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SUMMARY OF PROCEEDINGS 
OF THE THIRTY-SECOND ANNUAL MEETING OF THE 

BOARD OF GOVERNORS 

The Thirty-Second Annual Meeting of the Board of Governors 
was held in Manila from 30 April to 2 May 1999. The opening session 
was held in Edsa Shangri-la Hotel and the subsequent sessions in the 
Auditorium of the Bank. 

She Meeting was opened by His Excellency loseph Ejercito 
Estrada, President of the Philippines. 

The Governor for the Philippines, the Honorable Edgardo B. 
Espiritu, sewed as the Chairman of the Meeting. The Governors for 
Mongoliaandltaly, the Honorable I. Unenbat and the Honorable Antonio 
Fazio, respectively, served as the Vice-Chairmen. 

Pmcedures Committee for 1998-1999 

The Procedures Committee for 1998-1999 met on 29 Hltril and 
submitted its Report on the Schedule of the Meeting, the Provisions 
Relating to Conduct of Meeting, the Draft Agenda and other matters 
in its terms of reference, including the composition of the Procedures 
Committee for 1999-2000. The Board approved the Report. 

Agenda 

The Board adopted the [revised) Agenda, as circulated. 

Annual Report for 1998 

The Board noted the Annual Report of the Board of Directors 
for 1998. 

Election of Directors 

TheBoard approved the procedures for the election of Directors. 
including the Rules for the Election of Directors at the Thirty-Second 
Annual Meeting, as presented in the Report of the Board of Directors, 



and adopted Resolution No. 262. In accordance with these procedures, 
the election of Directors was held at 4:00 p.m. on 1 May 1999. Welve 
Directors were elected, eight representing regional members and four 
representing nonregional members. 

Financial Statements and Independent Auditors' Reports 

The Board approved the audited Financial Statements of the 
Bank fc~! 1998, which included separate financial statements for the 
operations of Special Funds (Resolution No. 263). 

Allocation of Net Income 

The Board decided that, of the amount of $464,257,000, the net 
income derived from ordinary capital resources for the year ended 
31 December 1998, after appropriation of guarantee fees of $2,639,000 
to the Special Reserve, $464,257,000 be allocated to the Ordinary Reserve 
of the Bank and that a n  amount of $80,000,000 be reallocated to 
Technical Assistance Special Fund out of Surplus (Resolution No. 264). 

Budget for 1999 

The Board noted the Report of the Board of Directors on the 
Budget for 1999 and Addendum 1 (AD91 Budget for 1999). 

Review of Rules and Regulations 

The Board reviewed (i) Amendments to the Ordinary Operations 
Loan Regulations and Special Operations Loan Regulations, and Revi- 
sions to the Guidelines for Procurement; and (ii) Revisions to the 
Guidelines on the Use of Consultants. 

Election of Chairman and Vice-Chairmen of the Board of Governors 

Procedures Committee for 1999-2000 

The Board appointed a Procedures Committee for 1999-2000 
composed of the Governors for: 

People's Republic of China Iao People's Democratic Republic 
Denmark Pakistan 
France Samoa 
Germany Sri Lanka 
Hong Kong, China Thailand 

Japan United States 

The Board appointed the Governor for Thailand as Chairman 
of the Procedures Committee for 1999-2000. 

Appreciation 

Governors expressed appreciation for the warm hospitality 
extended by the Government and the people of the Philippines on the 
occasion of the Thirty-Second Annual Meeting. 

The Board elected the Governor for Thailand as Chairman of 
the Board of Governors and the Governors for Austria and Kazakhstan 
asvice-Chairmen, to holdofice until the close of theThirty-Third Annual 
Meeting. 



Document No. BG32- 1 

SCHEDULE OF MEETING 

Friday - 10:30 a.m. - Opening Address 
30 April 

- Address by the Chairman 

- Address by the President of the Bank 

Saturday - 9:30 a.m. - 
1 May 

Sunday - 9:30a.m. - 
2 May 

- 

- 

- 12:OO noon - 

Adjournment 

Report of the Procedures Committee 

Statements by Governors 

Adjournment 

Statements by Governors 

Election of Directors 

Statements by Governors 

Adjournment 

Statements by Governors 

Report of the Procedures Committee 
(Continuation) 

Remarks by the Chairman-Elect 

Closing Remarks 

Closure 

Document No. 8632-2 

PROVISIONS RELATING TO CONDUCT OF MEETING 

Admission 

1. Sessions of the Board of Governors of the Bank will ordinarily be 
open to accredited observers (including guests and media), the 
Meeting secretariat and Bank staff. 

2. Meetings of the Procedures Committee shall be open to Gover- 
nors who are members of the Committee and their advisers, and 
others as may be considered necessary by the Chairman of the 
Committee. 

Order of Speaking and Records 

3. The Chairman of the Board of Governors will establish the order 
of speaking at each session. Governors desiring to speak will 
generally be recognized in the order in which they have asked 
to speak. 

4. To give all Governors the opportunity to speak in the limited time 
available, Governors are expected to keep their oral statement 
short. In cases where a longer statement is considered neces- 
sary, Governors may provide the Secretary with the extended text 
for the record and for distribution to all participants. 

5.  Messages or statements by observers may be brought to the 
attention of the Meeting by circulation through the Office of the 
Secretary of the Board. 

6. The Secretary will keep a Summary Record of the Proceedings 
of the Meeting which will be made available to members as soon 
as possible after the Meeting. 



Procedures Committee 

7. The Secretary will keep a record of the proceedings of the 
Procedures Committee. 

8. Records of proceedings of the Procedures Committee will be 
confidential and available only to the Chairman and members 
of the Committee, the President of the Bank, and the Secretary. 

9. Reports of the Procedures Committee shall be signed by the 
Chairman of the Committee and the Reporting Member. 

Public Information 

10. The Chairman of the Board of Governors and the President of 
the Bank are authorized to communicate to the media such in- 
formation concerning the proceedings of the Meeting as they may 
deem suitable. 

Document No. BG32-3, Revision 1 
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THE PRESIDENT OF THE PHILIPPINES 
HIS EXCELLENCY JOSEPH EJERCITO ESTRADA 

On behalfof the Philippine Government and the Filipino people, 
1 have the honor and pleasure of welcoming the Board of Governors 
and their guests in this Thirty-Second Annual Meeting of the Asian 
Development Bank. 

Allow me to congratulate Mr. Tadao Chino on his assumption 
as the Bank's new President.With his wisdom and competence, he would, 
no doubt, steer the Bank to greater heights in the aftermath of the Asian 
financial turmoil. 

I would also like to express my congratulations to the Chairman 
of the Board of Governors, Mr. Edgardo Espiritu of the Philippines; the 
Board of Directors; and, the Bank Management and staff. 

Let me pay tribute to the Bank, together with the International 
Monetary Fund and the World Bank, for their immediate assistance to 
the crisis-stricken economies of the Asian region. 

This ADB meeting is our last in this century. It is, therefore, an 
opportune time to tackle thechallenges confronting the globaleconomy. 
An open and vibrant discussion on those challenges would ensure that 
the region emerges from the financial crisis stronger and ready to face 
the next century. 

The economic downturn resulting from that crisis has dealt 
severe blows to households through falling labor demand, increases in 
the prices of basic necessities, and a squeeze in public spending. W~th 
the economic decline, firms were forced to cut down their production, 
resultingin massive layoffs and weaker demand for newlabor applicants. 

Thus, more than 40 million people in the region have been 
pushed back into absolute poverty, reversing much of the past gains 
in poverty alleviation. Moreover, the drop in government revenues has 
severely constrained public spending, particularly in the social s e ~ c e s  
sector. 

Given these developments, it is imperative that governments 
a n  immediately to restore stability in their respective economies. After 
all, the lower-income groups are usually the hardest hit by the declining 
labor demand and increasing prices of basic goods and seMces.Vigorous 
efforts should, therefore, be pursued to strengthen social safety nets and 

to promote strategies that will not only pump-prime the economy but 
also generate employment. 

The Asian financial crisis highlighted the importance of trans- 
parency and accountabilityto ensure the efficient allocation of resources. 
The lack of transparency and accountability in the regulation and 
supervision of the financial system has been largely blamed for the 
economic turmoil that has beset the Asian region over the past 20 
months. 

In the wake of this turmoil, plans are being drawn that will lead 
to the strengthening of the domestic financial systems and the 
establishment of a new international financial arch~tecture. 

A robust and efficient domestic financial system entails the 
implementation of sound and accepted practices for fiscal management. 
On the other hand, a new international financial architecture will 
suengthen the ability of international agencies to better monitor and 
manage future financial crises. 

In line with this, the Association of Southeast Asian Nations, or 
ASEAN, has made significant inroads in laying the groundwork for an 
economic surveillance system-with the help of ADB. Such a system 
is necessary to enable economic authorities to spot potential crises; 
enhance their ability to immediately and appropriately respond to the 
crisis; and, better assess the effect to economies of external financial 
shocks. 

Streamlining and reforming the bureaucracy is perhaps anlong 
the most difficult reforms to implement. However, good governance 
entails a professional and accountable bureaucracy. With this kind of 
a bureaucracy, rules and regulations can be properly enforced, and 
sound standards, stronger competition, and property rights can be 
ensured. 

The inability to predict or change the rules in the middle of the 
game significantly shortens the planning horizon of the private corporate 
sector. Furthermore, this provides the government with a good excuse 
for nondelivery of s e ~ c e s ,  which they have been unable to properly 
plan for. 

As the Asian region rises from its economic difficulties, it cannot 
afford any reversals in policy reforms. If we want to restore confidence 
in the Asian economies to its previous level, we must have a strc?lg 
commitment to market-friendly reforms. 

We also need participation in order to allow constituents to be 
actively involved in policymaking. Their active participation can serve 



as a feedback mechanism for the government regarding the provision 
of public services. If properly implemented, such participation can 
motivate governments to be more efficient. 

If the Southeast Asian economies are to face these challenges 
head-on, they must prioritize reforms that will strengthen corporate 
governance systems and reduce barriers to competition. Those reforms 
include strengthening bankruptcy laws and debt-resolution practices, 
improving corporate disclosure requirements, increasing accountability 
to shareholders, and strengthening shareholders' rights. 

More importantly, we must pursue greater transparency in 
government decision-making and policy implementation. This will not 
only reduce uncertainty in the policymaking process but also discourage 
public officials from resorting to corrupt practices. 

One possible approach that can be adopted in promoting good 
governance is to reduce the discretionary powers of government officials 
I>y making rules and procedures simple, straightforward, and easy to apply. 

At this point, allow me to focus on another critical concern that 
relates to the issues of governance and poverty alleviation. And this is 
the urgent need to eradicate corruption in government. 

Let me emphasize that the poor suffer the most from the 
inefficiencies brought about by corruption in the provision of public 
s e ~ c e s . W h e n  a few individuals become rich through corrupt practices, 
they deprive the poor of their fair share of the country's wealth. We are 
well aware of thestrong negative effects ofcorruption on both economic , 
and social growth. 

