovative foundation is providing rural
youth in Bangladesh with the chance to learn
computer skills—and a lot more

Ram Cabrera

 BRIGHT IDEAS

DETERMINATION:
Quiron crossing a
bamboo bridge on
her way to school.
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An
in-
no-
vative foundation is
providing rural youth in
Bangladesh with the
opportunity to learn
computer skills-and
hope for bright futures

commerce students from Dhaka universi-
ties also visit the schools and teach the stu-
dents business and marketing skills—in
return for learning programming skills from
the rural children.

“It is not just teaching them comput-
ing and at the end of the day they just
leave,” emphasizes Dr. Rashid. “We are try-
ing to create relationships, friendships, and
partnerships between business interests, in-
formation technology professionals, and
these kids so that these evolve into concrete

business at the end of the day. These kids
can be stakeholders in these businesses.”

Some students have reached the level
of programming expertise that they can
participate in "back-office" projects that
enterprises in developed countries have con-
tracted to the Learn Foundation. Depend-
ing on their skills level and extent of their
contribution, students earn a monthly wage.
Their earnings are offset against an agreed
value of their tuition and lodging. The
details of this "scholarship" system are
openly available to all students on Learn's
intranet, as are the contract values of exter-
nal projects. The traditional apprenticeship
system appears to be the nearest equiva-
lent to the Drik system.

“These kids don’t have any other oppor-
tunities so they are eager to partner with us
on this,” says Dr. Rashid. “The commu-
nity is accepting and thinks that this is an
opportunity that otherwise wouldn’t exist.”

Career First, Then Marriage
The majority of students are young women,
all of whom impressed us with their confi-
dence about the future and their focused
desire to establish a career prior to marriage.
Quiron's take on marriage seemed to reflect
the views of the young women in the school.
"The prospect for marriage is always there
in everyone's life. It is not that we do not

want it. The opportunity for learning com-
puter skills that we have now may not be
available later for us," she said, adding that
women generally do not get this opportu-
nity. "After we build our life, then we shall
think of our marriage. When we are estab-
lished and then get married, our opinions
and words will be valued."

The young women we spoke with con-
sistently mentioned that since they began
participating in this project and had
become income earners, their families value
their views more highly.

The Bangladeshis we traveled with
were surprised that boys and girls were work-
ing side-by-side late into the night on back-
office projects and learning assignments.
When we asked the students' families about
this, most said that they were initially con-
cerned. However, after observing the stu-
dents' behavior at the center, it quickly
became apparent that everyone was
involved in learning and working and that
no chaperoning was necessary.

Quiron says that since starting the pro-
gram she has become more confident. She
has a bigger view of the world. She has met
many different people and has made new
friends. Best of all, she and her classmates
have a chance to learn skills that many of
their contemporaries can only dream of ob-
taining—and they have a bright future. n

For more about the Learn Foundation,
go to http://www.drik.net/learn

"I want Quiron
to lead a better
life than mine.
I want my
daughters to be
educated, have
careers, and
serve the people
of the country.
This is my
dream."

Quiron's Mother
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The school fosters a
healthy learning
environment in which
students learn and
apply computing skills—
and even teach.

Imran Rashid
Founder, Drik-Learn Initiative

“I feel the digital divide is really
an opportunity to invest in
future knowledge for children
who don’t have access to high
quality information, knowl-
edge, and connectivity. It also
makes business sense to invest
in these children—they become
our future partners. Technology
is now available to spread this
knowledge cost effectively. If
we do it in the village, we can
set up the Internet through the
wireless technology.”

PARTNERS IN LEARNING:
Imran Rashid, Quiron
(right), and her sister.
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By Tsukasa Maekawa
Senior External Relations Officer

Nongovernment organizations
(NGOs) are a major provider
of microfinance for the poor in
Asia. But in the Philippines,

rural banks are emerging as a major player
in what could become a profitable business.

"The success of microfinance for the
poor in the Philippines for the past decade
has encouraged us to venture into a new
field of banking: lending to the extreme
poor," says Marilou Genuino, President of
BMS Rural Bank.

BMS Rural Bank is one of 140 conduits
that have been qualified to conduct
microfinance for the poor in the Philippines
under a government project. They are called
"GBA replicators" as they employ the
Grameen Bank approach of providing credit
to the poor in Bangladesh. Established in
1983, the Grameen Bank has become a
model for microfinance after producing sig-
nificant income, employment, and other
social benefits in several countries, particu-
larly Bangladesh, Malaysia, and Philippines.

A US$65 mil l ion microf inance
project—funded by the Government of the
Philippines, Asian Development Bank
(ADB), International Fund for Agricultural
Development, GBA replicators, and benefi-
ciaries—aims to benefit 300,000 ultrapoor
families, or about 10 percent of all such
families in the country. Currently, nearly
half the target households are receiving loans
from the GBA replicators.

The six-year project, which started in
1997, finances a portion of the start-up costs
for new replicator branches, development
costs of ongoing GBA operations, and train-
ing of GBA branch managers and field staff.
It also provides credit to GBA replicators
for relending to the poor.

Taking the Grameen Bank Approach
Out of 136 GBA replicators—with more
than 300 branches throughout the Philip-
pines—about 40 percent are NGOs and
cooperatives, while the rest are financial
institutions categorized as rural banks,
cooperative banks, and
thrift banks.

Qualified as a GBA
replicator in 1999, BMS
Rural Bank currently has
more than 1,600 clients—
all women. The need to
augment family income
often induces women to
go into business, and microenterprises gen-
erally offer the best entrepreneurial pros-
pects for rural women.

Revenue from microfinance currently
accounts for 10 percent of BMS Rural
Bank's total revenue. "We expect lending to
the poor to soon be a major source of profit—
maybe 30 percent of the bank's total," says
Ms. Genuino. In addition to microfinance,
the bank engages in ordinary banking: lend-
ing to merchants and small enterprises, pro-
viding educational and housing loans, and
accepting savings from the general public.

Traditionally, banks rarely lend to the

ultrapoor, mostly because of the lack of
information about individual clients and
acceptable collateral, and the high trans-
action costs of processing small loans. The
formal financial institutions, including
rural banks, were thought to be reluctant
and institutionally ill-equipped to service
the microenterprise sector, particularly the
poor.

Grameen Bank experiences have dem-
onstrated that collateral is a myth. As
Deputy General Manager of Grameen Bank
Siddiqur Rahman said at an ADB confer-
ence in February, "Collateral does not guar-

antee the return of
your money."

Discipline Leads
to Success
The success of a
labor-intensive and
time-intensive opera-
tion, such as micro-

finance using the GBA, rests largely on how
effectively the discipline is maintained
among the borrowers. Frequent group value
formation and training activities are re-
quired to ensure program success and
sustainability. "A credit program without
strict discipline is nothing but a charity. It
tries to maintain strict discipline. In every
transaction there is discipline," said Mr.
Rahman.

In the Philippines, repayment has been
excellent. Carmen Apuli of the People's
Credit and Finance Corporation (PCFC), a
government agency through which funds are

PHILIPPINES

Small Loans

 RETURNS

Rural banks are finding
microfinance profitable; poor
rural women are the winners

Tsukasa Maekawa

"We expect lending to the
poor to soon be a major
source of profit—maybe
30% of the bank's total."

Marilou Genuino
President, BMS Rural Bank

WEAVING SUCCESS
Justina Gondraneos
used microfinance
to boost her basket
business; now
she employees
2–6 workers.
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channeled to GBA replicators, says its col-
lection rate is 98 percent.

