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By Ian Gill
Principal External Relations Specialist

SUVA, FIJI

The 13 Pacific developing member countries of the Asian Development Bank (ADB)
face a painful dilemma: make the jolting transition to join the new global economy or
stick to traditional ways and risk being left further behind. The eight million people
who inhabit islands scattered over an area larger than Asia have distinctive economic

challenges that include a limited resource base, small markets, and high costs of trading
over great distances. As a result of external shocks, internal mismanagement, and corrup-
tion, Pacific countries—once regarded as tropical paradises with balmy climes, ample food,
rich timber, mineral, and marine resources—have seen steady erosion in the quality of life.

Pacific Dilemma:
Swim Together or Sink
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“The crux of the problem is that the
regional population has expanded at 3%
annually for three decades, while gross na-
tional product has grown at less than 1% a
year—this means living standards have de-
clined for all except the urban elite,” says
Jeremy Hovland, Director General of ADB’s
Pacific Department.

ADB is preparing a new Pacific strategy
to respond to disappointing growth and
rising poverty, particularly in Papua New
Guinea (PNG), Solomon Islands, and
Vanuatu.

In addition, the strategy will aim to pro-
mote the private sector by reducing the
heavy reliance on government, reverse the
alarming rise in environmental degradation
(see story, p. 18), and strengthen the role of
women politically, economically, and socially.

Due to be approved in early 2004, the
strategy will be reinforced by ADB’s new
Pacific Subregional Office in Suva, Fiji
Islands. The office, scheduled to open in
February 2004, will improve ADB’s services
delivery throughout the region.

In the Pacific, ADB’s goal of poverty
reduction is focused on attacking “the
poverty of opportunity,” says Mr. Hovland.
“This is because people lack access to
education, health, and other opportunities
to improve their lives.”

A major thrust of the new strategy is to
encourage governments to gradually turn
over many of their responsibilities to the
private sector.

“We are moving away from the ‘nanny
government’ that provides everything, and
governments are accepting the role of
encouraging the private sector to play a big-
ger role in economic growth,” says Peter
King, ADB Director (Area B), Pacific Op-
erations Division.

Innovative Incentives
The plan is aimed at helping governments
get out of unprofitable businesses, provid-
ing incentives, and removing red tape for
entrepreneurs replacing them. This in-
cludes privatizing or corporatizing state-
owned enterprises and promoting com-
petition while ensuring that governments
have appropriate regulations in place. For

example, ADB is helping the Fiji Islands
develop an independent water authority that
will adopt corporate practices, including
cost-recovery measures. Mr. King is quick to
point out, however, that the public interest
will be safeguarded. The authority’s per-
formance will be measured against bench-
marks and “the threat of being replaced by a
competitor should help keep it honest,” says
Mr. King.

An example of innovative incentives for
entrepreneurs being considered by ADB is
“subsidy bidding,” which means that, for a
socially desirable but commercially doubt-
ful venture such as a shipping service for a
thinly populated island, businesspeople
will bid for the least amount of subsidy
needed to provide the service.

ADB will also help address the critical
issue of customary land. Tribes or custom-
ary owners communally own the great ma-
jority of land in the Pacific, which means
that it cannot be used effectively as collat-
eral. “This is a major constraint to private

sector development as well as to foreign
investment,” says Mr. King.

Without ownership transfer, land can be
leased for entrepreneurial purposes, and
ADB will help improve the current land
leasing system. It will assist in registering
land and defining boundaries; registering
leases against the land to avoid multiple
leases on the same land; and enhancing the
system of land valuation to provide land-
lords with incentives to develop land and
provide tenants with more security.

In addition, ADB is help-
ing develop ways for people to
use crops or movable assets
(such as vehicles and house-
hold appliances) as collateral.

P A C I F I C

MORE BUSINESS Creating a register of assets
will help small entrepreneurs when seeking
loans (above); ADB is preparing its first
regional loan to promote regional aviation
safety (right)
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It’s a question of ‘divided we fall, united we stand’
Peter King, Director (Area B) Pacific Operations, ADB“

“
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This involves creating a register of assets
and establishing a credit reference bureau
that banks and other lending institutions
can use when assessing loan applications.

Most importantly, Pacific countries,
lacking significant internal markets and
with minuscule intraregional trade—as
they produce similar products—need to set
up a regional quasi-trading bloc to reap the
benefits of economies of scale.

“It’s a question of ‘divided we fall,
united we stand’,” says Mr. King. “It’s like
a man standing astride a picket fence with
one foot steeped in tradition and the other
in the global economy. He will be hurt
whichever step he takes, but we’re trying
to make it as least painful as possible.”

Bringing Islands Closer Together
ADB already supports regional cooperation
in fisheries; air transport; financial sector
restructuring, including addressing money
laundering; public sector management; and
governance.

The new strategy will seek to extend
such connectivity to bring the islands closer
together. In aviation, for example, ADB is
preparing its first regional loan of up to
$3 million to establish a Pacific aviation
safety office in Vanuatu to provide safety
and security checks for all aspects of air-
line operations, including passenger and
freight services and catering.

“Instead of each country doing this and
shouldering high costs, there will be a re-

gional body to do this on a fee-for-service
basis,” says Mr. King. “It may not be earth-
shattering, but getting countries to work
together will make them realize the ben-
efits of cooperation in the aviation indus-
try, and they could then apply the same
approach to areas such as air space man-
agement, which is highly fragmented.”

Similarly, ADB is trying to boost regional
shipping by modernizing ports (see story,
p. 20) to boost efficiency and cut turnaround
times for vessels, including those of the
Forum line, owned by Pacific countries.

In fisheries, People’s Republic of China,
Japan, Republic of Korea, and United
States have bilateral agreements to fish in
Pacific nations’ exclusive economic zones,
“but the Pacific would benefit from a re-
gional agreement so one country cannot be
played off against another,” notes Mr. King.

Regional trade also provides scope for
further rationalization, says Mr. King, in
fields ranging from seabed mining to coco-
nuts. He cites as an example the establish-
ment of a coconut oil processing facility
that receives raw materials from several
countries. Another example would be up-
grading an existing abattoir in Vanuatu to
provide a regional service—to which coun-
tries would send live animals—rather than
setting up suboptimal abattoirs elsewhere.

Despite limited and expensive Internet
access, the most exciting potential for con-
nectivity lies in information and commu-
nication technology, including electronic
government, says Mr. King.

“Tourists on the outer islands in the Fiji
Islands, for instance, who want to extend
visas have to fly to an immigration office in
Suva. Under an e-government, they could
get the visa online, saving time and costs.”
The same could apply to renewing licenses
or paying taxes.

“Pacific countries have to make excru-
ciating decisions, but they have little
choice,” says Mr. King. “They can move
toward greater connectivity, or there is the
possibility that they could revert to tribal
rivalries, which we have seen in parts of
Papua New Guinea and Solomon Islands.
When people start fighting, people lose con-
fidence, foreign investors flee, and there are
huge economic consequences. Such con-
flicts are the result of discontent, and it is
these underlying causes of discontent—
difficult or unequal access to opportuni-
ties—that we are trying to address.” �

CONNECTING PEOPLE Internet access is
limited and expensive in the Pacific—
but has exciting potential

WORKING TOGETHER Financial sector
restructuring is being supported through
regional cooperation
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By Ian Gill
Principal External Relations Specialist

SUVA, FIJI ISLANDS

It was in a quagmire stretch of road by
the fishing village of Sawakasa, with
clumps of mud sticking to our shoes,
that it became clear we had taken the

tougher route.
There are two ways to drive from Suva,

the administrative capital of the Fiji Is-
lands, to Nadi, the tourist mecca and site
of the country’s only international airport.
One is the southern Queen’s Road for a
smooth 3-hour ride on an all-weather road.
The other is the King’s Road around the
eastern and northern side of the main is-
land of Viti Levu for a bone-jarring journey
that takes far longer.

Some who take the latter road during
the rainy season don’t get far. One journal-
ist who drove along a graveled stretch of
King’s Road sank waist-deep into a pothole.
“Not only was the car damaged, but so was
my computer in the back,” he recalls.

The difference in quality between the
two routes is narrowing as the Asian De-
velopment Bank (ADB) upgrades several
of the Fiji Islands’ roads, including
stretches and offshoots of the King’s Road,
under the ongoing Third Road Upgrading
(Sector) Project, supported by an ADB loan
of $40 million.

“The project is upgrading various high-
traffic gravel roads on three islands and will
improve the access of remote rural areas to
markets and health and education facili-
ties as well as promote the growing tourism
sector,” says Rishi Ram Adhar, ADB Senior
Project Implementation Officer, South Pa-
cific Regional Mission.

For now, however, an expedition from

ROUGH ROAD
A new road can’t come soon enough for residents
along the Fiji Islands’ “high road” from Suva to Nadi,
where they cope with the daily dramas of traveling
on treacherous stretches, navigating huge potholes,
and pushing out bogged-down vehicles

Suva to Nadi on the “high road” in a four-
wheel drive jeep is still an unfolding drama
as we meet long-suffering residents—still
waiting for the new road to reach them—as
well as beneficiaries of a tar-sealed surface.

Mud and Dust
Act One opens, appropriately, with rain as
we bump along the east coast past Korovou,
50 kilometers (km) north of Suva, until we
stop at Sawakasa. This collection of
thatched huts around a grassy square is on
Lodoni Road, a vital link between King’s
Road and Natovi Landing, from where fer-

ries travel back and forth to the neighbor-
ing islands of Vanua Levu and Ovalau.

Beside Sawakasa runs a dirt track that
is nearly impassable in the monsoon sea-
son, and throws off billowing dust in the
dry season.

“It’s like a sandstorm when it’s dry and
the dust can be felt way beyond the road,”
says village elder Eremasi Siganisucu,
seated cross-legged on a mat made of pan-
danus leaves.

“We have to close all the window lou-
vers and doors to keep the dust out,” says
another villager, Stella Loco. “And in the
wet season, the road turns to thick mud

P A C I F I C
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RA HIGH
SCHOOL
Many
students,
even those
from remote
areas, now
have a much
easier time
going to
school

NADI Occupancy is up at the
small resorts on Wailoaloa Beach
since one road’s completion

ELLINGTON’S WHARF
Fisherman Iliesa Nakarawa
says an improved road would
cut down on the maintenance
of his pickup truck
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lows perched on a hill, the bespectacled
principal, Peni Waqa Seri, says the improved
road has made it easier for many pupils to
reach school. This includes those living in
remote places who have to cross rivers—more
than once if the creek zigzags—before reach-
ing the road to catch the school bus.

“The improved travel conditions not
only enable students from far-off places to
reach school more easily but also help at-
tract teachers to this area,” he says, adding
that he moved here only recently from a
school in the interior.

“Before the road was improved, the
number of students boarding at the school
would rise sharply before exams so they
could spend less time traveling and more
time studying.”

One tall, 17-year-old student, Freddy
Nacagi, says it used to take him an hour to
get to school from his village and, if it rained
hard, he would stay home. The repaired
road has cut down his journey substantially.

Good Road Sparks Business Boom
Act Three opens with our arrival at our des-
tination, Nadi. Supporting moves to boost
tourism, a new 3-km road from one of the
town’s main streets to the coastal resort of
Wailoaloa was completed with ADB assis-
tance in November 2002.

The transformation of a swampy track
into a well-engineered street with lights,
bus bays, and parking lanes has drawn plau-
dits from media as well as Wailoaloa’s 1,500
residents.

One regional business magazine opined
that one of the town’s “worst roads” is now
the “pride of Nadi” and has already sparked
a business boom. At one of the small hotels
around Wailoaloa Beach, manager Jiten
Kumar reports that occupancy has soared
from 70% to 100% since the road’s com-
pletion, and the staff has doubled from 15
to 30.

Long-time resident Sala Derenalagi, a
lecturer at a teacher’s training college, says
the road has changed the life of her family.
“When it rained, it used to mean we either
could not go to work, or we were late. It also
made life difficult and expensive with the
wear and tear on cars.”

Meanwhile, residents around Korovou
in the northwest still chafe at the inconve-
niences of an unsealed road, but they can
take comfort from the fact that it will be
different in a couple of years. �

and transport—mainly vans operated by
private families—becomes infrequent,
irregular, and expensive.”

The road’s poor condition affects busi-
ness, too.

At the scenic but isolated Uru’s Water-
fall, 14 km up the King’s Road from Korovou,
owner Urupeni Senibulu says that the re-
sort, a stopping point for tour buses, will be
more popular once the road is fixed.

Climbing up the highland stretch of
King’s Road, we enter dairy country, where
the potholes are so big that even cows pick
their way around them.

Fisherfolk, too, complain about the
road’s parlous condition. Iliesa Nakarawa,
who fishes for rock and salmon cod off
Ellington’s Wharf and sends big catches to
Suva, says, “An improved road would cut
down on the maintenance of my pickup
truck.”

Says Robert Patterson, who runs a bus
service between Suva and Natovi, as well as
ferries from Natovi, “We carry over 50,000
passengers a year on this route and some-
times the buses get bogged down in the mud
and have to be hauled out.” He estimates
passenger demand will rise by 12% to 15%
once the stretch to Natovi is tar-sealed.

