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Cordillera farmers are learning ways to better battle the natural
elements and human challenges in their rice and vegetable plantations

CHARM OFFENSIVE

By Rita Festin
Senior Media and External Relations Officer

SAGADA, PHILIPPINES

Domingo Kelly, 63 years old and a lifelong farmer in this world-renowned
and scenic part of the Cordilleras, has endured many hardships and some-
how managed to get his seven children through high school. “I plant rice,
then cabbage and carrots alternately throughout the year,” he says. Yet
the income this third-generation farmer from Ilocos Sur earns from the

fields is not enough to feed his family—to make ends meet he has to seek additional
work.

   Upland farmers face colder weather, less water, lower yields, higher costs,
rugged topography, and greater distances from farm to market than
their lowland counterparts. Rice yields are 50% less than in the
lowlands, which yield about 3.5 tons per hectare.
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Under the Cordillera Highland Agricul-
tural Resource Management (CHARM)
Project, however, upland farmers are now
doubling and sometimes tripling their
earnings—thanks to irrigation schemes,
new infrastructure such as bridges and
farm-to-market roads, and training in new
farming methods.

Consulting with CHARM
CHARM is a 7-year project that aims to
reduce poverty in the Cordillera region by
increasing incomes of smallholder farm
families through a boost in agricultural
productivity and development of sustain-
able systems of resource management.
The Asian Development Bank (ADB)
financed almost half of the total project
cost, initially estimated at $41.4 million
when the project was approved in 1996.

So far, about 50,000 poor households in
82 villages in Abra, Mountain Province, and
Benguet have benefited from the project.
Other nearby villages are indirectly reap-
ing benefits from the project as well.

The communities under CHARM,
home to mainly indigenous people, were
consulted and mobilized throughout the
project on issues such as managing natural
resources. The idea is to involve them as
stakeholders, committed to the project’s
implementation from the planning stage,
on through maintenance and upkeep, and
even after completion.

With the project now in its final stages,
it is being maintained by beneficiaries them-
selves. Roads will have to be maintained by
local governments, irrigation systems by
farmer groups, and reforestation projects by
the community.

“I would want to believe that doing it
in a participatory manner the way we did
will really be the way to do projects rather
than the blueprint type,” says Cameron
Odsey, Project Director of CHARM. “We
really have to involve the primary benefi-
ciaries of the project, who are the farmers.”

The project has completed rehabilita-
ting 151.35 kilometers (km) of farm-to-
market roads, 644.5 meters (m) of spill-
ways, 95.4 m of bridges, 358.5 m of foot
bridges, 30 water supply schemes, and
52 community irrigation systems/projects.

Development also costs more in the
uplands: a farm-to-market road in the low-
lands would cost less than P1 million/km,
compared with P1.5 million–P2 million in

The idea is to involve
[the people] as stake-
holders, committed to
the project’s implemen-
tation from the planning
stage, on through main-
tenance and upkeep, and
even after completion
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VALLEY OF PLENTY (clockwise from top left)
Mother and child wait for a ride along
Halsema highway; water reservoirs irrigate
rice and vegetable terraces; farmer Domingo
Kelly stands beside one of 52 irrigation
systems; farmers harvest cabbage in
Benguet; the newly built Sumadel bridge
in Tadian, Mountain Province
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edges Mr. Odsey. “What is critical is for
farmers to be able to understand these
things and not rely on pesticides in manag-
ing and controlling farm pests and diseases.
In the past, farmers immediately sprayed
pesticides without knowing whether an
insect is indeed friendly or a pest.”

Training was also conducted on how to
grow vegetables and what crops to plant.
Research on high-yielding rice varieties for
the uplands was undertaken to determine
their potential to replace traditional vari-
eties. While results were positive, these
did not match farmers’ expectations of
taste, postharvest characteristics, and use-
fulness as food and in cultural traditions.

A major problem vegetable growers
now face is the entry into the local market
of cheaper imports. Locally grown veg-
etables are also uneven in size, while the
market wants uniform size.

In addition, as farmers’ children are edu-
cated, their new skills lead them to activi-
ties other than those needed on the farms.

“We are encouraging our compatriots to
buy our own products,” says Mary Buanzi,
Senior Agriculturist of Mountain province.
“At least we are sure of our products, un-
like the imports. We do not know their pro-
duction process; they might contain too
much pesticide. At least if we buy our own,
we know the processes involved in their
production.”

Upland farmers toil on despite the
challenges. But improvements to their
way of life brought about by projects such
as CHARM will help ensure continuity of
centuries-old traditions for generations to
come. 

For some
members of local
communities,
the project
marked the first
time they had
benefited from
a national
government
project of
this scale

the uplands.
New and rehabilitated irrigation sys-

tems have enabled farmers to harvest two
to three times a year, instead of just once
a year. In terms of reforestation, it has es-
tablished a total of 6,560 hectares (ha) of
plantations (reforestation, agroforestry,
and enrichment planting) while maintain-
ing 6,150 ha for forestry and 410 ha for
agroforestry.

Cheaper Imports a Threat
For some members of local communities,
the project marked the first time they had
benefited from a national government
project of this scale.

Catherine Kibatay, who owns a small
store overlooking an irrigated farm in
Aguid, Sagada, Mountain Province, notes
the improvement in her community.
“Abandoned fields are planted with rice
again as irrigation water is made avail-
able and distributed evenly,” she says.
“We thank the CHARM Project for re-
habilitating the irrigation system. It’s
helpful to the farmers.”

It is with CHARM’s assistance that the
first ancestral domain title in the country
was issued by the National Commission
on Indigenous Peoples. To date, it has sup-
ported the issuance of certificates of an-
cestral domain titles of almost 140,000 ha
and the preparation of ancestral domain
sustainable development and protection
plans in six municipalities, thus improv-
ing land tenure in project areas.

For the agricultural support services,
farmers underwent a 4-month integrated
pest management course on ways to prop-
erly use fertilizer and to avoid the use of
pesticides. They were taught about the
effects of pesticides on human health, the
environment, and on insects—both friend-
ly and harmful. By showing farmers the
proper use of pesticides and their harmful
effects, and alternative ways to control
pests, they were able to reduce chemical
pesticide use by 70%.

“The war with pests goes on. There are
emerging pests that evolve,” acknowl-

P H I L I P P I N E S
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By Rita Festin
Senior Media and External Relations Officer

SAN PEDRO, LAGUNA

V ilna Rafal and her family
used to live in a home along
da riles, just like in a popu-
lar Philippine television
sitcom, struggling to sur-

vive and risking life and limb in the infor-
mal settlements that cling closely to the
railway tracks of Muntinlupa in Metro
Manila. Now they live in dreamland.

Alongside 426 other families who used
to live in Muntinlupa, Ms. Rafal and her
family have their own home and livelihood
in Dreamland Heights, San Pedro, Laguna,
south of Metro Manila. The move was
made possible by a $1 million grant from
the Asian Development Bank (ADB)’s
Japan Fund for Poverty Reduction (JFPR).

The project is a model for relocating
informal settlers, and will also provide gui-

dance to the $50 million ADB loan project
on Metro Manila Urban Services for the
Poor.

Dreamland residents are given liveli-
hood opportunities, including access to
jobs in the city, new job opportunities at
the relocation site, and access to credit.
Bridge financing for off-site land purchase
under the government’s Community
Mortgage Program is available. And basic
services such as water supply, sanitation,
and roads are being financed. There are
also sustainable revolving funds for hous-
ing construction, livelihood, and micro-
enterprise development loans for bene-
ficiaries, which, when repaid, will be
extended to additional communities.

Freedom from Fear
“Here, we no longer fear floods and
typhoons because it is elevated,” Ms. Rafal
says. Her new home is a 26-square meter
(m2) house on a lot of 36 m2 and adjoins
several row houses of the same size.

We feel so happy
with the change in envi-
ronment; I no longer feel
afraid for my safety

LIVING THE DREAM
A new community housing project has become a model for improving the lives of
informal settlers in the Philippine capital

TOO CLOSE FOR COMFORT Families that
were once crowded along the dangerous
railway track (below and right) have
found new homes and a safer
environment in Dreamland

Vilna Rafal, Dreamland Heights resident

“ “

DREAM COME TRUE Philippine Vice-President
Noli de Casto (fourth from left) poses with Vilna
Rafal (second from right) and her family at her
new Dreamland home, along with officials from
the Muntinlupa Development Foundation

ADB Review 38_1 FINAL FA 2.pmd 5/26/2006, 11:58 AM6
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The site of about 2 hectares in Barangay
United Bayanihan is about 8 kilometers
from their former homes. It was selected
and named by the residents themselves.

“We feel so happy with the change in
environment; I no longer feel afraid for my
safety…in my old home near the Muntin-
lupa railways, whenever I left the house, I
always got nervous when a train passed by.”

Twenty years ago, Vilna’s then 2-year-
old daughter was almost run over by a train
in Muntinlupa. And 2 years ago, her hus-
band Rene only just escaped unscathed
when he stepped in to carry another child
out of the train’s way. The trains pass ev-
ery 30 minutes on weekdays and every
hour on weekends.

“We are thankful to ADB that we were
chosen as a beneficiary out of so many de-
pressed areas,” says 49-year-old Vilna. In
her new home, she crochets blouses, bags,
and other novelty items for a living. She
also sells purified water in the community.
Her husband is a construction worker and
is a volunteer member of the barangay (vil-
lage) police. They have six children.

The local government will protect their
vacated areas in Muntinlupa from being
inhabited by other informal settlers by
establishing greenbelts and community
gardens, among other efforts.

Self-Help Approach
The project adopted a community-based,
self-help approach to relocate informal
settlers by forming a cooperative relation-
ship among local government units, non-
government organizations, and people’s
organizations in both the sending and
receiving municipalities. This aims to
avert economic dislocation among com-
munities.

The 427 families, out of an estimated
9,000–12,000 households, were selected
from two urban poor, trackside communi-
ties in Buli and Cupang in Muntinlupa.
The communities are Maralitang Nagka-
kaisa sa Tramo Buli and Cupang Tramo
Neighborhood Association.

“The new community at Dreamland
Heights provides a decent, well-equipped
living setting without the constant danger
from passing trains,” says Michael Lindfield,
an ADB senior housing and urban develop-
ment specialist. “To ensure the project’s
success, it was shaped by the beneficiaries
themselves and not imposed on them.”

The total cost of the Muntinlupa
project is $1.2 million. The Muntinlupa city
government provided $200,000 for land
purchase, site development, and housing
construction. The executing agency is the
Department of Social Welfare and Devel-
opment while the Muntinlupa Develop-
ment Foundation is the implementing
agency. The project was also made possible
in partnership with the National Housing
Authority, Habitat for Humanity, and the
municipal government of San Pedro,
Laguna, in coordination with the Housing
and Urban Development Coordinating
Council, Department of Education, and
Department of Finance.

The project kicked off in August
2001, when Philippine President Gloria
Macapagal-Arroyo visited the Muntinlupa
railways site to witness the signing of a
memorandum of agreement between the
Philippine government and ADB.

Now, residents such as Vilna and Rene
Rafal and their family have a safe, orga-
nized living environment where they no
longer have to fear for their lives each time
a train passes. 

To ensure the
project’s success,
it was shaped by
the beneficiaries
themselves and not
imposed on them

“ “

Michael Lindfield
ADB Senior Housing and

Urban Development Specialist
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IN THIS TOGETHER Then ADB President
Tadao Chino (top, left) chats with Vilna
Rafal in her former home by the railway
tracks; (above) ADB’s Matthew Westfall
(left) and Habitat for Humanity officials,
led by founder Millard Fuller (second
from right), at Dreamland Heights
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By Floyd Whaley
External Relations Specialist

ANGELES CITY, PAMPANGA

Henry Peñaflor lives with his
wife and four children in a
rough shack on somebody
else’s land in Angeles city,
Philippines. The 45-year-

old motorcycle taxi driver’s face lights up
when he talks about the prospect of own-
ing his home.

“This is my lifelong dream,” he says with
a wide smile. “It is my chance to change the
way my family lives, to pass something on
to my children.”

More than 40% of urban families in the
Philippines live in makeshift housing, ac-
cording to government statistics. This fig-
ure is expected to reach 60% by 2010.

A housing assistance project, which is
funded by an Asian Development Bank
(ADB) loan of $30 million, is helping address
the problem. Mr. Peñaflor and hundreds of
other families throughout the country will

A housing assistance project funded by ADB is helping hundreds of poor
families in the Philippines own homes

get a chance to own their homes through
the groundbreaking program.

The Development of Poor Urban Com-
munities project involves various innova-
tions, says Richard Ondrik, former senior
programs coordination specialist in ADB’s
Philippines Country Office.

Community Spirit
Rather than simply give housing to people,
the program helps them build their own
homes. This increases their stake in main-
taining the community.

“With many government-led mass hous-
ing programs, people are not asked what
type of housing they want or what style
of community they want to live in,” says
Mr. Ondrik. “They are told, ‘you should be
happy. We are going to relocate you to new
housing.’” Often it is a high-rise flat, distant
from their work and family ties, and with
only about 9 square meters of space.

“With this project, we work with the
community members to determine what
they want,” Mr. Ondrik says. “When people
get what they want, they care about it more.

It is of greater value to them, and they are
more likely to maintain it as a home for their
family. This is a matter of responding to
people’s housing needs and their sense of
belonging to a community.”

The project also tackles head-on the
perennial problem of how to collect mort-
gage payments from poor families who live
in government-supplied housing. Simply
put, when the government is the landlord,
people often do not pay their rent or house
payment, even when it is a small amount.

Recovering Costs
To solve the problem—called “cost recov-
ery” by bankers and development profes-
sionals—the project is engaging micro-
finance institutions to extend loans in ways
that the commercial banking system will
not. These include offering smaller loans,
over shorter periods, for home improve-
ment or building houses little by little.

“Public housing programs have fared
poorly in their cost recovery efforts,” says
Solomon Castro, a lawyer with the govern-
ment of the Philippines who is working on

A Home of Their O

BUILT RIGHT Rather than
simply give housing to people,
the program helps them build
their own homes

ADB Review 38_1 FINAL FA 2.pmd 5/26/2006, 11:58 AM8



9April–May 2006

the project. “Yet, microfinance institutions
have shown that with financial counseling
and collection programs tailored to their
needs, the poor can in fact repay their loans.”