Other features about microfinance, such
as small loans that increase gradually, regu-
lar loan repayments and meetings, forma-
tion of homogeneous self-help groups by
borrowers, mandatory savings, close moni-
toring and supervision of borrowers, and
transparency of procedures, are contribut-
ing to the effective operation of micro-
finance. "If you want to be successful in
microfinance, you should not skip any of
those features that keep members well dis-
ciplined and the staff well trained," says
Ms. Genuino.

Borrowers must go through a screening
test before being qualified as a GBA mem-
ber. Their monthly income must not be more
than peso (P)10,000 (US$200). They
should have been permanent residents in
the area for at least one year, and must not
have regular jobs or be white-collar
employees. Members must be willing to
organize into groups of five members. They
are also required to initially take a seven-
day training course to make sure they know
what group liability is,
and what they must do
to stay in the group.
Even after they are ac-
cepted as members,
they have to attend at
least 24 hours of group training during regu-
lar meetings.

Up to eight groups form a center, where
weekly repayments and savings are made.
One of the BMS centers, located on an
island in the Philippines' largest lake—
Laguna de Bay—south of the capital of
Manila, comprises five groups with 25 mem-
bers. The center is named Samahang Binuklod
Para Sa Pangkabuhayan (Association Toward
Improvement of Livelihood).

The members, wearing their project
t-shirt "uniforms" get together every Friday
morning to repay and save. "We wear the
uniform because we are proud of being a
member. We have committed ourselves to
improving our life," said Ms. Ruby Rosa
Carmona, the chief of the center. Ruby and
the rest of the members borrow between
P7,000 and P12,000 (US$145 and
US$250), repaying the amount over one
year. They save P30 (US$0.63) a week.

Borrowers Recite Commitments
At the beginning of the meeting, they recite
their commitments and resolutions. They

vow to repay weekly, lead active lives, use
loans for  improving their lives, refrain from
gambling and drinking, take care of their
family, protect the environment where they

live, and offer
proper education
to their children.
They discuss prob-
lems concerning
their lives and

businesses. The center treasurer, who is
also a borrower, collects weekly repay-
ments and savings in front of every
member.

Not all members are making big prof-
its, but their lives have
improved through micro-
finance. All want to con-
tinue to borrow and
expand their microenter-
prises. They engage in
the trading of ready-
made garments, rice, veg-
etables, fruit, processed
foods, fish, and poultry
feed. One of them bought
a small boat to start a
transportation business.
Other businesses they
have either expanded or
started include produc-
ing bamboo baskets, fur-
niture, and charcoal;
raising fish and hogs;
making peanut butter;
and running a small gro-
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Tsukasa Maekawa

MORE JOBS: Microfinance can lead to new
jobs by those who succeed in expanding
their businesses.

REPAY AND SAVE: Members
at their weekly meeting.

cery store. Another became a barbecue
vendor.

Justina Gondraneos finds it easy to
repay her loan: her income has more than
doubled since she borrowed P12,000
(US$250). She hires two to six workers to
help her with her basket-making busi-
ness. Before, she had no employees and was
running a much smaller family business
with her relatives. "I am happy now because
I am saving some money in case of emer-
gency," she says.

Dominga Certeza, who belonged to
another center on the island, has expanded
her bamboo bed-making business with a
loan of P15,000 (US$300). With profits
from that business, she bought her husband
a fish cage so that he doesn't have to go to
the lake every day to catch fish, for which
he would earn about P50 (US$1) a day. Now
he has more time to help make beds. Their
income increased by P3,000 a week.

Raising the income of the individual
poor person is only one of the benefits of
microfinance. The GBA encourages mem-
bers to make voluntary savings in addition
to the compulsory savings. Voluntary sav-
ings serve as a kind of social safety net as
the savings provide emergency financial
assistance for members when they are
unemployed. Microfinance also leads to the
employment of more poor people by those
who succeed in expanding their businesses.

Says one member, who also makes bam-
boo baskets, "I am happy now because my
husband, who is a seaman, has decided to
stay at home. The family is reunited." n

Siddiqur Rahman
Deputy General Manager, Grameen Bank

"Collateral does not guarantee
the return of your money."

PHILIPPINES
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By Marcia R. Samson
Editorial Coordinator

For nearly two weeks, 13-year-old
Tharin's fever was so high she
could not go to school. Her mother,
Ya, took her to a nearby private doc-

tor for an injection. But Tharin continued
to suffer from high fever and severe head-
aches. She became weaker.

Worried that Tharin could have malaria
or dengue fever, Ya brought her youngest
daughter to the new health center in
Cheung Prey, Kampong Cham Province, one
of 48 newly constructed health centers pro-
viding treatment, immunization, family
planning services, and prenatal care.

Through a US$20 million concessional
loan from the Asian Development Bank
(ADB), the Basic Health Services Project is
funding civil works to upgrade facilities and
services in district health centers and hos-
pitals, training district health workers for
capacity building and decentralized

management, and implementing an inno-
vative pilot program for contracting health
services.

Ya says she regrets that she has delayed
taking her daughter to the health center,
which is nearer than the closest hospital;
yet from their home, the health center is
still more than an hour's ride in an ox cart.
"It was easier to see the private doctor, but
he just kept giving Tharin injections every
three days that cost riel (KS)20,000 each."
Equivalent to US$5 per injection, the sum
is a huge amount in a country where the
average family lives on only about US$260
per year, one of the lowest in Asia.

The health center's doctor diagnosed
Tharin's condition: advanced typhoid
fever. Immediately she received medical
attention and free medicine.

Also at the health center on that day
was Thy On, who rode on a borrowed
bicycle to get a shot of an injectable con-
traceptive that will be effective for three
months. This was her second dose; the

first injection was from a private para-
medic.

"We are poor and cannot afford to have
many children," says 28-year old Thy, who
has a 10-year-old daughter and a 4-year-old
son. "I want to be able to send my children
to school so they can be factory workers when
they are older instead of farmers like us."
She provides an accounting: child deliv-
ery at home through a trained traditional
birth attendant costs about KR10,000
(US$2.50), as does 500 grams of infant
formula.

An Innovative Partnership
The Project was designed to improve the
management of Cambodia's long-neglected
health centers and hospitals and test inno-
vative approaches for delivering health
services.

As a part of this effort, the Government
has been tapping nongovernment organiza-
tions (NGOs) as a new partner to deliver
improved health services. Under a contract-

 CAMBODIA

NGOs are being tapped as new partners to
deliver services for better health care

BETTER CARE: Seriously ill Tharin
receives professional, immediate
attention at the new health center
in Cheung Prey.
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ing-out scheme for services, contractors have
full authority and funds for staffing, man-
agement, and operational costs. Under the
contracting-in approach, contractors pro-
vide technical support to the operational
districts, and the Ministry of Health remains
responsible for the operational costs for
health services and staff salaries. So far, the
approach has been tested in five operational
districts and has been working well.

The Australian NGO Save the Children
(SCA) is the contractor for the referral hos-

pital in Cheung Prey District. SCA's Dr. Som
Chit Bungnasiri, who is managing the
Project there, says that the number of
patients has increased considerably.
Some have come from far away towns
after hearing that health care delivery has
improved and free meals are provided.
Overcrowding is a problem, with some
patients occupying beds in the corridors
and front lobby.

Dr. Un Sok Run, Cheung Prey's Health
District Manager, says that aside from hos-
pital care, staff are sent out for community
outreach activities to increase awareness of
health services and provide basic education
to promote preventive health care. To avert
the loss of hospital supplies and essential
drugs, staff discipline is being emphasized.
Staff are being given incentives under the
contracting-in scheme through budget
supplements.

Dr. Wan Azmin, ADB Health Specialist
and Project Officer, describes the relation-
ship between NGO contractors and the pro-
vincial, district, and local health officials
as "generally healthy."  This is essential in
strengthening the health care system at the
community and district levels to deliver
preventive and curative services to the rural
poor.