It is, therefore, essential that anticorruption policies be a key 
component of any administration's agenda of governance. However, 
corruption is such a complex problem that government alone cannot 
eliminate it. What we need is a concerted effort by all sectors of society, 
coupled with assistance of international agencies, such as the Asian 
Development Bank. 

In this regard. I would like to extend my gratitude to the Bank 
For giving high priority to fight corruption. Last July 1998, ADB's Board 
of Directors approved to extend the scope of its ongoing work on 
governance by including anticorruption polici~s. 

The Philippine economy has proven to be more resilient 
compared with other economies affected by the crisis in Asia. Our 
continued commitment to market-oriented reforms and goodcorporate 
governance enabled the Philippine economy to withstand the adverse 
effects of the Asian crisis. 

The past two administrations have laid down both political and 
economic reforms that make up alastingframework from which we can 
further build on. But more importantly, these economic reforms have 
been institutionalized in laws, rules and regulations. Moreover, the 
Philippines has a working democracy that allows the smooth and 
peaceful transfer of the reins of government. These twin factors help 
ensure the continuity and predictability of the policy environment. 

Since1 assumed office inluly 1998, my administration has begun 
to implement its program of further structural reforms and liberalization 
measures, fiscal prudence and greater transparency in government 
policies and operations. My administration is also committed to the 
promotion of good governance, social justice, and economic efficiency. 

The promotion of social justice will involve the implementation 
of systematic approaches to improving the productivity of the masses 
and drawing them into the mainstream of the economy. 

We intend to do away with dole-out programs and quick-fu 
strategies, which have only wasted the country's valuable resources. 
Meanwhile, the promotion ofeconomic efficiency entails the eradication 
of graft and corruption by plugging the loopholes and leakages in the 
bureaucracy. 

In closing, I would like to emphasize that, although the 
challenges confronting the Asian economies are daunting, I am 
confident that, with our collective efforts, we can redirect the region 
back to the path of broad-based and sustained growth. 

I am hopeful that most of these policy initiatives, especially 
issues on good governance, poverty alleviation and corruption, will be 
fully tackled in this Meeting. After all, the problems of the global 
economy can only be solved within the framework of international 
cooperation. 



Address by 

THE CHAIRMAN OF THE BOARD OF GOVERNORS 
AND GOVERNOR FOR THE PHILIPPINES 

EDGARDO B. ESPIRITU 

On behalf of the Governors and Meeting participants, I thank 
His Excellency Joseph Estrada. President of the Republic of the 
Philippines, for the honor of his presence at the Thirty-Second Annual 
Meeting of the Asian Development Bank. It is a great pleasure for me, 
with the people and the Government of the Philippines, to welcome 
the delegates from the Bank's 57 members, together with observers and 
other distinguished guests, to the Philippines, home of the Bank. 1 also 
extend a special welcome to the Bank's new President, Mr. Tadao 
Chino, who has a long association with the Bank, having been part 
of the secretariat that helped make this regional development bank 
a reality. 

The economic and political events in Asia over the past five years 
have been as diverse as the region itself. Yet, I think we all acknowledge 
the flexibility and promptness of our Bank in responding to the region's 
needs of the moment. Particularly over the past year, the Bank has 
adapted its activities to respond to the crisis while continuing to fulfill 
its longer-term development mandate. This is no easy feat. For this. I 
thank the Bank's staff and its Management, under the strong leadership 
of President Sato, for their dedication and determination to help the 
region emerge from the crisis. 1 am confident that President Chino will 
build on the gains achieved by the Bank over the past few years. 

Relationship with the Philippines 

The relationship behveenthe Philippines and the Bankgoesback 
a long tvav. Together, we have witnessed turbulent political rimes and 
many changes in the country and in the Asian region. As one of  the 
original members of the Bank, the Philippines participated in setting 
it  up. Since the Bank began its operations in 1966, the relations between 
the two have grown stronger and more intimate. Over the past 30-odd 
years that the Bank has been in the Philippines, our country has 
experienced significant political changes, cataclysmic natural disasters. 

and difficult periods of adjustment on  the economic front. The Bank 
has been a constant source of advice, assistance, and financial support 
through those years. 

Recently, the Bank's relationship with our country has matured 
to achieve a balance between support for growth and for equity. This 
is very much in line with our administration's emphasis on povertv 
reduction. With the Bank's help, we will encourage increased private 
sector investment in infrastructure and traditional growth-oriented 
projects. Direct support from the Bank will therefore focus more on  
building up  basic rural infrastructure, education, urban social srrvices. 
and environmental management. An excellent example of our 
partnership is the ongoing program to clean up the environment of 
Metro Manila. Starting in 1994, Bank assistance has contributed lo a 
major environmental investment and policy reform program including 
the critical Clean Air Act. We are most appreciative of such long-term 
commitments from the Bank. 

Over the years, the Philippines has done its best to be a good 
host to the Bank. The Bank, for its part, has been extren~ely supportive. 
Whatever the type and amount ofassistance provided to the Philippines 
by the Bank, we enjoy a special relationship, which allows us to iron 
out any small differences. If the Philippines weathered the recent crisis 
relatively well, it is partly because of tfie policy and institutional 
framework that has been set up with the Bank's support starting in the 
1990s. The Bank has also helped our country to become a successful 
exporter of high technology products, such as electronics. 

Truly, we consider the Bank as our development partner, and 
we will continue to need its support in weathering future storms, 
achieving sustainable economic growth, and definitively banishing 
poverty. But if our needs are great, those of the region are even greater, 
and more diverse. This is truly a huge challenge for the Bank, which 
is also considered by most countries in the region as their partner in 
development. 

The Bank's Role in Development in the Region 

Since this is the last year of the 1990s, let us take stock of rhe 
Bank's role so far in developing the region. In theearly years it  supported 
its developing members that were struggling to rise from a low economic 
level. With the goal of economic growth, Bank support was channeled 
intostrengtheningphysical infrastructure, boosting agricultural output, 



and cultivating export industries. During this period, the Bank was a 
major financier of development projects. 

Then came the oil crisis and a refocus on energy conservation 
and development of alternative energy sources. By the mid-1980s. 
sustainable development became a priority together with economic 
growth. Environmental and social concerns, including human 
development, women in development, and poverty reduction took on 
greater significance. The Bank's emphasis shifted from financing indi- 
vidual projects to encouraging policy reform to create a conducive 
environment for the success of development projects. 

In the mid-1990s, donor resources, hit by recession, became 
scarcer than ever. At the same time, it was realized that official 
development assistance could not possibly match the region's 
investment needs. The Bank increasingly emphasized its catalytic role 
in encouraging private sector investment in development activities. Its 
public sector operations increasingly focused on the creation of a policy 
framework more congenial to robust private sector activity in its 
borrowing member countries. Development of the private sector itself 
also inevitably became a priority for the Bank.These activities coexisted 
with the Bank's more traditional focus oneconomic growth and its social 
dimensions, as weU as its more recent pursuit of policy and institutional 
reforms. The shift from project financier to broad-based development 
institution had begun, in response to the region's needs. The establish- 
ment of the ADB Institute (ADBI), with generous financial support from 
Japan, has provided the necessary research and training dimension to 
complement the operational activities of the Bank. 

As the 1990s draw to a close, it is safe to say that this shift is 
almost accomplished. Through its participatory approach to formulating 
development activities, our Bank now offers a range of development 
support, tailored to suit the needsofindividualmembers. Policy support 
is a component not only of program lending, but also of most public 
sector projects. Governance activities are an integral part of many 
projects, complemented by the Bank's capacity-building and 
anticorruption efforts. Perhaps the area where the Bank has the greatest 
comparative advantage is that of regional and subregional cooperation. 
Of greatest significance are the Bank's activities in the Greater Mekong 
Subregion, as well as ASEAN and, more recently, South Asia. The Bank's 
privileged position in providing such cooperation derives from its 
intimate knowledge of the region and its bonds of kinship with its 
members. 

Through the different phases of theBank's development support, 
its relationship with its members has evolved. No longer a simple bond 
of lender-borrower, it is now more complex and holistic. Trust and 
mutual understanding, due to our Bank's proximity to its developing 
members, are central to this relationship. The result is a genuine 
partnership, in which the Bank seeks answers to development issues 
in consultation with its developing members. 

Future Directions in Asia 

The question now is, where do we go from here? Not so long 
ago, the next century was expected to be the Asia-Pacific century. Then 
the crisis struck. But the crisis should not be allowed to change that, 
and the role of ADB should be to help ensure the region's place in the 
global economy. Although the need for postcrisis support remains, the 
Bank must continue to fulfill its development mandate. As the recent 
crisis has shown, development is an intricate, interlocking process that 
affects, and is affected by, seemingly unrelated events. How, then, can 
our Bank contribute? 

First, it can and must coneinue to provide development assis- 
tance-both capital and technical-on a large enough scale to honor 
its development mandate. Such assistance must be combined with 
constructive policy advice to support reforms that will enhance 
development activities. In support of this assistance, the Bank must 
become a knowledge base for its developing members. Knowledge, just 
as much as capital, is essential in ensuring sound economic growth. 
Knowledge is critical for any economic transaction, giving clarity to 
exchange, and informing markets. Lack of knowledge causes markets 
to collapse or never come into being. 

Second, the Bankmust play alead role in the overwhelming task 
of combating the poverty that has existed in the region for far too long, 
and the social inequity that mushroomed as a result of the crisis. In this 
connection, and speaking as Governor of the Bank for the Philippines, 
I wish to state that the governmept of President Joseph Estrada has 
always emphasized these concerns. Prompted by both the serious social 
impact of the crisis on the one hand and the ages-old neglect of the 
poor and the inequities prevailing in our society on the other, the new 
Government has chosen to champion the interests of the poor and the 
disadvantaged. But its antipoverty agenda isnot of the welfare state type. 
It is, rather, an  important integral part of our overall economic 



development strategy and consists basically of systematic approaches 
to improving the productivity of the poor and drawing them into the 
mainstream of the economy. 

Moreover, giving more emphasis to the social and human 
dimensions of the growth process is dictated by the lessons from the 
current regional economic crisis.The crisis has shown us the importance 
of continuously investing in human capital, such as education, health, 
and nutrition to maintain and improve the overall productivity of the 
economy, and therefore the sustainability of growth. 

Addressing the problem of poverty requires the creation of social 
safety nets as well as increased lending for social sector activities. We 
therefore look forward to the Bank's new strategy for poverty reduction. 
However, it is clear that the battle cannot be fought and won without 
having the necessary funds, in particular, the concessional funds 
available through the Asian Development Fund (ADF). This provides 
a strong rationale for all to fully support the next ADF replenishment. 