Other innovative techniques being tried
in the project include titling the land that
is offered to families in the program so that
they are owners of their homes, not simply
tenants. This gives them a greater stake in
their community. It also involves local gov-
ernments providing basic infrastructure,
which gives more control to local commu-
nities, rather than offering infrastructure
that the national government built.

 “Some of these elements have been
involved in other projects, but the idea of
packaging them together is new,” says Mr.
Ondrik.

The project is broken into three parts.
In the first phase, the Development Bank
of the Philippines (DBP) will lend funds
from the ADB loan to city governments to
develop basic infrastructure services in
communities where the majority of people
live below the poverty line. Money will also
be used to distribute land titles.

In the second phase, DBP will estab-
lish microcredit facilities for home improve-
ment, new housing, and small business
loans. Many of the housing credits will be
recycled through the microfinance institu-
tions to more beneficiaries as borrowers
become eligible for long-term mortgage
loans under the government’s Community
Mortgage Program.

About 10,000 loans will be provided for
small enterprises, which could generate jobs
for about 40,000 households and benefit as
many as 100,000 people.

In the third phase, DBP and the Phil-
ippine government’s Housing and Urban
Development Coordinating Council will

train communities and local government
officials on how to decentralize the process
of addressing the housing needs of the poor.

“The three components of the project
work together to offer people the opportu-
nity to own and improve their home, and
make a living,” says Michael Lindfield, ADB
senior housing and urban development spe-
cialist. “This differs from previous slum-
upgrading initiatives that have had limited
success.”

A Broad Outreach
The project is currently working to pre-
pare sites and communities in Victorias,
Mandaue, Bacolod, Passi, Bago, General
Trias, Iloilo, Butuan, and Cadiz cities.
It will be expanded later to about 20 cit-
ies and is expected to benefit more than
20,000 urban poor families.

A groundbreaking for the first sub-
project was held in October 2004 in Ange-
les city, the first urban area of the initial six
communities where the approach will be
tested. Philippine Vice President Noli de
Castro, chair of the Housing and Urban
Development Coordinating Council, and
Mr. Lindfield were on hand for the event.

Mr. Peñaflor, who was left homeless
more than a decade ago by the eruption of
Mount Pinatubo, attended the ceremony,
with many members of the 67 families who
will take part in the pilot program in An-
geles City. The families will move to a site
not far from where they are living now,
which is situated beside a furniture fac-
tory where many members of the commu-
nity work.

The difference between their old neigh-
borhood and the new one is that rather than
living in makeshift shacks on someone else’s
land, they will build and own their homes
in a new community.

“After Mount Pinatubo, we didn’t know
if we would ever have a place to live again,”
says Mr. Peñaflor, standing outside the small
store that his wife operates. “Now, we have
a chance to own our home and pass it on to
our children.” 

BETTER LIVES (from top) Basket-making
is one way of earning money; this factory
provides jobs in Pulungbulu; Henry
Peñaflor, president of the local community
association, drives a motorcycle taxi for a
living while his wife Melba runs a store

When people get what they want, they care about
it more. It is of greater value to them, and they are more
likely to maintain it as a home for their family

Richard Ondrik, former Senior Programs Coordination Specialist
ADB Philippines Country Office

“ “

Ia
n 

G
ill

 (x
4)

P H I L I P P I N E S

ir Own

ADB Review 38_1 FINAL FA 2.pmd 5/26/2006, 11:58 AM9



10 April–May 2006

BUFFALO
BONANZA

By Ian Gill
Former Principal External Relations Specialist

TALAVERA DISTRICT, NUEVA ECIJA

Ernesto “Erning” Ramos, one of
12 children of a rice farmer,
dropped out of school after
sixth grade because funds were
short. Now, at 52, he’s also a

farmer and has five children—but he’s
sending them all to school.

His eldest daughter, Mayeth, 25, is a
treasurer in a local cooperative after gradu-
ating from college in computer science.

One reason Mr. Ramos is able to give
his children an education is that he is mak-
ing a handy profit from what started as a
sideline a few years ago—selling carabao
(water buffalo) milk.

Mr. Ramos is one of about 1,000 farm-
ers in this district of Nueva Ecija province,
a few hours’ drive north of Manila. They
are taking part in an Asian Development
Bank (ADB)-assisted Agrarian Reform
Communities project to help farmers
boost their often unpredictable and insuf-
ficient income from the land.

Standing next to a tethered carabao,
Mr. Ramos says he obtained his first buf-
falo in 1999 and now has six. By selling

milk from a single carabao to a local coop-
erative, he can earn P35,000 ($685) in
7 months. That is almost as much as he
makes from the two rice crops he harvests
each year on his 3-hectare farm.

Such livelihood projects—ADB is fi-
nancing schemes for 165 similar commu-
nities countrywide—are helping break
a vicious cycle in the Philppine govern-
ment’s land reform program.

“Many farmers who receive land under
the program frequently mismanage the
land through lack of skills and technology.
They borrow money using the land as
collateral and often end up losing the
land,” says Bobur Alimov, an ADB project
economist. “Earning this extra income can
break the cycle.”

 In a wider context, a recent ADB study
shows that poverty results from being de-
prived of essential assets, including edu-
cation, drinking water, credit, housing, and
land. “Our project is designed to give the
rural poor access to some of these assets,
and to leverage the intrinsic enthusiasm
and entrepreneurial capability of Filipi-
nos,” says Tom Crouch, Country Director
of ADB’s Philippines Country Office.

In Talavera district, cooperatives typi-
cally collect 1,200–1,500 liters of carabao
milk a day, paying farmers between P250
($4.90) and P500 ($9.80).

In turn, the cooperatives sell 80% of
the raw milk to big processors in Bulacan,
Subic, and Metro Manila. Much of the
rest is processed at a local plant, where

women in white masks sit in a sterilized
room churning out products such as flavored
milk (chocolate and lacto juice), pastillas
de leche (milk candy), and white cheese.

Formed in May 2002, the local federa-
tion of cooperatives racked up a net profit
of P517,000 ($9,942) in 2003 and P302,000
($5,800) in 2004, says federation chairman
Jaime Ramos. It is a far cry from the days
when farmers sold milk on their own in the
local market. “There were so many small
sellers and the return was low—and cara-
bao milk is perishable,” notes Mr. Ramos.

This growing business—and other ac-
tivities under the project including hog-
raising and growing off-season vegetables
such as bittergourd, eggplant, and toma-
toes—have more than doubled the yearly

CASH CARABAO Erning Ramos began
selling carabao milk as a sideline, and
it is now a major source of income

An ADB-assisted project for
rural communities is signifi-
cantly increasing, if not
doubling, farmers’ income
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income of the average Talavera farmer to
P70,000 ($1,373) in 2005 from P30,000
($577) in 2002.

One major component here is a new 7-
kilometer road linking the countryside
with the town. Such access roads boost
farmers’ incomes by reducing the need for
middlemen and by providing better access
to inputs, such as seeds and fertilizers, as
well as markets. “This used to be a dirt
road, and some farmers hired a pushcart
to take their produce to market,” says
Joyce Ramones, project manager for the
Department of Agrarian Reform. The road
was finished in 2004.

A goal of the project is for local farm-
ers to make enough money from carabao
milk in 3–5 years’ time so that they will
be able to save their farm income.

For Erning Ramos, the future may
already be here. He used to borrow money,
he says, but he has repaid his debts, owns
a motorcycle taxi, and is educating his
children. 

HEALTHY INVESTMENTS (from top)
Farmers dry their rice harvests on the
roads; A worker in the milk processing
plant churns out milk candy; hog-raising
is another income-boosting activity in
Talavera
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Our project is
designed to give the
rural poor access to
some of these assets,
and to leverage the
intrinsic enthusiasm
and entrepreneurial
capability of Filipinos

Tom Crouch, Country Director
ADB Philippines Country Office
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By Rita Festin
Senior Media and External Relations Officer

MACALEENG, PANGASINAN

ievenido Caasi, 62, considers
himself lucky. After years of
engaging in dynamite fishing,
he still has all his fingers. Other
fisherfolk are not as lucky,

missing several fingers or even a whole arm
from this destructive form of fishing.

Ben is no longer into dynamite fishing
these days, but he still lives just as danger-
ously. In his new role as a member of the
bantay dagat (sea patrol), he makes sure that
only legal means of fishing are practiced in
his town of Macaleeng, Pangasinan. He is
on guard against commercial fishing boats
from other towns engaged in illegal forms of
fishing in his territory. The death threats he
gets do not faze him. “This is my way of
paying back what I destroyed,” he said.

Ben heads the Macaleeng Samahang
Multi-Sectoral ng Barangay that is respon-
sible for guarding the 48.5 hectare (ha)
Panacalan Island Fish Sanctuary in his town.
Ben and his men guard the sanctuary in
support of the government through local
laws formulated with the Fisheries Re-

Saving the Fish
for Tomorrow
A fisheries project teaches
coastal communities to
protect their resources

source Management Project (FRMP). No
fishing is allowed inside this sanctuary, and
Ben and his group make sure of that.

Two people’s organizations patrol the
sanctuary voluntarily, and Ben belongs to one
of them. Volunteers also serve as tourist
guides. The project provided them the boat,
binoculars, and communications equipment
for their patrol duties. On the side, they have
a seaweed livelihood project supported by
a grateful town mayor.

Nowadays, Ben is still both a fisherman
and a guardian of the sea. His efforts have
enabled him to increase his fish catch by at
least half a kilogram for every 2–3 hours of
fishing. And this time around, his con-
science is clear that he is not causing any
damage to the environment.

Protecting Livelihoods
The Philippines has one of the world’s
richest biogeographic areas with a wide di-
versity of marine life. It is a natural fish-
ing ground with 150 million ha of marine
waters surrounding its 7,107 islands. Its
coastline of 17,640 kilometers (km) is five
times its land area. Fisheries, therefore, is
a main source of livelihood for millions of
Filipinos living along the coastal areas,
most of whom earn below the poverty line.

The FRMP therefore has an important
task to do, which is to reverse the trend of
declining fisheries resources in municipal
waters—the area within 15 km of the
shore—caused by overfishing and destruc-
tive fishing using dynamite, cyanide, and
fine mesh nets. The project is being imple-
mented in 18 out of 26 priority bays around
the country, in 100 municipal communi-
ties in 11 out of 15 coastal regions.

It is a 6-year project being implemented
by the Department of Agriculture through
the Bureau of Fisheries and Aquatic Re-
sources and funded by the Asian Develop-
ment Bank (ADB) and the Japan Bank for
International Cooperation.

This year, as the project draws to a
close, it can boast of successfully fulfilling
its main mission of reversing the declin-
ing production of municipal fisheries. Pro-
duction has increased by an annual average
of 2.6% since 1999, its first year of imple-
mentation. Enhanced habitats have im-
proved the volume of fish catch and its
sizes; certain species that have stayed away
after years of destructive fishing have even
returned.

The project encourages small-scale
fisherfolk to seek alternative forms of live-
lihood such as cottage industries or mari-
culture to augment their income from
fishing. The top livelihood alternatives are
seaweed culture, bangus (milkfish) deboning,
fish drying, and grouper culture. As of May
2005, a total of 217 livelihood projects have
been provided to about 6,619 beneficiaries.
Nongovernment organizations have helped
fisherfolk form self-help groups, mobilize
savings, develop small businesses, and re-
habilitate and manage fisheries resources.

One such partnership between a live-
lihood center and a town is in San Fabian,
Pangasinan. Mayor Mojamito Libunao says
he strongly supports the bangus deboning
and smoking project of the FRMP by mar-
keting the end-product. “It is something
we feel we should support first because

GUARDIAN OF THE SEA
Ben Caasi protects the
waters near his hometown

B
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the capital investment is not so much. A
large part of the investment is in educating
and instructing the beneficiaries. And
these are beneficiaries who really need the
additional income,” he said.

The project also strengthened the ca-
pacity of government agencies in managing
their fisheries resources at the local level.
Seventy-two coastal communities have
drafted their municipal coastal resource
management plans while 876 barangays
(villages) have prepared their own plans.
As a sign of the project’s high credibility
and success among local folk, even non-
FRMP areas have adopted ordinances of
nearby towns.

Promoting Awareness
Jessica Muñoz, FRMP project director,
stressed the strong role that local govern-
ments play in the project. “Before we start
the project, we sign agreements with lo-
cal government units where they commit
to the project and provide counterpart
funding. So they have a stake here, too.
It’s not a doleout. If you have a stake here,
your participation is more committed be-
cause you will nurture your investment.”

The project has established a fisher-
folk registration database that captures the
number of fisherfolk, gear, vessel used, and
landed catch.

The project’s information-education-
communication campaign promotes
awareness and community participation in
educating fisherfolk about the problem of
fish depletion and getting them involved

in resource rehabilitation activities. Even
schoolchildren are made aware of their
activities. Barangay learning and resource
centers have been established in major
coastal regions. Many local government
units have been trained by FRMP staff and
are now producing materials to suit their own
information dissemination needs, mostly in
local dialects. The Bureau of Fisheries and
Aquatic Resources-FRMP website, which
provides important fisheries information,
is an equally popular information tool, av-
eraging 20,000–35,000 hits per month.
Some municipalities are using the project’s
databases for their operations.

Ms. Muñoz says there was a strong
need for a grassroots-level information-
education-communication component.
“Fisheries management is basically a
change in attitude in people. Before,
fisherfolk were used to taking resources
for themselves. But here, there is control
and management of the resources from
where they get their livelihood. It is diffi-
cult to tell them not to get too much out
of these resources so we had to conduct a
massive information campaign among
fisherfolk and schoolchildren so they will
recognize the importance of managing
their coastal resources and have awareness
of environmental concerns.”

“The FRMP has been of great assis-
tance to us ever since it started in terms

SUSTAINABLE RESOURCES Milkfish deboning
is another livelihood opportunity that the
fisheries project supports

of education and training. More people are
now aware of environmental concerns,
especially for protecting our marine re-
sources,” says Mayor Gabriel Navarro of
Bani, who fiercely protects his town’s man-
grove rehabilitated area.