The health centers and referral hospi-
tals are being fully used despite a lack of
medical equipment and supplies. Health
center consultations range from about 116
to 1,144 per month, with longer queues in
centers with better-trained staff.

Cost-sharing schemes have
also been implemented, with
most health centers now col-
lecting user fees of KR100–500
(2–12 US cents) per outpatient
visit. Willingness and the abil-
ity to pay are still issues. Most
Cambodians cannot afford to
pay for health care, and health
insurance is unheard of.

Health Workers Need Help
In addition to inadequate
infrastructure and equipment,
Cambodia faces a serious short-
age of trained health personnel,
as many were killed or had fled
during the Pol Pot regime. On
top of this, extremely low sala-
ries adversely affect staff
morale and receptivity to
supervision. Government
health workers, like other civil
servants, earn very little: a
nurse earns about KR30,000
(US$8) a month and a doctor
KR40,000 (US$10).

To make ends meet for their
own families, government
health workers often work only
part time so they can also
engage in private practice. This situation
is being tolerated because the Government
cannot afford to pay them decent wages,
admits Dr. Nguon Sim An, Provincial
Health Director for Kampong Cham. "We
cannot expect good performance from our
health workers if they are
underpaid and worried
about their families' sur-
vival. If we try to stop their
private practice, they may
resign."

Although costs were un-
derestimated and the origi-
nal project scope reduced,
the Project is well on its way
to reaching its revised goal
of constructing 177 new
health centers, and renovat-
ing 20 existing health cen-
ters and 13 referral hospitals
by June 2002. This step is
helping heal Cambodia's
health system, but the
country has a long way to
go before its health system
makes a full recovery. n

WILLING BUT UNABLE: Few Cambodians can
afford to pay for health care; the project
provides medicine and services at affordable
fees, particularly for the rural poor.
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HEALTHIER MOTHERS AND BABIES: Centers
are providing low-cost prenatal care.

Most Cambodians cannot
afford to pay for health
care, and health insurance
is unheard of.
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WATER
AT LAST

but who will pay?
By John Cole
Senior External Relations Officer

Safe, convenient water is a funda-
mental element of development.
For those who live in absolute
poverty, the provision of good

water is one of the most effective ways of
improving their lives. For residents of many
small towns in the Lao People's Demo-
cratic Republic (Lao PDR), water is now
available in their own homes, thanks to a
series of externally financed projects,
including five funded by the Asian Devel-
opment Bank (ADB).

The latest is the US$20-million
Water Supply and Sanitation Sector
Project approved in November 1999. It is
bringing improved management of water
supply, cleaner water, and better sanita-
tion to people in a dozen small towns
around Vientiane, the capital. The
concessional loan reflects ADB's new
poverty reduction strategy; more than a
third of the beneficiaries live below the
poverty line.

A previous project, the US$13-million
Northern Provincial Towns Water Supply
and Sanitation Project, is already contrib-
uting to a better life for the residents of
seven provincial capitals. Paksan is one of
these towns.

The day I chose to visit the 350-
student Phosy School in Paksan, a work
crew arrived to install the connection to
the water main just laid along the road out-
side. As I came through the school gate, I
saw across the school yard two little girls
lift a heavy bucket of water from a well
and lug it falteringly to the school kitchen.

During the survey work for the project,
the school authorities had said how keen they
were to get water. Now it was really happen-
ing. Bounhom Keomanisack, in charge of
administration, left me in no doubt about
how they felt: "We are thrilled. It's no fun
getting water from an 8-meter well. The
parents and students all understand the
importance for health of good, clean water,
and they are prepared to share the cost the
school will have to pay." The students around
him echoed his sentiments.

Everyone Wants Water
The Lao PDR has been moving steadily
away from central planning to market-based
development. Nevertheless, after 25 years
of communist government, people have
grown unaccustomed to meeting the bill for
services provided by the public authorities.
So paying for water is a novelty. The prob-
lems for the Northern Towns Project's
designers were not technical, for finding the
water, storing it, cleaning it, and delivering
it were not insuperable obstacles. Rather,
the challenges were socioeconomic. Would
users be prepared to pay the connection
fees? Would they accept meters? Would
they meet their monthly payment obliga-
tions? In short, would users pay?

Of course everyone wants potable
piped water. For those used to buying dirty
water at high prices, clean piped water at
around one eighth the outlay is an obvious
choice. For those accustomed to using an
electric motor to pump water from a well,
the decision can be made on a simple
rough comparison of cost of electricity and
the cost of piped water. But for families

used to pumping water by hand or draw-
ing it from a well, the assessment is more
difficult as it entails the notional pric-
ing of family labor.

Paying for Water Is a Novelty
I learned from Kay Thong Anousinh, the
director of the local water utility, that the
Paksan water supply is so clean it needs
only to be chlorinated. I visited a well that
sits among houses and could easily be taken
for a home itself. A single resident techni-
cian tends this neat structure. Nearby
I asked a consumer, Thong Loy Aibounmy,
what he thought.
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HEAVY LOAD: Before the piped
water, schoolchildren had to
fetch water every day.
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LAO PDR
"Previously," he said, " we had to pump

water by hand. Now the family is free of the
drudgery." He mentioned too that he had
paid a connection fee of kip (KN)116,000
(US$30), and his monthly bill for water for
his family of six was around KN6,200
(US$1.70). Next I visited Phonhong in the
company of Project Manager Bounchanh
Sinhradsvong. Young and English-speaking,
he is typical of the new generation of Lao
public officials. We met the local water
engineer, Sing Vixay, who told me that test
drilling had produced wells of low capacity
or water of poor quality. The upshot was
the use of a surface water intake on the Nam
Lik River about 11 kilometers from town.
The water needed only simple treatment
to make it potable.

"We finished the water supply work
ahead of time," he told me proudly. "It
was hard to get people interested at first,
but  now the y
are pressing for
c o n n e c t i o n s . "
B o u a l a p h a n
Phonesavanhis is a
meter reader and
collector. This
former police of-
ficer said, "I have a nice job. People are happy
to see me and happy to pay."

The Challenge for the Lao PDR
It was the same story wherever I went—

delight for consumers and
pleasure for providers through
so obviously improving the
lives of others. Although us-
ers are paying their bills, the
tariff set for provincial towns
is well below the real expense
of full cost recovery. With the
tariff covering only operating
costs at best, is long-term pro-
vision of piped water sustain-
able? Is the project cost-
effective?

The ADB project comple-
tion report released in 2000
describes the Project as "gen-
erally successful" in address-
ing water supply, environ-
mental issues (through drainage channels
and public toilets), and institutional mat-
ters. It was implemented as planned at

appraisal, and was
with in  budge t.
However, one very
major change did
take place. The
Government decen-
tralized responsibil-
ity for water supply.

Nam Papa Lao, the national water author-
ity and project executing agency, was
reconstituted as Nam Papa Vientiane and
made responsible for water supply in the
capital. Water supply outside Vientiane was
made a provincial responsibility under the
guidance of a national advisory body, the
Water Supply Authority.

Nam papas (local water authorities) are
now responsible for all aspects of water sup-
ply, including financing and servicing debt.
The project loan covenants require auto-
matic tariff adjustments and maintenance
of a debt service coverage ratio of 1:2. The
implication is that the nam papas should
operate as corporate entities and seek full
cost recovery.

This may be feasible in Vientiane. But
it will be far more difficult to do in provin-
cial towns, which are much poorer. The rates
of return for five of the seven subprojects
are, in fact, negative when measured in cor-
porate (financial rate of return) terms, and
two subprojects are not generating enough
revenue even to meet their operating and
maintenance costs, excluding depreciation.
On the other hand, the economic rates of
return, which capture wider considerations,
range from 12 to 24 percent. These consid-

The bills must be paid, and at
current water prices, the local
water authorities will never be
commercially viable.

erations include the savings from not hav-
ing to draw water or buy it from vendors
and the increase in the consumption of
water. Moreover, these calculations do
not capture some other real benefits, such
as improved health and productivity, and
increased property values.

