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Spain Contributes Additional $100 Million
to ADB’s Concessional Fund to Fight Poverty

The Asian Development
Bank (ADB) announced
that the Government of

Spain will contribute an addi-
tional $100 million to the Asian
Development Fund (ADF),
ADB’s concessional lending
fund that is used to fight pov-
erty in the Asian and Pacific
region.

In his letter offering the con-
tribution, Spain’s Minister
of Economy and Finance Rodrigo
de Rato y Figaredo refers to the
economic and social hardship
that has ensued following the 11
September terrorist attacks, and

approaches that can be adapted
for use in other projects and
programs.

Other areas of cooperation
could include staff secondments
to promote an exchange of ideas
and expertise between the two
agencies, and early consultations
on proposed projects, programs,
and strategies at the country
level.

Senior ADB and DFID staff
will meet at least once a year to
review progress and identify
practical actions to further
strengthen their collaboration. ■

The Asian Development
Bank (ADB) and the
United Kingdom's Depart-

ment for International Develop-
ment (DFID) will strengthen
collaboration in Asia and the
Pacific in support of their shared
vision of significantly reducing
poverty in the region.

In a joint statement, the two
agencies affirmed their commit-
ment to enhance their existing
cooperation at both the institu-
tional and operational levels.

ADB and UK Step Up Efforts Against Poverty

Japan’s Finance Minister
Masajuro Shiokawa an-
nounced that Japan will

make an additional contribution
of $50 million to the Japan Fund
for Poverty Reduction (JFPR),
which the Asian Development
Bank (ADB) is administering.

“As the only multilateral
development bank based in Asia,
ADB has made considerable con-
tribution to regional develop-
ment, to the economic growth
and social progress in the region,
as well as to the quality of life,”
said Mr. Shiokawa in his address
to ADB’s 35th Annual Meeting of
the Board of Governors.

“I would like to take this
opportunity to announce that
this year, Japan will make a fur-
ther  contribution of approxi-
mately $50 million to the fund
(JFPR),” he said. The JFPR,
funded by the Government of
Japan, was established in May
2000 to extend grants to support
innovative poverty reduction and
related social development ac-
tivities that can add substantive
value to ADB-financed projects.
Japan has already contributed
$150 million to the fund.

The JFPR provides grants for
such activities as educational
campaigns relating to HIV/AIDS
and improving nutrition for the
poor and socially vulnerable.

The $50 million will come
out of the $500 million that Japan
had earlier pledged over the next
2.5 years to support the recon-
struction of Afghanistan, said 
Mr. Shiokawa.

He added that Japan appre-
ciates ADB’s active role in sup-
porting Afghanistan, Pakistan,
and Central Asia. “ADB President
Chino is the first head of an
international financial institution
to visit Kabul since the events of
11 September. I look forward to
ADB’s firm implementation of
its assistance for Afghanistan’s
reconstruction in close collabora-
tion with World Bank, UNDP,
and bilateral funding agencies.” ■

Japan Adds
$50 Million to
Poverty Fund

says that there is a “humanitarian
obligation on all donors” to respond
to the needs of Afghanistan and its
neighboring countries.

He acknowledges the “posi-
tive contributions being made by
ADB, through the Asian Develop-
ment Fund, to address the
needs of countries hard hit by
international crises.” He also
expresses hope that the contri-
bution will “encourage other
donors to follow suit.”

Spain was among the donors
that agreed in 2000 on a
$5.6 billion ADF replenishment.
ADF VIII, as the replenishment
is called, covers 2001 to 2004.

ADB President Tadao
Chino says, “I am very pleased
and grateful for this extraordi-
nary contribution from the
Government of Spain. It is
three and a half times the
amount of Spain’s initial ADF
VIII contribution.”

ADF loans support poverty
reduction through pro-poor
sustainable economic growth,
the provision of social develop-
ment programs such as educa-
tion and health care, and the
strengthening of governance.
ADF loans typically carry mini-
mal rates of interest over long
repayment periods. ■

They agreed to consider new
ways of working together in
support of the Millennium
Development Goals, including
the goal of eradicating extreme
poverty by 2015.

To this end, both agencies
will consider committing
resources to sharpen the antipov-
erty focus of ADB’s work in its
poorer developing member
countries. ADB and DFID will
also collaborate on supporting
projects that have clear poverty
reduction objectives and demon-
strate the viability of innovative
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By Tadao Chino
President, Asian Development Bank

Your Excellencies, Ladies and
Gentlemen, I am delighted to
join the Chairman, the Honor-
able Xiang Huaicheng, Minis-
ter of Finance of the People’s

Republic of China, in welcoming you to the
35th Annual Meeting of the Board of Gover-
nors of the Asian Development Bank.

I would like to extend our deep appre-
ciation to His Excellency Jiang Zemin, Presi-
dent of the People’s Republic of China, for
honoring us by his presence this morning.
I would like to express gratitude to the Gov-
ernment and the people of the People’s
Republic of China for their warm hospital-
ity in welcoming ADB to Shanghai, one of
the economic, financial, and trade centers
of the world. ADB is proud to have worked
together with the city and its people in the
building of the Nanpu and Yangpu bridges,
and in the Suzhou Creek environmental
project. Special thanks are due to the Hon-
orable Chen Liang Yu, Mayor of Shanghai,
and the Shanghai Preparation Committee
for their tireless efforts to ensure the suc-
cess of this important meeting.

I am also pleased to note that this is
ADB’s 2nd Annual Meeting in the People’s
Republic of China. Our 22nd Annual Meet-
ing was hosted in Beijing in 1989.

Today I would like to bid a special wel-
come, on behalf of ADB’s entire member-
ship, to the Governor for Portugal, whose
country has become the 60th member of
ADB.

We gratefully acknowledge Portugal’s con-
tributions to the Asian Development Fund.

I would like to express a special “wel-
come back” to the Governor for Afghanistan,
whose country, a founding member, has
reactivated its partnership in development
with ADB.

I also extend a warm welcome to all rep-
resentatives of our development partners,
including multilateral and bilateral insti-
tutions, members of the global financial
community, civil society, nongovernment
organizations, and our friends in the media.

Regional Economic Performance
Mr. Chairman, Governors, Ladies and
Gentlemen, our developing member coun-
tries, or DMCs, recovered strongly from the
Asian financial crisis of 1997–1998, record-
ing an average growth rate of 6.4% in 1999

and 7.0% in 2000. The year 2001, however,
saw a synchronized global economic slow-
down, and the tragic events of 11 Septem-
ber adversely affected many DMCs across
the Asia and Pacific region. As a result, ag-
gregate growth slowed to 3.7%.

In contrast to the generally weak perfor-
mance of 2001, the economic news has been
encouraging in 2002 and provides the basis
for a stronger medium-term growth outlook
in Asia and the Pacific. The United States’
recovery seems on track with strong growth
in the first quarter, economic performance
in Europe is improving, and there are posi-
tive signs from Japan. These trends contrib-
ute to an improved economic outlook for
developing Asia. Within the region, domes-
tic demand in many DMCs is responding to
macroeconomic stimuli and emerging as a
source of growth. Aggregate economic
growth for developing Asia is expected to
strengthen during 2002 and 2003, and Asia
will continue to be one of the fastest grow-
ing regions of the world.

Despite these upward trends, several
risks remain. Externally, they include the
pace of recovery of the global economy as
well as oil price levels. On the domestic front,
sustained recovery depends on the imple-
mentation of policy and
structural reforms, par-
ticularly in the financial
and corporate sectors.
ADB will continue to
work closely with its
DMCs to accelerate the
reform process to help the
region grow and prosper in an increasingly
competitive global economy.

Key Events at ADB Last Year
Mr. Chairman, Governors, Ladies and
Gentlemen, 2001 was a year of enormous
challenges, but under your guidance and
with your strong support, ADB responded
effectively to the needs of its DMCs, and
strengthened its institutional capacity to
achieve its overarching goal of poverty re-
duction. Allow me to report to you five of
the most important events at ADB since last
year’s Annual Meeting in Honolulu.

First, we reviewed ADB’s organizational
structure. Our purpose was to see how we
could strengthen ADB’s capacity to deliver
its mandate of poverty reduction and more
effectively respond to the needs of its bor-
rowing member countries. The outcome is
a new organizational structure that became

effective on 1 January of this year. The tran-
sition has been virtually without disruption,
and we are already seeing many benefits.
These include a stronger country focus, im-
proved internal coordination, and greater
emphasis on knowledge management.

Second, ADB adopted new processes for
preparing country strategies and programs
for our DMCs. To strengthen country own-
ership and implementation, country strate-
gies and programs are closely aligned with
each country’s own development plans and
priorities. We emphasize strong stakeholder
consultation, especially with our develop-
ment partners, NGOs, and civil society.

Third, ADB introduced the LIBOR-
based loan product, or LBL product, in July
2001 for loans from our ordinary capital re-
sources. Compared with ADB’s former loan
products, LBL products offer borrowers more
flexibility in the choice of currencies and
interest rates. Given the current market
environment, LBL lending rates are substan-
tially lower than those for pool-based loan
products. ADB will continue to strive to offer
the best loan products at competitive terms.

Fourth, ADB’s first inspection case was
carried out in 2001 and brought to conclu-
sion earlier this year. The inspection pro-

cess yielded many
useful lessons for
ADB. I have already
created a steering
committee and a
working group to
review ADB’s In-
spection Function.

Concurrent with this review, we are conduct-
ing a comprehensive review of the Opera-
tions Manual and updating it to ensure
timely incorporation of all relevant opera-
tional policies. External consultations are
an integral part of the Inspection Function
review process. We are actively seeking the
views of all stakeholders, including govern-
ment officials as well as representatives from
NGOs, the private sector, and civil society.

Fifth, in the wake of 11 September,  ADB
has been at the forefront of international ef-
forts to assist Afghanistan and its neighbor-
ing countries. Early last month, I visited
Kabul to meet with Chairman Karzai and
Ministers of the Afghanistan Interim
Administration. I reassured them of ADB’s
firm commitment to assist in Afghanistan’s
recovery and reconstruction. ADB also
responded swiftly to the needs of affected
neighboring countries, and we strengthened

PRESIDENT’S ADDRESS

“In the wake of 11 September,
  ADB has been at the fore-
  front of international efforts
  to assist Afghanistan and its
  neighboring countries”
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our lending and technical assistance pro-
grams to Pakistan and many Central Asian
republics. ADB’s rapid response would not
have been possible without the strong sup-
port we received from our Board of Directors,
close collaboration with our development
partners, and the hard work and dedication
of our staff.

Challenges Ahead and ADB’s Responses
Ladies and Gentlemen, many of the major
challenges facing our DMCs are reflected in
the Millennium Development Goals. The
three challenges I wish to highlight today
are reducing poverty, addressing environ-
mental degradation, and promoting regional
cooperation. ADB is working closely with
its DMCs and development partners to ad-
dress these challenges.

Reducing Poverty
Poverty reduction is the greatest challenge
facing developing Asia and the Pacific. ADB's
mission is to reduce poverty in its broadest
dimension and within a desirable time
frame. Our DMCs share this commitment
as well as our vision of an Asia and Pacific
region free of poverty. However, developing
Asia is still home to two thirds of the world's
poor. Achieving the ultimate Millennium
Development Goal of eradicating extreme
poverty depends first and foremost on the
reduction of poverty in Asia.

