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Foreword
With the adoption of its Poverty Reduction Strategy (PRS) in 1999, poverty reduction

became the Asian Development Bank (ADB)’s overarching goal. The implementation of the
PRS required a host of institutional reforms in ADB. In 2004, a review of the PRS was undertaken,
which confirmed the continued relevance of the basic framework for poverty reduction in the
PRS comprising the three pillars—pro-poor sustainable economic growth, social development,
and good governance. The review also identified a need for greater country focus with a stronger
alignment of ADB’s operations with a country’s own national poverty reduction strategy and
developing stronger partnerships around it, increasing results orientation, and greater emphasis
on capacity development.

Implementing the enhanced PRS involves a myriad of changes in ADB itself. Staff are
challenged to (i) improve the country poverty diagnostic, (ii) prepare high-quality country strategies
and programs, (iii) assist countries in their efforts to develop more effective national poverty
reduction strategies and to better support them, (iv) work more meaningfully with other
stakeholders helping countries meet their Millennium Development Goal (MDG) commitments,
(v) define and track results at all levels of ADB’s operations, and (vi) ensure that ADB is an open,
transparent, and accountable partner in the battle to eradicate poverty in the Asia and Pacific
region.

Toward this end, new guidelines and staff instructions have been issued to ensure that
the enhanced PRS can be implemented as efficiently and effectively as possible. This handbook
focuses and further elaborates on the changes introduced. It describes the rationale, policies,
and procedures for assisting the developing member countries combat poverty. It contains
numerous illustrations of the manner in which poverty-focused analysis, programming, project
formulation, and monitoring and evaluation have been incorporated into ADB’s evolving assistance
tool kit.

ADB has become a learning organization and, as the organization learns, good practices
are incorporated into its strategies and policies. This handbook is therefore expected to be
periodically reviewed and revised to reflect new policies and procedures that have been adopted
in ADB.

We hope that staff will find this handbook useful in assisting them better implement
ADB’s poverty reduction mandate. 

Bindu N. Lohani
Director General, RSDD
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A.A.A.A.A. Introduction:Introduction:Introduction:Introduction:Introduction: Purpose and StructurePurpose and StructurePurpose and StructurePurpose and StructurePurpose and Structure
of the Handbookof the Handbookof the Handbookof the Handbookof the Handbook

Poverty has many dimensions. The 2004 Enhanced Poverty Reduction Strategy defines
impoverishment as a multi-dimensional construct:

“Poverty is characterized by a lack of access to essential goods, services, assets,
and opportunities to which every human being is entitled. Everyone should
be free from hunger, should be able to live in peace, and should have access to
basic education and primary health care services. Poor households need to
sustain themselves by their labor and be reasonably rewarded and should
have a degree of protection from external shocks. In addition, individuals and
societies are also poor—and tend to remain so—if they are not empowered to
participate in making the decisions that shape their lives (p. 1).”

Poverty reduction is ADB’s overarching goal, and all of ADB’s activities are to be designed
to contribute to poverty reduction, either directly or indirectly. Through support to poverty reduction
at the country and regional levels, ADB contributes to the greater global effort to foster achievement
of the Millennium Development Goals (MDGs). At the Millennium Summit in September 2000,
world leaders adopted the Millennium Declaration, committing their nations to a global partnership
to reduce poverty, improve health, and promote peace, human rights, gender equality, and
environmental sustainability. The World Summit of 2005 took stock of progress made in achieving
the MDGs, and reaffirmed the international community’s commitment to achieving the MDGs.
In his remarks to the 2005 World Summit1, ADB President Kuroda underscored the importance
of accelerating efforts to poverty reduction in the Asia and Pacific region:

I. ADB’S Approach to Poverty
Reduction: An Overview

Since the Asian Development Bank (ADB) adopted its Poverty Reduction Strategy (PRS) in 1999,

several developments have occurred in the Asia and Pacific region. Given the experience with

implementing the 1999 PRS and progress on poverty and the Millennium Development Goals (MDGs)

in the region, some important changes have been introduced through the enhanced PRS. This chapter

provides the backdrop of status of poverty in the region and explains the rationale for ADB’s overall

institutional response in terms of the enhanced PRS and several recent initiatives.

1 Statement of President Haruhiko Kuroda, Asian Development Bank, High-level Plenary Meeting of the General Assembly, United
Nations (UN) Headquarters, New York, 14–16 September 2005.
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“No other developing region of the world has been more successful in creating
economic growth and alleviating absolute poverty. But achieving all the MDGs
by 2015 still requires massive investments in services and infrastructure to
meet basic human needs. The scale of deprivation in Asia and the Pacific is
daunting. The region has more people with inadequate nutrition, more living
in slum conditions, and more without access to water and sanitation than
any other developing region of the world (p.1).”

The purpose of this handbook is to assist professionals involved in the programming and
preparation of assistance activities financed by the ADB, in their efforts to address effectively the
many elements of poverty reduction in the region. The handbook provides country economists,
poverty reduction specialists, social development specialists, project team leaders, staff, consultants,
and national executing and implementing agencies in partner governments with analytical
approaches to assist in understanding and addressing the complex realities underlying poverty.
It highlights opportunities for ADB to: (i) support a country-led process of poverty reduction,
(ii) align assistance with the national poverty reduction strategy, (iii) assist developing member
countries (DMCs) achieve the MDGs and other national poverty reduction results, (iv) make use
of national systems, (v) harmonize ADB support with that of other development partners, and
(vi) become jointly accountable for poverty reduction results.

The intent of this handbook is to present techniques that can be used for incorporating
poverty considerations in country analysis and programming, and project preparation and
management. It includes tools and describes approaches for incorporating poverty analysis into
program planning, project preparation and performance assessment. Given that all PRS pillars,
all ADB sectors and themes, and all ADB reforms and operational activities aim to reduce poverty,
this handbook will be periodically updated to reflect lessons from ongoing experience of operational
activities, theoretical advances, and new ADB processes and procedures.

Chapter I of this handbook provides an overview of the poverty situation in the region,
and ADB’s institutional response. The subsequent sections of the handbook are structured to
reflect ADB’s operational cycle and business practices, providing guidance on contributing to the
national poverty reduction strategy (chapter 2), preparing a country poverty analysis (chapter 3),
incorporating poverty considerations in the country strategy and program (chapter 4), poverty
assessment in project preparation (chapter 5), and performance monitoring and assessment
(chapter 6). For ease of reference, separate chapters are provided for each of the main stages in
the country assistance programming cycle. Relevant appendixes that provide essential supporting
documentation are presented in the back of the handbook.

B.B.B.B.B. TTTTThe Phe Phe Phe Phe Poveroveroveroveroverty Contextty Contextty Contextty Contextty Context

1. Long-term Trends and Strategic Lessons

Asia and the Pacific made impressive progress in reducing income poverty in the 1990s,
in spite of the 1997 financial crisis that depressed growth and increased poverty incidence.
Using a $1-a-day standard, poverty incidence declined significantly from 1990 to 2003. In 1990,
about 34% of the population in the region lived below the poverty line. By 2003, this proportion
had come down to 19% (Figure 1.1). The number of poor persons declined by about 300
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million, from an estimated 920 million in 1990 to 620 million by the end of 2003, with much of
the progress accounted for by the People’s Republic of China (PRC) and, to a lesser extent, by
India, Indonesia, Pakistan, and Viet Nam. While remarkable progress in reducing income poverty
has been registered in the region, a large number have incomes that are still only just above the
poverty line such that an adverse shock could easily push them under. Although the region is still
home to two thirds of the world’s poor, Asia and the Pacific’s poverty reduction performance in
the 1990s compares favorably with that of other developing regions where the number of poor
people increased.

The non-income dimensions of poverty have registered much less progress in Asia and
the Pacific, calling into question the likelihood of achieving the non-income MDGs. Low and low-
middle income countries in the region have generally tended to underinvest in the social sectors.
Public spending in health and education in the low income countries is in the range of 4–6% of
gross domestic product (GDP) compared to levels twice that found in Asia’s low-middle and
middle income countries. In the low income countries, poor households tend to bear a large
proportion of the costs of health and education services, because public expenditures, inadequate
to begin with, often fail to reach the poor. In turn, countries with low social indicators tend to
record low economic growth, which further constrains government revenues. With competing
pressures on public expenditures, social sector investments tend to receive a low priority—what
investments are made tend not be managed well.2 This vicious cycle needs to be broken if
poverty is to be reduced.

While development strategies and policies should be cast in terms of country-specific
starting points, potentials, and constraints, there are valuable lessons to learn from the region’s
experience in poverty reduction. Studies undertaken by ADB on poverty reduction strategies in
the last few years have identified several key lessons from Asia and the Pacific experiences for
fostering development in a manner that is inclusive and effective in reducing poverty.3

2 For more details on the targeting and delivery of social services, see World Bank. 2004. World Development Report 2004: Making
Services Work for Poor People. Washington DC.

3 See Seiji Naya. 2002. The Asian Development Experience: Overcoming Crises and Adjusting to Change, Asian Development Bank.
Manila. M.G. Quibria. 2002. Growth and Poverty: Lessons from the East Asian Miracle Revisited. ADB Research Institute Paper 33.
Tokyo: ADB Institute. Shiladitya Chatterjee. 2005. Poverty Reduction Strategies—Lessons from Asia-Pacific on Inclusive Development.
Asian Development Review. 2005.

Figure 1.1: PFigure 1.1: PFigure 1.1: PFigure 1.1: PFigure 1.1: Poveroveroveroveroverty Incidence Based on International Pty Incidence Based on International Pty Incidence Based on International Pty Incidence Based on International Pty Incidence Based on International Poveroveroveroveroverty Linety Linety Linety Linety Line
($1/day)

Source: ADB Key Indicators. 2005.
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First, high rates of economic growth have had the most significant impact on reducing
poverty. East Asia’s growth was sufficiently high enough in the 1970–2000 period to overcome
growing inequalities and still cause substantial reduction in poverty. South Asia, on the other
hand, did not experience significant growth in inequality, but its growth was insufficient to
cause much reduction in poverty. The proximate cause of high economic growth in the East
Asian countries was a state that guided market-led development. Confidence in the credibility
of the state’s commitment to a congenial market-oriented investment climate, underpinned
by favorable policies and institutions, resulted in sustained high rates of investment. Another
critical element of the policy package was openness to trade and technology, which gave
these economies the opportunity to exploit international market trading opportunities and access
new technologies and raw materials, which helped sustain competitiveness and foster
modernization. Adherence to prudent macroeconomic policies, labor market flexibility, and market-
supporting political and legal institutions that favored profit-making over rent-seeking were
complemented by economic openness. Crafting policies that inspired efficient private sector-led
growth and development has been central to East Asia’s success in poverty reduction.

Second, to make growth inclusive, the Asia and Pacific experience appears to suggest that
the sectoral composition of growth does matter. Primary sector growth has invariably played a
significant role in poverty reduction in this region, given that for much of the 20th century, poverty
in Asia was largely a rural phenomenon. Higher agricultural output and rural incomes resulted
from the green revolution. Between 1970 and 1995, cereal production doubled, with almost all
of the increase stemming from higher productivity on practically the same amount of agricultural
land. In those parts of rural Asia where the new technology was adopted, incomes and employment
increased, and the perennial food shortage problem was largely solved.4 DMCs that grew earliest
and fastest, such as PRC, Malaysia, Thailand, and Indonesia, and have reduced rural poverty the
most, witnessed rapid progress in agriculture.5 However, regions or countries at different stages
of development would have different sectoral structures. Thus, there are findings that where
poverty has been mainly a rural phenomenon, such as in South Asia or in earlier stages of East
Asia’s development, agricultural growth needs to be increased, agriculture being the main avocation
of the rural sector. On the other hand, where countries are at a stage where the primary sector
has ceased to be the dominant sector and the Kuznets U-turn has already occurred, secondary
sector growth may be more important both to absorb rapidly the rural poor as well as reduce
poverty in those employed in the secondary sector6.

Third, labor absorbing growth is a powerful poverty reducing process. Labor is generally
the main asset of the poor, and the more labor-intensive growth is, the better the poor are able
to connect to the growth process. The experience of East Asia is quite different from South Asia
in this respect. East Asia had experienced substantial growth of formal employment compared
to its population growth than did South Asia. There were considerably more rigidities in labor
absorption capacity in South Asia compared to East Asia, which could be due to a variety of
reasons, including the inflexibility of labor markets. The focus should not be on flexibility of labor

4 Asian Development Bank. 2000. Rural Asia: Beyond the Green Revolution: A Study of Rural Asia Overview. Manila: ADB.
5 See Oshima, Harry T. 1993. Strategic Processes in Monsoon Asia’s Economic Development, Baltimore: Johns Hopkins University

Press. Shiladitya Chatterjee, Growth, Structural Change and Optimal Poverty Interventions. ADB Occasional Paper Number 13.
Manila. John Yee, Steve Tabor, and Joel Nave. 2004. Rural Development Policies in Asia and the Pacific: Lessons Learned and
Future Course of Action. FAO Regional Ministerial Roundtable Meeting on Spearheading Subregional Cooperation for Eradication of
Poverty and Food Insecurity in Asia and the Pacific.

6 Agriculture is the primary sector and industry is defined as the secondary sector. The Kuznet’s U-turn refers to the income level at
which income inequality declines with an increase in average incomes.
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legislation alone, since such legislation is usually confined to the organized sector above a
certain firm size. It also involves (i) promoting policies that allow a faster structural transformation
from primary to secondary and tertiary production, and reduces dualistic rigidities in the economy;
(ii) policies that allow an unfettered growth of the secondary and tertiary sectors; (iii) reducing
costs of migration; (iv) allowing the convenient location of industries close to sources of labor to
reduce costs of providing urban services; and (v) other policies aimed at enabling the private
sector to operate competitively, and foster rapid structural transformation.

Fourth, apart from policies that impact indirectly on poverty through growth, the Asia and
Pacific region also followed a number of direct, targeted poverty reduction interventions with
varied success. East Asian countries, as contrasted to South Asian countries, had all undertaken
land reforms and therefore—as many would argue—had better initial conditions to spur inclusive
development. However, undertaking land reforms is increasingly difficult owing to the political
opposition it generates and to the decline in the importance of agriculture in Asian economies.
Land reform would be important only where agriculture still is an important activity. In such
countries, given usual opposition to radical measures, there is still scope to undertake less
radical second-best measures that have substantial impact such as tenancy registration,
improvement in land records, promotion of land rights of women, and provision of social assistance
to those unable to participate in the market economy. Similarly, providing the poor with access
to finance is also crucial. Asia and Pacific has yet to utilize microfinance to its potential and the
region has had few success stories (except for examples such as Grameen Bank in Bangladesh,
BRI Unit Desa in Indonesia, and BAAC in Malaysia). For microfinance to succeed in the Asia and
Pacific region, the overall environment within which it has to operate must be improved, including
deregulating interest rates, formalizing the property rights (i.e. to housing, land and moveable
assets) of the poor, developing easier collateral for small account holders, and developing improved
rural transport and communications infrastructure to better service numerous small accounts.
Support for inclusive development should also ensure that focused attention be paid to the
region’s disadvantaged populations, whether deprived due to lack of incomes or by gender,
caste, belonging to indigenous groups, and minority status or through living in geographically
remote areas.

Fifth, investments in human capital development have been a major driving force in
growth and inclusive development in the Asia and Pacific region. Human capital not only enables
growth; if targeted toward the poor and disadvantaged, it can also act directly as a powerful
measure of inclusive development and poverty reduction. In education, the Asia Pacific region
has made good progress, although South Asia has yet to catch up with East Asia’s achievements
in primary and secondary education. The future strategy for Asia and Pacific will be to further
expand enrolments in primary and secondary education, reduce illiteracy further, and focus
more attention on improving the quality of education. In health, the story is similar in terms of
attainments and the differences in achievements within the Asia and Pacific’s subregions. In
gender equality also, this subregional variation is evident. The key human development indicators
are also included as part of the non-income MDGs, reflecting the importance the international
community attaches to them. Whatever this global partnership may bring, Asia and Pacific must
continue providing high priority in allocating resources to human development, including harnessing
private resources, building capacity, and reforming delivery institutions to make services more
efficient, better targeted, and more responsive to market requirements.

Sixth, infrastructure, particularly rural infrastructure, has been in the Asia and Pacific context
an important instrument for directly reducing poverty, in both its income and non-income
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dimensions.7 If well targeted to poorer regions, infrastructure removes critical binding constraints
that prevent the poor from increasing their incomes and gaining access to basic services.
Infrastructure can also be an important instrument of regional cooperation and can bring poor,
remote, and landlocked regions into the economic mainstream by enabling connectivity across
frontiers to increase trade and incomes of the poor.

Seventh, in Asia, the poor often occupy environmentally fragile lands, such as river
embankments, steep and unstable slopes, and areas prone to drought or floods. Living on and
using such land for subsistence, the poor contribute to environmental degradation and make
such areas even more fragile and disaster prone. Stabilizing and improving degraded environments
inhabited by the poor and introducing sustainable ecosystems management and production
systems are key to poverty reduction. Likewise, disaster risk reduction and disaster preparedness
for the poor inhabiting fragile and natural disaster-prone regions also will be critical to poverty
reduction and sustainable development.

SEVEN KEY LESSONS FROM THE ASIA AND PACIFIC REGION

1. High rates of economic growth have had a significant impact on poverty reduction.
2. The sectoral composition of growth matters.
3. Labor-intensive growth is the most pro-poor.
4. Direct poverty reduction interventions have had varying degrees of success.
5. Improved human capital is a driving force behind growth, inclusive development, and

poverty reduction.
6. Infrastructure can have a direct poverty reduction effect.
7. Environmental sustainability must be enhanced to have a lasting effect on poverty

reduction.

C.C.C.C.C. Recent PRecent PRecent PRecent PRecent Poveroveroveroveroverty Statusty Statusty Statusty Statusty Status
Recent ADB estimates8 place the number of people subsisting on less than $1 a day9 at 621.4
million in 2003 (with a head-count ratio of 19.3%), down from 921.5 million (34.3%) in 1990.
Much of this progress is due, however, to advances in just a few countries. The number of poor
people is projected to fall further to 346.6 million (9.3%) by 2015 and could even be as low as
107.6 million (2.9%) on more favorable assumptions of growth and inequality. Thus, the region
is projected to meet the target of halving the proportion of poor over the 1990 level. However,
unless growth and inequality trends are favorable, of the 20 DMCs studied, as many as 5 may
not meet the target based on projections made in 2005. Moreover, more than half of the
population had incomes less than $2 per day in 2003, suggesting that vulnerability to income
poverty remains widespread in the region.

7 See ADB. 2005. Assessing the Impact of Transport and Energy Infrastructure on Poverty Reduction.
8 ADB. 2005. Key Indicators 2005: Labor Markets in Asia: Promoting Full, Productive and Decent Employment. See the ADB’sannual

Key Indicator Series, the UNDP/ESCAP Annual MDG Reports, and the World Bank’s Global Economic Prospects reports for a review
of income and non-income poverty estimates. These draw on both national poverty lines and internationalcomparators to assess
progress in poverty reduction.

9 Despite the many shortcomings of the $1-a-day measure, it is the only one that can be used to make intercountry comparisons and
measure overall extent of poverty in the region.
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ADB, the United Nations Economic and Social Commission for Asia and the Pacific
(UNESCAP), and United Nations Development Programme (UNDP) have collaborated to review
progress in achieving the MDGs in the Asia and Pacific region.10 The results reported on the $1
a-day measure are similar. Using national poverty lines for the 13 countries that have assessed
poverty during the period 1990 to 2001 period, the proportion of people living in poverty also
fell, though less dramatically—from 21.3% to 19.4%.11

A strong relationship exists between growth and income poverty reduction, which has
been the subject of considerable work undertaken by ADB and the World Bank.12 A recent ADB
study13 found, for example, that a 1% increase in per capita income growth led to a 2% decline
in income poverty in a sample of Asian developing countries. Interestingly, the study found that
for a larger sample, including 51 developing countries around the world, the relationship is less
strong, with a 1% per capita income growth responsible for just 1.5% decline in poverty incidence.
An important reason for this is lower initial inequality in income distribution in the Asia and
Pacific region. Table 1.1 shows data on the decomposition of poverty reduction which decomposes
changes in poverty reduction into income growth and income distribution changes (along with a
residual) in selected countries in Asia between the late 1980s to early 2000s. It shows that while
growth has undoubtedly been the primary driving force in poverty reduction, rising inequality is
starting to reduce the impact of growth on poverty reduction. This is seen particularly in Bangladesh
(1991–1995), China-rural (1996–2001), India-urban (1983–1987), and Philippines (1994–1997).

Non-income poverty remains a major concern in the region. Data from the 2005 joint
study by ADB, UNESCAP, and UNDP reveals that achieving non-income MDGs continues to be
a major concern in South Asia, the Central Asian republics, the transition economies in Southeast
Asia and a few other large countries in the subregion (such as Indonesia and the Philippines),
and several Pacific islands. MDG progress is also a concern at the subnational level, particularly
in the poorer parts of rural Asia and Pacific. Figure 1.2 shows the 27 ADB DMCs that are “off-
track” or unlikely to meet 25% or more of the MDG indicators given current trends.14 In terms of
sectors “at risk” for the DMCs, Figure 1.3 shows that of the DMCs for which data are available,
more than one third of the countries were off-track for the main health indicators, water indicators,
rural sanitation, and two critical environment indicators. From a quarter to a third of the countries
were off-track for the net enrollment ratio in primary education and pupils reaching grade 5,
urban sanitation, gender equality in tertiary education, and HIV prevalence.

This analysis on MDGs confirms the findings of the PRS review: the region considerably
risks not attaining the non-income MDGs (Figures 1.2 and 1.3). Data deficiencies on the MDGs
are, however, a serious issue and requires accepting these results with caution.15 Much greater
efforts are needed in the problem countries, particularly in health, water supply, and sanitation.
Other main areas are primary education and environment. The lack of gender equality in tertiary
education and empowerment reflects the general lack of economic and social participation of

10 UNESCAP, UNDP, and ADB. 2005. A Future Within Reach: Reshaping Institutions in a Region of Disparities to Meet the Millennium
Development Goals in Asia and the Pacific. United Nations. Thailand.

11 Given an increase in the size of the population, this implies that there was a reduction in the incidence of poverty without a
corresponding reduction in the magnitude of poverty in those countries.

12 See for instance D. Dollar and Kray, A: Growth is Good for the Poor: World Bank (2000), which sparked off a spate of studies on
the linkage between growth and income distribution.

13 ADB: Key Indicators 2004: Special Chapter on “Poverty In Asia: Measurement, Estimates and Prospects.”
14 The following developing member countries (DMCs), however, were found to be off-track in less that 25% of the indicators

studied: Sri Lanka; Kyrgyz Republic; Fiji Islands; Bhutan; Thailand; Solomon Islands; Palau; Republic of Korea; Malaysia; Tonga; Hong
Kong, China; Tuvalu; Singapore; Nauru.

15 Studies of 41 ADB members, covering 25 indicators, showed that on average only two thirds of the data was available. MDG data
needs to be improved greatly.
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TTTTTable 1.1: Decomposition of $1able 1.1: Decomposition of $1able 1.1: Decomposition of $1able 1.1: Decomposition of $1able 1.1: Decomposition of $1-per-day P-per-day P-per-day P-per-day P-per-day Poveroveroveroveroverty in Selected Countriesty in Selected Countriesty in Selected Countriesty in Selected Countriesty in Selected Countries

Economy Reference Change in Poverty Poverty Distributions
Years (percentage points

 per annum) Growth Distribution Residual

EaEaEaEaEast Asiast Asiast Asiast Asiast Asia

PRC–Rural 1990–1993 -1.77 -2.21 0.52 -0.07
1993–1996 -4.75 -6.32 1.22 0.35
1996–2001 0.34 -0.42 0.76 0.0

Southeast AsiaSoutheast AsiaSoutheast AsiaSoutheast AsiaSoutheast Asia

Indonesia 1996–1999 0.36 2.65 -2.05 -0.24
1999–2002 -2.58 -3.50 1.21 -0.04

Philippines 1994–1997 -1.53 -2.77 1.28 -0.04
1997–2000 0.57 0.56 0.00 0.01

Thailand 1992–1996 -1.48 -0.92 -0.67 0.11
1996–2000 0.45 0.56 -0.03 -0.08

Viet Nam 1993–1998 -4.21 -4.23 0.14 -0.12
1998–2002 -1.32 -1.75 0.68 -0.25

South AsiaSouth AsiaSouth AsiaSouth AsiaSouth Asia

Bangladesh 1991–1995 -1.72 -3.36 1.94 -0.29
1995–2000 1.41 1.59 -0.17 -0.01

India–Rural 1983–1987 -2.13 -2.49 0.42 -0.06
1987–1993 -0.47 -0.18 -0.28 -0.01
1993–1999 -1.19 -1.18 -0.04 0.03

India–Urban 1983–1987 -0.24 -0.96 0.73 -0.02
1987–1993 -0.93 -0.73 -0.21 0.01
1993–1999 -0.61 -0.98 0.35 0.03

Pakistan 1987–1993 -2.60 -2.84 0.22 0.02
1993–1999 -1.38 -0.97 -0.35 -0.06

Sri Lanka 1985–1990 -1.10 -0.68 -0.53 0.11
1990–1995 0.49 -0.09 0.62 -0.04

PRC = People’s Republic of China

Source: Key Indicators 2004 (ADB 2004).

women.16 Growth in these countries must be promoted and, jointly with development partners,
resources prioritized, capacities developed, and policy and institutional changes made to attain
the MDGs.

16 Although not assessed specifically in the study, women’s participation in Parliament is dismal in the DMCs. In the Asia and Pacific
region, women generally do not hold more than 30% of parliamentary seats (Manasan, Rosario. 2005. Assessment of Prospects in
Attaining MDGs in Asia and Pacific Countries. Background Paper for A Future Within Reach. Manila: ADB.).
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17 ADB. 1999. Fighting Poverty in Asia and the Pacific: The Poverty Reduction Strategy of the Asian Development Bank. November.
Manila.
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of Non-Income Mof Non-Income Mof Non-Income Mof Non-Income Mof Non-Income MDGs Off-trackDGs Off-trackDGs Off-trackDGs Off-trackDGs Off-track

(%)

ADB = Asian Development Bank, CFC = chlorofluorocarbon, CO2= carbon dioxide, DMC = developing member country, HIV= human immunodeficiency
virus, Lao PDR= Lao People’s Democratic Republic, MDG = Millennium Development Goal, PRC= People’s Republic of China, TB = tuberculosis.
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D.D.D.D.D. ADB’s Institutional ResponseADB’s Institutional ResponseADB’s Institutional ResponseADB’s Institutional ResponseADB’s Institutional Response
ADB has long been committed to fighting poverty in all its dimensions. In 1999, ADB formally
declared poverty reduction as its overarching goal. The resultant PRS17 characterizes poverty as
an unacceptable human condition that can be eliminated through public policy and action. The
PRS, approved in November 1999, followed a framework comprising three pillars—pro-poor
sustainable economic growth, inclusive social development, and good governance (Figure 1.4).
Subsequently, ADB took several initiatives, including major revisions in important policies, new
operational business processes, and reorganization of its operational structure, to effectively
implement the PRS.

In January 2002, ADB reorganized its operations to better align its structure, organization, and
processes with its overarching goal of poverty reduction. This combined projects with country
operations and introduced new business processes to enhance country focus, and thus improve
ADB’s capacity to integrate the lessons learned from country-level operations into the respective
country assistance planning and project development activities. ADB programming operations are
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being gradually decentralized to resident missions, which have been considerably strengthened for
this purpose, bringing decision making closer to the ground realities, including voices of the poor.

Concurrently, more specialist staff with poverty and social science expertise were recruited
and deployed to bolster the bank’s internal capacity to address poverty reduction. In ADB
headquarters, a new department—the Regional and Sustainable Development Department
(RSDD)—was established to help align ADB policies with the PRS, to review quality in order to
enhance the effectiveness of ADB interventions in reducing poverty, and to foster knowledge
management to fuel the upscaling process by guiding and assisting institutional learning. Sectoral
and thematic committees comprising communities of practice were created to encourage
teamwork and lesson-sharing across sectors. More intensive research into poverty impact
monitoring and evaluation has also been undertaken to promote feedback of ex post facto
results to better inform country strategies and project design.

Figure 1.4: KFigure 1.4: KFigure 1.4: KFigure 1.4: KFigure 1.4: Key Components of the ADB Pey Components of the ADB Pey Components of the ADB Pey Components of the ADB Pey Components of the ADB Poveroveroveroveroverty Reduction Strategty Reduction Strategty Reduction Strategty Reduction Strategty Reduction Strategyyyyy
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Pro-poor
Growth

• government accountability
• public participation
• predictable legal framework
• transparency of information and actions
• anticorruption initiativesFoster Progress in Key Themes

•  Gender Equality
•  Private Sector Development
•  Capacity Development
•  Environment
•  Regional Cooperation

• human capital development
• population policy
• social capital development
• addressing gender inequalities
• social protection

• labor-intensive employment and
income creation

• public/private sector provision of
basic services

• poor area public investment
• regional and subregional

cooperation
• environmental sustainability

18 ADB. 2004. Review of Asian Development Bank’s Poverty Reduction Strategy. Manila.

Since the PRS was launched in 1999, a new global architecture for development assistance
has emerged. The global development community has adopted the MDGs as the benchmark
for monitoring progress in global poverty alleviation. The new architecture places a stronger
emphasis on development partnerships, harmonization, delivering results, and capacity
development within DMCs in support of national poverty reduction strategies (NPRS). A review
of the implementation of the 1999 Poverty Reduction Strategy was undertaken in 2003 and
2004.18 The findings indicated that the greater strategic focus on poverty reduction had a
perceptible impact on ADB and its operations. ADB’s operational priorities and strategies have
been realigned in line with PRS priorities while partnerships with civil society and other
development agencies strengthened. At the country level, poverty assessments have helped



ADB’S APPROACH TO POVERTY REDUCTION: AN OVERVIEW 11

inform the assistance programs, while country strategies and programs (CSP)—now referred to
as country parnership strategies (CPS) generally become more sharply focused on poverty
reduction. The review concluded that the strategic focus and orientation of the 1999 PRS continues
to be relevant. It recommended that ADB’s country support be more closely aligned with NPRSs,
that more comprehensive approaches to poverty monitoring be adopted, and that the focus of
ADB performance monitoring be shifted away from only projects to the delivery of poverty
reduction results closely linked to the MDGs.

The 2004 review of the PRS introduced changes and improved its implementation. While
confirming the relevance of the basic framework of the PRS, the review sharpened the country
focus, requiring closer alignment of ADB’s country operations with each country’s PRS and fostering
partnerships around the strategy. The review called for increased attention to results, greater
emphasis on capacity development, and alignment of ADB’s organizational capabilities with the
PRS. The review introduced a results-based monitoring and evaluation (M&E) system to assess
ADB’s institutional performance, replacing reliance on monitoring of lending targets for projects
classified as poverty interventions.19

TTTTThe Enhanced Phe Enhanced Phe Enhanced Phe Enhanced Phe Enhanced PRRRRRSSSSS. An enhanced version of the PRS was issued in December 200420 to reflect
the findings of the PRS review. The enhanced PRS (EPRS) emphasized the importance of a
country focus in defining ADB’s assistance response. ADB support was to be fully aligned to the
NPRS, and the country partnership strategy is to serve as the consolidated instrument for supporting
the NPRS to reduce poverty. It is through a combination of lending and nonlending assistance
that ADB assists the Government implement its NPRS. Accordingly, projects and non-project
assistance should be clearly linked to ADB’s CPS. The enhanced PRS underscores the importance
of close coordination with other development partners to ensure that the poverty reduction and
MDG attainment goals in the NPRS are met. It also emphasizes the importance of tracking ADB’s
own progress in contributing to poverty reduction results, through an annual PRS implementation
report and sector and thematic reports.

The EPRS introduced a number of important changes. It noted that ADB’s comparative
advantage generally lies in addressing poverty indirectly, through fostering higher rates of economic
growth, social development, good governance, and deeper regional integration.21 In the future,
ADB’s contribution to poverty reduction was to be defined at the country level, in terms of the
mix, nature, and partnering dimensions of assistance provided for each DMC. Poverty reduction
was, therefore, to be assessed based on the contribution that ADB’s country program made to a
government-led, multi-stakeholder effort to reduce poverty. All ADB lending and nonlending
assistance was, therefore, expected to play a coherent role in contributing to ADB’s country assistance
for poverty reduction. Consequently, although targeting remained an important instrument (and
was extended to support geographically backward areas and the non-income MDGs), there were
no quantitative targets for the share of projects that were to be targeted for poverty reduction.
Such support was to be defined on a country-specific basis for each DMC. The EPRS also

19 The original PRS introduced a 40% lending target for projects classified as poverty interventions, which are those where the
proportion of the poor within the targeted beneficiaries exceed the national poverty incidence and is no less than 20%.

20 ADB. 2004. Enhancing the Fight Against Poverty in Asia and the Pacific: The Poverty Reduction Strategy of the Asian Development
Bank. Manila.

21 Direct interventions include those that are targeted to poor households and poor regions. Indirect interventions are those that
address the overall enabling environment for poverty reduction. What constitutes a direct and an indirect intervention would be
country specific. Typically, however, indirect interventions include major infrastructure projects, sector development interventions,
and support for national capacity development, governance improvement, policy and institutional reforms.
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introduced a multi-tier M&E system to improve accountability and generate lessons that could
be used to improve ADB’s operations, and to help guide poverty reduction efforts in the region.

Following the review and together with preparation of the EPRS, ADB developed a follow-
up action plan and formed an interdepartmental coordination group to ensure timely
implementation of the recommendations. This was reinforced by the ambitious Reform Agenda
in August 2004 to make ADB more effective in delivering its overarching goal of poverty reduction.
The agenda consists of ADB-wide reform initiatives, including Management for Development
Results (MfDR), the new human resource strategy, the knowledge management framework
(KMF), and the innovation and efficiency initiative.22 The Medium-Term Strategy II (2006–2008)
sharpened ADB’s focus on poverty reduction and introduced new instruments and approaches
to assist ADB become more effective in delivering services to the DMCs.

Management for Development ResultsManagement for Development ResultsManagement for Development ResultsManagement for Development ResultsManagement for Development Results. ADB formulated an MfDR framework and an action
plan in 2004 in keeping with the recommendation in the PRS review for a more results-oriented
approach. The MfDR action plan is a key reform that will enhance results orientation at all
levels—institutional, country, sector, and project. Under the MfDR action plan, a series of
management reforms are designed to improve results on the ground, by boosting ADB’s openness,
accountability, and responsiveness. MfDR entails results-based CPSs, the primary guide to
development strategy in each DMC.23

Human Resource StrategHuman Resource StrategHuman Resource StrategHuman Resource StrategHuman Resource Strategyyyyy. ADB’s most valuable asset in the battle against poverty is the
knowledge, experience, and commitment of its staff. The EPRS calls for a better skills mix among
staff and a new system of staff incentives. A 2002 staff survey confirmed that staff engagement
and morale had to be improved, and human resource management realigned with ADB’s core
institutional objectives. Following the survey and ADB’s commitment to implementing the EPRS
and MfDR initiative, a new human resource strategy, which articulates the need to support the
major policy thrusts of ADB, was developed in 2004.24 The strategy has been guided by ADB’s
long-term strategic framework and the EPRS, and is designed to support ADB’s commitment to
mainstreaming the MfDR framework, promoting knowledge management sharing, and supporting
ADB’s vision of a strengthened development institution.25 The strategic thrust is to clearly define
and demarcate responsibilities and accountability of all staff members whose performance will

22 For more on ADB’s reform agenda, see http://www.adb.org/ReformAgenda/default.asp.
23 Other key management reforms adopted under the MfDR initiative include: (i) establishing a results management unit, (ii) developing

strategic and operational processes/procedures for managing development results, (iii) harmonizing results indicators with
development partners, (iv) reviewing the performance-based allocation policy, (v) conducting pilots of results-based CPSs,
(vi) implementing accountability mechanisms; (vii) fostering an independent OED, (viii) strengthening senior management team,
(ix) implementing a new public communications policy, (x) reviewing the implementation of several thematic strategies,
(xi) preparing a new human resources strategy, (xii) conducting an independent assessment of ADB’s reorganization, (xiii) reviewing
ADB-wide portfolio use, and (xiv) addressing the bunching of year-end operations. ADB has undertaken steps to implement the
MfDR action plan: (i) participation in the second international roundtable on MfDR in February 2004, (ii) initiation of pilot results-
oriented CPSs, (iii) training in and awareness raising on MfDR in ADB and the DMCs, (iv) regional workshops canvassing MfDR
issues, and (v) engagement of ADB in the global MfDR partnership arising from the Marrakech Core Principles and Action Plan.
ADB chairs the Multilateral Development Bank (MDB) Working Group on MfDR and co-chairs the Development Assistance Committee
Joint Venture on MfDR–Organisation for Economic Co-operation and Development (OECD).