So the benefits of the project are mani-
fest, and the beneficiaries are satisfied. But
the bills must be paid, and at current water
prices, the nam papas will never be com-
mercially viable. The financial health of
the nam papas is important for the long-
term sustainability of water supply. With
most people in provincial areas so poor, the
Government faces quite a challenge. ADB
will continue to take great interest in the
evolution of water supply arrangements in
the Lao PDR. n

STARTING FROM STRATCH: Many kilometers
of pipe had to be laid for the Northern
Towns Project.

BOUNTIFUL WATER: The Lao PDR has ample
resources—but only a small proportion
of people have access to piped water.

For more on the project, go to http://
www.adb.org/documents/profiles/
loan/30451013
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Rolf Selrod
Zelius

By Bart W. Edes
External Relations Officer

The Asian Development Bank (ADB)
has launched the NGO Center to
strengthen its cooperation with civil

society and to better integrate the experi-
ence and knowledge of nongovernment
organizations (NGOs) into ADB operations.
Strengthening cooperation with civil soci-
ety—and specifically with NGOs—is
expected to improve the effectiveness,
sustainability, and quality of services that
ADB provides to its developing member
countries.

Robert Dobias, who has worked in Asia's
NGO community for 16 years, was named
NGO Network Coordinator on 26 February
2001 and is heading the Center. The staff
members of the new facility bring to their
jobs experience in NGOs and funding agen-
cies, and have expertise in fields such as
environment, human rights, anticorrup-
tion, and health and social services. When
fully staffed by the end of 2001, the
Center will employ seven persons dedi-
cated to improving coordination of NGO
issues within ADB and to strengthening
links between the institution and civil
society. Improving communication with
civil society actors will be a key function
of the Center.

"We want to encourage more extensive
collaboration between ADB and NGOs to-
ward our common goal of reducing poverty,"
Dobias says. "Together with government
and the business community, NGOs are
significant actors in the development pro-
cess. There are opportunities for forging a
stronger partnership, not only between ADB
and NGOs, but between each part of this
'development triangle' to the benefit of the
poor in Asia and the Pacific."

NGOs already assist in implementing
nearly 50 percent of ADB's projects, a figure
that has risen sharply over the years. Addi-
tionally, ADB puts a high priority on con-
sulting with NGOs as part of its policy
development processes. As plans are devel-
oped, ADB provides draft policy documents
to NGOs for review and comment. In
developing its landmark Poverty Reduction
Strategy, for example, ADB organized a
series of country-level consultations with
NGOs. n

For more information on how ADB works
with NGOs, contact Bob Dobias. Tel: (632)
632-5337, E-mail: rdobias@adb.org, or go
to http://www.adb.org/NGOs

ADB Opens NGO Center
Improving communication with civil society a key function

NGO NOTEBOOK

LISTENING TO THE COMMUNITY: ADB’s Bob
Dobias (seated at center), who has worked
in Asia's NGO community for 16 years, is
heading the new NGO Center.

The new Chief Economist in ADB’s Eco-
nomics and Development Resource

Center is Arvind Panagariya. He started in
the position in early April 2001.

Mr. Panagariya, a national of India, is
an economist of international standing
with more than 20 years‘
professional experience,
specializing in interna-
tional and devel opment
economics. He has un-
dertaken extensive re-
search and has widely
published works in in-
ternational trade theory
and policy. Since August 1978, he has been
a faculty member of the Department of
Economics, University of Maryland, USA,
where he was professor and codirector
for the center for international economics.

From 1989 to 1993, Mr. Panagariya
took a leave from the university and
worked as principal economist at the
World Bank. He has also been a consult-
ant for international organizations includ-
ing the International Monetary Fund,
World Bank, World Trade Organization,
United Nations Conference on Trade and
Development, and ADB. Mr. Panagariya
holds a doctorate in economics from
Princeton University. n

The new Chief, Office of Environment
and Social Development is Rolf

Selrod Zelius. He assumed office in early
January. A national of Norway, Mr. Zelius
brings to ADB 26 years
of experience in the field
of environment and de-
velopment. From 1996
to 2000, Mr. Zelius was a
Partner at the Bureau for
Environmental Analysis
DA in Norway. From
1997 to 1999, he was a
Director of the Norwe-
gian Consortium for Development and
Environment and, before that, he was
the Programme Director of the Center
for International Climate and Environ-
ment Research at the University of Oslo.
n

PEOPLE

New Chief Economist

New Head for Environment
and Social Development

Arvind
Panagariya
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P hilippines President Gloria
Macapagal-Arroyo and Asian   De-
velopment Bank  President Tadao

Chino officially opened the Philippines
Country Office (PhCO) at ADB headquar-
ters on March 1.

The new office, which has a staff dedi-
cated solely to operations in the Philip-
pines, will strengthen ADB's partnership
with the Government, other funding agen-
cies, the private sector, and civil society. As
ADB President Tadao Chino noted, "The
country office will improve the responsive-
ness of our Philippine operations and
strengthen our client orientation by estab-
lishing a streamlined and coordinated com-
munication channel."

President Chino said ADB plans to lend
the Philippines US$1 billion over the next
three years. "A total of 16 projects have been
identified and the focus will be on socio-
environmental projects and poverty allevia-
tion," he said. The Philippines is one of
ADB's active clients, borrowing some
US$400 million annually during the last
decade. To date, the Philippines has

borrowed nearly US$8 billion to finance key
development projects. ADB has had its
headquarters in the Philippines since it
opened in 1966.

Günter Hecker, Director for PhCO, said
the office "will be a one-stop shop for our
operations in the Philippines. It will pro-
vide a sharper focus on operations, better
coordination, and effective representation.
Policy dialogue with the Government will
be elevated and this will improve imple-
mentation of our portfolio."

ADB aims to sign a milestone poverty
reduction partnership agreement with the
Philippines by the second quarter of 2001.
"This is a big step that will be a basis for
determining our country strategy for the
Philippines," said Mr. Hecker. ADB is
entering such partnerships with every
developing member and has signed agree-
ments with several members.

The Office will have an initial staff of
10, including five Philippine nationals. n

Philippines Country
Office Opens

NEW OFFICE

Mindanao will be a focus of assistance

Visit the new web site of the Philippines
Country Office at http://www.adb.org/phco

n Mongolia:  Barry J.
Hitchcock is the new
Resident Representative
in Mongolia. He as-
sumed office in January.

The Asian Development Bank (ADB) for
the first time held an informational

seminar for ambassadors from European
members in December 2000. The half-day
event was designed to share information
about ADB and its operations. The pro-
gram also included a special session on
the Philippine economy.

The guests included H.E. Wolfgang Jilly
(Austria), H.E. Roland Van Remoortele
(Belgium), H.E. Peter Rosting  (Denmark),
H.E. Gilles Chouraqui (France), H.E. Herbert
D. Jess (Germany), H.E. Theo Arnold
(Netherlands), H.E. Paul Moe (Norway),
H.E. Ulf Hakansson (Sweden), H.E. Werner
Baumann (Switzerland), H.E. Veka Inal
(Turkey), H.E. Alan Stanley Collins (United
Kingdom), and Mr. Yves Gazzo (Delega-
tion of the European Commission).

In his welcoming remarks, ADB Vice-
President John Lintjer noted that Europe
plays a significant role in ADB, with a com-
bined total of 15 percent of the subscribed
capital and 30 percent of the Asian Devel-
opment Fund VIII replenishment.