Upgrading the road is not just a matter
of civil works, says Paula Baleilevuka,
Project Management Engineer for the Fiji
Islands’ Ministry of Works and Energy. “We
have to negotiate with the landowners whose
properties border the road, and this takes
time.” Nonetheless, she is confident that the
roadworks should be completed by 2005.

Easier Journey to School
Act Two starts after crossing the high point
in the mountains at Dama. The sealed road
greets us as we descend into the northern
side of the island. With its drier climate,
the sugar belt towns of Rakiraki, Ba, and
Lautoka on the north coast serve prime
cane-growing areas.

The smoother road, parts of it upgraded
under an earlier ADB-supported project,
brings obvious benefits to cane cutters in
the field and drivers who truck cane to the
mills, as well as the women at Vaileka mar-
ket, who bring in their fruit and vegetables
from the surrounding countryside.

At Ra High School, a cluster of bunga-
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URU’S WATERFALL
Urpeni Senibula and
children; he hopes
the sealed road will
bring more tourists

SAWAKASA
Stella Loco
cleaning the
window louvers

SAWAKASA Village elder
Eremasi Siganisucu preparing
yaqona (ground root of a
pepper plant) to offer visitors

NEAR URU’S WATERFALL The potholes
are so big even cows go around them
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By Ian Gill
Principal External Relations Specialist

SAVAI’I, SAMOA

Starting up a small business in
the Pacific is difficult, as land
is communally held and can-
not be used as collateral. It is
even more daunting on the vol-

canic, largely rural island of Savai’i which,
though larger than Samoa’s main island of
Upola, has a smaller population of 45,000.

Yet an innovative Small Business Dev-
elopment Project, which started in April
2002 and is supported by a $3.5 million ADB
loan, is enabling women to play an impor-
tant economic role in a male-dominated
society and, in so doing, improve lives for
their families.

The project includes a pilot component
to provide loans of up to 5,000 Samoan tala
(ST) ($1,600 at the rate of ST3 to $1) for
microenterprises and a guarantee scheme
for small business loans up to ST20,000
($6,700). Both are run by nongovernment
organizations (NGOs).

Matching Buyer and Seller
In the village of Falealupo, in the island’s
western corner that still bears the scars of a
devastating cyclone in the early 1990s,
Lologo Alusamoa is using as collateral her
skill as a weaver of fine mats.

Squatting in a modest house, Ms.
Alusamoa is threading the fine strands of a
pandanus leaf to make a high-quality ie ole
malo (ceremonial mat), a prized gift at Sa-
moan weddings, funerals, and investitures.

The quality—and price—of a fine mat
depend on the time spent making it, gen-
erally 16, 20, or 25 weeks.

However, the buyers of such mats usu-
ally reside in the capital of Apia or over-
seas, while the weavers live in rural areas. To
bridge the gap, the NGO Women in Business
Foundation (WIBF) acts as a go-between.

“Not only do we match buyer and seller,
we also protect the interests of both par-
ties,” says Rosa Me, a Senior Project Of-
ficer for WIBF.

“I check on the quality of the mat for
the buyer and, if the weaver has been tired
and the stitching is not as good as it should
be, I ask her to do it again,” says Ms. Me. “I
also protect the weaver against a buyer who
tries to reduce the price from the one they
had agreed upon.”

P A C I F I C

In this case, the price is ST2,500 ($833)
for a mat that takes 25 weeks to make.
Ms. Me pays Ms. Alusamoa weekly install-
ments of ST100 ($33).

This is the only cash Ms. Alusamoa and
her husband earn. It enables them to vary
their subsistence diet of home-grown crops
for their seven children.

“This is my fifth fine mat,” says
Ms. Alusamoa. “From the sales of earlier
mats, we bought a water tank and sheets of
corrugated iron to reroof our house. We would
also like a loan to carry out house improve-
ments, including cementing the floor.”

In addition to finance, WIBF provides
business counseling that includes advice
to save a little each month through the
NGO for emergencies.

“Saving is a relatively new concept in
Samoa as people generally distribute money
to the church and to their family obliga-
tions and spend the rest on themselves,”
says Ms. Me.

Chips and Pancakes
In another village, Samauga, in a house with

pigs and chickens running around, husband
and wife Opeta and Maima Sooalo are seek-
ing a loan to take their microenterprise to
another level. They slice and deep-fry taro
(a starchy root crop) and bananas and sell
them as chips in small plastic bags. Ms.
Sooalo’s biggest market is the students
at two nearby schools, but she also sells
through retail stores. After deducting the
costs of taro, bananas, cooking oil, salt,
and plastic bags, the profit is around 60%.

Sitting on a mat, Mr. Sooalo says he
wants to expand and improve the kitchen
to be able to produce more chips, and also
to venture into making panikeke (Samoan
pancakes), a popular breakfast food and snack.

“There is only one neighbor selling pan-
cakes, and he usually runs out of supplies
by midmorning. I think we have a niche,
especially on weekends,” he says.

But if his profit is so high, why does he
need to borrow?

Mr. Sooalo explains that, as one of the
few villagers earning cash, he is frequently
approached for loans in addition to his
faalavelave (family obligations). However,

IN BUSINESSIN BUSINESS
More than 170 loans have helped women—
and men—start or expand businesses
More than 170 loans have helped women—
and men—start or expand businesses
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few of the loans are repaid, and he is cash-
strapped.

Baking Cakes
More ambitious projects are backed by
ADB’s guarantee scheme for small business
loans of up to ST20,000 ($670), run by the
NGO, Small Business Enterprise Center
(SBEC).

In the village of Saipipi, Folole Tofa
Poasa, a jovial woman, runs a large bakery
that makes cakes and pastries. After start-
ing in “a shack” 8 years ago, Ms. Poasa,
helped by a loan, has a staff of 10.

She found a niche in wedding cakes—
Samoans love elaborate cakes, the fancier
the better—for no one was making them
on Savai’i, and people had to order them
from Apia.

Ms. Poasa builds cakes up to 50 tiers
high with ornamental edibles.

The loan enabled her to import equip-
ment, such as ovens and mixers to mecha-
nize manual tasks, as well as decorations
and water fountains.

The monthly average of three to four
orders soars in the popular wedding month
of December, when she once made 11 cakes
in a week.

Her stable income is from pastries, and
she has profited from adaptability.

“I once tried to sell New Zealand meat
pies at ST3 ($1) each, but sales were
slow,” recalls Ms. Poasa. “So I adapted it
for local tastes. I made a smaller, half-
moon shaped pie, included some local
ingredients, and priced them at ST1
($0.33) each—now we sell more than
200 a day.”

With a profit margin of 60%, Ms. Poasa
has made money from day one. Though oth-
ers are starting rival bakeries, she says she
will keep ahead with ever more sophisti-
cated cakes.

Moving Forward
In just over a year, SBEC has processed over
170 loans—and learned some lessons.

“Many early loans were approved for
people to get taxis or open retail shops.
However, such ventures are difficult to
sustain as they are in overcrowded fields,”
says Leota Laki Lamositele-Sio, the Apia-
based Manager of the ADB project. “People
like a business that pays cash every day,
but after a while they feel the competition
and run the taxi for longer hours or keep the
store open till late at night.”

Says Anaseini
Vatucawaqa, ADB Se-
nior Project Imple-
mentation Officer,
South Pacific Re-
gional Mission, “We

are encouraging SBEC to finance a greater
variety of enterprises to include fields such
as mechanical work, fishing, sewing, cattle
farming, boutiques, or catering.”

The project also includes policy com-
ponents to encourage more private sector
activity, for example, by working on ways
to use land leases as collateral, establish a
system for registering personal assets—such
as vehicles—as securities, and promote set-
ting up a credit bureau.

One cultural obstacle for budding en-
trepreneurs is that Samoa’s hierarchical
society makes the concept of service diffi-
cult to understand for some.

“If you are a chief, or a chief ’s son or
daughter, you are used to being served, and
it’s hard to engage in an enterprise that is
service-oriented,” notes Leota.

Nonetheless, for many women, a loan
to start a small business can open up a brave
new world. �
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Saving is a relatively new concept in Samoa
Rosa Me, Senior Project Officer, Women in Business Foundation“
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mat that takes
25 weeks to make

WEAVING WONDER
Lologo Alusamoa
earns $833 for a
mat that takes
25 weeks to make

SMART BAKER Folole Tofa
Poasa says she has a
profit margin of 60%
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By Marcia R. Samson
Senior Editorial Officer

NUKU’ALOFA, TONGA

Tongan fisherman Siona Sisi
catches about 20 kilos of fish a
day after 5 hours of effort. He
earns about 60 pa’anga ($28) a
week from his fish catch, with

about a third going to boat rental. For now,
he can only dream of buying his own boat,
which would cost about 10,000 pa’anga
($4,650).

“I do not want my children to be fisher-
men. I want them to work on the computer,”
says Mr. Sisi, a father of four. Fish and crops
such as taro and yam plus fruit are always
available, but—like many other Tongans—
he says his family prefers eating imported
meat, such as mutton.

Small fisherfolk like Mr. Sisi are on their
own. He dislikes the idea of working on a
big fishing vessel that would take him away
from his family for days. So he fishes for
subsistence, always wishing he could save
not just for a rainy day but for a Pacific cyclone.

To help develop Tonga’s fishing indus-
try, especially the commercial tuna fishing
sector and support small fishermen like
Mr. Sisi, ADB approved in 1990 a $2.4 mil-
lion concessional loan from the Asian
Development Fund. The aims of the Fish-
eries Development Project were to create
more jobs, increase fisherfolk’s income, bring
in foreign exchange earnings, help move to-
ward a positive trade balance, and provide
new investment opportunities in related
activities including fish processing.

Shore facilities were provided at the
Faua Fisheries’ Harbor on Tongatapu Is-
land, in the vicinity of Tonga’s major port
of entry. These included a small office
building, a warehouse, a workshop, and
cold storage facilities. The project also fi-
nanced the construction of two steel-
hulled long-liners that were to be part of a
commercial tuna fleet.

Looking Out for the
Small Fry at Sea

as a majority state-owned enterprise in
1990 by the Government, ADB loan pro-
ceeds from 1994 were used to further de-
velop it. By the end of 1999, however,
the company had accumulated losses de-
spite industrial development incentives,
and in 2001, the Government decided to
divest itself of Sea Star, following the
project’s recommendation.

According to a 2002 ADB report, Tonga:
Natural Resource Use and Sustainable Socio-
economic Development, “One of many lessons
learned from the Sea Star experience is
that Government should not be involved
in commercial activities.”

Meanwhile, Siona Sisi still dreams of
owning his own boat. �

But says ‘Akau’ola, Secretary for Fish-
eries, more than just acquiring fixed assets,
Tonga’s fishing industry needs better
management. He cites the 2001 Tonga
National Tuna Management and Devel-
opment Plan. It aimed to maximize
Tonga’s economic benefits from its tuna
resources through both harvesting and
processing.

The Government, he says, also needs
to divest itself of all commercial and semi-
commercial activities and focus instead
on core regulatory activities. Among the
ventures it was involved in was Sea Star
Fishing Company Limited. Established

I do not want
my children to
be fishermen.
I want them to
work on the
computer

“ “

Siona Sisi
Tongan fisherman

Small fisherfolk and the tuna industry have some-
thing in common: both need improved management

FRESH CATCH Small fisherfolk are benefiting
from the project through the creation of
more jobs and increased incomes

P A C I F I C
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By Jak Jabes and Thuy Mellor
Director, Governance and Regional Cooperation
Division, Regional and Sustainable Development
Department; and Financial Management Specialist,
Pacific Operations Division

Improving governance in the Pacific
will help achieve the Millennium De-
velopment Goals, promote economic
development, and improve liveli-
hoods, concluded representatives of

governments and nongovernment organiza-
tions (NGOs) from 11 Pacific countries at
a workshop on Regional Governance Strat-
egy for the Pacific held in late July in the
Fiji Islands. They discussed preliminary
findings of the Asian Development Bank
(ADB) governance assessments and consid-
ered the relationship between modern pub-
lic administration systems and traditional
“custom” societies of ADB’s Pacific devel-
oping member countries (DMCs).

Stronger Expenditure Management
In recent years, ADB has been conducting
governance assessments to look at the “ma-
chinery of government,” civil service, lo-
cal government, public expenditure
management, justice and regulatory sys-
tems, and civil society participation in
public policy making. ADB has gathered
country-specific data through discussions
with senior officials, NGO representatives,
development partners, and available pub-
lished material.

The governance assessments have con-
cluded that Pacific DMCs tend to share
similar weaknesses in governance. Key ar-
eas for improvement include policy analy-
sis and formulation, budgeting to permit
greater forward planning and control, and
interaction between civil society and gov-
ernment. The assessments have also
pointed to weak oversight mechanisms,
both at the administrative and parliamen-
tary levels. The clash between traditional

and modern governance was found to be
pervasive, as reflected in numerous failed
attempts to apply the merit principle in
the civil service.

Based on the country assessments and
ADB’s capacities, it was suggested that
ADB’s governance support focus on public
financial management—helping countries
rein in public expenditures and strengthen
control mechanisms. ADB could also help

develop NGO capacity to comprehend—
and support improvements to—public
administration, including expenditure
management.