24 Key actions include the following: (i) determine the skills needed to meet ADB’s emerging needs; (ii) assess the skills available
within ADB, reduce redundant skills, and provide a framework to acquire, develop, and retain the required skills; (iii) establish core
and technical competencies for all jobs and ensure consistency of competencies across departments; (iv) improve the recruitment
and selection system to define the role and accountability of the managers; and (v) develop suitable training and development
programs. See ADB. 2004. Human Resources Strategy. Manila.

25 ADB. 2001. Moving the Poverty Reduction Agenda Forward in Asia and the Pacific; The Long-Term Strategic Framework of ADB
(2001–2015). Manila.
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be evaluated and rewarded through an effective performance evaluation system. Broad-based
changes will be gradually introduced to improve staff mix and orientation toward more effective
implementation of ADB’s poverty reduction agenda.

Knowledge ManagementKnowledge ManagementKnowledge ManagementKnowledge ManagementKnowledge Management. The EPRS commits ADB to becoming a learning institution and a
primary source of development knowledge in the region. ADB has adopted a knowledge
management framework (KMF) to enhance knowledge sharing among clients and to become a
better learning organization. Toward this end, following are being implemented in phases: (i) the
KMF action plan, (ii) the second information systems and technology strategy (ISTS II), and (iii) the
adoption of a new public communications policy (PCP). The KMF action plan is designed to
(i) encourage staff to support knowledge management, (ii) improve management of knowledge
services and products, (iii) update business processes and information technology solutions for
knowledge management, (iv) improve the functions of communities of practice (committees and
networks), and (v) expand knowledge sharing with external shareholders. The new ISTS is designed
to provide collaborative tools to help create, cultivate, and disseminate knowledge across ADB. The
new PCP will help ADB better engage its stakeholders and enhance their trust in ADB, and vice
versa, thereby opening up new ways to increase the effectiveness of development programs.

The innovation and efficiency initiative (Iinnovation and efficiency initiative (Iinnovation and efficiency initiative (Iinnovation and efficiency initiative (Iinnovation and efficiency initiative (IEIEIEIEIEI) aims to improve the efficiency, quality,
relevance, and responsiveness of ADB to borrowing member countries’ needs and requests. IEI
targets changes in all key parts of ADB’s operational cycle, from the development of its business
pipeline (CPS) to the processing and approval of its financial and nonfinancial transactions, and
ultimately to their implementation. Major areas of activity include (i) procurement—consultancy,
goods, and works; (ii) cost sharing and eligibility; (iii) safeguards; (iv) improvement of business
processes; and (v) introduction of new financial products and enhancement of credit and financial
risk management. ADB is also harmonizing various business procedures and practices with
other development partners and aligning them with DMC initiatives to reduce transaction costs
for DMCs and to improve development assistance effectiveness.

The Medium-Medium-Medium-Medium-Medium-TTTTTerm Strategerm Strategerm Strategerm Strategerm Strategy Iy Iy Iy Iy II, 2I, 2I, 2I, 2I, 2006–2006–2006–2006–2006–2008 (MTSI008 (MTSI008 (MTSI008 (MTSI008 (MTSII)I)I)I)I) is designed to help operationalize
ADB’s EPRS and strengthen the poverty reduction impact of ADB’s assistance programs. It focuses
on five strategic priorities: (i) catalyzing investment, (ii) strengthening inclusiveness, (iii) promoting
regional cooperation and integration, (iv) managing the environment, and (v) improving
governance and preventing corruption. All these support the main pillars and themes of the PRS.
The MTSII discusses the manner in which these priorities will be pursued in the next few years,
and introduces key adjustments in ADB’s operational model to make ADB a more responsive
organization. Particular attention in MTSII is given to sharpening the focus of ADB support by
prioritizing assistance in those sectors in which ADB has an evolved comparative advantage,
such as road transport, energy, urban infrastructure, rural infrastructure, education, and the financial
sector.

Under the strategic guidance of EPRS and MTSII, and based on past trends and current
opportunities, there is every reason to believe that a substantial reduction in poverty conditions
is certainly feasible. Asia and the Pacific is a tremendously diverse region that has learned how
to use market forces—and especially globalization—to inspire high rates of growth and improved
living standards. It is a region that has access to and makes effective use of a wide array of
technologies. The skills base is improving everywhere and increased labor mobility in the region
helps bring skills to where they are needed the most. Asia’s leaders are committed to eradicate
poverty, and with large inflows of both private and official capital, and foreign exchange reserves
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of nearly $2 trillion, there is certainly financing available for worthwhile initiatives. ADB’s approach
to assisting the DMCs reduce poverty is country-responsive, sharply focused, and builds on
lessons of experience. While there are no uniform templates for reducing poverty, there is ample
reason to believe that approaches that have proven successful in the region can be scaled-up
and diffused throughout the Asia and Pacific region.



ADB’S APPROACH TO POVERTY REDUCTION: AN OVERVIEW 15

A.A.A.A.A. Introduction:Introduction:Introduction:Introduction:Introduction: ADB and the NADB and the NADB and the NADB and the NADB and the NPPPPPRRRRRS ProcessS ProcessS ProcessS ProcessS Process

A country’s national poverty reduction strategy (NPRS) defines the strategy for poverty
reduction, is explicit in identifying its key objectives and sub-objectives, establishes clear
links between objectives sought and policy interventions and identifies meaningful targets

and indicators to monitor progress. What is considered an NPRS varies from country to country.
In some, the NPRS may be embodied within a broader national development plan. This is the
case, for example, in the People’s Republic of China (PRC), India, and the Lao People’s Democratic
Republic (Lao PDR). In others, it may still be a stand-alone government document or a government-
endorsed poverty reduction strategy document supported by donors and stakeholders such as
a poverty reduction strategy paper (PRSP); although efforts are being made where such separate
documents exist to merge them into a single government planning and strategy document
focusing on poverty reduction.26 In either case, the NPRS should include a poverty diagnostic,
provide a road map for achieving national poverty reduction goals and targets, and explain how
the Government will meet and track its MDG commitments.

ADB has long-recognized the importance of a country-specific approach to poverty
reduction. ADB’s country partnership strategies (CPSs) have traditionally been rooted in national
development plans or strategies. All projects have, in addition, been required to establish the
links to national plans, strategies, and policies. Starting in 2000, three new modalities were
introduced to sharpen the poverty focus of ADB’s country strategies: (i) country poverty analyses
(CPAs) were used to determine poverty reduction targets and to establish strategic priorities with
country stakeholders and development partners at a high-level forum; (ii) poverty partnership

II. Contributing to the NPRS
Process

National Poverty Reduction Strategies (NPRS), whether they are embodied in national development

plans or still exist as separate documents, are the main anchors for Asian Development Bank’s (ADB’s)

country partnership strategies (CPSs) and around which country partnerships are developed to

support them achieve their poverty reduction outcomes. Given their important role in poverty

reduction, each NPRS must truly reflect the national poverty reduction goals and outcomes and be

an effective instrument for achieving them. Developing countries often seek assistance from the ADB

and other agencies to improve the quality of their NPRSs. This chapter discusses the critical processes

and principles that help develop a sound NPRS and provides guidance to staff who may be required

to respond to requests for assistance for developing NPRSs, building capacity, strengthening

partnerships, or engaging in policy dialogue to further improve the effectiveness of NPRSs as

instruments of poverty reduction.

26 See background papers of the Forum on National Plans as Poverty Reduction Strategies, Vientiane, Lao PDR, 2006 sponsored by
ADB/IMF/WB/UNDP at Forum website www.worldbank.org/eap/prsforum.
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agreements (PPAs) were concluded to reflect priorities agreed upon by governments and ADB;
and (iii) CPSs were formulated based on country-specific analyses of the poverty situation
(including assessments of environment, gender, governance, and private sector development),
ADB’s own capacity, and assistance programs of development partners.

The introduction of PPAs was an innovative approach to formalizing bilateral agreements
on country-specific and country-owned measurable targets. By the time they were discontinued
in 2004, 24 PPAs had been concluded. The PPAs had foreshadowed ADB’s adoption of a
results-based approach to CPS formulation. Since 2000, however, most developing member
countries (DMCs) have formulated and adopted NPRSs or have included them in their national
development plans. As a result, the role of PPAs has receded over time, becoming unnecessary
when a DMC has its own NPRS, or when poverty concerns are adequately reflected in national
development plans and/or sector strategies. Therefore, in the interest of fostering country-led
development, mutual accountability, and a harmonized approach to poverty reduction, where a
DMC has its own NPRS, the PPAs were discontinued under the recommendations of the 2004
Enhanced Poverty Reduction Strategy (EPRS).27 The EPRS also calls on ADB to assist DMCs in
developing capacities for preparing and updating the NPRSs. It notes that ADB will participate in
discussions organized and led by governments—the key stakeholders—to discuss them. The CPS
then translates the substance, priorities, goals, and medium-term targets of the NPRS into ADB’s
assistance strategy and program.

B.B.B.B.B. Lessons of ADB and its PLessons of ADB and its PLessons of ADB and its PLessons of ADB and its PLessons of ADB and its Pararararartners: Elementstners: Elementstners: Elementstners: Elementstners: Elements
of a Sound Nof a Sound Nof a Sound Nof a Sound Nof a Sound NPPPPPRRRRRSSSSS

Builds on Good International PracticeBuilds on Good International PracticeBuilds on Good International PracticeBuilds on Good International PracticeBuilds on Good International Practice. Since the Millennium Summit in 2000, ADB has
participated actively in several international consultations aimed at identifying and endorsing
good practices to spur progress toward fostering poverty reduction and achieving the MDGs. The
Paris High-level Forum on Aid Effectiveness of 3 March 200528 produced the Declaration on Aid
Effectiveness embracing the following principles:

Ownership.Ownership.Ownership.Ownership.Ownership. Partner countries exercise effective leadership over their development policies
and strategies and coordinate development actions;

HarmonizationHarmonizationHarmonizationHarmonizationHarmonization refers to donors’ efforts to bring the policies and procedures that govern
their support as much into accord as possible, so as not to impose dozens of
varying and conflicting requirements on partner countries;

AlignmentAlignmentAlignmentAlignmentAlignment means that donors are increasingly choosing to direct their support to priorities
and strategies that partner countries set out, rather than imposing their own priorities,
and are moving to build up and rely on countries’ own institutions to implement
projects, rather than requiring parallel systems. For their part, partner countries are
working to set out sound priorities and strategies, and to strengthen and improve
their institutions so that donors can confidently rely on them;

27 ADB. 2004. Enhancing the Fight Against Poverty in Asia and the Pacific: The Poverty Reduction Strategy of the Asian Development
Bank. Manila.

28 Sponsored by ADB, together with the African Development Bank, the Development Assistance Committee of the OECD (OECD-DAC),
European Bank for Reconstruction and Development, Inter-American Development Bank, United Nations Development Programme
(UNDP), and the World Bank. Developing countries are collaborating closely in the planning of the Forum and its proceedings.
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ManagManagManagManagManaging for results ing for results ing for results ing for results ing for results refers to efforts to define desired results and then select development
activities that will contribute to achieving them, as well as to develop and strengthen
the statistical systems that are crucial to measuring progress toward results; and

Mutual accountabilityMutual accountabilityMutual accountabilityMutual accountabilityMutual accountability. Donors and partners are accountable for development results.

These principles call on ADB, its development partners, and the DMC member governments
to prepare an operational NPRS, which is embedded in a medium-term expenditure framework
and reflected in the annual budget. This strategy, in turn, is to serve as a framework under which
ADB and other development partners are to align external assistance, build capacity by making
use of national systems (rather than by creating separate project entities), reduce transaction
costs by sharing analysis and by adopting more programmatic modes of assistance, foster
achievement of poverty reduction results by using monitorable performance assessments, and
jointly assess progress.

Implementation of the Paris Accord principles is an ongoing process, and numerous
interagency committees and workshops have been established to foster adoption of these
principles. Similar arrangements have been made at the national level in the DMCs under the
auspices of donor working groups and other coordination mechanisms.

WWWWWorld Bank-Iorld Bank-Iorld Bank-Iorld Bank-Iorld Bank-IMMMMMF ReviewF ReviewF ReviewF ReviewF Review. In 2005, the World Bank and the International Monetary Fund (IMF)
reviewed the experience gained in assisting countries in fostering poverty reduction centered
around the development and implementation of NPRSs based on PRSPs. The review built on
the experiences of the IMF and the World Bank, as well as the experience of ADB and many
other development partners who contributed to the exercise.

The World Bank/IMF review found that the PRSP approach has contributed to enhancing
domestic accountability in many countries in a variety of ways. It has encouraged countries to
prioritize their development goals, and set concrete targets and appropriate intermediate progress
indicators. The review also found that many NPRSs would benefit from a more explicit link
between goals and the policies needed to achieve them. In Viet Nam, for example, the process
of defining country-specific targets and indicators highlighted the importance of improving equity
and the need to focus on regions and social groups not benefiting from growth. While the MDGs
can be a good starting point for defining a country’s development priorities, the review found
that few countries have fully customized them to local circumstances. Appropriate intermediate
indicators, which complement measures of poverty outcomes, are needed to enable monitoring
and feedback. Over time, as the causalities and complementarities among public actions and
outcomes are better understood, links between goals/targets and public actions are strengthened.
The review concluded that the results focus has also pointed to the need for stronger analytical
linkages between policies and intended outcomes, including growth. While some countries are
using the PRS process to prioritize analytic and capacity building needs, these practices need to
become more widespread. There is also a need for strengthening analysis to understand better
the key linkages between public policies and expenditures for poverty reduction, and accelerated
progress toward the MDGs.

Despite the advances brought about by the development of separate NPRS/PRSPs, there
is growing recognition that it may be desirable to “mainstream” a poverty focus into national
development plans and strategies to convert them into true NPRSs, than maintaining separate
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plan and NPRS documents.29 Governments in the Asia and Pacific region have been preparing
national development plans well before the introduction of ADB’s PPAs or the NPRS/PRSP
process. Indeed, some countries in the region which have registered the most rapid gains in
poverty reduction (i.e. the PRC and India) do not prepare separate NPRS documents, but do
accord careful consideration to poverty reduction as part of their national planning processes.30

However, in cases of other national development plans, while poverty is referred to, neither
specific targets for poverty reduction are set, nor well defined or feasible strategies supported by
concrete programs to achieve poverty reduction targets established.

There are distinct advantages of “mainstreaming” poverty reduction into national
development plans where they exist rather than preparing separate poverty reduction strategy
documents. First, it is much more logical to begin by specifying poverty objectives within a
development plan when it is being prepared and developing a consistent overall development
strategy for achieving them rather than looking at how the national development strategy will
have to be amended to achieve the poverty reduction outcomes as has been the effort in
several separate NPRS/PRSP efforts. Second, “mainstreaming” will prevent duplication and
confusion as poverty reduction strategies essentially have to be well integrated in countries’
overall development strategies if they are to be effective. Separately prepared poverty reduction
strategies when national development plans also exist may not be fully consistent with them and
may often lead to confusion among government officials as to which to follow. Finally, separate
NPRSs prepared through donor support and initiative are often not recognized as government
documents and not accorded the same status by officials. The main challenge in effectively
mainstreaming the PRS process, however, is to ensure that the core principles that have led to
improved plans, budgets, and policies are preserved and continued to be strengthened. If the
challenge is met, countries in the region will produce and implement stronger government-
owned plans that can be a sufficient basis for the alignment of donor support—hence incorporating
the best characteristics of both national plans and donor-supported poverty reduction strategies.
Streamlined reporting procedures and alignment of donor cycles around country-specific timetables
should also contribute to reducing the transaction costs of aid for recipient countries.

Taking note of the recommendations of the Paris Forum and the IMF-World Bank PRSP
review, and lessons from ADB’s own experiences supporting the preparation of NPRSs in several
countries, a set of principles that should be at the core of a sound NPRS can be formulated.
These principles apply equally regardless of whether NPRSs are stand-alone documents or are
incorporated in national plans and strategies. The key elements of a successful NPRS include:31

Country-led process. Country-led process. Country-led process. Country-led process. Country-led process. A country-led approach improves the prospects of designing reforms
that are tailored to country circumstances and feasible to implement, by appropriately

29 See background papers and proceedings of the Forum on National Plans as Poverty Reduction Strategies in East Asia, Vientiane,
4–6 April 2006 sponsored by ADB, IMF, UNDP, and World Bank at the Forum website www.worldbank.org/eap/prsforum.

30 The Indian 10th Plan document, for example, explicitly recognizes that the focus of development is not just expansion of production
of goods and services, given by increases in per capita income, but on improvement of human well-being which specifically
requires that the basic material requirements of all sections of society especially those below the poverty line are met. The Plan
targets an 8% growth in gross domestic product as well as a 5-percentage point decline in poverty incidence by 2007 and a 15-
percentage point decline by 2015. It also specifies targets for the non-income poverty and MDG indicators. It develops a specific
strategy for achieving these through focus on growth, rapid employment expansion by encouraging expansion of employment-
intensive sectors, specific focus on agriculture and rural development, and targeted programs and schemes for the poor. It recognizes
the importance of the private sector’s role and need to create a better atmosphere for its functioning and the need to involve the
state governments in the overall process of development and poverty reduction.

31 More detail on aspects of poverty focus that an NPRS should have is presented under the requirements of the Country Poverty
Analysis (CPA) in the next chapter.
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prioritizing and sequencing public actions and programs and by focusing on
strengthening country processes. Widespread participation can contribute to higher
quality strategies, and strengthen country ownership of the measures adopted. High-
level government and political support is essential to the eventual implementation
of the NPRS. On balance, the need for participatory processes is much greater in
countries with weak governance.

Sound diagnostics and analySound diagnostics and analySound diagnostics and analySound diagnostics and analySound diagnostics and analytical and strategtical and strategtical and strategtical and strategtical and strategic foundation.ic foundation.ic foundation.ic foundation.ic foundation. The NPRS should be rooted
in a sound understanding of poverty conditions and of the constraints and
opportunities for poverty reduction including those that are institutional in origin.
The strategy should build on a candid appreciation of the role and contribution of
different stakeholders in the poverty reduction process, and of the contribution that
enabling public policies and programs can make to the poverty reduction process.
The strategy must also be realistic and based on past trends, expected availability of
resources and policy, and institutional changes that are being contemplated. Given
the development experience of the Asia and Pacific region, such a strategy should
emphasize promotion of pro-poor sustainable economic growth, inclusive social
development, and good governance. It should consider both targeted and nontargeted
programs for poverty reduction as necessary, keeping in mind that while targeted
approaches may be often be necessary to address specific factors causing poverty
that cannot be remedied through general nontargeted approaches, there are many
lessons from failed targeted interventions in the region that must be kept in mind
while designing such interventions.32

FFFFFocus on both national and subnational efforocus on both national and subnational efforocus on both national and subnational efforocus on both national and subnational efforocus on both national and subnational efforts.ts.ts.ts.ts. Efforts at the national level alone may
prove insufficient for poverty reduction if efforts at subnational (province, district,
and local) levels toward the NPRS are also not simultaneously forthcoming; or not
coordinated or conflicting. In cases where authority for development work including
resources have been transferred to subnational levels through decentralization, the
national government should ensure that there is a fully participatory development
of the NPRS which is wholeheartedly supported by all levels of government who all
prioritize resources and efforts toward its fulfillment. This is a difficult and complex
process and proper institutional mechanisms have to be developed to ensure that
the process is effectively managed.

FFFFFocus on both income and non-income poverocus on both income and non-income poverocus on both income and non-income poverocus on both income and non-income poverocus on both income and non-income poverty and the Mty and the Mty and the Mty and the Mty and the MDGs.DGs.DGs.DGs.DGs. Given that poverty has
more than the income dimension, NPRSs should focus also on its non-income
dimensions. With the international community’s consensus on the MDGs, all countries
have agreed to ensure that significant improvements are achieved by 2015 on a

32 John Weiss. 2005. Poverty Targeting in Asia: Experiences from India, Indonesia, the Philippines, People’s Republic of China and
Thailand. ADB Institute; and ADB Special OED Evaluation Study. 2006: Pathways out of Rural Poverty and the Effectiveness of
Poverty Targeting. May. The former study found that many targeted interventions failed due to malpractices, leakages to the
nonpoor, wrong design, or incorrect targeting criteria. The latter study on targeted approaches for rural poverty alleviation finds that
conventional targeted investments focused in poor, remote rural areas had a mixed track record while alternative rural development
strategies were more successful. Some successful alternatives were::::: (i) locating local infrastructure projects in areas naturally
attractive to private investors rather than poorer areas as they may be better in generating employment of the poor, such as areas
adjacent to commercial centers, well-connected with transportation networks, or ideal for commercial agriculture; (ii) investments
facilitating migration of surplus rural labor; and (iii) providing more opportunities to the poor, by improving access to financial
services, education and health services, and reducing their vulnerability to sickness or economic shocks (such as quick loans with
long-term maturity and maximum flexibility).
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critical minimum set of income and non-income poverty goals and indicators. There
is agreement also that the international community will support national efforts on
achieving the MDGs. The NPRSs should, therefore, integrate the MDG commitments
with their national poverty goals and objectives. The MDG commitments should be
localized within the NPRS—i.e. defined in a manner that is relevant for the particular
country. The degree to which the country is on track to meeting its MDG commitments
should be addressed and strategies should be identified for getting back on track to
meet MDG commitments if a country is “off-track”. However, the MDGs do not
address several important dimensions of deprivations such as those due to caste,
racial category, or minority status which must also be emphasized.

Medium to long term in perspective. Medium to long term in perspective. Medium to long term in perspective. Medium to long term in perspective. Medium to long term in perspective. Within an NPRS,,,,, development objectives should be
defined in the context of a long-term development vision, and a set of strategic
initiatives should be formulated over the medium to long term to address capacity,
institutional, economic, and social constraints to growth, social development, and
the achievement of better development results.

Costed and budgeted.Costed and budgeted.Costed and budgeted.Costed and budgeted.Costed and budgeted. Realistic priorities should be set for public support to poverty reduction.
This requires that the main poverty reduction programs be costed, that a medium-
term public expenditure framework, reflecting these programmatic priorities, be
defined, and that the poverty reduction priorities identified in the NPRS are supported
by the annual budget process.

Results-oriented and well-monitoredResults-oriented and well-monitoredResults-oriented and well-monitoredResults-oriented and well-monitoredResults-oriented and well-monitored. The NPRS should incorporate a multidimensional
view of poverty and of the approach to reducing it, build on a sound understanding
of the causal linkages between strategic interventions and intended outcomes.
Attention should be accorded to setting clear targets for poverty reduction and
achieving the MDGs, and to putting in place effective monitoring arrangements to
help ensure that strategic initiatives are implemented and progress achieved. The
NPRS should, therefore, build in a strong monitoring and evaluation (M&E) system.
This involves (i) a participatory approach to M&E to promote ownership of the
process and generate demand for it; (ii) given capacity constraints for M&E, the
need for selectively identifying which interventions should be monitored and
evaluated; and (iii) M&E entails significant learning-by-doing and is likely to involve
substantial trial and error.

PPPPPararararartnership-oriented.tnership-oriented.tnership-oriented.tnership-oriented.tnership-oriented. An NPRS should not be confined to the domestic public sector, but,
provide the context for improved partnerships among government, the private sector,
civil society, and external partners. This is aimed at fostering a sense of shared
responsibility for achieving improved poverty reduction results. Such partnership
building should ideally be led and coordinated by the Government and not left to
develop as a discourse among the donor community alone with weak participation
from the Government as is all too often the case.



CONTRIBUTING TO THE NPRS PROCESS 21

C.C.C.C.C. SupporSupporSupporSupporSupporting the Nting the Nting the Nting the Nting the NPPPPPRRRRRS ProcessS ProcessS ProcessS ProcessS Process
ADB contributes to the formulation, implementation, and tracking of the NPRS in many of its
DMCs. This is undertaken in close cooperation with other development partners. It is designed
in a way to foster broad participation and country ownership of the development agenda, sound
and realistic poverty reduction strategies, and a results-oriented focus to poverty reduction policies
and programs. The ultimate aim of ADB assistance to the NPRS process is to build national
capacities in designing, implementing, and monitoring poverty reduction efforts. This will require
sustained dialogue, various capacity development interventions, and close coordination between
ADB staff and its development partners.

1. Fostering Participation33

Broad participation of internal and external stakeholders in the elaboration of development
strategies fosters overall ownership of the NPRS by all stakeholders and the likelihood of sustainable
implementation of these strategies. Mere consultation itself can increase the awareness of the
population about government policies and priorities. Effective participation can potentially influence
the policy priorities reflected in the development strategy and create synergies of purpose between
government and the population. Fostering participation is especially important in fragile states
and in countries with weak governance. For effective participation to result, institutional
arrangements that empower the citizens, especially the poor, and ensure that their voices are
heeded must be established. Broad participation and ownership in government are equally
important. Line ministries and local governments are particularly knowledgeable about the needs
in their respective sectors and regions. Moreover, their ownership of a development strategy is
crucial to ensure its implementation. Therefore, strong interministerial coordination mechanisms
and an appropriate role for local government are critical for the sound development, implementation,
and monitoring of development strategies. Finally, the role of Parliament in elaborating the strategies
needs to be carefully thought out and transparently agreed in every country.

Although considerable progress was made to develop the initial NPRS/PRSPs in a participatory
manner in the region compared to previous national planning exercises, adequate participation by
all principal stakeholders may not have been achieved; nor sufficient use made of the consultations
in designing the NPRS/PRSPs. While increased internal consultation in governments, between
oversight and line agencies, have occurred, consultation with local governments and Parliaments
was weaker, leading to poor consistency with policies and budgets in the implementation phase.

2. Building Partnerships around NPRS

The NPRS should provide the context for improved partnerships among government, the
private sector, other domestic stakeholders, and external partners. Strengthened partnerships
help foster a sense of shared responsibility for achieving improved poverty reduction results.
Such partnership building should ideally be led and coordinated by the Government and not left

33 Please refer to RSDD. A Pocket Guide to Consultation and Participation (forthcoming) for further guidance on participatory processes.
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to develop as a discourse among the donor community alone and as a separate exercise with
weak participation from the Government as is all too often the case. Led by its resident mission
staff, ADB participates in numerous donor working groups, aid coordination forums, consolidated
group meetings, and other formal and informal meetings aimed at assisting governments formulate
an NPRS; aligning external assistance to the NPRS; and harmonizing the delivery of external
assistance. Such interactions should also involve increased partnerships with the domestic civil
society and private sector. The participation of the latter, in particular, continues to remain weak
in many countries with NPRSs being considered mainly public sector initiatives although private
sector investments are significant and often constitute a larger proportion of domestic investment
than the public sector. Effective partnering around a country’s NPRS will imply that the process
leads to an identification of actions that the government, along with its domestic stakeholders
particularly the private sector, and domestic civil society itself are taking and thereafter a clear
understanding of gaps in resources that remain to be filled by the public sector supported by
external partners, so that the targeted reduction in poverty and the attainment of the MDGs can
be realized (Box 2.1). This will require that the government take strong ownership of the NPRS;

Box 2.1: PARTNERSHIPS AROUND THE NPRS:
CAMBODIA AND PAKISTAN

The recent Cambodia example provides an illustration of the actual processes and difficulties as well
as the successes achieved through close cooperation among development partners. Cambodia’s
National Poverty Reduction Strategy (NPRS) of 2003–2005 was one of the first to be completed in
the region, and inspired excellent cooperation among the development partners. However, as direct
feedback from beneficiaries was considered essential, a participatory poverty assessment was also
prepared (with support of the Asian Development Bank [ADB]). In addition to the NPRS, the
Government also prepared the Second Socio-Economic Development Plan (SSEDP) 2001–2005
supported by donors including ADB, which also had influence (possibly more than the NPRS) in
Government. To bridge the uncertainty caused by two somewhat distinct documents, ADB, World
Bank, and Department for International Development aligned and harmonized the preparation of
their respective country strategies and programs around both the NPRS and the SSEDP. To help
avoid such uncertainty in the future, the Government of Cambodia and its development partners
had agreed that the Third Socio-Economic Development Plan 2006–2010 will be a single planning
document, and will mainstream strategies for poverty reduction.

In Pakistan, a full poverty reduction strategy paper (PRSP) was produced in 2003 and was
followed by the preparation of provincial PRSPs. While the development partners generally agree on
the relevance of the PRSP for Pakistan’s medium-term growth and poverty reduction process,
assistance is being provided by partners toward attaining outcomes in one or more key pillar areas.
However, this broad agreement on the PRSP framework has not resulted in a cohesive and coordinated
assistance plan among the donors. Despite participation in coordination events such as the Pakistan
Development Forum, donor assistance to Pakistan continues to be opportunistic, rather than well
integrated and aligned with PRSP priorities. This illustrates the need for the donor community to
align and harmonize their assistance by adopting principles (such as under the Paris Accord) for
better alignment and harmonization of aid and for the government to take an effective leadership
role in the process.
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that it has capacity to lead an effective development partnership around it; and that a clear action
plan to coordinate external assistance is developed. It will also require close integration and
synergy of programs of assistance among the development partners to bring this about.

3. Deepening the Knowledge Base and Good Practices
for Scaling Up Poverty Reduction Efforts

ADB’s global knowledge products, generated by Regional and Sustainable Development
Department, Economics and Research Department, and ADB Institute, are designed to compare
and contrast developments within the region for benchmarking purposes, and to identify good
practices in poverty reduction which can be scaled up by the member countries. These knowledge
products need to be made more accessible to all those interested in the region so that they can
learn from lessons in the past or from experiences of neighboring countries. While knowledge
products need to be developed in all areas of ADB’s operations, some are more relevant for
policy makers and others more directly engaged in poverty reduction efforts. These include, for
example, preparation of country poverty analyses (CPAs) which contribute to NPRSs by filling
gaps in the knowledge base;34 sector assessments, sector strategies, policies, and action plans
that make important contributions to the strategies formulated in key sectors of many DMCs;
and lessons learned from implementing ADB-assisted projects and programs which have had a
major influence on the design of NPRSs. ADB’s evaluations provide valuable lessons for countries
that are seeking new approaches to poverty reduction and these evaluations need to be studied
carefully and their findings made easily accessible. Also, lessons from ADB’s advisory technical
assistance in a variety of different areas need to be developed into useful knowledge products.
These include lessons from supporting the DMCs build capacity to prioritize public expenditures,
manage public finance in a transparent and accountable manner, and ensure that investment
priorities are consistent with the budget and designed to contribute to the national poverty
reduction effort. Toward these ends, ADB has cooperated with the World Bank and other partners
in several countries.

4. Providing Capacity Development Support

Need for StrategNeed for StrategNeed for StrategNeed for StrategNeed for Strategic Approach to Capacity Developmentic Approach to Capacity Developmentic Approach to Capacity Developmentic Approach to Capacity Developmentic Approach to Capacity Development. Developing countries in the Asia and
Pacific region differ vastly as to their capacities. Many are not large enough to support needed
research and training through their own national institutions, which are either in their infancy or
nonexistent. They would need support from stronger institutions in the region. Even those countries
that have adequate capacity would need to continue learning from best practices in the region
and around the world. ADB interventions to build NPRS capacity need to be strategic, well-
sequenced, and implemented over a suitably long period to ensure sustainable impact. Experience
suggests that a well-planned, demand-driven sequence of knowledge products and capacity-
building assistance is required to assist governments prepare sound poverty reduction strategies.
For example, ADB assisted the Government of the Lao PDR prepare a participatory poverty

34 See Chapter 4 for a more detailed discussion of the country poverty analysis.
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assessment in 2001, and followed by advisory assistance to prepare the NPRS (i.e. the National
Growth and Poverty Eradication Strategy) of February 2004. Thereafter, the World Bank, Swedish
International Development Cooperation Agency and ADB provided assistance to update the
poverty knowledge base, with World Bank assisting in a quantitative review of poverty trends,
and ADB assisting the government assess the linkages between infrastructure investment and
poverty eradication, and to conduct another round of the national participatory poverty assessment.
ADB simultaneously provided support to the Government to mainstream its NPRS in its Sixth
Five-Year Socio-Economic Development Plan, which is presently under formulation. While such
sustained and strategic support is necessary for capacity development to have an impact, donor
effort should be designed to build up domestic capacity in the government to gradually take
over donor functions.

Capacity Development for PCapacity Development for PCapacity Development for PCapacity Development for PCapacity Development for Poveroveroveroveroverty Diagnostics, Strategty Diagnostics, Strategty Diagnostics, Strategty Diagnostics, Strategty Diagnostics, Strategies, Pies, Pies, Pies, Pies, Policies, and Priorities for Policies, and Priorities for Policies, and Priorities for Policies, and Priorities for Policies, and Priorities for Poveroveroveroverovertytytytyty
ReductionReductionReductionReductionReduction. An effective program for poverty reduction requires building up capacity for accurately
measuring the occurrence of poverty in both its income and non-income dimensions, monitoring
changes, analyzing its causes, and assessing the impact of poverty reducing interventions. These
require developing capacity in a large range of expertise, including employing efficient methods
of data collection and its statistical analysis; interpretation of data using these along with other
relevant socioeconomic data to understand the determinants of poverty; developing strategies
to combat poverty; implementing programs in support of such strategies; and assessing their
impact on the poor. Limited resources and capacity constraints require prioritization of goals and
policy interventions but in many DMCs, the costing of policy interventions and priority programs
has been weak, which has led to insufficient prioritization of NPRS/PRSP interventions. Progress
in prioritization has often been made in the implementation stage through more detailed costing
and the elaboration of sector strategies and medium-term expenditure frameworks. ADB assistance
for costing priority programs and developing medium-term expenditure frameworks can help
countries sharpen priority setting and foster stronger links between poverty strategies and budget
processes. Without adequate capacities in these important areas, effective NPRSs cannot be
developed.

Building Statistical Capacity for PBuilding Statistical Capacity for PBuilding Statistical Capacity for PBuilding Statistical Capacity for PBuilding Statistical Capacity for Poveroveroveroveroverty Analysisty Analysisty Analysisty Analysisty Analysis. In several countries, the ability to assess
poverty conditions is limited by gaps in the statistical database. ADB has provided assistance to
a number of countries to build capacity for routine monitoring of poverty conditions as part of
the general statistical reporting function. Statistical capacity-building assistance has taken various
forms, ranging from the financing of living standard surveys and participatory poverty assessments
in some countries, to more analytic support for the analysis of survey data, the development of
poverty proxies, and the construction of suitable poverty lines (Box 2.2). ADB has assisted
several governments build the knowledge base required to formulate an NPRS. In the Lao PDR,
Bhutan, Cambodia, PRC, Pakistan, Papua New Guinea, Nepal, Tajikistan, and several other DMCs,
ADB has assisted governments build the capacity to survey and profile poverty conditions. In
several countries, ADB has contributed to the preparation of surveys that track living standards,
while in others, ADB has helped build capacity for participatory poverty surveys and other methods
that track the qualitative perceptions of poverty. Appendix 1 includes a discussion of the various
ways in which survey data can be used to track poverty conditions and the trade-offs involved
among the various ways in which poverty conditions can be measured.
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Capacity Building to Implement the NCapacity Building to Implement the NCapacity Building to Implement the NCapacity Building to Implement the NCapacity Building to Implement the NPPPPPRRRRRSSSSS..... The poverty focus of plans/strategies is only the
starting point. Consistency between pro-poor plans/strategies on the one hand and
implementation policies, such as sector strategies, budgets, and actual expenditures on the
other, is also critical. Consistency between development plans and implementation policies,
however, is usually difficult, as planning ministries usually lead planning processes, finance
ministries lead budgets, and line ministries and local governments are weakly involved in
developing the NPRS/plans but are responsible for implementation. Ensuring consistency requires
building consensus between architects and implementers, through joint work during the policy
formulation stage and establishing good rules to enhance consistency and accountability for
results in the policy implementation stage. Although the consistency between strategies and
implementation policies has increased over the past few years, important challenges remain,
particularly in decentralized environments, where the question of how nationally agreed priorities
square with bottom-up prioritization has often to be fully resolved. This also raises questions of
accountability, as central agencies cannot be held accountable for implementation policies that
local governments are responsible for.