The occasion was well appreciated by
the guests, many of whom requested a
repeat of what had clearly been a success-
ful experiment. n

European Ambassadors’
Day a Success

Representatives Posted

n North America:
Karti Sandilya, for-
merly the Manager of
the Poverty Reduction
Unit, is the new Re-
gional Representative
for North America.

n Pakistan: Marshuk
Ali Shah is now the Resi-
dent Representative in
Pakistan. He replaces
Marinus F.W. Zijsvelt,
who retired.

Malacañang

PRESIDENTIAL OPENING:
Philippines President Gloria
Macapagal-Arroyo, ADB President
Tadao Chino, and Günter Hecker,
Director for the Philippines
Country Office.

PRESIDENTIAL OPENING:
Philippines President Gloria
Macapagal-Arroyo, ADB President
Tadao Chino, and Günter Hecker,
Director for the Philippines
Country Office.
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Help for Herders

The Asian Development Bank is pro-
viding assistance to cushion the
effects of the back-to-back harsh

winters that have hit Mongolia, includ-
ing the expeditious release of US$5.5 mil-
lion under ADB program loans and an
agreement to accelerate implementa-
tion of health and education projects. In
2000, the dzud affected half a million
people and killed 3 million head of live-
stock. The destruction is expected to
double in 2001. n

Photos by Rollie del Rosario
Senior Multimedia Coordinator

Ochirsuh used to be a herder in
Mongolia's Uvurhangai prov-
ince. But the dzud—a harsh
summer drought followed by a

winter of  heavy snowfall and biting
temperatures—wiped out nearly all his
animals.

Of a hundred cattle, only a lone cow
remained. Of a hundred sheep, only six
survived.

Left without a choice, Ochirsuh and
his family moved into temporary quar-
ters near a sum (village center) so they
could receive aid.

A herder his entire life, Ochirsuh must
find a new livelihood. He said he would
move his family to a nearby town to start
a business. What kind of business, he
couldn’t say. n

A HERDER’S
PLIGHT

PICTORIAL
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Books for the World
ADB’s Depository Library Program is getting information
into the hands of users by providing free books to 150 libraries
Lynette Mallery, External Relations Officer
at the Asian Development Bank (ADB)
and in charge of the Depository Library
Program, explains what the program is
about and how it is helping to get infor-
mation into the world.

What is the Depository Library Program?
The program is a worldwide collection of
libraries that receive about 300 documents
each year from ADB, free of charge. The
documents range from technical assis-
tance reports to country economic reports
to basic information about ADB, posters,
bookmarks, and, in some cases, videos and
CD-ROMs. For all of this, the library
must be open to the public and assist
patrons through on-site research and in-
terlibrary loans.

Why does ADB have the program?
ADB started its depository library program
in 1994 as a good way to disseminate infor-
mation. This was before we had a disclo-
sure policy so it was a big step in the
direction of being more open and transpar-
ent. We started with 40 libraries around the
world, and now we have 150.

Has the program changed much?
The conditions in which we operate the
program are ever changing. Some of our
libraries have switched almost completely
to digital files, and others file each hard
copy document in a neat folder, catalog it
by hand, and place it on the shelf. How we
work with our libraries has also changed.
Each year we send more documents and
publications; we advertise the documents
and the existence of the libraries; and we
encourage the libraries to advertise their
role as an ADB Depository Library.

How do libraries join?
Libraries are nominated by their govern-
ments through the ADB Directors. Usu-
ally the Directors nominate based on
their knowledge of the country and where
ADB information would be most useful.
In some cases a head librarian will let
ADB know that the library is a good can-

didate by writing
directly to the
ADB Director or
to Chief, Office
of External Rela-
tions. The library
signs a memoran-
dum of agree-
ment with ADB
and we start send-
ing documents.

What are the requirements for libraries?
Libraries must have a librarian and be open
to the public and should have enough space
to accommodate about 300 documents and
publications per year. The materials are
meant as a research and resource collection;
they are not on loan directly to library
patrons but can be sent to other libraries
through interlibrary loans. We do request
that the publications be displayed together
in a labeled area.

What is the time commitment?
Membership in the program is for the life of
the program. There is no renewal process.
We do require an annual report that touches
on the publicity given to the collection,
type of library users, display arrangements,
cataloging and filing system used, services
provided for library users, and professional
qualifications of library staff. This helps
the library assess the program each year
and gives us good feedback on problems
faced and needs we might be
able to address.

Is there a cost for the library?
The documents are sent free of
charge. The library needs to have
a librarian aware of the collection
and other staff as needed for
cataloging.

What is the cost for ADB?
In addition to the cost of staff
time, there is the cost of sending
by courier or mail, which is
US$17,000–US$20,000 per year.
Each year we add more libraries,

so the costs could go up. But we also expect
that as more of our libraries get access to
our web site, the overall costs will go down.

This all sounds too good to be true.
Is there a down side?
For ADB, no. The program allows us to dis-
seminate a lot of information to our mem-
bers at low cost. For the library, perhaps, if
their expectations are unrealized.  We have
had libraries that joined thinking they
would receive all priced publications, and
others that expected we would sort the col-
lection according to country. Another dis-
appointment has been when the library
realizes that we really meant it when we
said that ADB does not train librarians, does
not build the library, does not put up
shelves. We have neither the staff nor the
resources to take those tasks on right now.

Where will this program be in another
5–10 years?
More of the collection will be on-line. More
of our libraries will be on-line. We may one
day in the not too distant future have "elec-
tronic depository libraries." At the same
time, we will have more community
libraries, perhaps dividing the collection
according to need. The Depository
Library Program lets us get our informa-
tion into the community and into the
hands of those who want to know more
about what we do. n

For more information, send an e-mail to
adbpub@adb.org or go to http://
www.adb.org/publications/depositories
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LYNETTE MALLERY

LIBRARY PROMOTES ADB: The Universidade
de Macau, an ADB Depository Library, held
a special book exhibit to commemorate
ADB’s 34th anniversary.

Universidade de Macau

THE INTERVIEW
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n For information, send an e-mail
to information@adb.org or go to
http://www.adb.org

n To explore business opportunities
with ADB, go to http://www.adb.org/
business/opportunities

n For the latest news releases, go
to http://www.adb.org/news

n For publications, go to http://
www.adb.org/publications, or
send a request by e-mail to
adbpub@adb.org, or by fax to
(632) 636-2648

n To read ADB Review on-line, go to
http://www.adb.org/documents/
periodicals/ADB_Review

Publisher: Robert Salamon
Editor: Carolyn Dedolph
Assistant Editor: Marcia R. Samson
Production Assistants: Olga Santos, Cecil C. Caparas
Advisors: Ann Quon, Ian Gill, Lynette R. Mallery
Photo Researcher: Tess Perez

ADB Review reports on development news from Asia and the Pacific and on the
activities of the Asian Development Bank, which publishes the magazine. Opinions
and materials in ADB Review do not necessarily reflect the official views of ADB.

Materials may be reprinted with credit given to ADB Review.
Comments may be sent by e-mail to review@adb.org
For a free subscription, contact ADB Review, Office of External
Relations, Asian Development Bank, P.O. Box 789, 0980 Manila,
Philippines, send an e-mail to review@adb.org, or fax (632) 636-2648.