The project also has a community-based
carrot-and-stick approach to law enforce-
ment, specifically for the sea patrol. Ben is
only one of 1,174 persons who have been
trained in fisheries law enforcement under
the FRMP. Not all apprehensions, however,
end up in court as sea patrols try to resolve
disputes at the barangay level.

The need to protect Pangasinan’s vast
marine resources has never been as impor-
tant as today when it is actively promot-
ing itself as an ecotourism destination.
“The objective is to maintain its natural
beauty and protect the environment
within that area,” says Alaminos City
Mayor Hernani Braganza.

Ben’s 39-year-old son Harvey is also a
fisherman. He finished vocational school
training and applied for employment in
many offices to no avail. So he went back
to the sea for a living. His 16-year-old son
has completed high school and would like
to pursue a college degree as a computer
technician. But with meager financial re-
sources, he will likely end up fishing for a
living. The older Caasis are making sure he
still has some fish to catch. 

Ri
ta

 F
es

tin
 (x

3)

P H I L I P P I N E S

Before, fisherfolk were used to taking resources for
themselves. But here, there is control and management
of the resources from where they get their living
“ “

Jessica Muñoz, Fisheries Resource Management Project Director
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By Rita Festin
Senior Media and External Relations Officer

PUERTO PRINCESA, PALAWAN

A lmost P2 billion ($39.2 mil-
lion) worth of infrastructure
projects funded by the Asian
Development Bank (ADB)
in Puerto Princesa city is

boosting its P5.2 billion ($102 million) de-
velopment plan, which will make it ready
for a massive tourism promotion that aims
to bring in 600,000 tourists in only 3 years.

Known as the Philippines’ last frontier
because of its strong environmental pro-
gram, Puerto Princesa wants to be the
country’s number one tourist destination
for ecotourism. It is currently among the
top major tourist destinations in the coun-
try. At its height, tourism arrivals reached
170,000 but have since gone down drasti-
cally with the terrorism scare caused by 9-
11 and the infamous kidnapping by the
Abu Sayyaf at one of its popular island re-
sorts in 2001. Starting in the third quarter
of 2002, tourist arrivals have increased
with the city gaining popularity as a con-
ference and sports destination.

The man behind the city’s ambitious
development is Mayor Edward S.
Hagedorn. He says he is not in a hurry to
promote his city yet as he is still imple-
menting his development plans, which put
a premium on sustainable development
above all else. Among the government’s
infrastructure beautification and improve-
ment efforts are widening a main street,
Rizal Avenue; reclaiming the wharf; and

A BOOST FOR
TOURISM
With ADB’s help, Palawan is putting in place
new roads, sanitation services, and environmental
protection as it prepares for more tourism

putting a promenade along the boulevard.
He is also purchasing additional police cars
and hiring more police officers to beef up
the current police force.

Complementing his sustainable devel-
opment efforts are major infrastructure
projects funded by ADB that were recently
completed or are nearing completion, in-
cluding an arterial road network, sanitary
landfill, and fisheries project.

Catalyzing Development
The P1.6 billion Palawan North Road is a
134-kilometer (km) road stretching from
the city to Roxas, cutting travel time from
4–5 hours to just 1.5 hours. The concrete
road was made with a special concrete
paver, making it much smoother than nor-
mal concrete roads. Engineers boast that
it is a world-class road. The road, com-
pleted in 2004, is part of ADB’s Sixth Road
project that aims to improve infrastructure
in the countryside to boost economic de-
velopment. The project, located along the
northeast coast of Palawan, consists of the
80.34- km Puerto Princesa–Langogan road
and the 54.14-km Langogan–Roxas road.

“These nice roads are a catalyst for de-
velopment. Normally, investors, when they
come, first look at the road network for
the delivery of goods and products. Roads
are a major aspect of development,” says
Mayor Hagedorn. “We would like to thank
ADB for making us a part of their major
programs, particularly in infrastructure.”

The Palawan North Road boosts the
tourism economy of the province, which
is one of only two industries after agricul-
ture. It leads to major tourism spots, in-

cluding Honda Bay, Underground River,
and its famed world-class resorts.

Managing Solid Waste
Another ADB-funded project is the P200
million ($3.9 million) sanitary landfill in
barangay Sta. Lourdes, touted to be the
first local government-controlled sanitary
landfill in the country. It was one of the
projects submitted for ADB funding in
1991 under the Philippine Regional Mu-
nicipal Development project. It is now op-
erational and the mayor is inculcating solid
waste management among his constitu-
ents by having a proper waste disposal from
the source.

“If you don’t have a comprehensive
solid waste management program and you
get a huge influx of tourists, you won’t
know how to address the garbage problem.
So we’re lucky that before the influx of
more tourists, we are now ready for a mas-
sive solid waste management program,”
Mayor Hagedorn says.

The project will cover the entire urban
population and more than half of the rural
population. The required capacity is for 20
years’ waste generation. With the imple-
mentation of the zero waste management
program under Republic Act 9003, the city
expects that the life span of the sanitary
landfill will extend to 50 years or more.

The sanitary landfill will be imple-
mented in six phases on a 26.9-hectare
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lot. Phase 1 covered the construction of
a leachate treatment plant and pumping
station; composting plant; and auxiliary
facilities such as access road, perimeter
fence and gate, cutoff ditches and drain-
age system, monitoring wells, protection
dikes, gas vents, waste recovery shed,
equipment yard and wash bay, weigh-
bridge, guardhouse, and administrative
building. Dump trucks and a landfill
vibratory compactor were also purchased.

Fish Sanctuaries
The third ADB project in the city is the
Fisheries Resource Management project,
which supports the strong environment
vision of Mayor Hagedorn. Under the
P40 million ($784,300) project, 370 hect-
ares have been declared fish sanctuaries,
prohibiting fishing and any other human
activity. “We are achieving our goal of
sustainable development and poverty
reduction,” says the mayor. The city also
maintains mangrove nurseries.

The project has an income diversi-
fication component that provides micro-
financing for activities such as crab fatten-
ing and fish drying. The project is targeted
at promoting sustainable livelihoods for
fisherfolk who were once engaged in de-
structive and/or unsustainable means of
fishing. It covers 56 coastal barangays (vil-
lages). In Honda Bay alone, 18 coastal
barangays benefit from the project while

22 are covered in Puerto Princesa Bay.
Ironically, the mayor has a strong envi-

ronmental advocacy not because he has
been an environmentalist all his life, but
because he was among the first loggers in
Palawan. “The turning point was when I
was elected mayor in 1992. It was a hum-
bling experience that I am not from here
and yet I was elected. That’s what changed
my outlook. Because of the trust and con-
fidence of Palaweños, I promised I am go-
ing to protect the resources that rightfully
belong to them.”

This strong environmental advocacy has
had its rewards, garnering for the mayor and
his city numerous environmental awards
from both local and international organi-
zations. 

ARE WE THERE YET? Palawan’s North Road
has slashed travel time (above left); this
landfill (above) is part of a new sanitation
project; a mangrove seedling farm in
Puerto Princesa (right)

Because of the trust and
confidence of Palaweños,
I promised I am going to
protect the resources that
rightfully belong to them

Edward S. Hagedorn
Puetro Princesa Mayor

“ “
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A year after the tsunami,
over 50,000 Acehnese are
still living in tents. The daily
rains in Aceh add more
misery to those without
shelter. The government,
donors, and nongovernment
organizations are racing
to build them houses.
The target: 78,000 houses
built in 2006. ADB is work-
ing to support this effort.

PICKING UP
THE PIECES

Photos by Ayun Sundari
External Relations/Civil Society Liaison Officer
Indonesia Resident Mission

KEEPING UP WITH THE DEMAND
 Workers are busy preparing
temporary housing in Lampineung

16 April–May 2006

BUSINESS AS USUAL
Women at the market
in Banda Aceh
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DAY’S CATCH
Unloading fish
at Lampulo

SMILE A young
woman in
front of the
grand mosque
in Banda Aceh

17April–May 2006
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Graham Dwyer
External Relations Specialist

PATONG, PHUKET PROVINCE, THAILAND

On a balmy Saturday night at
Phuket’s Patong Beach, you
could be forgiven for think-
ing that the Indian Ocean
tsunami never happened. It

feels like business as usual at the resort
town—a concrete cacophony of neon
lights, hotels, bars, restaurants, nightclubs,
money changers, and stores crammed with
sunseekers.

At this shrine to leisure there are
few palpable reminders of the tragedy of

26 December 2004, when the sea sud-
denly disappeared and the tsunami waves
from a distant offshore earthquake lashed
the town, destroying many buildings,
vehicles, and people in their wake.

Small blue warning signs along the
beachfront now offer directions to the
nearest tsunami evacuation zones. Be-
neath them, street vendors peddle tsu-
nami souvenir booklets and (pirated)
DVDs. However, the heavy reconstruction
taking place along the beachside walk-
way could almost be taken for routine
improvements or beautification.

Patong is among the most popular
destinations of Thailand’s Andaman coast,
a region comprising the provinces of

Phuket, Krabi, and Phang Nga that saw
more than 5,000 lives—about 2,000 of
them foreigners—lost to the tsunami and
property damage estimated at $400 mil-
lion. In the process, the tsunami shook
the very lifeblood of the Andaman re-
gion—tourism.

Much of the 12 months after the tsu-
nami saw a massive slump in visitors. In
response, the Thai tourism industry has
made an unprecedented effort to lure
back visitors.

“We are seeing a continuous process of
recovery—tourists have come back about
50% compared with our target,” says
Pongrak Plaiweek, the Vice-Governor of
Phuket province, appointed just after the

Out of the Tsunami

TRAGIC REMINDERS A large boat (left)
killed many as it was dumped in the
middle of Baan Nam Khem by the waves;
tsunami videos are up for sale at Phuket’s
Patong Beach (right); tsunami warning
signs (far right) now dot the Andaman
beaches; makeshift memorials to the
victims are scattered through the area
(opposite page, bottom)
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tsunami. “We are planning to look to Aus-
tralia to attract a new market of tourists.”

With a resurgence in arrivals since the
last quarter of 2005, the Thai government
and the affected provinces are anticipa-
ting at how they can better withstand
future shocks to build a new prosperity.

For this, they have requested the help
of the Asian Development Bank (ADB),
which has engaged a team of experts to
devise a common vision for the three prov-
inces based on the world’s best practices
that will guide the Andaman region’s de-
velopment for the next 10–15 years.

According to the draft subregional
plan, due to be finalized in June, Phang
Nga and neighboring Krabi provinces can

benefit from offering a different and high-
quality tourism product—encouraging
local people to develop their own tourism
and activities.

“Tourism is bypassing the local
people—even in Phuket the people work-
ing in the big hotels are from outside the
area,” says Stuart Gilchriest, a town and
tourism planner who is team leader of the
group of experts working on the project.

“We wanted a bit more equity in the
development so the community can parti-
cipate more—not just in the service in-
dustry.”

Included in the plan is a demonstra-
tion project in the Phang Nga village of
Ban Tha Lane, where presently a few ram-

shackle shacks nestle in a scenic bay
flanked by limestone cliffs. This will be a
model for the rest of the region in trans-
forming the community into one that is
self-sufficient and yet complementary to
the thriving honeypots of Phuket.

The project would see an interpreta-
tion and learning center built in the vil-
lage where there is already a thriving
locally owned kayaking operation, and
would teach fishing families the skills they
need to cook and cater for tourists and
take them out on their boats.

“The aim is to market a tourism that
is more community based—modeled on
ideas that have been tried in Southern
Europe,” adds Mr. Gilchriest. “The vision
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T S U N A M I  R E C O V E R Y

Thailand is working on a plan that will help its
tsunami-affected provinces build a new prosperity
and better withstand future shocks

ami’s Shadow
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is that these local villagers can be more
sophisticated in the services they offer.”

Phang Nga itself, about 100 kilome-
ters (km) north of Phuket, was one of
Thailand’s regions most severely affected
by the tsunami. The scars of the disaster
still run deep. In the sleepy coastal town
of Baan Nam Khem, for example, 10-
meter-high waves lashed the shore, tear-
ing through houses and boats like they
were made of paper and killing more than
1,500 inhabitants.

Today, the sound of rebuilding fills the
air as new bungalows are constructed for
the survivors or damaged structures are
repaired. But despite this buzz of activity,
a pall of gloom still hangs over the town.

At nearby Bang Nieng the mood is

eloquently expressed by a pyramid of rot-
ting flowers and faded photographs of
some of the tsunami’s foreign victims,
adorned with messages of sympathy from
countries like France, United Kingdom,
and United States. Just behind is a police
boat stranded in a field next to the main
Phuket-to-Bangkok road.

In the center of town, a bright orange
tug boat stands alongside the main road,
belying the death and destruction it
caused in arriving at its incongruous posi-
tion. Further on, another larger boat
dwarfs the house against which it rests,
having miraculously spared the building
(and its occupants) from annihilation as
it traveled inland on the crest of a mon-
ster wave.

Living in one of the hundreds of new
tsunami recovery homes nearby is Jannon
Paisalvorapan, 50, who ran 10 bungalows
on the beach before the disaster. She lost
everything in the disaster—including
some of her foreign guests

“I only had a small piece of land,” she
says, weeping. “I have no money to rebuild
my wooden huts. I don’t know my fu-
ture—I have no way to make a living. Ev-
ery time I ask for money [from the
government] I get ignored.”

She says that with large hotels taking
up all the coastal land, she has no chance
of moving back.

It was not only the small operators
that were badly hit. At the popular resort
area of Khao Lak, where pristine beaches

ALMOST BACK TO NORMAL
(Clockwise from left)
Reconstruction begins on
a shattered hotel at Khao Lak
beach; the entertainment strip
at Patong once more thrives;
boats waiting for tourists;
local residents are trying to get
back on their feet and rebuilding;
visitors are gradually returning
amid reconstruction

The tsunami has
shown that things
can be done better
and probably they
should be done better

Alfredo Perdiguero
ADB Senior Project Economist

“ “
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T S U N A M I  R E C O V E R Y

are surrounded by unspoiled rainforest,
manager of the Merlin Hotel, Krisda
Phanichyanondh, awaits the next wave of
visitors, as a flurry of reconstruction work
makes the coastline one large building
site.