Providing capacity at the local level where development has been decentralized is essential
as capacity is often extremely weak at that level, but effective actions are needed there for the
success of the NPRS. Efforts at the national level alone may prove insufficient for poverty reduction
if efforts at subnational (province, district, and local) levels toward the NPRS are also not

BOX 2.2: STATISTICAL CAPACITY FOR RURAL POVERTY
TARGETING IN THE PRC

An Asian Development Bank (ADB) advisory technical assistance has had a major impact on building
statistical capacities to underpin poverty reduction strategies. In the People’s Republic of China, as a
result of an advisory technical assistance financed in 2001 by ADB,a an eight-step procedure was
accepted by the Government as a framework for identifying and classifying poor villages
and households to better target rural poverty reduction assistance. The eight steps included
(i) developing poverty indicators through a participatory process, (ii) weighting different indicators
using a participatory approach, (iii) translating each criteria into a scale of 1 to 5, (iv) collecting
village poverty data, (v) preparing an integrated village poverty index (IVPI), (vi) preparing a village
typology to classify villages into five groups according to their IVPI scores, (vii) using the typology to
select the poorest villages for targeted poverty alleviation assistance, and (viii) identifying and classifying
the poorest households. For this last step, village committees in the selected poorest villages are to
use a participatory process to profile poverty conditions in the village, and to categorize those
suffering from poverty into four categories—relief receivers, poorest, normal poor, and the relatively
poor. Each category is then to be profiled in terms of per capita income, grain or food consumption,
the number of able working-age persons in the household, and their potential for further development,
together with a complete list of households that fall under each category. In recent years, the State
Council Leading Group for Poverty Alleviation and Development, an apex body established under
the State Council to organize, research, and draft policies and programs, has used this new approach
to identify and categorize poor rural villages for the Government’s targeted poverty reduction programs
and social assistance.

a ADB. 2002. Methodology for Development Planning in Poverty Blocks under the New Poverty Strategy in the PRC. Manila.
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simultaneously forthcoming, or not coordinated or conflicting. As decentralization often results in
major investments at the local level, the national government should ensure that there is a fully
participatory development of the NPRS which is wholeheartedly supported by all levels of
government and that all such governments prioritize resources and efforts toward fulfilment of
the NPRS. This is a difficult and complex process, where proper capacity development initiated
and institutional mechanisms established.

Building Capacity to TBuilding Capacity to TBuilding Capacity to TBuilding Capacity to TBuilding Capacity to Track Nrack Nrack Nrack Nrack NPPPPPRRRRRS Results.S Results.S Results.S Results.S Results. Establishing targets and indicators in plans and strategies
allows focused identification and monitoring of results by governments and stakeholders. Setting
proper targets requires a careful analysis of causal linkages between policy interventions and
results sought and establishing an incentive system for government agencies to deliver on the
agreed targets. The MDGs have introduced an internationally agreed framework for results areas
and a basis upon which countries can build to establish realistic national targets. Sound monitoring
requires identifying monitoring principles and responsibilities as well as the results to be achieved
at every point of the “results chain”—input, output, and intermediate and final outcomes. Therefore,
strategies and plans ought to identify appropriate indicators and, when desirable, targets at each
one of these implementation stages. Wide availability of accurate, timely, and readable data and
the capacity to analyze them are crucial. While some progress in data collection (including
collection of routine administrative data) and analysis has been made across the region and
many DMCs have carried out household surveys and poverty assessments, the timeliness, quality,
and accessibility of data still need to be improved and more emphasis given to statistical capacity
building. Stronger capacity is needed to build on the existing M&E systems and structures, and to
establish an M&E system that is performance-oriented. The latter implies that the M&E system

• provides the information needed to direct investments towards those strategic areas
that are the focus of the government’s poverty reduction efforts;

• links information on outcomes backed to the performance of ministries (i.e. how the
ministries are becoming more efficient and effective in delivering services, be these for
education, health, or employment generation); and

• fully enables continuous assessment of performance (and feedback) during all stages
of planning and implementation as opposed to the current systems of leaving assess-
ments and learning of lessons to the post-evaluation teams.

This has proven difficult to accomplish in many countries because of a number of
constraints, including

• imprecise or unrealistic specification of poverty reduction goals, targets, and objectives
in the NPRS;

• inadequate specification of near- and medium-term outcome and progress indicators
in the NPRS that could be regularly monitored and tracked to assess whether or not the
NPRS remains on course;

• deficiencies in the specification, coverage, timing, and public release of key indicators;

• insufficient budgetary and technical support for the national statistical service, and the
statistical reporting bodies of key line agencies and ministries;
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• limited usage of available data by key decision makers to revise and refine poverty
reduction strategies, policies, and programs; and

• a tendency for each development partner to utilize parallel M&E arrangements for each
individual assistance activity.

Almost all NPRS/PRSP efforts in the region included plans or proposals to strengthen
monitoring and evaluation systems. Although the degree to which they have worked effectively
in practice varies, there has been progress in all countries in the region over the past 5 years.
Most countries, however, still need to strengthen their M&E systems, clarifying the roles of various
government agencies involved, building their capacity and providing them with the human and
financial resources to adequately deliver on their tasks. Capacity building of national M&E systems
is a long-term undertaking, and will require the simultaneous support of several development
partners. Toward this end, ADB has provided focused support for poverty monitoring; for
strengthening capacity in key areas of public expenditure tracking, expenditure reviews, and debt
management; and for improving the capacities of line agencies in key sectors to monitor progress
against agreed sector road maps.
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A.A.A.A.A. Introduction:Introduction:Introduction:Introduction:Introduction: TTTTThe Role of the CPhe Role of the CPhe Role of the CPhe Role of the CPhe Role of the CPAAAAA

TTTTT he CPA is the Asian Development Bank (ADB)’s main tool for assessing the nature and
causes of poverty in a country comprehensively in all its dimensions including income
and non-income (human) dimensions of poverty and vulnerability, and is a key initial

step in the subsequent development of the CPS. The CPA, based on its assessments, outlines a
set of country-focused strategic options for ADB assistance to reduce poverty. It should inform
the CPS process that will assess the options, prioritize them, and identify ADB’s role in contributing
to national poverty reduction. The CPA should build on what has been learned in the past from
doing previous CPAs, from evaluations of country outcomes of ADB’s CPSs and similar evaluations
of other development partners’ operations, and should ensure that the analysis is improved to
contribute to more realistic CPSs. It should begin with and thereafter make judicious use of
existing documents—assembling the most important data and features (with reference to
sources)—and reflect the views of various stakeholders expressed during consultations and
participatory processes. As in any handbook, this one describes the best practice that is
recommended in preparing a CPA. Depending on specific country circumstances, a less detailed
assessment may be required because of a lack of available data or recent assessments prepared
by development partners. Conducting very detailed, in-depth poverty assessments may not
always be feasible under certain budget and resource constraints, or necessary when recent
assessments have been conducted by other development partners. In these cases, a more
practical approach is drawing on such poverty assessments, updating their data and filling gaps
in analysis in areas not covered, and/or conducting joint assessments.

CPCPCPCPCPA and NA and NA and NA and NA and NPPPPPRRRRRSSSSS. Depending on the country circumstance, the CPA may contribute to, or build
upon, the findings of the national poverty reduction strategy (NPRS). In cases where a
comprehensive NPRS has been prepared and is generally assessed to be complete, detailed,
and feasible, the CPA could draw on and update it to describe the context for ADB’s assistance

III. Preparing a Country
Poverty Analysis

The country poverty analysis (CPA) is one of the main building blocks of the country partnership

strategy (CPS) and helps indicate its strategic directions and priorities. This chapter discusses in

detail the relationship of the CPA to the NPRS; the range and depth of analysis that need to be

conducted; the process that ideally should be followed; and the main areas that need to be addressed

so that a complete and thorough understanding and analysis of poverty and the ways of reducing it

informs ADB’s country operations.
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35 Often, however, an independent poverty analysis done through a CPA may be desirable to supplement an NPRS as (i) NPRS
documents may not present a comprehensive technical analysis, which is necessary; and (ii) an independent technical analysis
may help confirm statistical poverty estimates as different sources of data can provide different results.

efforts.35 Where the NRPS lacks essential elements or where the plans, information, and targets
in the NPRS are deemed unrealistic or erroneous, the CPA would supplement it with its
independent analysis and recommendations. For instance, the strategy for poverty reduction
under the NPRS may not be adequately costed or anchored on a medium-term budgeting and
expenditure framework that could raise questions about its feasibility. Under such circumstances,
a CPA could help the government develop a strategy that can be financed, that has more realistic
assumptions and poverty reduction targets. Where an NPRS does not exist, the CPA, prepared in
partnership with other stakeholders, could contribute to the preparation of an NPRS itself. The
range and depth of analysis and assessments in the CPA will, therefore, depend on these country
circumstances.

Government OwnershipGovernment OwnershipGovernment OwnershipGovernment OwnershipGovernment Ownership. Early government involvement in the scope, focus, and timing of the
CPA can help build joint ownership of the CPA results, and can help integrate CPA findings into
the NPRS. To the extent possible, the CPA should be undertaken jointly with other development
partners and in partnership with stakeholders. While the CPA will build on poverty assessments
undertaken by the government and other partners, it should fill gaps in the knowledge base and
provide an independent assessment of the quality of the poverty diagnosis and the anticipated
efficacy of proposed poverty reduction strategies. The analysis should also interpret the findings
of the comprehensive poverty assessment to identify those aspects of the NPRS to which ADB
could most productively contribute.

Links to MLinks to MLinks to MLinks to MLinks to MDGs.DGs.DGs.DGs.DGs. ADB’s long-term impact is monitored through achievement of the Millennium
Development Goals (MDGs) 1–7; hence it must closely monitor the region’s progress toward
the MDGs and continue refining its role in helping developing member countries (DMCs) achieve
their development objectives and the MDGs in partnership with its development partners. The
CPA plays an important role in assessing country progress toward achieving the MDGs. Bearing
in mind data deficiencies, the CPA should assess progress made to achieving MDGs 1–7 and, in
light of the NPRS and other partner commitments, should assess the likelihood that the MDGs
will be achieved. The CPA should highlight areas in which greater efforts are needed and, jointly
with development partners, should recommend ways in which resources be prioritized, capacities
developed, and policy and institutional changes made to attain the MDGs.

CPCPCPCPCPA and PA and PA and PA and PA and Pararararartnership Building. tnership Building. tnership Building. tnership Building. tnership Building. The CPA provides an opportunity for ADB to collaborate with
other development partners and stakeholders to build a shared diagnosis and understanding of
poverty conditions, to agree on common solutions, and, within the framework set by the NPRS,
to establish a division of labor best suited to the comparative advantages of the many partners
assisting the government in its efforts to foster poverty reduction. A robust partnership among
development partners is expected to improve aid coordination, reduce transaction costs of
delivering aid, and facilitate adoption of good assistance practices. The CPA should attempt to
foster a country-led partnership in support of national poverty reduction goals and objectives by
involving other partners in preparing the CPA, by identifying ways in which ADB assistance can
promote more effective partnerships, and by examining the contribution of other development
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partners toward common poverty reduction objectives. Analysis of partnership efforts in the CPA
should be results-based, focused on the goal of poverty reduction and attainment of the MDGs.
In particular, , given current programs and efforts, it should assess whether the partnerships will
be able to achieve the MDGs, or whether scaling up efforts is indicated or feasible, given financial,
institutional, and other constraints.

B.B.B.B.B. Contribution of the CPContribution of the CPContribution of the CPContribution of the CPContribution of the CPA to the CPA to the CPA to the CPA to the CPA to the CPSSSSS
The CPA should be updated before a new CPS is prepared. Depending on the situation, this
update may be quite comprehensive or may focus only on a few of the most important issues.
The following sections describe the process and required analysis in detail. The CPA should be
updated in full after about 5–6 years of its initial preparation unless country developments
warrant an earlier updating.

A CPA is an integral part of the CPS process. By undertaking CPA as early as possible in
the CPS cycle, PRSs can be identified from the outset, and poverty reduction measures can be
made fully consistent with the NPRS (Table 3.1). The CPA exercise should be initiated well in
advance of the CPS preparation to ensure that the assessment is of a high analytical quality.
Meeting quality standards and applying a participatory consultative process with a broad range of
stakeholders require that sufficient time and resources be devoted to this exercise.

The CPA should be started shortly after the CPS preparation team has been assembled
and has had time to determine the work required for the poverty analysis. Periodic feedback
should be provided from the CPA process to the CPS process. This will keep the initial stages of
preparing the CPS informed of important poverty issues. The CPA should draw on existing
assessments as far as available. Where existing assessments are available, these should be first
evaluated to assess the quality and up-to-date nature of the assessments. Thereafter, efforts
should be made to update and fill gaps according to ADB guidelines.

The CPA is designed to contribute to the formulation of the CPS in several respects:
(i) the CPA should assess the poverty situation, identify key development challenges, and provide
a critical review of the NPRS; (ii) it should identify ways in which future ADB assistance can be
aligned with the priorities in the NPRS, and harmonized with poverty reduction assistance provided
by key development partners; (iii) it should identify poverty reduction goals and targets, consistent
with the MDGs, to which ADB assistance can contribute; and (iv) it should identify the transmission
channels by which ADB interventions, at both poverty pillar and thematic levels, are expected to
contribute to poverty reduction. If targeted interventions are identified in the CPA as a means of
combating poverty, the rationale for and nature of targeting priorities (i.e. geographic, individual
or MDG-based) should be spelled out.

CPCPCPCPCPA and Sector/TA and Sector/TA and Sector/TA and Sector/TA and Sector/Thematic Studies for CPhematic Studies for CPhematic Studies for CPhematic Studies for CPhematic Studies for CPSsSsSsSsSs. The CPA should help prioritize the sectors and
themes that should be emphasized in the CPS so that ADB’s poverty reduction impact can be
maximized. In cases of such identified sectors and themes, detailed thematic assessments and
sector strategies and road maps will need to be prepared as part of the CPS process. These will
address the issue of how ADB-supported interventions in those areas will be crafted and integrated
to achieve desired poverty reduction results. Such assessments will include constraints and
opportunities specific to the sectors and thematic areas, lessons of past experience, government
priorities, ADB’s evolved assistance role, and operations of other development partners.
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C.C.C.C.C. TTTTThe CPhe CPhe CPhe CPhe CPA ApproachA ApproachA ApproachA ApproachA Approach
The CPA should begin with a review of existing literature on poverty in the DMC. It should use
consultative and participatory processes to enable representatives of civil society, government,
funding agencies, and the private sector to contribute to a comprehensive understanding and
consensus on the causes and manifestations of poverty, and solutions to reducing poverty. The
actual approach to implementing the CPA will vary depending on the specific country situation.
Depending on country specific requirements, the analysis may emphasize different aspects of
the process (analytical, consultative, consolidating, or strategizing), although most cases will
require a combination of all. Sometimes data gaps must be filled before a CPA can proceed.
Capacity-building support for the collection and compilation of poverty reduction statistics,
particularly in DMCs in which the coverage of such information is poor or out-of-date, may need
to be planned well in advance of the CPA.

Large and Small Country CasesLarge and Small Country CasesLarge and Small Country CasesLarge and Small Country CasesLarge and Small Country Cases. While the CPA should provide a broad overview of the poverty
situation in the country and indicate areas that need emphasis for poverty reduction to occur,
given the enormous needs particularly in the large DMCs, ADB may only be able to provide
support for a limited range of interventions, while other needed interventions are provided by
the government and other development partners. In the case of the larger DMCs, the CPA
should, therefore, help in prioritizing and in focusing interventions confined to a limited range of
sectors/themes where impact can be maximized. For the smaller DMCs, the capacity to absorb
external assistance may preclude a large number of interventions. In such circumstances, the
CPA may be far more limited in focus, given that the number of ADB-supported poverty-reducing
interventions will generally be quite small. Therefore, the CPA should include a brief profile of the
poor, an assessment of the main causes of poverty, and, in light of national poverty strategies,

High-level Consultations
with Government, donors,
and stakeholders around
the NPRS

TTTTTable 3.1: Country Pable 3.1: Country Pable 3.1: Country Pable 3.1: Country Pable 3.1: Country Poveroveroveroveroverty Analysis in Country Progty Analysis in Country Progty Analysis in Country Progty Analysis in Country Progty Analysis in Country Programmingrammingrammingrammingramming

Country Programming Role of Poverty and Social Analysis
Activity

Country Poverty Analysis Identifies the poverty and social profile, determines the structural causes
of poverty, reviews the national poverty reduction strategy (or helps in
its development or updating), ranks priority actions to be taken to
effectively reduce poverty, helps establish poverty reduction goals and
targets, and helps define ADB’s strategic role in poverty reduction.

Final step in the country poverty analysis which contributes to a
discussion and development of a consensus on poverty issues between
stakeholders within the country and with ADB and other donor partners,
and determines the goals of ADB assistance.

Country Strategy and Prioritizes ADB interventions in a country pipeline to best assist DMC
Program Development governments in their efforts to reduce poverty. Provides a framework

for thematic assessments and sector strategies to contribute to desired
poverty reduction results.
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development plans, and poverty reduction experience, a discussion of the main strategic options
for ADB interventions and the poverty reduction results that such interventions are expected to
contribute. Conducting CPAs for a number of small DMCs simultaneously, as part of a regional
study, can ensure the application of standard analytical and consultative approaches, build a
comparative regional knowledge base, and help improve understanding of the causes and
consequences of poverty across countries within a region.

D.D.D.D.D. CPCPCPCPCPA Resource Requirements and ReporA Resource Requirements and ReporA Resource Requirements and ReporA Resource Requirements and ReporA Resource Requirements and Reportingtingtingtingting
The CPA is a major analytic and consultative undertaking. The country team leader is the task
manager for the CPA, and is ultimately responsible for CPA findings. The leader is assisted in this
process by building an analytical team that brings together poverty and thematic analysts, other
development partners, and key domestic stakeholders. In many cases, local nongovernment
organizations (NGOs), think tanks and/or consultants will be best placed to organize consultations
and other participatory processes, as part of the CPA team. While it is preferable to draw on
national sources of expertise, international experts may be brought in to address specific aspects
as required, such as issues that may be difficult or sensitive to analyze or discuss internally.

Resource Requirements.Resource Requirements.Resource Requirements.Resource Requirements.Resource Requirements. A CPA is generally conducted by one or more full-time ADB staff,
supported by the country team and assisted by a team of international and domestic consultants
over a period of 3–6 months depending on depth and range of coverage. In addition to in-depth
analysis, a clearly specified participatory process should inform the CPA and contribute to ownership
among stakeholders. Adequate budgetary preparations must be made well in advance of the
CPA to finance staff costs, the consultative process, and the consultants team. The CPA, including
all the processes involved in its preparation, would normally be financed by ADB through its
technical assistance or staff consultancy resources.

ReporReporReporReporReporting.ting.ting.ting.ting. The results of the CPA should be presented in a clear and concise manner. Translation
of a CPA into languages other than English may be undertaken to encourage participation in, as
well as understanding and support of, ADB-assisted poverty reduction strategies and activities.
Whether or not the CPA is translated will depend on languages known to the DMC audience,
alternatives to translation, time required for translation, and costs. The CPA will generally be
made available to in-country stakeholders in draft form, particularly if consultations with
nongovernment organizations were involved in its formulation. Upon completion of the final
report, ADB will make the CPA, together with other thematic and sector studies underpinning the
CPS, publicly available.

E.E.E.E.E. TTTTThe Contents of the CPhe Contents of the CPhe Contents of the CPhe Contents of the CPhe Contents of the CPAAAAA
There is no prescriptive template for presentation of the CPA because country-specific findings
should determine the structure of each chapter: sections should be chosen to highlight the main
poverty features prevalent in the country. However, the CPA should include the following seven
topics/issues, which are discussed in detail below.
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1. Preparing a Poverty Profile

The poverty profile provides an overview of the manifestations and causes of poverty. It
should begin with a discussion of poverty definition and measurement methods in the particular
country, and it should describe changes in the way poverty has been measured over time. A
critical assessment of the quality of the poverty databases, and their analysis should also be
made. This can be used to identify gaps or inconsistencies in the poverty database and to clarify
issues that may arise in interpreting the data. The description of poverty should include aggregate
data, poverty lines, depth of poverty and distribution of wealth, details on household characteristics,
and a risk and vulnerability profile. Qualitative perception indicators should be used to supplement
the quantitative data.

Manifestations of PManifestations of PManifestations of PManifestations of PManifestations of Poveroveroveroverovertytytytyty..... The poverty profile should provide an overview of the manifestations
of poverty to give an appreciation of the magnitude and complexity of poverty in the country.
The analysis should be underpinned with statistical data, using existing sources or generating
additional data as needed. Requirements for aggregate data correspond to, but go beyond, the
indicators and targets used for the MDGs (Table 3.2). Information on poverty lines should refer
to international and national poverty lines, absolute and relative. Appendix 1 discusses poverty
concepts, poverty lines, data requirements, and poverty indicators in more detail.

Statistical Data.Statistical Data.Statistical Data.Statistical Data.Statistical Data. Data on income poverty and the MDGs should be aggregated to the national
level, with breakdowns as appropriate in the country context, particularly for large countries.
Poverty map techniques (see Appendix 1) using information from census and household surveys
or from administrative data may be employed for providing robust estimates at subnational
levels, particularly for large DMCs in which ADB operations are concentrated in particular regions.
It is also important to disaggregate national indicators into others that will distinguish outcomes
for different categories of people. Where possible, poverty data should be provided in a gender-
disaggregated form to understand better the division of the burden of poverty among women
and men. Similarly, data and analysis of specially disadvantaged groups (such as indigenous
people, or groups subject to social stigmatization) should be provided where such groups are an
important constituent of the poor. Data should include:

Income indicators:Income indicators:Income indicators:Income indicators:Income indicators: poverty lines for income poverty in local currency terms; Gini coefficient,
depth of poverty, poverty gap, distribution of income and assets, number and percent
of population living below the poverty line; gender, occupational, regional, and other
social correlates with insufficient incomes;

Non-income poverNon-income poverNon-income poverNon-income poverNon-income poverty indicators:ty indicators:ty indicators:ty indicators:ty indicators: all the MDG non-income poverty indicators;

GeogGeogGeogGeogGeographical and environmental characteristics:raphical and environmental characteristics:raphical and environmental characteristics:raphical and environmental characteristics:raphical and environmental characteristics: poverty maps, and details on areas with
high incidence of poverty (due to remoteness, harsh conditions, environmental
factors (terrain, access to natural resources, resource quality, limited resources, etc);

Gender inequality:Gender inequality:Gender inequality:Gender inequality:Gender inequality: information on access of women to education, financial services, political
participation, and reproductive health services, and data on access to land and
employment to highlight the gender-specific poverty traps;
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Information on excluded gInformation on excluded gInformation on excluded gInformation on excluded gInformation on excluded groupsroupsroupsroupsroups, such as indigenous communities, minorities, culturally
discriminated groups, regionally isolated groups, and others who have been
chronically excluded;

International comparators:International comparators:International comparators:International comparators:International comparators: a summary of internationally accepted indicators of poverty
reduction performance (i.e. MDGs, $1-per-day and $2-per-day head counts, GDI
rank, HDI rank) for comparison with other DMCs. Given both theoretical and analytical
weaknesses inherent in cross-country snapshot indicators, caution will be advised
in their use and interpretation.

Providing a snapshot of poverty profile indicators helps focus attention on the multifaceted
nature of poverty and its various manifestations. An example of a snapshot poverty profile table,
drawn from the Bangladesh CPA is presented in Box 3.1.

TTTTTable 3.2: Recommended Pable 3.2: Recommended Pable 3.2: Recommended Pable 3.2: Recommended Pable 3.2: Recommended Poveroveroveroveroverty Profile Dataty Profile Dataty Profile Dataty Profile Dataty Profile Data

1.1.1.1.1. Income PIncome PIncome PIncome PIncome Poveroveroveroveroverty Dataty Dataty Dataty Dataty Data
a. Primary/Household Surveys
b. Comparability of Poverty Data Assessed

2.2.2.2.2. PPPPPoveroveroveroveroverty Linesty Linesty Linesty Linesty Lines
a. National Poverty Line (Rural/Urban, Over Time)
b. Absolute Poverty Line: Food and Nonfood Poverty Line

3.3.3.3.3. Income PIncome PIncome PIncome PIncome Poveroveroveroveroverty Indicatorsty Indicatorsty Indicatorsty Indicatorsty Indicators
a. Poverty Incidence and Magnitude (latest and trends)

i. National v. Occupational Group
ii. Male/Female vi. Age Group/Household Size
iii. Urban/Rural vii. Educational Attainment
iv. Regional/Provincial viii. Labor Market Status

b. Poverty Gap
c. Poverty Severity

4.4.4.4.4. Income InequalityIncome InequalityIncome InequalityIncome InequalityIncome Inequality
a. Gini Ratio
b. Percentile/Quintile Ratios

5.5.5.5.5. Non-income PNon-income PNon-income PNon-income PNon-income Poveroveroveroverovertytytytyty Indicators
(including all non-income MDG indicators 1–7 against their targets and assessments
of achieving targets)

6.6.6.6.6. Other IndicatorsOther IndicatorsOther IndicatorsOther IndicatorsOther Indicators of Non-income Impoverishment or Exclusion that are Relevant
in a Specific Country Context (drawn from NPRS and other sources)

77777.....  Other Global Comparative Indicators Other Global Comparative Indicators Other Global Comparative Indicators Other Global Comparative Indicators Other Global Comparative Indicators
a. GDP Rank-HDI Rank
b. $1-per-day and $2-per-day poverty head counts
c. Country-specific global comparators
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BOX 3.1: BANGLADESH: EXAMPLE OF A CPA POVERTY PROFILE SUMMARY

Simple tables can be used in the CPA to highlight key aspects of income and non-income poverty status.  Such
indicators can be used to compare poverty status to national poverty reduction targets and the MDGs. The manner
in which these were summarized in the Bangladesh CPS of 2005 is as follows:

Trends in Poverty and Inequality in the 1990s

Item 1991/1992 2000 Change Per Year
(%)

Head-count Rate

National 58.8 49.8 (1.8)

Urban 44.9 36.6 (2.2)

Rural 61.2 53.1 (1.6)

Poverty Gap

National 17.2 12.9 (2.9)

Urban 12.0  9.5 (2.5)

Rural 18.1 13.8 (2.8)

Squared Poverty Gap

National 6.8  4.6 (3.8)

Urban 4.4  3.4 (2.7)

Rural 7.2  4.9 (3.8)

Gini Index of Inequality

National 0.259 0.306 2.1

Urban 0.307 0.368 2.3

Rural 0.243 0.271 1.4

Selected Poverty Reduction Baselines and NPRS Targets

2002 Annual Progress Annual Progress
Indicators 1990 Benchmark 1990–2002 2015 2002–2015

(%) (%)

Income Poverty  59                   50* (1.5) 25 (3.3)

Extreme Poverty  28                   19* (3.2)  5 (4.9)

Adult Literacy  35 50 3.5 90 6.3

Primary Enrollment  56 87 4.6    100 1.2

Secondary Enrollment  28 36 7.4  95 6.1

Infant Mortality Rate  94 53 (3.6)  18 (5.1)

Under-5 Mortality Rate   108 76 (2.5)  25 (5.2)

Maternal Mortality Rate 480     320 (1.6) 179 (4.2)

Life Expectancy  56  65 1.3  73 1.0

Population Growth     2.1   1.4                       n.a.     1.3                      n.a.

% Children Underweight  67                   51* (2.4)  26 (3.3)

* Indicates benchmark data for 2000; ( ) = negative; n.a. = data not available.
Source: ADB. 2005. Bangladesh Country Strategy and Program: 2006–2011, Appendix 3, Poverty Assessment.
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PPPPPerception Indicatorserception Indicatorserception Indicatorserception Indicatorserception Indicators. Qualitative information on the perceived nature of poverty and vulnerability
may be used to augment the quantitative statistical data. Perception indicators provide a subjective
measure of poverty, and can be used to portray the nature of deprivation, as perceived by
different low income groups in the country, and to characterize progress in poverty reduction.
Such information may be obtained from secondary sources, participatory poverty assessments
(PPAs) or other forms of direct surveys. Perception indicators can be used to cross-check the
statistical indicators, to identify other aspects of deprivation (i.e. exclusion, powerlessness, etc.)
that may not be well captured by the statistical data, and to differentiate more clearly among the
many factors that contribute to impoverishment. Moreover, since all poverty lines have some
element of arbitrariness, perception indicators can help to characterize the poor in a way that
conforms to the manner in which the local population defines deprivation (see Philippines
illustration in Box 3.2).

Assessment of the PAssessment of the PAssessment of the PAssessment of the PAssessment of the Poveroveroveroveroverty Databasesty Databasesty Databasesty Databasesty Databases. Much depends on the quality of the poverty data, the
manner in which it is collected, aggregated, and reported; and the manner in which poverty lines
are constructed. It is important to review the quality of the poverty database, and the
appropriateness of the poverty line. Gaps and inconsistencies in various sources of poverty data
should be noted; the timeliness and representativeness of the data available for profiling the
poor should be assessed; and the adequacy of the poverty line for making inter-temporal and
inter-spatial comparisons should be commented on. Where there are serious gaps in poverty
databases (or their interpretation) that would impede monitoring of poverty reduction progress,
this should be noted.

Risk andRisk andRisk andRisk andRisk and VVVVVulnerability Profileulnerability Profileulnerability Profileulnerability Profileulnerability Profile. This will assist in understanding the dynamics of poverty. The
poor consist of those who are poor at all times (chronic poor) and those who move in and out
of poverty (transient poor). This latter group is strikingly large in Asia, and the CPA should depict
the major risks that affect the vulnerable; and the severity and frequency of these vulnerabilities.
Risk may be idiosyncratic (individual) or macro (covariant), and have impacts in the short or long
term. The vulnerability and risk profile should include the major country risks comprising (i)
those related to the individual life cycle (e.g., hunger, stunted development, illness, old age), (ii)
economic (e.g., unemployment, changes in prices of basic goods and services, economic crisis
or transition), (iii) environmental (e.g., droughts, floods, earthquakes), and (iv) political/social/
governance related (e.g., corruption, crime, discrimination) risks. It should assess the effectiveness
of existing programs in helping the poor and the vulnerable manage, cope, and mitigate major
poverty risks.36

2. Preparing an Institutional Analysis

The CPA should identify and assess the main institutional constraints to poverty reduction.
The intention is to focus on the main, binding institutional constraints; how these impact on the
poor; and their linkages to the process of poverty reduction. In most countries, the poor suffer

36 See World Bank’s World Development Report (WDR) 2000/2001, which includes a typology of risks and shocks to which people
are vulnerable. This is a useful resource that makes a distinction between types of risk at the micro (individual/household), meso
(local/regional), and macro (national) levels.
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from a vast array of institutional constraints. The intention is not to catalogue all possible institutional
constraints affecting the poor but to identify the most important. Progress made in easing the
binding institutional constraints to poverty reduction will, in turn, create capacities and
constituencies for tackling other institutional constraints to poverty reduction as the development
process proceeds.

Institutional factors37 (both formal and informal) can either enable or constrain poverty
reduction. Institutional constraints often impact on growth and inclusiveness such as a lack of
openness; trade and industrial policies that adversely affect growth; impediments to structural
transformation needed for growth; factors impeding functioning of markets, including land, capital,
and labor markets; and restrictions on access to resources and basic services by the poor. The
government structure and its responsiveness or lack of it are important; for example, the way the
government hierarchy deals with poverty reduction issues and whether provision of basic services
is impeded by the centralized nature of public services provision needs discussion. Key institutional
factors that influence poverty are the extent to which the government is accountable to the poor,
the degree to which the poor suffer from corruption and other manifestations of mal-governance,
and access of the poor to basic social and economic services. Where government decision
making is highly centralized, the institutional capacity to respond to local, or area-specific constraints
to poverty reduction may be inadequate. In case of decentralization to local governments, capacity
constraints often pose as important factors in the delivery of services. Gender is an obvious and
critical institutional issue in most countries of the region and public policy in addressing the
gender dimensions of poverty needs to be discussed. The same is true for informal institutions
that aggravate exclusions for indigenous peoples, those belonging to lower castes and minorities.

37 ADB 2004. Theme Paper No. 13: Law and Institutional Reform: Catalysts for Inclusive Development in the Asia and Pacific Region, has a
description of key institutional issues and ADB operational interventions to address them.

BOX 3.2: PHILIPPINES CPA: QUALITATIVE PERCEPTION
INDICATORS AND DATA QUALITY

The Philippines CPA finds that the proportion of Filipino families who consider themselves
poor is a great deal higher than what would be assessed using the official poverty line. Based on a
Social Weather Stations (SWS) nationwide survey of subjective poverty, nearly two thirds of Philippines
families (62%) rated themselves as poor in September 2003 and the average subjective poverty
threshold indicated by families with five members was P9,466 ($170) per month. This can be
contrasted with the corresponding official poverty threshold for 2002 of P4,961 ($96) per month.The
CPA prepared for the Philippines includes a detailed discussion of different data sources and
methodologies used to assess income poverty.a The CPA reports that there are two overlapping series,
the first from 1985 to 2000 and the second from 1997 to 2003. It reports that newer methodology
resulted in lower poverty head counts, and some trends were changed, but cautions against use of
these methods. A careful review of the income poverty data finds that the magnitude of income
poverty in the Philippines worsened from 1985 to 2000, and that although the country sustained
positive GDP growth from 2000–2003, there was a 10% drop in real average family incomes.
Families in the National Capital Region (NCR) suffered an almost 20% drop. In addition, the total
income accruing to the bottom decile of the population virtually stagnated over these 3 years.

a ADB. 2005. Poverty in the Philippines: Income, Assets and Access. Manila.
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Another important institutional issue is the nature of participation of the poor in public decision
making and whether the poor have an adequate voice in shaping policies that affect their welfare.
The way the government apparatus interacts with representatives of civil society and private
sector in devising strategies and programs to reduce poverty may also need to be studied.

A Summary Labor Market AssessmentA Summary Labor Market AssessmentA Summary Labor Market AssessmentA Summary Labor Market AssessmentA Summary Labor Market Assessment (SLMA) should be an essential part of the analysis of
institutions..... Proper functioning of the labor market is essential for economic growth to impact on
poverty reduction, and suitable recommendations for its functioning for inclusive development
should be provided. Since the poor primarily work in the informal sector, the main emphasis
should be on sources of both informal and formal employment generation, and institutional and
policy barriers to labor-absorbing growth.38 The SLMA should be brief and concise, focused on
the determination of country priorities by revealing employment patterns. In some countries, the
priority attention will be to assist unemployed or underemployed working-age populations to
find employment opportunities or to fight child labor. In others, the rural areas may have been
forced to shoulder a disproportionate burden of the country’s social problems, and strengthening
rural systems may be a priority. Labor market assessment is a key element in the strategic link
between economic growth and poverty reduction, and the assessment should provide
recommendations to ensure efficient and inclusive development patterns.

3. Assessing the NPRS and Realism of Poverty Reduction
and MDG Targets

The extent to which the country has a well-defined, government-led NPRS, and the degree
to which that serves as a framework for coordinating poverty reduction activities, is therefore
critical to ADB’s country-focused response to poverty. In reviewing the NPRS, the CPA may
address the following areas:

AAAAAvailability and coverage:vailability and coverage:vailability and coverage:vailability and coverage:vailability and coverage: Does the government have an NPRS, or a PRSP? Is it an interim
or a complete strategy? Does it set specific and realistic targets? Is it comprehensive?
Does it include an adequate poverty diagnostic? Does it review past attempts to
combat poverty? Does it set specific goals and targets that are clearly linked to strategic
interventions, and does it provide clear arrangements for monitoring and evaluation?