Poverty is multidimensional. The three
pillars of our Poverty Reduction Strategy—
pro-poor, sustainable economic growth;
social development; and good gover-
nance—are the most critical elements.
The Asian financial crisis clearly illus-
trated that even gains
made through many years
of rapid and sustained
growth can all too quickly
be reversed. Continued
economic growth is
required to maintain
progress in reducing pov-
erty. To achieve this, we need structural re-
forms, technological progress, sufficient
investment, and financial stability. The pri-
vate sector is the engine of growth. Given
the huge infrastructure requirements of the
region, ADB’s Private Sector Development
Strategy calls for a more active involvement
of the private sector, including public-
private partnerships.

The second pillar of ADB's Poverty
Reduction Strategy is social development.

We all know the utmost importance of edu-
cation, health care, water supply and sani-
tation, shelter, and the need to pay special
attention to women and children. Our So-
cial Protection Strategy, Water Policy, and
Gender and Development Action Plan, all
finalized in 2001, are aimed at further
strengthening our social development
agenda. The third pillar is good governance.
In order to achieve pro-poor, sustainable eco-
nomic growth, to develop a strong private

sector, and to support a
healthy, well-educated,
equitable, and inclusive
society, good governance
is essential. In this re-
gard, the tragic events of
11 September under-
scored for all of us the im-

portance of united efforts to combat money
laundering and terrorist financing. As part
of ADB’s efforts to promote good governance,
and in support of its anticorruption policies,
we are now preparing a policy paper on com-
bating money laundering.

Addressing Environmental Degradation
The second challenge I wish to highlight is
overcoming environmental degradation.
Over the past four decades, rapid popula-

tion growth, dramatic changes in produc-
tion and consumption patterns, and massive
rural-to-urban migration have all contrib-
uted to environmental degradation across
the region. Unless environmental degra-
dation is reversed in key areas, achieving
the Millennium Development Goal of
environmental sustainability will not be
possible.

Environmental sustainability is one of
the three crosscutting themes of ADB's
Long-Term Strategic Framework. ADB is
reaffirming its long-standing commitment
to the environment with a new Environ-
ment Policy that will integrate environ-
mental considerations into all aspects of
ADB’s operations. It will also help target
ADB assistance to DMCs that are trying
to respond to priority environmental con-
cerns at the local, regional, and global
levels. Addressing environmental degrada-
tion requires strong partnerships. Accord-
ingly, ADB is continually strengthening
and expanding its partnerships with
international agencies, the private sector,
NGOs, and civil society. In this context,
we are actively participating in prepara-
tions for the World Summit on Sustainable
Development to be held in Johannesburg
later this year.

“Regional cooperation is
 essential for DMCs to
 integrate into the world
 economy and to share in
 the benefits of growth”

URGENT MATTER Rapid
population growth and
massive rural-to-urban
migration have contributed
to environmental degradation
across the region

URGENT MATTER Rapid
population growth and
massive rural-to-urban
migration have contributed
to environmental degradation
across the region
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Promoting Regional Cooperation
Third, ADB’s Charter identifies the promo-
tion of regional cooperation as one of ADB's
specific obligations. The Charter cites re-
gional cooperation as a means to achieve
more efficient use of regional resources, make
economies more complementary, and pro-
mote the expansion of foreign trade, in par-
ticular intraregional trade. As the special
theme chapter in our Annual Report for 2001
emphasizes, regional cooperation is essential
for DMCs to integrate into the world economy
and to share in the benefits of growth.

The Asian experience also shows that
regional cooperation can be a powerful means
to minimize the risks of globalization. One
good example of risk management through
regional cooperation is ADB’s support for re-
gional information exchange and economic
surveillance within ASEAN and ASEAN+3.
At the subregional level, ADB is actively
supporting several initiatives, including the
Greater Mekong Subregion program, the
South Asia Subregional Economic Coopera-
tion program, and the Central Asian Regional
Economic Cooperation program. ADB is also
promoting regional cooperation in the
Pacific. This is consistent with our Charter
requirement to pay special attention to the
needs of smaller member countries.

PRESIDENT’S ADDRESS
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The Importance of Continued
Shareholder Support
Mr. Chairman, Governors, Ladies and
Gentlemen, these challenges are immense.
But our mission is clear. Since becoming
President, I have focused much of my at-
tention on ensuring that ADB effectively
addresses the needs of its DMCs, and that
it has the necessary means to accomplish
its mission. When I assumed office in Janu-
ary 1999, I immediately declared poverty
reduction as ADB's overarching goal. Ten
months later, in November 1999, our Board
of Directors unanimously approved ADB's
Poverty Reduction Strategy.

Today, ADB is better positioned than
ever to execute its mission. We now have a
solid foundation of policies and strategies,
firmly grounded in our
Long-Term Strategic
Framework, to focus
and guide our opera-
tions. We have aligned
our organizational
structure and business processes to support
our activities and programs. To enhance de-
velopment effectiveness, we have strength-
ened our Operations Evaluation Department
and established the Board Development
Effectiveness Committee. Performance-
based allocation of ADF resources is also
under way. Many of the essential building
blocks are now in place for ADB to deliver
its mandate of poverty reduction. We have
also laid the groundwork to ensure the most
efficient and effective use of available fi-
nancial resources; nonetheless, support from
all shareholders is essential to respond to
the development challenges facing the Asia
and Pacific region.

Concluding Remarks
Mr. Chairman, Governors, Ladies and
Gentlemen, in conclusion, I would like to
tell you of my recent experiences in Sri
Lanka and Afghanistan. Earlier this year,
immediately after the cease-fire, I visited a
conflict-stricken area in northern Sri Lanka,
near Vavunia. My visit demonstrated the
commitment of ADB, along with other
development partners, to assist the Govern-
ment in postconflict rehabilitation and
achieving lasting peace. My visit to a refu-
gee camp, a district hospital, and a girls'
high school showed me how difficult life is
for the affected people. The school, built
for 1,500 students, now accommodates
more than 4,000, including many children

from internally displaced families. Many
students are studying in old refugee shel-
ters on the edge of the campus. However,
I was deeply moved by the shining eyes of
the students. The enduring spirit and com-
mitment of the teachers and schoolchildren
will never be erased from my memory.

During my visit to Afghanistan in early
April, I walked through the city of Kabul.
The devastation in many parts of the city
was worse than anything I could have imag-
ined. I visited one elementary school. Most
of its roof was gone. The shattered walls were
riddled with bullet holes. But teachers—
most of them women—and girls and boys
alike were hard at work making up for the
lost years, and building a brighter future
together. No matter how dilapidated, this

was a place for children
who could now hope
and dream.

These brief but
powerful experiences
have reaffirmed my

conviction that all nations and all people of
Asia—indeed all people everywhere—
should live together, work together, grow to-
gether, and deepen mutual cooperation. For
this can surely lead to a better Asia, to a
better world.

Ladies and Gentlemen, under your con-
tinued guidance, ADB is firmly committed
to an Asia and Pacific region free of poverty.
Because Asia is home to two thirds of the
world’s poor, the fight against global pov-
erty must be won here in this region. It is
my firm intention that ADB should be at
the very center of the global endeavor to
realize a world where all can live with dig-
nity and hope. ■
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DETERMINATION President
Chino visited a roofless
Kabul school, where
classes are in session
despite the devastation

”The enduring spirit and
  commitment of the teachers
  and schoolchildren will never
  be erased from my memory”
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P eople’s Republic of China
(PRC) President Jiang Zemin
gave strong support to regional
cooperation during his open-
ing speech at the Asian Devel-

opment Bank’s (ADB) 35th Annual Meeting
of the Board of Governors.

President Jiang made several proposals
for strengthening regional cooperation in the
region. These included
• making a concerted effort to cultivate a

political environment of mutual under-
standing and good neighborliness, bear-
ing in mind the overall interests of
development in Asia;

• carrying out the principles of consulta-
tion on an equal footing, reciprocity, and
mutual benefit to give full expression to
the equal rights and common interests
of all parties;

• making use of existing cooperative
mechanisms and exploring new ways of
cooperation, focusing on subregional
cooperation; and

• pursuing “open regionalism” to provide
other regions with fresh development op-
portunities while tapping the potential
within the Asian and Pacific region.
President Jiang said, “PRC appreciates

the tremendous job the Asian Development
Bank has done in facilitating regional efforts
to remove poverty and the significant results
it has achieved in promoting subregional
economic cooperation in Asia.”

He added it was “gratifying” that re-
gional cooperation in Asia has been growing
ever stronger in recent years. With the es-
tablishment of such cooperation mecha-
nisms as the Asia-Pacific Economic
Cooperation, East Asian Cooperation,
Shanghai Cooperation Organization and oth-
ers, “an open, healthy and mutually benefi-
cial cooperation pattern has taken shape,”
he said. ■

CLOSER REGIONAL
COOPERATION

PRESIDENT JIANG ZEMINPRESIDENT JIANG ZEMIN
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BUILDING THE
FUTURE TOGETHER
Ithank His Excellency, President Jiang

Zemin, for honoring us with his inspi-
rational remarks at the Opening of the
35th Annual Meeting of the Asian De-
velopment Bank (ADB). His presence

here today is testimony to the highest regard
that the People’s Republic of China (PRC)
has for ADB.

As Chairman of the Board of Governors,
I am delighted to welcome delegates from
ADB's member countries, observers from
multilateral organizations, distinguished
guests, and all other participants. I would
particularly like to congratulate Portugal,
which has recently become ADB’s 60th

member.
It is a pleasure to see so many of you here

in Shanghai. Indeed, Shanghai is the right
city to host the ADB Annual Meeting. It
has long been an economic, financial, and
cultural center, and a frontier of the PRC’s
opening to the outside world. It has also been
the beneficiary of a number of major ADB-
financed projects. In this city, you can feel
the progress the PRC is making, and you
can sense the good relations between the
PRC and ADB.

Relationship between the PRC and ADB
The relationship between ADB and the
PRC is strong and growing. Since joining
ADB in 1986, the PRC has borrowed
$11.3 billion from ADB to help finance
90 investment projects and has received
$196 million in technical assistance grants
to support 381 projects. ADB has been
involved in many sectors of the economy—
transportation, energy, industry, agriculture,
water resources, environmental protection,
finance, social security, enterprise reform,
legal and regulatory reform, and others. More
than 60% of the loans have supported
infrastructure development, and more than
60% of the projects are located in the cen-
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• a new strategy for helping developing
member countries (DMCs) seize oppor-
tunities created by information and
communication technology;

• a Pacific strategy for the
new millennium, empha-
sizing regional cooperation
among Pacific island coun-
tries;
• a strategy for water re-
sources; and
• a strategy for social pro-
tection.

ADB also continued in 2001 to imple-
ment its private sector development strat-
egy approved in early 2000. ADB now plays
an important role in catalyzing private
investment through its own financial
participation in projects and the provision
of risk mitigation facilities.

tral and western regions. These figures indi-
cate that ADB's support has focused on our
national development priorities. ADB's as-
sistance has played an important role in pro-
viding financing, introducing advanced
technology and managerial experience, help-
ing  remove transport and energy bottle-
necks, promoting economic growth, reduc-
ing poverty, and protecting the environ-
ment. As an ADB governor, I am pleased
to see that the successful cooperation be-
tween the two sides has both supported
our development and enriched ADB’s own
development theory and operational prac-
tice. Our ties were further strengthened with
the opening of the resident mission in
Beijing in 2000.