Ro
lli

e 
de

l R
os

ar
io

ADB On-line
www.adb.org

SNAPSHOT

WATER BURDEN: Every morning, millions of women—like these in Kalameti Ya, Sri Lanka—and girls around Asia begin the arduous
task of fetching water. Many walk long distances over rough terrain. A clean, dependable water supply close to the home and sanitation
are pivotal to improving the quality of life of poor women and their families. Lessening their workloads can free up time for women to
engage in economic activities to increase household incomes. For girls, the time saved can be used to attend school.
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OPERATIONS UPDATE

Compiled by Marcia R. Samson, Editorial Coordinator

Term (years) Interest/
including Service Date

US$ Million Grace Period Charge Approved

Bangladesh
Chittagong Hill Tracts Rural Development 30.00 32(8) 1.0/1.5 26 Oct
Northwest Crop Diversification 46.30 32(8) 1.0/1.5 21 Nov
Road Maintenance and Improvement 72.00 32(8) 1.0/1.5 29 Nov
Road Maintenance and Improvement 22.00 25(5) Variable 29 Nov
Meghnaghat Powera 50.00 5 Dec
Southwest Flood Damage Rehabilitation 54.80 32(8) 1.0/1.5 21 Dec

Bhutan
Road Improvement 9.60 32(8) 1.0/1.5 3 Oct

Cambodia
Provincial Power Supply 18.60 32(8) 1.0/1.5 5 Dec
Emergency Flood Rehabilitation 55.00 32(8) 1.0/1.5 21 Dec

China, People’s Republic of
Chongqing–Guizhou Roads Development

(Leichong Expressway) 120.00 24(4) Variable 21 Nov
Chongqing–Guizhou Roads Development

(Chongzun Expressway) 200.00 24(4) Variable 21 Nov
Tianjin Wastewater Treatment and Water

Resources Protection 130.00 25(5) Variable 11 Dec
West Henan Agricultural Development 64.30 25(5) Variable 19 Dec
Wind Power Development 58.00 20(3) Variable 20 Dec

India
Power Transmission Improvement (Sector) 250.00 20(5) Variable 6 Oct
Gujarat Power Sector Development Program—Program Loan 150.00 15(3) Variable 13 Dec
Gujarat Power Sector Development Program—Project Loan 200.00 20(5) Variable 13 Dec
Calcutta Environmental Improvement 250.00 25(6) Variable 19 Dec

Indonesia
Community Empowerment for Rural Development 50.00 32(8) 1.0/1.5 19 Oct
Community Empowerment for Rural Development 65.00 25(6) Variable 19 Oct
Marine and Coastal Resources Management 50.00 32(8) 1.0/1.5 26 Oct
Technological and Professional Skills Development Sector 180.00 25(6) Variable 29 Nov
Road Rehabilitation (Sector) 190.00 24(4) Variable 11 Dec
Decentralized Health Services 65.00 32(8) 1.0/1.5 14 Dec

Kazakhstan
Farm Restructuring Sector Development Program—Program Loan 25.00 15(3) Variable 14 Nov
Farm Restructuring Sector Development Program—Project Loan 20.00 25(5) Variable 14 Nov

Kyrgyz Republic
Skills and Entrepreneurship Development 25.00 32(8) 1.0/1.5 28 Nov

Lao People’s Democratic Republic
Decentralized Irrigation Development and Management Sector 15.50 32(8) 1.0/1.5 28 Nov
Rural Access Roads 25.00 32(8) 1.0/1.5 7 Dec

Marshall Islands
Skills Training and Vocational Education 6.82 32(8) 1.0/1.5 29 Nov

Micronesia, Federated States of
Basic Social Services 8.02 32(8) 1.0/1.5 20 Dec

Mongolia
Agriculture Sector Development Program—Program Loan 7.00 24(8) 1.0/1.5 21 Dec
Agriculture Sector Development Program—Project Loan 10.00 32(8) 1.0/1.5 21 Dec

Nepal

Crop Diversification 11.00 32(8) 1.0/1.5 9 Nov
Corporate and Financial Governance 7.30 32(8) 1.0/1.5 14 Dec
Melamchi Water Supply 120.00 32(8) 1.0/1.5 21 Dec

Pakistan
North-West Frontier Province Barani Area

Development—Phase II 52.00 32(8) 1.0/1.5 28 Nov
Small- and Medium-Size Enterprise Trade

Enhancement Finance 150.00 15(3) Variable 7 Dec
Microfinance Sector Development Program—Program Loan 70.00 24(8) 1.0/1.5 13 Dec

Loan Approvals, Fourth Quarter 2000

(continued on page II)

Loan Approvals
• Lending for both public and private sector operations to-

taled $5.85 billion for 90 loans in 74 projects.
• Of the total lending, loans with government guarantee

were $5.7 billion for 70 projects, comprising $4.1 billion
from ordinary capital resources (OCR) and $1.6 billion from
the Asian Development Fund (ADF).

• Lending to the private sector without government guaran-
tee totaled $156 million for four loans.

• Twenty-two developing member countries (DMCs) and
one regional project received ADB loans in 2000. India
received the largest amount ($1.3 billion or 23 percent),
followed by People’s Republic of China, Indonesia, and
Pakistan.

• Social infrastructure received the highest share of loans
with $1.4 billion or 24 percent of the total lending in 2000.

• The average loan size in 2000 was $65 million.
• Sixty-seven loans approved in 2000, involving $4.2 billion,

resulted from earlier technical assistance. Of this, $2.9 bil-
lion was from OCR and $1.4 billion from ADF.

Poverty Reduction
• Forty percent of project approvals, excluding private sector

and technical assistance loans, had poverty reduction as
their primary or secondary objective.

 • The Japan Fund for Poverty Reduction (JFPR) was estab-
lished with an initial contribution from the Government of
Japan of 10 billion yen (about $90.0 million) to support,
on a grant basis, ADB-financed projects with innovative
poverty reduction and related social development
activities in line with ADB’s poverty reduction strategy.
Five projects and programs totaling $7.5 million were
approved for JFPR financing.

• Negotiations on the seventh ADF replenishment (ADF VIII),
which is intended to provide resources for ADB’s
concessional lending operations during 2001–2004, were

ADB Operations
Total $6.1 Billion
in 2000

ADB Operations

$ Million
%

1999 2000 Change

Lending
OCR 3,908.1 4,257.9 9.0
ADF 1,070.5 1,592.5 48.8
Total Lending 4,978.6 5,850.4 17.5

Equity Investments 7.4 78.2 956.8
Technical Assistance

Grantsa 173.0 172.0 (0.6)

TOTAL 5,159.0  6,100.6 18.2

a Including regional activities.

(continued on page II)
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concluded in September 2000. The replenishment
agreed upon was $5.65 billion: 25 donors will contribute
$2.91 billion, and the balance will be met from existing and
internal resources.

Loan Disbursements
• A total of $4.0 billion was disbursed in 2000. Of this,

63 percent was for project loans, followed by program,
sector, and private sector loans.

Equity Investments
• ADB approved seven equity investments in the private

sector, totaling $78.2 million.

Technical Assistance
• In 2000, 306 technical assistance grants totaling $172 mil-

lion, were approved.
• The largest share (18 percent) of total technical assistance

went to social infrastructure, followed by agriculture and
natural resources, finance, and transport and communica-
tions.

• Of the technical assistance projects, 59 were for project
preparation, 174 for advisory and operational purposes,
and 73 for regional activities.

• Of the total amount for technical assistance, $77.7 million
came from  the Technical Assistance Special Fund, $77.1
million from the regular and supplementary contributions
to the Japan Special Fund, $7.6 million from the Asian Cur-
rency Crisis Support Facility, and $9.6 million from other
sources.

• Technical assistance components of loans in 2000 totaled
$245 million.

• The People’s Republic of China received the largest share
of technical assistance grants with $16.7 million or 9.7
percent of total, including regional technical assistance.
Other top recipients were Indonesia, India, and Viet Nam.

Cofinancing
• Cofinancing mobilized from all sources amounted to about

$3 billion for 41 projects—equivalent to 51 percent of
ADB’s total lending in 2000.