Assessment:Assessment:Assessment:Assessment:Assessment: Is the NPRS rooted in a sustainable macroeconomic framework? Are poverty-
reducing interventions costed and affordable, given constraints in public expenditures?
Does the strategy identify key reforms to improve the environment for poverty
reduction? Is the strategy clear, consistent, coherent, and realistic? Was it developed
in a consultative manner; is it widely supported among national leaders and
stakeholders? Is it being implemented? Have constraints (and risks) to implementation
been adequately identified? Is it truly nationally owned? Are responsibilities of various
stakeholders and development partners clearly identified?

38 ADB. 2005. Key Indicators theme chapter on “Labor Markets in Asia: Promoting Full, Productive and Decent Employment” provides
an overview of the main labor market issues in the region.
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Resource requirements:Resource requirements:Resource requirements:Resource requirements:Resource requirements: Does the NPRS adequately prioritize and/or sequence among
the reforms identified? What resources will be required to achieve the NPRS growth,
investment, and poverty reduction targets? Are public investments and other programs
needed for the success of the NPRS targets supported by sufficient annual budgets
over the medium-term period through which the NPRS runs? What is the resource
gap implied by the NPRS, and the likelihood that this can be filled given trends in
external assistance, foreign investment, and public borrowing capacity?

Monitoring and evaluation:Monitoring and evaluation:Monitoring and evaluation:Monitoring and evaluation:Monitoring and evaluation: Are the goals and indicators in the NPRS consistent with the
MDGs? Have targets been specified for the key development results that Government
wishes achieved? Are these realistic given past trends and with the effort envisaged
in the strategy? Are monitoring and evaluation (M&E) arrangements (including
demarcation of responsibilities, identification of data gaps, and resources for M&E)
sufficient to be able to track development results?

In addition to a commitment to be country-focused and supportive of NPRSs, ADB is also
firmly committed to assisting its DMCs achieve the MDGs. The CPA should assess MDG progress,
both in terms of past trends and present achievements, and in terms of the feasibility of meeting
the MDG targets given the strategic priorities envisioned in the NPRS, and the likely assistance
response from different development partners. With respect to the MDGs, the CPA should:

Assess the present status:Assess the present status:Assess the present status:Assess the present status:Assess the present status: For each of the MDGs 1–7, the CPA should take stock of
present status, building on information contained in the MDG report, United Nations
estimates, and other sources of information. Where there are gaps in the knowledge
base, these should be identified.

Assess probability of MAssess probability of MAssess probability of MAssess probability of MAssess probability of MDG achievement:DG achievement:DG achievement:DG achievement:DG achievement: For each of the MDGs 1–7, past performance
trends should be reviewed, and an assessment made on the targets set in each
area under the NPRS. Given past and expected performance, a judgment will need
to be reached on the likelihood that the MDGs will be reached.

Identify areas for special attention:Identify areas for special attention:Identify areas for special attention:Identify areas for special attention:Identify areas for special attention: The CPA should identify those MDGs for which special
attention is required if satisfactory progress is to be made. The CPA will also assess
the extent to which sufficient assistance is being provided, or can be effectively
absorbed, to help address those MDGs for which the country remains off-course. It
will also assess gaps in capacities and changes in policies and institutions necessary
to scale up efforts to achieve the MDGs.

4. Assessment of Public Policies and Initiatives for Poverty Reduction

The CPA should briefly review the country’s economic performance, and the policy stance
of government underpinning development performance. It should relate economic performance
and the underlying policy framework to the policies required to assist the poor. The assessment
of government policies needs to address the following areas:

Macroeconomic poMacroeconomic poMacroeconomic poMacroeconomic poMacroeconomic policies:licies:licies:licies:licies: Assess whether macroeconomic policies (affecting growth, inflation,
financial sector stability, fiscal management, exchange rate and trade regimes) are
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consistent with poverty reduction. For example, are the rate and composition of
economic growth and the factors influencing them (i.e. savings and investment,
trade, productivity improvement) sufficient to meet poverty reduction goals and
objectives? Is the sectoral composition of growth and employment generation
appropriate? Do macroeconomic policies foster growth and keep inflation down?
Do they help prevent or cushion the effects of external shocks to reduce the
vulnerability of the poor?

Public resources and expenditures:Public resources and expenditures:Public resources and expenditures:Public resources and expenditures:Public resources and expenditures: Are efforts to improve domestic resource mobilization
adequate, and how can constraints be removed? Is the tax system equitable or
regressive? Do taxes on international trade help directly or indirectly to reduce poverty?
Is public expenditure prioritizing basic services and attainment of MDGs? Is there a
system to address regional and geographical inequities through a transfer system?

Sector policies:Sector policies:Sector policies:Sector policies:Sector policies: Do policies favor labor- or capital-intensive investments? Do they hinder
capital investments in labor-intensive industries? Do policies promote small and
medium enterprises? What is the impact of technological innovation in sectors
employing large numbers of poor? How do wage and labor policies affect the poor?
Are policies in the main sectors consistent with poverty reduction objectives? How
well are they, particularly pro-poor aspects, actually implemented?

TTTTTargeted progargeted progargeted progargeted progargeted programs including safety nets:rams including safety nets:rams including safety nets:rams including safety nets:rams including safety nets: Discuss nature of public poverty reduction
programs (such as targeted basic services, employment guarantees, microfinance,
etc.)—their magnitude, geographical location, sectors, approaches, types, experience
with them (M&E results), etc. Do such programs address gender issues? Do they
provide essential services and widen opportunities for economic activities? What
are the main components of the safety net system in the country? Are they well
targeted? What are the implications of subsidies on the poor and how would the
poor be affected by their discontinuation? What is the likelihood of savings from
such subsidy cuts being channelled into better-targeted public services for them?
What has been the experience of targeting in terms of cost and precision?

5. Analysis of Causes of Poverty

The main causes of poverty have to be understood to identify constraints that need to be
overcome to reduce poverty. The following indicative list separates some possible dimensions,
although that these dimensions are obviously interrelated. Some of these are:

Economic:Economic:Economic:Economic:Economic: shortage and inequitable distribution of resources (e.g., land, water, credit,
technology, knowledge) causing poverty by preventing access to economic activities
and opportunities; insufficient economic growth and employment; economic crisis
associated with losses of jobs, earnings and safety nets; economic transition that
dislocates a large segment of the work force; inadequate factor markets and economic
policies that do not favor the poor; and insufficient or unaffordable public services;

Historical, societal, behavioral, genderHistorical, societal, behavioral, genderHistorical, societal, behavioral, genderHistorical, societal, behavioral, genderHistorical, societal, behavioral, gender, vulnerable g, vulnerable g, vulnerable g, vulnerable g, vulnerable groups:roups:roups:roups:roups: traditional social structures
that might perpetuate dependence of the poor on the nonpoor; social/cultural
norms that discriminate against and exclude the poor, (e.g. by preventing entry to
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professions, using public services); geographic, racial, and ethnic exclusions that
deprive certain groups of an equal opportunity to participate in the mainstream of
socioeconomic development, behavioral patterns (e.g. substance abuse, lawlessness)
that contribute to exclusion and low living standards;

Governance and institutional:Governance and institutional:Governance and institutional:Governance and institutional:Governance and institutional: requirements, norms, and practices that hinder the poor
from full participation in their community, such as legislation that explicitly or implicitly
works to the disadvantage of the poor; corruption, overcentralization, local elite
capture of public services, lack of access to information, and tacit codes of
communication in a community that prevent the poor from holding community
leaders accountable; and

Environmental causes and natural or man-made disasters:Environmental causes and natural or man-made disasters:Environmental causes and natural or man-made disasters:Environmental causes and natural or man-made disasters:Environmental causes and natural or man-made disasters: loss of resources owing to
improper management of natural resources; natural disasters which are sudden
(e.g., earthquakes, tsunamis), or slow in materializing (e.g., crop failures,
environmental degradation), or man-made (e.g., civil strife) that disrupt a
socioeconomic development path.

The major causes of poverty will likely vary between rural and urban areas, and in regions
that are more remote from those that are closer to growth centers. It would be useful to identify
the key causes to poverty, disaggregated by appropriate geographic categories, to prioritize poverty-
reducing interventions. For example, the Bangladesh CPA notes that the causes of poverty have
changed over time, and that as these have changed, new challenges and opportunities for
poverty reduction have emerged (see Box 3.3).

6. Assessing Partnerships and ADB Positioning

ADB’s Evolved Country CompetenceADB’s Evolved Country CompetenceADB’s Evolved Country CompetenceADB’s Evolved Country CompetenceADB’s Evolved Country Competence. ADB’s poverty reduction initiatives should build on what
has worked well in the past. Lending and nonlending assistance should be provided in ways that
are efficient, effective, sustainable, and are likely to contribute to meaningful poverty reduction
impacts. To better understand the relationship between ADB assistance and poverty reduction,
the CPA and the macroeconomic assessment should discuss the following with respect to ADB’s
past experience in contributing to poverty reduction:

• Drawing on project, program, sector, and country assistance program evaluations (CAPE)
and completion reports, what are the main lessons from ADB assistance for combating
poverty?

• What factors have contributed to or inhibited effective utilization of ADB assistance for
poverty reduction?

• Are there examples of good practices from past ADB and other donor-assisted or
government interventions that merit scaling-up to contribute to national poverty reduction
objectives?

• What are ADB’s country-specific strengths and weaknesses in providing external assistance
for poverty reduction? How can those strengths be best utilized, and the weaknesses
mitigated, to improve the delivery of development results?
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Building Robust PBuilding Robust PBuilding Robust PBuilding Robust PBuilding Robust Pararararartnershipstnershipstnershipstnershipstnerships. ADB will need to position its assistance to respond to (or even
anticipate) the evolving development challenges and priorities of government, to build on the
organization’s comparative advantage, and to take into consideration the support that is likely to
be made available from other development partners. In assisting the government implement
the NPRS, ADB will need to forge productive relationships with other development partners
within the wider framework of development cooperation in the country. With respect to ADB’s
external development partners, the CPA should discuss:

BOX 3.3: CPA REPORTING ON CAUSES OF POVERTY IN BANGLADESH

The Bangladesh CPA notes that the causes of poverty differ between rural and urban areas and
these have changed over time. The CPA reports that a few decades ago, poverty in Bangladesh was
caused primarily by (i) landlessness, (ii) low agricultural productivity, (iii) vulnerability to floods and
other natural disasters, and (iv) limited opportunities for employment in subsistence agriculture.
Because of vastly improved transport and communication networks, rural labor has become more
mobile, farming has become more market-oriented, and the poor are able to earn their livelihoods
from a continuum of farm, off-farm, rural, and urban activities. The spread of microfinance initiatives
and rural education enabled the expanded participation of women in the labor force, and their
growing economic empowerment. This has helped spread access to cash income throughout the
year, which has had a major impact on rural livelihoods. Urbanization and repatriation of overseas
remittances, while fueling rural-urban inequity, has also contributed to poverty reduction.

While improvements in mobility, skills, and productivity have helped substantial numbers of
households escape poverty, many remain impoverished. The most commonly identified characteristics
of rural poverty in Bangladesh are (i) living in remote areas and unfavorable agricultural environments;
(ii) limited transport, power, and other infrastructure; (iii) being in a female-headed household;
(iv) illiteracy; (v) being an agricultural wage laborer; and (vi) possessing few agricultural and
nonagricultural assets. Other factors affecting rural poverty include (i) high dependence on volatile
daily wage incomes; (ii) lack of access to land with the poor tending to hold liquid financial and
livestock assets, rather than land; (iii) access to natural and common property assets such as ponds,
gardens; (iv) access to nonfarm employment, which provides a vital source of income to the poor
and pays 24–34% more than agricultural wages. While nonfarm enterprises hold tremendous scope
for generating off-farm employment, nearly 98% of these are financed by own savings or inheritances.
Less than 5% are financed through microcredit or other institutional sources.

For some dimensions of well-being, the urban poor are more disadvantaged than the rural
poor. This stems from limited urban employment opportunities and degraded environmental and
health conditions. Housing and sanitation, in particular, are generally much worse in urban slums
than in rural areas. Predation by urban vested interest groups takes the form of land grabbing, toll
collections, and urban politics of patronage and eviction—all of which impede urban poverty reduction.
The urban poor tend to be far more heterogeneous than the rural poor, with significant variation in
gender, occupation, caste, age, and other social characteristics. They include rickshaw-pullers; garment
workers; pavement dwellers; city hawkers; petty traders; informal sector workers engaged in self-
employment and wage-employment; blue-collar factory workers in organized small, medium, and
large industries; slum and squatter dwellers; street children; construction workers; beggars; disabled;
domestic helpers; hermaphrodites; sex workers; street hooligans; and mastaans (musclemen).

Source: ADB. 2005. Bangladesh Country Strategy and Program: 2006–2011. Appendix 3, Poverty Assessment.
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PPPPPolicies and strategolicies and strategolicies and strategolicies and strategolicies and strategies:ies:ies:ies:ies: Do other external agencies have explicit poverty reduction strategies
for the country? What do they comprise? Are there areas that are not covered? How
do their policiesz fit with ADB’s policy and what are the implications for ADB’s
country-specific strategy? Based on ADB’s past experience, highlight areas where
ADB had a comparative advantage and been in the lead, and areas where ADB ha
not been active.39

ProgProgProgProgPrograms:rams:rams:rams:rams: Sectors, geographical locations, and type of approaches used by external agencies,
comparing what others do with ADB’s portfolio and approaches. This section should
focus on specific antipoverty interventions rather than provide a general overview of
external assistance. Highlight areas where ADB has a comparative advantage or
could take a lead role in providing well-harmonized external assistance.

Coordination Mechanism:Coordination Mechanism:Coordination Mechanism:Coordination Mechanism:Coordination Mechanism: Does the existing aid coordination mechanism focus on poverty
reduction issues? What have been the agreements? Has this been a separate agenda item or an
integral part of the discussion of sector performance?

The government, the private sector, and civil society organizations all play an important
role in poverty reduction. Helping forge results-oriented partnerships between the government,
the private sector, and civil society which are aimed at contributing to the achievement of the
MDGs is an integral part of ADB’s response to poverty in its DMCs. To help identify scope for
improving results-oriented partnership arrangements with domestic stakeholders, the CPA should
address the following:

Organization:Organization:Organization:Organization:Organization: What is the role of the NGOs and community-based organizations (CBOs) in
poverty reduction initiatives? Do these organizations fund and/or implement poverty
reduction initiatives? Can ADB enhance results-based partnerships, or assist in
capacity-building of NGOs and CBOs, to accelerate achievement of the MDGs?

PPPPParararararticipation:ticipation:ticipation:ticipation:ticipation: Do mechanisms exist that would ensure the participation of the poor? If so,
describe which, and analyze how effective they are.

Private sector:Private sector:Private sector:Private sector:Private sector:40 How does the government integrate private sector activities and investments
in its overall NPRS and encourage private sector participation? Do linkages exist
between the formal and informal sectors? Does the private sector cooperate with
the public sector in initiatives to mainstream the poor into regular economic activities?
What is the role of grassroot-level private enterprises such as informal moneylenders,
middlemen, and informal providers of goods and services? Are private sector activities
concentrated in certain sectors or geographical regions? What is the scope for fostering
SME development and microenterprise development to assist the poor?

39 ADB’s strategic options, i.e., selection of geographical areas, sectors, and subsectors will continue to be determined in the CPS. The
poverty analysis should provide an overview of activities of all external agencies, including ADB, to identify synergy effects, overlaps,
and gaps.

40 This section should discuss country-specific aspects to the private sector, for instance, such that arise in former or currently socialist
economies.
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BOX 3.4: MACROECONOMIC LINKAGES IN THE CPA
FOR THE PEOPLE’S REPUBLIC OF CHINA

The country poverty analysis (CPA) for the People’s Republic of China included a detailed assessment
of the linkages between macroeconomic, fiscal, sector, and targeted policies and programs for
poverty reduction. Particular attention is drawn to the horizontal imbalances in fiscal capacity for
poverty reduction across jurisdictions. The CPA notes that although there is a strong fiscal commitment
for poverty reduction, the weak revenue base of poor counties mitigates an effective poverty reduction
response. Seven main reasons are given for this, including:

(i) Poorer provinces and counties cannot mobilize sufficient counterpart funds, thus limiting
their ability to finance infrastructure projects and encouraging these levels of government
to ask the poor to provide free labor.

(ii) County governments in poor areas often have structural budget deficits. In some poor
counties, poverty funds account for 20–35% of all fiscal transfers and 15–30% of
budgetary revenues. Given this dependency, these local governments are under pressure
to divert poverty funds to unavoidable expenditures like staff salaries or to unfunded
priority projects.

(iii) Resource-constrained local governments have a strong interest to use the poverty
reduction subsidized credit schemes for projects that quickly generate taxable income.

(iv) The poverty funds are targeted on infrastructure- and income-related programs only.
Participatory studies show, however, that investments in human development are also
very important to poverty reduction.

(v) Fees for access to education and health services are applied universally to all schoolchildren
and clinic and hospital patients, irrespective of their capacity to pay.

(vi) To meet budget deficits, local governments have creatively devised fees to impose on
the public. Many of these fees are not strictly legal; and

(vii) The weak financial situation of the poor counties generates a range of distortions often
contrary to poverty reduction, as they seize each opportunity to capture financial resources.
To mitigate these distortions, a fiscal transfer system that adequately underpins social
equity needs to be devised.

Source: Asian Development Bank. 2004. Poverty Profile: People’s Republic of China. Manila.

7. Developing Strategic Options and a Poverty-oriented Framework
for ADB Assistance

If the CPA is to be of operational relevance, it must provide recommendations that inform
and provide directions for the CPS. Such recommendations may still be relatively general, or cast
in the form of broad options, since the strategies and programs that ADB will ultimately pursue
is the outcome of a more extensive analytic and consultative process. Recommendations should
be cast within the context of future country challenges and opportunities, and should be
(i) limited in number; (ii) monitorable, relevant, results-oriented, and time-bound; and (iii) clearly
supported by a logical analysis and a coherent sequence of findings. The conclusions and
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BOX 3.5: ASSESSMENT OF CIVIL SOCIETY IN PAKISTAN COUNTRY
POVERTY ANALYSIS

The Pakistan CPA includes a detailed assessment of the contribution made by nongovernment
organizations (NGOs), community-based organizations, and the private sector to poverty reduction.
It finds that there is considerable potential for increasing the role of civil society and the private
sector in publicly supported poverty reduction efforts. The Pakistan CPA concludes that:

“There are several ‘niche’ areas in which the NGOs and the private sector have been able to
prove their capacity to deliver and within which, therefore, their role and work might be expanded to
allow them to operate and have an impact at a bigger scale. Among these areas, the first and
foremost is fostering social capital through mainstreaming the participation of communities in the
development process and organizing them into broad-based institutions and groups. … NGOs and
the private sector have also demonstrated their usefulness in becoming contractors to the Government
to facilitate community-based implementation of small-scale infrastructure and public works schemes.

Microfinance is another niche area for NGOs, in which they are running programs in both rural
and urban areas  (p. 73).”

recommendations should not exceed the boundaries of the CPA exercise, of the evidence
presented, or the analysis which has been made. Caution should be exercised before presenting
strategic or programmatic recommendations for which a more detailed analysis may be required.

Strategic options depend entirely on the opportunities for and obstacles to reducing
poverty in the country. There are no standard prescriptions, other than the importance of
developing a clear analytical framework to underpin decision making. The discussion of strategic
options should also investigate whether there is need for targeted interventions to reduce poverty
in the particular country context, how targeting could be undertaken, and the nature of these
interventions (e.g., targeted toward households, need to reduce pockets of geographic
concentration of poverty, particular MDG sectors that need to be focused on, etc.).41

To the extent that the core options for poverty reduction are adequately addressed in the
NPRS, this section should summarize and reiterate those main priorities. This section should also
identify which of the several possible priority areas would be most suitable for ADB assistance. This
may be based on ADB’s country-specific comparative advantage and lessons of past assistance,
expected activities of other donor partners, Government’s expressed priorities for the utilization of
ADB assistance, and the assessment of the areas in which ADB assistance is likely to contribute to
the greatest poverty reduction payoffs. ADB assistance needs to be focused to make a meaningful
contribution to poverty reduction results. Box 3.6 illustrates the approach taken in the Bhutan case.

The CPA should identify broad, strategic options at a strategic, policy, sector, and thematic
levels. The main objective is to provide information and suggestions to assist the CSP process
prioritize sectors and themes for future support, and to assess the balance between ADB support
for interventions that address poverty indirectly vis-à-vis those that are targeted to specific poor
groups or regions. More detailed programmatic and activity details are to be provided through
economic, sector,  and thematic work. To bridge the gap between the poverty diagnosis and

41 If a geographic mapping is recommended, then this may be carried out as a separate small study or as part of the CPA depending
on the resources available for the CPA.
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BOX 3.6: BHUTAN CPA AND RATIONALE FOR FOCUS

The following quote from the Bhutan CPA explains the rationale for tightly focusing ADB’s future
assistance for poverty reduction to that country:

“The Government of Bhutan has a well-conceived, locally owned, poverty reduction vision
and a clearly articulated set of development priorities. It also has a strong sense of the comparative
advantage of various donors, and determines on this basis where technical and financial assistance
is most needed, and which donor can best provide it. The Government has traditionally preferred to
use its grant and bilateral assistance for agriculture, rural development, and social sector support,
and to use its concessionary loan finance for infrastructure and finance/private sector development.
Accordingly, the Government has requested that ADB focus its future assistance in support of the
implementation of the NPRS in the following areas: (i) transport; (ii) power, including rural
electrification; (iii) urban development; and (iv) financial and private sector development. These
sectors are assigned a high priority in the NPRS, and scope exists to make a substantial contribution
to poverty reduction in each area. ADB has also been requested to assist Government in further
developing institutional capacity, without which Bhutan’s ability to manage the delivery of public
services on a sustainable basis would be compromised. There are good reasons for focusing ADB
assistance on these key sectors: (i) other donors are heavily involved in complementary sectors,
such as agriculture, rural development, education and health care, and there is a limit to the amount
of assistance that can be productively absorbed in those sectors; (ii) Government is devoting nearly
a third of the 9th Plan outlays to social sector development, and other multilateral partners are
providing assistance in these sectors; (iii) ongoing ADB-supported operations in vocational training
and health sector reform are making important contributions and will require several years to be
completed; (iv) ADB can build on a positive track record in assisting the Government deliver results
in those sectors for which assistance has been requested; and (v) attainment of the main MDG
goals appears to be on track.”

Source: ADB. 2005. Bhutan: Country Strategy and Program: 2006–2011. Manila.

possible ADB support, the CPA should comment on the following to help ADB broadly define its
poverty reduction strategies and priorities:

Pro-poor gPro-poor gPro-poor gPro-poor gPro-poor growrowrowrowrowththththth: The CPA should comment on ways in which ADB could support
improvement in, such as, the quality of macroeconomic management, employment
policies to augment labor absorption, private sector enabling policies, infrastructure
development for market access, regional integration, quality and productivity of the
natural resource base, and policies influencing income distribution to accelerate
pro-poor growth for poverty reduction.

Inclusive social development:Inclusive social development:Inclusive social development:Inclusive social development:Inclusive social development: Given that growth needs to be inclusive if poverty reduction
were to result, the CPA should identify options for ADB assistance to help promote
inclusive growth through social development, and to develop the policies, institutions,
and infrastructure needed to deliver basic social services to the poor effectively.

Good governanceGood governanceGood governanceGood governanceGood governance: The CPA should identify broad opportunities for improving core and
sector governance, including the extent to which good governance (accountability,
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transparency, integrity, participation, value-for-money) have been mainstreamed into
sector support, and in which participation with civil society has been encouraged.
Special attention should be paid to the extent to which anticorruption measures are
being addressed, including in ADB’s operations, if corruption is a serious problem in
the country.

Sector priorities and strategSector priorities and strategSector priorities and strategSector priorities and strategSector priorities and strategyyyyy: The CPA should comment on the way in which ADB’s sector
investments, policy dialogue, and support for policy and institutional reforms can
contribute to poverty reduction. It should identify priority sectors for future support,
based on NPRS priorities, ADB’s comparative advantage, and opportunities for
harmonization and effective partnering. These identified priority sectors will have
detailed sector strategies and road maps in the CPSs.

TTTTTargeting approach: argeting approach: argeting approach: argeting approach: argeting approach: Based on the country’s development experience and nature of the
growth process, trends in inequality, and the nature of poverty, the CPA should
comment on the extent to which targeting may be necessary given pockets of
poverty in a particular country. The rationale for supporting poverty reduction both
indirectly and/or through a targeted approach should be discussed. If targeting is
advocated, possible targeting indicators and approaches may be identified.

TTTTThematic priorities and strateghematic priorities and strateghematic priorities and strateghematic priorities and strateghematic priorities and strategiesiesiesiesies: The CPA should help (i) identify ways in which ADB
assistance could foster poverty reduction by assisting the Government improve the
enabling environment for private sector participation in development; (ii) identify
ways in which environmental initiatives will have a meaningful impact on poverty
reduction; (iii) ways in which gender issues can be mainstreamed into ADB’s lending
and nonlending operations, so as to contribute to women’s empowerment, gender
equality, greater economic participation of poor women; (iv) ways in which regional
cooperation can be pursued to as a means for the DMC to eliminate both physical
and institutional impediments to trade and Investment, to jointly develop the facilities
required for the delivery of essential public services, to facilitate the combating of
global crimes and communicable diseases, and to share knowledge; and (v) ways
in which strategic support could be provided to enhance a DMC’s capacities to
formulate and implement policies, reforms, and investments needed for poverty
reduction. It should indicate the priorities between the thematic interventions during
the medium term and indicate those thematic areas where detailed assessments
need to be prepared as part of the CPS.

In each of these areas, cross-country comparisons could be useful to place the country’s
achievements/deficiencies in perspective. The objective of this section is to identify the critical
issues in each pillar and theme that merit further attention and consideration during the CPS
analytic and consultative process. An example of the manner in which strategic priorities are
linked to the poverty diagnosis is presented in the case of the PRC in Box 3.7.

A series of key poverty reduction results to which ADB could usefully contribute should be
included in the discussion of intervention options. This should be linked to the MDGs and any
other poverty reduction goals and objectives. The expected results should be specified in terms
of possible outcomes and impacts of interventions, to which ADB could productively contribute,
and should be presented in the form of an indicative poverty-reduction results framework. The
poverty-reduction results framework is a planning and management tool that defines the links
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BOX 3.7: THE PRC CPA: DEFINING STRATEGIC PRIORITIES
BY POVERTY PILLAR

The PRC CPA undertaken in 2004 includes a prioritized strategy for harnessing pro-poor growth,
good governance, and social development to poverty reduction. It relates this to the key factors that
cause poverty, to access to basic services, and to the participation of the poor in development. The
following draws from the CPA to present its priorities in each main “strategic thrust” area.

The potential for accelerating poverty reduction through pro-poor sustainable economic growth
is characterized by: (i) the increased provision of off-farm income earning opportunities for poor
farmers which in part can be facilitated by lowering the barriers to small and private businesses,
especially their access to credit; (ii) promoting the rural economy through more favorable agricultural
pricing policies; (iii) redressing the regressive nature of the taxation and fee burden on farmers; (iv)
greater integration of rural areas into regional (meaning, regions in the PRC) and national markets
which will involve providing more physical infrastructure to poor areas and improving their social
(particularly health and education) and economic infrastructure; (v) expanding opportunities for the
western region to trade with Central and Southeast Asia; (vi) reform of the fiscal system between
levels of government on the basis of equity and adequate funding of obligations delegated to lower
levels of government; and (vii) ensuring greater equity in access to financial and human capital and
natural resources.

Improvements in governance can accelerate poverty reduction in many ways. They would
reduce the leakage of targeted poverty reduction funds away from the rural poor. They would
induce more efficient and effective use of limited financial and human resources by the cash-
strapped lower levels of government. New approaches adopted since 2001 to “listen to the voices
of the poor” through participatory village development planning will contribute to the dynamics
driving good governance.

Third, social development has provided the poor with enhanced human capital. Research has
consistently confirmed that education status is closely correlated with poverty… The PRC’s policy on
education has been to achieve universal education up to grade 9—that is, to the end of middle
school. Teaching resources and enrollments have been expanding at secondary school level while
remaining relatively static at the primary school level. Household socioeconomic surveys conducted
as part of infrastructure project preparation for ADB financing in the PRC indicate the severe burden
of education fees and contributions on poor families. This is often cited by poor rural parents as the
reason their children have dropped out of school. The same surveys show that for poor families,
girls tend to be withdrawn from school at an earlier age than boys. This exclusion of the young poor
from obtaining a basic education is, in effect, condemning another generation to poverty. Poor
health status is often both a cause and a result of poverty. The primary obstacle to improved
health among the poor appears to be user fee levels. Pilot schemes in national minority counties
have shown that where user fees for in-hospital birthing are waived for poor women, the rate of
homebirths, marternal mortality ratio, and infant mortality ratio all dropped substantially. Accessibility
by the poor to primary and secondary health care services is therefore crucial for poverty reduction
efforts in PRC.

Source: Asian Development Bank. 2004. Poverty Profile: People’s Republic of China. Manila.
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42 See ADB. 2005. Practice Note on Results-based Country Strategies and Programs for a more detailed discussion of results frameworks
and their formulation.

between strategic development goals, outcomes that are directly influenced by ADB’s program,
key results that are necessary to reach those outcomes, and the mix of ADB support (program/
project, policy dialogue, and partnerships). The results framework serves as a bridge between
the goals, strategies, and objectives for ADB assistance identified in the CPA, on the one hand,
and the strategic priorities and targets of the NPRS on the other.42

The results framework to be included in the CPA will be more highly aggregated and more
focused on possible outcomes and impacts (rather than identifying interventions) than the
results framework that is eventually adopted as part of the results-based CPS. The framework
aims to help identify key poverty reduction goals, impacts, and outcomes to which ADB assistance
could contribute, and intermediate outcome indicators that could be used to monitor progress
in assisting the government deliver poverty reduction results.

Monitoring, Evaluation, and Results ManagementMonitoring, Evaluation, and Results ManagementMonitoring, Evaluation, and Results ManagementMonitoring, Evaluation, and Results ManagementMonitoring, Evaluation, and Results Management. The CPA will assess the extent to which
national systems can be used to track and manage the delivery of poverty reduction results. It
will review the extent to which the government, academe, or civil society/NGOs have the capacity
to monitor and evaluate the implementation of antipoverty strategies and to track the delivery of
poverty-reduction results. This will also include an assessment of the extent to which the results
of monitoring, evaluation, and poverty reduction research are used. The CPA will also identify
options for ADB, in full cooperation with other development partners, to provide assistance to
build national capacity to track progress made in poverty reduction, and to enhance the utilization
of such information in managing the development process to contribute to poverty reduction
results. A candid assessment of the veracity of the poverty monitoring and reporting system is
required (see Box 3.8).

BOX 3.8: POVERTY MONITORING IN CAMBODIA COUNTRY
POVERTY ANALYSIS

The Cambodia CPA provides a succinct review of the Government’s ability to monitor poverty trends,
and to track progress in poverty reduction. It states: “Poverty monitoring at the national and regional
levels can be done most effectively through national household surveys. In a relatively small country
such as Cambodia, poverty monitoring surveys should probably be conducted about every years
(since there are economies of scale in household surveys). The next national socioeconomic survey
is currently scheduled for 2003–2004 and is expected to be of substantially higher quality than
previous socioeconomic surveys…. There is presently no system in Cambodia that is able to provide
local area poverty estimates on a regular basis. The recently developed Poverty Map (discussed
above) provides local area estimates (at the commune level) for 1998 (the year of the last census).
Currently, some thought is being given to how the Poverty Map estimates can be most effectively
updated on a regular basis. Systems involving the collection of local area poverty indicators are
currently being piloted in Cambodia. Unfortunately, the necessary research to determine which
indicators should be collected was apparently not done in advance. It is also unclear whether accurate
data on household level characteristics (e.g., education, livestock ownership, housing characteristics)
can be collected from village leaders (in the absence of actually visiting the households) (p. 27).”

Source: James C. Knowles. 2003. Cambodia Poverty Review. Staff consultancy report prepared for ADB.
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A.A.A.A.A. TTTTThe Role of the CPhe Role of the CPhe Role of the CPhe Role of the CPhe Role of the CPS in Country-focusedS in Country-focusedS in Country-focusedS in Country-focusedS in Country-focused
PPPPPoveroveroveroveroverty Reductionty Reductionty Reductionty Reductionty Reduction

During the 1980s and 1990s, the main focus of the Asian Development Bank (ADB)’s
poverty monitoring and assessment was at the level of the individual projects. In particular,
projects that were classified as “poverty interventions” were expected to demonstrate

their likely ex-ante and ex-post contribution to poverty reduction. Over time, it became apparent
that individual projects could not be expected to reduce poverty on their own because of the
relatively small contribution that each individual project played in the overall investment program
and policy framework of a country, the multifaceted nature of poverty, and the many constraints
that needed to be addressed to promote pro-poor growth and social development.

It is now increasingly understood that the overall country-led process of poverty reduction
is crucial, and that the contribution of ADB to poverty reduction in any country hinges on the
degree to which its CPS is effective in assisting a developing member country (DMC) government
to address poverty. Consequently, the main focus of assessing ADB performance has shifted
from assessing performance at the level of individual projects to a more rigorous assessment of
ADB’s contribution to poverty reduction at the level of ADB’s country assistance. Rather than
conceived of as isolated vehicles for poverty reduction, individual lending and nonlending
assistance (including policy dialogue, preparation of knowledge products, and donor coordination)
are understood to be the programmatic building blocks through which ADB translates its strategic
focus into an actual contribution to the DMCs country-led poverty reduction effort. Hence,
there should be a clear strategic rationale for each assistance activity, and each intervention
should be appropriately linked to one or more of the key pillars and thematic initiatives of
ADB’s country strategy.

IV. Contributing
to the CPSProcess43

The Enhanced Poverty Reduction Strategy (EPRS) has introduced a stronger country focus requiring

improved quality of country partnership strategy (CPS) preparation. This chapter sets out for guidance

of country teams some essential quality aspects that need to be emphasized, such as linkage to country

poverty analyses and national poverty reduction strategies; better sector strategies and road maps;

need for focus and selectivity; strengthened consultation, participation, and partnerships in the

preparation process; and development of a results framework. The chapter also identifies the elements

of the new quality appraisal process that has been introduced.

43 Changes from CSP to CPS processes have been discussed in  ADB. 2006. Further Enhancing Country Strategy and Program and
Business Processes. May.
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The CPS is ADB’s main planning document at the country level. It is prepared every 5
years. The CPS defines ADB’s strategy for each DMC, and within a 3–5-year planning cycle,
identifies a 3-year program of ADB assistance designed to maximize poverty reduction impact
and assist the DMC government  achieve the relevant Millennium Development Goals (MDGs).
The CPS is based on the outcomes of the country poverty analysis and macroeconomic assessment,
thematic and sector assessments, high level consultations, and other consultations within the
partner country. It is the primary country-specific document in the planning and programming
cycle, setting the priorities for ADB assistance that are considered to be most effective in reducing
poverty. These priorities form the basis of ADB’s lending and nonlending activities in the DMC.
The CPS is designed to: (i) translate ADB’s overarching goal, strategic objectives, and operational
priorities into country-specific strategies during the planning and programming cycle that are
ultimately reflected in the project portfolio; and (ii) define strategies and programs to support
the National Poverty Reduction Strategy (NPRS) and be integral to its realization. As noted in
Chapter 2, the NPRS will have already identified the country’s development objectives, to be
critically assessed during the preparatory phase of the CPS. The CPS itself will, in effect, become
ADB’s medium-term business plan for contributing to the attainment of NPRS objectives.

CPS preparation is the responsibility of a country team, headed by the country team leader
and with representation from all sector divisions and operational staff involved in delivering assistance
to a particular DMC. With the adoption of results orientation, ADB’s strategic and programming focus
has shifted from delivering “assistance” per se toward contributing to poverty reduction “results”. In
practice, CPSs have become more results oriented by: (i) identifying the “results” sought by the
Government, to which ADB will contribute, (ii) identifying what “outcomes” are expected during
the implementation of a CPS, (iii) providing a mechanism and indicators for monitoring progress
made toward achieving those outcomes, and (iv) providing a basis for evaluating the success of
the CPS and thereby a basis for adjusting future plans to improve results.