Taking Account of Country Needs
While generally concurring with ADB gov-
ernance assessments, workshop partici-
pants identified areas requiring further
attention. For example, some observed that
national reform agendas have often been
driven by donors and consultants without
adequately considering country-specific
factors. This tendency has negatively af-
fected the sustainability of reform initia-

tives, which have faltered when consult-
ants depart and donor projects come to an
end.

Several participants encouraged ADB to
further analyze the quality of senior lead-
ership, and the limited understanding by
politicians of the respective roles of Par-
liament, its committees, and individual
parliamentarians. These issues were con-
sidered very important, given the poten-
tial impact of corruption in public service
systems on economic and social develop-
ment, or abuse of traditional customs and
values.

While participants noted a need to bal-
ance tradition with modern governance,
they also agreed that change is required.
They identified as particularly important
strengthening parliamentary oversight
committees, training media, introducing
civic education in schools, and enhancing
policy-making and implementation skills.

Many called for a translation of laws and
other governance documents into local
languages—a daunting task in some
countries where local languages number
in the hundreds.

Looking beyond the productive ex-
change of information and views at the
workshop, participants agreed that next
steps should include setting governance
reform priorities for each country. Given the
well-established relation between good
governance and the well-being of the poor,
it was recognized that improving public
administrations must be high on the policy
agenda for all Pacific DMCs. �

Given the link between good governance and the
well-being of the poor, improving public administra-
tion needs to be high on the policy agenda

Governance Comes
of Age in the Pacific

WEIGHING THE CHOICES Workshop participants agreed that change is required in the Pacific,
but tradition must be balanced with modern governance to have sustainable impact
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Photos and text by Ian Gill
Principal External Relations Specialist

SUVA, FIJI ISLANDS

The Fiji Islands’ vital sugar industry is battling for sur-
vival. About a third of the population depends to
some degree on sugar, which also accounts for
more than 30% of the Fiji Islands’ export earnings.
For decades, the Fiji Islands, along with other mem-

bers of the African Caribbean Pacific group, has enjoyed a
guaranteed market for sugar at preferential prices with
the European Union (EU), which paid at least double the
world market price to help the development of the sugar
producers.

As a result of this arrangement, however, the sugar indus-
try—which once performed up to world class—has become
uncompetitive. It is plagued by high costs and low yields that
stem from problems, including antiquated sugar mills and
inefficient rail transport, a land tenure system that lacks in-
centives to improve, and politics that make reform difficult.

Now, under the World Trade Organization’s free trade
regime, the EU plans to remove its subsidized prices from the
end of 2007. This means the Fiji Islands’ sugar industry,
which is technically bankrupt, has to undergo a drastic
restructuring.

Under an ongoing technical assistance grant of $600,000
approved in 2002, the Asian Development Bank (ADB) is
providing a neutral forum for stakeholder consultations on
restructuring the industry, along with technical advice.

ADB’s proposed Alternative Livelihoods Development
Project, subject to the approval of ADB’s Board of Directors,
will provide support for affected people (see story, p. 14). �

WHEN SUGAR
TURNS SOUR
Drastic restructuring is needed
in the Fiji Islands’ sugar industry.
But what will be the cost?

P A C I F I C
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HARD LABOR A profile of the Fiji Islands’
soon-to-be restructured sugar industry,
clockwise from bottom: Cutting cane,
loading it, and moving it by train and
truck to the sugar mill for processing
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BETTER HARVEST
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By Ian Gill
Principal External Relations Specialist

NAVUA, FIJI ISLANDS

Five generations of Hari Narayan’s
family span the Fiji Islands’ sugar
history—from its harsh begin-
nings to its current painful re-
structuring. A well-built man of

63, Mr. Narayan relates how his grandfa-
ther came from India as an indentured la-
borer in the late 19th century to work on a
sugar plantation. Granddad acquired a lot
in Votualevu, Nadi District, on which his
descendents, including Mr. Narayan, grew
sugarcane until the lease expired 4 years ago.

Under a government scheme, Mr.
Narayan resettled his family in Navua,
30 kilometers (km) west of Suva, where he
grows taro (a starchy root crop), Hawaiian
papaya, and eggplant, which bring more
income with less labor than sugar.

His sons used to cut cane, but one is
now a fruit and vegetable farmer while two
others are drivers. Pointing to his bright-
eyed grandson, he says, “Shanil goes to a
nearby primary school, and I hope he will
receive a proper education.”

Facing a drastic drop in exports, the Fiji
Islands’ once booming sugar industry faces
an inexorable decline (see story, p.12). In ad-
dition, Fijian mataqali (clans), owners of al-
most all the land, have not renewed
expiring leases on thousands of sugarcane
farms—cultivated mostly by Fijians of
Indian descent and also indigenous Fijians.
As a result, once-productive land lies idle,
although the Government is now taking
steps to reverse this trend.

The next 5 years will see nearly 5,000

Nearly 5,000 farms will
disappear in the next
5 years, forcing 14,500
“sugar families” to look
for new livelihoods

farms disappear, forcing some 14,500 fami-
lies to look for other sources of income. Many
live in the main sugar areas of Ba, Lautoka,
Rakiraki, and Sigatoka on the main island
of Viti Levu, and in Labasa and Seaqaqa on
the other major island of Vanua Levu.

To help thousands of affected farmers
and cane cutters, the Asian Development
Bank (ADB) is preparing an Alternative
Livelihoods Development Project, partly fi-
nanced by a proposed ADB loan of $25 mil-
lion. ADB’s Board of Directors is expected
to consider the project for approval before
the end of 2003.

“ADB is looking at various ways of help-
ing displaced sugar workers and villagers
in the sugar belt,” says Kunhamboo
Kannan, ADB Principal Country Programs
Specialist, Pacific Operations Division,
who is working on the project. “We can help
some move and cultivate cash crops other
than sugar. We can provide training to learn
other trades, and we can also extend small
loans to start businesses.”

I was the eldest
son, and I quit school at
10 to work in the fields,
helping my father....We
worked 10 hours a day
and were paid 9 pennies
per ton of cane

“

“

Hari Narayan, former sugar farmer
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Tough Times for Cutters
Such news offers hope for cane cutters like
32-year-old Ramesh Chand, who has to sup-
port a wife and four children on an income
of seven Fiji dollars (F$) ($3.50 at the rate
of F$2 to $1) a day as a seasonal laborer.

With few skills after dropping out of
school at 12 and working in the cane fields
to help his family from age 14, Mr. Chand
is among the most vulnerable as the sugar
industry downsizes in light of falling
exports. “It’s very hard for us to manage,”
says his wife Roshni as she tends to their
18-month-old daughter in a wooden shack
at the edge of a plantation at Buabua vil-
lage near Lautoka.

Faced with uncertainty, Mr. Chand says
he would be interested in becoming a me-
chanic or a carpenter if he had the training.

Assistance will come too late for Ram
Sundar and his wife Taramati, as the lease
on the 15-acre lot they have cultivated for
20 years expires this December.

“We can’t sleep at night, worrying about
the future,” says Mr. Sundar, 53, sitting on
his veranda. “We want to stay, but the land-
owner is asking us to leave. I have no idea
what we’re going to do.”

Shifting Jobs a Challenge
The Fiji Islands’ sugar woes are the result
of its past success—and people like Mr.
Sundar are paying the price. For over a cen-
tury, sugar has occupied such a dominant
role in the Fiji Islands’ economy—sugar-
cane production accounts for 30% of gross
domestic product and 60% of cash farm
income—that other sectors have remained
undeveloped.

“Providing vocational training for sugar
workers to learn other trades won’t be easy
as most educational facilities are in Suva,
far from the cane-growing areas,” notes
Mr. Kannan.

Under the proposed ADB project,
schools like Labasa Sangam College on
Vanua Levu plan to extend courses to sev-
eral hundred sugar workers. These will
include mechanical and automotive en-
gineering, automotive electrics, carpen-
try and joinery, catering, home craft and

sewing, garment design, and cash
crop management.

A proposal to make small loans
available for displaced farmers also
presents a challenge, as the Fiji Is-
lands’ microfinance sector is limited.

“The country will need to expand its net-
work of savings and credit unions as well as
train people to run them,” says Mr. Kannan.

Another difficulty is the dearth of nona-
gricultural activity in rural areas. Apart
from the occasional store and small busi-
ness servicing farms, enterprises are over-
whelmingly located in urban areas. It may
be easier to help farmers diversify into tropi-
cal fruit, root crops, and vegetables.

No Regrets about Moving
In Navua, where Mr. Narayan’s family was
the first of nearly 30 families to move from
places like Nadi and Labasa, the success
of the resettlement scheme owes much to
its location. The 5-acre lots are close to a mar-
ket in the nearby town and, just as impor-
tantly, the main road between Suva and Nadi.

“I can take five bundles of taro out of
the ground and sell them by the roadside
for F$25,” says Jagdish Kumar Singh, a 46-
year-old wiry man who moved here in 2001
after the lease on his family farm in Labasa
expired in 1999.

“We have no regrets about moving,” he
says. “I grow taro, cassava, cucumber, okra,
and watermelon. It’s taking time to get
used to this type of farming, but we are al-
ready earning well in our second year here.”

 Mr. Narayan, too, has no regrets about
leaving cane cutting, where he worked back-
breaking 10-hour days during the crushing
season. “I was the eldest son and I quit
school at 10 to work in the fields, helping
my father. In those days, we worked 10 hours
a day and were paid 9 pennies per ton of
cane. I didn’t earn enough to buy a pair of
shoes, and often had pain in my shoulders
and legs.”

Even so, he had an easier life than his
grandfather who was among the 60,500 la-
borers brought to the Fiji Islands between
1879 and 1916 to live in primitive “lines”
and endure unremitting toil and harsh
discipline.

“These days, I work only a couple of
hours in the morning and afternoon, and
not every day,” he says, standing with a
pitchfork outside his home.

Mr. Narayan’s experience shows that the
transition from sugar need not be painful.
Indeed, in the wider context of the Fiji
Islands’ development, his sons and grand-
children are already reaping the benefits of
better education while moving away from
the soil. �

We have no regrets
about moving
Jagdish Singh, former sugar farmer

“ “

Ram and Taramati Sundar, who are soon to lose their lease

We can’t sleep at night“

“Ian Gill (x4)

TOUGH LIVES “It’s very hard
for us to manage,” says
Roshni Chand (middle),
whose husband Ramesh
earns F$7 ($3.50) a day as
a seasonal laborer

TOUGH LIVES “It’s very hard
for us to manage,” says
Roshni Chand (middle),
whose husband Ramesh
earns F$7 ($3.50) a day as
a seasonal laborer
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By Ian Gill
Principal External Relations Specialist

APIA, SAMOA

During sunny weather, the
Samoan capital, with its
azure harbor, palm trees,
and gleaming buildings—
many rebuilt after the cy-

clones of the 1990s—looks like a picture
postcard. During heavy rains, however, it
can be a different story.

Much of Apia is built on low-lying land,
parts of which were mangrove swamps
before land reclamation and extensive
urban development. Heavy rains cause its
inadequate and constricted drains to over-
flow, flooding homes and closing schools.
The drains are often choked with foul-
smelling litter, vegetation, and even in-
dustrial waste.

Compounding the problem is that sew-
age from the city’s septic tanks and cess-
pools—the commonly used household
sanitation systems—rises with the flood-
water to contaminate drains, rivers, and
streams. Storms are generally followed by a
marked rise in stomach and skin problems
from polluted water.

With only a few small, old wastewater
treatment plants that service specific
facilities, Apia’s wastewater collection and
treatment system is grossly inadequate.

To relieve the situation, the Asian
Development Bank (ADB) is preparing a
project to build a new sewerage system, in-
cluding 1.5 kilometers (km) of sewers and
a wastewater treatment plant with a ca-
pacity of 950 cubic meters a day. The sys-
tem will serve Apia’s central business area
and be linked to the national hospital and
Apia’s main school.

The proposed Sanitation and Drain-
age Project, involving an ADB concessional
loan of $7.8 million, will also clean and
widen drains, rehabilitate septic tanks for
up to 500 households, and provide regular
pump-out services for individual septic
systems, which will include environment-
safe methods of treatment and disposal.
In addition, the project will build techni-
cal and administrative capacity for provid-
ing urban services and management. ADB’s
Board of Directors is expected to consider
the project for approval before the end of
2003.

“Upgrading the infrastructure for drain-
age and sanitation will bring benefits to
public health, improve the environment,

and reduce flooding in low-lying areas,” says
Nancy Convard, ADB Senior Project Spe-
cialist (Water Supply and Urban Develop-
ment), Pacific Operations Division.

Pollution and Floods
Such improvements cannot come fast
enough for couple Faumui and Epenesa
Togafau, who live in a valley south of the
city. Surrounded by lush vegetation and
overlooking a stream, their house appears
an idyll. But standing on the riverbank,
Mr. Togafau is upset as he looks at a pipe
spilling effluent into the water. This is an
overflow from an antiquated and malfunc-
tioning wastewater treatment plant serv-
ing Apia’s main hospital, which is situated
above their home.