To commemorate our 15 years of part-
nership, the PRC and ADB have jointly
published a book entitled Building The Future
Together. This title perfectly encapsulates our
burgeoning relationship, and the book de-
picts successful ADB-financed projects,
many of which have been in the infrastruc-
ture sectors. One of the pictures shows a
female ethnic minority in the southwestern
PRC. She is talking with her client on her
cellphone while tending watermelons on her
land. It is ADB-financed telecommunica-
tions projects that make it possible for
people in remote areas to communicate with
their markets conveniently. There are many
more pictures like this. All of them vividly
show how ADB’s projects have improved
ordinary people’s lives. And here exactly lies
the reason why the Chinese people welcome
ADB and why the Government supports
ADB.

Looking to the future, we expect ADB
assistance to be continuously channeled
toward the development of the central and
western regions where most of the PRC’s
poor live; toward the
PRC’s economic sys-
tem and technologi-
cal innovations; and
toward the PRC’s
balanced, stable, and
sustainable economic
development. In the
context of globaliza-
tion, the PRC will also be an active partici-
pant in ADB’s regional economic cooperation
initiatives, which are designed to enhance
economic and trade links with neighboring
countries.

Ladies and Gentlemen, the PRC is
developing quickly. Great changes are tak-

ing place, too, in the exter-
nal environment. Globaliza-
tion presents massive op-
portunities, as well as great
challenges. As a new mem-
ber of the World Trade Orga-
nization, the PRC will be
unswerving in its promotion
of sustainable economic de-
velopment based on further
economic integration with
the rest of the world. We look
forward to ADB's continued,
steadfast support in this
process.

The Annual Report
Governors, Ladies and
Gentlemen, let me turn now
to the Annual Report of the
Board of Directors for 2001.
It provides a comprehensive
statement of the work ADB
undertook during a year of
many natural and man-made
calamities. In 2001 eco-
nomic growth slowed in
nearly all countries and
some countries fell into re-
cession, setbacks made
worse by the dreadful 11 Sep-
tember terrorist attacks in
the United States. But the
Annual Report mentions, too,
that 2001 was a year of “cooperation, con-
sultation, and commitment.” Indeed, its
theme chapter is on regional cooperation, a
Charter commitment of ADB, so there were
some very encouraging trends.

As the Annual Report notes, leadership in
regional cooperation is a special feature of
ADB’s medium-term strategy for 2001–2005

endorsed by its Board of Directors last year.
This was one of a number of significant
strategies adopted during an extremely
productive and fertile 12 months. Among
them were
• the long-term strategic framework,

charting ADB’s course to 2015;

MONEYMAKER A village seaweed processsing
facility, supported through an ADB project,
provides jobs for many women
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“Successful cooperation between the
  two sides has supported our devel-
 opment and enriched ADB’s develop-

  ment theory and operational practice”
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The 2001 Annual Report also features
initiatives taken by ADB to begin the
reconstruction of Afghanistan, a founding
member of ADB. Much has to be done by
the international community to rebuild
Afghanistan, but clearly ADB has contrib-
uted significantly to a very good beginning.
I congratulate the management of ADB on
responding with alacrity to the challenges
facing Afghanistan and its neighboring
countries.

ADB's Role in Development
Nowadays there is much public debate
about international financing institutions,
including the regional development banks.
Their role was discussed at the United
Nations (UN) Millennium Summit held in
2000 and again at the UN International
Conference on Financing for Development
that took place in Monterrey, Mexico, in
March this year.
The Monterrey
Consensus ac-
knowledges the
vital role played
by regional devel-
opment banks,
and notes that they are a “vital source of
knowledge and expertise on economic
growth and development for their develop-
ing member countries.”

I believe that ADB, as the premier
development financing institution for the
Asian and Pacific region, has indeed a “vital
role” to play in supporting the economic and
social progress of its DMCs. It has proven
its worth as a partner in the financing of
projects and programs, a provider of techni-
cal assistance, a wise counselor, and a cata-
lyst for development funding from other
sources. As I recall, President Chino has often
likened ADB to a family doctor to its mem-
bers. Indeed, ADB has the qualities that only
a family doctor enjoys. Its empathy for the
needs of the people of Asia and the Pacific,
its flexibility, its pragmatism, its financial
prudence, and its adherence to the sound
principles of its Charter—these have en-
abled it to carve out a special role in the
socioeconomic progress of our region.

Looking ahead, ADB must build on
these strengths in pursuit of its mandate.
Some of the most dominant themes of our
times—the fight against poverty, the need
for sustainable economic growth, the pro-
tection of the environment and fragile eco-
systems, and the challenges and risks of

globalization—must continue to be the
main focus of its work.

Poverty reduction is of course at the heart
of ADB’s endeavors. It is pleasing to note
that some of ADB's DMCs have already
made very good progress toward achieving
the goals set out by the international com-
munity of nations, and that in its statement
to the Monterrey Conference ADB
reaffirmed its commitment to work closely
with its members for the attainment of these
goals. Essential to their realization is the
achievement of steady sustainable growth
in our economies. It is indeed a prerequisite
for enduring poverty reduction. This will,
I am sure, be a significant focus of the
upcoming World Summit on Sustainable
Development in Johannesburg.

Globalization, as I already noted, is an-
other great challenge not only for my country
but also for all the DMCs of the region. It is

pleasing to see ADB at work in so many
areas—strengthening financial sectors; de-
veloping capital markets; improving bank-
ing supervision; and providing better social
protection programs, education, and train-
ing—all aimed at helping DMCs win the
advantages of globalization while contain-
ing the downside.

Regional cooperation, too, plays an
important role in strengthening the capa-
bilities of our DMCs to respond to global-
ization. ADB has long been active in
fostering regional and subregional initiatives
in Asia and the Pacific. Now virtually every
subregion in Asia and the Pacific has a coop-
eration program that ADB has initiated or
supports, and the PRC is an active partici-
pant in the Greater Mekong Subregion and
Central Asia initiatives. ADB also actively
participates in ASEAN-based initiatives.
The Monterrey Consensus calls upon the
multilateral development banks to facili-
tate regional cooperation, and ADB, as a pio-
neer in this regard, can be proud of its
contribution.

Protecting the environment is the fourth
challenge I mentioned. Without protection
of nature, containment of pollution, and
conservation of resources, there can be no
development that is truly sustainable. This

said, it is by no means easy to overcome the
financing, technical, and institutional prob-
lems that beset the quest of ADB's DMCs
for development initiatives that are in
harmony with the natural world around us.
The video shown just before the opening of
this Annual Meeting highlights the excel-
lent partnership between ADB and the PRC
in environmental protection, clearly illus-
trating the benefits—indeed the absolute
necessity—of an effective, caring, and
supportive regional development bank. No
comparable international mechanism exists
to undertake this important work.

Reorganization of ADB
In this context, let me note that all institu-
tions have to evolve in order to remain effec-
tive and relevant to the changing needs of
their clients. ADB has continually adapted
its priorities, its modalities, and its struc-

ture. I am very pleased
that President Chino—
through the recent reorga-
nization of ADB—is
ensuring that ADB is now
even better positioned to
deliver its mandate. It has

more tools to achieve its vision of an Asia
and Pacific region free of poverty.

Conclusion
To attain its lofty goals ADB needs the
support of all shareholders, developing and
developed, regional and nonregional. Only
with this support can ADB continue to help
the people of our vast region find jobs, be
healthier, and get a better education. With
our support, ADB can foster better social
protection, greater environment awareness,
and more regional cooperation. Most impor-
tant of all, it can help its members elimi-
nate the scourge of absolute poverty that
still besets Asia and the Pacific.

It is our joint responsibility as owners of
ADB to ensure that it has the resources to
undertake its great mission.

In closing, let me once again welcome
you to the 35th Annual Meeting and to
Shanghai. I wish you all a very successful
meeting. I also hope that those of you who
are visiting Shanghai for the first time will
have an opportunity to explore this great
city, and to appreciate its people and cul-
ture. We are so pleased that you are here
today. As the ancient Chinese sage Confu-
cius said, “What a pleasure to have friends
from far away.” ■

“It is our joint responsibility as owners of
ADB to ensure that it has the resources to
undertake its great mission”

GOVERNOR’S ADDRESS
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The three speakers at the open-
ing ceremony of ADB’s 35th An-
nual Meeting of the Board of
Governors all stressed the need
for greater regional cooperation.

ADB President Tadao Chino highlighted
regional cooperation as one of the three ma-
jor challenges facing the region today, along
with reducing poverty and addressing envi-
ronmental degradation (see speech, p 5).

He said, “Regional cooperation is essen-
tial for (ADB’s) developing member coun-
tries to integrate into the world economy
and to share in the benefits of growth.” He
added, the “Asian experience also shows that

regional cooperation can be a powerful means
to minimize the risks of globalization.”

Mr. Chino cited as a good example of risk
management through regional cooperation
ADB’s support for regional information ex-
change and economic surveillance within
ASEAN and ASEAN+3.

At the subregional level, Mr. Chino
noted, ADB is supporting several initiatives,
including the Greater Mekong Subregion
program, the South Asia Subregional Eco-
nomic Cooperation program, and the Cen-
tral Asian Regional Economic Cooperation
program. ADB is also promoting regional
cooperation in the Pacific.

People’s Republic of China (PRC) Presi-
dent Jiang Zemin also gave strong support
to regional cooperation.

President Jiang said, “PRC appreciates
the tremendous job the Asian Development
Bank has done in facilitating regional ef-
forts to remove poverty and the significant
results it has achieved in promoting subre-
gional economic cooperation in Asia.”

He said it was “gratifying” that regional
cooperation in Asia has been growing ever
stronger in recent years. With the establish-
ment of such cooperation mechanisms as
the Asia-Pacific Economic Cooperation,
East Asian Cooperation, Shanghai Coopera-
tion Organization, and others, “an open,
healthy, and mutually beneficial coopera-
tion pattern has taken shape,” he said.

PRC Minister of Finance Xiang
Huaicheng noted that the recent United
Nations International Conference on

Main speakers stress the need for greater regional cooperation in Asia and the Pacific
PIONEERING ROLE
By Ian Gill
Principal External Relations Officer
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Financing for Development in Monterrey,
Mexico, called on multilateral development
banks to facilitate regional cooperation and,
he said, “ADB, as a pioneer in this regard,
can be proud of its contribution.” He noted
that “virtually every subregion in Asia and
the Pacific has a cooperation program that
ADB has initiated or supports, and the PRC
is an active participant in the Greater Mekong
Subregion and Central Asia initiatives.”

The Annual Meeting attracted a record
2,800 participants—a big increase over the
previous record of 2,300 at Chiang Mai,
Thailand, in 2000. Much of the rise was due
to a large number of private sector partici-
pants, including many bankers seeking to
assist the PRC with its significant financ-
ing requirements.
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OVERVIEW

During the business sessions, ADB Gov-
ernors noted that the world economy was in
a modest recovery from the synchronized
slowdown of 2001, and that the regional
economy is showing resilience. In fact,
many developing member countries
(DMCs) are achieving economic recovery
faster than expected. However, Governors
cautioned that this did not mean that all
development issues have been resolved.
DMCs still need to accelerate policy and
structural reforms; invest in human re-
sources, including information technology-
related capacity building; empower women;
and vigorously pursue good governance
efforts.