The third set of activities that the Bank must undertake pertains 
to using its comparative advantage to strengthen regional and 
subregional cooperation. A recent example is the Bank's response to a 
request from the ASWW countries to provide technical support to the 
ASEAN Secretariat for regional economic monitoringactivities. Not only 
will this strengthen ASEAN, but it will also provide a model and a source 
of best practices for other subregions. Arisingfrom the recent crisis, this 
activity will help prevent similar crises in the region in years to come. 

Fourth, the Bankand ADBI must provide and stimulate regional 
intellectual leadership on development issues. They must reevaluate the 
development paradigm that made possible the enviable growth record 
of East and Southeast Asia, and if necessary, modify it in the light of 
the lessons learned from the recent financial turmoil. Together, the Bank 
and its members must seek innovative responses to the region's specific 
needs, from eradicating the poverty that stymies growth and 
development, to keeping its place in the forefront of global economic 
activity. 

It isonly through agenuine partnership between DMCs, donors, 
private investors, and the Bank that such goals can be achieved. The 
diversity of country situations and stages of development in the region 
demands that these partners share knowledge, opinions, and best 
practices. A shared understanding of development goals and how to 
achieve them within each country's particular context will result from 
such a sharing process. This will in turn lead to increased member 

country ownership of Bank-supported activities and to sustainable 
development. Such a partnership applies not only to the technical 
support provided by the Bank but also to the financing of such support. 
In addition to our traditional donor partners, our emerging regional 
partners may also consider providing support for ADF replenishment 
despite the difficult circumstances brought on by the crisis. 

Concluding Remarks 

As the premier regional development institution, the Bank's role 
is more vital than ever to the region's equitable socioeconomic 
development. The Bank needs the support of all its shareholders, both 
regional and nonregional, to replenish its ADF funds to enable it to fulfill 
its mandate. The strong bond between the Bank and its panners must 
be maintained to achieve the goal of reducing poverty and supporting 
sustainable development while helping to strengthen financial 
institutions. We must work toward a vision of a postcrisis Asia that is 
more prosperous, better governed, more cooperative, and less poor, 
based on development that cares in particular for the most vulnerable 
groups of society, who are deprived of basic opportunities. We must work 
toward a vision of a Bank-supported "inclusive" development that 
promotes not only economic growth but also equity in the sharing of 
benefits, the reduction of human-development disparities in society, 
and environmental sustainability. 



Address by 

THE PRESIDENT OF THE BANK 

TADAO CHINO 

Introduction 

It is with great pleasure that I join the Chairman in welcoming 
you to the Thirty-Second Annual Meeting of the Board of Governors of 
the Asian Development Bank. 

We are honored by the presence of His Excellency Joseph Ejercito 
Estrada, President of the Republic of the Philippines. We would l i e  to 
express our appreciation and gratitude to President Estrada, his 
government, and the people of the Philippines for the warm Filipino 
hospitality that the Bank and all those who work in it continue to enjoy. 

I would also like to extend a cordial welcome to representatives 
of international organizations, members of the financial community, 
and our friends in the media. 

This is my first Annual Meeting as President of the Bank, but 
my association with the Bank goes back to the early 1960s, when 1 was 
involved inits establishment. Overits 32 years, the Bank has transformed 
itself from what was essentially a project financier into a full-fledged 
development institution. Thanks are due to the guidance of the Board 
of Governors and the continuing strong support of all the Bank's 
members. Thanks also go to the leadership provided to the Bank by my 
six predecessors; each of them has left distinctive marks during the 
course of this institution's development. 

During the past three decades, Asia has undergone an economic 
and social transformation unparalleled in history. The quality of life has 
obviously improved in the region. 

However, Asia still faces mounting developmental challenges. 
A key challenge is how to make development sustainable and reduce 
the vulnerabilities of economies to changeswithin and outside the region 
in an increasingly interdependent world. 

Ladies and gentlemen, changes are inevitable. The future of the 
region lies in how it can cope with the change, take advantage of the 
change, or even lead the change for the benefit of the people in the 
region. Likewise, the Bank's continued success as a development partner 

will depend on how well it adapts its services to the changing needs 
of the region and on how effectively it assists the region in making 
the change. 

Beyond the Crisis 

Most of the economies in the region are beginning to show signs 
of recovery from the Asian crisis. Full recovery of the crisis-affected 
economies will, however, depend on a number of factors: successful 
restructuring in the financial and corporate sectors, adequate social 
protection to the most vulnerable, and afavorable external environment. 

With macroeconomic conditions appearing ro be stabilized. 
restructuring of banks and firms is high on the priority list. 
Nonperforming loans remain high, and many banks in the affected 
economies are undercapitalized. Building up and improving the legal 
and institutional framework is essential for the corporate and banking 
sector restructuring. This restructuring will require the concerted effort 
of the governments and the private sector, with continuing assistance 
from the international financial community. 

The crisis is causing social turmoil throughout the affected 
economies in such areas as employment, human development, poverty, 
and social cap i t a l .We the social consequencesofthe crisis vary across 
countries, vulnerable groups including the poor, women, and children 
are invariably most at risk. The adverse social consequences of the crisis 
are clearly severe and require urgent action on the part of governments 
to cushion social costs. Social protection is also needed to maintain 
public support for, and ensure the success o t  the ongoing economic 
reform. 

The Bank has responded quickly and decisively to the crisis, and 
will continue to do so during the recovery phase. This, however, should 
not detract from the broader developmental role that the Bankcontinues 
to play in meeting the long-term needs of the region. The overarching 
goal for Asia and the Pacific and for the Bank is to reduce poverty and 
to improve the quality of life of all people in the region. To this end. 
what are our long-term challenges.beyond the crisis? 

First and foremost, there is the challenge of poverty. Despite 
significant improvements, the quality of Life in many Asian economies 
is still among the lowest in the world. Asia is still home to most of the 
world's poor: almost one billion Asians, or roughly one third of the 
region's total population, live in absolute poverty. At least one of every 



three Asians has no access to safe drinking water. Problems of illiteracy 
and malnutrition persist.Women and indigenous peoples have benefited 
from Asia's economic transformation, but not everywhere and not 
rapidly enough. 

Second, there is the challenge of the environment. Asia suffers 
from serious environmental degradation. The air and water in many 
parts of Asia are among the most polluted in the world. Asia has lost 
a huge amount of farmland to erosion, half of its forest area mostly to 
overlogging, and half of its fish stockmostly to pollution and overfishing. 
Population increases-approximately 40 million more people each 
year-and rapid urbanization and industrialization will likely continue 
to impoie a heavy toll on the environment. 

Third, there is the challenge of infrastructure development. 
lnadequate infrastructure has become one of the major bottlenecks to 
the region's economic development. One recent estimate indicates that 
the demand for infrastructure in several developing East and Southeast 
Asian economies totals about $1.5 trillion for the period from 1996 
to 2005. The need for external financing for infrastructure remains 
tremendous. 

Fourth, there is the challenge of strengthening the financial 
sector, particularly, capital market development. Many Asianeconomies 
have high savings, and the savings ratio of East and Southeast Asian 
economies is the highest among all comparable regions in the world. 
However, the financial markets are not properly structured and lack 
depth and breadth. As a result, they cannot effectively transform these 
huge savings into investments, particularly those with a long gestation 
period. Many projects generating earnings in local currencies have been 
financed by foreign resources, partly because of the lack of long-term 
local bond markets.Therefore, we cannot overemphasize the importance 
of developing the region's capital markets, and, in particular, long-term 
bond markets. 

Fifth, there is the challenge of human resource development. 
Asia has achieved a remarkable expansion in primary education, but 
some Asian countries have lagged severely behind. For example, on 
average, South Asia has very low enrollments in primary education, and 
50 percent of the adults are still illiterate. Throughout Asia, fewer girls 
go to school than boys. Even in countries with broad access to primary 
education, secondary and higher education development remains to 
be enhanced in order to improve labor productivity and the region's long- 
term economic competitiveness. 

.*. 

Under the broad category of human resource development, lack 

+, 
of adequate institutional capacity is another major challenge in the 

-: region. Weak and ill-regulated financial and corporate sectors have 
proven to be one of the causes lor the current crisis. Lack of good 
governance and transparency has added diff~culties in both preventing 
and dealing with the crisis. 

In sum. Asia faces mounting developmental challenges. While 
the immediate challenge is to ensure a return to growth, the longer- 
term challenge is to move onto the path of sustainable development. 
which calls for our concerted efforts in poverty reduction, environmental 
protection, economic growth, and human resource development, 
including institutional capacity building. 

I believe the role of the Bank is to help the region address these 
challenges so that the quality of life of all people in the region will be 
improved in a sustainable manner. Let me briefly discuss this point- 

- the Bank's role in the new century. 

The Bank's Role in the New Century 

We see that there is a need for adopting a comprehensive 
i approach to address these challenges, because the challenges are 

interrelated. For example, without growth, poverty reduction will not 
. be likely to succeed, and the quality of life for a large proportion of the 
' population will be impaired. These outcomes would be not only socially 

and economically divisive, but also destabilizing from the perspective 
of peace and security. At the same time, growth will not be sustainable 
ifit brings environmental degradation and if the benefits ofdevelopment 

. are not shared equitably. Recent experiences in crisis-affected countries 
have also demonstrated the importance of the linkages among 
macroeconomic policies, structural reforms, and their social impacts. 
Understanding of these linkages is important in undertaking successful 
policy interventions. The development strategies in the region must be 
broad-based and must carefully incolporate all these critical dimensions. 

We also see that the region has greatly diversified economies. 
While many of them face similar problems, each has its own challenges, 
reflecting its stage of development, historical background, geographical 
conditions, and availability of resources. 

As a regional development institution, we appreciate such 
differences among the economies and are attuned to their changing 
needs. We listen before we speak. We diagnose before we prescribe. And 



we continue to make follow-ups. To put it succinctly, we consider 
ourselves as a family doctor who understands the needs of the patients 
and who stands ready to act for their well-being. 

Let me now highlight the key areas where we will continue to 
help the region's development in a sustainable manner. 

First of all, since the crisis broke out, we have provided a 
considerable amount of assistance to the affected economies. Such 
assistance has supported crucial financial and governance reforms for 
building a strong platform for recovery and future growth. The Bank's 
assistance has also been used to protect hard-earned social achieve- 
ments and to provide support for the social safety net that strengthens 
the social cohesion needed for economic growth and stability. In 
addition, the Bank's assistance is also utilized to "bail in" private investors 
and encourage private capital to remain in, and restore fresh flow into 
the region in the midst of the crisis. 

We should continue to provide assistance to the affected 
economies. Besides support for the social safety net, we should 
concentrate our assistance on restructuring of the banking and corporate 
sectors with an emphasis on improving public and corporate 
governance.We should promote privatesector development, panicularly 
in small- and medium-size enterprises. We should also place emphasis 
on building up a legal and institutional framework conducive to restoring 
economic dynamism in the region. 