Residents here for nearly 30 years,
Mr. Togafau, a sturdy 75, says, “We used to
fish for eels and shrimp here and sell them in
the market. But 10 years ago, when we saw
what was going into the stream, we stopped.
We have complained frequently about the
pollution, yet nothing has been done.”

At the hospital, a spokesman says the
city’s inadequate drainage and poor sanita-
tion are factors behind outbreaks of typhoid
and diarrhea, adding that ailments gener-
ally rise after major storms.
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Apia will benefit from less flooding, pollution, and disease
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In one sprawling house in a low-lying part
of town, Tutonu Tia’i, 52, shows a spot nearly
waist-high on a support pole for his veranda.

“That’s how high the floods can reach.
The floods cover our lower floor and we have
to put the kids on tables. It takes days to
clean up the mud afterward,” he says.

At the 114-year-old Marist Brothers
school nearby, long-serving school manager
Mika Smith, 67, says floods close the school
for a few days two or three times a year.

“We ask the fire brigade to come and
help clean up afterward,” he says.

Polluted water not only flows through
homes and schools but also into the harbor,
threatening shellfish and coral.

reform. Training will be provided at the
Samoa Water Authority and Ministry of
Works, as well as the Planning and Urban
Management Agency (PUMA), which was
created last year in response to a need for
an integrated approach to urban planning
and management.

Samoa Water Authority and the Minis-
try of Works will charge affordable tariffs
for the sanitation services to recover costs
in a move toward financial independence
of the water authority.

Importantly, as elsewhere in the Pa-
cific, the Government is also dismantling
loss-making functions and transferring
them to the private sector, which is ex-
pected to operate them more profitably
and efficiently.

For example, private firms will be se-
lected to rehabilitate septic tanks in sev-
eral hundred households. They will also
empty tanks using vacuum trucks that
transport the contents to lined treatment
ponds and a government- and private
sector-run pilot scheme to transform the
waste into energy. Private firms will also
operate and maintain the new wastewater
treatment plant.

PUMA’s Chief Executive Officer Dr. Ieti
Tuu’u Taulealo looks forward to the chal-
lenge of developing planning and urban
management strategies with the help of the
project’s capacity-building component—
and involving the private contractors.

“A site has been identified for the treat-
ment plant and other facilities, and once
the green light is given, detailed design
will begin in early 2004 with all project
facilities completed by 2007,” he says.

Because the project should reduce
flooding, Apia’s 60,000 people, who make
up nearly 40% of Samoa’s population, can
hardly wait. �

Apia’s water problems stem mostly
from blockages in the drainage system and
reduction in mangrove swamps that act
as natural filtration systems, says Latu
Kupa, former head of the Samoa Water
Authority and currently a consultant help-
ing prepare the ADB project.

“As well as clearing and widening drains,
we will be installing gauges to monitor
floods as input to design continuing im-
provements,” he says.

Reforming the Public Sector
Apart from bringing health and environmen-
tal benefits to the population, the project
will give impetus to Samoa’s public sector

We used to fish for eels and shrimp here and
sell them in the market. But 10 years ago, when we
saw what was going into the stream, we stopped

Faumui Togafau, homeowner

“ “

NO CLASS At the Marist Brothers school,
floods close the school for a few days two
or three times a year
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In fragile island
ecosystems, small
changes can have
long-term detrimental
impacts on the
environment

A Matter of Survival
By Ian Gill
Principal External Relations Specialist

SUVA, FIJI ISLANDS

Environmental issues in the Pacific
are often a matter of survival.
Some islands, for example, have
already vanished under rising sea

levels. Kiribati—where the highest point
is 2 meters above sea level—could find it-
self partly under water within half a century.

Other islands are in danger of losing vital
freshwater supplies that lie in “lenses,”
which are like air pockets beneath atolls
and are accessed by drill holes. These lenses
are threatened with contamination from
saltwater (if the sea rises above ground
level) or, in the case of Tarawa, the capital
of Kiribati, by ill-placed septic tanks and
pit latrines.

In close consultation with its Pacific
developing member countries, the Asian
Development Bank (ADB) is finalizing a
new Pacific Region Environmental Strat-
egy, due to be published by the end of 2003
(see box, p. 19). This new strategy will feed
into the broader Pacific Regional Strategy
2005–2009, which is being prepared.

ADB’s Pacific developing member
countries depend heavily—economically
and culturally—on the environment, yet
their fragile ecosystems and limited land
and freshwater resources make them highly

vulnerable. This situation is aggravated by
rapid population growth, leading to in-
creased resource use and pollution, and a
vulnerability to natural disasters, includ-
ing a possible rise in sea level as a result of
global climate change.

National policies and programs that
address these concerns vary widely. Sub-
stantial external assistance—particularly
for strengthening environment agencies,
combined with government and civil soci-
ety initiatives—has not, unfortunately,
been enough to reduce pressures on the
Pacific environment.

The most urgent issues are threats to
freshwater resources; degradation of marine
and coastal environments; land and forest
degradation; increasing waste and prob-
lems of urbanization; depletion of biologi-
cal diversity; energy-related environmental
concerns; adaptation to climate change,
variability, and sea level rise; and weak en-
vironmental management capacities and
governance. As ADB cannot address all
these issues, it will focus on areas of inter-
vention that draw on its strengths. As a
multilateral lending institution working
with international organizations, govern-
ments, and a range of stakeholders, these
strengths lie in influencing regional and
national policy, encouraging reform, and
strengthening institutions.

The environmental strategy will in-

clude interventions at local, subnational,
national/sectoral, and regional levels, and
work through community-based organiza-
tions and nongovernment organizations to
design and implement projects that can be
replicated at higher levels. At the sub-
national level, ADB will prioritize interven-
tions in agriculture, forestry, and energy
supply, and minimize their impacts on
subnational ecosystems.

“The subnational level is the most cru-
cial point of intervention, with watersheds,
islands, urban areas and their hinterlands,
provinces or states, the planning units of
choice. There is often strong community
ownership at this level and ecosystems are
more easily understood. The scale is also
appropriate to funding constraints,” says
Daniele Ponzi, ADB Senior Economist (En-
vironment), Pacific Operations Division.

“In countries like Kiribati, for example,
that are vulnerable to coastal erosion, it is
clearly important to work at the subnational
or project level. This means making sure
that roads and other infrastructure projects
or houses are not built too near the water or
below sea level.”

ADB is progressively using this new
strategy to mainstream environmental con-
siderations into development plans sup-
ported by ADB, and will extend this
approach to all Pacific developing member
countries over the next 2 years. �
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By Bart Édes
External Relations Specialist

The Fiji Islands is a magnet for tour-
ists in search of white sand
beaches, striking coral gardens,
beautiful blue lagoons, and hospi-

table people. Over 400,000 visitors arrive
each year from Australia, New Zealand,
North America, Western Europe, and else-
where. Tourism is the leading sector of the
country’s economy, generating gross re-
ceipts of more than $200 million annually.
Some 40,000 Fijians work in tourism-
related sectors.

Yet such an influx of
visitors also has a down-
side, particularly on the is-
land state’s natural and
social environment. Tour-
ism is contributing to the
damage of the Fiji Islands’
coral reefs and mangroves,
consumption of precious
freshwater, increased use
of limited fertile land, and
production of nonbio-
degrable solid waste.

To improve under-
standing of these impacts
and identify ways to miti-
gate them, ADB teamed
up with the World Wide Fund for Nature-
South Pacific Programme to prepare a Stra-
tegic Environmental Assessment (SEA) of
the Fiji Islands’ Tourism Development
Plan. The SEA represents a set of case stud-
ies designed to guide ADB on developing
appropriate strategies for mainstreaming
environmental dimensions into its eco-
nomic and social development interven-
tions in the Pacific.

The SEA assessed the environmental
and sustainable development impacts of
the country’s Tourism Development Plan,
allowing the Ministry of Tourism and its
partners to make future plans as sus-
tainable as possible. It also served to test
the concept of strategic environmental

By Cathy Reyes-Angus
Assistant Web Administrator

T he Asian Development Bank
(ADB) supports activities to im-
prove environmental capacity

and performance at the local, sectoral,
national, and regional levels in the Pa-
cific. One such effort includes formulat-
ing an ADB Pacific Region Environmental
Strategy to develop an operational
framework for environment-related as-
sistance to the region and to mainstream
environmental considerations into all as-
pects of ADB’s Pacific operations. The
strategy will cover 2005–2009. The en-
vironmental strategy will detail specific
modalities for intervention through
country and/or regional environmental
assessments, technical assistance, and
lending programs.

Regional consultation with Pacific
stakeholders is a very important part of
the process for developing the new ADB
environmental strategy. You can share
your comments and suggestions to im-
prove this latest version of the draft strat-
egy, which has been revised based on
feedback from stakeholders. Read the
executive summary at http://ww.adb.org/
projects/pres/pres_executive_summary.pdf

In addition to feedback received
through the web site, extensive consul-
tations are also being held with a range
of Pacific countries’ stakeholders: gov-
ernment officials, private sector and civil
society representatives, nongovernment
and community-based organizations,
and international and regional develop-
ment agencies engaged in managing the
Pacific environment.

For more details about the Pacific
Region Environmental Strategy, visit
http://www.adb.org/projects/pres/ �

assessment as a tool for improving the
sustainability of strategies and plans in Asia
and the Pacific, and use it more widely in
the region.

Among the SEA’s conclusions was that
the Fiji Islands must adopt a precautionary
approach for future tourism development.
Attention must be given to maximizing the
benefits and safeguarding the country’s
advantages in light of actual resources and
constraints. The SEA also determined that
full implementation of institutional and
regulatory frameworks for environmental
assessment and management—including

A study urges the Fiji Islands to exercise caution
when developing its tourism potential

Reality Check

capacity building and enforcement—is a
prerequisite for expanding and sustaining
tourism. Impact assessments must guide
tourism development, and a fully effective
system for enforcing their conclusions needs
to be put into place.

Tourism has the potential to remain an
engine of economic growth for the Fiji Is-
lands. To maintain its positive net contri-
bution to the nation’s well-being, careful
management is critical for ensuring envi-
ronmental sustainability. The SEA pro-
poses developing the potential of tourism
while protecting the country’s environment,
which remains a powerful attraction for visi-
tors and a valuable resource for the people
of the Fiji Islands. �

Your Voice
Counts for
New Strategy
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Pacific environment:
paradise lost?

NATURAL TREASURE The Fiji Islands is
famous for soft coral reefs, which are
rich habitats for thousands of species
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HOIST FOR TRADE

By Ian Gill
Principal External Relations Specialist

SUVA, FIJI ISLANDS

Suva port lost a wharf in the 1953
earthquake—and analysts fear
another powerful tremor could
have even worse consequences.
The Fiji Islands are quake-

prone and Suva, its capital and home to
30% of the population, lies on a major fault
line.

“It’s happened before and could hap-
pen again,” says Waqa Bauleka, General
Manager of the Maritime and Ports Author-
ity of Fiji (MPAF). “We need to strengthen
Suva port’s capacity to withstand seismic
shocks, and we also need to expand Lautoka
port, which would be the backup if any-
thing happens to Suva.”

 Peter King, ADB Director (Area B), Pa-
cific Operations Division, agrees. “If Suva
loses the port, it loses the emergency deliv-
ery system,” he says. Imagine a situation
where the city is devastated with people
trapped under buildings, and they need to

Suva and Lautoka ports
are being rehabilitated
and expanded to increase
their productivity—
and protect them
from major
earthquakes

bring in bulldozers and heavy lifting equip-
ment, but Suva port is out of action and
Lautoka is 4 hours away and landslips
might cut the road.

 “You have to think of the worst that
could happen and how to plan for it. This
kind of risk management is part of our new
Pacific strategy,” says Mr. King.

Work is starting soon, under a project
financed by the Asian Development Bank
(ADB) to bring two berths at the northern
end of Suva’s King’s Wharf up to interna-
tional seismic safety standards. This in-
volves constructing a shear wall to bolster
the existing floating piles “that would now
disappear in a major earthquake,” says
Mr. Bauleka.

Besides safeguarding Suva against an-
other major earthquake, ADB’s loan of
$16.8 million for the Fiji Ports Develop-
ment Project, approved in 2002, will reha-
bilitate and expand infrastructure of Suva
and Lautoka, the two primary ports. Im-
portantly, it will also increase their produc-
tivity, thereby stimulating trade and
economic growth.

The timing of the improvements is pro-

pitious as the Fiji Islands are poised to re-
turn to a steady 4% annual growth after the
coup crises of 1987 and 2000 and the back-
wash of the Asian financial crisis.

As the main international port, Suva
focuses on container traffic while Lautoka
deals mainly with bulk cargo.

By increasing the number of berths at
Lautoka, the project will also promote re-
gional balance by drawing off some of Suva’s
traffic.

The improvements to both infrastruc-
ture and productivity are sorely needed.

Room for Expansion
Suva port, built in 1963, was upgraded to
handle container ships with the help of a
$7 million loan from ADB in 1979, but it
again needs to be repaired and expanded.