“During last year we lost about 70%
of our business,” he says, adding that
about 30 of the well-appointed hotel’s
200 rooms were destroyed by the tsunami
while five guests were killed.

“Journalists came after the tsunami to
take photos of the damage but they have
never returned to see our reconstruction.
What we want to let the people know is
that we need the clients coming back. For
that we have to create a new confidence.”

The subregional plan is intended to

build some of that confidence, ensuring
that all reconstruction is carried out taking
into consideration and respecting the
region’s own culture, the needs of the local
people, and natural heritage, according
to Alfredo Perdiguero, an ADB senior
project economist and mission leader for
the planning project.

“Lack of land use planning, and des-
truction of corals and mangroves exacer-
bated the effects of the tsunami,” he says.
“The tsunami has shown that things can
be done better and probably they should
be done better.”

The plan is being drawn up in close
consultation with the local people through
a series of nine workshops in each of the
affected provinces. Researchers canvassed

1,000 local people, and 2,000 Thai and
foreign tourists, as well as national and
local government agencies and NGOs in
drafting the report.

“An Asian tsunami will probably not
come again for 200 or 300 years, if at all.
But there are many other disasters that
can happen in the region—whether fires,
disasters at sea, landslides, terrorism at-
tacks, or bird flu,” adds Mr. Perdiguero.

“The three provinces have to work to-
gether so that their economy, infrastruc-
ture, and people are ready. But above all,
the plan will make sure that the region
does not allow the slow destruction of its
natural resources and culture due to lack
of coordination and planning—that would
be the worst disaster of all.” 
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PHI PHI, KRABI PROVINCE, THAILAND

W hen the Indian Ocean
tsunami tore through
Thailand’s Phi Phi Island
on 26 December 2004, it

brought the deaths of not only 1,000
people but also of a way of life for many
islanders.

Lying about 40 kilometers east of
Phuket port, Phi Phi, Krabi province, was
long an idyllic haven for backpackers.
With most of the development situated
on a narrow strip of land bordered by
two beaches, waves crashed in from both
sides during the disaster, flattening the
somewhat ramshackle development and
leaving only the most sturdy structures
in the town.

Panaporn Prachamthong, 42, and
his partner, Pichamon Maijit, 33, lost
everything they had, including their mini
market-cum-tourist information center in
the town center.

“We want to come back but lost
100% of our business,” Mr. Panaporn
says. “Everything was broken, and we
can’t afford to have it rebuilt.”

They had leased their land from one
of the dozen landowners on the island
for the past 16 years. With no financing
available to rebuild in Phi Phi, they were
forced back to Krabi town on the main-
land, where with the help of a bank loan,
they opened a coffee shop and run a
news website about the island.

“Business is so difficult on the main-
land,” he says. “If I had a chance, I would
come back to Phi Phi.”

But he and many of the islanders have
accused the authorities of edging the
small traders out of Phi Phi, following the
tsunami. There are protest signs at key
points on the island berating the authori-
ties for neglecting the islanders.

“As you promised within one year Phi
Phi island would be restored,” one of the
signs says. “This has not happened and
we are very worried … is it because we
are just island people—are we not im-
portant?”

The redevelopment is catering not for
the Phi Phi people but only for big busi-
ness, Ms. Pichamon says. “If they build a
5-star hotel, what about us? We can’t
do business, only labor at the hotel.”

T S U N A M I  R E C O V E R Y

Death of a Way of Life
on Island Idyll

Having a legally binding development
plan for the region will protect the local
people, according to Alfredo Perdiguero,
ADB Senior Project Economist, who is
leading an ADB technical assistance grant
project to produce a common plan for
Thailand’s three most tsunami-affected
provinces, including Krabi.

“A plan will protect the weakest
people—the local people—from specu-
lation. It will protect them from people
coming from outside that want to take
their land and their resources,” Mr.
Perdiguero says.

The draft plan, due to be finalized
after a round of community consultations
in May, works on the principle of protect-
ing the areas that have not been devel-
oped and restructuring the areas that
have. Leisure and industry will be strictly
zoned so they complement rather than
conflict with each other. Polluting indus-
tries would not be allowed in coastal ar-
eas where the leisure image would suffer.
And the different regions would be
developed according to their strengths.

One element that the plan will not
include is massive constructions against
future tsunamis.

“The plan will make sure that people
are prepared and have the necessary pro-
cedures to save themselves,” says Stuart
Gilchriest, team leader of the experts
working on the plan. 

 We want to come
back but lost 100% of our
business. Everything was
broken, and we can’t af-
ford to have it rebuilt

Panaporn Prachamthong, business owner

“ “
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6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines

Fax +63 2 636 2648
adbpub@adb.org

www.adb.org/publications

Note: Prices do not include the cost of shipping.

Arrive Alive
ASEAN Regional Road Safety Strategy
and Action Plan
ISBN 971 561 592 9
Price: $15 (paperback)

This is a collection of the findings and
conclusions of the regional technical as-
sistance in Association of Southeast
Asian Nations (ASEAN) countries at the
meeting in Phnom Penh in November 2004. It discusses the
road safety program facing the ASEAN region and the pro-
posed regional strategy.

Asian Environment Outlook
Making Profits, Protecting Our Planet:
Corporate Responsibility for
Environmental Performance in Asia
and the Pacific
ISBN 971 561 598 8
Price: $15 (paperback)

This book identifies the market and so-
cial forces driving the private sector to-
ward more responsible environmental stewardship. It also
shows the need for governments, the private sector, and com-
munities to adjust their relations, and argues for enhanced
enforcement of environmental regulations by governments
even as they reach out to the private sector for stronger col-
laboration in environmental protection.

Better Learning, Better Future:
Education and Training Sector
Strategy for the Pacific
ISBN 971 561 583 X
Price: $10 (paperback)

This book provides a framework for ADB’s
support to education development in its
14 Pacific developing member countries.
It reviews the implications of the Pacific
Strategy (2005–2009): Responding to the
Priorities of the Poor for the education sector and proposes
to sharpen the focus and enhance the effectiveness of ADB
support to education in the region. The overall goal of this
strategy is to improve learning outcomes for the poor and
disadvantaged in the Pacific.

Diagnostic Study of Accounting and
Auditing Arrangements in Selected
Developing Member Countries

People’s Republic of China
ISBN 971 561 589 9

Kazakhstan
ISBN 971 561 590 2

Mongolia
ISBN 971 561 591 0

Uzbekistan
ISBN 971 561 588 0

Price: $10 per volume, $25 per set

This series contains the observations of
ADB’s diagnostic study on the existing
accounting and auditing standards
prevalent in the People’s Republic of
China, Kazakhstan, Mongolia, and
Uzbekistan.

The Role of Public Administration
in Alleviating Poverty and
Improving Governance
ISBN 971 561 595 3
Price: $20 (paperback)

This publication is the first of a series from
The Network of Asia-Pacific Schools and
Institutes of Public Administration and
Governance (NAPSIPAG), a network of pro-
fessionals formed to encourage the con-
tinuing development of public administration theory and practice
through research and other initiatives, and foster cooperation and
collaboration between and among the members in pursuit of
related and common interests. This publication, containing se-
lected papers from the six conference workshops held on 6–8
December 2004 in Kuala Lumpur, gives an overview of the main
issues dealing with poverty reduction that public administrators
face.
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By Ronald Antonio Q. Butiong
and Le Dinh Thang
Programs Economist, Mekong Department;
and Project Implementation Officer, Viet Nam
Resident Mission

A truck loaded with goods
made in Cambodia reaches
the border with Thailand.
Working together, Cambo-
dian and Thai customs,

quarantine, and immigration officials
inspect the vehicle and allow it to pass.
Minutes later, the truck is traveling
through the Thai countryside toward its
final destination in Bangkok.

That scenario—and similar ones
around the Greater Mekong Subregion
(GMS)—is what officials envision under
the GMS Cross-Border Transport Agree-
ment (CBTA). Today, at many border
crossings in the Mekong subregion, goods
being trucked from one country to the next
must be unloaded, inspected separately by
authorities from both countries, and then
reloaded into a separate vehicle at the bor-
der. This can take hours.

This agreement will allow Cambodia,
People’s Republic of China, Lao People’s
Democratic Republic (Lao PDR), Myan-
mar, Thailand, and Viet Nam to ease the
passage of people and goods across borders.
It includes provisions for single-stop/
single-window inspection at border check-
points, simplified visa formalities, exemp-
tions from border inspections for goods in
transit, and the exchange of traffic rights,
which will allow vehicles registered in one
country to operate in the neighboring
country.

When the program is fully under way,

Freer Movement of People and
Goods in the Mekong Subregion

these countries will enjoy lower transport
costs, increased tourism, and greater op-
portunities for cross-border trade and in-
vestment.

The agreement complements a wide
range of transport construction projects that
will link key cities in the subregion. One
key link is the 1,500-kilometer East-West
Economic Corridor, a highway that connects
Da Nang in central Viet Nam; Savannakhet
in central Lao PDR; Mukdahan, Khon Kaen,
and Phitsanulok in northern Thailand; and
Mawlamyine in Myanmar.

By 2007, the sections of the highway
in Thailand, Lao PDR, and Viet Nam will

The GMS Cross-Border
Transport Agreement
promises to lower
transport costs and
increase tourism

BORDER CROSSING Pilot implementation
of the Cross-Border Transport Agreement
will begin in 2006 at Poipet, Cambodia
(above); Sommad Pholsena, Lao PDR Vice
Minister of Communication, Transport,
Posts and Construction, and Pham The
Minh, Viet Nam Vice Minister of Transport,
inaugurate the CBTA pilot implementation
at the Lao Bao border checkpoint (right)
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[The Cross-Border Transport Agreement]
will transform key road corridors into
full-fledged economic corridors
Rajat M. Nag, Director General, Mekong Department

“ “

be upgraded, including the government of
Japan-financed bridge connecting Lao
PDR and Thailand at Savannakhet and
Mukdahan.

To maximize the benefits of the high-
way, the governments of the countries
through which it passes have agreed to
expedite the CBTA at three key border
crossings: Dansavanh, Lao PDR–Lao Bao,
Viet Nam; Mukdahan–Savannakhet and
Myawaddy, Myanmar–Mae Sot, Thailand.

“The actions being taken by the gov-
ernments of the Mekong subregion will
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transform key road corridors into full-
fledged economic corridors. People, goods,
and vehicles will move more easily, and
cross-border trade and investment will
flourish,” says Mr. Rajat M. Nag, Director
General of ADB’s Mekong Department.

The pilot implementation of the agree-
ment at the Dansavanh–Lao Bao border
crossing began on 30 June 2005. This in-
volves, among other things, single-stop and
single-window inspection, conducted in
stages, where border authorities of both
countries jointly and simultaneously carry
out their duties only at the entry check-
point, and no longer at the exit checkpoint.
The two countries also have agreed on the
exchange of traffic rights, which allows ve-
hicles to move between them easily.

Some benefits of this pilot program are
already being seen. Closer cooperation be-
tween agencies in each country is taking
place, including agreement to share ad-
vanced information, which will allow faster
clearance for low-risk cargoes. Processing
times of people and cargo at the border
have also improved as a result of the pilot
program.

“The implementation of the CBTA at
the Dansavanh–Lao Bao border crossing
is gradually transforming the East-West
Economic Corridor into a land bridge,”
says the Lao PDR Vice Minister of Com-
munication, Transport, Posts, and Con-
struction His Excellency Sommad
Pholsena. “Lao PDR can now look forward
to the day when the word ‘landlocked’ will
have become a distant nightmare,” he
added.

Vietnamese Vice Minister of Transport
His Excellency Pham The Minh agrees:
“Special and traditional relations between
Viet Nam and Lao PDR, in general, and
good relations between the two provinces
of Quang Tri and Savannakhet, in particu-
lar, are firm foundations for Viet Nam and
Lao PDR to help lead the way in the
implementation of the CBTA.”

Similar programs to speed up border
crossings will begin in 2006 in other border
crossings throughout the Mekong region.

The finalization of the CBTA and its
annexes and protocols, and the pilot imple-
mentation have been supported by ADB
regional technical assistance to the Mekong
countries. This initiative is part of the ADB-
supported GMS Program of Economic Co-
operation (www.adb.org/gms). Er
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AGREEMENT The memorandum of
understanding for the Bavet–Moc
Bai border crossing is signed
during the Second GMS Summit

R E G I O N A L  C O O P E R A T I O N
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By Ronald Antonio Q. Butiong
Programs Economist, Mekong Department

The 13th GMS Ministerial Con-
ference held in Vientiane, Lao
People’s Democratic Republic
(Lao PDR) in December 2004
agreed to include Guangxi

Zhuang Autonomous Region (Guangxi) of
the People’s Republic of China (PRC) in
the Greater Mekong Subregion (GMS) Pro-
gram. With a total land area of 236,700
square kilometers bordering the PRC’s
Guangdong, Hunan, Guizhou, and Yunnan
provinces and Viet Nam, Guangxi is one of
two provinces in the PRC that share borders
with other GMS countries. Like Yunnan
province, Guangxi has strong linkages with
the GMS in, among other things, resources,
culture, trade, transport, and tourism.

Guangxi’s participation in the GMS
Program is seen as a natural northward
extension of the GMS’ geography—a clear
outcome of strengthening economic rela-
tions between the PRC and other GMS
countries. The value of total trade between
Guangxi and other GMS countries ex-
panded from $327 million in 2001 to $822
million in 2004, or about 20% of Guangxi’s
total foreign trade. Cross-border tourism is
flourishing, with an estimated 2 million
tourists crossing the PRC (Guangxi)–Viet
Nam border in 2004. In recent years,
Guangxi and its immediate GMS neighbor,
Viet Nam, have entered into contracts on
joint natural resource development and
manufacturing. The prime ministers of the
two countries have also agreed to embark
on the “Two Corridors and One Belt” ini-
tiative involving Yunnan province and
Guangxi in the PRC, and the northern part
of Viet Nam. Technological and cultural
exchange programs between the PRC and
other GMS countries have also accelerated

BROADENING
THE BENEFITS
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Including the PRC’s Guangxi Zhuang Autonomous
Region is a natural fit in the Greater Mekong
Subregion Program
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in recent years, including at the annual
PRC–ASEAN Expo, which is regularly held
in Guangxi’s capital city of Nanning.