While continuing to provide our financial and technical 
assistance, we will place increasing emphasis on mobilizing resources 
from both the official and private sectors through the use of our 
cofinancing and guarantee facilities. The Asian Currency Crisis Support 
Facility, which was recently established in the Bank, should prove to 
be useful in this regard. 

Second, in view af the severe impact of the crisis, we will 
strengthen our assistance to directly address the poverty problem in the 
region. We are now preparing a new Yuverty Reduction Strategy in 
collaboration with the DMC governments. The new strategywill reflect, 
among other things, the importance of sustainability of gains in poverty 
reduction. It must also be emphasizedthat economic growthwith equity 
is indispensable for sustainable poverty reduction. 

Third, we will continue to promote human resource 
development in the region. We must also ensure that aU people are 
treated fairly and are involved in the development process. To this end, 
we have recently developed a Policy on Gender and Development and 

a Policy on Indigenous Peoples. We have to take care of the next 
generation and ensure that the young are equipped with appropriate 

: skills and training suitable to the changing economic and social 
environments. This means that the Bank should help to promote 
investments in health, nutrition, and education. 

Fourth, the Bank will also need to continue providing assistance 
for developing the region's infrastructure. While financial assistance in 
this area is necessary, it  should be used increasingly to encourage policy 
and institutional reforms and to leverage private sector investments. 
Through infrastructure development, we should also aim to help reduce 
poverty, protect the environment, and promote economic activities. 

Fifth, the Bank has made continual and concerted efforts to 
promote subregional cooperation and to provide an institutional 
framework for dialogue among countries, such as the program in the 
Greater Mekong Subregion. Another example of regional cooperation 
is the recently established Regional Monitoring Unit, which has begun 
to provide technical assistance to ASEAN economies in the area of 
economic monitoring. 

Close subregionalcooperation is aneffectiveandimportant way 
to sustain regional development. It not only enables the parties 
concerned to enjoy greater complementarity and economies of scale. 
but also contributes to maintaining and ensuring peace and stability, 
itself a worthy investment. Subregional cooperation is critical to 
addressing environmental issues, in particular those involving 
transboundary air pollution and water resource management. As 
underscored by the crisis, monitoring regional economic activities and 
exerting peer pressure among the economies are important forms of 
subregionalcooperation for preventingand containing acrisis. Fostering 
subregional cooperation has emerged as one of the principal compara- 
tive advantages of the Bank. We will continue to work for greater regional 
and subregional cooperation among our developing member countries 
(DMCs). 

Sixth, we also need to place increasing emphasis on enhancing 
our member economies' institutional capacityfor economic and sector 
management. Through our assismce, we should emphasize not only 
the initiation of new policy and institutional reforms, but also capacity 
building to ensure their effective implementation and enforcement. We 

1 should always try toinclude all segments ofthepopulatioqin the process 
r ofpolicy formulation and development; this willenhance the ownership 

, and implementation of policies that are suitable for local needs. The 

k. 



Bank and its DMCs are true partners. Only when we act together will 
we be able to succeed. 

Seventh, the Bank is determined to continue to promote good 
governance in our DMCs, such as transparency and accountability. The 
Bank has been a forerunner in this area. As early as in 1995, the Bank 
adopted aBoard-approved governance policy, which was the first among 
the multilateral development banks. The Bank has also recently adopted 
the Anticorruption Policy to help reduce the burden that widespread 
corruption imposes on the economies of the region. 

To sum up, by combining policy support, capacity building. 
subregional cooperation, environmental protection, human resource 
development, selective and leveraged project financing, and good 
governance, the Bank aims to address these interrelated challenges to 
achieve the maximum development impact. This, I believe, is the type 
of development assistance called for by the region. 

Furthermore, the Bank has to play an even more significant and 
proactive role in promoting coordination with other international 
financial institutions and bilateral donors. Given the increasingly 
complex demands of our DMCs in a rapidly changing environment, 
improved coordination would enable us to become more efficient 
through minimizing duplications and enhancing synergies of interna- 
tional financial institutions, activities in the Asian and Pacific region 
while maintaining competitive pluralism, which is crucial to inhibit 
complacency and to encourage innovations that are essential if we are 
to continue to meet the changing demands of our DMCs in an effective 
manner. 

The Importance of Shareholder Support 

The Bank has a challenging mission ahead. To accomplish this 
mission, it will need the continued guidance and support of all 
shareholders, whether it be in charting new directions or in raising 
resources for the Bank. In this regard, I would like to emphasize that 
both ordinary capital resources [OCR) and the Asian Development Fund 
(ADF) are important for the Bank's operations. I would like to particularly 
draw your attention to the ADE 

The ADF is the most important resource of the Bank for assisting 
the poorer member countries, particularly with a view to catalyzing and 
acceleratingpoverty reduction.Thedemand for the Bank's ADF resources 
continues to grow. Even those ADF borrowers not so directly or 

,, g immediately affected by the regional financial crisis are experiencing 
F.. its widespread secondary effects, and, consequently, increasing 
: requirements for concessional resources to address, particularly, the 

medium-term social impacts of the crisis. Private funds would not be 
readily available to meet such challenges if their allocation were left to 
markets alone. Moreover, new members fromthe Central Asian republics 
are adding to the demand for concessional aid from the Bank. Taking 
all these factors into account, and the particular relevance and 
importance of the ADF to the many poor living in the region, I would 
like to request your support for launching negotiations this year for the 
next replenishment of the ADE 

The Bank has met in time the various commitments made to 
. its shareholders under ADFVII. These include the adoption of a number 
. of policies relating to Indigenous Peoples, Gender and Development, 

Cooperation with Nongovernment Organizations, Anticorruption, ADF 
LoanTerms, Graduation of Bank's DMCs, andlkeatment of 1.oan Savings 

.. and Cancellations to Increase the Expanded Advance Commitment 
Authority. The Bank has also adopted a more systematic framework for 
the allocation of ADF resources among DMCs. Taking these together, 
and given the Bank's track record, I ar;~ confident that we can count on 
continuing shareholders' support for ADF VIII. 

Concluding Remarks 

Over the past several decades, Asia has shown to the world that 
it can overcome various difficulties and come out from crises brighter 
and stronger. I believe and certainly hope that Asia can do the same 
in the face of the present crisis. I say so because Asia's real strengths 
are undiminished-its willingness to save, continuing open economic 
policies, motivated labor forces, and emphasis on education are all 
important factors for regional economic recovery. Moreover, overall 
economic fundamentals will be strengthened by the ongoing reforms 
in the financial and corporate settors, and by improvement in 
governance in both the public and private sectors. Therefore, with 
continuing assistance from the internationalcommunity, I am confident 
that Asia will overcome the current difficulties before long and will be 
back on a more solid and sustainable growth path. 

The Bank has evolved to suit Asia's circurnsrances. While the 
crisis has highlighted the importanceof addressingemergingissues such 
as banking and corporate sector restructuring, the Bank's basic 



development challenges-reducing poverty, protecting the 
environment, developing infrastructure, promoting capitalmarkets, and 
enhancing human resource development and good governance--remain 
as significant as ever. We will certainly be hard-pressed to meet the needs 
of the region in coming years. But with the support of its shareholders, 
the Bank can rise to the challenges. 

In conclusion. J would like to tell you of my experience in 
Thailand and Jndonesia. Recently, 1 visited the Wat Sawetachat School 
near Bangkok and the Rurnah Singgah Setia street children drop-in 
center in Jakarta. Both have received financial support under the Bank's 
social protection program. Without our support, these children would 
have been forced either to be out on the street or to drop out from their 
school because of the crisis. 1 talked to some of the children and was 
particularly inspired by the smiles they gave me. Looking into the 
children's eyes, I could not help thinking the following: Children are the 
future of Asia. Together, we have great responsibilities for their Future. 
We cannot and we must not fail them. To that end, the Bank must do 
its utmost to make the region prosperous, equitable, inclusive, and well- 
governed. It is our challenge, indeed our duty, to contribute to that happy 
outcome. 
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STATEMENTS BY GOVERNORS 

AUSTRALIA 

IOE HOCKEY, Head of Delegation 

May I first express my appreciation to the Government of the 
Philippines and the City of Manila for their hospitality in hosting this 
Thirty-Second Annual Meeting of the Asian Development Bank. 

1 also wish to express Australia's strong encouragement of, and 
support for, the new President of the Bank, Mr. Tadao Chino. We are 
confident that under his leadership and guidance, the Bank will be able 
to successfully meet the challenges it faces over the coming years. 

While the last two years have certainly been traumatic for the 
Asian and Pacific region, it now appears that the worst of the economic 
contraction is behind us, with the region in aggregate Likely to expe- 
rience a $ow improvement in growth rates over the next few years. The 
ADB has played an important role in addressing the crisis, both in terms 
of its significant financial payments to country programs, and in its 
contributions to efforts by world policymakers, regulators, and the 
international financial institutions to reduce the likelihood of such a 
crisis occurring again. 

It is especially noteworthy that the ADB has played a key role 
in the development of institutional capacities in financial and corpo- 
rate sector regulation, governance issues, and other structural reforms. 
It has done so working alongside the other international financial 
institutions, particularly the International Monetary Fund and theworld 
Bank, and various international regulatory bodies. 

In this context, I would add that it has been important for the 
international financial institutions to work closely together, coordinat- 
ing their activities to achieve common objectives. While cooperation 
has undoubtedly improved since the advent of the Asian crisis, it is 
important that this be maintained and further enhanced, particularly 
as it relates to the activities of the ADB and the World Bank in assisting 
the Pacific countries. 

Australia attaches considerable importance to improving coor- 
dination of the provision of technical assistance to countries affected 
by the Asian crisis. This is highlighted by our recent decision to fund, 
within the ADB, the Asian Recovery Information Centre. The Centre, 
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which we expect will be in operation soon, will consolidate information 
and analysis on such matters as the economic and social impact of the 
crisis, details of the provision of assistance to crisis countries (whether 
by bilateral donors or the IFIS), and information on emerging assistance 
needs identified by affected countries. The establishment of the Centre 
was announced by the Australian Minister for Foreign Affairs at the 
Meeting on Development Cooperation held in Sydney in early March. 
and was endorsed by delegates to the meeting. The Centre is an 
Australian Government priority and we greatly welcome the proactive 
efforts of the ADB in commencing work on this initiative. 

We are supportive of the efforts of the ADB in recent years in 
transforming itself from a project financier to a more broad-based 
development institution, with an overarching objective of poverty 
alleviation. The Asian crisis has highlighted the importance of strong 
and effective international financial institutions in assisting the 
development of robust, efficient, and stable financial markets. As the 
principal regional public sector financial institution, the assistance 
provided by the ADB to institutional and financial sector reform in crisis 
countries in Asia reflects the broader role it has established for itself 
in these communities. Australia has strongly supported the ADBk role 
in the Asian crisis countries. 

Notwithstanding the changes occurring in the nature of the 
Bank's activities. Australia supports the Bank's continued focus on sound 
bankingprinciples, particularly the maintenance of a prudent approach 
to reserves and lending. 