• Cofinancing arrangements made with commercial sources
totaled $2,261 million; official sources, $557 million; and
export credit agencies, $148 million.

ADB Operations
Total $6.1 Billion
in 2000
(continued from page I)

Loans Technical  Assistancea

Sector    US$ Million % US$ Million %

Agriculture and Natural Resources 1,051.20 17.97 24.03 17.56
Energy 1,141.60 19.51 9.29 6.79
Finance 185.40 3.17 17.82 13.02
Industry and Nonfuel Minerals 350.00 5.98 4.70 3.43
Social Infrastructure 1,400.16 23.93 24.70 18.05
Transport and Communications 1,344.20 22.98 15.20 11.11
Multisector 127.82 2.19 2.50 1.82
Others 250.00 4.27 38.62 28.22

Total 5,850.38 100.00 136.86 100.00

a Excludes regional technical assistance of $35.1 million.

Loans and Technical Assistance by Sector, 2000

Pakistan (continued)
Microfinance Sector Development Program—Project Loan 80.00 32(8) 1.0/1.5 13 Dec
Energy Sector Restructuring Program 300.00 15 (3) Variable 14 Dec
Energy Sector Restructuring Program 50.00 24(8) 1.0/1.5 14 Dec
Capacity Enhancement in the Energy Sector 5.00 32(8) 1.0/1.5 14 Dec

Papua New Guinea
Microfinance and Employment 9.60 33(8) 1.0/1.5 19 Oct
Provincial Towns Water Supply and Sanitation 15.34 32(8) 1.0/1.5 14 Dec

Philippines
North Luzon Expressway Rehabilitation and Expansiona 45.00 26 Oct
Infrastructure for Rural Productivity Enhancement Sector 75.00 25(7) Variable 31 Oct

Samoa
Small Business Development 3.50 32(8) 1.0/1.5 21 Nov

Solomon Islands
Post-Conflict Emergency Rehabilitation 10.00 32(8) 1.0/1.5 21 Dec

Sri Lanka
Protected Area Management and Wildlife Conservation 12.00 32(8) 1.0/1.5 19 Oct
Private Sector Development Program (Subprogram I) 85.00 24(8) 1.0/1.5 12 Dec
Private Sector Development Program (Subprogram I) 15.00 15(3) Variable 12 Dec
Kelanitissa Powera 26.00 19 Dec

Tajikistan
Power Rehabilitation 34.00 32(8) 1.0/1.5 20 Dec
Road Rehabilitation 20.00 32(8) 1.0/1.5 20 Dec

Uzbekistan
Railway Modernization 70.00 25(5) Variable 31 Oct
Small and Medium Enterprise Development 50.00 15(3) Variable 11 Dec

Viet Nam
Thu Duc Build-Operate-Transfer Water Treatmenta 35.00 9 Nov
Rural Health 68.30 32(8) 1.0/1.5 9 Nov
Tea and Fruit Development 40.20 32(8) 1.0/1.5 14 Nov
Rural Enterprise Finance 80.00 32(8) 1.0/1.5 12 Dec

Regional
Almaty–Bishkek Regional Road Rehabilitation

(Kazakhstan component) 65.00 24(4) Variable 31 Oct
Almaty-Bishkek Regional Road Rehabilitation

(Kyrgyz Republic component) 5.00 32(8) 1.0/1.5 31 Oct

TOTAL 4,132.18

a  Private sector loan.

Loan Approvals, Fourth Quarter 2000
Term (years) Interest/

including Service Date
US$ Million Grace Period Charge Approved

(continued from page I)

Loan Approvals and
Disbursements, 1996–2000
($ million)
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Cofinancing Arrangements, Fourth Quarter 2000
Member/Project US$ Million Source

Loan Projects

Bangladesh
Chittagong Hill Tracts Rural Development 15.00 Danish International Development Assistance,

  Denmark
3.60 Palli Karma-Sahayak Foundation, Bangladesh

Meghnaghat Powera 20.00 Commercial banks under ADB’s
  Complementary  Financing Scheme

80.00 Infrastructure Development Company Limited
70.00 Commercial banks under ADB’s Political Risk

  Guarantee
Cambodia
Provincial Power Supply 2.50 Agence Francaise de Développement (AFD), France
Emergency Flood Rehabilitation 2.00 World Food Program
China, People’s Republic of
Chongqing-Guizhou Roads Development 79.30 China Construction Bank (CCB)
   (Leichong Expressway)
Chongqing-Guizhou Roads Development 85.00 CCB
   (Chongzun Expressway) 171.00 China Development Bank (CDB)
Tianjin Wastewater Treatment and Water

Resources Protection 87.80 CDB
Wind Power Development 12.00 Global Environment Facility (GEF)

9.40 Domestic banks, PRC
India
Power Transmission Improvement (Sector) 16.30 Domestic banks, India

120.00 Commercial banks under ADB’s Partial Credit
  Guarantee

Calcutta Environmental Improvement 30.00 Department for International Development,
  United Kingdom

Kazakhstan
Almaty-Bishkek Regional Road Rehabilitation 25.00 European Bank for Reconstruction and

  Development
0.40 Transport Corridor Europe Caucasus Asia

  (TRACECA)
Farm Restructuring Sector Development Program 3.49 Domestic banks, Kazakhstan

 (Project Loan)
Kyrgyz Republic
Almaty-Bishkek Regional Road Rehabilitation 0.40 TRACECA
Lao People’s Democratic Republic
Decentralized Irrigation Development and
  Management Sector 2.70 AFD
Rural Access Roads 5.00 OPEC Fund for International Development

  (OPEC Fund)
Nepal
Melamchi Water Supply (Investment Project) 80.00 International Development Association

52.00 Japan Bank for International Cooperation
  (official development assistance [ODA])

18.00 Japan
9.00 Nordic Development Fund (NDF)

28.00 Norwegian Agency for Development
  Cooperation

14.00 OPEC Fund
25.00 Swedish International Development

  Cooperation Agency (Sida)
Pakistan
North-West Frontier Province Barani Area 14.80 International Fund for Agricultural Development

Development, Phase II 1.20 Participating financial institutions, Pakistan
Small and Medium-Size Enterprise Trade 150.00 Commercial banks under ADB’s Political Risk

Enhancement Finance   Guarantee
Philippines
North Luzon Expressway Rehabilitation and 10.63 ABB Export Bank, Switzerland
  Expansion 30.00 Compagnie Francaise d’Assurance pour le

  Commerce  Exterieur (COFACE), France
10.63 Credit Agricole, France

(continued on page IV)

Appointments
• Rolf Zelius—Chief, Office of Environment and Social De-

velopment, 27 December 2000;
• Arvind Panagariya—Chief Economist, Economics and

Development Resource Center, to report on 9 April 2001;
and

• Zhu Xian—Senior Advisor, Office of the Director, Infra-
structure, Energy, and Financial Sectors Department
(West), to report on 9 April 2001.