Civil works include strengthening the
wharf deck to allow fully laden 25-ton fork-
lift trucks on the central and northern berths
and mobile cranes on the apron. This will
speed up vessel turnaround time. Storage
space for containers and cargo will also be
more than doubled.

Exports from Suva are at an all-time

EXPANSION Storage space for containers and
cargo will be more than doubled at Suva port

Ia
n 

G
ill



21September–October 2003

P A C I F I C

high, but they average only 22–24 cargo
vessels a month, so there is plenty of room
for increase.

At Lautoka, on the sunnier, western side
of the main island of Viti Levu, the plan is

ships,” says John Cahoon, ADB Senior
Project Implementation Specialist, South
Pacific Regional Mission.

Work on the wharf expansion is due to
start in January 2004 and is expected to
take a year.

Lautoka’s storage area will also be
greatly expanded, largely through land rec-
lamation, under the project.

Privatizing Operations
Exports through Lautoka are also on the
rise, particularly of mineral water to the
United States, in addition to raw sugar,
molasses, wood chips, fertilizer, and timber.

Just as importantly, the project will im-
prove the Fiji Islands’ cargo-handling ca-
pacity, which compares poorly with that of
other regional ports. Shippers complain that
cargo operations, currently controlled by the
government-owned Ports Terminal Ltd
(PTL), are beset by a lack of competition
in stevedoring services, time-wasting prac-
tices such as closing the wharf gates for
lunch, and aging equipment.

The project will address this by helping
privatize and commercialize PTL. “Com-
petition will be introduced by issuing ad-
ditional stevedoring licenses,” says Mr.
Cahoon. “The same will take place with
warehousing, management of local wharves,
and piloting services.”

Not surprisingly, Herbert Hazelman,
Chief Executive Officer of PTL, is con-
cerned about the impact of these reforms
on his workforce of 120 stevedores. “It will
involve a lot of pain,” he says, but concedes
“ultimately, the streamlining will be a good
thing.”

Not all stevedores worry about greater
competition. In Lautoka, more berths
could mean more work for everyone. Osea
Buko, a 55-year-old veteran with over
30 years’ of stevedoring, works an average
of three 8-hour shifts a week. “I would wel-
come the extra work if more vessels dock at
Lautoka,” he says.

Port activity generally follows the
economy; but in this case, analysts hope
the quicker turnaround potential at the Fiji
Islands’ ports will attract more vessels—
and trade. �

to double the length of the wharf, expand-
ing the number of berths from one to three.

“This means we shall be able to handle
more than one vessel at a time. Right now,
if a cruise ship and a cargo vessel arrive
around the same time, we have to give
priority to the passenger ship,” says Emosi
Navusolo, Assistant Manager of MPAF in
Lautoka.

 “It will also enable us to take some of
the load off Suva. Two thirds of the con-
tainers bound for Lautoka are dropped
off in Suva and trucked over to Lautoka.
This involves an extra day, not to men-
tion the damage to the roads caused by
heavy traffic.”

Moreover, substantial exports of min-
eral water, currently hauled by road from
Rakiraki through Lautoka to Suva, will in-
stead be offloaded at Lautoka.

Nonetheless, “Lautoka wharf ’s addi-
tional capacity may still be underutilized,
and the Government could exploit its tour-
ism potential and do more to attract cruise

  Ultimately, the streamlining will be a good thing

PRIVATIZATION Competition will be
encouraged in stevedoring, warehousing,
management, and piloting services

“

“

Herbert Hazelman, Chief Executive Officer of Ports Terminal Ltd

BIG PLANS The rehabilitated Suva wharf
deck will allow fully laden 25-ton forklift
trucks on the central and northern berths
and mobile cranes on the apron
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TRINCOMALEE, SRI LANKA

By Pamposh Dhar
External Relations Specialist

Eleven-year-old Priya wants to
be a doctor when she grows up.
Her classmate, Nasseemullah,
dreams of flying planes for a
living. They and other sixth

graders chatter happily about the future as
they help their teachers fetch water from
the well in the courtyard of the Kuchchaveli
Vivekananda Maha Vidyalaya. The school
has no electricity, says principal Devaranjini
Sivapunniyam. “But we’re okay for water,”
she adds.

About 30 kilometers (km) from the
port city of Trincomalee, the school, like
the surrounding villages, has suffered from
Sri Lanka’s 20-year ethnic conflict. At the
height of the conflict, Trincomalee’s stra-
tegic importance led to some of the worst
fighting between Sri Lankan government
forces and the Liberation Tigers of Tamil
Eelam (LTTE).

Since the ethnic fighting erupted in
the 1980s, the school has been looted,
shelled, and occupied by military forces.
In 1990, as the fighting between govern-
ment and LTTE forces intensified, villag-
ers fled to other parts of Sri Lanka and, in

some cases, to neighboring India. With no
students and no teachers, the school
closed. It reopened in 1994, but disaster
struck again in 2000 when a cyclone dam-
aged the school building.

The teachers did not give up, continu-
ing to teach in heavily damaged class-
rooms until the school could be rebuilt
with financial support from the Asian De-
velopment Bank (ADB). Today, 250 stu-
dents—140 girls and 110 boys—are able
to get a good education in large, airy class-
rooms with natural light. That helps off-
set some continuing difficulties, such as
the lack of electricity. The students study
hard, looking forward to a peaceful future
in which their education will help them
find the jobs of their dreams. That future
looks more likely since the Government
and the LTTE signed a memorandum of
understanding, establishing a cease-fire,
in February 2002.

Returning Home
The long conflict has directly and indirectly
affected the whole country, but the fight-
ing and aerial bombing devastated large
parts of northeastern Sri Lanka.

Tens of thousands of people were killed
in the Northern and Eastern provinces,
which together cover 24% of the country’s

land area. An estimated 800,000 were
forced to flee their homes. Since the cease-
fire, people have been returning to the towns
and villages of their birth—but often to find
their homes gone, schools and hospitals
bombed, and roads destroyed.

Now the Government, supported by the
international community, is helping them
rebuild their shattered lives, largely through
the North East Community Restoration
and Development (NECORD) Project.
This Project provides shelter, health and
education infrastructure, water and sanita-
tion facilities, employment opportunities,
and roads.

The $40 million project is funded by
ADB, the OPEC Fund for International
Development, the governments of Ger-
many and the Netherlands, and the Sri
Lanka Government. Project beneficiaries
will contribute a total of about $1 million.
ADB is providing $25 million to cover
62.5% of the project cost.

Through this Project, ADB is helping re-
build more than 200 schools in the eight
districts of the Northern and Eastern prov-
inces. Additionally, ADB and other develop-
ment partners are providing furniture and
equipment. In Kilinochchi District, in the
Northern Province, ADB is rebuilding a col-
lege that was almost completely destroyed
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The North East Community Restoration and
Development Project is providing shelter,
infrastructure, and employment opportunities
to help people rebuild their shattered lives

The North East Community Restoration and
Development Project is providing shelter,
infrastructure, and employment opportunities
to help people rebuild their shattered lives

HOME AGAIN Tamilchelvi Sivarasa’s mother
joined her on the long trek to safety in 1996;
she hopes her grandchildren will be able to
enjoy a more stable life
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in the fighting. It is also building a hospital,
the first one in the district to have a mater-
nity wing. In several villages in the Eastern
Province, tube wells are being dug to pro-
vide safe drinking water. As people displaced
by the conflict return to their villages, the
NECORD Project helps them build homes.

Other ADB programs supplement the
work done under the NECORD Project. In
the north, ADB is helping build the A9
Highway, once known as the “highway of
death.” When rebuilt, the road will again
link the Jaffna Peninsula at the northern
tip of Sri Lanka with the town of Kandy in
the central part of the country. ADB is fund-
ing the rehabilitation of a 93-km sector of
this major artery, devastated by shelling and
aerial bombing. By the side of the highway,
the front of a building—with gaping holes
for doors and windows—bears mute testi-
mony to the past destruction. Nothing is
left of the building, except for this incom-
plete façade, which has somehow been
knocked askew to stand at an almost im-
possible angle.

The road sides are lined with land mines,
which still kill and injure several people a
month. Before a section of the highway is
repaired, the road and the stretch of land
immediately beside it have to be carefully
demined.

S R I  L A N K A

Another ADB project is funding the re-
habilitation of the rural electrification sys-
tem in the northeast, which was also
severely disrupted by the conflict.

Wanted: Lasting Peace
As the cease-fire agreement continues to
hold and the first signs of rehabilitation and
development become visible, people dis-
placed by the conflict are slowly making
their way back home.

Tamilchelvi Sivarasa returned with her
family to Kilinochchi District in March
2002, after 5 years of living as a refugee.
She remembers the day and time she left
her home, and the military operation that
ousted her along with the rest of the inhab-
itants of Marudunahar Village. The village
no longer exists. All 350 families fled their
homes on 26 July 1996. “Government
forces took over the area,” remembers Ms.
Sivarasa. “There was shelling, and we were
scared.” It is not clear from her account
which side was responsible for the shelling,
and whether it occurred before or after the
army had taken over. For the people caught
up in the conflict, it hardly matters.

The villagers scattered. Twenty-five
families decided to walk to Mullaitivu, a
town about 45 kilometers away from their
village. “There was no army in Mullaitivu,”

explains Ms. Sivarasa. They left at 9 a.m.,
with the cash they had at home and the
clothes on their backs. Everything else had
to be left behind. She was accompanied by
her husband, brother, and elderly mother.
They walked for 3 days, at times dodging
fire from planes flying overhead.

“We walked during the day,” says Ms.
Sivarasa. “At night, we stayed with families
in villages along our way.” Those families
also lent them pots and pans to cook their
meager meals.

There was no refugee camp or welfare
center in Mullaitivu. But friends allowed
them to build a mud and thatch hut on
their land. And that was their home for the
next 5 years. During that time, Ms. Sivarasa
had two children.

Now the entire family is back on the land
where they were born. Although she had no
home, not even a village to return to, Ms.
Sivarasa is glad to be back. “This is our own
home,” she says, indicating the land rather
than the temporary hut the family has built.
“We can work on our own land again.”

As they attempt to build a fresh life for
themselves in Kilinochchi, the NECORD
Project will lend a helping hand. Through a
grant provided by the Government of the
Netherlands, the Project has provided
25,000 Sri Lankan rupees ($265) to help
them build their livelihood. “We have
already bought the materials,” says Ms.
Sivarasa.

Meanwhile, the Irrigation Department
has given them permission to till land
owned by the Government. “We have had
one harvest already,” says Ms. Sivarasa.
The older of her two children goes to a
government-run school about a kilometer
from their home. The second child will
start once she is a little older.

“If the peace holds, we will be satis-
fied,” she says. �

HELPING OUT Children at the Kuchchaveli
Vivekananda Mahavidyalaya draw water
from the school well

If the peace holds, we will be satisfied

“

“ Tamilchelvi Sivarasa, returning refugee
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OLD AND NEW A new bridge
replaces an old one destroyed
during the conflict, connecting
farmers to their markets and
children to their schools
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CHEDDIKULAM, SRI LANKA

By Pamposh Dhar
External Relations Specialist

For 6 months, a young doctor in
northern Sri Lanka has run an en-
tire district-level hospital with the
help of one nurse and one midwife.

The Cheddikulam District Hospital serves
Cheddikulam town, with a population of
30,000, and the surrounding villages. There
is a dispensary about 10 kilometers (km) from
the hospital, but no other hospital for 35 km.

Treatment is free at the government-
run hospital in Cheddikulam, and patients
steadily stream in. But doctors are obvi-
ously hard to find. Perhaps the history of
conflict in this northern region of Sri Lanka
generates a sense of insecurity for govern-
ment doctors from other parts of the coun-
try. Perhaps it is the hard work that gives
them pause. Whatever the reason, the Gov-
ernment has been unable to post another
doctor to the hospital for several months.

The Cheddikulam hospital has 56 beds,
20 of which were occupied when an Asian
Development Bank (ADB) team visited it
in May 2003. In addition to the inpatients,
Dr. B.G. Arulranjan sees 100–120 outpa-
tients every day. During the rainy season,
this number rises to 150–200 a day, says
the hospital’s lone doctor.

Diarrhea and infections are the most
common complaints, says Dr. Arulranjan as
he examines 3-month-old Suwenita and
reassures her mother that the baby’s diar-
rhea can be easily treated. The hospital has
three wards: a general medical ward, a pe-
diatric ward, and a gynecological ward.

Complicated cases that cannot be
treated here are sent to a better-equipped
and staffed hospital at Vavuniya, 35 km
away. He says the new ambulance provided
by the North East Community Restora-
tion and Development (NECORD) Project
comes in handy for that, as well as for fetch-
ing patients from surrounding areas. The
old ambulance had broken down thrice
recently while bringing patients to the
Cheddikulam hospital.

S R I  L A N K A

One-Doctor Hospital
Desperate times call for desperate measures—
and heroic efforts

NECORD will also provide a connec-
tion to a water tank that will give the hos-
pital a steady supply of water. “We are a
hospital. We need water 24 hours a day,”
says Dr. Arulranjan, who seems much too
engrossed with the problems of the hospi-
tal to dwell too long on his own.