Governors expressed satisfaction that
ADB is effectively implementing its pov-
erty reduction strategy. In this context,
the additional resources provided by some
donors were highly appreciated. They also
emphasized the role of trade in stimulat-

ing growth and reducing poverty, and high-
lighted the need to increase private sector
participation in this process.

ADB Governors also welcomed the reor-
ganized structure of ADB’s operational
departments for the effective implementa-
tion of its Long-Term Strategic Framework,
Medium-Term Strategy, and strategy for
Pacific operations. They hoped the integra-
tion of ADB’s programming and project pro-
cessing functions would enable more
effective implementation of country pro-
grams and ensure more accountability for
results and greater gender equity in the
workplace.

Governors were also receptive to new
ADB policies on private sector operations,
social protection, water, and information and
communication technology, and more com-
petitive loan products. They welcomed
ADB’s contribution to the reconstruction of
Afghanistan and noted with satisfaction
ADB’s lead role in the international effort
to support the country and its neighbors in
Central Asia. ADB’s efforts to counter envi-
ronmental degradation were also appreci-
ated by Governors.

Governors noted that ADB was review-
ing its Inspection Function, saying this
should strengthen its credibility and effec-
tiveness. They also welcomed the establish-
ment of the NGO Center and said ADB will
ensure the Center significantly enhances its
dialogue with civil society.

The Annual Meeting was preceded by
several seminars on topical subjects (see
stories, p 26) . The 36th Annual Meeting in
2003 will be held in Istanbul, Turkey. ■

SUCCESSFUL MEETING Governors (above)
express satisfaction that ADB is effectively
implementing its poverty reduction
strategy; NGOs share their opinions
(above right); PRC Minister of Finance
Xiang Huaicheng opens the meeting
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By Bart W. Édes
External Relations Officer and NGO Liaison

Participants in the annual “NGO
Open Forum” hailed progress in
the Asian Development Bank
(ADB)’s collaboration with non-

government organizations (NGOs), and
called upon ADB to strengthen its
consultation procedures, increase involvement
of NGOs in projects, and revamp operational
mechanisms for cooperating with civil society.

The half-day forum launched the semi-
nar series at the 35th Annual Meeting. It also
offered an opportunity to review the rela-
tionship between ADB and NGOs, and to
deliberate ideas on how to step up civil
society participation in ADB operations.
About 40 NGO representatives from over a
dozen countries took part in the meeting.
They included staff of social welfare and
nonprofit development agencies, environ-
mental groups, foundations, NGO associa-
tions, trade union alliances, and others.

After an introductory briefing by Robert
Dobias, Head, NGO Center, participants
divided into three discussion groups to for-
mulate and debate recommendations on

consultation and dialogue, information
delivery, ADB support to NGOs, and new
operational mechanisms. After the discus-
sion groups had organized their ideas, par-
ticipants reconvened in plenary session to
hear a representative of each group report on
the recommendations developed.

The presenters included Peter Riggs,
Director, East Asia Programs, Rockefeller
Brothers Fund; Michael Simon, Advocacy
Coordinator, Oxfam Community Aid
Abroad; and Peter Ikin, Manager, Consulting
Services, World Vision Australia.

Recommendations
Participants recommended that NGO
skills, experience, and concerns be included
in all processes and cycles, including design
and program development. They also said
that modes of partnership with NGOs should
take into account factors such as the type of
project and kind of NGO. It was also recog-
nized that some NGOs prefer an advocacy
role to an operational one, thereby guarding
their independence as “watchdogs” push-
ing for accountability by ADB.

Forum participants recommended that
information about consultations be provided

in a timely manner, and that an explanation
be offered on how input will be used. They
also highlighted the importance of report-
ing back after consultations to explain
changes that were made in policies, projects,
and programs as a result of feedback
received. Also cited was the need to solicit a
broad spectrum of views.

NGO representatives welcomed the cre-
ation of the NGO Center and recognized its
role as a facilitator of ADB partnership with
civil society. At the same time, they
expressed concern about its small staff and
recommended the Center bolster links with
project officers and communities. Partici-
pants also recommended that the Center’s
stature be strengthened by establishing a
direct reporting link to the President.

The idea of forming a consultation board
of NGOs received cautious support, with
participants suggesting a potentially active
programming role for such a body in project
selection and design. Participants also
backed the idea of an ADB registration ros-
ter of NGOs, but wondered if varying regis-
tration procedures across countries would
pose difficulties for NGO recognition.

Addressing the question of whether ADB

OPEN
FORUM

OPEN
FORUM
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Civil society delegates suggest way
forward for ADB-NGO collaboration
Civil society delegates suggest way
forward for ADB-NGO collaboration
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should create a small grants fund for NGOs,
participants raised several questions,
including staffing implications, the range
of projects that would be eligible for support,
and composition of the grants-awarding
panel. Finally, it was recognized that ADB
is expected to comment on an NGO code of
conduct used by the European Commission.
The code had previously been provided to
ADB by a network of European NGOs as a
possible guide for ADB’s interaction with
civil society groups.

After the Open Forum, the groups’
recommendations were merged into a com-
mon document and distributed.

Framework Consultations Under Way
ADB is taking into account the Forum
recommendations as it undertakes an
extensive series of consultations with stake-
holders over the coming months on a new
framework for cooperation with NGOs.
During 2002, consultations will be held in
about 15 countries with NGOs, govern-
ments, academics, and the private sector on
how to develop such a framework.

Recommendations from the NGO Open
Forum have been posted on the ADB web
site at http://www.adb.org/ngos. ■

NGO NOTEBOOK

In discussions held with 50 nongov-
ernment  organization (NGO) repre-
sentatives on 9 May 2002, ADB Presi-
dent Tadao Chino reaffirmed ADB’s

commitment to working closely with civil
society to fight poverty in Asia and the
Pacific. The hour-long meeting took place
in Shanghai on the eve of the formal open-
ing of the 35th Annual Meeting of the ADB
Board of Governors.

In his welcome remarks, Mr. Chino
stated, “Nongovernment organizations are
significant players in the development pro-
cess, and I believe that by working with you,
ADB can improve the impact, sustainability,
and quality of the services it provides to its
developing member countries.”

A few speakers noted the potential
negative impact on the environment and
local communities of certain ADB projects
and shared documentation delineating
their concerns. Others applauded ADB’s
recent efforts to engage NGOs and pro-
posed that ADB

• adopt a code of conduct for NGOs,
• incorporate international labor standards

into its Operations Manual, and
• promote basic education for all in its de-

veloping member countries.
President Chino thanked participants

for their contributions and assured them
that project-related concerns would re-

ceive careful attention by ADB. He also seized
upon the recommendation to promote basic
education, indicating that this should be a
priority. In this context, he cited his recent
visit to a classroom in war-ravaged Afghani-
stan, where ADB plans to rehabilitate selected
primary schools and provide educational
materials for children. ■

President Hails NGOs’ Contribution to Development
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LISTENING TO NGOS President Chino
reaffirmed ADB’s commitment to working
closely with civil society to fight poverty

LISTENING TO NGOS President Chino
reaffirmed ADB’s commitment to working
closely with civil society to fight poverty

IDEAS Discussion groups formulated and debated recommendations on consultation and
dialogue, information delivery, ADB support to NGOs, and new operational mechanisms
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By Bart W. Édes
External Relations Officer and NGO Liaison

Women working in the
informal sector of
India’s economy are
susceptible to critical
financial risks. Particu-

larly vulnerable are the poorest of the poor.
Should they become ill, lose their job, or be
unable to continue working, they and their
families may fall into debt and find
themselves in the depths of poverty.

At risk are millions of poor who depend
on the income generated by one or more
women in their household. These women
do not have regular salaried employment
with welfare benefits like workers in the

Insuring India’s
Women Workers

organized sector of the labor market.
Informal sector workers include those en-
gaged in home-based activities, vendors,
manual laborers, and producers of various
kinds. Yet the risks endured by these women
have been made more manageable by the
Self-Employed Women’s Association
(SEWA).

Protecting Members
Established in 1972, SEWA is a labor union
with a membership of 420,000 women
workers in Bihar, Delhi, Gujarat, Kerala,
Madhya Pradesh, and Uttar Pradesh. It acts
to defend the interests of poor women work-
ing in the informal sector. To protect its
membership against risks such as unemploy-
ment, poverty, natural disasters, and sick-

ness, SEWA offers its members a variety of
insurance packages.

Mirai Chatterjee, coordinator of SEWA’s
social security initiatives, spoke about the
labor union’s insurance schemes at a semi-
nar on “Public-Private Cooperation on
Pension Reform” held in Shanghai on 9 May.
“Insurance is an essential economic support
to women during crises,” she noted.

Under a basic scheme, members can secure
insurance against hospitalization for up to
rupees (Rs) 2,000 ($41), house and asset in-
surance for up to Rs5,000, and accidental
death insurance for Rs40,000. The cost of
this package, which also offers benefits
against natural death and the accidental
death of one’s husband, is a fixed deposit of
Rs1,000 and an annual premium of Rs85.
More expensive schemes offer more protec-
tion against natural death, hospitalization,
and loss of house and assets. Over 10 years,
2,000 women have received some Rs15 mil-
lion in claims.

Ms. Chatterjee explained that SEWA’s
insurance program functions as a coopera-
tive. Workers manage services and promote
coverage. They also decide on claims,
disbursement practices, premiums, prod-
ucts, and policies. She said that SEWA has
proven that insurance programs organized
by the poor for themselves can be viable. At
the same time, servicing costs are high and
the insurance programs create demand for
government health services.

Lessons of Experience
Ms. Chatterjee also noted that experience
has shown that linking insurance with
health programs focused on prevention and
promotion enhances viability of health
insurance. Further, linking insurance to other
financial services (savings and credit) pro-
motes long-term insurance coverage.

Among the benefits generated by SEWA’s
insurance programs are the employment
opportunities created for those who sell the
insurance policies. More generally, Chatterjee
observed, “insurance by and for poor women
encourages their organizing and contributes
to their economic empowerment.” Over
90,000 persons are currently insured by the
labor union.

With SEWA insurance, “headloaders,”
blockprinters, vegetable vendors, and other
female workers are able to carry out their
daily tasks with greater confidence that they
and their loved ones have some measure of
protection against adversities. ■

A nongovernment organization proves that insurance
programs organized by the poor for themselves can be viable

NGO NOTEBOOK
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By Bart W. Édes
External Relations Officer and NGO Liaison

In Asia and beyond, information and
communication technologies (ICTs)
are permeating society, from busi-
nesses to classrooms. ICTs are improv-
ing the lives of the poorest communi-

ties, and the productivity gains made
possible by effective use of these tools are
only now beginning to be seen. Yet sustain-
ing these initiatives will require a concerted
effort by governments, private sector, and
nongovernment organizations (NGOs),
argues Anthony Wilhelm, Program Director,
Benton Foundation.