A study that the Asian Development
Bank (ADB) conducted in November 1995
concluded that the closer integration of
Guangxi into the GMS will be a “win-win”
situation for both the PRC and other GMS
countries. On the one hand, this would fos-
ter even closer economic relations between
the PRC and other GMS countries, and
support the establishment of the PRC–
ASEAN Free Trade Area. Guangxi’s closer
integration would enhance the overall at-
tractiveness of the GMS as a large and grow-
ing market, as an appealing investment
and tourist destination. It would also allow
other GMS countries to strengthen their
linkages with and capitalize on the wealth
of opportunities offered by the relatively
prosperous coastal provinces of the PRC.

Officials of the PRC government,
Guangxi authorities, and an ADB team led
by Toru Shibuichi, Country Director of
ADB’s Resident Mission in the PRC, dis-
cussed the study at a workshop held in
Nanning on 21 November 2005. Key
projects in transport, urban development,
health, tourism, and private sector devel-
opment—which would accelerate
Guangxi’s closer integration in the GMS—
were discussed at the workshop.

ADB-assisted projects in Guangxi—
Nanning–Youyiguan and Nanning–Baise
expressways, and the rehabilitation of
Fangcheng Port—have clear regional dimen-
sions, thus facilitating closer integration of
Guangxi in the GMS. 

OPEN CORRIDORS (from top) The Li river
near Guilin is one of Guangxi’s famous
tourism attractions; the Nanning–Youyiguan
expressway near the PRC–Viet Nam border;
PRC exports arrive in Viet Nam through
the border crossing  between Dongxing in
Guangxi and Mong Cai in northern Viet Nam Ro
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R E G I O N A L  C O O P E R A T I O N

The inclusion of Guangxi
will foster even closer
economic relations
between the PRC and
other GMS countries,
and support the estab-
lishment of the PRC–
ASEAN Free Trade Area
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women in handling economic activities.
A plant was set up with Rs2.4 million

($53,213) under the ADB-JFPR project,
just off the Sayla–Chotila highway where
it is easy to access transport, electricity,
and water. Milk will be obtained from 25
nearby villages within a radius of 50 kilo-
meters of the plant. AKRSP has procured
the machinery and made arrangements for
collecting, treating, and pasteurizing milk;
and pressing, packing, and marketing
cheese.

By Usha Tankha
External Relations Officer, India Resident Mission

T he Surendrangar district of
Gujarat state in India receives
just 450 millimeters of rain a
year and poor pastoral commu-
nities there struggle to survive,

rearing sheep and goats amid frequent
drought.

Meanwhile, villagers struggle to find
clean drinking water—almost 60% of vil-
lages have no assured source throughout
the year—while many residents still have
not recovered from a devastating earth-
quake in 2001.

Under Asian Development Bank
(ADB)-administered projects funded from
the Japan Fund for Poverty Reduction
(JFPR), ADB is working in association
with women’s federations in the region to
restore or improve livelihoods and, through
a locally managed water distribution ar-
rangement, to overcome acute water short-
age during droughts.

In a subproject under the program, the
government of Gujarat has gone into part-
nership with women’s federations in Sayla
and Chotila blocks of Surendranagar dis-
trict to establish a cheese manufacturing
plant. This plant is expected to give 500
women from families living below the pov-
erty line a sustainable additional source of
income by selling cheese.

Building Livelihoods
Under a JFPR program, ADB is working through Gujarati women’s associations to
boost incomes for families living below the poverty line

The Aga Khan Rural Support Program
(AKRSP), a nongovernment development
organization that is active in over 500 vil-
lages, is implementing the program in three
economically and environmentally vulner-
able areas of Gujarat. It is using local ex-
pertise to develop viable income sources.

AKRSP identified cheese making in
the Surendranagar area as highly suitable
to the resources available in the region.
The population of goats and sheep in this
region is high and cheese made from goat’s

milk has good market value. A survey re-
vealed that milk flow throughout the year
was large enough to operate a cheese-
manufacturing unit. Moreover, the dry
climate prevents the growth of microor-
ganisms like bacteria, which is an advan-
tage in cheese making.

Through a series of consultations and
participation by the local women’s federa-
tions, the cheese plant has been installed
and is expected to result in increased vis-
ibility and self-confidence among rural

POURING IN THE BENEFITS Milk
collection center for a cheese factory
run by a women’s federation in Sayla
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AKRSP is also facilitating buyback ar-
rangements for the better sale of cheese
by the women’s federations. It has final-
ized the registration of the producers’
company under the project.

Professional staff have been hired to
look after all operations of the cheese plant
and maintain the modern machinery for
processing.

Distributing Drinking Water
in Drought-Prone Villages
Under the same JFPR program, ADB is also
working through the women’s associations
to establish more reliable water distribu-
tion mechanisms. Erratic rainfall, poor
groundwater, recharge, and priority to irri-
gation over drinking water have resulted in
a severe drinking water crisis. Some village
water supplies are tainted by salinity and
fluoride.

As a result, women are often forced to
walk long distances to fetch clean water,
use shallow wells dug by villagers in river-
beds called virdas, or queue at hand pumps
and wells.

Furthermore, inadequate village water
supply leads to inequity in water allocation
and social unrest. Erratic water delivery by
water tankers forces women to stay at home
and forfeit wages, and to spend inordinate
amounts of time collecting water.

Health and livelihoods are harmed.
Children, the aged, and the sick are ne-
glected; education and literacy levels have
dropped sharply; and dropout rates have
risen, especially among girls, who are ex-
pected to help their mothers search for
water.

Under the ADB-JFPR program, mem-
bers of the Sayla and Chotila women’s fed-
erations (mahila manchs) will now supply
drinking water to 33 villages in the Suren-
dranagar district through water tankers.
They are expected to benefit 4,000 house-
holds.

Two women federations have been
selected to implement the project. The
federations have conducted project sensi-
tization meetings, procured equipment in-
cluding two tractors and trolleys, and
appointed a driver to start water distribu-
tion. These federations have delivered
480,000 liters of water to different villages
during the water crisis. The women charge
Rs150 ($3.33) per tanker, which is half the
market rate, and the demand is pouring

NO LONGER Gathering water from wells is
a thing of the past, thanks to the
program that provides drinking water to
33 villages in the Surendranagar district

in. Private operators are now reducing their
tariffs to remain in the market.

The JFPR Program is thus helping
women’s groups manage drinking water
distribution through a viable mechanism
during droughts. Under the project, the
mahila manchs who are responsible for
supplying water to member villages, pur-
chased two tractors with a capacity of haul-
ing 5,000 liters. The objective is to equip
the women’s groups to take up drinking

I N D I A

water distribution management in their
villages during droughts. The project will
ensure that the money stays with the vil-
lage women.

The Gujarat earthquake rendered
many not only homeless but also jobless.
In addition to restoring livelihoods, the
JFPR program aims to provide sustainable
options for reducing economic vulnerabil-
ity by empowering women. The approach
is also based on enhancing management
skills and providing assistance through free
kits, financial assistance for lost structures,
working capital, marketing links, training,
and capacity building. 

AKRSP broached
the idea of a cheese
plant to the women in
January 2004 and the
women took over. After
that, most ideas came
from the women—on
who would run it,
and how. They were
confident they could
do it themselves

Umesh Desal, Manager
Rural Support and Livelihoods

Aga Khan Foundation

“
“

RESOURCES ON HAND The
population of goats and
sheep in this region is high
and cheese made from goat’s
milk has good market value
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sion to relocate or build in situ. The whole
effort was owner-driven construction to
help communities build long-term disas-
ter management capacity in the form of
knowledge and technology transfer for
multihazard-resistant construction and
retrofitting.

More than 180 public consultations
were held in the four municipal towns of
Kutch to prepare town plans. Nineteen
studies for town planning were done that
included base map preparations, station
surveys, land use, contour mapping, and

tion and rehabilitation program that is
being designed and implemented as a
community participation program.

According to Hareet Shukla, district
development officer in Bhuj, this has been
the “fastest-ever town planning exercise for
urban renewal that combines multihazard-
resistant construction and retrofitting with
a green approach where trees have been
saved from road widening efforts and af-
forestation planned in relocation sites, and
where historic and heritage structures are
being repaired and retrofitted.”

The most important factor contribut-
ing to make this reconstruction program
successful has been the people’s partici-
pation at all stages. Communities took up
in gram sabhas (village councils) the deci-

By Usha Tankha
External Relations Officer, India Resident Mission

Four years on, and there is little
or no evidence of the devastat-
ing earthquake, measuring 6.9
on the Richter scale, that
struck the four municipal

towns of Kutch district in Gujarat—Anjar,
Bhachau, Bhuj, and Rapar—on 26 January
2001, causing widespread damage and de-
struction.

The Asian Development Bank (ADB)
stepped forward immediately by approv-
ing an emergency loan of $500 million.
The government of Gujarat put in place a
massive relief, rehabilitation, and recon-
struction program that was operationalized
by the Gujarat State Disaster Manage-
ment Authority, which managed 19 differ-
ent implementing agencies to bring the

longer-term reconstruction benefits to
even the most remote areas of Kutch.

Today, four state-of-the-art towns with
wide interlinking road networks, gardens,
community facilities, and public buildings
stand in place of the devastated towns.
Outer ring roads, middle ring roads, radi-
als, and grid roads provide easy access to
the people who are picking up their lives
and livelihoods and rebuilding homes that
were totally destroyed.

New relocation sites like Mundra and
Rawalvadi have transformed the face of
Bhuj and four other towns that the gov-
ernment reconstructed. A large number of
infrastructure projects covering transpor-
tation, water supply, sewerage systems,
solid waste management, and municipal

buildings are being implemented. Urban
infrastructure is also being upgraded in
10 other severely affected towns in the
state. Heritage structures like the historic
Chhataradi and Aaina Mahal, and the four
gates of Bhuj city that were severely dam-
aged in the earthquake are being repaired
and retrofitted. The historic Shroff Bazar
consisting of 300 shops was widened in
2 months with the cooperation of mer-
chants, while places of worship like dargahs
(Muslim shrines) and temples were re-
moved with persuasion and consent from
the people during road widening.

Let the People Decide
The government of Gujarat is not only re-
building the towns but also completely
transforming the lives of the people in
them. “Let the people decide” has been
the slogan driving the entire reconstruc-

I N D I A

Owner-driven construction is helping communities build
long-term disaster management capacity in Gujarat

TRANSFORMING
MISFORTUNE INTO
OPPORTUNITY
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AT THE SOURCE Water supply and
sewarage systems have been restored
and upgraded

geological and seismic studies to assess
relocation needs and urban design.

Even the remotest areas of rural Kutch
bear testimony to this experiment and any-
one—be it an old lady, a schoolboy, or a
laborer—can speak knowledgeably about
terms such as plinth band, lintel width, or
retrofitting. The government opted for the
slower and more difficult option in the
long-term interest of the state and com-
munity by preferring an owner-driven re-
construction program when it could easily
have contracted out the housing program.
This would have resulted in stereotype
houses that do not cater to individual needs
and aspirations of the people. It would not
have led to awareness creation, education,
and capacity building of the communities,
or creation of thousands of masons and en-
gineers trained in multihazard-resistant
construction and retrofitting.

Public-Private Partnership
Together with the owner-driven approach,
a public-private partnership program was
also created to join hands with nongovern-
ment organizations for better outreach and
transparency. Repairs of 907,987 houses

STRONG AND STABLE Earthquake-resistant
houses (above) were built under an
owner-driven construction program; all
new houses are registered in the joint
names of husband and wife (left)

have been completed, and reconstruction
of 200,483 houses out of 209,781 houses
that were destroyed by the earthquake is
now complete.

Under the public-private partnership
program, 41,902 houses have been recon-
structed. All the newly reconstructed
houses are tested by third-party quality
audit in addition to the regular supervi-
sion and monitoring done by engineers ap-
pointed by the government. All the new
houses are insured for natural calamities
and are registered in the joint names of
husband and wife, thus empowering
women.

The towns have been rehabilitated not
only with great speed to avoid the vulner-
ability to future disasters but have also
been upgraded from the old unplanned
townships to towns based on development
plans with 50 years’ perspective and town
planning with 20 years’ growth in mind.

Some innovative approaches that the
program adopted include a holistic ap-
proach to disaster management with a fo-
cus on reducing risk and vulnerability
through policy legislation; capacity build-
ing; and massive information, education,
and communication activities to achieve

better preparedness and minimize life and
property loss. This was achieved with
minimal relocation and no secondary dis-
placement. The payment of second and
third installments of grant assistance for
reconstruction was made only after verifi-
cation and certification by engineers. Ex-
cise duty exemption was given for building
materials produced in Kutch. Building
guidelines were prepared keeping in mind
local needs, sensitivities, design of houses,
and availability of local materials. A ma-
sons’ training manual in the local language
was prepared and distributed for house
reconstruction. Committees were consti-
tuted at village and district levels for re-
dressing grievance and strengthening the
implementation program.

According to Alex Jorgensen, head of
infrastructure at ADB’s India Resident
Mission, “The rebuilt infrastructure in
Kutch is of superior quality and will be-
nefit the people of Gujarat for many
decades into the future. Of particular
importance were the repairs and expan-
sion of the regional water supply system,
which have brought a secure water supply
to the major cities in Kutch and to 2,000
villages.” 

“Let the people decide” has been the slogan driving
the entire reconstruction and rehabilitation program

Under the public-private partnership program,
41,902 houses have been reconstructed
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By Christopher T. Hnanguie
Programs Economist, Mekong Department

The efforts of the Asian Devel-
opment Bank (ADB) to engage
civil society more actively in the
Mekong subregion have evolved
considerably in recent years.

Through deeper and more regular consul-
tation, civil society organizations (CSOs)
are now taking part at the early stages of
strategy and program formulation, ensuring
their grassroots experience is well reflected.

A 3-year technical assistance project,
completed in December 2005, has nudged
the process forward by using practical trials
of early CSO involvement in the formula-
tion of ADB’s recent regional and country
strategies and programs in the Mekong
subregion.