Australia supports the Bank's involvement in the Pacific devel- 
oping countries, where it is taking the lead role in reform packages that 
involve macroeconomic as well as structural reform. We further sup- 
port the ADB contributing to packages led by the IMF, provided its 
assistance is linked to the institutional or sector reform aspects of these 
packages. 

We would also encourage the Bank to formulate, as a matter of 
priority, the foreshadowed poticy paper on poverty reduction and both 
its Medium-Term and Long-TermStrategic Frameworks. The early 
development of these frameworks will assist shareholders in their 
consideration of the Bank's financial needs, for both its general capital 
requirements and its concessional financing facility. It is important that 
the need for any replenishment be both realistic and properly justified. 

In regard to the replenishment of ADB funds, I would welcome 
the commencement of discussions later this year on ADF VIII. Indeed, 



to demonstrate ~ustralia's support for the early commencement of 
discussions. I am pleased, on behalf of the Government, to offer to host 
the first formal ADFVlII consultations in Brisbane in October 1999. 

Australia also attaches high importance to the work of the newly 
established ADB Institute in Tokyo. The lnstitute has experienced some 
initial teething problems, but we believe it can assist materially the Bank's 
efforts to contribute to the future prosperity of the region. We welcome 
the new Dean, Dr. MasamYoshitomi, and his commitment to developing 
the Institute into a world class research and training organization. 

In cor~clusion, while the region continues to face considerable 
difficulties, we are confident that sustainable development can be 
reestablished. We are also confident that the ADB willcontinue to make 
the necessary internal changes to ensure that it enhances its current 
role as an effective development institution. Australia remains a strong 
supporter of the Bank and will continue to contribute to its endeavors 
throughout the region. 5. 

AUSTRIA 

KLAUS OEHLER, Head of Delegation 

It is a great honor for me to represent the Republic of Austria 
at the Thirty-Second Annual Meeting of the Asian Development Bank 
here in Manila. 

On behalf of Austria I would like to take this opportunity and 
especiallv welcome the new President. Mr. Tadao Chino, at the helm 
of the Asian Development Bank. We are looking forward to a fruitful and 
mutually satisfying cooperation with you, Mr. President. 

Our special tribute goes also to Mr. Mitsuo Sato for his very 
successful work as President of the Bank. He left his distinctive mark 
on the Bank by initiating its transformation from a mainly financier of 
physical infrastructure projects to a broader-based development 
institution. 

Let me make some comments on the past year and the Bank. 
The impact of the financial crisis which seriously hit the Asian 

region and which posed a genuine threat to the world economy affected 
the Bank's actions throughout the year 1998. Poor governance of the 
financial sector was identified as a major cause for this disaster. The 
Bank played an impressive role in mitigating the situation as it was very 

swift in joining IMF and World Bank initiated remedy operation by 
providing fast disbursing aid to the countries hit hardest by the crisis. 
The Bank's performance deserves respect. 

In the meantime, the prospects for a recovery of the region are 
improving and according to IMF assessments, the economy could grow 
again within the next two years. Preconditions for such a restart being 
of course that governments will stick to the stabilizationcourses for the 
financial sector and continue to implement the necessary structural 
reforms. 

Let me turn to the financial situation of the Bank. 
The quick disbursing lendings affected the resource base of the 

Bank and the issue of a direct strengthening of its capital base by the 
shareholders has surfaced earlier than expected. In this context, we 
appreciate that the Bank before taking steps in this direction intends 
to explore all alternatives which allow a sustainable level of ordinary 
operations without jeopardizing the financial standing of the Bank. 
We encourage the Bank to examine and employ options to expand 
the lending volume of the Bank such as reinterpreting the lending 
headroom, i.e.. by changing from commitments to disbursements, 
or adjustments of lending terms, investment policies and liquidity 
policy before a new capital increase seems unavoidable. In this 
context, due consideration has to be given also on how to contain 
the risks that come along with program lending-exceeding a certain 
safety level. 

Let me come to the Asian Development Fund (ADFj. We under- 
stand that due to currency movements and the lack of income transfers 
from the OCR balance sheet ADFVII resources have been eroded earlier 
than anticipated. Additional need caused by the negative effects of the 
crisis on the growth prospects of the borrowers has occurred. 

IJowever, before a replenishment exercise commences, wewould 
like to see certain concrete commitments by the Bank There is consensus 
among members that the overarching objective of the Bank is poverty 
reduction and we appreciate that President Chino has confirmed this 
in his early statements. Therefore, a well designed poverty reduction 
strategy should be at the outset of replenishment negotiations with clear 
beneficiary targets and governance issues being taken into account and 
a focus on tangible results of envisaged efforts. 

This does, of course, not mean that there is no justification for 
projects other than poverty only projects but apovertyreductionsuategy 
would be a clear acknowledgment by the Bank that poverty alleviation 



is its dominating aim and that all its actions have to be designed with 
a focus on serving this mission. 

In this context project quality has also to be an issue, as 
postevaluation results do not show the desired positive outcome. We 
are convinced that further measures to improve project quality will 
be enacted. 

Having said this, I want to express our~suppor t  for the 
continuation of the Fund. ADE which is targeted to support the poorest 
members, is an important instrument of the Bank and should be kept 
operational. We are therefore ready to participate in the ADF VIlI 
negotiations. 

Regarding budgetary and administrative issues. I express my 
appreciation for the 1999 zero real growth Budget and want to encourage 
management to continue with tight cost controls and further improve- 
ments of the Bank's operational efficiency. 

A few remarks on the future of the Bank. The future of the Bank 
is ctearly Asia and the problems of the region. We believe that the Bank 
should very much aim for a financial and regional balance in the way 
it tackles the problems of its recipient members. This will serve the 
interests of the region as a whole as well as that of the Bank best. 

In conclusion, may I wish you success and luck for your 
important work as the head of the Bank and assure you of our continued 
support. 

1 also want to thank the staff of the Bank for their excellent work 
done over the past year. 

To the Cily of Manila, 1 pay my respect for the cordial hospitality 
extended to us. +:- 

BANGLADESH 

SHAH A.M.S. K I B U .  Governor 

It is a great pleasure for my delegation and myself to join you 
at the Thirty-Second Annual Meeting of the Asian Development Bank. 
1 take this opportunity to extend my warmest congratulations on your 
election as Chairman of this Meeting and thanks for your inspiring 
speech. In welcoming President Chino. 1 also record our appreciation 
of the excellent work done by him and the dedicated staff of the Bank 
for efficientty arranging this Annual Meeting. My appreciation also goes 

to the people and the Government of the Philippines for their warm 
hospitality and excellent arrangements made for this Meeting. 

Since 1997, the Asian economies have been passing through a 
critical period. The Bank, in partnership with multilateral financial 
institutions and governments, has made significant contribution to 
containing the crisis. The crisis has eased, but it is not yet over. The 
corrective measures have a social cost, especially that on the poor, for 
whom social safety net programs are essential.We appreciate the critical 
role played by the Bank in including the critical safety-net components 
in the overall package, which will mitigate the effects on the poor. 

We note with concern that lending from both OCR and ADF has 
declined-and unfortunately at a time when the developing member 
countries (DMCsl needed larger sums for supporting their investment 
and development. The terms for ADF loan have hardened, which will 
impose a heavier burden on the low-income borrowers. Actual flow of 
replenishment also has slowed down. We would urge that the flow of 
replenishment funds, within the amount pledged, be more orderly and 
predictable, which will better meet the needs of the borrowers. We would 
also urge that transfer of profits from OCR operations to ADF resources 
be resumed at the earliest. 

The ADF Vlll negotiations are expected to commence in the 
latter part of 1999. We would urge the donors to ADF VIII to conclude 
the negotiations expeditiously with a higher level of replenishment to 
match the enhanced needs of the borrowing members. While the 
member countries are trying to attract foreign direct investment, it ought 
to be recognized that private flows are not a substitute for development 
assistance. Furthermore, private capital flows are highly selective with 
respect to countries as well as sectors, and public investment in 
infrastructure is necessary to induce foreign direct investment. 

The Bank is considering hardening the terms of OCR. This may 
help only marginally to improve the liquidity of the Bank without 
addressing the basic problem of inadequate resources, while raising the 
cost of funds for the borrowers. We feel that it is not the time to raise 
interest rates by the Bank, when thefe is a softening of rates in Europe 
and the USA. The changes in the world financial markets warrant a 
review. 

Let me congratulate the Bank for choosing "governance" as the 
theme for this year's Annual Report. (Governance-which implies "good 
governance" in our mind-has become synonymous with development. 
The Bank has made a commendable effort in identifying the critical 



elements of good governance-the "four pillars" comprising account- 
ability, transparency, predictability [result oflaw and rule-based admin- 
istration], and participation.) The Bank recognizes plurality of approach 
to good governance which are determined by each nation's "culture, 
geography, political and administrative tradition, economic condition. 
and many other factors" and the need for "conducting detailed assess- 
ment of the government's landscape in each country" before offering 
solutions. We expect that this will provide a realistic basis for pragmatic 
and contextually relevant programs for improving governance. 

May I take this opportunity to inform you of the initiatives 
already taken by my Government under the leadership of Prime Minister 
Sheikh Hasina for realizing the goals of good governance and 
development. These were included in our Election Manifesto (adopted 
in 19961, much of which has been translated into institutional arrange- 
ments. Let me briefly touch on some of our important achievements: 

The central role of Parliament in policymaking and 
accountability has been strengthened by reconstituting the 
Standing Committees chaired by "back-benchers" as 
Chairman and not the Minister as in the past. 

. The four-tier representative system oflocal self-government 
institutions (at zilla, upazilla, union, and village) allows 
larger space for more effective participation by the people 
in the process of governance. As a measure of empowerment 
of women, seats have been reserved for women and 14.000 
women have been elected to Union Parishad. Elections lo 
140 municipalities have been held with high voters turnout 
(70 percent approximately); elections to other tiers will 
follow. 

The Public Administration Reforms Commission (PARCI set 
up by Government has been working to improve the 
performance of administrative institutions and service 
delivery. (The Commission is headed by a civil servant who 
had worked in the national government as well as in an 
internalional organization.) 

We have undertaken deep reforms of the financial sector, 
including adoption of international standard for loan 

classification and provisioning, capital adequacy, and 
improving loan recovery through more effective enforce- 
ment of bankruptcy law and loan courts' jurisdiction. 

The insurgency in Chittagong HillTracts has been peacefully 
resolved without any external intermediation, which is a 
unique case; this has been recognized by the award of the 
UNESCO Houphouet-Boigny Peace Prize for 1998 to the 
Prime Minister. 

(The literacy rate has increased to 56 percent, with female 
enrollment ratio being 49 percent; this has won Bangladesh 
the UNESCO Literacy Award for 1998.1 

The Government is committed to  combat corruprion 
through systemic changes to enhance transparency and 
accountability, as well as legal methods for punishing 
corruption. 