The CPSs are based on a number of business processes that have been introduced since
ADB’s reorganization in 2001. The CPS processes require comprehensive sector and thematic
assessments, close coordination with other development partners for analytical work, and alignment
of CPSs with NPRSs. The new CPSs in general have become more sharply focused on poverty
reduction and have given attention to effective aid coordination and country ownership. CPSs
have also generally followed the EPRS framework of the three pillars and thematic priorities.
Some CPSs had a specific sector or geographic focus to achieve greater poverty reduction impact44.

Given the centrality of CPSs in determining ADB’s contribution to the country-led poverty
reduction effort, it is critical to achieve a high standard of analytical rigor in preparing CPSs and to
ensure their effective implementation. Toward this end, the regional departments are providing
greater focus on improving analytical standards and overall quality of country assessments; allocating
adequate staff and financial resources for preparing CPSs; providing recognition for staff who are
members of CPS teams; and introducing a results framework in each CPS. Efforts are also being
taken to improve quality at entry by involving RSDD staff at the initial stages to improve thematic
and sector assessments; and involvement of the Strategy and Policy Department (SPD) in making
the CPSs more results-based. To enhance quality, there is a biennial stocktaking of CPSs prepared
over the previous 24 months to examine if CPSs are progressively more results-based and
demonstrate improvement in quality at entry. This measure will be supplemented by regular
evaluation of country assistance programs by the Operations Evaluation Department (OED).

44 See ADB. 2005. Practice Note on Results-Based Country Strategies and Programs. Manila.
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B.B.B.B.B. TTTTThe CPhe CPhe CPhe CPhe CPS Process: IntegS Process: IntegS Process: IntegS Process: IntegS Process: Integrating the Nrating the Nrating the Nrating the Nrating the NPPPPPRRRRRS, CPS, CPS, CPS, CPS, CPA,A,A,A,A,
Analysis, and ConsultationsAnalysis, and ConsultationsAnalysis, and ConsultationsAnalysis, and ConsultationsAnalysis, and Consultations

The CPS supports the NPRS45 and is based on the outcomes of the country poverty analysis,
thematic and sector assessments, performance evaluation, and consultations within the partner
country (Table 4.1). The NPRS establishes the overall framework against which ADB’s assistance
is to be aligned. The CPS identifies, strategically and programmatically, those parts of the NPRS
that future ADB assistance will support. It also identifies those aspects of the NPRS that are being
assisted by other development partners, or addressed by other stakeholder groups. The CPS is
the primary country-specific document in the planning and programming cycle, setting the priorities
for ADB assistance that are considered to be most effective in reducing poverty. These priorities
form the basis of ADB’s lending and nonlending activities in the DMC.

The CPS is understood to serve as a business plan for assisting the DMC address critical
elements of its NPRS. To do so, the CPS will help answer the following questions:

• What are the strategic long-term poverty reduction goals, such as the MDGs or national
goals identified by the country as a priority and to which ADB’s strategy will be aligned?
These should be framed (or accompanied) by specific indicators such as reduction in
poverty levels, GDP growth rates, infant mortality, etc., and include current baseline,
NPRS targets, and the associated time frames.

• What are the issues/constraints to achieving the longer-term poverty reduction strategic
goals?

• What poverty reduction outcomes will be the primary focus of ADB’s interventions
which the program can influence directly? This should relate to key issues, and is
preceded by a discussion of the basis for selectivity and focus, what other donors are
doing, etc.

• How does ADB’s poverty reduction support (both ongoing and planned, lending and
nonlending) combine to achieve these outcomes or to support a knowledge base to
tackle the issues/constraints to poverty reduction?

As illustrated in Figure 4.1 and discussed in Chapter 2, the manner in which ADB’s strategy
in each DMC contributes to the realization of the NPRS is based initially on a detailed country
poverty analysis (CPA) and a macroeconomic assessment. The CPA provides a poverty diagnosis,
an independent assessment of the NPRS, a review of prospects and partnership arrangements
for achieving the MDGs and national poverty reduction targets, and an initial strategic framework
for ADB assistance to contribute to the country-led poverty reduction effort. The CPA is then
augmented, as necessary, by other analysis such as ADB’s ongoing economic, thematic, and
sector work, and by the findings of self- and independent evaluation of ADB’s assistance
performance. The macroeconomic assessment is conducted in parallel with the CPS and reviews
trends and determinants of macroeconomic performance (growth, savings and investment, fiscal,
monetary, trade, balance of payments, and exchange rate), including an identification of the
binding factors to improved macroeconomic performance. Sound and stable macroeconomic

45 A national development plan may be an NPRS if it includes clear strategies for poverty reduction.
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performance is essential to poverty reduction—hence, the findings from the macroeconomic
assessment will complement those of the CPA. The preparation of the CPA and the macroeconomic
assessment are important parallel processes. Care should be taken to ensure that synergies are
built-up and overlaps avoided in these two important assessments. Building on this analytic
foundation, ADB’s CPS is then developed in a participatory manner through a series of consultations
with stakeholders. The end result of this process is a CPS document, containing a summary of
the poverty assessment, thematic assessments and sector strategies and road maps for themes
and sectors prioritized in the CPA, and a 3-year rolling country program.

During the preparation of the CPS, country teams will identify priority sectors for ADB
support and will assess the desirable mix of assistance interventions in the context of country
strategic priorities for development and poverty reduction. ADB’s approach will be rooted in the
findings of the CPA and will be fully consistent with the NPRS. It will also take into account the
macroeconomic and policy frameworks to assess its consistency with the country’s strategic
priorities. Sector, subsector and project choice will depend on the country-specific poverty context,
national strategies and priorities for poverty reduction, and the availability of good practices to
scale up the poverty reduction response. Whether ADB operations are specifically targeted to
assist groups of the poor directly or are designed to operate indirectly to ease infrastructure,
public service, policy, or institutional constraints to poverty reduction are a choice decided upon
in the CPS based on in-depth country knowledge and experience and guided by analysis presented
in the CPA. This involves matching the mode of assistance that is most suited to meet the
poverty reduction challenges in each sector and thematic area, and ensuring that ADB has the
capability to assist in that manner.

Figure 4.1: Country ProgFigure 4.1: Country ProgFigure 4.1: Country ProgFigure 4.1: Country ProgFigure 4.1: Country Programmingrammingrammingrammingramming
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C.C.C.C.C. CPCPCPCPCPS Consultations: FS Consultations: FS Consultations: FS Consultations: FS Consultations: Fostering Postering Postering Postering Postering Parararararticipationticipationticipationticipationticipation
to Build Shared Ownershipto Build Shared Ownershipto Build Shared Ownershipto Build Shared Ownershipto Build Shared Ownership

PPPPParararararticipatory Processesticipatory Processesticipatory Processesticipatory Processesticipatory Processes. Success in generating effective participation and ownership in the design
and implementation of the CPS is essential to fostering successful outcomes. The use of a highly
participatory process aimed at producing consensus and commitment to the CPS is essential to
building shared ownership and commitment to its eventual implementation. Beyond that, ADB
promotes a continuum of ongoing participatory processes because it recognizes that, ultimately,
it is the collective efforts of government, development partners, civil society, the private sector
and the community that determine the success of development, rather than a development
partner acting in isolation.

The participatory process in the CPS should build on ongoing participatory processes with
the Government, NGOs, the private sector, and other development partners. It should build on
and use participation to (i) help design and build shared ownership, (ii) identify major strategic
and programmatic issues, and (iii) assist in the public disclosure and dissemination of the CPS.
While government is the main partner for ADB, an effort should be made using ongoing participatory
processes to obtain the views and options of national and local stakeholders on the completeness,
consistency, and likely effectiveness of the NPRS as a vehicle for guiding national poverty reduction
efforts and for identifying an appropriate role for ADB assistance to poverty reduction.

Participation in developing the CPS can take many forms. Typically this includes a series of
consultations with key interlocutors in national government, with the development partners, civil
society organizations, the private sector, and regional consultations with representatives of the
poor, community-based organizations (CBOs), and local governments. Members of the country
team may undertake a parallel consultation process with representatives of each sector or thematic
area. This should build on the continuous dialogue process in the sector, except where new
areas are being explored. The consultation process is organized by ADB’s resident mission,
involves ADB’s country team, and is undertaken in close consultation with ADB’s main counterpart
agencies in the Government. In cases in which the country assistance programs of other
development partners are being prepared together with ADB, the consultative process would be
planned and implemented simultaneously with the other partners. This has the advantage of
reducing transactions costs of external assistance planning on key stakeholders.

The findings from the consultative process can be used to help assess the ownership and
soundness of the NPRS, to assess priorities for poverty reduction assistance, to identify critical
gaps in support for the NPRS for which ADB assistance would be most appropriate, and to
identify ways in which ADB assistance can be best aligned to support provided by other groups
(i.e. development partners, the private sector, NGOs); and to identify ways of building more
robust partnerships and fostering positive synergies between assistance activities. The consultative
process can also be used to validate the key findings and recommendations of the CPA, and to
identify in more detail the appropriate role and manner in which ADB can best support the
Government in implementing its NPRS.

CPS consultations complement the analytical and evaluative work that underpins the CPS
by helping  contextualize the analyses, evaluations, and government plans and strategies, and by
assessing these from the perspective of the communities that ADB aims to assist. For example, in
the case of the Nepal CSP, a series of local consultations identified the nation’s conflict, which was
rooted in historical patterns of exclusion, as being the single most important constraint to poverty
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TTTTTable 4.1: Pable 4.1: Pable 4.1: Pable 4.1: Pable 4.1: Poveroveroveroveroverty Reduction Fty Reduction Fty Reduction Fty Reduction Fty Reduction Focus in Country Pocus in Country Pocus in Country Pocus in Country Pocus in Country Pararararartnership Strategtnership Strategtnership Strategtnership Strategtnership Strategy (CPy (CPy (CPy (CPy (CPS) ProcessesS) ProcessesS) ProcessesS) ProcessesS) Processes

CPS Poverty
Stage  Purpose Reduction Purpose Tool / Process Output

Pre-Pre-Pre-Pre-Pre-CPCPCPCPCPS analysis andS analysis andS analysis andS analysis andS analysis and
assessmentassessmentassessmentassessmentassessment

Thorough pre-CPS analysis and
assessment is the key to preparing
the CPS.

Draft CPS Initiating
Paper

Draft CPDraft CPDraft CPDraft CPDraft CPS InitiatingS InitiatingS InitiatingS InitiatingS Initiating
PPPPPaperaperaperaperaper

The CPS initiating paper will identify
(i) DMC policies addressing poverty,
(ii) constraints to growth and poverty
identified through cause-effect analysis,
(iii) key development issues and
challenges, (iv) strengths and
weaknesses of previous CPS,
(v) factors for establishing the
cost sharing arrangements and other
financing parameters, and (vi) proposed
intended CPS outcomes, indicative
strategy and foci for interventions.

based on an agreement on
Government’s priorities in its national
poverty reduction strategy and ADB’s
own priorities, lessons learned from
CAPE, CSP completion report, and pre-
CPS assessments, identify the major
strategy and programming issues to be
addressed in order to attain poverty
reduction goals.

Stakeholder consultations;
workshops; assessments
of partners and dialogue
with them

sector assessments overview on sectors’ contribution to
the country’s poverty reduction
strategy

assessing sectoral constraints and
opportunities to attain the development
and poverty reduction goals in the
national poverty reduction strategy

analysis, consultations,
utlization of partner
sources

sector issue papers

thematic analysis
(gender, environment,
governance, capacity
development, private
sector, regional
cooperation)

assessment of constraints and
options for improving development
performance

assessing constraints and opportunities
for attaining the development and
poverty reduction goals under the
national poverty reduction strategy

analysis, consultations
(internal and external),
utlization of partner
sources

thematic
assessments

macroeconomic and
country poverty
analysis

will determine country priorities for
ADB assistance for effective systemic
poverty reduction
will determine country priorities for

poverty reduction and
social analysis; participatory
consultations; relies
largelyon secondary data
and literature review; in
some cases economic
modelling with the goal of
poverty reduction

ADB assistance to achieve poverty
reduction and MDG achievement targets
under the national poverty reduction
strategy. Basic elements of the CPS
results framework should begin to be
conceptualized at this stage

Country Poverty
Analysis (CPA) and
Macroeconomic
Assessment

develop a CPS results
framework

Results framework should demonstrate
how ADB is supporting the national
poverty reduction goals and outcomes.

results framework

priority sectors analysis
and sector road maps

For priority sectors, in-depth
assessments are to be conducted to
examine specific constraints in DMC
sector development plans, their
causes, and opportunities.

Based on an assessment of constraints and
opportunities, identify sector issues that will
contribute to overall CPS outcomes for
poverty reduction.  Specific thematic issues
will be integrated into sector diagnostics.

indepth sector
analysis and
roadmaps

Draft CPDraft CPDraft CPDraft CPDraft CPSSSSS Analysis of the issues
identified in the CPS
initiating paper;
consultations with DMC
stakeholders including the
private sector and civil
society and other
development partners.

The CPS formulation mission agrees
with the DMC government on medium-
term goals, intended CPS outcomes and
planned key outputs, the selection of
sectors and thematic areas, geographical
focus, results framework and monitoring
indicators, sector roadmaps, cost sharing
arrangements and other financing
parameters, and indicative business
operations plan for the first 3 years of
the CPS; confirms any cofinancing
arrangements; and concludes with a
memorandum of understanding (MOU)
with the DMC.

highlight how the overall strategy and
program in partnership with other
development partners is going to achieve
the poverty reduction and MDG
achievement goals and targets.

Draft CPS

CPCPCPCPCPS PS PS PS PS Paper for Boardaper for Boardaper for Boardaper for Boardaper for Board
DiscussionDiscussionDiscussionDiscussionDiscussion

Final CPS (including
confirmed results
framework, M&E
arrangements, and 3-
year business plan)

CPCPCPCPCPS Mid-term ReviewS Mid-term ReviewS Mid-term ReviewS Mid-term ReviewS Mid-term Review
(monitoring, evaluation(monitoring, evaluation(monitoring, evaluation(monitoring, evaluation(monitoring, evaluation
and revision)and revision)and revision)and revision)and revision)

ADB may undertake biennial
retrospective stocktaking of CPSs
prepared and approved over a
respective review period to examine
quality at entry and provide practical
lessons to the CPS preparation process.

review relevance of ADB priorities in CPS
for poverty reduction and assess
contributions to the country’s changing
poverty reduction priorities

consultations, monitoring
and evaluation process;
assessment of poverty
reduction relevance

CPS Mid Term
Review

CPCPCPCPCPS CompletionS CompletionS CompletionS CompletionS Completion CPS Completion
Report
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reduction. A summary of the local consultation process used to develop the Nepal CSP is provided
in Box 4.1.

BOX 4.1: LOCAL CONSULTATIONS UNDERPIN PRIORITY SETTING
IN THE NEPAL COUNTRY STRATEGY AND PROGRAM

By engaging in and using the results of extensive consultations, the Nepal CSP is a substantially different document
from the traditional CSP. It reflects the hard-won knowledge of local groups and designs programs that link goals with
specific and measurable desired results. In preparing the CSP, ADB organized consultations in five districts in December
2003, as well as a consultation with women representing ethnic groups from the eastern region. The first step in the
process was to identify the stakeholders, with the goal not to maximize the number of participants, but, to optimize
the quality. A total of 119 representatives participated in the regional workshops, including women’s groups, ethnic
groups, and dalit organizations (considered the lowest in the caste hierarchy), trade unions, bar associations, municipal
leaders, nongovernment organizations, press unions, local government, the private sector, and the Ministry of Finance.
This diverse array of stakeholders set the agenda, while ADB only organized and listened.

Although the needs of the regions differed, the issues raised were similar. Regional stakeholders identified the
poor security situation and political instability as the main constraints to implementing development activities. Traditional
farming; inadequate skills; lack of access to electricity, microfinance, and roads; and social exclusion were also
identified as impediments to sustainable development. Stakeholders in the mid- and far-western regions—where
conflict has been most acute—identified lack of employment as the main factor behind the conflict. However, they
felt that development can proceed even amid conflict if the right approach—such as implementing programs that
either ensure local participation or are demanded by local organizations elected bodies—is taken. Insights from the
consultations varied from the general to the specific. Looking at water-resource projects, for example, stakeholders
complained that some water projects had not been completed even after years of implementation. They called on
ADB and others to monitor water projects closely, and called unanimously for comprehensive project reviews.

Source: ADB. 2004. Voices from the Field: Nepal Country Strategy and Program through People’s Participation. Manila.

D.D.D.D.D. FFFFFocusing to Maximize Pocusing to Maximize Pocusing to Maximize Pocusing to Maximize Pocusing to Maximize Poveroveroveroveroverty Reduction Impactty Reduction Impactty Reduction Impactty Reduction Impactty Reduction Impact
In the 1980s and 1990s, ADB interventions were designed to address several different goals in
many sectors and subsectors of the economy because poverty reduction was one of several
ADB corporate goals, as opposed to being the overarching goal of ADB. As ADB evolved from
being a project bank to a full-fledged development finance institution, it tried to be as responsive
as possible to the requests of member governments to provide assistance through several
modalities to a large number of sectors, subsectors and regions of some countries.

There is ample evidence that sustained engagement in a sector (or subsector) with a
combination of support for essential public investments, institutional capacity, and an enabling
policy environment is needed to generate meaningful results. However, faced with limited financial
and human resources, the dispersion of ADB assistance over a large number of sectors, subsectors,
institutions, and regions has meant that it is difficult to achieve the critical mass required in key
areas to make a meaningful contribution to the government’s poverty reduction effort. In many
DMCs, one of the challenges of the CPS process is to focus the assistance effort in those areas
where ADB can assist the government make a meaningful impact.
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The CPS will need to position ADB’s assistance to ensure that it makes a meaningful
contribution to the national poverty reduction effort. Country positioning is a measure of how
well ADB responded to (or even anticipated) the evolving development challenges and priorities
of government, built on the organization’s comparative advantage, and designed the CPSs in a
manner that took into consideration the support available from other development partners. In
assessing sectors and thematic areas for future focus, the following questions should be addressed:

• In which sectors or subsectors has ADB assistance been effective and efficient in
contributing to poverty reduction? What have been the main factors contributing to
intervention success? Conversely, in which areas has ADB assistance been less successful
than planned, and what are the main reasons for this?

• What are the main lessons learned from past assistance?

• Are there opportunities to build on and scale up past interventions that have a proven
track record in efficiently and effectively contributing to poverty reduction?

To answer these questions, the CPS will build on a comprehensive assessment of ADB’s
past contribution to poverty reduction. This will draw on the findings of the CPA, the CPS completion
report, self- and independent evaluations of projects, and technical assistance, the findings of
the most recent OED Country Assistance Program Evaluation (CAPE) or post evaluation of the
CPS (if available), and the conclusions of the portfolio review missions. Interviews with key
project stakeholders will also be used to draw lessons regarding the efficacy, effectiveness and
efficiency of ADB operations. Added to this will be (i) government’s guidance on where ADB
should assist; (ii) activities of other donors, and (iii) an assessment of ADB’s internal capacity
and expertise to arrive at the final selection.

Other development partners, private sector, civil society organizations, community groups,
and the government are bound to have core competencies and experiences that are different
from, and complementary to, ADB’s assistance. In many areas, the assistance needs of the
government may be adequately served by one or more partner organizations. In those sectors,
ADB assistance could be most productive by supporting those partnerships, through cofinancing,
participation in coordination working groups, policy dialogue, and the contribution of new
knowledge from the region regarding developments in that area. The extent to which ADB was
able to forge productive relationships with other development partners will have an important
influence on the degree to which ADB is able to focus its assistance to achieve development
results in a particular sector. For example, the Bhutan CSP focused ADB’s assistance in transport,
power, urban development, and financial sector/private sector development (Box 3.6). This was
based on the recognition that ADB had a strong performance record in these sectors/thematic
areas; that there were binding constraints to poverty reduction in each area; and that there was,
and would continue to be, sufficient development assistance from other partners in agriculture
and rural development, and in the social sectors, to justify ADB’s withdrawal from direct lending
to those sectors.
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E.E.E.E.E. Building PBuilding PBuilding PBuilding PBuilding Pararararartnerships to Achieve Mtnerships to Achieve Mtnerships to Achieve Mtnerships to Achieve Mtnerships to Achieve MDGsDGsDGsDGsDGs
and National Goalsand National Goalsand National Goalsand National Goalsand National Goals

The CPS process provides an opportunity to forge productive relationships with other development
partners within the wider framework of development cooperation in the country. During this
process, ADB takes stock of the external finance situation and identifies ways of improving the
mobilization and utilization of external assistance for poverty reduction. This assessment should
answer the following questions:

• What is the medium-term financing gap, and does the Government have adequate
capacity to borrow, externally and domestically, to meet its poverty reduction
requirements?

• To what sectors and subsectors are the other development partners providing assistance?
How can ADB assistance best complement assistance provided in these areas?

• Are there sectors, subsectors or thematic areas that require additional external assistance,
beyond that which ADB and its partners are planning to provide if national goals and
MDGs are to be achieved? Can partners be encouraged to provide additional assistance
in those areas?

• Are existing aid coordination efforts effective? Are there opportunities to improve
government’s leadership of the aid mobilization and coordination effort?

TTTTThe Phe Phe Phe Phe Pararararartnership Matrixtnership Matrixtnership Matrixtnership Matrixtnership Matrix. ADB assistance should complement and be coherent with the assistance
that other development partners provide. The CPS includes a partnership matrix which summarizes
the main focus of ADB assistance vis-à-vis that provided by the other development partners. The
partnership matrix should build on the partnership arrangements identified in the sector and
thematic road maps (see section F) and from the consultations with development partners. The
partnership matrix should be presented for the key sectors in which ADB is focused, and should
be used to identify complementarity and coherence between ADB’s strategic focus and assistance
approach, and the strategies and approach being pursued by the other development partners.

The CPS should also review development coordination arrangements, suggest strategies
for improving the coherence of external assistance and the alignment of external assistance with
the NPRS, and promote greater use of national systems. Reducing transaction costs arising from
aid management on overburdened public sectors is an objective in many DMCs, and by
harmonizing procedures and the provision of assistance in key sectors, ADB can contribute to
reducing such costs. As part of the CPS preparation process, ADB will need to assess the extent
to which other partners are providing sufficient assistance to help contribute to the achievement
of the MDGs, especially in sectors that are not the focus of ADB operations. The discussion in
the CPS of development coordination should also assess the extent to which other partners are
complementing ADB assistance, particularly with respect to providing assistance to achieve the
MDGs. Where there appear to be major assistance “gaps” or serious absorption constraints in
other sectors where progress is essential for achieving the MDGs, these should be highlighted
and remedial measures suggested.
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FFFFF..... Sector StrategSector StrategSector StrategSector StrategSector Strategies and Road Maps: Ties and Road Maps: Ties and Road Maps: Ties and Road Maps: Ties and Road Maps: The Basiche Basiche Basiche Basiche Basic
Building Blocks to the Results FBuilding Blocks to the Results FBuilding Blocks to the Results FBuilding Blocks to the Results FBuilding Blocks to the Results Frameworkrameworkrameworkrameworkramework

A key CPS building block is the sector/thematic assessments, strategies, and road maps..... These
assessments, strategies, and road maps provide the framework for identifying projects and
programs, the justification of which is based on their potential contribution to sector outputs and
outcomes that can contribute to easing binding constraints to poverty reduction.

The thematic assessments of governance, gender, the private sector, and environment
are a significant source of information and guidance for the CPS. These involve (i) a detailed
assessment of current performance, (ii) a discussion of key thematic issues, (iii) a review of
public policies and their impact on thematic performance, (iv) an assessment of the government’s
strategy to improve thematic performance, (v) a discussion of ADB experience and activities of
other partners, and (vi) recommendations for ADB’s future strategic and programmatic response
to key issues in the thematic areas. In some cases, analytical work prepared by other development
partners, if of a sufficiently high quality and reasonably complete, can substitute for the preparation
of thematic studies by ADB. In those cases in which ADB and other partners  prepare joint CPSs,
the economic and sector work from each partner is made available and drawn on to inform the
preparation of each respective country strategies. Increasingly, more emphasis is to be placed on
incorporating these thematic elements in the CPA. Individual thematic assessment will then be
undertaken if the CPA identifies the need to improve the knowledge base in any of these areas.

Sector strategies and road maps are vital building blocks of the CPS and are prepared only
for those priority sectors where ADB assistance has been programmed. These are to be undertaken
routinely in the sectors in which ADB is engaged and kept updated. For the CPS, a sector strategy
and road map draws on ADB’s own assessments, as well as on the sector plans, policies, and
strategies that the government and ADB’s development partners adopted. These include (i) a
brief review of sector performance, (ii) key issues affecting sector performance, (iii) the
Government’s sector development strategy, (iv) ADB’s involvement in the sector, (v) activities of
other development partners, (vi) ADB’s strategy for the next 5 years,  and (vii) implementation
and monitoring issues. In drafting sector strategies, the key challenge is to envisage ways in
which the sector can be improved to contribute to poverty reduction, as opposed to developing
the sector as a goal unto itself. For example, a national road network could be developed as an
end unto itself. It could also be developed in ways that serve to connect poor and isolated
communities to the market economy. The sector strategies and road maps should answer the
following questions:

• What are the key sector and subsector challenges and constraints to progress?

• What strategies has the government pursued to foster development in the sector/
subsector, and what future strategies are planned? How do these strategies relate to
Government’s poverty reduction goals and objectives?

• What outcomes/targets the government established? Are they realistic?

• What has been ADB’s experience in the sector/subsector, and what are the major lessons?

• What is the extent of involvement of the government and other development partners
in the sector/subsector?

• What strategies will ADB pursue to contribute to poverty reduction in the sector/
subsector?
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• Are there any issues related to implementation and monitoring of future sector/subsector
interventions that require special attention?

Sector strategies also include a summary road map. The road map should include a set of
key sector performance indicators; a summary of sector development issues; and an identification
of ADB’s, the government’s, and other development partner’s programmatic responses to these
key issues. The information collected on the programs of the government and other development
partners should also help in providing inputs to the partnership matrix in the CPS. The sector road
map should specify both the sector-outcomes that ADB will contribute to during the next 5-year
period and during the period in which the new CPS activities are likely to contribute to development
results. Results during the next CPS period will primarily reflect the influence of the ongoing
portfolio of lending and nonlending assistance, whereby the activities initiated during the new
CPS will likely effect outcomes with a gap of several years. Moreover, since sector impacts generally
have a long gestation period, these outcomes will be tracked to assess the extent to which ADB
assistance remains on-track to assist the government meet sector development goals and objectives.

G.G.G.G.G. Defining a PDefining a PDefining a PDefining a PDefining a Poveroveroveroveroverty-focused CPty-focused CPty-focused CPty-focused CPty-focused CPS Results FS Results FS Results FS Results FS Results Frameworkrameworkrameworkrameworkramework
TTTTThe results frameworkhe results frameworkhe results frameworkhe results frameworkhe results framework is a planning and management tool that defines the links between
strategic development goals, outcomes that are directly influenced by ADB’s program, key results
that are necessary to reach those outcomes, and the mix of ADB support (program/project,
policy dialogue, and partnerships). It defines the linkages between ADB sector and thematic
assistance (as specified in the sector and thematic strategies and road maps) and the poverty
reduction outcomes and impacts of the NPRS to which ADB contributes. The results framework
serves as a bridge between the goals, strategies, and objectives for ADB assistance identified in
the CPA, on the one hand, and the strategic priorities and targets of the NPRS on the other. The
CPS results framework captures and consolidates ADB’s planned interventions and describes
how these will contribute to the monitorable development results identified in the NPRS/PRPS.
The results framework then becomes a device for monitoring the agreed contribution of ADB to
the achievement of a prioritized subset of NPRS goals and objectives.

The results framework is designed to be used as a planning and management tool for the
country program level, based on clearly posited relationships between ADB inputs and country
outputs, outcomes, and impacts. It starts with the country outcomes and impacts that ADB seeks
to influence, as well as the presumed linkages between these results and the program supported
by ADB instruments. By working back from the country outcomes and impacts to the ADB
instruments, the construction and utilization of the framework can also help sharpen the selectivity
of ADB interventions, by transparently setting out the underlying thinking behind the selection,
based on ADB’s comparative advantage, track record in the particular area, and availability of
support provided by other partners.

The results framework should help answer the following questions:

• To what MDG and national goals will ADB assistance help contribute?

• What are the strategic outcomes and impacts that are expected to result from ADB’s
assistance, combined with the efforts of other development stakeholders?
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• What indicators will be used to assess near to medium-term progress toward achieving
those results?

• What development interventions will ADB support to contribute to the achievement of
targeted results?

The results framework builds, in a bottom-up manner, on the sector and thematic road
maps. These are used to identify areas of future ADB assistance, likely sector outcomes and
outcome indicators which are used to monitor progress toward achieving sector results. Likewise,
it draws on the NPRS, in a top-down manner, to identify national poverty targets and MDG
commitments, and the key areas of focus of the government’s poverty reduction strategy.

The results framework can help sharpen the CPS program—especially its relevance. To
this end, the CPS’s results framework should be developed in tandem with the design of the
program, allowing for an iterative process between the two that takes into account practical
considerations and constraints such as the size of the program and the budgetary resources
required to implement it and that examines the trade-offs among possible ADB activities in
terms of their relative impact. Here critical issues are (i) the likelihood of successful country
action—including importantly through policy reforms; (ii) the possible availability of alternative
sources of support (for example from other donors) as a way to assess ADB’s comparative
advantage vis-à-vis its partners in providing a particular line of support; and (iii) the specific
implications of the lessons learned from past country and ADB implementation experience for
the design of the strategy and program, including the choice of instruments of support, both
lending and nonlending.

At the CPS design stage, use of the framework forces questioning of the strategy and
increased selectivity. During implementation, the framework is used for management purposes
to help the country and the team assess if implementation is on track and if not why not. The
results framework is not a tool to declare attribution and accountability. Rather, it is a tool to
improve strategy design, management decisions, and ultimately results on the ground. By clearly
setting out the intentions of the portfolio in support of government and the associated management
process over the period of implementation, future evaluations or accountability exercises can be
better informed.

In most cases, the results framework is designed to trace ADB assistance, at a sector and
thematic level, to the outcomes and impacts defined at the country level in the NPRS. In those
cases in which a CPS is prepared together with several development partners, it is useful to
include a results framework for all participating partners. As in the Bangladesh case, in addition
to easing transactions costs on the government, preparing a joint results framework by four
participating partners (ADB, World Bank, Japan Bank for International Cooperation, and Department
for International Development) provided a useful means of organizing the harmonization exercise,
helped foster greater sector selectivity, and resulted in greater synergies being fostered across
assistance programs.

The M&E system for the results-based CPS is embedded in the results framework, where
measurable indicators are specified. These indicators are not parallel to the government’s system
but are consistent with it. In some cases, deficiencies in the country system become evident
when attempting to define indicators to measure progress against outcomes. In several countries,
ADB and its partners provide assistance to the government to improve the reliability of baseline
indicators, to improve overall data quality, and to build the government’s M&E capacity. In countries,
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such as Viet Nam, Lao PDR, and Nepal, ADB has provided assistance to governments to improve
the results frameworks embedded in the national plans, and to build institutional capacity to
prepare and utilize results—frameworks for managing the implementation of the NPRS.46

H.H.H.H.H. CPCPCPCPCPS Quality AppraisalS Quality AppraisalS Quality AppraisalS Quality AppraisalS Quality Appraisal
The Review of ADB’s Poverty Reduction Strategy47 (PRS Review) approved by the Board in July
2004 envisages three sets of measures48 to be undertaken to improve the quality at entry of
CPSs:

(i) Greater regional department focus on analytical rigor and overall quality of country
assessments before finalizing the initiating paper, and introduction of a CPS results
framework;

(ii) Involvement of the Regional and Sustainable Development Department (RSDD) at the
initial stages to improve thematic and sector assessments and SPD involvement in
making CPSs more results-based; and

(iii) Introduction of a biennial stocktaking of CPSs and projects prepared over the previous
2-year period to examine if CPSs are progressively results-based and demonstrate
improvement in quality at entry.

Quality at EntryQuality at EntryQuality at EntryQuality at EntryQuality at Entry. Continuous learning and several internal quality control measures are to be
built into the new CPS preparation processes. A biennial review will assess the quality-at-entry of
the CPS undertaken by a task force which is a customized panel interacting with country teams.49

In reviewing a particular CPS, the task force ensures that panelists have appropriate skills and
experience, while at the same time avoiding actual or perceived conflict of interest. The CPS
assessment, estimated to run for about 2 weeks, will generally be through desk review and
discussions with country teams.

The first staff panel made an assessment of six CSPs  prepared in 2004 and 2005. It
adopted the following criteria:

• the soundness of the CSP preparation procedures;

• robustness of the poverty analysis and other country diagnostics including sector and
thematic assessments;

• identification of lessons from previous CSPs;

• assessment of consistency between country diagnostics and strategic focus areas of
the CSP and with past CSP assessments;

• alignment between the country’s development agenda and the strategic focus;

46 For guidance on social development outcomes and indicators to include in a results framework, see the forthcoming ADB Handbook
on Social Analysis.

47 ADB. 2004. Review of the Asian Development Bank’s Poverty Reduction Strategy, R95-04. June.
48 Paragraphs 96-98 and 103 (iii) of the Review of the Asian Development Bank’s Poverty Reduction Strategy.
49 The panel will typically have staff from RSDD (poverty analysis, sector and thematic issues), ERD (economic and financial analyses),

COSO (portfolio management, project implementation issues), SPD (results-based framework)53, and a representative from another
regional department that is not responsible for the operation under review.
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• assessment of selectivity in future country operations;

• extent to which the CSP has been made results-orientd and whether the performance
indicators have been defined, tracked, baselined and targeted; and

• assessment of the quality of risk assessment and its impact on CSP objectives.

CPCPCPCPCPS Completion ReporS Completion ReporS Completion ReporS Completion ReporS Completion Reportststststs. CPS completion reports are being pilot-tested in 2006 and are to be
introduced in 2007. These are prepared by operations staff prior to the preparation of a CPS
issues paper. The purpose of the completion report is to take stock of progress made in
implementing the ongoing CPS, and for the country team to draw lessons from that experience
for preparing the new CPS. Criteria and guidelines for the CPS completion reports are still being
developed, but these are anticipated to cover (i) progress made in achieving the goals and
objectives of the CPSs; (ii) factors affecting CPS implementation; (iii) identified good practices
for replication and scaling-up (and less-than-successful interventions for improvement or
avoidance); (iv) key lessons learned; (v) and recommendations for the next CPS. The CPS
completion reports will draw on available evaluation materials, and from consultations with the
country team, the Government, and other country stakeholders. A short completion report will
be attached to and distributed with the CPS initiating paper, and will be included as an appendix
to the CPS report.

Independent CPIndependent CPIndependent CPIndependent CPIndependent CPS EvaluationS EvaluationS EvaluationS EvaluationS Evaluation. The CPSs will continue to be independently post-evaluated by
the OED. The CAPEs of OED will assess the extent to which ADB assistance was relevant,
efficient, effective, sustainable, and contributed to desired outcomes and socioeconomic impacts.
In the future, the CAPEs will be able to draw on the results frameworks included in the CPSs as
a standard against which country performance can be assessed. Compared to the CPS completion
report, the CAPE (or the future CPS evaluation report) will provide a more comprehensive
assessment of ADB’s contribution to a DMC’s development results, since the outcomes and
impacts of external assistance tend to occur with a lag of some years and require careful evaluation
to isolate and attribute.
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A.A.A.A.A. Projects as Instruments for ContributingProjects as Instruments for ContributingProjects as Instruments for ContributingProjects as Instruments for ContributingProjects as Instruments for Contributing
to Country-level Outcomesto Country-level Outcomesto Country-level Outcomesto Country-level Outcomesto Country-level Outcomes

The results of the country programming process, culminating in the CPS paper, provide the
overarching framework for selecting and designing all lending and nonlending activities
within ADB’s project portfolio. This section of the handbook provides guidance and

suggestions for undertaking preparatory work during the pre-design and design phases of the
loan cycle.