By boosting trust among governments,
CSOs, and ADB, the project has strength-
ened the foundations for regular future
collaboration. “The committed engage-
ment of CSO representatives in develop-
ing the Greater Mekong Subregion (GMS)
Regional Cooperation Strategy and Pro-
gram (RCSP) takes ADB’s cooperation
with civil society to a higher plane,” said
Rajat M. Nag, Director General of ADB’s
Mekong Department. Mr. Nag kicked
off the consultation process at a 2-day sub-
regional workshop at which government,
CSOs, and ADB representatives discussed
the draft RCSP.

“The process has gone deeper than ear-
lier consultations with civil society groups,
which were often carried out to essentially
inform CSOs of work already well under
way,” he said.

The technical assistance project, sup-
ported with a grant from the Poverty
Reduction Fund, financed by the United
Kingdom’s Department for International
Development (DFID), was launched in
2003 under the title of Promoting NGO
Support for Poverty Reduction in the Greater
Mekong Subregion. The Mekong Depart-
ment, in close collaboration with ADB’s
NGO and Civil Society Center (NGOC),
used the preparation of the new GMS
RCSP and its updates to test more exten-
sive involvement of civil society in its for-
mulation.

“Because ADB has only just started to
prepare RCSPs, the project’s approach to
engage CSOs at the very outset of its prepa-
ration was a milestone for ADB,” said Bart
Édes, head, NGOC. “This project has
helped show everyone the benefits of bring-
ing in the perspectives of CSOs, many of
which are working closely with very poor
and marginalized communities,” he said.

Nongovernment organization (NGO)
representatives also praised the project:
“The tripartite discussions between CSOs,
representatives of the Mekong countries,
and ADB proved to be a very positive expe-
rience,” said Deepali Khanna, Country
Director of Plan Vietnam, an international
NGO working with children to alleviate
poverty.

Getting Started
In January 2004, ADB organized a meeting
in Bangkok with CSOs and government
representatives together with ADB to de-
liberate on subregional poverty issues. A
2-day subregional tripartite workshop fol-
lowed and involved over 30 representatives
from both the governments and the CSOs
of Cambodia, People’s Republic of China,
Lao People’s Democratic Republic (Lao
PDR), Myanmar, Thailand, and Viet Nam.

Many commended the process and rec-
ommended extending it to individual coun-
tries, inspiring the extension of the process
to country-level programming.

In March and April 2005, representa-
tives from the GMS governments, interna-
tional and local CSOs, and ADB gathered

INVOLVED DIALOGUE Consultations and
meetings done under the grant have
strengthened the collaboration between
ADB, civil society, and governments in the
subregion

A grant helped ADB build deeper trust with civil
society, inspiring more meaningful involvement

ENGAGING
 CIVIL SOCIETY
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again to share information, discuss subre-
gional poverty issues, and the process to
prepare new country strategy and programs
for Lao PDR and Viet Nam.

An ADB mission was later fielded in
October to discuss the results with repre-
sentatives of government, CSOs, and the
ADB missions in Cambodia, Lao PDR,
Thailand, and Viet Nam.

 “The technical assistance project...sig-
naled the start of a deeper involvement by
NGOs in ADB operations in the GMS,” said
Dennis Ingemann, World Vision Australia’s
project coordinator. The process, he said,
highlighted the advantages of moving away
from ad hoc consultations and toward more
formalized consultations with CSOs.

Representatives from CARE, Thailand
Environment Institute, World Wide Fund
for Nature, Quaker Service Laos, Save the
Children, Population and Community
Development Association (Thailand), and
Rural Development Services Center (Viet
Nam) were among the CSOs that contrib-
uted to the process.

Outcomes
While no formal mechanism for coopera-
tion among governments, ADB, and CSOs
yet exists, the work under the regional
grant served as an important milestone
that has inspired greater willingness from
all parties to continue the process.

“The grant, though small in dollar
terms, has made a significant impact, es-
pecially in piloting new approaches to fur-

N G O S

POSITIVE REINFORCEMENT Participants’
recommendations  encouraged tripartite
cooperation in the GMS

The committed
engagement of CSO
representatives in
developing the Greater
Mekong Subregion
Regional Cooperation
Strategy and Program
takes ADB’s cooperation
with civil society
to a higher plane

Rajat M. Nag, Director General
Mekong Department

“

“

ther strengthen tripartite cooperation in
addressing subregional poverty issues
through key ADB operational strategies,”
said Sonomi Tanaka, ADB’s Coordinator of
the Poverty Reduction Fund.

The positive recommendations re-
ceived from participants strongly supported
strengthening ongoing structures in the
GMS that encourage tripartite cooperation.
“While the primary focus for this engage-
ment should be on ADB’s RCSP and CSP
development and updating, it should (also)
be pursued in wider ADB operations,” said
Khampho Khaykhamphi-thone, Deputy
Director General, Department of Economic
Affairs, Ministry of Foreign Affairs of Lao
PDR.

The consultations under the grant have
endorsed the notion of continuing and
strengthening collaboration between CSOs,
ADB, and GMS governments in the subre-
gion. “Maintaining ongoing dialogue among

all parties to share perspectives, identify is-
sues, and promote collaboration is impor-
tant,” said Dinh Thi Chinh, head of the
National Economic Issues division of the
Ministry of Planning and Investment of
Viet Nam.

Looking forward, “We should encour-
age CSOs to effectively contribute to ADB
operations, including through providing
different perspectives, strengthening
connections with local communities and
disadvantaged groups, and promoting
innovation particularly at the level of
grassroots development,” said Paul Turner,
Director of MKRD’s Operations Coordina-
tion and GMS Division.

According to Mr. Turner, the project
provided an opportunity for the three par-
ties to broaden understanding of ADB’s
RCSP and CSP processes and to learn how
to better work together to achieve signifi-
cant development results. 
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By Melissa Howell Alipalo
Consultant Writer (Cooperation Fund for
the Water Sector)

THIMI, KATHMANDU

Less than a 30-minute drive out-
side Kathmandu, life in the
town of Madhyapur Thimi un-
folds in scenes more common
to another century.

On this particular evening, a group of
elderly residents sit outside the Bisnubir
temple offering incense, their chants,
strings, and flutes to usher in dusk. A bare-
foot couple works a small corner plot of
land with hand tillers. People stoke small
fires inside their centuries’ old homes and
light candles outside. Women huddle to-
gether, hunched over, bundling grain, hay,
and vegetables for the night delivery to a
Kathmandu market. Women draw water
from a well.

To the unfamiliar visitor, life in Thimi
is idyllic. But one look down Thimi’s main
river shows something is not right.

“When I was a young boy, I used to
swim and bathe in that river,” says Madan
Krishna Shrestha, former mayor of Thimi.
“Then the donor groups came and sanita-
tion systems came. But when one of the
treatment plants broke down, almost sud-
denly, the river got dirty.”

One by one other plants fell into disre-
pair until they stopped functioning alto-
gether. Sewage is now dumped untreated
into streams, and it is happening in the whole
of Kathmandu and the surrounding towns.

Up for the Challenge
What has happened to Thimi’s river is
now happening to water resources across
the world. They are carrying loads nature
never intended for them—tons of silt from
erosion, industrial pollutants, agricultural
chemicals, and untreated sewage.

Improving sanitation and wastewater
treatment systems is one of many interven-
tions that can help save natural resources
while improving people’s immediate envi-
ronment. Almost half of the people living
in Asia and the Pacific do not have access
to improved sanitation. Target 10 of the
Millennium Development Goals calls for
this number to be halved by 2015.

The Environment and Public Health
Organization (ENPHO) in Nepal is try-
ing to revolutionize the way municipal gov-
ernments approach their water pollution
problems.

For years, ENPHO has watched local
governments struggle with the financial
and technical capacities to manage the
more modern and sophisticated sanita-
tion and wastewater treatment systems
that donor money has bought them. As an
alternative and wherever feasible, ENPHO
works with communities and local govern-
ments to adopt low-technology solutions.
The logic: keeping systems simple keeps
them affordable and manageable—the
two keys to sustainability.

ENPHO concentrates on two modali-
ties to improve sanitation and wastewater
treatment.

Ecosan toilets are stand-alone units for
individual households. Unlike typical toi-
lets, the Ecosan toilet does not use water
to flush waste down and through a system.
As a dry toilet, Ecosan involves two com-
partments below the unit to collect and
store the liquid and solid wastes separately.
Once a year, users should empty the com-
partments and use the waste as organic fer-
tilizer for backyard gardens.

The other mode is the reed bed treat-
ment system. A system of reed beds con-
structed near a town’s sewer outlet captures
untreated waste and treats it through a
natural breakdown process before it enters
streams and rivers. The system mimics
processes found in natural wetland eco-

VIABLE ALTERNAT
Simple, low-technology solutions to sanitation problems offer communities
affordable and manageable means to improve their quality of life and environment

systems. ENPHO says the systems are
simple, robust, effective, and low-cost.

Low Caste, High Priority
ENPHO’s market for Ecosan projects is
mostly low-caste households where there
are no flush toilets. Bina Kapali, 45, had
to resort to humiliating practices before
receiving an Ecosan unit from ENPHO.
She used the lot next to her house—the
town garbage dump, where dogs and pigs
trod and scavenge for food scraps.

“When we used to have to go there—at
that dump site—I would sit there, hidden,
and think, ‘What if somebody comes, es-
pecially a man?’ If only I had a toilet, I would
not be doing this here,” Ms. Kapali says.

Improving sanitation
and wastewater treat-
ment systems is one of
many interventions that
can help save natural
resources while improv-
ing people’s immediate
environment

VISION Former Thimi Mayor
Madan Krishna Shrestha looks out
onto a proposed reed bed site

ADB Review 38_1 FINAL FA 2.pmd 5/26/2006, 11:59 AM34



35April–May 2006

“Whether it’s Nepal or the United
States, nobody likes the idea of a sewer
plant in the area. ‘Not in my backyard,’ as
the saying goes,” Mr. M. K. Shrestha says.

To help overcome the skepticism, ADB
gave ENPHO a $50,000 grant from its
Pilot and Demonstration Activities pro-
gram of the Cooperation Fund for the
Water Sector to steer the reed bed system
and use it as a demonstration site for other
communities to see.

Pick a Problem, Any Problem
The start-up money went only so far be-
fore ENPHO faced trouble on every other
front. In early 2005, when ENPHO
needed political support to convince the
community to accept the project, the king
dissolved all elected officials.

In other political corners, Mr. R. R.
Shrestha says ENPHO was pressured to use
some of the grant money to construct a
building for a separate organization in the
project area. “When we refused, all sorts of
problems started. And then the project fell
through. We tried community mobilization.
We went door-to-door. Nothing worked,”
he says.

Eventually, ENPHO turned their plans
toward a different site in Thimi. “Since
90% of the people in Thimi are Newari, it
was easier to convince them. They are
mostly one caste. It’s a homogenous place
and consensus is easier,” says Mr. M. K.
Shrestha, the former mayor.

In a strategic move, ENPHO first
gained the support of the worshippers at
the Bisnubir temple, whose influence
went far. Local volunteer labor has since
built the reed bed system in just a few
months, finishing in October 2005.

Local officials believe this could be
the start of a municipal-wide scheme.
“This is a small town,” a deputy mayor
says. “This kind of system is manageable
and can be a model.”

To bring 100% treatment to Thimi
and plug a major pollution source, offi-
cials estimate that it would take just eight
more reed beds, at a cost of less than
$25,000 each, and only a few months to
implement each one. 

Since receiving an Ecosan unit, “I have
never gone back to the dump site,” she says.

Unlike what is encouraged of users, she
has never recycled the waste from the
Ecosan storage units for fertilizer. “I can-
not,” she says. “These flowers are for the
gods. I don’t want to throw urine on them.”

“There will always be cultural factors
that even the best technology can’t get
around,” says Roshan Raj Shrestha,
founder and former director of ENPHO
and now Chief Technical Director for the
United Nations Human Settlements
Programme’s Water for Asian Cities Pro-
gram. “We have to do a lot of work on so-
cial acceptance. In the rural farming areas,
everybody uses cow dung. They love it.

But attach the same idea to a toilet and
nobody wants it.”

By the end of 2005, ENPHO estimates
it will have installed more than 150 Eco-
san units in low-caste households in the
Kathmandu valley.

But the market for Ecosan in the
Kathmandu valley is limited. “It’s too late
for Ecosan in Thimi,” Mr. R. R. Shrestha
says. The infrastructure for a sewage sys-
tem is already in place and 90% of homes
have flush toilets. The greater problem is in
treat-ing the wastewater. This is where reed
beds offer nature’s low-cost, low-mainte-
nance, sustainable solution.

Getting people to buy the idea, how-
ever, is a project in itself.
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SIMPLE, BUT INNOVATIVE The new Ecosan
toilet has eliminated the disgrace that
Bina Kapali, her daughter, and grandson
say they felt from having to use a public
garbage site next door to their home

To submit a proposal for the Pilot
and Demonstration Activities, visit
www.adb.org/water
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By Melissa Howell Alipalo
Consultant Writer (Cooperation Fund for the Water Sector)

What are the principal water and sani-
tation problems in Nepal, particularly
where SAPPROS works?
We have discovered throughout our work
that poverty lies deeper than the small
farms that everybody thinks of as the poor-
est. In rural areas, a segment of the poor-
est migrates every 3 months, constantly
in search of food. They will work as labor-
ers on land or go to the district govern-
ment office in search of jobs. If they work
that day, they eat. Some of our people can-
not even find food to put in their mouth.
Irrigation is the best and most important
input. That is what helps the poor.

The country is rich in water resources
but planned and effective implementa-
tion of schemes have not been carried out.
This is primarily due to the lack of aware-
ness among water users to demand such
things as proper sanitation. For example,
the prevalence of certain traditional prac-
tices for sanitation needs to be addressed,
especially for women because their health
suffers the most, even where there are
abundant water supplies.

How can you improve the situation?
SAPPROS goes where government has
not yet been able to go. Some of these
areas in the far-western development re-
gion require us to walk several days from
where the road stops in order to reach
communities.

Lack of improved sanitation seems to
be the major constraint in these remote
areas. But is this a wonder when even the
people in the capital city of Kathmandu
fail to adopt safe sanitation practices? But
providing training for proper sanitation
can improve this situation. So, too, will
raising awareness among women, as they
are the key actors in the betterment of
society. Training local social mobilizers,
especially women, seems to be the only
effective means of raising awareness in tar-
geted communities.