Mr. Wilhelm spoke in Shanghai at the
Asian Development Bank (ADB)-sponsored
seminar, “Unlocking the ICT Potential in
Asia and the Pacific,” on 10 May. He told
the audience that “our mission is to help
shape the use of information and communi-
cation technologies so they serve public
purposes and not just private interests. We
serve as a hub for government, corporate, and
nonprofit decision makers to work collec-

caregivers, sharing best practices, dissemi-
nating the policy agenda, and shaping
corporate and philanthropic investments.
Looking forward, the network aims to
deepen research on the digital divide,
provide technical and educational assistance
for decision makers, build demand for broad-
band, and convene public-private leadership
through annual conferences.

Reflecting on the need to involve dif-
ferent partners, Wilhelm observed that
the role of NGOs is often overlooked.
NGOs, he said, can bring innovative
solutions to the problem of uneven access
to ICTs like the Internet. The network
web site provides resources for people who
want to take action in their communi-
ties. The information and links provided
on the site can help budget conscious
NGOs avoid duplicating the efforts of
others and gain from the experience of
others before launching new initiatives.
A recent headline story on the site
featured the work of Pradeep Lokhande,
who is working toward taking computers
to 28,000 villages in India. ■

Broad Partnership Can
Overcome Digital Divide
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tively on common problems.” The nonprofit
group’s sponsors include leading foundations
and firms in the communications field, such
as the Bill and Melinda Gates Foundation,
the Ford Foundation, Intel, AT&T, and AOL
Time Warner.

The Benton Foundation coordinates the
Digital Divide Network, which examines
the causes and effects of the digital divide,
and operates as a forum for the exchange of
experience and information on how to bridge
the gap between those who can effectively
use new information and communication
tools and those who cannot.

“By creating a ‘learning community’ of
practitioners and policymakers,” Wilhelm
explained, “(the network) stimulates
initiatives and documents best practices to
accelerate opportunity in underserved
communities.” Although the network
initially concentrated on North America, it
has recently developed programs in Europe
and South Asia.

Among its accomplishments has been
the creation of a database on training
centers, motivating young people and their

NGO NOTEBOOK

Expert advocates creating a “learning community” of practitioners and policymakers
to accelerate ICT opportunities in underserved communities around the world
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We are approaching the
close of this Thirty-
Fifth Annual Meeting
of the Board of Gover-
nors. As in previous

years, a program of country presentations and
seminars accompanied the meeting. Dur-

ing the business sessions, Governors dis-
cussed the outlook for the world economy
and its implications for the developing
member countries (DMCs) of ADB. They
reviewed ADB operations, and offered valu-
able comments and insights on the princi-
pal development strategy and management
of the institution. This is to help reduce
poverty through pro-poor, sustainable eco-
nomic growth, social development, and good

governance. Governors also emphasized the
importance of ensuring the effectiveness of
ADB's operations. I am also grateful to Gov-
ernors for their continued support for my
stewardship of ADB.

The Asia and Pacific Region
Governors noted that the world economy was
in a modest recovery from the synchronized
slowdown of 2001, and the regional economy
is showing resilience. In fact, many DMCs
are achieving faster economic recovery than
we had anticipated earlier. This, however,
does not mean that all development issues
have been resolved. DMCs will need to ac-
celerate policy and structural reforms; in-
vest in human resources, including
IT-related capacity building; empower
women; and vigorously pursue good gover-
nance efforts.

ADB-Related Issues
Governors expressed satisfaction that ADB
was implementing its Poverty Reduction
Strategy in an effective manner. In this con-
text, the additional resources provided by
some donors were highly appreciated. Some
Governors also emphasized the important
role that trade can play for stimulating
growth and reducing poverty. They high-
lighted the need to increase private sector
participation in this process.

Governors noted the importance of ADB's
Long-Term Strategic Framework (LTSF),
Medium-Term Strategy, and the new strat-
egy for Pacific operations. For their effective
implementation, many Governors welcomed
the reorganized structure of ADB's opera-
tional departments. They hoped that this
would strengthen country focus and that the
integration of programming and project pro-
cessing functions would enable ADB to
implement country programs more effec-
tively. It should ensure greater accountabil-
ity for results, enhanced effectiveness of
resident missions, and greater gender equity
in the workplace. They also welcomed the
new policies on private sector operations,
social protection, water, and information and
communication technology. The efforts be-
ing made to offer more competitive loan
products to borrowers were also appreciated.

Governors welcomed the opportunity for
ADB to contribute to the reconstruction of
Afghanistan. They noted with satisfaction
the lead role that ADB is playing in the in-
ternational efforts to support the country and
its neighbors.

By Tadao Chino
President, Asian Development Bank

From ensuring the sustainability
of development to reviewing the
inspection function, President
Chino sums up the Annual Meeting
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Governors emphasized the importance
of ensuring the sustainability of Asian
development. The drive for growth must not
destroy the natural environment. As well,
the links between poverty and environmen-
tal degradation are in-
creasingly recognized.
Environmental protec-
tion is rightly one of
ADB's main crosscutting
themes. They expressed
the hope that ADB
would take an active
part in the forthcoming World Summit on
Sustainable Development in Johannesburg.

Given its Charter mandate on regional
cooperation, as further articulated in the
LTSF, Governors welcomed ADB's intensi-
fied work in this field. ADB's support for re-
gional programs, including those in the
Greater Mekong Subregion, South Asia, and
Central Asia, is gathering momentum. Some
Governors encouraged ADB to enhance its
support to other subregional programs, in-
cluding the Brunei Darussalam-Indonesia-
Malaysia-Philippines East ASEAN
(Association of Southeast Asian Nations)
Growth Area (BIMP-EAGA) and the Indo-
nesia-Malaysia-Thailand Growth Triangle
(IMT-GT). It was emphasized that provi-
sion of regional public goods should con-
tinue to be a particular focus of ADB's
initiatives for regional cooperation.

Governors highlighted the importance of
measuring the impact and effectiveness of
ADB operations on the ground. In particu-
lar, ADB should ensure that the benefits of
poverty interventions actually flow to the
poor. I intend to make this a special priority.
Governors also stressed the need to assist
DMCs in building local capacity for impact
monitoring and evaluation.

Governors noted that ADB's Inspection
Function was receiving increasing attention.
In light of the lessons learned, we are re-
viewing the Inspection Function and will
shortly commence external consultations to
this end. This review should strengthen the
credibility and effectiveness of ADB's in-
spection process.

Many Governors welcomed the estab-
lishment of ADB's NGO Center. We will
ensure that the Center will significantly
enhance the quality of our dialogue with
civil society representatives.

The Monterrey Consensus adopted by
the recent UN Conference on Financing
for Development stressed the value of part-

nerships—partnerships between devel-
oped and developing countries, and
between multilateral development insti-
tutions and developing countries. ADB
seeks to work more closely with other

bilateral and
mult i latera l
development
agencies. The
memoranda of
understanding
with the World
Bank, United

Nations Development Programme
(UNDP), World Trade Organization
(WTO), International Labour Organiza-
tion (ILO), and others reflect this deter-
mination. I wish to assure Governors that
we will intensify cooperation with develop-
ment partners to the benefit of recipient
countries.

Conclusion
Two thirds of the world's poor live in the
Asia and Pacific region. The fight against
global poverty must be won in ADB's DMCs.
As the regional development institution,
ADB has a special responsibility. It must
use its expertise, knowledge, and resources
to help DMCs in their efforts to reduce pov-

CLOSING REMARKS
erty and fulfill the Millennium Develop-
ment Goals. I am grateful to Governors for
their strong endorsement of ADB's
overarching objective and our strategies to
achieve it. In this connection, some Gov-
ernors urged ADB to expedite the ongo-
ing review of its future resource
requirements that was authorized by Gov-
ernors in Chiang Mai.

In seeking to implement the vision of an
Asia and Pacific region free of poverty, we
draw inspiration from the remarkable
progress we have seen here in the city of
Shanghai. I wish to convey our gratitude to
the Government of the People's Republic of
China, the City of Shanghai, and the Shang-
hai Preparation Committee for the excel-
lent arrangements for this meeting.

I would also like to thank the Chairman
and the two Vice Chairs for their excellent
stewardship of our discussions over the last
three days. I congratulate the Governor of
Turkey, who will serve as Chairman of the
Board of Governors for the coming year. We
look forward to the opportunity to work
closely with you.

Finally, I wish all of you a safe journey
back home. I look forward to seeing you again
in Istanbul next year.

Thank you and Zai Jian. ■

“Many DMCs are achieving faster
economic recovery than we had
anticipated earlier. This, however,
does not mean that all develop-
ment issues have been resolved”

TTTTThe 36th Annual Meeting of the Board of
Governors of the Asian Development Bank
will be held in Istanbul, Turkey from 24 May

to 26 May 2003. Details will be provided at
http://www.adb.org/AnnualMeeting/2002/2003.html
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President Chino: Good afternoon, Ladies
and Gentlemen.

Thank you very much for coming to this
press conference. I trust you all have copies
of my Closing Remarks (see speech, p 18).

I am delighted to report to you that our
Annual Meeting has been a great success.
Among others, Governors endorsed the
implementation of ADB’s Poverty
Reduction Strategy, the reorganization of
the bank, and our enhanced country focus,
as well as our continuing efforts to promote
regional cooperation.

Governors also commented on the major
issues confronting the region. These include
the need for Asian economies to continue
with structural reforms, capacity building,
and improving governance if they are to
attain sustainable growth; the necessity of
strengthening regional financial coopera-
tion; and the huge challenge of environmen-
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tal degradation. The important role of the
private sector in development was also
underscored.

Many Governors cited the Millennium
Development Goals and stressed the need
for partnerships in order to attain them. For
our part, ADB is committed to strengthen-
ing its relationship with all its development
partners. We know that only a broad coali-
tion of bilateral and multilateral institu-
tions, members of the financial community,
civil society, NGOs—and media as well—
can enable us to realize ADB’s vision of an
Asia and Pacific region free of poverty.

I should like to express my appreciation
to the Government of the People’s Repub-
lic of China, and to the City of Shanghai, for
their excellent arrangements for this Annual
Meeting. I extend my sincere thanks to the
organizers who have looked after us so well.

Our next Annual Meeting will be in

Istanbul, Turkey. I hope to see many of you
there. I now invite your questions.

Emerging Markets: The US Governor,
Mr. Kenneth Dam, suggested yesterday that
the ADB and other multilateral devel-
opment banks should substitute grants for
loans in certain cases to certain countries.
I’d like to know how much support this has
from other major shareholders of this bank
and if the ADB were to provide grants, would
it do so from a separate window, a new grant
window? Secondly, how much support have
you sensed at this meeting for a general
capital increase for this bank, and when
might that possibly come into effect?

President Chino: On the first question on
grants versus loans, this issue is now being
reviewed in the context of IDA XIII nego-
tiations. We are following this very carefully
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and we are also in close consultation with
the World Bank. Our staff are looking at this
issue from a strategic perspective in the
context of our Asian Development Fund.
Therefore, it is premature to comment on
this matter. We are planning a midterm
review of ADF VIII at which time many
issues will be discussed, sometime next year.