The impact of the Asian Development Bank (ADB)’s poverty reduction efforts in a country
results from the effect of its overall operations through the implementation of the CPS. Individual
projects contribute to this overall outcome. All projects will need, therefore, to be justified within
the context of CPSs, and their outcomes will be closely aligned with CPS goals, objectives, and
monitoring results. Projects will be strategically linked to poverty reduction within the CPS and
the poverty impact of ADB assistance will be monitored and evaluated at a strategic level, in
terms of the three pillars—thematic- and sector-level results that ADB assistance contributes to.
Each lending or nonlending project will be linked to one or more country-level outcome indicators.
For example, a road project can seek to achieve the target for the road network under the pro-
poor growth pillar, while a health project can help meet the availability of the health service
target under the social development pillar.

Design and monitoring frameworks for individual lending or nonlending projects will
continue to include sector-level outcome indicators, targets, and monitoring mechanisms. Linkages
between project outputs and sector outcomes will be clearly shown in the sector road maps.
The CPS will collate these outcome indicators to demonstrate the overall contribution of the
country program to outcomes at the level of the pillars and thematic priorities. An illustrative
example of the manner in which projects will be linked to country level outcomes is shown in
Figure 5.1.

V. Poverty Reduction in  Projects
This chapter introduces the major changes brought about by the Enhanced Poverty Reduction Strategy

(EPRS) on project development. Projects must be linked more strongly to the poverty reduction

outcomes of country partnership strategies (CPSs). Changes in the project classification system have

been introduced to better address the objective of poverty reduction. The category of projects that

need detailed poverty analysis has been simplified. Where poverty analysis would be needed—such

as projects targeted at household or individual beneficiaries, and for program lending—the quality

of such analysis needs to be improved.
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B.B.B.B.B. Project ClassificationProject ClassificationProject ClassificationProject ClassificationProject Classification
TTTTThe poverhe poverhe poverhe poverhe poverty impact of ADB operations in a country will be assessed primarily at the level ofty impact of ADB operations in a country will be assessed primarily at the level ofty impact of ADB operations in a country will be assessed primarily at the level ofty impact of ADB operations in a country will be assessed primarily at the level ofty impact of ADB operations in a country will be assessed primarily at the level of
the country progthe country progthe country progthe country progthe country program through results-based CPram through results-based CPram through results-based CPram through results-based CPram through results-based CPSs, rather than at the level of individualSs, rather than at the level of individualSs, rather than at the level of individualSs, rather than at the level of individualSs, rather than at the level of individual
projectsprojectsprojectsprojectsprojects. Changes in the project classification system have been introduced50 to more appropriately
track ADB operations in terms of the EPRS framework. Apart from classification in terms of
sectors and themes, all projects will be also classified as either targeted interventions (TIs) or
general interventions (GIs). There is no longer any institution-wide lending target for any category
of interventions, and the choice of the type of mix of projects that would most efficiently reduce
poverty would be based on country-specific considerations. Both GIs and TIs are important in
their own ways in reducing poverty—indirectly in the case of the former, directly in the case of
the latter. The type of each project in the program chosen is to be decided during CPS formulation,
to be determined according to the specific poverty reduction needs of the country.

General InterventionsGeneral InterventionsGeneral InterventionsGeneral InterventionsGeneral Interventions. General interventions refer to those interventions that reduce poverty in
an indirect manner. This would include interventions that generally improve the enabling
environment for pro-poor growth, social development, and good governance. This could involve
investments in economic and social infrastructure, institutional capacity building, and support for
policy and institutional reforms in key sectors and thematic areas. The Enhanced Poverty Reduction
Strategy (EPRS) of 2004 notes that “ADB’s main strengths lie in financing relatively large
investments with medium- or long-term impact and in conducting dialogue with governments to

Figure 5.1: Linking Projects to Country-level OutcomesFigure 5.1: Linking Projects to Country-level OutcomesFigure 5.1: Linking Projects to Country-level OutcomesFigure 5.1: Linking Projects to Country-level OutcomesFigure 5.1: Linking Projects to Country-level Outcomes

50 See Consolidated Staff Instructions Updating the Project Classification System. December 2004.
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support policy and institutional reforms that have a widespread, indirect impact (p. 5).” Investments
aimed at improving the operations of specific sectors, or at developing major infrastructure,
reforming the financial sector or the enabling environment for the private sector would typically
assist the process of poverty reduction in an indirect manner. There are a number of reasons
why ADB’s main strength is generally in providing assistance to poverty reduction indirectly,
through general interventions, including: i) as a multilateral institution, ADB has the competence,
neutrality, and assistance instruments required to engage and assist the government in reforming
sector policies and institutions while supporting sector investment programs; ii) ADB can provide
or mobilize sufficient financing to undertake major investments which other partners may not
have the resources to support; iii) ADB assistance can be used to scale up to the sector level
interventions which have been successfully piloted by other partners/stakeholders; and iv)
experience, particularly in East Asia, suggests that easing the general constraints to economic
growth and social development can play a powerful role in reducing poverty.

TTTTTargeted Interventions.argeted Interventions.argeted Interventions.argeted Interventions.argeted Interventions. Where the poor are “trapped” by geographical, cultural, or social
circumstances, targeted interventions may be required to ensure equal opportunities to overcome
those disadvantages and to participate in mainstream development. ADB projects will be classified
as targeted interventions if they focus on households, on sectors/subsectors directly supporting
achievement of the Millenium Development Goals (MDGs) relating to non-income poverty, or
on addressing key constraints to poverty reduction in specific geographic areas.

Household THousehold THousehold THousehold THousehold Targeted Interventionsargeted Interventionsargeted Interventionsargeted Interventionsargeted Interventions. ADB assistance is frequently targeted to reach large
concentrations of poor beneficiaries in subsectors such as rural development, rural water supply,
community development, microfinance, and social protection assistance. The rationales for
providing targeted assistance to poor beneficiaries/households are that: i) general interventions
working in an indirect manner may not be effective in addressing the specific problems causing
poverty and deprivations in poor households which may require targeted interventions tailored
to specifically address the causes of the deprivations; ii) targeted interventions can be designed
such that the poor are able to capture a larger share of project benefits than the nonpoor; iii) that
ADB can assist the government  target effectively and scale up techniques and proven approaches
to empower these target poor groups so that they can better participate in the development
process; (iv) facilitating participation of the poor in efforts to address site-specific constraints to
poverty reduction is an additional factor motivating the use of assistance approaches targeted to
site-specific groups of poor households/beneficiaries. It should be recognized, however, that it is
generally costly to target assistance effectively to poor households; that some leakage of assistance
benefits to the nonpoor will invariably occur; and that the need to tailor the design of such
projects to the diverse needs of poor beneficiaries is costly to design and supervise. For these
reasons, interventions targeted to poor households are often undertaken in partnership with
nongovernment organizations (NGOs) and community-based organizations that have the capacity
to facilitate participation and have a large presence in the field.

MMMMMDG TDG TDG TDG TDG Targeted Interventions.argeted Interventions.argeted Interventions.argeted Interventions.argeted Interventions. As noted in Chapter 1, progress in achieving the non-income
MDGs is lagging progress in reducing income poverty. ADB recognizes that an inclusive approach
to income growth and social development is required if poverty reduction were to be sustained
over the long-term. ADB assistance can be targeted to assist countries achieve their non-income
poverty reduction goals and targets. This is particularly important in those areas where countries
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are lagging behind their MDG commitments. ADB support for assistance in health, education,
gender empowerment, and environment are often tailored to assist the governments of developing
member countries (DMCs) address binding constraints to improvement in non-income living
standards. However, it is not only interventions in these sectors that can be deployed to address
constraints to non-income poverty. When, for example, remoteness is a key cause of poor health
and education outcomes, the appropriate MDG-targeted intervention might be in the area of
rural transport. When a lack of power facilities in the village is the main impediment to a successful
vaccination program, then the appropriate MDG targeted intervention would be in the area of
rural electrification. In other words, MDG targeting involves identifying and shaping the
intervention(s), possibly in several subsectors, that are needed to address critical constraints to
the achievement of MDG-related non-income poverty goals in nutrition, health, education, gender,
and environment.

GeogGeogGeogGeogGeographically Traphically Traphically Traphically Traphically Targeted Interventions.argeted Interventions.argeted Interventions.argeted Interventions.argeted Interventions. Development rarely proceeds uniformly, leaving many
geographical areas within countries undeveloped with high concentrations of the poor. The
developmental needs of these areas are often specific to them needing geographically focused
remedial interventions. In countries with significant heterogeneities, the use of geographic targeting
is particularly relevant given the diversity of poverty across regions. The interventions required by
each region will therefore vary, depending on physical conditions, quality of human capital, and
other endowments. Such interventions could often turn out to be the most cost-effective means
to address poverty. This has led to the increasing popularity of the geographical targeting approach
in identifying project areas for poverty reduction. Its strong appeal stems from its lower
administrative cost compared to other targeting methods and ease of implementation especially
in the face of limited information about individual and household characteristics. Geographical
targeting is often used in developing countries along with additional targeting criteria to increase
the chances of covering the poor. The criteria that need to be satisfied for geographic targeting is
that ADB assistance should be located in geographical areas with higher incidence of poverty
than the national average, and that such geographically targeted projects must also address
significantly the constraints responsible for the backwardness of the areas. Mere location of
projects in such areas will not be sufficient. There are different approaches to geographic targeting,
depending on the amount of information used. In most cases of geographical targeting, the
general aim is to identify a few indicators that are strongly correlated with poverty and could be
easily measured at low cost. The use of more indicators or categories may enable more precise
targeting, but this would entail higher administrative costs.

Projects will be classified as targeted interventions if they are targeted at the household,
geographic, or are aimed at contributing to the non-income MDGs, as follows:

Household (TI-H).Household (TI-H).Household (TI-H).Household (TI-H).Household (TI-H). The defining characteristic of such projects is their concern for benefi-
ciaries: the proportion of poor among project beneficiaries will be significantly larger
than their proportion in the overall population of the country, and in no case less
than 20%. The proportion of the poor defined to be benefiting from the project
should be made using the national, urban, or rural poverty lines as agreed with the
DMC.

GeogGeogGeogGeogGeographic (TI-raphic (TI-raphic (TI-raphic (TI-raphic (TI-G).G).G).G).G). Projects located in geographic areas with a significantly higher poverty
incidence than the national average and in line with the geographic emphasis in the
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NPRS or CPS will qualify for TI classification, irrespective of whether their impact on
poverty is direct or indirect. The project must, however, significantly address constraints
that are responsible for the poverty in the area. Mere location of the project in the
geographical area is not sufficient for the TI (G) classification.

MMMMMDG TI (M1DG TI (M1DG TI (M1DG TI (M1DG TI (M1–M7).–M7).–M7).–M7).–M7). Projects with a direct impact on the non-income dimensions of poverty
as represented in MDG 1 (Hunger Target) and MDGs 2–7 will qualify under this
classification when it is clearly demonstrated that the project is directly contributing
to one of the non-income MDG goals and targets. The main intended project results
should clearly specify the MDG goal, targets, and indicators to be used. The project
must address the binding constraints to the relevant MDG. Projects with M1-M7
classification that support MDGs in the short to medium term should include the
intended achievements in the outcome level of the project logframe, specifying the
MDG to be addressed, targets, and indicators.

C.C.C.C.C. TTTTThe Initial Phe Initial Phe Initial Phe Initial Phe Initial Poveroveroveroveroverty and Social Assessmentty and Social Assessmentty and Social Assessmentty and Social Assessmentty and Social Assessment
All public sector projects require an initial poverty and social assessment (IPSA).51 The IPSA
should clearly state whether the project is a general intervention or a targeted intervention. If the
latter, it should identify the nature of targeting proposed: H, G, or M and provide justification. If it
is a TI-H project then detailed poverty analysis will have to be undertaken in the project preparatory
technical assistance phase. Only those projects that are targeted toward households require a
full poverty and social analysis (PSA) during project design stage, although the other categories
of projects may require further social analysis  if there are indigenous persons, gender, relocation,
or other social issues identified at the IPSA stage and in line with the requirements set forth in
specific operations manual sections (OMs). Table 5.1 summarizes the revised requirements.
More detailed guidance on SA is contained in the (forthcoming) ADB Handbook on Social
Analysis, and in OMs C2, C3, F2, and F3.

51 Private Sector Projects may or may not require an IPSA depending on the nature of the project. See Staff Instructions Assessment
of the Impact of Programs Loans on Poverty. 28 March 1995.

TTTTTable 5.1: Project-specific Pable 5.1: Project-specific Pable 5.1: Project-specific Pable 5.1: Project-specific Pable 5.1: Project-specific Poveroveroveroveroverty Analysis Requirements by New Project Categoriesty Analysis Requirements by New Project Categoriesty Analysis Requirements by New Project Categoriesty Analysis Requirements by New Project Categoriesty Analysis Requirements by New Project Categories

Project Type Preparation Requirement

IPSA PSA SA*

Targeted Intervention – Household
Targeted Intervention – Geographic
Targeted Intervention – Non-income MDGs
General Intervention

Note: IPSA = initial poverty and social analysis; PSA = poverty and social analysis; SA = social analysis.

indicates that the corresponding analysis has to be carried out.
* Contingent on IPSA requirements and requirements of specific OMs.
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52 The forthcoming Handbook on Social Analysis provides guidance on the social development components of the IPSA form.

The IPSA should be undertaken as early as possible in project preparation, and preferably
at the time of fact-finding for a project preparatory technical assistance, to identify the key poverty
reduction and social development issues for in-depth analysis during the design phase. The IPSA
is a scoping exercise, aimed at identifying the key issues and detailed tasks, resource requirements,
time frame, and personnel required for the subsequent design phase. With respect to poverty
reduction, the IPSA should: flag poverty issues to be included in the terms of reference for the
design phase for targeted interventions; and confirm that the project has been identified as a
national priority in the CPS.

The IPSA is conducted primarily to determine the scope of the poverty and social issues
that may require special attention and need to be addressed during project preparation to maximize
poverty reduction and social development impact, and avoid or mitigate any negative effects of
the planned intervention. Information needed for the IPSA is normally gained from a range of
primary and secondary sources, typically including the CPA, the NPRS, sector work, previous
projects, government statistics, past surveys, implementing agencies, other funding agencies,
researchers, NGOs, and other stakeholder groups. Because secondary data are sometimes
patchy, unreliable, or biased, it is important to cross-check critical information with alternative,
knowledgeable informants and, in particular, through a sample of the project’s proposed clientele.
The poverty analysis portion of the IPSA will

(i) Validate that the proposed project relates to national priorities as identified in the CPA,
in the priorities identified in the CPS, and in the NPRS;

(ii) Describe the contribution of this project to achieving the poverty reduction objectives
set for the sector in the CPS;

(iii) Identify ways of improving the poverty reduction contribution of the project; and

(iv) Assess whether vulnerable groups will be worse off as a result of the project, and
assess the necessity for mitigating measures.

An example of the poverty sections of the IPSA for the 2005 Indonesia Rural Infrastructure
Support Project is provided for illustration in Box 5.1.

The IPSA is finalized during the technical assistance fact-finding mission in order to produce
an IPSA Report, including a brief poverty analysis. If the fact-finding mission validates that the
project is targeted toward poor beneficiaries or households, then the IPSA will identify what
detailed poverty analysis will be needed during the design phase. Only in this case, will the IPSA
include the terms of reference for all poverty analyses required during the design process, including
resource needs, expertise required, responsibilities, and time frame.

The IPSA of the technical assistance fact-finding mission is reported using a Summary
IPSA Report Form (see Table 5.2 ).52 This summary report confirms the links established between
the choice of sector or project and the identified priorities of the NPRS and the CPS.
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BOX 5.1: THE POVERTY SECTIONS OF THE IPSA: THE INDONESIA
RURAL INFRASTRUCTURE PROJECT

The following is a quotation from the IPSA for the Project:

“Regional disparities are both a cause and effect of poverty, contribute to social stability, and
impede nation building… The Medium-Term Development Plan 2005–2009 reserves a chapter for
reducing disproportionate development under the general heading of improving social welfare. This
chapter notes the welfare of these areas need greater government concern for their development.
These are areas with (i) limited access to transportation to connect them to more developed areas,
(ii) lacking in human and natural resources; (iii) have low and scattered populations, and (iv) have
not been given priority by regional government because they are not deemed as having revenue
generating potential. These are areas in an unequal race, lacking institutional infrastructure supporting
sustainable economic development, and undercovered by public services. Rural infrastructure, access
roads, fish landing sites, improved markets are all fundamental underpinnings for reducing rural
poverty. The Country Poverty Assessment and Poverty Partnership Agreement identify regional disparity
and inadequate rural infrastructure as key poverty reduction issues. …”

The IPSA goes on to categorize the project as a geographically targeted intervention, and
hence does not require further poverty analysis as part of project design, on the following grounds:”

The targeted districts belong to the category of districts designated by Government as
disadvantaged, are poor in terms of human and natural resources with limited access to economic
centers that could spur their development, and, thus, require additional attention by Government.
Their common attributes are high levels of poverty, low participation rates in school, low levels of
education in the working age population, high dependence on agriculture, and low access to safe
water. The proposed project provides essential village level infrastructure selected and developed
by the community from a closed menu of infrastructure. The closed menu ensures that the
infrastructure contributes to poverty reduction and achievement of MDG needs, the benefits are
widely captured, and local Public Works offices have the capacity to provide technical support. The
absence of village infrastructure is a strong correlate for poverty. A nonpoor household is 1.4 times
more likely to be living in a village accessible by road 12 months out of the year and 1.4 times more
likely to be living in a village with electricity. The participatory process ensures that within this closed
menu, priorities of both the men and women, and poor and nonpoor are met and a sense of
ownership is developed. The community as contractor approach further instils ownership and
transparency and provides opportunities for income generation in areas of high underemployment.”

Source: ADB. 2005. Initial Poverty and Social Assessment: Indonesia: Rural Infrastructure Support Project.
Project Number 39597.
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D.D.D.D.D. PPPPPoveroveroveroveroverty Analysis for Tty Analysis for Tty Analysis for Tty Analysis for Tty Analysis for Targeted Interventionargeted Interventionargeted Interventionargeted Interventionargeted Intervention
(Household/Individual) Projects(Household/Individual) Projects(Household/Individual) Projects(Household/Individual) Projects(Household/Individual) Projects

1. Objectives of the PSA for Household-targeted Projects

Project loansProject loansProject loansProject loansProject loans normally consist of specific investments in determined areas. Only those projects
that target poor individuals or householdstarget poor individuals or householdstarget poor individuals or householdstarget poor individuals or householdstarget poor individuals or households require the preparation of a full PSA during project
design.53 The poverty analysis portion of the PSA can assist the team in determining the magnitude
and likely impact of a given project on the poor. As for IPSA, the scope and depth of the PSA vary
according to the loan objectives and the complexity of social issues. The poverty analysis portion
of the PSA can be a useful tool for comparing the potential poverty reduction impact of alternative
design options, enabling the project team to design strategies that will maximize the poverty
impact of the proposed intervention. A range of methodologies is available, including qualitative
and quantitative techniques, approaches to examine direct and indirect effects, distribution impacts,
and other analytical tools and practices.

Confirm project rationale and targeting approach.Confirm project rationale and targeting approach.Confirm project rationale and targeting approach.Confirm project rationale and targeting approach.Confirm project rationale and targeting approach. In the first instance, the poverty analysis in
the PSA is used to confirm the dimensions of poverty and vulnerability, and the expected direct
and/or indirect contribution of the project to poverty reduction, as identified in earlier programming
and project preparation stages. It identifies the target group—i.e. the people or beneficiary
households who are likely to be benefited by the project, either positively or negatively—and
validates the efficacy and efficiency of the approach used to target these groups. Barriers and
constraints, institutional weaknesses, absorptive capacity constraints, gender gaps, sustainability
issues, and other social and institutional risks are also identified.

TTTTTable 5.2 Initial Pable 5.2 Initial Pable 5.2 Initial Pable 5.2 Initial Pable 5.2 Initial Poveroveroveroveroverty and Social Analysisty and Social Analysisty and Social Analysisty and Social Analysisty and Social Analysis

A. Linkages to the Country Poverty Analysis, CPS, and National Poverty Reduction Strategy

Is the sector identified as a national priority in Yes Is the sector identified as a priority for Yes
NPRS and CPA? No ADB assistance in the CPS?   No

Contribution of the sector or subsector to reduce poverty in {name of developing member country}:

B. Poverty Analysis Targeted/General (if Targeted, in which way)

What type of further poverty analysis is needed? (*)

* Note: This would only be required for projects that are classified as targeted interventions to poor households/individuals TI(H).

53 See the Handbook on Social Analysis for guidance on incorporating social dimensions in the design of targeted intervention
projects.
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Make appropriate design choices.Make appropriate design choices.Make appropriate design choices.Make appropriate design choices.Make appropriate design choices. Recognizing risks and their human and financial costs often
can be a powerful factor in shaping an effective project design. The poverty analysis in the PSA
helps identify measures that will contribute to maximizing the poverty reduction outcomes of
the targeted intervention and to shaping those measures that will turn risks into opportunities. By
identifying poverty reduction risks, opportunities, and constraints, an in-depth poverty analysis in
the PSA allows some prediction of likely outcomes for different groups. It also helps establish an
effective participatory process and prepare specific design measures for achieving poverty reduction
outcomes during project implementation. The poverty analysis provides a useful tool for examining
project alternatives that will support poverty reduction objectives in any of the following ways:

• Extend opportunities for the poor and excluded to benefit from the project;

• Facilitate empowerment, overcome barriers, and increase ownership by the poor; and

• Reduce risk and increase security for poor and excluded groups.

2. Key Steps

VVVVValidating the Talidating the Talidating the Talidating the Talidating the Targeting Approach.argeting Approach.argeting Approach.argeting Approach.argeting Approach. One of the main functions of project-specific poverty analysis
is to validate the technique used for targeting poor beneficiaries or households. Strict targeting
involves expense, requires administrative capacity to implement, and may face political resistance.54

Four main targeting methods are available:

Categorical targeting:Categorical targeting:Categorical targeting:Categorical targeting:Categorical targeting: Benefits are provided to a specific population group, such as mothers,
children, or communities in a specific geographical area. This is the easiest targeting
method, but leakage to the nonpoor is normally large.

Means testing:Means testing:Means testing:Means testing:Means testing: Means-tested targeted programs provide benefits to individual households
under certain criteria (e.g., households below a certain income level). Means testing
is more accurate in targeting poverty, but it has larger transactions costs.

Proxy means testing:Proxy means testing:Proxy means testing:Proxy means testing:Proxy means testing: This is a subset of means testing in which targeting is done through
other (easy to collect) indicators or proxies of the level of income/poverty of
beneficiaries. For instance, give discretion to local government or to community
groups since they know who is in need. Proxy means testing is less expensive and
also less accurate than means testing. Other examples of proxies could include
landlessness, a high number of squatters, predominance of scheduled castes, poor
quality urban dwellings, and absence of basic services such as potable water and an
accessible primary school.

Self-selection:Self-selection:Self-selection:Self-selection:Self-selection: Self-selection avoids moral hazard by imposing disincentives on program
participants, either because the benefits are too low or because there is some social
stigma associated with them (i.e., food-for-work programs or public works, as normally
only those truly in need would accept them).

54 See Coady, David, Margaret Grosh, and John Hoddinott. 2004. Targeting of Transfers in Developing Countries: Review of Lessons
and Experience. Washington DC: The World Bank.
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BOX 5.2: HEAD-COUNT APPROACH IN LAO PDR
NORTHERN COMMUNITY-MANAGED IRRIGATION SECTOR PROJECT

The Project made use of a head-count approach drawing on both a national expenditure survey to
identify poor provinces, and a small-sample beneficiary survey to identify districts with a
disproportionate share of poor households. The beneficiary survey used selected household
characteristics (family size, literacy, access to land that could potentially be irrigated, and access to
services) and reported rice adequacy as proxies for poverty status. The project’s poverty targeting
was refined though a detailed poverty analysis and is described in the report and recommendation
of the President as follows:

“Of an estimated population of 5.5 million in the Lao People’s Democratic Republic
(Lao PDR), about 30% live below the poverty line. This is defined as being where a person
cannot access the equivalent of 2,100 calories in foodstuffs or the equivalent of KN142,500
per month or less than $0.50 per day. The Lao PDR defines this as the food poverty line.
The Lao PDR also differentiates between average poverty lines for urban and rural areas
and between different regions. The per capita per month poverty line is upward of 30%
higher in Vientiane than in the rural areas of the Lao PDR. The poorest province in the
project area is the northern province of Huaphanh (74.6%), followed by Xaysomboun
Special Region (55%), Luang Prabang (49.4%), Xiengkhuang (34.9%) and Xayabury
(21.2%) living below the poverty line. For the project area as a whole, an estimated 45%
of the population lives in poverty. If the urban population is excluded in these provinces,
over half the rural population is living in poverty. The project area also contains some of the
severest forms of poverty (ultra-poor) in the Lao PDR. Huaphanh has the most severe form
of poverty (11.3% of people) followed by Xaysomboun Special Region (7.1%), and Luang
Prabang (4.7%). The regional percentage at 6.8% is the highest in the Lao PDR (4%). For
the selected districts in the project area, the incidence of poverty ranges from 88% in
Sobbao to 13.6% in Thong Mixay.

Rice-deficit months have been used as one of the key quantitative indices to assess
the extent of poverty in the project area. Of the different ethnic groups where over 80% of
households are classified as poor, it is more likely that lowland Lao and Hmong experience
some form of rice shortage. However, in all other villages where over 20% of households
are living in poverty, these villages are likely to be where the Khmou are found in the
majority. The Khmou nationally have an average rice sufficiency of 5.9 months compared
to the Hmong of 8.1 months and the lowland Lao of 9 months. In the project area, the
variation will occur on a village-by-village basis dependent on what access to land suitable
for irrigation that the different ethnic groups have access to.

Household food insecurity needs to be measured not simply by lack of rice, but days on
which households or specific members of households (e.g., mothers going without food to feed
young children) state they actually experience hunger. There may or may not be food deficits on an
occasional basis, but there is nowhere in the project area where people will go without food.
Households will make up for the shortfall in agricultural production—irrespective of their ethnic
background—by using forest resources for subsistence and income generation. Bamboo shoots,
frogs, fish, and red-ant eggs are all examples of edible foodstuffs that are gathered from the forest
to make up this deficit (p.33).”

Source: ADB. 2004. Northern Community-managed Irrigation Sector Development Program. RRP: LAO 34188. June.
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The following factors may be considered in identifying targeting options.

• Are the poverty characteristics of the target group well defined and distinct from the
nonpoor?

• Are proposed targeting characteristics easily and cheaply identifiable?

• Are there self-targeting options, such as daily labor or basic levels of service provision?

• Are there goods or services that are primarily consumed by the poor?

• Is underemployment, or seasonality of employment, a key poverty characteristic?

• Are differences in the poverty level of different groups large enough to justify a targeting
mechanism that would distinguish between them?

• Do existing public services fail to reach the poor for reasons of defective governance or
social/physical exclusion and, if so, will the proposed targeting mechanisms fail for
similar reasons?

In some instances, it is possible to verify that a project is targeted to poor beneficiaries by
drawing on secondary surveys that distinguish the poverty characteristics of the group that will
be assisted by an ADB project from the general population. The use of secondary surveys is
generally warranted in cases in which projects assist a large number of poor households in many
parts of a country. The Indonesia Decentralized Basic Education project is an example of a project
that used school assistance programs as a means of targeting poor households (Box 5.3).

The head-count approach is the most common way of validating the targeting approach.
Its application is most appropriate for projects that are designed to create outputs captured
directly by, or directly targeted to, well-identified groups of poor households. This approach is
relevant for projects which deliver inputs and immediate group-specific outputs to large numbers
of the poor within the jurisdiction of a project (see Box 5.3). Collecting data on the poverty status
of expected project beneficiaries prior to and after the project is important for establishing a valid
baseline and counterfactual for M&E purposes. Its emphasis on the specified categories of poor,
and the immediate benefits that would accrue to them, is especially relevant in DMCs where the
provision of basic services is one of the preconditions for enabling economic growth and
development. Loans that provide assistance toward provision of basic services are obvious
candidates for this category. These investments could be in areas such as child nutrition, drinking
water, primary health including HIV/AIDS, basic education, low-income housing, agricultural and
horticultural production, rural development including infrastructure (e.g., minor irrigation and
rural roads), slum upgrading, habitat improvement programs, urban sanitation and drainage,
drought relief and flood control, employment promotion, and training opportunities. In all these
areas, targeting is direct and can be documented relatively easily.

The main steps in the head-count approach are as follows:

• Confirm the prevailing, nationally agreed poverty line(s) and national poverty prevalence;

• Select sample groups of expected project beneficiaries;

• Draw on existing surveys and already existing secondary sources of data and analysis to
assess the proportion of the poor among the total project beneficiaries. Only in exceptional
cases should it be necessary to survey a sample group of expected beneficiaries. Such
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BOX 5.3: TARGETING ASSISTANCE TO POOR BENEFICIARIES:
LOAN 1863-INO: DECENTRALIZED BASIC EDUCATION

Indonesia’s Decentralized Basic Education project was aimed at improving poor children’s enrollment, completion
and learning outcomes in 21 districts in DKI Jakarta, Bali, and Nusa Tenggara Barat (NTB) while supporting
decentralization of basic education management in the context of the administrative decentralization being-affected
in Indonesia. The Project directly targets poor families, and it is expected to benefit 1.26 million primary and secondary
schoolchildren, of whom 896,000 (71% of the total beneficiaries) are from families living below the poverty line.

Targeting was to be implemented through a two-step process based on area targeting and local knowledge
about the school and their clientele, with allocations of funds to districts based on the incidence and depth of poverty.....
Within the three project provinces, allocation to districts was done based on the incidence and depth of poverty.
Districts with a relatively high concentration of the poor will receive a high level and proportion of the school development
fund as well as the district education development fund. Districts with a lower concentration of poverty will receive
scholarship funds using appropriate criteria to target individual poor students. Within the districts, funds will be allocated
to subdistricts based on a ranking of subdistrict welfare indicators. Primary and junior secondary schools will be targeted
by different criteria to take into account local variables such as application-to-enrollment rates, low average scores on
final exams, physical school condition, dropout rates and local knowledge based on survey feedback.

The project relied on existing survey data (i.e. the 1999 Socio-Economic Survey) to document the characteristics
of the beneficiary groups in the three project provinces. According to the results of this survey, some 18% of the total
population and 32% of the rural population were found to be poor. From the same survey, it was determined that
poverty prevalence of families with children in schools receiving district education development funds (DEDF) and
school development funds (SDF) support was 72%, which is well above the national average and far above the
poverty prevalence in each of the three selected project provinces. This data was drawn directly from household
expenditure and access to services information recorded in the household consumption survey (i.e. SUSENAS
survey). Using the SUSENAS survey, an estimate was made of the expected number of beneficiaries in each of the
three project provinces, and of the proportion of these beneficiaries that would, on the basis of the SUSENAS
estimates, likely come from families with total expenditures below the national poverty line. From this, it was confirmed
that the project would target children from families that were disproportionately likely to be poor.

Decentralized Basic Education: Estimated Project Beneficiaries

Indicator DKI Jakarta Bali NTB Total/Average

Population aged 4–15 years 1,931,044 637,447 1,138,918 3,707,409
Children 4–15 years below the poverty line 96,034 74,294 466,083 636,411
Percentage of children 4–15 years below the poverty line 5.81 10.83 41.18 19.27
Primary students at SDF schools 91,573 43,952 288,772 424,296
Junior secondary students at SDF schools 51,726 56,412 187,300 295,438
Beneficiary children
SDF and DEDF beneficiaries 243,580 156.971 855,549 1,256,097
Poor primary SDF beneficiaries 168,211 64,360 479,223 709,794
Poor junior secondary school SDF beneficiaries 16,503 26,345 119,124 161,972
Poor DEDF beneficiaries 6,177 7,046 57,764 70,987
Poor SDF and DEDF beneficiaries 138,834 101,304 656,142 896,280

Percent poor to the total beneficiaries 58.00 63.33 76.57 72.25

DEDF = district education development fund; SDF = school development fund.

Source: SUSENAS 1999, as cited in the Project RRP.
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surveys should include, among other indicators, measures of household consumption
and expenditures (or income);

• Calculate the proportion of expected project beneficiaries that would fall below the
poverty line;

• Identify the main poverty reduction outputs arising from the project and describe the
link between these outputs and poverty reduction for the expected beneficiary group.

Benefit incidence analysisBenefit incidence analysisBenefit incidence analysisBenefit incidence analysisBenefit incidence analysis is a tool that can be used in the PSA for assessing the level of
effective demand among different income groups for goods or services that are supplied on a
partly or wholly subsidized basis (Table 5.3).55 It shows who benefits from public services and
describes how government spending affects the welfare of different groups of people. This type
of analysis combines the cost of providing public services with information on their use to
generate distributions of the benefit of government spending. The technique is most commonly
applied to analysis of health and education services to determine the extent to which lower-
income groups are utilizing them. It involves comparing the amount of public spending on the
particular service in a given area by income group—based on a breakdown of users or students
by quintile or decile—averaged out across the total population of each group. The resulting
average levels of spending per income group indicate the degree to which higher-income groups
may be getting a significantly greater share of public spending on the service (proxy for benefits)
per head.

55 Other tools that can be used in the PSA include distribution analysis and poverty impact analysis. Guidelines for these can be found
in ADB. 2001. Handbook for Integrating Poverty Impact Assessment in the Economic Analysis of Projects. Manila. Experience to
date with distribution and poverty impact analysis is mixed, due to considerable differences in the way the methodology has been
interpreted and applied. For a review of ADB experience in applying distribution and poverty impact analysis, see Franklin D. De
Guzman. 2005. Assessing the Use of Project Distribution and Poverty Impact Analysis at the Asian Development Bank. ERD
Technical Series Note No.13. Manila.

TTTTTable 5.3. Data Collection Fable 5.3. Data Collection Fable 5.3. Data Collection Fable 5.3. Data Collection Fable 5.3. Data Collection Format for Benefit Incidence Analysis: Primary Educationormat for Benefit Incidence Analysis: Primary Educationormat for Benefit Incidence Analysis: Primary Educationormat for Benefit Incidence Analysis: Primary Educationormat for Benefit Incidence Analysis: Primary Education

Indicator

Recurrent Expenditure (Total)
Enrollments (‘000)
Expenditure per Student
Expenditure per Head of Population (Total)
Expenditure per Head of Population (Lowest Quintile)
Expenditure per Head of Population (Highest Quintile)
Share of Relevant Age Group in Lowest Quintile’s Total Population (%)
Share of Relevant Age Group in Highest Quintile’s Total Population (%)
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E.E.E.E.E. PPPPPoveroveroveroveroverty Analysis for Progty Analysis for Progty Analysis for Progty Analysis for Progty Analysis for Program Loansram Loansram Loansram Loansram Loans56

PPPPPolicy-based loansolicy-based loansolicy-based loansolicy-based loansolicy-based loans are designed to play a catalytic role in reducing poverty by fostering an
enabling institutional and policy environment that improves the efficiency within which scarce
resources are used, widens access to resources, enhances the operation of markets, and improves
macroeconomic balances. Such projects are expected to convey substantial benefits to both the
poor and the nonpoor that are difficult to quantify with any precision, given the myriad channels
through which policy and institutional reform may impact on the real economy.

ADB requires that all program loans be subjected to a specific poverty analysis during the
design phase. The purpose of the poverty analysis is to analyze the likely poverty and social
impact of policy reforms supported by ADB program loans, screen out adverse effects as far as
possible, and ensure that in those cases where such effects are unavoidable, appropriate mitigation
measures are introduced. It is particularly important that a poverty analysis for program loans is
developed early in the design phase through a participatory process, and updated during the
design phase as further detailed information comes to hand. This should help in formulating
regulatory frameworks that contribute to poverty reduction, in ensuring that accessible and affordable
services for the poor and specific at-risk groups are provided, and, if necessary, in facilitating the
design of mitigation plans to compensate possible adverse impacts of the policy loan.