Let me also briefly touch on some recent economic develop- 
ments. We have been able to avoid largely the contagion of the Asian 
crisis (and maintain a steady growth rate at over 5.5 percent in the last 
three years). However, the floods of July-October 1998 took a heavy toU 
on the economy (loss in terms of output and damages to infrastructure 
is estimated at $2 billion and growth for FYI999 is currently estimated 
at 4 percent-about 2 percentage points lower than the potential or 
optimum rate of growth). Nevertheless, we have been able to maintain 
macroeconomic balances by restraining government expenditure and 
taking measures for mobilization of additional revenues. Inflation has 
been low and since February 1999 it has been declining. We expect a 
growth rate of6.4 percent next year, although due to the floods, the rate 
this year is expected to be only 4 percent. 

Finally, I would like to reiterate m); Government's commitment 
to maintaining macroeconomic balances and sustaining structural 
and institutional reforms on the basis of broad societal consensus 
and public support. The sense of pragmatism and diversity of 
approaches recognized by the Bank gives us an assurance that the 

i 
issues can be addressed on a pragmatic and selective priority b a s i s  

Q' and that the problem may not get compounded by trying to do too 
much too soon. .:. 



- - 
BELGIUM' 

GIN0 F! AIZElTA, Alternate Governor 

Introductory Remarks 

It is indeed a great honor and pleasure to address this Meeting. 
1 would like to express my sincere appreciation to the Government and 
people of the Philippines for their warm hospitality and for the excellent 
arrangements for this Meeting. 

I would also like to congratulate President Tadao Chino for his 
election, welcome Vice-Presidents Myoung-Ho Shin and John Lintjer, 
and wish them all success in meeting the challenging tasks ahead. 

Almost two years after the outbreak of the economic crisis, the 
Asian and Pacific region appears to be having some success in clawing 
its way back to economic health. If external developments remain 
favorable, the Asian liquidity crisis could soon be consigned to history. 
Whether this bottoming out will grow into a full-fledged recovery, or 
remain only a shallow and temporary improvement, will depend on how 
effectively the Asian economies wiU deal with structural weaknesses and 
with still insufficient transparency between government, big business. 
and financial systems. 

Policy Challenges for the Asian and Pacific Region 

Reforms are indeed only in the early stages. The road ahead is 
still long and steep. After having recognized that strong macroeconomic 
fundamentals alone cannot guarantee economic sustainability, Asian 
governments will now have to recognize that sustained economic 
recovery will require the completion of massive structural reforms in 
banking and corporate sectors and comprehensive debt restructuring 
programs.Thiswill remain the dominant challenge in the medium term 
since many of the reforms awaited by foreign investors and the inter- 
national donor community have not fully materialized, particularly in 
the fields of debt clearance and restructuring, transparency of the 
regulatory policies, bankruptcy laws, and privatization of state-owned 
enterprises. 

- 
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E:. - .. Lasting solutions to the Asian economic crisis must combine 

$ economic growth with political stability and ecological sustainability. 
In chis context, equitable redistribution of wealth will be a key element 

: to sustainable development and political stability. As millions of jobs 
have been lost, as real wages have fallen substantially, as public 
transfers and services have suffered from budgetary expenditure cuts, 
the poor and the lesser-off households are paying the price of the 
crisis. 

As the rising of social unrest and the breakdown in family and 
community ties may threaten the fabric of society, it is important that 
governments adopt fiscal policies that equitably redistribute resources 

'. and protect budgetarylayouts that provide essential services for the poor. 
Social spending should be kept as much as possible at its precrisis levels 

. by eliminating unproductive budgetary expenditures. 

Policy Challenges for the Bank 

Looking at the Bank's response to the economic crisis during 
the past year. I can see at least three areas of concern. 

First, I would like to stress again-as I did during last year's 
- Annual Meeting-that, in principle, the Asian Development Bankshould 
: not be in the business of fighting international payments crises or of 

balance-of-payments support. The Bank's interventions of this kind 
: should remain highly exceptional, strictly limited to particular crisis 

situations that have a major impact on the development of the region, 
: and clearly justified by the need to complement the efforts of the 

International Monetary Fund. 
Looking ahead, the Bank should refocus and concentrate on its 

role as a long-term development institution. The Bank's core mission 
in the context of the Asian crisis is not to provide quick-disbursing loans 
to crisis-affected countries, but to extend policy advice and to help 
leverage policy and institutional reforms. Unfortunately, in the past year 

, we have witnessed a significant shift in'the Bank's lending operations 
: towards quick-disbursing program loans aimed at supporting the 

balance of payments and the budget of crisis-affected countries. The 
Banknow needs to assess the value of its contributions and their impact 
on the ongoing reform process. The large scale of fast-disbursing loans 
that were approved in 1998 has moreover proven to be clearly incom- 
patible with the income-generating capacityof the Bank. We regret this 
development that has severely weakened the financial integrity of the 



Bank. We therefore believe that every effort should be made to prevent 
this kind of overprogramming in the future. 

In this context, we regret that the renew of OCR lending terms 
could not be completed before this Annual Meeting. We also believe 
that the review of OCR lending terms should include a review of terms 
for fast-disbursing loans that should be priced at a level that protects 
the operational and financial integrity of the Bank. This would be fully 
compatible with the cooperative nature of the Bank. 

Second, during last year's Annual Meeting, I also warned that 
the Bank's overprogramming of fast-disbursing OCR loans was 
threatening its capacity to satisfy the development needs of its poorer 
member countries.We are disappointed that the Bankhas not been able 
to transfer net income to its soft loan window because of strategic 
operational choices that were incompatible with its reserve policy. In 
this context, we should not forget that, only two years ago, the Bank 
was considered as thenlead financier" ofADFVII. This lackof nondonor 
resources will penalize low-income countries depending primarily on 
concessional assistance. 

Given the constraints on the Bank's soft loan window, we 
recognize that we need to plan now for the eight replenishment of the 
Fund. In this context, 1 would like to remind you that, to serve the 
interests of the low-income countries, the Belgian Government has 
decided not to exercise its pro rata rights against thecurrent outstanding 
balance of the United States' second installment payment to ADF VII. 

Third, while we welcome the initiative ofthe Japanese authorities 
to establish and finance a new facility to assist crisis-affected member 
countries, we insist on the need for developing policy responses within 
a framework of broad bilateral and multilateral cooperation. We would 
like to urge Management to reinforce such a framework and to strive, in 
close couaboration with all its shareholders, to shape the recovery of Asia. 

Conclusion 

In closing, 1 am confident that the crisis-stricken countries will 
not delay the necessary reforms and that, within a couple of years, these 
economies will operate normally again. However, we must warn against 
losing a sense of urgency and against the setting in of complacency, as 
the economies move out of the danger zone and into a period of gradual 
recovery. This will require a conscious effort of all partners in the 
development process. -:- 

i 

BHUTAN 

LYONPO YESHEY ZIMBA, Governor 

It is a great honor for me to address the Board of Governors of 
the Asian Development Bank at its Thirty-Second Annual Meeting. On 
behalf of my delegation, I would like to express our sincere appreciation 
to the Government and the people of the Philippines for their warm 
welcome and gracious hospitality. We would also like to commend 
Management and staff of the Bank for the flawless arrangements made 
for this Meeting. 

Allow me to begin by joining the previous speakers in paying 
our sincere tribute to our former President Mitsuo Sato. That the Bank 
was not only able to face up to the challenge posed by the recent 
economic crisis in our region, but in many ways emerge even stronger 
than before, is a shining testament to his ability and his leadership. We 
wish him well in his future endeavors. 

On behalf of the Royal Government of Bhutan, my delegation, 
and on my own behalf, 1 would like to extend our hearty felicitations 
to President Chino on his assumption ofthepresidency.We are confident 
that with his vast store of experience, and the proven record of his 
abilities, the Bank will continue to be in good hands as it crosses the 
threshold into the new millennium. Bhutan looks forward to working 
closely with President Chino and the Bank in the coming years. 

The past year has once again been a challenging one for the 
world economy. Although international economic prospects remain 
somewhat uncertain, we are heartened that those member countries 
which suffered most from the financial crisis, now appear to have begun 
to arrest the decline. Given the increasingly integrated nature of the 
world economy, we are confident that with the cooperation of all 
countries, and the strong commitment of the governments to structural 
and institutional reforms, the effects of the crisis in our region will soon 
be mitigated. However, we must not forgelthe lessons learned from this 
crisis, so that wecan be better prepared to face any challenges that may 
tie ahead. 

We are pleased to note that the Bank has chosen good 
governance as the theme of its 1998 Annual Report. In the wake of the 

; economic crisis, the need for all governments to adhere to the principles 
; of responsibility, accountability, and transparency in their operations 

has become increasingly clear. As a multifaceted regional development 
,; . 



bank, ADB is well placed to play a critical role in introducing funda- 
mental reforms in governance and economic management, not only in 
the crisis-affected countries, but in all developing member countries. 

Although Bhutan emerged only recently from centuries of self- 
imposed isolation, the Royal Government has always been acutely aware 
of the importance of good governance in the interest of social justice 
and economic development. Recognizing that good governance not only 
implies the right policies, but also acceptance of the policies by the 
people, all our policies are formulated after wide consultations with the 
people at all levels. This not only ensures that Government policies are 
transparent and have the support of the people, but also popular 
participation in their implementation. Indeed, as has been widely 
acknowledged by our donor community, we are pleased to inform this 
august gathering that Bhutan has so far managed to escape the malaise 
of corruption afflicting so many countries. Consequently, most of the 
basic services have become available widely and efficiently, and this 
has enabled us to achieve significant improvements in our social 
indicators. 

The past year has been an eventful one for us in Bhutan. Ever 
since his accession to the throne twenty-five years ago, His Majesty the 
King had always accorded the highest priority to decentralization and 
the direct involvement of the people in the decision-making process. 
This process was culminated in July last year when klis Majesty 
voluntarily relinquished his own role as the Head of Government, and 
handed over the administration of the country to a new Council of 
Ministers elected by the NationalAssembly.This profound change, which 
came about solely at the initiative of His Majesty the King, will 
undoubtedly have a far-reaching and lasting impact, not only on our 
developmental priorities and policies, but also on governance in general. 
The Bank, for its part, has been playing a catalytic role in our efforts 
to bring about funher improvements in overall governance. In particular. 
the support extended by the Bank to strengthen our institutional 
capabilities, facilitate regulatory reforms, and develop the private 
sector will have an important bearing on enhancing transparency and 
accountability in government operations and in improving corporate 
governance. 

Bhutan supports the various policy initiatives taken by the Bank. 
We are, however, somewhat concerned that the Bank has chosen this 
particular juncture when the prospects for a recovery of the crisis- 
affected countries seems to be improving, for a hardening of the Asian 

> Development Fund (ADF) terms. Many of the developing member 
-. countries, including my own, have always looked to the Bank's assistance 

hom ADF resources for our crucial development projects. Therefore, 
it may be wonh bearing in mind, that even a slight hardening of the 
terms could have a significant and negative impact on our fragile 
economies. 