As to the second question on a general
capital increase, permit me to quote from
my closing remarks: “Two thirds of the
world’s poor live in the Asia
and Pacific region. The fight
against global poverty must be
won in ADB’s DMCs. As the
regional development institu-
tion, ADB has a special re-
sponsibility. It must use its
expertise, knowledge, and resources to help
DMCs in their efforts to reduce poverty and
fulfill the Millennium Development Goals.
I am grateful to Governors for their strong
endorsement of ADB’s overarching objec-
tive and our strategies to achieve it. In
this connection, some Governors urged
ADB to expedite the ongoing review of its
future resource requirements that was also
authorized by Governors in Chiang Mai.”
This is what I reported to the Governors
at the close of the meeting. Let me ex-
plain a little more: in May 2000, the
ADB’s Board of Governors gave a mandate
to ADB to study its resource require-
ments. The study is under way now. The
study has three distinct but interrelated
aspects. The first aspect is it should fa-
cilitate a broad shareholder consensus on
a shared vision, and define the role for
ADB over the long term. This is the first
phase of our study. The second stage is
the operational priorities and plans over
the medium term should be reviewed and
endorsed. The third stage is that the
financial framework should be estab-
lished to determine ADB’s resource re-
quirements. The first two aspects of this
mandated study were done in 2001. Work
on the financial framework—the third
stage—is ongoing.

Business World: What I’d like to ask you
about has to do with the preferential
treatment requested by member countries
for lower interest rates. Has ADB consid-
ered lowering interest rates, and, if so, to
what level would this be? Also, how will ADB
deal, or what changes will it consider, with
regard to stricter conditions?

President Chino: Thank you very much.
Let me first explain very briefly about the
two windows of our lending operations. The
first window is ordinary operations. We use
resources procured in the capital markets.
Our second window is special operations,
consisting of special resources contributed
by donors. The biggest fund under this cri-
terion is the ADF, the Asian Development
Fund. ADF terms can be as long as 32 years,
which includes 8 years of grace period. Dur-

ing the grace period you don’t have to repay
the principal and the interest rate is 1%  an-
nually. After the grace period, it is 1.5%. This
is therefore a very concessional fund. I sup-
pose, however, that your question does not
concern ADF concessional loans, rather,
some special lower interest rate utilizing
ordinary capital resources (OCR).

When we discussed our Poverty Reduc-
tion Strategy paper in 1999, some countries,
particularly China and India, were eligible

for ADF, but had no access to ADF. In order
to undertake poverty reduction interven-
tions, some members of the ADB Board pro-
posed that more concessional, special terms
should be considered for these countries that
had no access to ADF. We have since held
formal discussions with our Board of Direc-
tors, but we have not come to a conclusion
yet. Countries with limited access to ADF
have to borrow from OCR. These countries
wishing to have low interest rates for pov-

erty reduction interventions are
therefore using our ordinary capi-
tal resources. It has been very
difficult to come to a conclusion.
This matter is still ongoing, and
will be further pursued. I should
like to add that, as I mentioned

in my speech, LBL products, which ADB
introduced in July 2001, offer borrowers flex-
ibility in the choice of currencies and inter-
est rates; and given the current market
environment, LBL lending rates are substan-
tially lower than the traditional pool-based
loan products. ADB will continue to strive
to offer the best loan products.

Your second question covered condition-
ality. When ADB was created in 1966, our
bank was more or less a project financier. As

“Today, we are no longer simply a
project financier; we are a broad-
based development institution”
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you can see from our logo, which was cre-
ated in 1966, we traditionally emphasized
the importance of agriculture, industry,
and supporting infrastructure. But, as you
know, Asian economies have been chang-
ing. They have become more sophisti-
cated and have new, changing needs. We
have to address these changing needs, and
our development agenda has broadened
considerably, in recent years particularly.
Today, we are no longer simply a project
financier; we are a broad-based develop-
ment institution. As you know, poverty
reduction is now the overarching goal of
ADB, and poverty is multidimensional.
In order to enhance our effectivity in this
area, we pay increased attention to such
areas as good governance, social and envi-
ronmental impacts, and so on. This adds
to the complexities of formulating and imple-
menting projects. Our lending is becoming
increasingly complex, but we have to face this
fact in order to effectively address the real
needs of the people and address poverty re-
duction.

Business World: You’re not inclined to con-
sider any changes?

President Chino: To some extent such
complexity is unavoidable, and inevitable.
But, of course, we should, and we will, try
our best to make the work of the recipient
countries as easy as possible.

Asahi Shimbun: In your Closing Remarks,
you commented on ADB’s Inspection Func-
tion, and said there should be reform. I would
like to ask you first how to change the in-
spection system, and how to attain quick
procedure of inspection process? Second, are
you willing to accept the idea of introduc-
tion of an ombudsman system? Third, what
is your lesson from the Samut Prakarn Waste-
water Project?

President Chino: ADB’s inspection policy
was approved almost unanimously by the
Board of Directors in 1995. Last year, we
experienced for the first time actual
implementation of an inspection case.
Over almost one full year, this has been a
very painful process for all concerned, for
all the people related to this process. I
myself was deeply involved. Lots of my
energy and time were spent on this single
issue. I know many of our staff used much

of their energy on this—working very, very
hard, so there was not much energy left for
the processing of new loans. Some of them
became ill because of so much hard work.
This was indeed a very painful experience
for everybody. The inspection policy
should be reviewed. A fundamental, com-
plete review is necessary. Very soon, after
this Annual Meeting, I will go back to
Manila and start a very extensive consul-
tation process. We will consult not only
government officials in donor countries as
well as developing countries, but we will
also ask the views of civil society, NGOs,
and all stakeholders. In addition to that,
we have to learn from the various experi-
ences of other institutions, such as the
World Bank, IFC, InterAmerican Devel-
opment Bank, etc. Many institutions have
similar systems, but each one is slightly
different. We have to go through this pro-
cess very extensively and intensively, and
try to come to conclusions, and to bring
results to the Board of Directors for dis-
cussion, maybe sometime toward the end
of this year. The Ombudsman system may
be one of the good ideas that could be stud-
ied among other possible options.
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Taiwan Commercial Times: Taipei,China1

is trying to have the opportunity to hold the
Annual Meeting of ADB. Is that possible?
What is the main consideration to give mem-
bers an equal opportunity to host the activi-
ties of ADB?

President Chino: The venue of ADB’s An-
nual Meeting is decided through the estab-
lished procedures. First, there is the for- mal
invitation of a member country government.
This will then be discussed by the Board of
Directors, and finally by the Board of Gover-
nors. Such an issue is decided by the whole
membership of the bank. We have to go
through that process. It all depends on the
views of all our member countries.

Shanghai Oriental TV: A lot of construc-
tion projects in Shanghai are financed from
ADB. Are you satisfied with those projects?

President Chino: Shanghai is a place where
ADB has worked hard on several projects
together with the City of Shanghai and
people of Shanghai. We have good memo-
ries of working together in Shanghai. Let
me give you some examples. The Yangpu
and Nanpu bridges were financed by
ADB, and we are very happy that these
bridges contributed greatly to local de-
velopment, particularly in the Pudong
area. When the Nanpu bridge was con-
structed, Pudong did not have any tall build-
ings. It was all quite different from today.
Another example is our environmental
project—cleaning up Suzhou creek. This
was also very successful. Project implemen-
tation in this country is truly excellent; all
in all, China’s performance in project

completion and use of ADB funds has been
very efficient and effective. Usually work is
done on, or before, the scheduled time. I am
very satisfied with the implementation of
ADB projects in Shanghai.

CCTV: As is known to all, ADB has been
working with China for 15 years. ADB has
been giving a lot of economic support to
China. We would like to know what China
has provided to ADB.

President Chino: More than 15 years of
cooperation between China and ADB has
been very productive. We have provided
$11.3 billion of loans to this country, as well
as about $200 million in grants for 378 tech-
nical assistance projects. These have been
used very effectively and have contributed to
the social and economic development of
China. We are very proud of this. At the same
time, China has done a very good job, dem-
onstrating very effective and efficient use of

our funds.  China is excellent in its portfolio
performance and project implementation.
This experience provides very good informa-
tion that can be used by other developing
members of ADB. China’s joint work with
ADB is very useful experience for other de-
veloping Asian countries. There is mutual
benefit in this.

South China Morning Post: In your clos-
ing remarks, you referred to the leading role
of the bank in the reconstruction of Afghani-
stan. Could you tell us in your words what
that role will be? But has the meeting in
any way changed your concept of that role?
Are there any new ideas that come out of
this meeting?

President Chino: As you know, the inter-
national community had a very successful
ministerial-level meeting in Tokyo in Janu-
ary on Afghanistan’s reconstruction. On that
occasion, the basic document upon which
all participant countries considered their
assistance was the so-called Preliminary
Needs Assessment of Afghanistan’s recon-
struction. This document was produced by
ADB, UNDP, and the World Bank. These
three institutions worked together and pro-
vided a very good basis for the January meet-
ing. Moreover, in November last year we had
the first important international convention

in Islamabad, Pakistan. That meeting was
a very important brainstorming meeting for
government officials, the private sector,
NGOs, and others, all of whom are develop-
ment partners concerned about Afghanistan.
At that meeting, ADB was the vice-chair. It
was also decided that ADB would also be
vice-chair of the Implementation Group. At
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“Our lending is becoming increasingly
complex, but we have to face this fact in
order to effectively address the real needs
of the people and address poverty reduction”
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the Tokyo meeting in January, the interna-
tional community pledged $4.5 billion, but
the problem remained how to utilize this
most effectively. Thus, the Implementa-
tion Group has a very important responsi-
bility. We are also working together with
UNDP and the World Bank on the Com-
prehensive Needs Assessment for the re-
construction of Afghanistan. This will
enable each donor country to base its judg-
ment on how to utilize its resources for
the reconstruction of Afghanistan. These
are the roles that we are expected to play.
Let me also mention what ADB itself is
doing in Afghanistan. In April, I visited
Afghanistan and talked with Chairman
Karzai and ministers. We discussed how
ADB can most effectively give assistance
to Afghanistan. At the Tokyo meeting, we
pledged $500 million in concessional loans
and grants for the coming two and a half
years. For 2002, we are going to lend
$200 million to Afghanistan. First, we
will send experts in order to train minis-
try officials in facilitating the flow of
ADB’s assistance fund to Afghanistan.
They will show them how money is re-
ceived, how it is recorded, how it is prop-
erly channeled, and how it is monitored.
Secondly, we will consider about $15 mil-

lion for capacity building of government of-
ficials. After that we are considering pilot
projects—in grant form—for highways, roads,
agriculture, irrigation, schools, health, etc.
Thereafter, we are going to consider more
substantial loans for reconstruction and re-
habilitation projects.

CCTV: Poverty eradication requires the over-
all development of the region. In this re-
gard, Japan plays a very important role. With
the gradual economic slowdown in Japan,
Japan has been depreciating the Japanese
yen successively to help itself. As a result,
many of the currencies in the region have
also followed suit in the depreciation. Do
you think that this action by Japan is irre-
sponsible? Also, the Chinese renminbi has
not depreciated; on the contrary, it has also
appreciated. What’s your comment on this?

President Chino: The yen’s current ex-
change rate is about 127 yen per dollar. This
is not too much of a depreciation. Prior to
the Plaza Accord of 1985, the yen-dollar rate
was 240 yen per dollar. It has been fluctuat-
ing. In my view, the current rate of around
130 yen per dollar is a reflection of the ac-
tual fundamentals of the Japanese economy.
This level is not a matter of concern. Actu-
ally over the last month, it went down to
137 or so and now it is coming back again,
resuming strength to 127 or so. This level,
which is reflecting Japan’s economic fun-
damentals, will not cause any harm to

other Asian economies. China is still in-
creasing its foreign reserves, and its inter-
national balance is healthy and strong.
Why? Because China’s productivity has
been improving and has been strengthen-
ing international competitiveness. Con-
gratulations!