There are three main steps in analyzing the poverty implications of a poverty-based loan.
The first is to assess the nature and magnitude of impact on the poor of all reforms. The second
is to clarify the means and the probable strength of transmission of the direct and indirect means
by which these policy and institutional effects are likely to impact on the poor, and the key underlying
assumptions that are made in reaching such judgments. This involves an analysis of the impact of
policy and institutional change in terms of the five main transmission channels through which the
poor are likely affected, including (i) the demand for unskilled labor; (ii) net public transfers to the
poor; (iii) the prices of goods bought and sold by the poor; (iv) access to assets; and (v) access to
public goods and services. The third step involves identifying measures to mitigate possible adverse
effects of program-supported policy and institutional change on the poor and vulnerable.

The likely economic and institutional outcomes and impacts of an ADB program are
generally based on the economic and institutional feasibility that underpins the program. This
involves a description of what is expected to happen in the economy, the sector and/or the
project domain, if the project is implemented. In some cases this is based on a formal model
that relates policy and institutional change to socioeconomic outcomes. In most instances, it is
based on findings drawn from experiences in comparator countries.

Both qualitative and quantitative sources of information can be collected to distribute
these expected outcomes to the poor and nonpoor groups.57 Information on how the poor
may benefit from economy-wide, sector-wide, or project-domain specific information can be
collected from:

• existing secondary sources of information on participation by the poor in the economy,
in the labor market, in terms of their access to services, and with reference to specific
markets affected by project interventions;

56 See Staff Instructions of 28 March 1995: Assessment of the Impact of Program Loans on Poverty.
57 The forthcoming Handbook on Social Analysis provides guidance on analyzing and addressing social impacts of program loans.



POVERTY REDUCTION IN PROJECTS 79

• consensus estimates from experts knowledgeable about the participation of various
socioeconomic groups in the markets that are most likely to be effected by ADB project
reforms; and

• primary interview techniques, such as PRA (participatory rapid appraisals), focus groups
and beneficiary self-assessment, to reveal the probable extent and range of the
distribution of expected project benefits to the poor and nonpoor groups.

The poverty impact of a program loan should be summarized in a table (Table 5.4)
showing, for each major policy condition with significant impact on the poor. This should include:

• the impact of specific policies on the poor for each channel and category of effects;
distinguished by those effects that are likely to arise in the short-run and medium-run;

• an assessment of whether the net effect on the poor will be positive or negative, large
or small;

• a clear identification of the major groups that are likely to be affected, and measures
that are designed to mitigate adverse impacts or enhance positive impacts;

• a statement of the key assumptions underlying the table; and

• a brief narrative explaining and justifying the findings.

TTTTTable 5.4: Pable 5.4: Pable 5.4: Pable 5.4: Pable 5.4: Poveroveroveroveroverty Impact Assessment Matrixty Impact Assessment Matrixty Impact Assessment Matrixty Impact Assessment Matrixty Impact Assessment Matrix

Reform Summary
Channel of Effect Effect on the poor/other stakeholders

General Specific Direct Indirect Indirect Major Mitigation or
Short-run Short-run  medium-run  Groups Enhancement

Affected  Measures

Labor Market Formal
Informal

Prices - Output consumer
- Output supplier
- Input consumer
- Input supplier
- Other

Access for - Non-marketed
poor - Public Services
Access to Physical
Assets Financial

Human
Social
Natural

Transfers Private transfer
Public transfer

Net impact

Information Basis or Crucial Assumptions

Brief Narrative

Source: Richard Bolt, Manabu Fujimura, Franklin De Guzman, and John Weiss. 2002. Toward Better Practice in Policy-based Lending. Part 2. ADB
Economics and Research Department.
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An example of an assessment of the linkages between policy reforms supported under a
program loan to the education sector of Cambodia is provided in Box 5.4. The example illustrates
the manner in which a poverty impact assessment matrix can be used to define the linkages
between the program’s objectives and the manner in which public policy change is expected to
contribute to sector development and poverty reduction.

Ensuring that the poverty impacts of policy reforms supported under program loans are
adequately assessed and that suitable mitigating measures are devised is an essential component
of sound program lending. Absent such analysis, there is a risk that the costs of policy reform will
be disproportionately borne by those least able to anticipate or mitigate these risks. Moreover,
without such measures, the social consensus needed to ensure that policy reform moves ahead
could be compromised. A good example of a program loan that included an analysis of measures
to mitigate the adverse effects of policy reform on the poor was Indonesia’s 2005 Development
Policy Support Program (DPSP). The Program included assistance to the Government aimed at
mitigating the effects of a reduction in fuel subsidies. In 2005, the Government of Indonesia
cumulatively raised fuel prices by 165% to reduce fuel subsidies from $13 billion to $9 billion.
Under the DPSP, measures aimed at mitigating the impact of a fuel subsidy reduction on the
poor included the reorientation of fiscal savings toward higher social spending, increased block
and special purpose grant transfers to the regions, and a compensation program for fuel subsidy
reduction. The latter included: (i) unconditional cash transfers to 15.5 million poor households,
amounting to $10 per household/month; (ii) additional funding to schools (Rp6.3 trillion in
2005) to support the rehabilitation of dilapidated school buildings and to augment recurrent
expenditures; (iii) basic health care and health insurance (Rp3.9 trillion in 2005) to finance
upgrading of health care facilities and insurance schemes for the poor; (iv) and upgrading of
village infrastructure (Rp3.3 trillion in 2005) to support priority infrastructure development in
12,800 villages in 427 districts. Complementary technical assistance support was also provided
by ADB to assist the Government improve the targeting of its cash transfer program.

FFFFF..... TTTTThe Phe Phe Phe Phe Poveroveroveroveroverty Analysis Section of the Summaryty Analysis Section of the Summaryty Analysis Section of the Summaryty Analysis Section of the Summaryty Analysis Section of the Summary
PPPPPoveroveroveroveroverty Reduction and Social Strategty Reduction and Social Strategty Reduction and Social Strategty Reduction and Social Strategty Reduction and Social Strategy (SPy (SPy (SPy (SPy (SPRRRRRSS)SS)SS)SS)SS)

All reports and recommendations of the President must include the Summary Poverty Reduction
and Social Strategy (SPRSS) as a core appendix, including summaries of mitigation or any other
relevant action plans. In the case of projects that are targeted to households, like TI-H, the SPRSS
will summarize the detailed poverty analysis undertaken for the project. In this case, the SPRSS
will demonstrate the steps taken to address the issues identified in the original IPSA report, and
will summarize the poverty reduction measures or plans included in the project design. Wherever
possible, the distribution of project benefits will be described in the main SPRSS text.

In the case of all other projects, as there will not be a detailed poverty analysis conducted,
the poverty analysis section of the SPRSS will be very short and contain only a brief explanation
of how the project supports the CPS and thereby contributes to poverty reduction.58 The main
focus of the SPRSS in the case of general interventions and interventions that are targeted to
geographic regions and to contribute to the achievement of the non-income MDGs—is to describe

58 The forthcoming Handbook on Social Analysis provides further guidance on completing the social analysis sections of the SPRSS
form.
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BOX 5.4. KINGDOM OF CAMBODIA: EDUCATION SECTOR DEVELOPMENT
PROGRAM POVERTY ANALYSIS

A policy loan of $20 million was provided to the Government of Cambodia to support a reform program for the
education sector. The reform program was aimed at ensuring equitable access to education and improving the
quality and efficiency of education services by adopting a comprehensive sector policy framework that included
measures aimed at improving education allocations for the poor, rationalizing the service, decentralizing education
services, ensuring that quality inputs would be provided on a sustainable basis, providing special support for education
facilities in poor and remote areas, and institutional strengthening.

The poverty impact analysis noted that reform will benefit the poor in a number of ways. By increasing the
operational budget for the schools, this will reduce the need for informal payments by the parents, a major impediment
to participation in schooling by the poor. Increased provision of training materials, introduction of multigrade teaching,
and management decentralization are expected to boost school quality and responsiveness. These are factors central
to increasing expected returns on schooling for poor families. Policy reform also introduces a needs-based formula
for allocating funding for facilities improvement, the aim of which is to substantially boost the targeting of capital
investment in village schools in poor regions. Incorporating social concerns such as fertility reduction and AIDS
awareness into the education curriculum is also expected to have a long-term, indirect poverty reduction effect.
Planning processes will also be reformed to bolster the linkage between education availability, quality, relevance and
poverty reduction.

The Education Sector Program loan was divided into four main policy reform areas: Increased Resource
Allocation to Education, Increased Equitable Access to Education Services, Improved Quality and Efficiency of Education,
and Enhanced Management and De-concentration of Education Services. In each, the report and recommendation
of the President (RRP) provided a logical explanation as to why program improvements were relevant to the poor,
likely to be captured primarily by the poor, and likely to have a long-term impact on poverty reduction. The poverty
impact matrix was used to organize this information for each main reform area. Reproduced below is the matrix
(from Appendix 10 of the RRP) for one of the main reform areas.

Policy Area 2: Increased Equitable Access to Education Services

ObjectiveObjectiveObjectiveObjectiveObjective Direct Impact on the PDirect Impact on the PDirect Impact on the PDirect Impact on the PDirect Impact on the Poorooroorooroor Indirect Impact on the PIndirect Impact on the PIndirect Impact on the PIndirect Impact on the PIndirect Impact on the Poorooroorooroor Macro ConcernsMacro ConcernsMacro ConcernsMacro ConcernsMacro Concerns AssumptionsAssumptionsAssumptionsAssumptionsAssumptions
AddressedAddressedAddressedAddressedAddressed

Reduced cost of basic
education to parents by
prohibiting start-of-year
contributions

Enhanced likelihood of
enrolling poor students,
especially girls and ethnic
minorities

Increased representation of
the poor in school; reduced
dropout rates

Gender and ethnic minority
equity; poverty reduced

Action by schools and
dissemination of new policy to
parents; Govt able to sustain
additional cost; effective
monitoring

Scholarship program for
rural poor introduced

Improved school enrollment
among females, minorities
and the poor

Equity within society. long-
term fertility reduction, and
healthier families

Gender and ethnic minority
equity; poverty reduction

Transparent and fair selection
system

Expanded public-private
partnership in education
sector

Private contribution gives
govt more resources for
pro-poor strategies

Improved education sector
provision overall

Private sector development
in the social sectors

For-profit organizations
perceive value in expanding
partnership in education

Increased access to
education services through
expanded facilities

New opportunities for
children previously
prevented from access to
school

Improved education levels,
especially among rural poor

Universalization of basic
education

Deconcentrated facilities,
investment strategies,
improve disbursement, and
implementation performance

Reformed teacher
deployment policies to
provide experienced,
qualified, teachers in
remote, rural and
indigenous peoples areas

Increased opportunities for
remote, poor, and
indigenous children for
quality service

Reduction of regional/rural
disparities in social services
provision

Inclusion of ethnic minorities
in mainstream society,
increased social equity.

Teachers will remain in service
when deployed to serve in
remote, rural areas.
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the nature of the linkage of the particular project intervention to the CPS. Reference should also
be made in the SPRSS to the justification for the classification accorded to the project.

G.G.G.G.G. PPPPPoveroveroveroveroverty Analysis for Nonlending Productsty Analysis for Nonlending Productsty Analysis for Nonlending Productsty Analysis for Nonlending Productsty Analysis for Nonlending Products
and Servicesand Servicesand Servicesand Servicesand Services

ADB provides project assistance through a range of nonlending products and services, including
technical assistance, knowledge products, policy dialogue, and donor coordination. The nonlending
services may or may not be linked to a specific lending project. ADB’s nonlending services play
a critical role in capacity development and fostering improved governance. The particular manner
in which nonlending services are expected to contribute to poverty reduction should be clearly
specified in the CPS. While it is not necessary to provide a specific poverty analysis for each of
the nonlending services, the country specific rationale for each should be provided; outcomes
should be identified; and a mechanism for tracking results established. More specifically:

• the manner in which nonlending services are to contribute to poverty reduction should
be clearly stated in the CPS;

• the expected outputs and outcomes of the nonlending services, including their links to
ADB’s country-specific support for poverty reduction, should be included in the concept
papers and project documents; and

• the capacity development, governance improvement, reform support, and other results
arising from nonlending assistance should be tracked in the results framework for each
country.
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VI. Monitoring ADB’s Poverty
Reduction Impact

The Enhanced Poverty Reduction Strategy (EPRS) has introduced a comprehensive monitoring and

evaluation system to better track and assess the Asian Development Bank (ADB)’s efforts at poverty

reduction. This chapter introduces the main elements of the monitoring and evaluation (M&E) system

which will involve in some way or other all ADB staff in the effort at improving ADB’s effectiveness

in promoting development for poverty reduction.

A.A.A.A.A. BackgBackgBackgBackgBackgroundroundroundroundround

ADB monitors and evaluates the progress toward desired results of the Enhanced Poverty
Reduction Strategy (EPRS) at different levels, and identifies issues and lessons requiring
Management attention to improve its implementation. By adopting indicators, estimating

baselines and setting targets, ADB focuses on the results of its assistance, and aims to continuously
improve development effectiveness to boost its contribution to poverty reduction.

ADB’s poverty monitoring efforts are used for both accountability and lesson-learning
purposes. ADB is accountable to its stakeholders to ensure that resources are used effectively
for poverty reduction purposes. Regular reporting to the Board and to the public at large contributes
to ensuring that assistance is in line with country priorities and the corporate mandate. ADB also
uses poverty monitoring to learn lessons, which are then applied in ADB strategy, policy,
programming and project decision making. ADB uses the accumulated knowledge from its
poverty monitoring to improve its performance at the countries and with respect to sector,
thematic, and institution-wide policies and programs.

The 2004 review of the PRS introduced changes and improved its implementation. While
confirming the relevance of the basic framework of the PRS, which rests on three pillars—
sustainable economic growth, social development, and good governance—the review introduced
a results-based M&E system to assess ADB’s institutional performance, replacing reliance on
monitoring of lending targets for projects classified as poverty interventions.59

A multi-tier M&E framework has been designed to facilitate learning tailored to country
conditions and permit monitoring, evaluating, reporting, and managing EPRS-related inputs,
activities, outputs, outcomes, and impact. The results will be monitored at the institutional (i.e.,
ADB wide), sector, theme, country and project levels. In line with the managing for development

59 The original PRS introduced a 40% lending target for projects classified as poverty interventions, which are those where the
proportion of the poor within the targeted beneficiaries exceed the national poverty incidence and is no less than 20%.
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results (MfDR) initiative, ADB is implementing such a monitoring framework, which includes
identifying appropriate monitoring indicators at all levels and implementation arrangements.

To ensure that ADB is effectively pursuing its poverty reduction objective, M&E has been
designed to feedback into decision making at the country- and ADB-wide level. At the country
level, timely and accurate M&E is to be used to make mid-course corrections in projects, programs,
and nonlending services; to inform dialogue with government, development partners and other
stakeholders; and to underpin the strategic planning and country assistance programming. At
the institution level, ADB assesses its overall operations to identify good practices, track progress
in implementing corporate policies, and assess the need for improvements in corporate policy,
practice, and procedure.

B.B.B.B.B. Country-level PCountry-level PCountry-level PCountry-level PCountry-level Poveroveroveroveroverty Monitoring and Reporty Monitoring and Reporty Monitoring and Reporty Monitoring and Reporty Monitoring and Reportingtingtingtingting

1. Results Orientation of CPSs

All new country partnership strategies (CPSs) will include a results framework (including
a monitoring framework), showing the linkages between the constraints to poverty reduction
identified in country poverty analyses (CPAs), the proposed program (with projects linked closely
to CPS outcomes), and desired outputs and expected outcomes. Country-level outcomes will
be monitored in terms of the three pillars and thematic priorities. These outcomes will include
monitorable measures used to track key results of ADB interventions—both lending and
nonlending—supported in the country.

ADB’s contribution to the achievement of intermediate outcomes in the near to mid-
term (i.e. the next 4–5 years) will naturally depend, to a substantial degree, on ADB’s ongoing
projects and programs. Improving the implementation of ongoing operations, therefore, is central
to boosting ADB’s contribution to the achievement of development results. The results framework
will, therefore, also serve as a near-term management tool to help government and ADB routinely
restructure and refocus ongoing operations, based on the findings of careful project monitoring
and supervision, in an effort to improve the delivery of development results. The results matrix
will need to be regularly updated to ensure its continued relevance; to identify and guide the
operations to enhance development impact; and to monitor progress in implementing the
strategy and program in order to contribute to agreed results.

2. Monitoring and Assessing Results-based CPSs

A CPS completion report will serve to track progress during the past 5 years in delivering
results at the country level. ADB’s performance at the country level will also be independently
reviewed by the Operations Evaluation Department (OED), in the form of CAPEs.60

60 These may be replaced in course of time by CPS evaluation reports when results from completed programs in CPSs are ready to
be evaluated.
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a. Self-assessment by CPa. Self-assessment by CPa. Self-assessment by CPa. Self-assessment by CPa. Self-assessment by CPS TS TS TS TS Team’s CPeam’s CPeam’s CPeam’s CPeam’s CPS Completion ReporS Completion ReporS Completion ReporS Completion ReporS Completion Reporttttt

CPS completion reports are being pilot-tested in 2006 as part of the CPS preparation
process in the Lao PDR and PRC. While formal guidelines for the CPS completion report are still
under preparation, the report is anticipated to be one of the instruments that staff could use to
assess ADB’s contribution to poverty reduction at the country level.

The CPS completion report should take stock of what goals, objectives, and results to
which ADB assistance was to contribute. It should review what was accomplished in those areas
and highlight the manner in which ADB made a contribution in each of the pillars of ADB’s
poverty reduction strategy and in the various cross-cutting initiatives. The reasons and areas
where performance exceeded expectations and where it lagged expectations should be identified
and discussed.

Key lessons, for the country as a whole, and for the sectors in which ADB was involved,
should be distilled. The completion report should ask if any of the key planning assumptions
turned out to be wrong or invalid. In particular, it should examine the extent to which the NPRS
was, in practice, effective in guiding interventions and if gaps in the knowledge base constrained
an effective poverty response. The key questions that are to be addressed in the completion
report include:

• What did ADB aim for during the past CPS period?

• What was actually achieved and what are the reasons for that?

• What are the lessons from this for the formulation of the next CPS?

The CPS completion report is to be a product of a country team to enhance its responsibility
and accountability. Since the CPS is prepared by the country team, the completion report should
also be “owned” by the country team. This means that the country team leader leads the
preparation of the report with the support of sector staff who are members of the team. Since
much of it will be based on assessing process-type achievement (i.e. country progress on the
one hand, and ADB progress on meeting its program delivery objectives on the other), it will
require both a review of country economic and social literature, and consultations with the
country team and resident mission (RM) staff on factors affecting both implementation and the
design and approval of CPS-period operations.

The CPS completion report is to be distributed with the initiating paper of the next CPS so
that it can provide a useful input for the subsequent CPS. The time necessary for completion
report preparation may be around 2–3 weeks, including the following stages:

• Compilation of desk information (trends, sector information, etc.) to put evidence down
and summarize the goals and objectives of the CPS;

• Comparing goals and objectives of the CPS with what was achieved (this may include
information collected during country portfolio reviews, project and program evaluations,
CAPE if available, etc.)

• Staff brainstorming (country team and RM staff); and

• Meetings with government agencies and other stakeholders.
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b. Independent Pb. Independent Pb. Independent Pb. Independent Pb. Independent Perererererformance Evaluation by OEDformance Evaluation by OEDformance Evaluation by OEDformance Evaluation by OEDformance Evaluation by OED6666611111

The OED carries out independent evaluations including that of ADB assistance in a particular
country. An OED CAPE is used to assess ADB’s contribution to the results achieved in a DMC
over a defined period of time and to draw lessons on how ADB could improve the performance
of its development assistance program in the future. The CAPE covers the country context, the
quality of ADB’s strategy and program, its implementation and outcomes, and ADB’s perceived
contribution to overall development. It draws its findings and recommendations from an
assessment of the main program thrusts of ADB assistance and the key results that this assistance
has contributed to. CAPEs address a number of common issues, including the context for poverty
reduction, alignment with the NPRS, the degree to which ADB provided a harmonized response
to priority development challenges, and the synergies obtained from deploying a range of lending
and nonlending assistance instruments. Of particular importance for poverty monitoring purposes,
the CAPEs will assess

Results.Results.Results.Results.Results. Extent to which ADB’s country partnership strategies contributed to generating
important outputs and outcomes in key sectors, poverty reduction pillars (growth,
social development, good governance), and key thematic areas (private sector
development, environmental sustainability) receiving ADB support.

Impacts.Impacts.Impacts.Impacts.Impacts. Long-term contribution to poverty reduction and economic development that is
either achieved or expected as a result of direct, indirect, and catalytic influences of
ADB assistance.

Corporate commitments.Corporate commitments.Corporate commitments.Corporate commitments.Corporate commitments. The extent to which country assistance contributed to corporate
commitments, including progress toward meeting policy goals in areas such as
contributing to the Millennium Development Goals (MDGs).

CAPEs can help identify and assess the linkages between ADB interventions and poverty
reduction. An example of this is drawn from the 2005 Bhutan CAPE in Box 6.1. This information
can be used to deepen the understanding of poverty conditions, and to identify the poverty
reduction effects of ADB interventions.

CPCPCPCPCPS Evaluation ReporS Evaluation ReporS Evaluation ReporS Evaluation ReporS Evaluation Reports.ts.ts.ts.ts. The first CAPE prepared for each country covers a long period—normally
20 to 30 years—of ADB assistance. Subsequent OED country-level evaluations will assess ADB’s
contribution to results during more recent CPS periods. These would continue to focus on the
outcomes and impacts of ADB assistance over a longer period of time (i.e. the last decade)
whereby the CPS completion report would focus primarily on implementation and results achieved
during the last CPS period.

While both CAPE and CPS completion reports are expected to draw lessons from previous
experiences, they are not intended to provide a strategic road map for poverty reduction or to
substitute for the analytical work (i.e. CPA, thematic and sector studies) that underpin the CPS.
Both are intended to draw lessons from ADB’s past experiences. The CPA and the sector and
thematic reports are expected to provide a forward-looking assessment of the causes,
consequences, and strategic opportunities for combating poverty, and to identify ADB’s possible
role in contributing to a multi-stakeholder, country-led effort to reduce poverty.

61 For a detailed discussion of the CAPE methodology, see ADB. 2005. Guidelines for the Preparation of Country Assistance Program
Evaluation Reports. OED. Manila: ADB.
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C.C.C.C.C. Sector and TSector and TSector and TSector and TSector and Thematic Monitoringhematic Monitoringhematic Monitoringhematic Monitoringhematic Monitoring
Annual progress in poverty reduction at the sector and thematic levels will be coordinated and
prepared by lead/principal specialists in the Regional and Sustainable Development Department
(RSDD) and designated staff in other departments. The main purpose of these reports is to
consolidate sector and thematic reporting of outputs and outcomes to better monitor and assess
ADB’s contribution to development results. The lead/principal specialist will prepare the report
in consultation with committees and networks as appropriate. As far as possible, these reports
would be based on existing data systems and, where necessary, supplementary information
would be collected from the regional departments. The sectors/themes to be monitored and
reported on would follow ADB’s new classification system. These reports will contribute to ADB’s
annual report and to the institution-wide review of the implementation of ADB’s PRS.

The sector/thematic reports are short and concise summaries of progress made during
the past year. They will cover (i) the status of MDGs in the concerned sector/thematic area and
the contribution of ADB sector/thematic work to MDG achievement; (ii) contribution to country-
level operations, including a review of sector/thematic assessments and road maps in CPSs,
progress in implementation, and trends in program delivery and performance; (iii) contribution
to regional and subregional cooperation; (iv) contribution to sector/thematic policy and strategy
formulation; (v) contribution to knowledge management; (vi) adequacy of human resources;
(vi) partnership development; and (vii) recommendations regarding future activities to improve
poverty reduction at a sector/thematic level. The information sources that will be relied on for
annual sector and thematic reporting are provided in Appendix 2.

BOX 6.1: CAPES SERVE TO ILLUSTRATE POVERTY REDUCTION LINKAGES

The 2005 Bhutan Country Assistance Program Evaluation provides a good example of the manner
in which independent evaluation serves to illustrate the linkages between ADB interventions and
poverty reduction. Its annexures included a detailed assessment of ADB sector support and the
linkages between sector support and poverty reduction. For example:

TTTTTransporransporransporransporransporttttt: More rapid economic development is expected to lead to a significant reduction in
poverty in the hinterland and eastern regions…. the Projects will contribute to more rapid economic
growth of the project area by expanding economic opportunities, particularly in agriculture, cottage
industry, and tourism. For farmers in general, an improved transport network will also ease the
introduction of improved farming practices and the transition from subsistence farming to cash
crops and a market economy. Improved access to transportation also lowers the costs of inputs
such as fertilizer. Reliable access, such as all-weather possibilities to input and output markets, can
stimulate higher cash-crop farming production and more stable incomes, and enable the poor to
improve their management of risks. The Projects will benefit the urban population as well. For
example, food prices for the urban poor could be reduced.

Source: ADB. Bhutan: Country Assistance Program Evaluation, 2005, (supplementary annex).
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D.D.D.D.D. Institution-level MonitoringInstitution-level MonitoringInstitution-level MonitoringInstitution-level MonitoringInstitution-level Monitoring
ADB will prepare and make available publicly an annual report on the implementation of the
EPRS. This will draw on available sources of information regarding the poverty reduction status
of the DMCs, and of ADB’s contribution to poverty reduction, at an institutional level. A number
of major indicators have been identified for this purpose.62 The main questions that will be
addressed to assess ADB’s institutional contribution to poverty reduction are discussed below.

1. Poverty Reduction Impact: MDG Achievement

ADB’s contribution to the EPRS’s long-term objective (impact) is monitored through
achievement of MDGs 1–7. They reflect progress in income and non-income poverty reduction,
which is the EPRS’s main objective. Considering that ADB assistance forms only a small portion
of the region’s overall development programs, however, the impact cannot be solely attributed
to ADB efforts. However, ADB, guided by this long-term objective, must closely monitor the
region’s progress toward the MDGs and continue refining its role in helping DMCs achieve their
development objectives. A list of the MDGs is in Appendix 3.

2. Tracking ADB’s Poverty Reduction Outcomes

Demonstrable improvement in development effectiveness of ADB operations is defined
to be an intermediate outcome of the EPRS. To address this, the key questions that must be
answered include:

• Do country partnership strategies (CPS) and regional cooperation strategy and programs
(RCSP) achieve their objectives?

• Do projects achieve their objectives?

• Are DMCs building their capacity to reduce poverty?

• Do our DMC clients consider ADB operations effective?

3. Tracking ADB’s Poverty Reduction Outputs

Institutions can control their own outputs resulting from the use of their own resources,
more than they can control impacts and outcomes, and therefore, need to be more accountable
with respect to output quality. Assessing output quality is key to assessing institutions’ performance.
This is monitored in terms of quality—at entry and during implementation—of CPSs, lending and
nonlending products, mobilization of finance and knowledge, and partnerships. The key questions
that are answered to track improvement in ADB’s outputs include:

62 The first Annual Report on the Implementation of the Poverty Reduction Strategy (2004) identified a set of 25 indicators. These are
being further refined.
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• Is the quality of CPS/RCSP design improving? Is the quality of project design improving?

• Is the quality of project implementation improving?

• Is ADB strengthening its role in mobilizing development finance?

• Is ADB contributing to knowledge sharing for poverty reduction?

• Is ADB’s knowledge being valued?

• Is ADB working more closely with other development partners?

4. Tracking ADB’s Poverty Reduction Inputs

Results-based monitoring enables an organization to prioritize and better manage the
mobilization and use of its resources (inputs). In this regard, it is important to assess the degree
to which ADB has aligned its resources—human and budgetary—with the EPRS, particularly to
support its outputs and related activities. The key questions that are to be answered to track
ADB’s poverty reduction inputs are as follows:

• How is ADB aligning its staff resources (level and mix) and motivation efficiently to
deliver its outputs?

• How is ADB aligning its budget with priority activities?
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Appendix 1
Poverty  Definition,
Measurement, and Analysis63

A.A.A.A.A. Defining PDefining PDefining PDefining PDefining Poveroveroveroverovertytytytyty

1. Introduction: Poverty Definitions, Concepts, and the Poverty Line64

In the view of the Asian Development Bank (ADB), poverty is a deprivation of essential assets
and opportunities to which every human is entitled. Everyone should have access to basic
education and primary health services. Poor households have the right to sustain themselves

by their labor and be reasonably rewarded, as well as having some protection from external
shocks. Beyond income and basic services, individuals and societies are also poor—and tend to
remain so—if they are not empowered to participate in making the decisions that shape their
lives. Poverty is, thus, better measured in terms of basic education, health care, nutrition, water
and sanitation, as well as income, employment, and wages. Such measures must also serve as
a proxy for other important intangibles such as feelings of powerlessness and lack of freedom to
participate.

To better understand the nature of poverty, several related poverty concepts are employed.
These include:

Human poverHuman poverHuman poverHuman poverHuman poverty:ty:ty:ty:ty: The lack of essential human capabilities, notably literacy and nutrition.

Income poverIncome poverIncome poverIncome poverIncome poverty:ty:ty:ty:ty: The lack of sufficient income to meet minimum consumption needs.

Absolute poverAbsolute poverAbsolute poverAbsolute poverAbsolute poverty:ty:ty:ty:ty: The degree of poverty below which the minimal requirements for survival
are not being met. This is a fixed measure in terms of a minimum calorific requirement
plus essential nonfood components. While absolute poverty is often used
interchangeably with extreme poverty, the meaning of the latter may vary, depending
on local interpretations or calculations.

Vulnerability and poverty are concepts that overlap, but, are not identical. Vulnerability can
be defined as the susceptibility of an individual, household, or community to external shocks
and fluctuations. Vulnerability can be grouped into five categories by major risk factors, including:

• Environmental risk (droughts, floods, and pests);

• Market risk (price fluctuations, wage variability, and unemployment);

63 This section draws from the ADB, Economics and Research Department. 2006. Poverty and Development Indicators: Statistics
Glossary. Available: www.adb.org/Statistics/Poverty/glossary.asp.

64 Please refer to ADB (2004) and World Bank (2004) for an extensive discussion of poverty lines and their computation.
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• Political risk (changes in subsidies or prices, income transfers, and civil strife);

• Social risk (reduction in community support and entitlements);

• Health risk (exposure to diseases that prevent work).

PPPPPoveroveroveroveroverty linety linety linety linety line. Poverty lines are generally defined as the per-capita monetary requirements
an individual needs to afford the purchase of a basic bundle of goods and services.
The value of this basic basket of goods and services can be determined in many
ways. For example:

• Absolute poverAbsolute poverAbsolute poverAbsolute poverAbsolute poverty linesty linesty linesty linesty lines are anchored in the standard of what households should be
able to consume so that they are not deprived. Absolute poverty lines are fixed in time
and space, while relative poverty lines can vary. Often, these absolute poverty lines
start with a nutritional basket considered minimal for the healthy survival of a typical
family, either externally set or derived from household surveys. While absolute poverty
is often used interchangeably with extreme poverty, the meaning of the latter may vary,
depending on local interpretations or calculations.65

• Relative poverRelative poverRelative poverRelative poverRelative poverty linesty linesty linesty linesty lines arbitrarily set the line in relation to the average expenditure
(bundle of goods) or income in a country, for example, the line is derived as 60% of
the country’s average value.

A number of different methods are used to define absolute poverty lines. The method of
setting the poverty line can greatly influence the structure of poverty (and who is considered
poor). It is important to derive poverty lines that provide consistency in welfare measurement in
space and time: two people with the same real consumption should be considered either poor
or nonpoor, but not differently. Identifying the poor as those with income (or expenditures)
below a given poverty line brings clarity and focus to policy making and poverty analysis. Having
a poverty line allows policy makers to assess poverty conditions, to allocate resources for poverty
reduction, and to monitor progress against a clear benchmark. After a poverty line is determined,
one can construct poverty profiles, which provide overall estimates of poverty, the distribution of
poverty across sectors, geographical regions and socioeconomic groups, and a comparison of
key characteristics of the poor with those of the nonpoor.

Many wealthier countries set poverty lines based on relative standards, such as a fixed
proportion of the average or median income. For example, the poverty lines in most of the
OECD countries are set at the half of the median income. Using a relative standards approach,
the poor are those who gain when income becomes more evenly distributed and the nonpoor
are those who lose. A major criticism of relative approach is that it will show a reduction in
poverty when the incomes of the poor are falling, as long as the incomes of the nonpoor are
falling faster. A reduction (or increase) in poverty will show up only if there is a change in the
relative income distribution. The relative approach also implies that poverty is completely insensitive
to economic growth if income inequality does not change. Thus, the only way to reduce poverty
will be to reduce inequality.

65 In some cases, people in extreme poverty are understood to be those in the lowest half of the population under the absolute
poverty line. Often extreme poverty is also used to denote those below the $1-a-day measure.
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In deriving poverty lines, many assumptions are made. For example, poverty lines are
generally expressed in per capita terms and then compared with per capita income or consumption.
In so doing, two crucial decisions need to be made. First, should adjustments in such minimal
requirements be made by age of the household member—adults and children—or by gender?
Or are these minimal requirements the same across the whole household? Second, should
households of different sizes be treated equally or differently?

There is an extensive literature that proposes a variety of alternative equivalence scales
(rules for allocating household expenditure to household members of different gender and
ages). A specification of the different “needs” of different family members, which is what
equivalence scales attempt to summarize, can be based on (at least) two different methodologies:
fixing the nutritional requirements of different types of people or examining household
consumption behavior. In developing countries, it is common to find equivalence scales in use
that are based on the different nutritional requirements of persons of different ages and gender.
It might, for example, be the case that a child below the age of 5 is deemed to require only about
one third of the calories of an adult male to be able to function normally.

2. National Poverty Lines

Virtually all countries have developed national poverty lines to identify all citizens whose
income falls below a level necessary to maintain a minimum acceptable standard of living.
Governments still find it useful to focus largely on poverty as a lack of money—measured either
as low income or as inadequate expenditures. One reason for focusing on money is practical:
inadequate income is a clear and immediate concern for individuals, and one that in principle is
simple to quantify. Another—and perhaps more compelling—reason is that low incomes tend to
correlate strongly with other concerns that, are important but, harder to measure. The lack of
money, then, serves as a proxy for a host of deprivations.

Statistical offices vary widely in how they set a poverty line. Most start with an approach
which begins with a caloric threshold chosen to reflect minimal nutritional needs, and adjustments
are then made for nonfood expenses.66 National food poverty lines are based on nutritional
thresholds. A person is counted as food poor if the nutritional content of the food consumed is
less than the prescribed threshold. As a simplifying assumption, most countries use dietary
energy as proxy for overall nutritional status—i.e., if a person gets enough energy, then she also
gets adequate levels of protein and the other essential nutrients.

The food poverty line is the money income that is sufficient for individuals to satisfy their
basic nutritional needs. When constructing a food poverty line, one often distinguishes between
the nutritional needs of children and of adult males and females and converts the population
into adult equivalences. The nonfood poverty line is constructed by taking into account basic
nonfood needs such as shelter, clothing, health, and education, and so on. The total poverty line
is sum of the food and nonfood poverty lines.

Poverty lines are country specific. Every society has its own views about what constitutes
its minimum standard of living and governments ultimately must define what is meant by poverty
in each country. The poverty line, even if it is absolute, should take into consideration socially
derived notions of the requirements for a minimally acceptable standard of living.

66 See M. Ravallion. 1992. Poverty Comparisons. A Guide to Concepts and Methods. Living Standards Measurement Study, Working
Paper No. 88. World Bank.
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3. International Poverty Line

Poverty measures are used both to compare progress across different countries (where
the need for international comparability is paramount) and within a single country (where it is
possible to customize the approach and definitions). The United Nations (UN) and, the World
Bank have adopted a $1/day and a $2/day per-capita poverty line for international comparisons,
for example, even though national poverty lines may be more appropriate for within-nation
comparisons.

Because different countries define and measure poverty in a variety of ways, local
expenditure levels are frequently converted to an international scale for comparing progress
across countries. On this basis, the UN and the World Bank have adopted a $1/day and $2/day
per-capita poverty line for international comparisons. The international poverty line was originally
set at $1 per day per person valued at 1985 international prices, but was subsequently updated
to $1.08 per day in 1993 international prices. The line is still referred to as the $1/day measure,
however (UNDP 2004).