“I asked for a transfer to Cheddikulam,”
says Dr. Arulranjan, who moved here from
Colombo. That’s because his parents live
in Mannar which, like Cheddikulam, is in
Sri Lanka’s Northern Province. When he
moved here, he was one of three doctors.
One left to move abroad and the other was
transferred away from Cheddikulam. “They
were not replaced,” says Dr. Arulranjan some-
what ruefully. “I have been alone for the
past 6 months.”

His grueling schedule does not permit
him to see much of his parents after all. But
the Government does send a replacement
doctor once or twice a month so that he can
go and visit his wife and 10-month-old
daughter in Colombo. “I manage to take 4–
5 days’ leave a month to visit them,” he says.

But when he is in Cheddikulam, he is on
duty 24 hours a day. Outpatient hours are
from 8 a.m. to 4 p.m., with a 2-hour break for
lunch. “But I’m always on call for inpatients
and for any emergencies,” he says.

He rests when he can. He has already
been informed of his transfer to another dis-
trict, but the Government has yet to find a
replacement for him. Small wonder, given
the daunting task that awaits any doctor
here. To Dr. Arulranjan, however, it appears
to be all in a day’s work. �

“ “

EXAMINING A YOUNG
PATIENT Diarrhea and
infections are the most
common complaints
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I’m always on
call for inpatients
and for any
emergencies

B.G. Arulranjan, doctor on call
24 hours a day, 7 days a week
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Refugees
in Their
Own Land

We came here as children. We married
in the camp and had children here

S R I  L A N K A

“ “

A refugee for 13 years, a
woman tells of her life in
a welfare center—and
how she dreams of going
home again
NILAVELI, SRI LANKA

By Pamposh Dhar
External Relations Specialist

Thirty-year-old Sivarajah Sashikala
has been a refugee for the past
13 years. She lives in a welfare cen-
ter in the eastern Sri Lankan town

of Nilaveli in a small mud and thatch hut
with her husband and two young sons.

She left her village with her parents and
two sisters in 1990, driven out by an erup-
tion of ethnic conflict. Ms. Sashikala was
17, her sisters 15 and 11. “We came here as
children,” she says. “We married in the camp
and had children here.”

They left their native village of
Pankulam when they heard of the violence
that had engulfed a neighboring village.
They were not alone. “There were nearly
500 families—Muslims, Tamils, and
Sinhala. We all fled when we heard what
had happened to the village nearest to
ours,” Ms. Sashikala recalls. “We walked
through the forest for 3 days before we
reached Nilaveli.”

Initially, they found shelter in a make-
shift refugee camp set up behind the local
church for people displaced by Sri Lanka’s
long ethnic conflict. They lost contact with
their father early in their lives as refugees.
He disappeared soon after they moved to
Nilaveli, caught up in the strife that up-
rooted so many families in Sri Lanka. “We
still haven’t found him,” says Ms. Sashikala.

In 1994, Ms. Sashikala married a man
she met in Nilavali. A landless laborer, her
husband was unable to earn enough to sup-
port both of them; so he, too, moved into

the camp. Within a year of her marriage,
Ms. Sashikala gave birth to her first child,
Puspashantan, in the camp behind the
church. Fearful of what might lie outside
the camp, Ms. Sashikala was too afraid to
go to a hospital.

In 1998, her family moved to the
government-run welfare center where they
live now. A couple of years later, Ms.
Sashikala had a second son. Her children,
now 9 and 3, have lived as refugees since
they were born, knowing no other way of
life.

At the center, Ms. Sashikala gets food
rations for her family and a steady supply of
water from wells within the center’s com-
pound. Her family of four, like others at the
center, lives in a mud and thatch hut.

Inside the hut is cool and dry, but dingy.
During the day, some natural light filters
through holes in the thatch, but during the
rainy season, the same holes let in water.
“Only a little,” says Ms. Sashikala of the
water. “But the mud floor does get damp,”
she adds.

The trials and tribulations of the past
13 years have not broken Ms. Sashikala’s
spirit. Even at the welfare center, she takes
care to keep her hut clean. She raises chick-

ens to be able to feed her sons some eggs.
And she is determined to educate them.
“The older one is already going to school
and the younger one will too,” she says with
determination.

Rather than bemoan her past, she wants
to work toward a better future. “Now, after
the MOU, there is some peace,” she says,
referring to the Memorandum of Under-
standing that established the cease-fire in
2002.

With this improvement in the security
situation, she wants to go back to her vil-
lage. In Nilaveli, her husband can work only
as a laborer a few days a month. If they go
back to her village, the Government will
give them a permit to till about an acre of
land on the basis of the land they had owned
before they were forced to become refugees
in their own country.

The overall situation in the country has
changed dramatically and for the better,
Ms. Sashikala feels: “There is a big differ-
ence in the situation before and after the
MOU. I think there will be peace now.”
For Ms. Sashikala, this means a chance to
return to a life of dignity on her own land
and the hope for a brighter future for her
children. �
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Sivarajah Sashikala, refugee
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By David Kruger
External Relations Specialist

A fter 9 years on the Board of
Directors of the Asian Devel-
opment Bank (ADB), includ-
ing 3 years as Dean of the
Board, Executive Director

Julian Payne, of Canada, retired on 31 July
2003. His time at ADB coincided with sev-
eral major changes in Asia and at the Bank.
He continues to reside in the Philippines,
traveling and working in the field of inter-
national development. He spoke with David
Kruger. Excerpts:

Q: You have been at ADB through
some interesting times—the last years
of the Asian miracle, the financial
crisis, the burst of the high-tech
bubble, September 11, and the
outbreak of severe acute respiratory
syndrome (SARS). How has develop-
ment in Asia changed over this period?

A: Well, the economic development of the
region has been a bit like a roller coaster
but I believe the trend line is obviously up.
I came in 1994 and that was a time of
euphoria, a time of tremendous optimism
and high expectations.

In retrospect, it was a time of overopti-
mism and overly high expectations that

CHANGING TIMES
couldn’t be sustained. The financial crisis
in 1997 was dramatic in economic terms
and would have been a potential disaster if
it hadn’t been addressed quickly.

But it was also dramatic in the sense of
requiring an adjustment in the psychology
and the approach in the thinking about
Asia. Ironically, what happened in the
1997 crisis has led to some real benefits.

We have seen some real reforms in the
region in terms of floating exchange rates.
We’ve seen countries in the region build-
ing up their reserves. We’ve seen countries
beginning to institute reforms in public
administration and in corporate gover-
nance. We have seen the Chiang Mai ini-
tiative in 2000 that could lead to revolu-
tionary developments in regional stability
arrangements in the future.

However, much remains to be done and
that is the challenge we must continue to
address. SARS has caught the headlines
this year. While very serious and leading
to short-term economic losses in some ar-
eas such as tourism, it will also lead to
changes in and attention to health sys-
tems.

Q: How did the financial crisis affect
ADB and the way it does its business?

A: I think what the 1997 financial crisis
did was show us that we had to continue to

be involved in the banking and financial
sectors in developing member countries
and try even harder and consider Asia’s eco-
nomic development in more realistic
terms. We also had to recognize that ADB
had a role in providing emergency finan-
cial assistance and monitoring the finan-
cial situation as ADB’s Regional Economic
Monitoring Unit now does.

Q: You mentioned a shift in thinking
about how to approach development.

A: People have come to realize that devel-
opment is a much more complex process
than just economic growth, social devel-
opment, or emergency relief. This is not
new. What has become much more obvious
in the past decade is the realization that
the environment is really important. If you
don’t have a sustainable environment, you
will have a real constraint on economic
growth itself.

The issue of gender is also a very diffi-
cult one. It is cultural. But if you are look-
ing at poverty, the fact is that two thirds of
the poor are women. We have to take into
account the impact of projects on women if
we are serious about tackling poverty.

There have been many other new
dimensions, with perhaps the most impor-
tant being governance. When I arrived at
ADB, there was a huge debate as to whether

The real challenge we face is that ADB can’t address everything with each project.
How do we proceed...without making each project impossible to manage?

““
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ADB had the mandate to be involved in
governance at all. Now it is accepted that
good governance is essential with the de-
bate being on how to do it effectively. All
these new dimensions are important.

The real challenge we face is that
ADB can’t address everything with each
project. How do we proceed with this
rather holistic approach to development
without making each project impossible
to manage? This is a challenge for the
Board, for ADB, and for development.

Q: How has ADB’s Poverty Reduction
Strategy changed Asia and the way
ADB does its work?

A: ADB’s Charter does not include one
single reference to the word poverty. This
had been a real issue and cause for much
debate with the Board until very recently.

One of the great achievements of Presi-
dent Chino was to very early in his presi-
dency make it clear that poverty reduction
was the overarching goal of ADB, and
should be taken into account in all ADB
activities. This was a major step in the evo-
lution of ADB.

Second, if you look at ADB now, there
is not much debate about the need to fo-
cus on poverty reduction. The real issue is
how effectively we’ve been able to imple-
ment this overarching goal. Here, we’re
working to a certain extent in new terri-
tory. But in my view, this was probably the
major policy step that took place during
my time here at ADB. Related to this step
is the very clear commitment that ADB
has made to support and achieve the Mil-
lennium Development Goals in Asia. ADB
was one of the first multilateral develop-
ment banks to make an absolutely unam-
biguous and explicit commitment to the
MDGs. I do not believe ADB has yet been
fully recognized for its early commitment
supporting the realization of the MDGs in
Asian developing member countries.

Q: Some people believe ADB should
limit its work to a specific set of areas
and not try to do everything. How do
you view that idea?

A: There are practical limits to how much
any institution can do and disperse its ac-
tivities. Unless we assume that ADB can
expand its professional staff without limit,

it is not really possible to expect that it
can do everything well. We need a mini-
mum expertise and critical mass to do
things well. If ADB wants to be in health,
for example, it cannot have just one or two
health professionals at headquarters.

The second issue is efficiency. In
theory, we could have two dozen areas of
activity at headquarters and two dozen
areas of activity in every developing mem-
ber country we work with. The question is
whether this is an efficient way to do busi-
ness. It is not reasonable in terms of the
sheer efficiency of the operation or having
enough resources to have any real impact
in each sector. Whether ADB is in too many
sectors as a whole is difficult to say. But
there are tremendous pressures on the
bank. Donors want ADB to address every
new development challenge—SARS, HIV/
AIDS, money laundering, etc. Developing
member countries are looking to get
resources from wherever they can for their
needs. Within the bank, professionals in
each field want to be active in each coun-
try. All of these are pressing ADB to expand
and diversify its activities.

Somebody has to sit back and say, “How
far can we go before we begin to lose

impact, and we become inefficient and
mediocre in everything everywhere?”
That’s a big issue for ADB and the Board
to address.

Q: As you look back, what areas of
your work have been most satisfying?

A: The most satisfying thing I’ve seen
during my time at ADB is the more frank
and open discussion about development
issues. ADB’s Policy on Confidentiality
and Disclosure of Information—which
was approved in 1994, shortly after I
arrived here—was a dramatic change.
Coupled with the Internet and the web
site, it opened up ADB to the public. This
was significant because ADB is not well
known outside of Asia. In parallel, the se-
ries of policy papers starting with gover-
nance and subsequently anticorruption
has opened up ADB’s discussion of devel-
opment in areas that had been considered,
until the mid-1990s, to be taboo. Finally,
there has been the change in Board dis-
cussions. Over the years, Board discussions
have become much more focused, more
explicit, and more businesslike. Board
members say what they think. �

The most satisfying thing I’ve seen during
my time at ADB is the more frank and open
discussion about development issues

““
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By Bart Édes
External Relations Specialist

The Asian Development Bank
(ADB)’s Policy on Confidential-
ity and Disclosure of Information
(Disclosure Policy) governs the

release of ADB information and documents.
Approved in September 1994, the Disclo-
sure Policy took effect on 1 January 1995.
It seeks to balance the many positive con-
tributions that an open and transparent
policy can make to ADB’s work with legal
and practical constraints that in some cases
limit disclosure.

ADB makes hundreds of operations-
related documents available each year on
its web site (http://www.adb.org) and in
hard copy upon request. The Disclosure
Policy recognizes that openness helps en-
sure the effectiveness of ADB operations
and sustain the support of shareholding
governments. It also promotes effective lo-
cal participation in decision making and
improved project implementation and
sustainability.

In May 2003, ADB established a senior-
level Steering Committee, chaired by the
Principal Director, Office of External Rela-
tions, to oversee a comprehensive review of
the Disclosure Policy. It is expected that a
revised and updated policy will be submit-
ted to the Board of Directors for its consid-
eration during the first half of 2004. The
new policy will be developed in a partici-
patory process, with input sought from
various interested parties in ADB member
countries.

The Right Time for a Review
Internal reviews of the Disclosure Policy
have found that, in general, it has been
implemented effectively, and that requests
for documents have usually been met
promptly. Since adoption of the Policy, ADB
has made substantially more information
about its operations available to external
audiences, and, in the process, has helped
raise public awareness of ADB’s role, objec-

Policy Review
Commences
The public is invited to help shape a better policy

tives, projects, and programs.
Nevertheless, the past few years have

witnessed increased calls for greater ac-
countability and transparency in public in-
stitutions. Advances in information and
communication technology, such as the
Internet, have made it easier for individu-
als to quickly access information of all
kinds. This increased access to information
has been accompanied by raised expecta-
tions on the amount, type, and timeliness
of information released by agencies like
ADB.