Bloomberg: Yesterday, US Assistant Trea-
sury Kenneth Dam mentioned that ADB has
some exposure to FITIC bonds which have
defaulted since. What is ADB’s investment
in these bonds? What steps have been taken
to recover?

President Chino: I will ask my staff to an-
swer this question after the meeting.2

Chinese Industrial and Commercial
Daily: I want to have your assessment and

views on recent economic developments in
China. In what areas do you see need for
further improvement?

President Chino: China’s macroeconomic
performance has been excellent. Last year,
in spite of the global economic slowdown,
and the events of 11 September, China grew
at 7.3%. This year, we are expecting this
growth will continue at about 7%. In 2003,
performance is expected to be even better.

As for problems and prospects after ac-
cession to WTO, there will be opportunities
as well as challenges for China. In the short

term, some sectors will be affected be-
cause of lack of international competi-
tiveness. Areas which are less
competitive will suffer in the short or
medium term. But in the long term,
I think accession to WTO will stimu-
late and strengthen the Chinese
economy. The industrial structure will

be reformed. There will also be reforms in
the financial and corporate sectors. There
will be strengthening of competitiveness
in such fields as automobiles, finance, in-
surance, agriculture, and some of the in-
dustrial sectors. If the structural reform
efforts will continue, we can be quite op-
timistic about future prospects.

Thank you. ■

1 Changed to conform to ADB style

2 Subsequently, the following written response was sent to
Bloomberg by Principal Director, Office of External Relations:

“ADB has no direct exposure to FITIC’s debt obliga-
tions, nor has ADB invested in any FITIC securities.

FITIC and its Hong Kong, China-based subsidiary are
shareholders of Xiamen International Bank (XIB), of which
ADB is a minority shareholder. As a concerned shareholder,
ADB continues to monitor its own investment in XIB. ADB
also intends to monitor closely the final result of the FITIC
liquidation committee proceedings since those proceed-
ings may have a bearing on the ultimate disposition of
FITIC’s shareholding in XIB.”
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“The PRC’s joint work with ADB is very
 useful experience for other developing Asian
 countries. There is mutual benefit in this”
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WTO, ADB  Agree to Promote Trade in Asia

T he Asian Development Bank
(ADB) and the World Trade Or-
ganization (WTO) agreed on
 9 May to cooperate in enhancing

Asia’s trade environment.
Myoung-Ho Shin, ADB Vice-President

(Operations 1) and Paul-Henri Ravier, WTO
Deputy Director-General, signed the Memo-
randum of Understanding (MOU) on behalf
of their respective organizations before the
start of the 35th Annual Meeting of ADB’s
Board of Governors.

The MOU lists 11 potential joint ac-
tivities.
• Courses in ADB’s developing member

countries (DMCs) on capacity building
and training relating to WTO rules and
regulations.

• Workshops/seminars with negotiators/
ministers from ADB’s DMCs and other
regional development banks at regional
or subregional levels.

• Distance learning programs in collabo-
ration with the WTO Training Institute
to strengthen the organizations’ univer-
sities’ networks and programs.

• Supporting DMCs’ participation in the
Trade Policy Review process.

• Research on trade policy and Doha
negotiating issues.

• Capacity building in trade, environment,
and technical barriers to trade issues.

• Trade and competition policy, transpar-
ency in government procurement, trade
and investment, and trade facilitation.

• Assistance to ADB’s DMCs in the legal
and technical WTO accession process.

• Improving DMCs’ participation in the
WTO Integrated Data Base.

• Customs valuation technical assistance
activities.

• Information exchange in trade chapters
in regional development banks’ plans/
strategies/reports on the promotion of

trade in the region.
The MOU is in line with the Doha Min-

isterial Declaration (a trade agreement
reached at Doha, Qatar, in November 2001),
which seeks to place the needs and inter-
ests of developing countries in the program
of WTO. ■

T he Asian Development Bank
(ADB) and the International
Labour Organization (ILO) for-
mally agreed on 9 May to

strengthen cooperation in maximizing the use
of scarce resources and their development
impact.

A Memorandum of Understanding
(MOU) was signed by Myoung-Ho Shin,
ADB Vice-President (Operations 1) and
Yasuyuki Nodera, Regional Director, ILO
Asia-Pacific Region, on the eve of ADB’s
35th Annual Meeting of Board of Governors.

ADB and ILO will collaborate in the fol-
lowing areas.
• The exchange of documentation, stud-

ies, research, and best practices to pro-
mote cooperation and complementarity
in operations.

• Consultations on ADB country strategies
and assistance plans. ILO technical staff
will participate in some ADB country
poverty analysis or country strategy and
program preparatory missions, contrib-
uting advice and labor market assess-
ments, to ensure that ADB’s portfolio
supports inclusive, employment-gener-
ating development patterns, and en-

ILO, ADB Partner for Workers’ Welfare

PROTECTING LABORERS  ADB Vice-President
Myoung-Ho Shin (left) and ILO Asia-Pacific
Regional Director Yasuyuki Nodera sign an
agreement to promote workers’ welfare

hances workers’ welfare.
• ILO will facilitate ADB’s participation

in developing a cooperative framework
among counterpart ministries, em-
ployers, workers’ organizations, civil so-
ciety partners, and development insti-
tutions in countries where ADB plans a
social protection intervention.

• ILO will help implement ADB-funded
lending and nonlending activities in ar-
eas relating to its competence and ca-
pacity, such as regional, advisory, and
project preparatory technical assistance.

• ILO will assist ADB’s project design and
review missions through interagency
consultations and engagement of ILO
experts by ADB.
ILO and ADB will hold a senior consul-

tation meeting at least once a year on im-
portant strategic issues to review regularly
the implementation of their programs. In ad-
dition, staff will maintain regular consulta-
tions on activities of common interest. Since
1999, interaction between ADB and ILO has
intensified in four main areas: strategic con-
sultations in preparing ADB’s Social Protec-
tion Strategy; regional technical assistance
on improving the role of labor standards in
selected developing member countries;
training on emerging issues in social protec-
tion and social safety nets; and project tech-
nical assistance and lending activities.

ADB and ILO have complementary roles
and a mutual interest in intensifying coop-
eration in their shared thematic and geo-
graphical areas and in establishing working
procedures in the Asian and Pacific region.
ADB’s Board of Directors endorsed the de-
velopment of the ADB-ILO MOU on
13 September 2001, the date of the approval
of ADB’s Social Protection Strategy. ■

LIFTING TRADE The agreement helps place
the needs and interests of developing
countries in the program of WTO
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T oday, about 38% of developing
Asia’s population lives in cities—
some 1.2 billion people. By 2020,
the proportion of urban dwellers

will rise to 50%, with the city population
reaching 2 billion. About half of these will
be poor people residing in slums. This pro-
jection was made by Warren Evans, the
Director of the Asian Development Bank’s
Environment and Social Safeguard Division,
at a press briefing.

Yet Asia's developing countries are only
experiencing the beginning of this remark-
able shift of people and economic activity
from agrarian communities to urban and
industrial centers. There will be at least
153 cities in Asia with populations over
1 million. Eighteen of the 27 megacities—
cities with over 10 million people—will be
in Asia. In the People's Republic of China
(PRC), the urban population has increased
from 190 million in 1980 to 360 million
today. By 2010, an estimated 700 million
people will live in the PRC’s cities. This
includes 37 cities with populations over
1 million, said Mr. Evans, who had earlier
spoken at a seminar on “Megacities: Local,
Regional and Global Environmental Chal-
lenges.”

This transformation has been accompa-
nied by phenomenal economic growth in
many countries. However, urbanization and
industrialization have also created a host of
social and environmental problems, or
exacerbated existing ones. A proliferation of

slum areas, severe traffic congestion, uncon-
trolled industrial growth, poor air quality,
an encroachment on natural systems, a de-
terioration in public health due to water
pollution, inadequate drainage, and solid
waste disposal practices are the norm in
major cities.

The economic impact of pollution in ur-
ban areas in terms of loss of productivity
and health costs are estimated to exceed
10% of gross domestic product in some
countries. About one in four urban resi-
dents does not have access to a safe and
reliable water supply, while one out of
three city dwellers lacks adequate sani-
tation services. The environmental and so-
cial issues are much more than local in
importance—they have national, regional,
and global significance.

The urban challenges—finance, social,
and environmental—
facing developing coun-
tries are alarming. What,
if anything, can govern-
ments do? A recent ADB
study concludes that gov-
ernments must return to planned and man-
aged growth of the urban sector.

Secondary cities need better infrastruc-
ture and other incentives to slow growth in
the primary cities, which in turn have mini-
mum investment needs, to avoid environ-
mental and public health disasters. More
than likely, most of Asia’s primary cities will
not be pleasant places for residents in the

near future and would contain large slums.
Substantial investments are needed to avoid
further degradation of urban air quality and
to provide adequate safe drinking water.
Attention also needs to be given to moving
polluting industries away from major urban
centers and introducing an incentive and
disincentive regime to reduce pollution
emissions. Political steps are also required
to resolve solid waste disposal location prob-
lems, a critical dilemma throughout the re-
gion caused by political interference and
public distrust.

It is now widely recognized that the ur-
ban environment is a poverty issue and that
addressing urban environmental degradation
must at the same time address the needs of
the poor. A key requirement is strengthen-
ing local government capacity. Similarly,
more innovative, equitable, and participa-

tory approaches involv-
ing local communities
are likely to be cheaper
and more effective in
serving community
needs. Self-organized

initiatives by local communities, as well as
collaborations among civil society groups,
businesses, and local governments, have met
with some success in providing public goods
for the poor.

Finally, urban finance reforms are needed
to increase the supply of funds, improve the
effectiveness of funding, and improve
resource efficiency. ■

MEGACITIES

Governments must return
to planned and managed
growth of the urban sector

Better infrastructure is needed for secondary cities to slow growth in primary cities
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Former Philippine President Fidel V.
Ramos advocated an East Asian
Economic Grouping (EAEG) that
would include all East Asian econo-

mies. Such a regional grouping, he said,
would act as a hedge against domination of
the World Trade Organization by the United
States and the European Union. “Only by
combining into one East Asian grouping can
a future ASEAN 10-plus-three” generate
enough leverage to enforce reciprocity on
their trading partners in the NAFTA (North
American Free Trade Agreement) and the
European Union,” he said.

Mr. Ramos spoke at the seminar
“Towards Asian Integration: The Role of
Regional Cooperation.”

Mr. Ramos stressed the importance of
continued cooperation in the international
community, especially in light of the im-
pact of the 11 September terrorist attacks
on the world economy.

“All our countries are beginning to realize
how precarious the process of globalization
really is—how easily market mechanisms
can be rolled back by cultural resentments

and grievances—real or imagined—over
economic exploitation, political oppression,
and social injustice,” said Mr. Ramos.

He said EAEG would enable the smaller
economies of ASEAN to cultivate competi-
tive niches within the global economy as
well as expand their clout by forming re-
gional blocs.

“Throughout the world, neighbors and
trading partners are gathering into bigger
regional groupings for fear of being isolated
and marginalized in global competition,”
he said.