4. Non-income Poverty Indicators

It is now increasingly realized that poverty is a multidimensional concept and should
encompass all important human requirements.67 Poverty is caused because some sections of
the society have so little income that they cannot satisfy their minimum basic needs as defined
by the poverty line. But lack of income is not the only kind of deprivation people may suffer.
Indeed, people can still suffer acute deprivation in many aspects of life even if they possess
adequate incomes. Thus, recent thinking on poverty argues that poverty should be viewed in
terms of an inadequate standard of living, which is more general than a lack of income.

Living standards are influenced by the degree to which households have access to suitable
public goods. Therefore, one aspect of non-income poverty has to do with a population’s access
to basic services. A second dimension includes social deprivations: the inability to fully participate
in communities and, perhaps, in religious life. Other aspects relate to physical deprivations, such
as those caused by disability, disease, and under-nutrition, or vulnerability to a catastrophic loss.

Poverty and poverty lines are not restricted to financial definitions. ADB defines poverty
as characterized by a deprivation of access to essential goods, services, assets, and opportunities
to which every human being is entitled. People should be free from hunger, able to live in
peace, and have access to basic education and primary health care services. Poor households
have to sustain themselves by their labor and be reasonably rewarded and should have a
degree of protection from external shocks. In addition, individuals and societies are also poor—
and tend to remain so—if they are not empowered to participate in making the decisions that
shape their lives (p. 1).68

67 For a background of the development of a holistic concept of poverty, see for example, Amartya Sen. 1999. Development as
Freedom. Oxford University Press.

68 ADB. 2004. Enhancing the Fight Against Poverty in Asia and the Pacific: The Poverty Reduction Strategy of the Asian Development
Bank.
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5. Poverty Proxies

For the purpose of defining poverty in an ADB CPS, and in projects that are targeted to
poor households, ADB will make use of the national poverty line which is based on income/
consumption poverty data and on an absolute poverty criterion. Poverty data (including income
poverty data) should be available for countries for which CPAs have been carried out. In fact,
most countries now have poverty data in an acceptable form for their national poverty reduction
strategies (NPRSs).

In certain regions, estimates of the head-count index of income poverty may not be
available, and it will rarely be justified to conduct a detailed household income survey to collect
more detailed primary income and expenditure data. If income poverty data are not available,
and there is a need to understand more clearly the regional dimensions of impoverishment,
then proxies may need to be used. Possible alternative measurements include the following:

• Derive approximate average income data from aggregate groups of beneficiaries by, for
example, inferring income from data on household assets.

• Use alternative indicators of poverty. In general, health and nutrition indicators are good
proxies of income poverty and can indicate differences in poverty between regions and
changes over time.

• Use other alternatives such as indicators of landownership, if available from agriculture
ministries and related offices, and data on agricultural output, which can indicate short-
term fluctuations in poverty.

• Use trends in real wages for unskilled workers, employed in agriculture or in labor-
intensive manufacturing, as a proxy for changes in living standards in a particular region.
Real wage data are typically collected as part of the general statistical reporting systems,
or can be collected at low cost. If labor mobility is limited, minimum wages not applied
or enforced, and the labor force characterized by underemployment, then real wages
of unskilled labor will generally be a good proxy for “minimum” household incomes.

• Given the difficulties in quantifying household and individual income, use local level
data, such as availability and use at household as well as at individual level, of education,
health, water, and electricity, including economic and price information. These data can
be collected through local offices of the statistical service or the Ministry of Finance.

Independent of the different methods to measure poverty, the interpretation of these
results should be complemented with qualitative studies. It is important to use qualitative
techniques to understand:

• Why certain factors correlate with poverty?

• What factors influence poverty outcomes that are not easily quantifiable?

• How qualitative data can be used to explain how intra-household resource distribution
is structured along gender, caste, age, or ethnicity lines.
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6. Poverty Mapping
Poverty maps provide a geographic picture of poverty. They stratify poverty data from

different topographic or administrative areas and then allocate patterns on a base map so that
spatial differences become more visible. They are useful for obtaining general overviews and for
undertaking or confirming general targeting. However, they also disguise local differences by
averaging data across large areas. Poverty maps can be helpful for identifying regions for
geographical targeting in a CPA or at the stage of CPS formulation. These should use data from
the county level or lower, which may be available from agency databases, statistical yearbooks,
censuses, etc. They may be based on small area estimation techniques, in which poverty estimates
are expanded to cover a particular zone, or may involve plotting poverty measures estimated in
different geographic areas.69 Critical judgment is also required to ensure that the chosen data set
best meets the needs of map users and captures the facets of deprivation critical to  what is to
be targeted (i.e. assistance for expanding opportunities, access to services, etc.). The World Bank
research has indicated that different measures of rural poverty can produce broadly different
poverty maps (Figures 1 and 2). Increasingly, computer-generated maps based on a variety of
poverty statistics may be available from ADB or the developing member country.70

To generate poverty maps, the following information is required:

(i) Large data sets, representative at small geographical units; and

(ii) Data on consumption expenditure.

Very few countries have that type of information. Household surveys satisfy (2), not (1),
while population and housing census data satisfy (1), but not (2). Therefore, methods have
been developed to produce maps by combining census and survey data. In the past, data
shortcomings have made it impossible to generate detailed poverty and inequality profiles. On
the one hand, surveys like the living standard measurement survey (LSMS) conducted by the
World Bank in many developing countries have solid expenditure or income data, but at low
levels of geographic aggregation they are not representatives and lack sufficient sample size to
construct poverty and inequality profiles. On the other hand, the national censuses carried out in
many countries have sufficient population coverage, but do not include high quality information
on expenditure or income.

The poverty mapping methodology requires the following steps:

• Select all variables which exist in both the household survey and the census data set
(pay attention to variable definitions).

• Use the household surveys (LSMS) to run a series of linear regressions explaining
household consumption in each region that is designed to be representative. For these
regressions, the left-hand side (dependent) variable is the natural log of per capita

69 See World Bank. 1998. Using Disaggregated Poverty Maps to Plan Sectoral Investments. Washington DC.  Available:
www1.worldbank.org/prem/PREMNotes/premnote5.pdf.

70 Provincial- and county-level maps of the PRC, for example, are available from ADB. Provincial- and district-level maps of Indonesia,
and municipal and provincial maps of the Philippines can be generated from the data dictionary and base maps of the 1999
Indonesia/Philippine Statistical Mapping Project.



APPENDIX 1. POVERTY DEFINITION, MEASUREMENT, AND ANALYSIS 97

B.B.B.B.B. Measuring PMeasuring PMeasuring PMeasuring PMeasuring Poveroveroveroverovertytytytyty
Several different data gathering methods and survey techniques can be used to collect data
which can be used for poverty analysis. Since very few surveys have poverty measurement as
their primary objective, poverty analysts must carefully evaluate whether surveys are conducted
for other purposes and if the other (or multiple) objectives can provide reliable data for measuring
poverty and changes in living conditions.

1. Population Census

The population census contains basic information on all citizens of a country. The census
is carried out for all households to obtain basic information on the population, its demographic
structure, and its location. In most countries, it is carried out by a national statistics institute,

Figure 1: Incidence of Rural PFigure 1: Incidence of Rural PFigure 1: Incidence of Rural PFigure 1: Incidence of Rural PFigure 1: Incidence of Rural Poveroveroveroverovertytytytyty
in the Pin the Pin the Pin the Pin the PRCRCRCRCRC

Source: State Statistical Bureau data for the percentage of households
below the absolute poverty line in 1989.

Figure 2: Incidence of Rural PFigure 2: Incidence of Rural PFigure 2: Incidence of Rural PFigure 2: Incidence of Rural PFigure 2: Incidence of Rural Poveroveroveroverovertytytytyty
in the Pin the Pin the Pin the Pin the PRCRCRCRCRC

Source: Ministry of Agriculture data for the percentage of rural people
residing in lower-income counties in 1989.

expenditure in each household. The right-hand variables are household demographic
variables selected by the user.

• Apply the estimated coefficients from the above step to the census data to impute a
value of log per capita expenditure for each census household.

• Using these imputed values to produce poverty or inequality profiles for the desired
aggregation units of the census data. The technique allows calculation of standard
errors for whichever welfare measure is estimated. This offers a means to assess the
statistical reliability of estimates as well as comparisons across estimates for different
geographic areas.
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which can then provide data to lower levels of government, tailored to local information needs.
The information gathered is limited. Information on household income, consumption, disease
patterns, and poverty perceptions are generally not included. Census data, however, normally
provide the following:

• information at different levels of disaggregation in the country or region;

• descriptive statistics of housing stock;

• access to basic services such as water, electricity, and sanitation; and

• employment patterns.

2. Household Surveys

Household surveys can be an indispensable tool for measuring the extent and distribution
of income poverty. Once a poverty line has been determined, the distribution of consumption
obtained from household surveys can easily provide the percent of population below the poverty
line (the poverty incidence). At the same time, an important shortcoming of aggregate household-
level analysis is that it can provide only limited understanding of the intra-household distribution
of resources, especially of income and consumption.

While the census covers the whole population, surveys interview only a subset, generally
a small fraction. This sample of households is carefully chosen so that the results of the survey
accurately describe living conditions in the country, and in different parts of the country. Sampling
should be based on mapping  actual settlements, including newly formed informal urban ones.
Sampling is most often informed by a recent population census. The actual sample size—the
number of households interviewed—will vary with several factors:

• The indicator to be measured. A survey that aims to measure countrywide averages of
income will require a larger sample than a survey designed to measure the percentage
of the population with access to hospitals. The population universe for the former is the
total population, and for the latter the population universe would be limited to those
households who, for reasons of remoteness or other forms of exclusion, might not
have access to hospitals.

• The level at which data are needed. Determining the national electricity connection rate
will require fewer households to be interviewed than determining regional or district
rates.

• The population. Household surveys are much smaller than a population census and,
therefore, also less costly.

An immediate problem in using household surveys for poverty analysis is that because of
the burden of remembering expenditures on so many items, respondents are typically asked
about few other topics. Thus, there are often few variables available from the survey that can
either help explain the poverty status of the household. Another major problem with these
surveys is the short period over which consumption is observed. Because respondents find it
hard to remember spending on frequent purchases, household surveys typically use a very short
reference period (e.g., a 1- week recall or a 2-week diary), which may be atypical of the household’s
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usual standard of living. Making poverty comparisons over time with panel data is also subject to
sources of error since different families are likely to be sampled; the surveys may take place at
different time-periods in the crop (or income) cycle of the survey year; and sample size and
coverage may differ from one survey to the next. Panel household surveys, by contrast, avoid
some of these problems by repeatedly sampling the same family over different periods of time.
Typically, however, panel household surveys rely on small samples, and it is difficult to identify
and retain the same set of families in the survey frame after a period of some years.

Generating income and non-income poverty estimates at a subnational level is a particular
challenge since most household surveys are based on sample sizes that are too small to draw
accurate inferences at a local government level. Given an increased trend toward decentralization,
there is a need for local government to be able to assess and track poverty conditions within
their jurisdictions. One method that has been suggested is to correlate the findings of household
surveys on household expenditures and access to services with census variables and to use
these correlates to project poverty incidence at a district/provincial level. Another method is to
correlate proxy variables, such as access to different types of household assets (housing quality,
durable asset ownership) with poverty levels reported in a national income and expenditure
survey, and to use these proxies to derive an indicator of poverty that can be readily surveyed at
a local level.

3. National Income Accounts

The National Income Accounts are also used to make income poverty estimates in several
countries. This is done by applying changes in income distribution, based on household survey
comparisons, to an estimate of the change in private consumption expenditures drawn from the
National Income Accounts. In many countries, the National Income Accounts estimate of private
consumption expenditures are substantially higher than the average consumption expenditures
reported in household surveys. Consequently, the poverty head-count estimates that are derived
from the use of National Accounts data tend to be substantially lower than that identified using
household surveys. In countries such as India, major differences in poverty incidence and trends
are reported depending on whether poverty head-count estimates are drawn from the National
Income Accounts versus panels of household surveys (ADB 2004b).

4. Living Standard Measurement Surveys

The following types of household surveys are particularly useful in collecting poverty and
social data for projects. LSMSs and other multi-topic surveys are generally geared toward measuring
and analyzing poverty and are important instruments for poverty analysis. LSMSs collect information
on such factors as (i) household expenditures and income, (ii) health, (iii) education, (iv)
employment, (v) agriculture, (vi) ownership of assets such as housing or land, and (vii) access
to services and social programs. The LSMSs are explicitly multi-topic surveys. In addition to
income and consumption, they collect detailed data on education, health and anthropometry,
employment, migration, agriculture, nonfarm enterprises, savings and credit, and community-
level data on public services and local prices. This coverage of additional topics is achieved by
reducing the commodity detail required in the consumption module.
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Multi-topic surveys enable the analyst to measure and understand poverty and its different
dimensions. Such surveys are also useful for assessing broad trends and the long-term changes
in poverty.

LSMSs are based on a sample size of households and the data are not represented at the
district level. In some incidences, one should be careful to compare the LSMS from a different
year because the methods selecting sample household may differ. Data collection and subsequent
analysis may take up to 1 year.

The participatory living standards assessment (PLSA) aims to understand poverty with
respect to the multiple dimensions, causes, dynamics, and perceptions of poverty, and to ensure
that the perceptions and voices of poor people themselves are brought forward. With the use of
participatory research methodologies, the PLSA permits a deeper analysis of certain issues that
LSMS methodology is not well equipped to address, such as poverty dynamics over time and
spatial dynamics in livelihood strategies.

The PLSA uses a broad range of methods developed over the last 20 years or so under
the auspices of rapid and participatory rural appraisals (RRA/PRA). The methods used include
matrix ranking and scoring, including wealth or well-being ranking, trend analysis, institutional
analysis, and mapping and other diagramming techniques combined with semi-structured
interviewing with individual informants or focus groups.

The sample selection will normally consider the following: (i) ensure complementarity
and comparability with existing quantitative data; (ii) capture as much as possible  the diversity
in living conditions among rural and urban communities; and (iii) balance sample size (number
of participating communities) with depth of analysis.

5. Demographic and Health Surveys

Demographic and health surveys (DHSs) contain data on (i) health, infant mortality, fertility,
contraception practices and family planning, health attendance during pregnancy, feeding practices,
vaccination, health center use of mothers and children, satisfaction with health services and cost
of treatment; (ii) educational attainment; (iii) occupation, male/female; (iv) migration; (v) access
to basic service; and (vi) sources of water, electricity access, sanitation, and ownership of durable
goods. DHSs can be used to calculate household wealth and to carry out poverty analysis. DHSs
now cover more than 170 surveys in 70 countries throughout the developing world. Country-
specific details of these surveys can be found at www.measuredhs.com.

DHSs do not contain household income or consumption data; however, wealth quintiles
can nevertheless be constructed that will allow for a useful poverty profile.71 The household
wealth indicator is constructed using all available information on assets in the surveys—durable
goods, basic services, etc.—and then ranked to construct quintile distributions. If different DHSs
exist, a potential analysis could compare development in time. Such comparisons could include
how indicators such as access to education and health, basic service access in remote areas, and
health and education spending have improved. One common use has been to compare the
educational attainment of the richest 20% of households and the poorest 40% (Available:
www.worldbank.org/research/projects/edattain/edattain.htm).

71 The most well-known statistical method for using these surveys in place of consumption data is based on research by Filmer and
Pritchett (2001). They use both household consumption expenditure and an “asset index” to see which is better at explaining
patterns of children’s school enrolments in Nepal, Indonesia, Pakistan, and states of India (using the National Family Health Survey
for India, which is based on the DHS). They find that the asset index is a proxy for economic status that is at least as reliable as
conventionally measured consumption expenditures.



APPENDIX 1. POVERTY DEFINITION, MEASUREMENT, AND ANALYSIS 101

6. Employment Surveys

Employment surveys contain information on employment and unemployment patterns
and fluctuations. They include questions about (i) household income, (ii) demographics, and
(iii) housing features. They can be good sources for (i) employment statistics, (ii) income-based
poverty indicators, and (iii) input indicators such as access to basic services. The wage data
provided in employment surveys are indicative but imprecise measures of household welfare
because they do not cover the following:

• changes in the number of unemployed who do not receive that wage;

• microenterprise and other informal activity that may be important in many economies;

• household production or wages paid partially in kind, which are particularly important
in rural areas;

• changes in household net worth used to stabilize consumption; and

• intra-family transfers.

While wage income is positively correlated with informal sector earnings at the
macroeconomic level, there is little or no evidence for this at the local or household level.

Disaggregation of the collected data will increase their analytical usefulness. Unemployment
and wage rates, for example, are likely to be particularly revealing for workers who are on the
margin of the labor market (e.g., women) and for those with relatively low skills and schooling.
Because the more vulnerable families gain income from subsistence agriculture, data on agriculture
production for the domestic market, informal sector activities, and indicators of trends in relative
prices will be most useful.

Gender is one of the many ways in which data can be disaggregated, and the rationale for
doing so is that, in earning income, women face different constraints than men. Since policy
reform is largely about changing constraints, if those facing men and women are sufficiently
different, it is necessary to treat men and women as distinct groups. Men and women also often
have radically different propensities to consume particular public services (e.g., health), and so
budgetary changes can have powerful gender-differentiated effects.

7. Qualitative and Participatory Poverty Analyses

Qualitative data are particularly well suited to address the question, “Who are the poor?”
Qualitative data and approaches allow the community itself to analyze its own poverty and
determine the most important manifestations and solution to poverty. At a strategic level, such
information can be used to identify binding constraints to poverty reduction that must be addressed.
At a project level, such information may be critical for the design for projects and policies aimed
at reaching the poor. Participatory poverty assessment can be particularly useful for planning
purposes when the degrees to which public policies affect low-income households are uncertain
and, in the aftermath of periods of severe economic shocks, when changes in access to incomes,
employment, and services are uncertain.

Qualitative methods typically shed more light on the diverse manifestations and dynamics
of poverty, thus enabling poverty analysis to explore causality among the major contributory
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factors that influence poverty outcomes—such as intra-household behavioral attributes—which
are not captured through household level data. Rapid rural appraisal (RRA) and its descendant
participatory rural appraisal (PRA) have been the pioneers among the large family of qualitative
techniques. They are described as a family of methods to “enable the rural people to share,
enhance, and analyze their knowledge of life and conditions, to plan and to act” (Chambers,
1994), with the fundamental distinction that RRA is a form of data collection by outsiders who
then take the data away and analyze it, whereas PRA is more participatory and empowering,
“meaning that outsiders are conveners, catalysts, and facilitators who enable people to undertake
and share their own investigations and analysis” (Chamber 1994).

PRA uses tools for consulting the poor directly and systematically. It commonly involves
qualitative methods such as semi-structured interviews with key informants and contact persons.
It aims to obtain information from individuals who are thought to have sufficient knowledge
about issues or groups of people. Key informants may be elderly people who know about the
past situation, or women whose experiences may differ from those of men. A key feature of PRA
is its concern with obtaining only “enough information” rather than as much information as
possible. PRA techniques assist vulnerable groups to describe and analyze their own situation,
including the impacts of the policy on their lives and livelihoods.

No single methodology can guarantee comprehensiveness, accuracy, cost-effectiveness,
and time efficiency. There is an inevitable trade-off between coverage and costs. Statistically,
representative household surveys are expensive and time-consuming in design, training, data
collection, data processing, and analysis. Participatory techniques can be equally expensive and
slow in terms of training, time spent in the field, and replication across many field sites. Conversely,
rapid assessments give reasonable and rapid qualitative impressions of the variables under
examination, but only at the expense of accuracy and detail.

It is possible to combine various indicators and use various types of data gathering to
form a suitable social and poverty monitoring system. There exists no prototype for this because
the exact mix depends on the existing data-gathering systems in specific countries. Where good
agricultural data (and nothing else) exist, the first thing to do is to establish how well these can
approximate poverty. Similarly, for countries that have good information on employment or
health, the questions to ask are “How do these data reflect poverty?” and “How can these data
be extended to give a closer approximation of poverty?”

C. PC. PC. PC. PC. Poveroveroveroveroverty Indicatorsty Indicatorsty Indicatorsty Indicatorsty Indicators

Once a poverty line has been defined and poverty data measured, one can estimate the number
and percentage of people who are unable to enjoy the minimum basic requirements that are
deemed to be essential. These are estimates of the incidence of poverty. Yet these estimates
provide no information on the depth of poverty, that is, on how deprived the poor are. One index
of poverty that does account for the depth of poverty is the poverty gap ratio, which is defined as
the mean income or consumption shortfall relative to the poverty line, averaged across the
number of the poor. Thus, this measure gives an idea about the total resources required to bring
all the poor up to the poverty line. Finally, another index of poverty called the severity of poverty
takes into account not only the depth of poverty but also inequality of income or consumption
among the poor. It is particularly useful if policies will be focused on eliminating extreme or ultra
poverty.
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1. Head-count Measure

Incidence of poverty (also called poverty rate or head-count ratio) is the most common
standard. It describes the percentage of the population whose per capita incomes or expenditures
are below the poverty line. This means the population cannot afford to buy a basic basket of
goods. The measure is simple and clear, and is the most commonly calculated poverty measure.
The head count is calculated by ranking individuals in a population in order of their command
over resources, from 1 to N, where person 1 has the least resources and person N has the
greatest. If the income of individual i is denoted yi and the poverty line is denoted z, then the
poor population includes everyone for whom yi    z. If the person whose resources puts them
right at the poverty line is number G from the bottom (that is, yG = z), it follows that there are G
people below the poverty line and N people in the total population. Then the head-count ratiohead-count ratiohead-count ratiohead-count ratiohead-count ratio
H is simply:

The head-count ratio is an important descriptive tool, but, it can be misleading because it
ignores the magnitude, severity, and depth of poverty. For example, the absolute number of
poor persons—or the magnitude of poverty—may have increased due to population growth or
migration, even though the incidence has fallen. Moreover, the poverty head-count ratio does
not change when a very poor person becomes less poor; nor does the head-count change
when a poor person becomes even poorer. One way to make the approach more useful is to
also calculate the head-count ratio for “sub-poverty” lines at lower thresholds than the overall
poverty line. These may capture, for example, the income required to purchase the food basket
only, excluding nonfood needs. Tracking the population under sub-poverty lines is relatively
simple, and can provide powerful descriptive insight.

2. Poverty Gap, Depth, and Poverty Severity

To study the depth of poverty, other measures are, therefore, required. An indicator related
to the depth of poverty is the income gap ratio, defined as the difference between the poverty
line and the average income (or consumption) of the population living under the poverty line,
expressed as a fraction of the poverty line:

where z is the poverty line and yp denotes the mean consumption of the poor.

The poverpoverpoverpoverpoverty gap indexty gap indexty gap indexty gap indexty gap index is another measure that captures the magnitude of poverty,
considering both the number of poor people and how poor they are. It is the combined
measurement of incidence of poverty and depth of poverty and is given by:
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which is the mean proportionate poverty gap across the whole population (zero gap for
the nonpoor).

PG is also called the Foster-Greer-Thorbeke (FGT) P1 measure. It can also be written as

where: HHHHH is the incidence of poverty, measured by the poverty head-count ratio defined
in para. 45, and IIIII is income gap ratio defined in para. 47.

The severity of pover severity of pover severity of pover severity of pover severity of povertytytytyty is the average value of the square of the depth of poverty for
each individual. The poverty severity index gives more weight to very poor than to less poor, and
is defined as:::::

While this measure has clear advantages for some purposes, such as comparing policies
which are aiming to reach the poorest, it is not easy to interpret. For poverty comparisons,
however, the key point is that a ranking of dates, places, or policies in terms of this index should
reflect well their ranking in terms of the severity of poverty. It is the ability of the measure to order
distributions in a better way than the alternatives that makes it useful, not the precise numbers
obtained.

The poverty gap and the poverty severity index are all members of the Foster, Greer, and
Thorbecke (1984) class of poverty measures and capture different aspects of poverty. They are
increasingly reported by national statistical agencies, and used by national authorities as useful
tools to monitor changes in poverty conditions over time.

D. Inequality MeasuresD. Inequality MeasuresD. Inequality MeasuresD. Inequality MeasuresD. Inequality Measures
Inequality refers to the dispersion of a distribution, whether that is income, consumption, or
some other welfare indicator or attribute of a population. Inequality is often studied as part of
broader analyses covering poverty and welfare, although these three concepts are distinct.
Inequality is a broader concept than poverty in that it is defined over the whole distribution, not
only the part of the distribution of individuals or households below a certain poverty line. Some
poverty indices incorporate inequality in their definition, for example, Sen’s poverty measure
contains the Gini coefficient among the poor.

A number of simple ratios are commonly used to measure inequality. This would include
(i) the share of the national income received by the bottom one or two deciles of the population;
(ii) the share of national income received by the top decile; and (iii) a comparison of the ratio
between the average incomes of the top and bottom decile groups. The OECD (Development
Action Committee) measures inequality by the income/expenditure of the poorest 20% of the
population divided by total income/expenditure of the whole population (poorest fifth’s share of
the national consumption).72
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72 See Julie A. Litchfield. 1999. Inequality: Methods and Tools. March. Text for World Bank’s website on Inequality, Poverty, and
Socioeconomic Performance. Available: www.worldbank.org/poverty/inequal/index.htm and OECD, Methodological Note, Indicator
Methodology Sheets, DCD/DAC(98)6/ADD. Available at www.oecd.org/dac/Indicators/htm/list.htm.
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The Gini coefficientGini coefficientGini coefficientGini coefficientGini coefficient is the most commonly used indicator of inequality:

where n is the population, y is the average income of the total population, yi and yj are the
income of individuals i and j.

Graphically, the Gini coefficient can be easily represented by different areas of the Lorenz
curve. The Gini coefficient is calculated as the area A divided by the sum of areas A and B. If
income is distributed completely equally, then the Gini coefficient is zero; if only one individual
owns all income, it is one.

The Gini coefficient has one major disadvantage: it is not additive. The Gini coefficient for
a group is not equal to the sum of the Gini coefficients for the separate subgroups in which the
group can be divided. For example, the Gini coefficient for the distribution of consumption in a
country is not equal to the sum of the Gini coefficients for consumption for the geographical
regions of the country. Another disadvantage of Gini coefficients is that they vary when the
distribution varies, no matter if the change occurs at the top or at the bottom or in the middle.

If a society is most concerned about the share of income enjoyed by the people at the
bottom, a better indicator may be a direct measure, such as the share of income that goes to the
poorest 10% or 20%.73 Alternatively, inequality could be described by the ratio of the share of
the top 10% to the total income or to shares of lower deciles.

Several other inequality measures, which address the problems associated with the Gini
coefficient but are not as popular, have been developed. This includes, for example, the Atkinson
class of inequality measures.

73 A. Coudouel and J. Hentschel. 2000. Poverty Data and Measurement. In World Bank (2000), Poverty Reduction Strategy Sourcebook.
Washington DC. Available at www.worldbank.org/poverty/strategies.
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Appendix 2
Sector and Thematic Reports

Suggested Outline of Contents of Sector and TSuggested Outline of Contents of Sector and TSuggested Outline of Contents of Sector and TSuggested Outline of Contents of Sector and TSuggested Outline of Contents of Sector and Thematic Reporhematic Reporhematic Reporhematic Reporhematic Reportststststs

Status of MDGs in concerned sector/thematic
area and contribution of ADB sector/thematic
work in achieving the MDGs.

MDG indicators, where
applicable, or intermediate
proxy indicators (as used
in CPSs/CPS Reviews);
RSDD assessments

Reports of UN agencies,
supplemented by data
from country sources;
country documents such
as CPS and CPS Reviews

Contributions to Country Level Operations74

1. Quality of thematic assessments and sector
assessments and road maps in CPSs finalized during
the review period

• Conformity with sector/thematic policies
• Linkage and integration to CPS outcomes and 3 pillars

of PRS
• Consistency of program with sector/thematic

assessments
• Depth, comprehensiveness, data quality
• Analysis of partnerships and work of other stakeholders

2. Sector/thematic implementation record
• Contribution to CPS outcomes
• Portfolio performance issues, implementation record

and development objectives, including trends at the
regional and institution-wide levels

• Lending and TA operations—commitment and
disbursement trends, region and institution-wide in
OCR, ADF and grants

3. Evaluation Analysis of broad trends including project
quality

1. Assessment of CPS
documents by RSDD

2. RSDD assessment based on
• Progress of key policy,

institutional changes, and
other important development
objectives being monitored

• Portfolio analysis

3. RSDD assessment based on
post-evaluation data

1. CPS documents

2. COSO data,75 SPD MIT
database,76 Country
Performance Assessments for
ADF countries, CPS Reviews,77

PPRs and other existing
reports, RD sources

74 OED has developed a framework for assessing the soundness of strategy which may be considered. This involves assessing: (i) adequacy of strategic
gap analysis through establishment of baseline indicators and timebound targets; (ii) quality sector analysis; (iii) adequacy of option identification;
(iv) internal integrity of strategy; (v) partnership and external consistency; (vi) positioning in terms of organizational competence and comparative
advantage; (vii) acceptability of strategy by key stakeholders; (viii) feasibility of strategy; (ix) basis for strategy selection.

75 The PPMS system needs to reflect sector implementation information more meaningfully. SPD, COSO, OIST, and RSDD should coordinate to ensure that
such information is available from the system.

76 Available in W drive under SPD.
77 The CPS Reviews should cover progress of key policy and institutional reforms identified in the CPS sector road maps and thematic assessments that are

necessary for implementation of the CPS.

3. PCRs/TCRs; PPARs/TPARs and
other OED sources, RD
sources

continued on next page

Main Subjects Indicators/Method Source of Data/
of Assessment Method of Feedback

Status of MDGs in the Concerned Sector/ Thematic Area in Region
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Contributions to Regional and Subregional Contributions to Regional and Subregional Cooperations

1. Contribution of sector/theme to RCPS
2. Regional activities conducted in sector/thematic area

1. Assessment of contribution
to RCPS outcomes

2. Assessment of regional
activities by RSDD

1. RCPS documents, MIT data
2. Report from departments on

subregional activities, RSDD
sources for regional activities,
MIT data

Contributions to Sector/Thematic Policy/Strategy

1. Contribution of lending and nonlending activities to key
elements of sector/thematic policy or strategy (specify
examples of key elements in individual guidelines)

2. Issues encountered in policy/strategy implementation
and whether review is necessary

3. In case of sectors, mainstreaming of themes in sector
area; in case of themes, mainstreaming sector wise.

RSDD assessment Based on RRPs, TA papers,
completed PCRs, TCRs,
PPARs, TPARs, CPS completion
and evaluation reports, special
evaluation studies.

Contributions to Knowledge Management and Good Practices

1. Spread of good practices in sector/thematic area
2. Knowledge generation in ADB
3. Knowledge dissemination

RSDD assessments of all KPS
including ESW, guidelines, tool
kits, etc.

Skills mix and adequacy (use competency framework
if available)

Human Resources

RSDD analysis of
1. Gaps/surpluses of specialist

positions in departments78

2. Unfilled vacancies
3. Percentage of specialists

completed ADB training
requirements

RSDD information base
supplemented by information
from RDs and networks

BPMSD data sources
supplemented with information
from RDs and networks

Partnerships

1. Funding generated, including bilateral funds
2. Participation of NGO/civil society
3. Harmonization

RSDD assessment based on
1. Cofinancing generated

(including parallel)
2. Bilateral grants and funds

generated
3. SWAPs approved
4. Proportion of projects with

NGO/civil society participation
5. Number of joint projects,

conferences

Overall RSDD recommendations

1. OCO/RDs/PSOD data
2. OCO/RDs/MIT data/RSDD
3. Report from RDs
4. NGO Center/report from RDs
5. Reports collected from

departments

78 Assessment of gaps may require collecting information on actual number of specialists working in the specialist positions as opposed to number of
specialists recruited.

Recommendations Regarding Future Activities

In the light of past performance and on basis of analysis
of each of the aspects highlighted above, what changes
are required for more effective sector/thematic outcomes
in the future, including
• Recommendations about future program
• Suggestions regarding knowledge management
• Suggestions on project quality and quality of sector/

thematic assessments and road maps
• Analysis of existing policy/strategy and whether review

necessary
• HR and other suggestions

RSDD information consultation
with networks

Main Subjects Indicators/Method Source of Data/
of Assessment Method of Feedback
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Appendix 3
Millennium Development Goals

Goal 1Goal 1Goal 1Goal 1Goal 1 ::::: Eradicate extreme poverEradicate extreme poverEradicate extreme poverEradicate extreme poverEradicate extreme poverty and hungerty and hungerty and hungerty and hungerty and hunger
Target 1 : Halve, between 1990 and 2015, the proportion of people whose income is less

than $1 a day
Target 2 : Halve, between 1990 and 2015, the proportion of people who suffer from hunger

Goal   2Goal   2Goal   2Goal   2Goal   2 ::::: Achieve universal primary educationAchieve universal primary educationAchieve universal primary educationAchieve universal primary educationAchieve universal primary education
Target 3 : Ensure that by 2015, children everywhere, boys and girls alike, will be able to complete

a full course of primary schooling

Goal 3Goal 3Goal 3Goal 3Goal 3 ::::: Promote gender equality and empower womenPromote gender equality and empower womenPromote gender equality and empower womenPromote gender equality and empower womenPromote gender equality and empower women
Target 4 : Eliminate gender disparity in primary and secondary education, preferably by 2005;

in all levels of education, no later than 2015

Goal 4Goal 4Goal 4Goal 4Goal 4 ::::: Reduce child morReduce child morReduce child morReduce child morReduce child mortalitytalitytalitytalitytality
Target 5 : Reduce by two thirds, between 1990 and 2015, the under-5 mortality rate

Goal 5Goal 5Goal 5Goal 5Goal 5 ::::: Improve maternal healthImprove maternal healthImprove maternal healthImprove maternal healthImprove maternal health
Target 6 : Reduce by three quarters, between 1990 and 2015, the maternal mortality ratio

Goal 6Goal 6Goal 6Goal 6Goal 6 ::::: Combat HCombat HCombat HCombat HCombat HIV/AIIV/AIIV/AIIV/AIIV/AIDS, malaria, and other diseasesDS, malaria, and other diseasesDS, malaria, and other diseasesDS, malaria, and other diseasesDS, malaria, and other diseases
Target 7 : Have halted by 2015 and begun to reverse the spread of HIV/AIDS
Target 8 : Have halted by 2015 and begun to reverse the incidence of malaria and other major

diseases

Goal 7Goal 7Goal 7Goal 7Goal 7 ::::: Ensure environmental sustainabilityEnsure environmental sustainabilityEnsure environmental sustainabilityEnsure environmental sustainabilityEnsure environmental sustainability
Target 9 : Integrate the principles of sustainable development into country policies and programs

and reverse the loss of environmental resources
Target 10 : Halve by 2015 the proportion of people without sustainable access to safe drinking

water
Target 11 : Have achieved by 2020 a significant improvement in the lives of at least 100 million

slum dwellers



110 POVERTY HANDBOOK

Goal 8Goal 8Goal 8Goal 8Goal 8 ::::: Develop a global parDevelop a global parDevelop a global parDevelop a global parDevelop a global partnership for developmenttnership for developmenttnership for developmenttnership for developmenttnership for development
Target 12 : Develop further an open, rules-based, predictable, nondiscriminatory trading and

financial system (includes a commitment to good governance, development, and
poverty reduction, both nationally and internationally)

Target 13 : Address the special needs of the least developed countries (includes tariff- and
quota-free access for exports, enhanced program of debt relief for and cancellation
of official bilateral debt, and more generous official development assistance for
countries committed to poverty reduction)

Target 14 : Address the special needs of landlocked countries and small island developing states
(through the Program of Action for the Sustainable Development of Small Island
Developing States and 22nd General Assembly provisions)

Target 15 : Deal comprehensively with the debt problems of developing countries through national
and international measures in order to make debt sustainable in the long term

Target 16 : In cooperation with developing countries, develop and implement strategies for decent
and productive work for youth

Target 17 : In cooperation with pharmaceutical companies, provide access to affordable essential
drugs in developing countries

Target 18 : In cooperation with the private sector, make available the benefits of new technologies,
especially information and communication technologies
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