Movements (by effective date)
• Philip C. Erquiaga—Assistant Treasurer, Risk Manage-

ment Division, Treasurer’s Department, promotion effec-
tive 27 October 2000;

• Jan P.M. van Heeswijk—Director, Indonesia Resident
Mission, promotion effective 2 November 2000;

• Ferdinand P. Mesch—Assistant Secretary, Office of the
Secretary, promotion effective 3 November 2000;

• B. N. Lohani—Secretary, Office of the Secretary, promo-
tion effective 13 November 2000;

• Yoshihiro Iwasaki—Director, Programs Department
(West) concurrently Head, Regional Economic Monitoring
Unit, promotion effective 26 November 2000;

• Robert Y. Siy, Jr.—promotion from Senior Economist/
Programs Officer to Manager, Pacific Operations Division,
Office of Pacific Operations effective 29 November 2000;

• Amarjit Singh Wasan—Manager, Compensation and
Benefits Division, Budget, Personnel and Management
Systems Department, promotion effective 1 December
2000;

• Rakesh Gupta—Manager, Financial, Administrative and
Information Systems Division, Office of the General Audi-
tor, promotion effective 1 December 2000;

• Normin S. Pakpahan—Manager, General Services Divi-
sion, Office of Administrative Services, promotion effec-
tive 4 December 2000;

• J. Warren Evans—Manager, Environment Division, Of-
fice of Environment and Social Development, promotion
effective 17 December 2000;

• Jungsoo Lee—promotion from Resident Representative
to Director, Japanese Representative Office, promotion
effective 19 December 2000;

• Yoong-Soo Seo—Assistant Controller, Disbursement
Division, Controller’s Department, promotion effective
28 December 2000;

• Kazu Sakai—Programs Manager, Division 2, Programs
Department (West), promotion effective 28 December
2000;

• Ping-Yung Chiu—return from secondment as Controller,
Controller’s Department effective 1 February 2001;

• Filologo L. Pante, Jr.—Programs Manager, Division 3,
Programs Department (West), secondment as President
and Chief Executive Officer of the Asian Finance and
Investment Corporation effective 1 February 2001;

• V.N. Gnanathurai—Resident Representat ive,
Uzbekistan Resident Mission, promotion effective 1 March
2001, and transfer and redesignation to Assistant Chief
Economist, Statistics and Data Systems Division, Econom-
ics and Development Resource Center effective 12 March
2001;

• Vladimir Bohun—Director, transfer from Infrastructure,
Energy, and Financial Sectors Department (East) to Opera-
tions Evaluation Department effective 12 March 2001;

Senior Appointments
and Movements
(from 26 October 2000 to 20 March 2001)

(continued on page IV)
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• J. Antonio M. Quila—transfer and redesignation from
Chief, Operations Evaluation Office to Special Advisor to
the President, Office of the President effective 12 March
2001;

• Zhang Zhixiang—promotion from Chief to Director, Of-
fice of Administrative Services effective 12 March 2001;

• Pradumna B. Rana—Manager, Regional Economic
Monitoring Unit, promotion effective 16 March 2001;

• Marshuk Ali Shah—transfer and redesignation from
Manager, Division 1, Programs Department (West) to
Resident Representative, Pakistan Resident Mission effec-
tive 19 March 2001;

• Sultan Hafeez Rahman—promotion from Head Opera-
tions and Policy Coordination, Office of the Director to
Manager, Division 1, Programs Department (West) effec-
tive 22 March 2001;

• C.R. Rajendran—promotion from Senior Projects Spe-
cialist, Forestry and Natural Resources Division, Agricul-
ture and Social Sectors Department (West) to Manager,
Division 3, Programs Department (West) effective 22
March 2001;

• Peter C. Darjes—transfer and redesignation from Man-
ager, Operations Evaluation Division East, Operations
Evaluation Department to Resident Representative,
Uzbekistan Resident Mission effective upon assumption of
office; and

• Karti Sandilya—transfer and redesignation from Man-
ager, Poverty Reduction Unit, Strategy and Policy Depart-
ment to Regional Representative, North American Repre-
sentative Office effective upon assumption of office.

Senior Appointments

Borrower OCR ADF Total

Bangladesh 0.00 103.27 103.27
Bhutan 0.00 5.39 5.39
Cambodia 0.00 12.40 12.40
China, People’s Rep. of 323.23 0.00 323.23
Cook Islands 0.00 0.02 0.02
Fiji Islands 1.84 0.00 1.84
India 291.04 0.00 291.04
Indonesia 249.52 16.76 266.28
Kazakhstan 13.10 0.99 14.09
Kiribati 0.00 0.27 0.27
Korea, Rep. of 0.64 0.00 0.64
Kyrgyz Republic 0.00 5.85 5.85
Lao PDR 0.00 8.94 8.94
Malaysia 7.48 0.00 7.48
Maldives 0.00 0.20 0.20
Marshall Islands 0.00 2.30 2.30
Micronesia, Fed. States of 0.00 1.08 1.08
Mongolia 0.00 6.67 6.67
Nepal 0.00 22.10 22.10
Pakistan 117.93 97.19 215.12
Papua New Guinea 3.29 0.80 4.09
Philippines 32.24 10.46 42.69
Samoa 0.00 0.26 0.26
Sri Lanka 0.00 23.73 23.73
Tajikistan 0.00 10.31 10.31
Thailand 40.76 0.00 40.76
Tonga 0.00 0.32 0.32
Uzbekistan 12.52 0.52 13.04
Vanuatu 0.00 7.21 7.21
Viet Nam 25.31 91.85 117.16

TOTAL 1,118.89 428.86 1,547.75

Loan Disbursements,
Fourth Quarter 2000 (US$ million)

Cofinancing Arrangements, Fourth Quarter 2000

10.63 Dai-Ichi Kangyo Bank, Japan
10.63 Deutsche Genossenschaftsbank, Germany
55.00 Export Finance and Insurance Corporation, Australia
45.00 International Finance Corporation
10.62 Indosuez, France
10.62 Industrial Bank of Japan
10.62 Sumitomo Bank, Japan
10.62 Westdeutsche Landesbank, Germany

Infrastructure for Rural Productivity 1.00 International Labour Organization
 Enhancement Sector

Papua New Guinea
Microfinance and Employment 0.91 Australian Agency for International

  Development (AusAID)
Provincial Towns Water Supply and Sanitation 1.80 AusAID
Sri Lanka
Protected Area Management and Wildlife Conservation 10.20 GEF

4.00 Netherlands
Private Sector Development Program (Subprogram I) 1.00 Sida
AES Kelanitissa Powera 52.00 Commercial banks under ADB’s Political Risk

   Guarantee
Tajikistan
Power Rehabilitation 9.30 Islamic Development Bank

6.00 Swiss Development Corporation
Road Rehabilitation 4.00 OPEC Fund
Uzbekistan
Railway Modernization 5.00 OPEC Fund
Viet Nam
Thu Duc Build-Operate-Transfer Water Treatment 48.00 COFACE

15.00 Export-Import Bank of Malaysia Berhad
Rural Health 0.50 United Nations Population Fund

1.00 United Nations Children’s Fund
0.30 World Health Organization

Tea and Fruit Development 4.90 Participating financial institutions, Viet Nam

Total Loans 1,612.80

  a  Private sector loan.

Technical Assistance Projects
China, People’s Republic of
Wind Power Development                                               6.00 Global Environment Facility (GEF)
Papua New Guinea
Microfinance and Employment                0.91 Australian Agency for International

  Development (AusAID)
Rehabilitation of the Maritime Navigation Aids System 0.80 AusAID
The Governance and Public Sector Reform Program 0.38 AusAID
Sri Lanka
Protected Area Management and Wildlife Conservation  10.20 GEF
Tajikistan
Capacity Building for Environmental Assessment

and Monitoring                                                   0.60 Finland
Thailand
Mae Moh Environmental Evaluation            0.50 Switzerland
Viet Nam
Capacity Building for Water Resources Management
   (Technical Assistance Cluster)                                       2.00 Netherlands
Secondary Education Sector Masterplan                         0.44 Belgium
Regional
Fifth Agriculture and Natural Resources Research            0.28 Denmark
   at CGIAR Centers
Regional Initiative to Eliminate Micronutrient

Malnutrition in Asia  through Public-Private Partnership 0.30 Denmark

Total Technical Assistance                   22.41

 TOTAL             1,635.21

Member/Project US$ Million Source

Philippines (continued)

(continued from page III)