Cooperation between the Royal Government of Bhutan and the 
Bank continued to grow in 1998. During the year, the Bank provided 
aloan of $5.7 million for improving urban inhastructure in the two main 
urban centers, and four technical assistance grants amounting to 
$2.2 million. We are fully appreciative of the fact that the Bank has 
adopted a very pragmatic operational strategy for Bhutan which is in 
consonance with our own policies and priorities. In the course of the 
year, we had the pleasure of welcoming a delegation of the Bank's Board 
of Directors to our country. We hope that their visit provided them an 
opponunityto further enhance their understanding ofour development 
priorities and efforts in a difficult geographical environment, and a 
unique political and cultural setting. 

In conclusion, I would like to state that because of the respon- 
siveness and flexibility shown by the Bank in meeting our needs, it is 
now our principal multilateral development partner. We are confident 
that this pannership will continue to grow, and that we can continue to 
look to the Bank's assistance in our future endeavors to develop our 
wunay. -> 

CAMBODlA 

OUK RABUN, Alternate Governor 

It is a great honor for me to represent the Kingdom of Cambodia 
at the Thirty-Second Annual Meeting of the Board of Governors of the 
Asian Development Bank, and to have the opportunity to address this 
august gathering. On behalf of Cambodia's delegation, I would like to 
express our sincere gratitude to the Government and people of the 
Philippines for their warm hospitality and to the Bank's Management 
and staff for their excellent arrangements made for this Meeting. 

This Thirty-Second Annual Meeting takes place when the 
regional economy seems to be recovering from the nightmare of the 
financial crisis that affected severely many regional economies over the 



last two years. However, this recovery seems to be dependent on how 
the developed economies are going to perform. Moreover, the sustained 
confidence in this economic recovery is dso subject to capability of the 
crisis-affectedcountries toconductcorporate and banking restructuring 
to the necessary extent. I think many of us have learned much from 
the crisis. Many meetings, seminars, and conferences on the crisis, its 
causes, its impact, and countercrisis measures were held. However. I 
wish to underline just a few of them: good governance in both public 
and private sectors is the anchor to the sustained economic growth in 
this globalized world; the financial sector and in particular short-term 
capital flow need to be properly regulated; and a new international 
financial architecture has to be reestablished and reinvented to cope 
with the pnwer of globalization. May I take this opportunity to reiterate 
our support for the positionofASEAN on the new international financial 
architecture that was adopted by the third ASEAN Finance Ministers 
Meeting held recently in Hanoi. We appreciate also the technical 
s>sisrance provided by the Bank to the ASFAN Secretariat in supporting 
the regional surveillance mechanism. 

1 am pleased to report to all of you that the most important 
landmark in Cambodia last year was the general election held on 26 1uly 
1998. The election was held in a most peaceful atmosphere, commented 
upon in glowing terms by all international and national observers; over 
90 percent of the electorate cast their votes, an unprecedented turnout, 
itself a testimony to the freedom of expression and confidence in the 
secrecy of the process. Despite some postelection uncertainties caused 
by complaints about the alleged election frauds, followed by 
demonstrations by the parties receiving less votes, the main two parties 
who won the majority of the seats in the National Assembly, under the 
guidance of His Majesty the King Norodom Sihanouk, have managed 
to come to partnership and coalition agreement. As a result of this 
agreement, the new Government was formed in November. Upon the 
new Government formation, Samdech Hun Sen, our Prime Minister, 
outlined the Royal Government of Cambodia's platform for the term 
1998-2003, which defined the strategies and actions in various domains: 
political, economic, social, and cultural. The overriding goal of the 
Government is to  ensure peace, stability, national unity, economic 
development, and poverty alleviation. 

As you know from the international media, the Khmer Rouge 
has been effectively eliminated. Arrangements are now under way with 
participation of the international community to bring to trial some of 

the perpetrators of the terrible atrocities that occurred during the Khmer 
Rouge reign. 

A significant milestone for 1999 is Cambodia's recent entry into 
ASFAN.On the national level, this integration will entail major structural 
reforms. This will be a factor in the promotion, modernization, and 
internationalization of the country's economy. The accompanying 
adjustments will reach into all areas and must be undertaken simul- 
taneously. On the regional and world scale, economic integration is both 
a field of cooperation and an arena of competition. As a result, the only 
strategy for Cambodia is to develop its human resources and get its 
economic and institutional reforms up to the level of the requircments 
of a liberalized and globalized economy. 

I will now turn to the economic situation in the country. The 
past two years have been turbulent ones for Cambodia and for the region 
as a whole. Prior to that we had taken very important, determined, and 
strategic nleasures to reorient our econnmic systems to be led by private 
sector-driven growth, based on market openness. For three years in 
succession, 1994-1996, the economy registered an impressive growth 
of about 7 percent per year; inflation was contained at a single-digit 
level; the national currency enjoyed stability against the US dollarunder 
clear market conditions of trading; and our per capita income doubled 
from $130 in 1990 to $292 in 1996. in spite of about 2.5 percent 
population growth per year. 

However, in 1997, while we were poised foranother year ofnearly 
7 percent growth, we were subjected to the combined effects of two 
coincidental shocks in July 1997: one was the internal instability ofwhich 
you are all familiar; the other was the financial cataclysm enveloping 
all of Southeast Asia, and spreading to other parts of the world. Still, 
in 1997 our growth was a positive I percent, inflation was kept at one 
digit, and our currency did not depreciate as deeply as other nearby 
currencies. 

For 1998, the economic activities of Cambodia decelerated to 
about zero percent growth-the downturn due to the internal political 
situation and to some degree the overall regional crisis. Inflation reached 
double digits at 14.7 percent. For the first time in the last five years, 
h e  Government had to resort to bank financing of the budget because 
of the strongly pressured requirements for expenditures and the lack 
of external assistance to meet them. As a result, the current budget 
balance turned to a deficit of 0.5 percent of GDP instead of projected 
surplus. 



Upon its formation, the new Government has been undertaking 
a number of steps to restore confidence in Cambodia, and reactivate 
economic activity by pacifying thewhole country, improving the security 
situation, and tackling fundamental problems ofeconomic management 
such as strict enforcement of fiscal disciplines, better management of 
natural resources, administrative and military reform, enforcement of 
good governance, fight against corruption, etc. The program of reform 
of the Royal Government was presented to the recent CG meeting held 
successful1y inTokyo, and was fully supported and endorsed by the donor 
community. I wish to take this opportunity to express my sincere thanks 
to ADB and other donors for their support and contribution to the 
success of the above meeting and for their assistance to Cambodia. 

These concerted efforts of the Royal Government have yielded 
some positive signs of recovery, and it is expected that the 4 percent 
growth target for 1999 will be attainable. For the first quarter of 1999. 
we witnessed more confident economic activity, more consumption, 
and more arrivals of tourists. It is also expected that there will be more 
investment influxdue to increase in external assistance and foreign debt 
investment. During the quarter the inflation rate was kept under control 
at one-digit level. The Cambodia currency (riel) was broadly stable at 
around 3.800 riel against the US dollar. The foreign reserves were fairly 
good, securingmore than three months' of imports. Tax revenue reached 
28 percent of the year's target, due to the successful introduction ofVAT 
and customs administration restructuring. 

We appreciate the ADBk role in easing the negative impact of 
the regional financial crisis on the regional economy by a timely and 
effective intervention. We wish to reiterate our support that ADB be a 
broad-based development institution, the idea of which was initiated 
in the previous Annual Meeting in Geneva. We have noted, however, 
that the expansion of the role of the Bank to a certain extent is at the 
cost of its traditional role in project financing in the developing member 
countries (DMCs). In this respect, we have to raise our concern about 
the across-the-board reduction in ADE which negatively affects project 
financing in poor DMCs including Cambodia, while a substantial 
amount of funds goes to financial stabilization of a number of crisis- 
affected countries. We must also express our concern over the approved 
hardening of ADF loan terms, by reducing the grace period and 
increasing the interest charge. 

The Greater Mekong Subregion (GMS) organization will 
continue to be a significant catalyst in the development of the 

'i region. May I take this opportunity to confirm our continued support 
for and participation in the organization. The first loan for a GMS 

,: 
? .  project (Phnom Penh to Ho Chi Minh City Highway Project) was .. 
I. historically signed in March this year between Cambodia,Viet Nam, 
!. and the Bank, which marked a physical move of the GMS. We wish to 

see this type of project being designed and processed more and more 
i in the future. We are also supportive of the four-part strategy adopted 

by the GMS ministerial meeting held at the ADB Headquarters in 
October 1998. 

I would like to once again place on record our gratitude to the 
immense and valuable assistance we have so far received, and we hope 
to receive in the future from the Bank both as concessional loans and 

( by way of technical assistance grant. In volume, scope, and variety, this 
assistance has been of great help to us as we build our economy and 

: society towards a bener, ever-improving future for all of our people. We 
Cambodians also greatly appreciate the advantages of working with the 
Bank, which has broad experiences in development, and look forward 
to continuing strong partnership and cooperation with the Bank. 

May I conclude by wishing you all good health and success in 
your every endeavor. 9 

CANADA 

JIM WRUTHERS. Head of Delegation 

It is an honor to speak today for Canada, at this milestone 
meeting of the Asian Development Bank-our last such gathering of 
this century. The Canadian delegation thanks the Government of the 
Philippines, and the people of Manila for all they have done to make 
us feel so welcome. 

As a founding member, and longtime supporter, Canada 
knows the vital work this Bank does for the Asian and Pacific region. 
We especially want to express appreciation to President Sato, for his 
outstanding record of service and achievement, over these past years 
of constant challenge and rapid change. We also wish to congratulate 
and welcome his successor, President Chino as the seventh President 
of the ADB and to commend him for his inspiring address yesterday 
which displayed such strong commitment to the development of Asia 
Pacific. 



At the Crossroads 

To say that the Bank stands today, at a crossroads is no cliche. 
If anything, it's an understatement. 

The Sato years have done much to transform ADB from a 
traditional project-lender into a full-fledged development agency, 
second to none among the IFIs. The Bank now brings forward a much 
broader and more effective set of policies, and activities. But we 
continue to face new and even more compelling challenges and choices. 
With limited resources, we must reconcile and integrate many urgent 
priorities. 

If the Bank is to remain the region's premier development insti- 
tution, we helieve it must do at least five things and all at the same time: 

I. it must address poverty in Asia as its first and overarching 
challenge; 

2. it must help Asia's economies return to growth and 
prosperity, which, in our interdependent world, is critical 
for global prosperity; 

3. i t  must widen and deepen the progress made over the past 
few years in supporting sustainable social, human and 
environmental development; 

4. it must set out clearly and forcefully its role, in the emerging 
international financial architecture, drawing on its own 
comparative advantages as a regional multilateral 
development institution; and 

5. it must do all these while protecting the Bank's financial 
integrity within its prudential indicators. 