Indeed, the climate in which ADB works
has changed considerably over the past
decade, and a policy drafted to the standards
of the mid-1990s may now be regarded by
some as inadequate. These factors, com-
bined with major internal developments,
such as the adoption of the Poverty Reduc-
tion Strategy (1999) and ADB’s reorganiza-
tion (2002), make a review of the Disclosure
Policy a timely exercise.

Public Invited to Comment
ADB is now soliciting views of interested

stakeholders on the current Disclosure
Policy, and on the appropriate format and
content of the new policy. Comments are
also being invited on the Information
Policy and Strategy of ADB, which comple-
ments and reinforces the Disclosure Policy.
A special page has been developed on
ADB’s web site to provide updates on the
policy review process (http://www.adb.org/
disclosure). The 3-month public comment
period will end on 14 November 2003,
when the input from within and outside
ADB will be considered in preparing an
initial working draft of the new policy.

During January and February 2004,
face-to-face consultations on the working
draft will be held in at least 10 countries.
The views of government officials, business-
people, researchers, past requesters of
information from ADB, and nongovern-
ment organization representatives will be
actively sought during these 2 months. Feed-
back collected during this consultation
phase will be weighed in preparing the new
policy for submission to ADB’s Board of
Directors.

ADB expects this policy review process
to lead to a modern Disclosure Policy that
reinforces ADB’s goal of reducing poverty
in Asia and the Pacific. �

Send your comments on ADB’s Disclosure Po-
licy, and Information Policy and Strategy to
disclosure@adb.org.

INFORMATION FOR ALL ADB makes hundreds of documents available each year on its web
site and in hard copy upon request, as well as through its Public Information Center
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For these and other publications, contact the Asian Development Bank Publications Unit
P.O. Box 789, 0980 Manila, Philippines; Fax: (632) 636-2648; E-mail: adbpub@adb.org

www.adb.org/Publications

New Publications
Key Indicators 2003
ISSN 0116-3000
Price: $40 (paperback)

This is a comprehensive statistical
portrait of ADB developing member
countries, with 38 regional tables
and 40 country tables of socio-
economic data, including the Mil-
lennium Development Goals
Indicators, time series of economic
and financial data, and a special chapter on Education for
Global Participation.

Accrual Budgeting and
Accounting in Government
and Its Relevance for
Developing Member Countries
ISBN 971-561-488-4
Price: $10 (paperback)

This report examines the relevance of
accrual budgeting and accounting in
government for ADB’s developing mem-
ber countries (DMCs) and provides back-
ground and guidance on this issue. It presents practical
suggestions on how DMCs might improve their government
accounting arrangements in a gradual, systematic manner.

Combating Trafficking of Women and Children
in South Asia: Regional Synthesis Paper for
Bangladesh, India, and Nepal
ISBN 971-561-484-1

Guide for Integrating
Trafficking Concerns into
ADB Operations
ISBN 971-561-485-X
Price: $15 per two-volume set
(paperback)

Trafficking in women and children,
both as a root cause and manifesta-
tion of poverty and human deprivation, is a
major challenge to ADB, whose mission is to assist its member
countries to accelerate poverty reduction.

Defining an Agenda for Poverty Reduction:
Proceedings of the First Asia
and Pacific Forum on Poverty
Volume 1 (ISBN 971-561-457-4)
Volume 2 (ISBN 971-561-474-4)
Price: $15 per volume (paperback)

This two-volume publication contains
speeches and papers from the First
Asia and Pacific Poverty Forum, offer-
ing a timely review of significant
issues and strategic approaches in
poverty reduction in the Asia and
Pacific region.

Afghanistan’s Transport Sector
on the Road to Recovery
ISBN 971-561-492-2
Price: $10 (paperback)

This is a snapshot report of the situation from March to
May 2002 of the country’s transport sector, focusing on
roads and civil aviation.

Rebuilding Afghanistan’s
Agriculture Sector
ISBN 971-561-493-0
Price: $10 (paperback)

This report outlines sector strategies
and needs, summarizes the subsector
report findings, and highlights the
programming aspects for rebuilding
Afghanistan’s agriculture sector.

A New Start for
Afghanistan’s Education
Sector
ISBN 971-561-494-9
Price: $10 (paperback)

This book reports that education is a
key ingredient in rebuilding Afghani-
stan, igniting progress in all other
sectors.

A D B  B O O K S T O R E
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By Arthur M. Mitchell
General Counsel

John Maynard Keynes once said
that economics is the science of
thinking in models, and the art of
applying the best model to specific
circumstances. It is a challenge to

development—to move from a simple faith
in our legal models to a system that works
in practice.

In essence, law is the tangible and in-
tangible context that links individuals to
the community. And it defines responsi-
bilities of individuals to society as much
as it defines and protects individual rights.
Above political manipulation, it must be
evenhanded for the poor and the rich; for
both women and men; for minorities across
ethnic, cultural, or religious boundaries.
In short, it must be a pillar of good gover-
nance.

A development lawyer’s job is to help
build a responsive and fair legal system. But
it is not enough to merely talk about gover-
nance, accountability, responsibility, lia-
bility, and rule of law without thinking
pragmatically about what types of insti-
tutions are likely to lead to a
better overall legal environ-
ment. Development lawyers
are the legal engineers and ar-
chitects in the development
process, applying principles to
concrete situations. The ques-
tion is…what principles?

Are principles built upon
a universal theory of justice,
or on experience? In development, and at
the Asian Development Bank (ADB), our
job is to build a legal framework in situa-
tions where detailed laws can vary quite
considerably. The content of those laws may
be universal or particular. But even if they
are universal in concept, they certainly are

not universal in application, as specific cul-
ture and historical experience differ—by
region, by nation, and by community. De-
velopment banks need to build new ideas
for legal reform and regional cooperation
based on experience, not merely on theo-
ries or models.

A Unique Law Firm
After 37 years, ADB’s comparative advan-
tage is precisely its experience. Over 700
projects have had law as a component. And
about 70 have law and development as the
principal focus.

The Office of the General Counsel at

L A W  M A T T E R S

From public administra-
tion to judicial reform to
revision of commercial
laws, ADB’s Office of the
General Counsel is using
legal tools as catalysts for
economic development

Law and Development:
Both Science and Art
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BIG PICTURE Law and
development work
well together when
stakeholders are
involved in
assessments and
discussions that lead
to recommendations
and action

BIG PICTURE Law and
development work
well together when
stakeholders are
involved in
assessments and
discussions that lead
to recommendations
and action
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ADB is one of the most unique law firms in
the world. In addition to servicing clients
in both public and private sectors, it plays
a major role in designing and implement-
ing law and development projects together
with ADB’s developing member countries
(DMCs). For over 10 years, we have engaged
in projects focused on such diverse areas
as public administration; judicial reform;
and revision of commercial laws in the ar-
eas of insolvency, secured transactions, cor-
porate governance,
and trade laws.

ADB also helps
with environmental
legislation in sev-
eral countries and
works to stop money
laundering and ter-
rorist financing in
Asia and the Pacific. Our projects have
ranged in size from $60,000 to more than
$350 million. Most ADB interventions en-
compass other components in addition to
law. Most involve only one country, while
some have a regional focus. The following
are a few examples.

Over the past 5 years, ADB approved
five projects for Pakistan valued at more
than $350 million. The core is a $330 mil-
lion Access to Justice Program loan, ap-
proved in December 2001. With loan
release contingent on policy action, the pro-
gram includes judicial and police reforms,
giving the poor, women, and minorities
access to a better, more efficient system of
law where police are insulated from politi-
cal interference. The multifaceted program
involves 10 major policy components, en-
abling an environment conducive to private
sector growth as well. The commitment
thus far of the Government of Pakistan to
the program is encouraging.

Another example is ADB’s early involve-
ment in creating, upgrading, and reform-
ing insolvency law throughout the region.
Before it became the norm, and much be-
fore the 1997 Asian financial crisis, ADB
was involved. The People’s Republic of
China (PRC) first approached ADB in
1994 with the onerous task of state enter-
prise insolvency. Helping train judges, le-
gal personnel, and government officials
has all been part of our contribution to what
is now the draft insolvency law currently
with the National People’s Congress.

Regionally, ADB also assessed insol-

vency laws in 11 Asian economies between
1997 and 1999. This led to a set of core
principles for a well-functioning corporate
insolvency system, used as a tool by gov-
ernments throughout Asia. Countries in-
volved included PRC, India, Republic of
Korea, Japan, Malaysia, Pakistan, Philip-
pines, Singapore, and Thailand, as well as
Hong Kong, China and Taipei,China. ADB
continues to provide advice to Indonesia,
Lao People’s Democratic Republic, Nepal,

Philippines, Thailand, and Viet Nam, as
well as in the PRC.

Measuring Success
The point is that cooperation is the way to
go, building core principles regionally that
can fit individual economies and specific
economic situations. And it appears to fit
well with ADB’s five subregional groupings.
With all stakeholders involved in assess-
ments and discussions, leading to recom-
mendations and action,
law and development
work well together.

Yes, there have been
ADB projects where con-
sultants were limited in
their access to systems
and information, leading
to serious delay and in-
action. In one technical assistance project,
poor communications over access, draft-
ing instructions, and other advice led to
13 drafts of a law that ultimately failed to
meet agreed criteria.

But most succeed. In the PRC, for ex-
ample, relatively small yet consistent in-
terventions over 7–8 years crystallized
experience into discipline. We now know
what works in the PRC.

So what’s still needed?
One problem is that, as a general mat-

ter, we do not know precisely what it is that
we truly know about law and development.
We need to go back over our vast experience
to measure success not in terms of what
fits the theory, but in terms of what

worked—what worked in accomplishing
our development objectives and what
didn’t. This simple, practical approach to
lessons learned builds on successes and lim-
its failure. Bringing all groups affected by
legal reform together, including nongovern-
ment organizations, ensures the greatest
input and builds better understanding of
the relationship between law, reform, and
development.

Also, measuring the results of legal re-
form and building good governance can take
a generation. We need to find out how to
measure and evaluate in terms of actual
impact rather than simple project perfor-
mance. But this is not a formula for inac-
tion. On the contrary, it’s the beginning of
a more focused approach to what we actu-
ally do so that we may achieve develop-
ment effectiveness. This strategy does not
mean that we must wait until better
metrics are developed before we suggest law
and policy interventions, but it does mean
that we need to immediately commit re-
sources to properly evaluate our work.

As development lawyers aim for more
efficient and responsible governance,
smoothing the relationship between the
guarantee of individual rights and respon-
sibility to society, they seek a holistic ap-
proach, yet with flexibility to adapt to

changing needs, to discern what linguists
call the “deep structure” of language, as
well as law.

Human beings have a long history of
borrowing from each other—language, cul-
ture, and technology. Legal models have
been transplanted everywhere. But our
models cannot be developed and refined in
the abstract. They must be based on the
experience of people with context-specific
knowledge. Keeping this in mind as we learn
more about our own experience, we hope to
use legal tools as a catalyst for economic
development. �

For more information on law and development,
go to http://www.adb.org/law/

Development banks need to build new
ideas for legal reform and regional
cooperation based on experience,
not merely on theories or models

We need to go back over our vast
experience to measure success not
in terms of what fits the theory,
but in terms of what worked
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By Graham Dwyer
External Relations Specialist

MANILA, PHILIPPINES

When the Asian Develop-
ment Bank (ADB) ap-
proved a $200 million loan
in 1994 for a vital 2,500-

kilometer (km) railway link from Beijing
to Kowloon, the priority was to remove
transport infrastructure bottlenecks to eco-
nomic growth in the People’s Republic of
China (PRC).

Nine years later, the project for the Jing-
Jiu Railway has largely achieved its devel-
opment objectives, while also contributing
to ADB’s goal of poverty reduction.

“Even though poverty reduction was
not an explicit objective of this project, it
has had a major impact on stimulating eco-
nomic development and reducing poverty
in some of PRC’s poorest counties,” says
Chang Ching Yu, an ADB Evaluation
Specialist.

“In providing a fast and reliable rail-
way link between two key destinations, it
is helping narrow the gap between the rela-
tively developed coastal provinces and the
less developed interior.”

Travel times between Nanchang, capi-
tal of Jiangxi Province, and Beijing, Shang-

hai, and Guangzhou have been cut down
drastically from about 24 hours to less
than 12 hours. Strikingly, travel between
Ganzhou, the second largest city of Jiangxi,
and Nanchang about 400 km away, has
been reduced from over 12 hours to 4–
5 hours.

Construction on the $5.3 billion rail-
way began in January 1993, with the route
originating in Beijing and running through
seven provinces to terminate in Kowloon,
in Hong Kong, China.

The ADB loan enabled the railway to
receive new technology, such as signaling
and telecommunications equipment, op-
eration systems, track maintenance, and
special heat-treated and hardened rails,
expected to last 30% to 50% longer than
regular tracks.

The project also promoted policy re-
forms, along with a more commercial
approach and more efficient financial man-
agement.