An NGO director discusses what it will take to turn around one of Asia’s most
troubled rural economies

How is SAPPROS’ work affected by the
current conflict and political
challenges in Nepal?
We have a lot of experience implement-
ing micro projects in the far-western rural
areas, which are prone to conflict. We
have been working in those conflict areas
for 9 years.

Conflict will always be present. Water
conflict. Resource conflict. Now, govern-
ment conflict. We must learn from the
outside world how to address these con-
flicts.

In 1972, I was in the Philippines with
a USAID training program when then
President Marcos declared martial law.
I had 10 days to leave the country, but
I didn’t escape without experiencing the
problem there firsthand. I was in a
market buying shoes when a bomb ex-
ploded. At that time I saw the situation,
I thought of Nepal; how it was so peace-
ful then. Now, it is here—the conflict,
the violence.

Years before the Maoist revolution
officially started here (in 1994), we had
an idea that it was coming. People were
getting poorer and poorer, and were be-
ing bypassed by services or aid. Govern-
ment programs were not effective.

We have to get to communities first,
mobilize them to participate in projects
that will provide them work and food. By
integrating them into a project, they are
being mobilized. If the community is
strong, conflict resolution is achievable.

With an effective program, too, the
Maoists there may melt into the commu-
nity. They may leave the movement. Who
wants that life anyway—in the jungles?
They are human beings. They, too, want
opportunity.

Irrigation is the best and most important
input. That is what helps the poor

Challenges loom heavily over the landlocked,
mountainous kingdom of Nepal—nearly im-
passable terrain, armed insurgency, and na-
tional political uncertainties. Irrigation is the best
weapon for overcoming Nepal’s rural poverty,

says Narendra K.C. of SAPPROS Nepal, a nongovernment
organization (NGO) concentrating on the poorest of the rural
poor.

SAPPROS estimates that only 20–30% of irrigation systems in rural Nepal are
capable of providing year-round irrigation. Most farmers rely excessively on rain-
fed agriculture and limited rain catchment systems. The midwestern and far-
western regions of Nepal are prime development frontiers and where SAPPROS
has initiated 231 community-based drinking water supply systems, the majority
of which are hybrid systems to meet drinking and irrigation needs.

In 2005, ADB visited Narendra K.C. at his Kathmandu office to talk with him
about the vision and work of SAPPROS, and the future of Nepal’s countryside.

VISION PLANNING

Narendra K.C.
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How does SAPPROS prioritize
projects?
SAPPROS is rendering its best available
services in Bajhang, Bajura, and Mugu dis-
tricts in the far-western and midwestern
development regions. Their basic needs
may differ due to the varying—but all ex-
treme—forms of poverty. Sometimes,
they choose to sacrifice sanitation facili-
ties in search of other basic needs. If they
do not want our program, we leave that
area. We do not impose. We facilitate.
They must own it. They must master it.
This way, they are empowered. And when
they are empowered, they are effective
and sustainable.

What are some of the challenges of
your work in Nepal?
Awareness levels in targeted communities
are dismal. Drinking water supply projects
selected for implementation need to first
of all educate communities even on the
need for the project, which requires sub-
stantial time. Better-off members of the
community usually work to discourage
and create confusion among its members
so that they can continue to exploit them.
The poor communities are also located
where access to water is difficult.

SAPPROS tries to educate communi-
ties on the need to integrate drinking wa-
ter supply systems with water-harvesting
tanks for irrigation to enable them to re-
alize and create income-generating activi-
ties. The systems will not be sustainable
unless the communities raise operation
and management funds for regular main-
tenance of the system.

Why does SAPPROS focus on research
as a part of its work program?
We cannot throw stones in the dark. We
must have fact-based, not assumption-
based, implementation. SAPPROS fre-
quently carries out research activities to
evaluate our performance. It helps rectify
or intensify or improve action research
that is relevant to the given conditions of
a community.

What three main lessons can you
highlight from your work in Nepal?
Development must be humanitarian.
We have to see with vision and clarity the
development of communities. We are
delivering to the poorest of the poor. We

have identified the bottom line. That,
in itself, is a lesson learned. Development
is possible in rural areas where there are
three characteristics—grassroots organi-
zation, transparency in all activities and
provision of public auditing system, and
means to build capacity of the commu-
nity and guide and facilitate the com-
munity in constructing productive infra-
structure. 
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Development
must be humanitarian.
We have to see with
vision and clarity
the development
of communities

“ “
RAISING AWARENESS Drinking
water supply projects need to
first educate communities
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By Melissa Howell Alipalo
Consultant Writer (Cooperation Fund for
the Water Sector)

RAM BAZAR, KASKI DISTRICT, POKHARA

To reach the poorest and most
marginalized groups, seeing
is believing. So, to convince
women and low-caste farmers in
Nepal highlands to invest in

low-intensity, high-return drip irrigation
kits, workers from an Asian Development
Bank (ADB) pilot project took target ben-
eficiaries to meet Sabitri Bhandari.

Ms. Bhandari is a 25-year-old mother
of two in Ram Bazar, a farming community
at the foot of the Kaski district uplands
outside the lakeside town of Pokhara. It
is the site of a Pilot and Demonstration
Activity (PDA) on drip irrigation for mar-
ginalized farming households.

Ms. Bhandari is not your typical drip-
irrigation farmer, though. She is literate, a
high school graduate, owns a small but
prime lowland plot, and is from a higher
caste. Those differences, however, did not
matter as much as what she had to show—
the windfall growing in her backyard since
investing in a micro-drip irrigation kit.

In the first 6 months of using the simple
drip kit, she earned a year’s worth of in-
come. She now grows during the dry sea-
son, buys seeds for valuable cash crops, and
sends her children to a better school. The
garden that once supplied only her kitchen
is now a profitable and expanding market
enterprise.

“Before, our food was our income,” she
says. “We couldn’t sell what we grew. It was
just for personal consumption.”

Ms. Bandhari was a beneficiary-
participant in a project by the International
Development Initiatives (IDE), an interna-
tional nongovernment organization (NGO)
spearheading the development and intro-
duction of micro-drip irrigation technology.

Drip as Pro-Woman, Pro-Rural
In September 2003, ADB initiated the

Big Change Comes in Small Kits

PDA in two communities in Kaski district.
The PDA from the Cooperation Fund for
the Water Sector—an ADB program that
offers $50,000 grants for fast-track imple-
mentation and testing of innovative ideas
for possible scaling up—tested the effec-
tiveness of drip irrigation and its adoption
among women and disadvantaged farmers.
The pilot and demonstration project was
implemented over 7 months.

Drip is especially suitable for women
because it capitalizes on the traditional role
of women and vegetable gardening. “Rural
poverty has a woman’s face,” says Rajendra
Shresthra, the project director and senior
agricultural and resource economist.

In Nepal, about 90% of women are en-
gaged in agricultural activities compared
with 64% of men. “Women’s role in irri-
gated agriculture will assume more impor-
tance as increasing numbers of poor men
leave their homes to seek employment
elsewhere,” Mr. Shresthra says.

Places like Kaski’s upland farms are
perfect for drip irrigation. These farms do
not have access to surface irrigation from
streams, and flood irrigation is not suit-
able for sloped hill terraces. They typically
rely on rainwater. Where irrigation is avail-
able, farmers mainly use inefficient tradi-
tional methods. The rural situation has
also become increasingly stressed from an
ongoing Maoist insurgency.

“Female-headed households and farm-
related work burden has increased dramati-
cally because male members are migrating
either to escape the insurgents or to seek
employment,” Mr. Shesthra says.

Selling Drip
Recruiting ideal participants for the
PDA—woman and low caste—became the
first challenge for the project team.

“The farmers targeted are very poor
and they could not invest in the kit,” says
Prabha Basnyat Adhikari, a project orga-
nizer for the PDA. Unlike IDE projects
that require beneficiaries to purchase the
drip kit, ADB’s pilot project offered a 60%
subsidy to disadvantaged farmers. Benefi-

ciaries had to come up with the remain-
ing balance.

Despite the subsidies, lower caste
households remained reluctant to try the
system. Demonstrations were still not
enough to quell their high adversity to
risk. The project adjusted and pushed
through with participants from a variety
of economic statuses, not just the lowest
caste members. Women remained a pri-
mary participant group, which organized
a government-registered group.

IDE’s Gambar Singh Thapa has been
training Nepal farmers in drip irrigation
since 1998 and was initially skeptical of a
project that required project beneficiaries
to buy in. “Their initiative and excite-
ment, though, was enough to make it
happen,” he says. Also, “it is an immediate-
result program. So when the results start
coming, they believe it is the best thing
they have seen. It’s only a matter of time
then before more farmers come forward
to adopt the method.”

Drip irrigation kits are providing women and disadvantaged farmers in Nepal
with new livelihood opportunities

HARD LIFE Rural poverty has a woman’s
face in Nepal as well as elsewhere
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Reaping from Drip
At evaluation time, participants reported a
two- to threefold increase in income since
installing the drip kit. They were growing
more valuable crops than traditional legumes
and cereals. They were also saving time and
energy, as well as noticing a better quality
of soil produced from using the drip kits.

Before the project, only 20% of farm-
ers grew vegetables compared with 100%
of project farmers now. A third of these
are consumed, and the rest are sold in the
market. “Most drip farmers will use their
additional income on education for their
kids or home improvements—better roofs
and floors, cooking utensils,” IDE’s Mr.
Thapa says.

While project beneficiaries reported
great savings in time and energy, a field
visit to Kaski in May 2005 gave women
beneficiaries a chance to talk about the re-
maining challenges. For one, they were
unable to maximize the drip kits because
of a separate water issue—water supply.

Distance from a water source is a key

determinant for drip adoption. Most drip
users in Kaski live less than a half kilome-
ter away from a water source. However, the
most disadvantaged farmers—the dalits—
generally live twice as far from a water
source. Most users must also haul water
from tap stands to fill the drip kit’s over-
head tank. Drinking water then becomes
irrigation water. Women estimate that each
household would have to spend 4 hours
daily hauling water if drip kits were used
at full capacity. And the bulk of that haul-
ing would rest on their shoulders.

“In our homes and on our farms, there
is a vast imbalance between us women and
the men,” says Prabha Adhikary, one of the
beneficiaries. “Yes, men say ‘Sure, you can
work and do the project.’ But we still have
to do all the household chores. That’s not
practical. And they may say one thing in a
meeting but another thing at home.”

“It’s heavy to carry all that water, but
it’s women’s work,” her daughter, Sarnila,
19, says. “If there are no women in the home,
the men will do it. Otherwise, they are sit-

Until the 1990s, drip irrigation was
beyond the reach of common
farmers in developing countries. It

was primarily and widely used in the United
States, Australia, Europe, and India to boost
production of high-value crops.

In 1994 though, micro-drip irrigation
experienced real momentum in Nepal
when the Asian Development Bank (ADB)
teamed up with the International Devel-
opment Initiatives (IDE) to develop a
simpler, cheaper, micro version of the drip
system. IDE soon became the leading de-
veloper and promoter of micro-drip sys-
tems.

Farmers in Nepal, usually in project areas,
can purchase an IDE drip irrigation kit in
three sizes, with costs ranging between $13
and $32. The kit includes a 50-liter over-
head tank and a system of hoses for lining
a garden. The crops are watered through
pin-sized holes in the hose. The overhead
tank that supplies the water may be con-
nected to a water source or filled by haul-
ing water from the nearest tap stand.

IDE and development partners, such as
ADB, help farmers install the kit and train
them on maintenance and repairs. A kit
takes 3–5 days to install, with 1 day of train-
ing and demonstration. Most farmers can
then help others install their kits.

Five conditions optimize drip irrigation:
• Availability of water sources for sup-

plying the overhead tank
• A minimum of 177 square meters near

user’s home
• Availability of family labor for inten-

sive vegetable-cultivation activities
• Awareness about the benefits of veg-

etable farming
• Availability of local markets
In the past 10 years in Nepal, drip irriga-

tion has spread to 32 hill districts (mostly in
western and midwestern regions), covering
5,638 farm householders. It is still uncom-
mon in the more impoverished and ex-
tremely remote regions of central, eastern,
and far-western districts, where terrain can
be impassable and dangerous because of a
Maoist insurgency there. 

Drip Irrigation Makes Its Way to
Small-scale Farmers in Nepal

ting, eating, and meeting.” The women
look to larger rainwater harvesting tanks as
one solution to their water supply problem.

The Future of Drip
IDE and some Nepal nongovernment or-
ganizations are promoting drip irrigation
to about 20,000 farmers in seven districts
in the country’s west and midwest regions.
Under this program, 3,400 farmers are
from the disadvantaged hill districts. ADB
is also currently designing a project to up-
scale the pilot and demonstration project.

Drip users themselves represent the
future of this technology. Organized into
registered users’ associations, they intro-
duce the method to new farmers and help
erase its perceived risks.

In helping other farmers, the beneficiary
women in Kaski district found power in
numbers. “[The project] has brought soli-
darity among ourselves,” Ms. Adkikary says.
“If we do this individually, there is a bur-
den financially and physically. It is easier if
we share it. This is our pride now.” 

N E PA L

Farmers in Nepal, usually in
project areas, can purchase
an IDE drip irrigation kit in
three sizes, with costs rang-
ing between $13 and $32
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By Arthur M. Mitchell
General Counsel

In the People’s Republic of China
(PRC), the share of state-owned en-
terprises (SOEs) in gross domestic
product (GDP) has come down
from 77.6% at the beginning of the

economic reform period in 1978 to less
than 30% now. Yet there are still some
170,000 SOEs with assets totaling 6.9 tril-
lion yuan, more than any other country, and
not a single listed former SOE has been
fully privatized.

Few doubt the need to face down this
mountainous and moribund state sector,
and the PRC has made clear that it hopes to
address the problem through privatization,
deregulation, and reform of its financial
system. Indeed, to maintain current high
economic growth levels and raise funds to
finance it, privatization is imperative.

The Asian Development Bank (ADB)
recently made a small equity investment
in the Bank of China (BOC) as one of the
partners that will strengthen corporate gov-
ernance and help pave the way for further
privatizations in the PRC, and it was re-
cently announced that BOC intends to
complete an initial public offering this year.