The ASEAN is composed of Brunei
Darussalam, Cambodia, Indonesia, Lao
People’s Democratic Republic, Malaysia,
Myanmar, Philippines, Singapore, Thailand,
and Viet Nam. The three other countries
are People's Republic of China (PRC), Japan,
and Republic of Korea.

Other speakers were Cham Prasidh,
Cambodia’s Minister of Commerce;
Xiaozhun Yi, Director-General, Department
of International Trade and Economic Affairs,
Ministry of Foreign Trade and Economic
Cooperation, PRC; Rehman Sobhan,

SEMINARS

More guarantee instruments
for financing infrastructure
and capital market devel-
opment projects are needed

to reduce poverty in Asia. This was stated
by resource persons at a seminar on “Multi-
lateral Guarantees: A Practical Approach.”

Motomichi Ikawa, Executive Vice Presi-
dent of the Multilateral Investment Guar-
antee Agency (MIGA), said Asia will receive
more assistance in the form of guarantees,
particularly for infrastructure projects, in the
poorer countries in light of traditional in-
vestment risks and “resurging” concerns
such as terrorism and economic crises.

MIGA is an agency within the World Bank
group that promotes foreign direct invest-
ment (FDI) to developing countries by pro-
viding guarantees to private investors against
political risks.

Mr. Ikawa projected that some 20% of
MIGA’s total guarantee portfolio will be in
Asia and said an increase in FDI will bring
more demand for private political risk in-
surance. “FDI flow is the key to fostering
higher economic growth to reduce poverty,”
he said. Of MIGA’s current guarantee port-
folio in Asia, two thirds has gone to infra-
structure projects, Mr. Ikawa said.

Bruce Purdue, Director of ADB’s Private
Sector Operations Division, cited the need
to develop guarantees as an effective instru-
ment in project finance. ADB’s private sec-
tor operations have focused on the infrastruc-
ture and financial sectors.

ADB’s guarantees for private sector
projects cover risks that the private sector
cannot easily absorb or manage on its own.
They also aim to catalyze financing from
local or foreign sources. ADB’s guarantee pro-

gram includes partial credit guarantees,
which provide comprehensive cover for both
commercial and political risks, and politi-
cal risk guarantees, which cover sovereign or
political risks.

However, multilateral guarantees for
commercially viable projects are a form of
subsidy, said Stuart T. Gulliver, Group Gen-
eral Manager of the Hongkong and Shang-
hai Banking Corp. He proposed that multi-
laterals develop the domestic bond market
instead.

“Multilateral guarantees are a useful tool
in the least developed countries and in ex-
ceptional cases in the more developed coun-
tries. However, in the more developed
countries there is always the worry that guar-
antees disrupt the credit pricing mechanism
and in that sense hinder market develop-
ment,” Mr. Gulliver said. ■
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“All our countries are
beginning to realize how
precarious the process
of globalization really is”

Fidel V. Ramos
Former Philippine President �

Chairman, Centre for Policy Dialogue,
Bangladesh; and Chia Siow Yue, Director,
Institute of Southeast Asian Studies,
Singapore. ■

MULTILATERAL GUARANTEES
More needed for infrastructure and financial market development

East Asian economic grouping proposed

TOWARDS ASIAN INTEGRATION
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A fghanistan is short of basic goods
and services, but its people have
plenty of enterprise and enthu-
siasm, said Asian Development

Bank (ADB) President Tadao Chino at a
seminar on Afghanistan.

Noting that “extreme poverty breeds
despair and instability, and Afghanistan has
had far too much of both,” President Chino
pledged that ADB will be a strong partner
in helping Afghanistan rebuild its economy.

President Chino noted the admirable
spirit of the Afghan people during a recent
visit to Kabul. He was the first head of a
multilateral development bank to visit the
Afghan capital since the international com-
munity unveiled its assistance plans for
Afghanistan’s reconstruction.

“Afghanistan for centuries was a regional
center for trade and commerce,” said Presi-
dent Chino. “We must help recreate the con-
ditions for Afghanistan to resume its historic
role.”

Hedayat Amin-Arsala, Vice Chairman of
the Interim Administration of Afghanistan
and Minister of Finance, outlined a vision

AFGHANISTAN
He noted that although Afghanistan

needed development assistance, Afghans
ultimately had to help themselves. The chal-
lenges are enormous, he said, given that Af-
ghanistan is one of the poorest countries in
the world, with high child mortality rates
and other depressing social indicators, es-
pecially for women. “But we have begun the
process of rebuilding,” said Minister Arsala.
“Security has greatly improved, and trust
and confidence in the Government is grow-
ing steadily. Preparations for an Emergency
Loya Jirga (Grand National Assembly) in
June have lifted spirits and helped unify the
country.”

Minister Arsala said ADB’s planned $200
million assistance package for 2002, due to
be discussed by ADB’s Board of Directors
shortly, would help jump-start the economy,
so that families and individuals can quickly
rebuild agriculture and other sectors. The
ADB package will focus on three key areas:
basic education and social development; re-
construction of transport infrastructure; and
agricultural development, with emphasis on
rehabilitating irrigation infrastructure. ■

D elegates attending the 35th

Annual Meeting of the Asian
Development Bank (ADB) ex-
pressed optimism over Asia’s

future—if economic and governance reforms
are pursued.

In a seminar on “Asia 2015: Thinking
Through Mega Trends,” the finance minis-
ters of India and Pakistan agreed that Asian
countries need to improve governance to
emerge from their current political and eco-
nomic problems.

Shaukat Aziz, Pakistan’s Minister for
Finance and Economic Affairs, underscored
the importance of good governance, saying
that “none other than poor governance is
responsible for South Asia’s relative back-
wardness.” South Asia is home to the larg-

est number of the world’s poor. Mr. Aziz, who
is Pakistan’s Governor to ADB, said the 21st

century will be the “Asian century” if Asia
adds value to its activities, particularly in
science and technology, accelerates deregu-
lation, and broadens financial reform.

Yashwant Sinha, India’s Minister of Fi-
nance and ADB Governor for India, said gov-
ernance should be improved and democratic
institutions strengthened. Mr. Sinha also
noted the importance of trade in Asia’s
development.

He foresaw an “intense revolution of ris-
ing expectations” from Asians who “will
refuse to live in poverty and deprivation and
will demand peace, development, and a bet-
ter quality of life.” He expressed optimism
that Asia will rise above its present conflicts

by 2015 and will be a “more peaceful place.”
The People’s Republic of China (PRC)

will be “an engine of growth” in Asia rather
than an economic threat to its neighbors if
it completes its transition to a market
economy, said Professor Justin Y. Lin, Direc-
tor and Professor of the Peking University’s
China Center for Economic Research. He
said technological innovation is the PRC’s
most important determinant of economic
growth.

However, the PRC is still a poor country,
said Mr. Lin, noting that its major develop-
ment indicators are comparable to Japan’s
indicators in the 1960s. For instance, the
PRC’s per capita electricity consumption
was 1,071 kWh in 2000 while Japan’s was
1,236 kWh in 1960. ■

 Afghan Vice Chairman outlines vision to leapfrog the country into the 21st century

VISION Hedayat Amin-Arsala, Vice Chairman
of the Interim Administration of Afghanistan
and Minister of Finance, vowed to create a
“modern, prosperous Afghanistan”

designed to “leapfrog Afghanistan into the
21st century” and create a “modern, pros-
perous Afghanistan, well integrated with its
neighbors and the world community.”
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ASIA 2015: MEGA TRENDS
ADB delegates optimistic over Asia’s future if economic and governance reforms pursued
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Large and small Asian economies
called on private sector investors to
help develop their power sectors and
accelerate economic growth.

At a seminar on Electricity Sector
Reforms in Asia, energy ministers of Bangla-
desh, People’s Republic of China (PRC),
India, and Philippines presented diverse sce-
narios of their countries’ power needs and
solutions. But they expressed a common
view that privatization and deregulation are
essential in power development.

Xie Songlin, Vice President of the PRC’s
State Power Corporation, said PRC’s acces-
sion into the World Trade Organization
would “deepen” market-oriented reforms
that would introduce competition to im-
prove efficiency and lower costs.

The State Power Corporation owns 46%
of nationwide installed capacity and 90%
of transmission assets. Most generation as-
sets will be separated from the State Power
Corporation to form four to five independent
generation companies, he said. “These re-
forms will offer more investment opportu-
nities and market space.”

The PRC’s power sector has high capac-
ity and wants to focus on distribution—
transregional networks and nationwide
interconnection to improve access of
underserved areas to electricity, he said.

For Bangladesh, Iqbal Hassan Mahmood,
Minister of State for Power, said the private
sector could help the country meet its goal
of providing affordable and reliable electric-
ity to all by 2020. At present, only 30% of
Bangladesh’s population has access to elec-
tricity. Under planned reforms, power sec-
tor entities will be commercialized, services
(generation, transmission, and distribution)
will be segregated, and an energy regulatory
commission established, he said. This will
further support a private sector power gen-
eration policy approved in 1996.

Suresh P. Prabhu, India’s Minister of
Power, said India needs
more capacity but is suffer-
ing from a lack of investor
confidence. Over the next
10 years, India plans to in-
stall 100,000 megawatts of
power—equivalent to the
capacity it had developed over 100 years.
“Resource generation within the sector
through prompt and efficient collection of
user charges from all electricity consumers
is the long-term solution,” he said.

Power distribution in India is another

area that needs to be developed and is open
for privatization. Every dollar invested in
power generation needs a dollar in power dis-
tribution and transmission, he added.

Vincent Perez Jr., Secretary for Energy of
the Philippines, a nonoil producing coun-
try, said power reforms need to be accompa-
nied by financial reengineering, particularly

in managing the huge foreign debt of the
country’s National Power Corporation, in-
curred largely from a now-abandoned nuclear
power plant project.

The fast tracking of build-operate-
transfer projects has led to excess power ca-

pacity in the Philippines. A Power Reform
Act has been approved and power sector
reforms include the sale of power transmis-
sion assets and privatization of the manage-
ment of generating plants. To make elec-
tricity affordable, a group of end users with
a certain aggregate peak monthly capacity
will be allowed to pool and choose their
source of electricity.

Meanwhile, the private sector expressed
the need for governments to stay out of the
power sector. Colin Tam, president of the
International Power Producers Association,
challenged governments to give up their
shareholdings in the industry and focus in-
stead on regulatory functions.

“Countries also need to improve related
infrastructure such as transport, banking,
and capital markets; restructure tariffs;
and create a level playing field,” said
Mr. Tam. ■

SEMINARS

ELECTRICITY
REFORMS
Asian economies seek private investors for power
development—and believe privatization and
deregulation are essential in power development Ri
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The private sector expressed
the need for governments to
stay out of the power sector
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Moments from
the 35th ADB
Annual Meeting
Photos by Richie Abrina
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The Annual Meeting attracted a record
2,800 participants—a big increase over the
previous record of 2,300 at Chiang Mai,
Thailand, in 2000. Much of the rise was
due to a large number of private sector
participants.

Regional cooperation was stressed
during the meeting, with People’s Repub-
lic of China President Jiang Zemin giving
strong support: “PRC appreciates the
tremendous job the Asian Development
Bank has done in facilitating regional
efforts to remove poverty and the signifi-
cant results it has achieved in promoting
subregional economic cooperation in Asia.”

This issue of ADB Review highlights the
events of the 35th Annual Meeting. ■
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