A recent evaluation by an ADB team that
visited Beijing, Guangdong, and Jiangxi
provinces gave the project high marks.

The improved track and high-tech
equipment led to a faster and more efficient
train service. Express trains typically run at
between 120 km per hour (kph) and 140 kph,
compared with an average speed of 60 kph
for trains in the PRC in 1999.

P R C

The economic impacts in stimulating
development and reducing poverty in the
provinces along the railway have been sig-
nificant.

“The railway provides, at lower cost,
access to outside markets for local agricul-
tural and mining products, while stimu-
lating external investments,” says Mr. Yu,
who led the evaluation team. “It has also
allowed rural surplus labor to work in richer
Guangdong Province and has thereby sig-
nificantly boosted rural incomes.”

The seven counties along the railway in
Ganzhou, for instance, experienced faster
growth than the province as a whole, with
the impact strongest in urban areas.

The railway also captured a significant
amount of traffic, particularly passengers,
helping ease congestion on alternative
lines.

“There are many institutional reforms
still to be carried out, particularly in ac-
counting systems and separating the gov-
ernment function from its commercial
operations,” Mr. Yu notes.

“But already this project is proving that
a railway project that is well designed, main-
tained, and managed can reduce poverty.”

The project was also completed
4 months ahead of schedule. ADB’s finan-
cing was kept to below $194 million, result-
ing in loan savings of over $6 million. �
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Improved Beijing-to-Kowloon railway
gets high marks for helping the poor
Improved Beijing-to-Kowloon railway
gets high marks for helping the poor
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MANILA, PHILIPPINES

A cting on the recommendation of
President Tadao Chino, the ADB
Board of Directors created a fourth

Vice-President position, which was filled
by Geert van der Linden in September.

As Vice-President, Mr. van der Linden,
54, of the Netherlands, will oversee ADB’s

knowledge management and sustainable
development activities.

Mr. van der Linden was Special Advisor
to the President, developing ADB’s role in
the areas of knowledge management,
policy, and strategy. Most recently in this
role, he headed ADB’s response team to the
Severe Acute Respiratory Syndrome (SARS)
outbreak in the region.

His new responsibilities include man-
agement of the operations of ADB’s Regional
and Sustainable Development Department,
Economics and Research Department, and
Office of External Relations. In his 24 years
with ADB, Mr. van der Linden has served as
a Project Economist, Manager of the Educa-
tion Division, Resident Representative in
Bangladesh, Chief of the Office of Pacific
Operations, Director of the Programs Depart-
ment (West Asia), and Director of the Pro-
grams Department (East Asia). �

MANILA, PHILIPPINES

The Board of Directors of ADB, acting
on the recommendation of President
Tadao Chino, appointed Liqun Jin

as Vice-President (Operations 1) with ef-
fect from 1 August 2003.

Mr. Jin, of the People’s Republic of
China (PRC), succeeded Vice-President
Myoung-Ho Shin, of the Republic of Korea,
who retired after 5 years of service.

Mr. Jin, 53, was the PRC’s Vice Minister
of Finance, mainly in charge of the budget
for administrative expenses of education,
science, culture, and external economic
affairs.

Previously the Alternate Governor for the
PRC at ADB, World Bank Group, and Glo-
bal Environment Facility, Mr. Jin has been
active in international economic affairs for
almost 2 decades, particularly since the
Asian financial crisis in 1997.

He has worked on numerous bilateral
and multilateral economic and finance fo-
rums, such as the China-US Joint Economic
Committee, China-UK Economic and

MANILA, PHILIPPINES

A sian Development Bank (ADB)
President Tadao Chino appointed
Young-Hoi Lee to the newly cre-

ated position of Managing Director Gen-
eral. Mr. Lee, 56, took up the position in
mid-September. As Managing Director
General, Mr. Lee is engaged mainly in high-
level coordination and synthesis of work
among ADB’s four Vice-Presidents, under
the overall guidance of the President.

Mr. Lee joined ADB from the Export-
Import Bank of Korea, where he held the
position of Chairman and President since
2001. There, he was in charge of extending
financial support for export and import
transactions, and oversaw investment
projects and the development of natural
resources abroad. Mr. Lee began his career

PEOPLE

Finance Dialogue, APEC Finance Ministers’
Meeting, ASEAN Plus Three, and G-20.

In addition, Mr. Jin was a member of
the State Monetary Policy Committee and
the Anti-Terrorism Committee of the PRC.

After serving as Alternate Executive Di-
rector at the World Bank Group for 4 years,
Mr. Jin was appointed Director General of
the World Bank Department of the Minis-
try of Finance in 1995. The same year, he
was promoted to Assistant Minister of Fi-
nance and in 1998 became Vice Minister
of Finance. �

Geert van der Linden
Appointed Fourth
Vice-President

Liqun Jin Succeeds
Myoung-Ho Shin as
Vice-President

ADB Appoints Two New VPs

at the Republic of
Korea’s Ministry of
Finance in 1973. Af-
ter holding several
positions there, he
was appointed as
Advisor to the Execu-
tive Director of the
International Mon-
etary Fund (IMF) in
1991. He returned to
the Ministry in 1994
and was appointed as Director General of
Budget Coordination. In 1997, he assumed
the role of Executive Director at IBRD. In
1999, Mr. Lee became Deputy Minister for
the Office of Planning and Management in
charge of the Treasury Bureau, Economic
Cooperation Bureau, and the Welfare and
Consumer Policy Bureau. �

Young-Hoi Lee: Managing Director General

Liqun Jin, Vice-President (Operations 1) Geert van der Linden, Vice-President
(Knowledge Management and Sustainable
Development)

Young-Hoi Lee,
Managing Director
General
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Q: It has been more than 18 months
since the Karzai Government took
office in Afghanistan. How is the re-
building of the country proceeding?

A: You can look at it from an institutional
point of view or from a physical point of
view. In terms of institutional rebuilding,
at least the central bank has started its re-
building. We finished a currency conver-
sion; we rebuilt our macroeconomic
research unit, which provides the informa-
tion for monetary policy. We have estab-
lished a supervision department, which is
the prerequisite for having a two-tier bank-
ing system, whereby commercial banks
would be separate from the central bank.
And we have had a pretty stable exchange
rate. Prices have actually declined this
year. So as far as the institution of the cen-
tral bank is concerned, I think we have
made significant progress. We are about to
build a new banking system in the sense
that we have received applications at least
from three banks and they are ready, they
have been reviewed, we are ready to issue
them licenses, but we are waiting for the
passage of the central bank law and the
banking law in general.

Q: What is the main challenge facing
the central bank now?

T H E  I N T E R V I E W

BANKING ON AFGHANISTAN

Like much of Afghanistan, the country’s banking system
was devastated during 2 decades of conflict. The man
charged with rebuilding the sector is Anwar-ul-haq Ahady,
Governor of the Central Bank of Afghanistan, and Alter-
nate Governor for Afghanistan in the Asian Development

Bank (ADB). Mr. Ahady, who spent 23 years as a banker and pro-
fessor in the United States, returned to Afghanistan in March 2002
to take up his current position. He spoke with David Kruger about
his progress so far and the challenges that lie ahead. Excerpts:

A: The main challenge is to establish a
new banking sector that is unlike in the
past. In the past, we had commercial banks
being part of the central bank. Now we will
have commercial banks that are separate
from the central bank. But I think we have
made significant progress in that area, and
I’m pretty confident that by the end of the
year we will have a vibrant, privately owned
banking system in Afghanistan. Our very
serious problem is human resources. We do
not have too many qualified people in
Afghanistan. We are trying to hire some
Afghans who have studied abroad in neigh-
boring countries and have a decent educa-
tion.

Q: How will the entry of commercial
banks benefit Afghanistan and its
people?

A: These banks are supposed to compete
with each other, and through competition,
we hope they will offer better services, a
more consumer friendly environment, and
lower prices. This is the benefit you would
expect from any privately owned, free-
market, and competitive economic envi-
ronment. The second benefit would be that
the Government would not be involved in
any losses that these banks might incur.
We would hope that we will change the

banking culture from one of being domi-
nated by bureaucratic procedures to one
that is dominated by initiative, competi-
tion, and result orientation.

Q: Are you confident the new national
currency, the afghani, has gained
acceptance?

A: It has been very successful. It took us
3 months to exchange our old banknotes
for new banknotes. The new banknotes
have been accepted countrywide. Of course,
there are still some transactions in US dol-
lars and Pakistani rupees, but I think trans-
actions in afghani are increasing. The
exchange rate has been very stable for the
past 6 months, and I think we have been
able to gain the confidence of the people in
the currency. I am expecting that within a

By David Kruger
External Relations Specialist

OPTIMISTIC Anwar-ul-haq Ahady, Governor of
the Central Bank of Afghanistan

“

“

Our very serious problem is human resources
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year or a year and a half or so, the national
currency will be the only currency used in
the country for major transactions.

Q: One goal of the introduction of the
new currency was to gain greater
control over monetary policy. Has that
been achieved?

A: Yes, definitely. In the past we had no
control over the printing of money. We ac-
tually did not even know how much money
was in circulation. Conducting money
policy on a sound economic basis was very
difficult. Now on a daily basis I know what
is the amount of money in circulation, what
is the exchange rate, what is the govern-
ment expenditure, how much I should ster-
ilize. I can make those decisions with better
data and with greater confidence.

Q: The Government has adopted a 
no-deficit policy. Can you explain the
policy and its goals?

A: The no-deficit policy is that the Gov-
ernment will not spend more than the
revenue it generates. In the past, the Gov-
ernment spent a lot more money than its
revenues and the worst part of that was that
the deficit was financed by printing money.
That’s why the afghani depreciated so

rapidly. To give you some perspective, in
the 1970s, before the communist coup, one
US dollar was equal to about 40 afghanis.
By the time I took over, one dollar was about
40,000 afghanis. And the main reason was
because there was so much money printed.
In the 1970s before the communists took
over, there were 16 billion afghanis in
circulation. When the Karzai administra-
tion took over, the total amount of money
in circulation was about 13,000 billion
afghanis. This was money being printed
without any foreign exchange support so
of course the value of the afghani deterio-
rated very rapidly. If the Government were
to have a deficit and it were monetized,
the same thing would happen with the
new currency.

Q: How does the security situation in
the country affect your policy decisions
and the implementation of new policies?

A: A prerequisite for economic prosperity is
security. Security could be a lot better, and
it should have been better. And I think it
should have been the No. 1 priority. I find
it difficult to accept this argument that
economic prosperity will enhance security.
I don’t think there is going to be any eco-
nomic prosperity unless there is security.
The state of security is not as good as it
should be, but the Government does real-
ize this and is attaching very high priority
to improving security.

Q: One area in which ADB is working
with Afghanistan is the establishment
of a national payments system. How is
that progressing?

A: There are three elements to the national
payments system. One is the international
element, and I think now the central bank
is capable of doing all sorts of international
payments. We can receive money from
abroad and send money from Afghanistan
in no time; we don’t have any problem in
that regard. There are payments to be made
within the city of Kabul. Once again the
central bank has no problem making these

payments. Then there is payment to be
made in the provinces. The central govern-
ment does not have a problem. It has its
employees, its branches throughout the
country; but to be able to send money to
those branches, security conditions would
have to be met. We have asked President
Karzai to talk to the governors to provide a
high level of security for the banks and
I think they have agreed to that. Recently,
we completed our connection with about
32 central bank branches in the provinces.
We are connected to those branches now
through computers and through satellite.
But we need to repair our branches in the
provinces, and for that we need more equip-
ment, and we have asked ADB to support
us in that project. �

Quarterly Meetings for
Development Partners
Launched in Nepal

ADB’s Nepal Resident Mission is moving
to strengthen communications among
ADB, NGOs, and the Government of
Nepal by initiating quarterly meetings
among the three parties. The objective of
the meetings is to provide an opportunity
for sharing views and experience on de-
velopment issues and impacts relevant
to ADB’s operations in Nepal. For more
information, contact Pawitra Gurung at
pgurung@adb.org.

Sundarbans Project
Put on Hold

ADB has suspended its loan and two-
associated technical assistance grants for
a conservation project in Bangladesh’s
Sundarbans Reserve Forest, citing diffi-
culties with the design and implemen-
tation, including lack of adequate
financial management. The Sundarbans
Biodiversity Conservation Project has
been aimed at developing a sustainable
management and biodiversity conser-
vation system for the forest, part of the
world’s largest remaining contiguous
mangrove area, and reducing poverty
of 3.5 million people living around the
Sundarbans. For more information, con-
tact Frederick Roche at froche@adb.org.

ADB Staff Improves Skills
in Working with NGOs

In August, more than 30 ADB personnel
attended two training courses on work-
ing with NGOs. One course was orga-
nized for personnel at headquarters,
while the other was held in Tashkent for
staff of resident missions in ADB’s East
and Central Asia Department. The train-
ing improved staff members’ skills in
interacting with NGOs, raised awareness
of—and sensitivity to—ADB-NGO
issues, and addressed relationship as-
sessment, negotiation, and consensus
building. For more information, contact
Bobby Olarte at bolarte@adb.org. �

I don’t think there is going to be any 
economic prosperity unless there is security“ “
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