The Start of a Trend
Management guru Peter Drucker intro-
duced the notion of privatization as early
as 1969. It later took off with the 1979 elec-
tion of Margaret Thatcher in Britain, as her
government began a series of privatizations
that year with British Petroleum and Brit-
ish Aerospace in 1981. By 1998, about
75,000 medium- and large-sized firms had
been privatized, along with hundreds of
thousands of small business units, gener-
ating proceeds in excess of $735 billion,
according to Privatization International.

Today, except for Cuba and the Demo-
cratic People’s Republic of Korea, virtu-
ally every country has since followed the
privatization path in some measure.

The PRC was first among socialist coun-
tries to privatize SOEs, beginning with ag-
riculture in 1978. Recently, the State Asset
Management Commission announced that
out of an enormous pool of enterprises that
remain in state hands, only 196 large en-
terprises would be retained while the re-
mainder would be transferred to local
governments to either sell or restructure.

Why Privatize?
The need for privatization stems from the
inefficiency, poor management, and low
productivity common to many SOEs. Un-
der state ownership, bureaucrats who have
no right to the cash flow generated by the
business are often motivated instead by
political favoritism and corruption. Poor
quality of goods and services, mounting
losses, and rising debts are the result.
Privatization realigns motivation toward
better allocation of cash flows through
managerial and technological innovations.

However, privatization of monopolies
without appropriate regulatory restrictions
may create unfair profit opportunities and
overall welfare losses. Post-1992 Russia is
the most notable example of how
privatization of SOEs can lead to oligar-
chy and monopoly. Indeed, privatization
has been dogged by concerns about rising
unemployment and social dislocation.
Where transactions lack transparency, they
signal corruption and illicit private gain in
the name of public interest.

Getting It Right, Step by Step
Many countries have been able to manage
the privatization process through a frame-
work that adequately deals with the legiti-

mate interests of all stakeholders. The ex-
periences of these countries tell us that a
successful privatization strategy must take
into account the following steps, which
can help mitigate concerns arising from
the privatization process.

Step 1: Set clear goals. Step 1: Set clear goals. Step 1: Set clear goals. Step 1: Set clear goals. Step 1: Set clear goals. The goals of
privatization should be made clear and its
strategy must derive from those goals. If
not, the process may be captured by pri-
vate interests and lose legitimacy. By es-
tablishing the principles early that will
govern what assets and services will remain
under state control, privatization can help
attract new capital, technologies, and man-
agement; and spur added competition. It
can supplement state revenues and help
minimize the drain on state budgets.

Step 2: RStep 2: RStep 2: RStep 2: RStep 2: Reform the regulatory frame-eform the regulatory frame-eform the regulatory frame-eform the regulatory frame-eform the regulatory frame-

ADB considers the steps needed to privatize the PRC’s state sector successfully
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work. work. work. work. work. The regulatory framework govern-
ing privatized firms should be established
prior to privatization.1 Studies show that
investors will pay substantially more for
firms in countries where regulatory reform
took place before privatization.

A regulatory framework that attracts
investments is one that nurtures compe-
tition, promotes good corporate gover-
nance, and provides that the government’s
role as owner must be separated from its
role as regulator. The PRC has already
made progress reforming its basic finan-
cial architecture by establishing regulatory
commissions for the banking, securities,
and insurance industries; and establishing
a code of corporate governance for listed
companies. More work is needed to ad-
dress issues including the rule of law, credi-
tor rights, shareholder rights, accounting
standards, foreign bank presence, and
elimination of state ownership of the bank-
ing sector.

Step 3: Build political and socialStep 3: Build political and socialStep 3: Build political and socialStep 3: Build political and socialStep 3: Build political and social
support. support. support. support. support. Government must take time to
ensure political and social support for
privatization. Support for privatization in
Europe and the United States has waned
whenever the private sector lacked ac-

1 Experience also suggests that restructuring a
firm should be postponed until after
privatization. These decisions are best made
by the new owners in a way that fits their par-
ticular strategy and outlook, and pre-
privatization restructuring can often be more
costly, sometimes outstripping the proceeds
raised from the privatization itself.

countability and social commitment.
Without significant and appreciable politi-
cal and social support for privatization,
workers may fear job losses or future job
security; government bureaucrats may fear
a loss of privileges; and even consumers in
rural or other marginalized areas may fear
a privately owned company may no longer
provide them services.

Step 4: Ensure transparency and com-Step 4: Ensure transparency and com-Step 4: Ensure transparency and com-Step 4: Ensure transparency and com-Step 4: Ensure transparency and com-
petitiveness. petitiveness. petitiveness. petitiveness. petitiveness. The method of privatization
must be transparent and competitive.....
Whatever method is chosen, information
should be shared with key constituents
such as workers. Often, the lack of infor-
mation and stakeholders’ lack of involve-
ment in the process stir unwarranted fear
and opposition.

Step 5: PStep 5: PStep 5: PStep 5: PStep 5: Promote institutional devel-romote institutional devel-romote institutional devel-romote institutional devel-romote institutional devel-
opment. opment. opment. opment. opment. The government needs to build
institutional capacity to support privatiza-
tion. To successfully execute a privatiza-
tion program, governments must be able
to analyze complex policy and strategic
issues, introduce new laws, weigh different
privatization options, and negotiate and
complete deals. Skills in financial restruc-
turing, valuation, and regulatory systems
are essential. Without them, privatization
will always face higher risks. In addition,
governments must strengthen core insti-
tutions, such as the “rule of law,” to en-
courage the development of capital
markets and institute proper reform of the
financial system.

Step 6: Enhance domestic capitalStep 6: Enhance domestic capitalStep 6: Enhance domestic capitalStep 6: Enhance domestic capitalStep 6: Enhance domestic capital
markmarkmarkmarkmarkets. ets. ets. ets. ets. Finally, measures must be taken
to enhance domestic capital markets. The
PRC relies disproportionately on banks to
provide financial services, and is vulnerable
to financial and macroeconomic instability.
The weakness of the domestic capital mar-
ket compounds the problem. In the long
run, a robust debt and equity market in
the PRC will ease privatization. It will help
broaden access to the capital markets to
medium-sized enterprises and, as aspiring
market entrants, encourage corporate good
governance and accountability. 

BOOMING SHANGHAI To maintain high
growth, the PRC needs to privatize
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Privatization realigns
motivation toward better
allocation of cash flows
through managerial and
technological innovations
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By Sarah Mayo
Capacity Building and Training Associate
Asian Development Bank Institute

Shortly after assuming
my role as  CD-ROM Re-
view Program Assistant
for the Asian Develop-
ment Bank Institute

(ADBI), I was given a chance to
meet with ADBI Dean Peter
McCawley to discuss the Institute’s
CD-ROM review program and
online library. Since it was my job
to help stakeholders understand
what the review program is all
about, I wanted to better under-
stand how a CD-ROM review could
have an impact on development in
the Asia and Pacific region. Here is
what I learned.

The most basic question I have is why
ADBI bothers to review a CD-ROM when
so many Internet-based, e-learning, and
multimedia training opportunities are
available on the web?
Well, although the Internet’s penetration
is high in many places, most people in de-
veloping countries do not have the band-
width to stream multimedia. CD-ROMs
can be one way for people to learn new skills
and access development knowledge. Many
CD-ROMs are free, but how good is the
quality? This is what the program is about.

The review program is small, but grow-
ing. Now, over 66 CD-ROM reviews are
posted on the ADBI website. Do you
believe that these CD-ROM reviews assist
development practitioners in Asia?
Absolutely. Particularly when you take into
account the extraordinary revolution in ac-
cess to global information and knowledge
over the past 10 years. These days, the chal-

Rave Reviews?
ADBI’s CD-ROM reviews are helping development practitioners better target
ICT resource expenditures and find quality interactive CD-ROM tools

lenge is how to handle that huge amount
of data rather than how to manage with so
little data, as was the case a decade ago.

So against this background, these CD-
ROM reviews help sift through and iden-
tify relevant and good products for
practitioners in developing countries. Each
review offers feedback to both producers
and consumers and gives an expert opin-
ion on different aspects of the CD-ROM.
These opinions speak volumes about the
product’s overall value to the consumer.

And because we commission reviews
that cover all sorts of topics—from agri-
culture and rural development to health
and gender issues—I believe that the re-
view program spreads development infor-
mation and knowledge around the Asia and
Pacific region, which in a modest way sup-
ports ADB’s own development agenda.

How have CD-ROM producers responded
to reviewer ratings, both low and high?
In general, the reaction from producers has
been very supportive. Some producers come
back to us delighted, and often provide links
to the reviews on their own websites. Still, a
few producers have protested a low rating;
one producer even said that they would not
send us CD-ROMs for review anymore!

What about the online library? It now
has over 345 titles listed. Is the library
favorably impacting access to develop-
ment information and knowledge?
Yes, we are now steadily expanding our col-
lection month by month.

The current CD-ROM library is really
a bibliography of all the CD-ROMs that
we have found may be of interest to people
in the development community. The li-
brary provides a handy, easy-to-access, and
searchable listing of development-related
CD-ROMs for people to check through.
All ordering information is included so
users can readily get a copy.

Do you think interactive CD-ROM

training tools are a cost-effective way
to approach capacity building and
training at the local level?
Probably, although we are learning as we go
along. On the demand side, the need for
new training tools to support capacity
building and training in developing coun-
tries is immense. Literally hundreds of mil-
lions of people are keen to learn new skills
and gain information and knowledge of all
kinds. But on the delivery side, we are still
learning how best to meet this need.
“Blended” types of learning may be best,
depending on the local situation.

For example, in a microfinance course
that ADBI recently conducted with the
World Bank and the United Nations, we
combined three electronic modes: World
Bank’s Global Development Learning Net-
work (GDLN) of video-linked teaching
classrooms, interactive CD-ROMs, and the
web for tutorial discussions in between the
scheduled GDLN “classroom” sessions.

These CD-ROM reviews
help sift through and
identify relevant and good
products for practitioners
in developing countries

Peter McCawley, Dean, ADBI
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This particular type of “blended” learning
worked very well.

What is the potential of the program
to influence capacity building and
training in the region?
We’ll have to see. If because of our reviews
consumers learn about good and appropri-
ate CD-ROMs to use for training and use
them effectively, then the potential could
be very considerable indeed.

According to ADBI’s internal web statis-
tics, the CD-ROM library is the second
most visited section of the ADBI website.
What does that indicate to you?
It’s certainly very encouraging. Clearly, this
provides ADBI with good information
about what people who are accessing our
website are interested in, and that we are
meeting a need by providing these CD-
ROM reviews and library listings.

Since we started, the CD-ROM pro-
gram has made one thing abundantly clear:
the production of development-related
CD-ROMs is increasing, so our library and
reviews are part of a growing segment of
the information market in the developing
world. And, of course, because more than
a few of the CD-ROMs we review are free,
people are naturally rather keen on check-
ing out expert reviews of material that is
available for free.

What are the other benefits of the CD-
ROM review and library resources?
Some CD-ROMs provide excellent re-
search and project information. For ex-
ample, the International Rice Research

Institute in the Philippines produces an ex-
cellent compendium called the “Rice
Knowledge Bank.” The reviewer described
this CD-ROM as “the world’s rice knowl-
edge repository. It is a state-of-the-art in-
formation source on general and specialized
areas of the rice crop.” It was flagged as
useful for a wide range of users—research-
ers, students, and the public.

How can ADBI expand the program to
better meet the development needs in
Asia?
ADBI could do two things to improve the
outreach and effectiveness of CD-ROMs
for teaching and research across Asia and
the Pacific. First, we need to have CD-
ROMs with local content that are custom-
ized for local use and are specifically
designed for and produced in developing
countries in Asia and the Pacific. Second,
we need to look for ways to translate or
produce CD-ROMs into local languages—
in Chinese, Indonesian, Vietnamese, and
other languages.

How can ADB and ADBI staff contribute
to the success and effectiveness of the
CD-ROM library and review program?
That is easy. Support the program by tell-
ing us about quality CD-ROMs to list in
the library and to review, and help us find
qualified reviewers. And, of course, our col-
leagues can always direct others to this
valuable resource! 

NEWS FOR NGOS

A Common Approach to
Corruption
ADB President Haruhiko Kuroda and
leaders of six other international finan-
cial institutions have agreed on the need
to standardize the definition of corrup-
tion, improve the consistency of investi-
gative rules and procedures, strengthen
information sharing, and assure compli-
ance and enforcement actions taken by
one institution are supported by all. They
have also agreed to work together to as-
sist countries in strengthening their ca-
pacity to combat corruption and improve
cooperation with civil society, other
stakeholders, and institutions to enhance
transparency and accountability. 

Improving Livelihoods
of Pakistan’s Coastal
Communities
Pakistan has asked ADB to help design,
in a consultative and participatory man-
ner, a coastal and inland community de-
velopment project covering the coastal
districts of Badin, Thatta, and Karachi.
The proposed project aims to improve
the investment environment and liveli-
hoods of local people. For more infor-
mation, contact Vidhisha Samarasekara
at vsamarasekara@adb.org. 

Addressing Poverty in
Jiangxi Province
NGOs have been selected to be partners
in state-funded poverty reduction activi-
ties in the People’s Republic of China. They
will work with local governments, villag-
ers, and other stakeholders in Jiangxi
province on poverty reduction and plan-
ning, and oversee poverty reduction ef-
forts identified by poor communities. As
this is the first time in the PRC that state
funds for national programs have been
channeled through NGOs on a significant
scale, the pilot has the potential to fun-
damentally change the way the govern-
ment pursues poverty reduction efforts
and state-funded programs more broadly.
For more information, contact Christopher
Spohr at cspohr@adb.org. 

For ADBI CD-ROM reviews, go to
www.adbi.org/cdrom.reviews
To see the ADBI CD-ROM Library, visit
www.adbi.org/cdrom.library
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FOR HER FUTURE Mangrove saplings are starting to take root in a coastal town in Agusan del Norte, Philippines. The
mangrove project is part of the ADB-funded Fisheries Resource Management Project that is working to reverse the decline
in marine resources to benefit future generations. This edition of ADB Review features several capacity-building programs
in the Philippines.
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