Strategy 

To do this, the Bank needs, more than ever, a renewed, 
comprehensive, farsighted strategy-a shared vision of its place in Asia's 
future. This is the sine qua non for any credible effort to mobilize 
additional resources through replenishment and capital increase. We 
must recognize that no one person and no one country alone can 
produce such a strategy. Each of us, in different ways, sees a bit of the 
truth and can contribute part of the answer. That is why we must work 
multilaterally as a truly multilateral institution. As President Chino said 
yesterday, together, we can shape a strategythat will maximize available 

resources, make the most efficient use of them, and achieve clear and 
measurable development impact, to the benefit of all-the one billion 
Asians living in poverty, the region as a whole, and the rest of the world. 
which is inextricably linked to Asia. 

Signposts 

Speaking for Canada. I can suggest what weconsider useful some 
signposts to guide us on our path. 

First, and most important, the Bank's strategy must never lose 
direct sight of poverty. Different approaches will doubtlessly give 
paramount importance to restoring economic growth and maintaining 
macroeconomic stability-the tide that raises all boats-but we believe 
that any strategy wil l  fail, if it does not give top priority, and first claim 
on resources, to the needs and potential of the truly poor. 

Second, thesubstanceofany strategyfit for thenewmillennium, 
must be made up of innovative policies, programs add projects that 
target neglected areas of development, and provide the intellectual 
capacity to support such efforts. Here,we point to the impressive body 
of policies developed during recent years, covering governance, anti- 
corruption, gender, indigenous peoples, graduation, and NGO relations. 
But there are still some very important pieces still requiring elaboration, 
notably policies on emergency lending and an agreed approach to the 
sensitive issue of nonproductive public expenditure including 
nonproductive military expenditures, where ADB can truly harness its 
credibility as a regional institution with direct understanding, of the 
context of these issues. 

Third, we need to intensify and expand partnerships-between 
developing countries, civil society, bilateral and multilateral donors. 
Partnerships are essential as a means to widen and enhance develop- 
mental results, and as an end in themselves, in terms of sustaining those 
results. 

To create such a strategy, and carry it out, will require real 
leadership from all of us-from the President, from the Bank staff, from 
regional and nonregional member countries. 

For it is only in working together that we ensure that the Bank 
remains Asia's premier development institution in the 2Ist century. 9 



CHINA, PEOPLE'S REPUBLlC OF ' 

XlANG HUAICHENG, Governor 

First of all, I would like to express my heanfelt thanks, on behalf 
of the Chinese delegation, to the Management and staff of Asian 
Development Bank for their efforts in arranging this successful Meeting. 
I also would like to thank the Philippine Government and people for 
all they have done for this gathering. I wish to avail myself of this 
opportunity to warmly congratulate Mr. Tadao Chino on assuming the 
presidency of ADB. I believe, under his leadership, Asian Development 
Bank will make an  even greater contribution to the economic 
development and cooperation in this region. Also, please allow me to 
pay my tribute to Hon. Edgardo Espiritu, Chairman of the Board of 
Governors, and I wish the Meeting a great success. 

The Asian financial crisis, which broke out in mid-1997, is not 
over. This crisis has had serious negative impact and caused damages 
to the economies in Asia as well as the world. By reviewing what has 
happened during the crisis, we should look into the root causes of the 
crisis and find ways to prevent it from reoccurrence. We are of the view 
that the crisis broke and spread against the backdrop of the increased 
globalization of world economy. During the process of globalization, 
countries in the world, particularly the developing ones, are severely 
challenged. Whiie the opening of one's economy and integration into 
international market will no doubt bring about significant development 
opportunities, it is not certain whether a specific economic development 
model and itsassociated economic structure will meet the requirements 
of a market economy and globalization. The crisis once again warned 
us that the developingcountriesshould focus on constant improvement 
of their macroeconomic management and economic restructuring 
based on market principles. To open financial markets, it is necessary 
to be prudent and well prepared on the basis of the country's specific 
rather than aiming at accomplishing the whole task at one stroke. At 
the same time, we should be aware that the existing international 
financial system is no longer compatible with the fast economic growth 
and the process of financial globalization. Nations should join hands 
in setting up a new international financial framework, improving 
regional and global mechanism for supervising and monitoring risks 

Statement delivered in Chmese. Translation supplied by the delegation 

in order to timely resolve economic and financial problems and closely 
monitor excessive speculation in international capital markets. When 
designing a new financial architecture, it is important to give full 
expression to the views and suggestions of the developing countries. 
which I believe, will be of positive significance to the stability and 
development of the world economy. 

In 1998. China's economy withstood the severe tests of Asian 
financial crisis and the catastrophic floods rarely seen in history. To 
overcome the difficulties, we managed to strike a balance among 
development, stability and reform. To boost domestic demand, we 
adopted a proactive fiscal policy through an additional issuance of 100 
billion yuan of treasury bonds and expand credit lending of 100 billion 
yuan through commercial banks for infrastructure project so as to 
stimulate economic growth. China's national economy grew at a rapid 
rate with increase of GDP by 7.8 percent over the previous year. Inflation 
was kept under control and RMB exchange rate remained stable. In 1999. 
China's economy will grow at a relatively fast rate on the basis of 
improved economic structure, better quality and more efficiency with 
predicted GDP growth rate of around 7 percent. To this end. China will 
continue to expand domestic demand h d  consumption by implement- 
ing proactive fiscal policy so as to provide dual boosts of investment 
and demand to economic growth. 

In 1999, China will vigorously carry out reform of the state- 
owned enterprises and accelerate industrial restructuring and 
reorganization.We will continue to guarantee the basic needs of workers 
laid off from state-owned enterprises and help them find new jobs. 
Efforts will be made to promote the separation of the functions of the 
government from those of the enterprises, encourage and suppon the 
sound development of collective, individual, and private enterprises. 
We will implement a prudent monetary policy, increase money supply 
appropriately, use appropriate financial management measures, 
maintain thestability of Renminbi, and minimizefinancialrisks. Besides, 
further measures will be taken to promote the overall development of 
agriculture and rural economy. 

Despite the political and economic vicissitudes in the world, 
we are of the view that the purpose of fostering economic growth and 
cooperationin the region shall still be the foundation for ADB$ existence 
and development. Only by adhering to this fundamental purpose can 
the Bank move on the right track. We appreciate and support the Bank's 
efforts in social, environmental protection, poverty alleviation, 



sanitation, and women issues. Fundamentally however, the sound and 
robust economic growth of the developing countries have provided 
prerequisite and necessary conditions for the resolution of all these 
issues. The Bank should be proud of its direct and indirect role played 
in solving all these problems by fostering the economic growth of its 
developing members. In a word, all policies of the Bank should foremost 
conform to the needs of the developing countries for economic 
development. Addressing these problems at the expense of economic 
growth is like taking branch for root and will fail to achieve the expected 
results. We hope ADB Management could, despite various pressures, 
adhere to the purpose of the Bank for economic development and 
cooperation in the region. 

With increasing international economic integration, the 
developed countries have unshrinkable responsibility and obligation 
to help the poorest developing countries to develop their economy. 
Regrettably, however, we have noted that, in recent years, the ODA by 
the developed countries has not only fallen far below the targeted level 
set by UN, but also appeared to be on the downward trend. It should 
be stressed that helping the poor countries to develop their economy 
not only serves the interests of these countries, but also contributes to 
the economic stability and growth of the developed countries. We have 
also noted that the Bank had to harden the ADF lending terms as ODA 
keeps dropping, which is not conducive to the economic development 
of the borrowers. The developed countries should practically fulfill their 
obligations for the poor countries by increasing their contributions to 
the concessional funds so as to make their due contribution to the 
common development of human kind. We urge the Bank to initiate as 
soon as possible negotiations on the next ADF replenishment. 

We noticed that the Bank's present financial situation leaves no 
room for optimism as it provided necessary support for countries 
affected by financial crisis. In our view, from the cause of the crisis or 
the beneficiaries of the ADB assistance, all members should assume the 
responsibilities so as to solve the Bank's inadequate financial resources 
fairly. The Bank's Ordinary Capital Resources comes mainly from its 
equity income rather than income on OCR loans. Therefore, the level 
of interest rate of OCR loans is not the cause for the Bank's financial 
difficulties, nor is the increase of rate of OCR loans a fundamental 
approach to solve the Bank's problems. The decision to increase the rate 
is in effect to shift the burden of solving the financial inadequacies onto 
the borrowers, which is a wrong and very unfair idea. It will definitely 

have negative impact on the quality of project loans as well as the 
repayment capacity of the borrowers. It will further adversely affect the 
cooperative relationship between the Bank and borrowers and do harm 
to the reputation of ADB as the region's major development institution. 
We hope ADB Management could find new ways to solve the financial 
difficulties and come up with practical and workable measures and 
timetable of implementation. We are of the view that the only fair and 
effective way to solve the difficulties is to realize as soon as possible 
the general capital increase. I should also point out that for the benefit 
of realistic and correct decision by the Board of Directors, we hope to 
see increased transparency at the ADB Management over financial 
issues. 

For over a decade. China and the Asian Development Bank have 
maintained friendly cooperation. The Chinese Government and people 
are sincerely grateful to the Asian Development Bank for its great help 
for China's economic endeavor, reform, and opening to the outside 
world. We sincerely hope to see the further development of the friendly 
cooperative relations between the Bank and China. On this occasion, 
I would like to reiterate that we would, as always, support ADB in its 
efforts to foster the economic growth of its members in this region in 
accordance with the purpose of ADB. 

The21st century is coming, we wish that all the nations will join 
hands for peace and development of mankind. .:+ 

DENMARK 

TORBEN BRYLLE, Alternate Governor 

First of all, allow me to thank the Asian Development Bank and 
the people and the City of Manila for the warm hospitality and the 

:: excellent arrangements provided for at this Thirty-Second Annual 
: Meeting of the Board of Governors. I would also like to extend our 

congratulations to the Bank's new President, Tadao Chino, and the new 
- Vice-President, Mr. lintjer. 

The effects of the financial crisis were again felt strongly in Asia 
in 1998, both economically and socially. The Bank reacted quickly and 

; appropriately to the crisis, and we commend the Bank for its timely 
" 

: involvement in emergency lending programs under these extraordinary ~. ,:. 
. circumstances. 
2. 

L. 



We see it, though, as an  extraordinary situation requiring 
extraordinary responses. Providing fast-disbursing loans should not be a 
normal field of opemion for ADB. Thus, the Bank should not establish a 
practice in this area normally takencare ofby other financial institutions. 

ADB has, however, a particular role in promoting policies and 
programs to alleviate the social consequences of the crisis. Thus, we 
welcome the marked increase in 1998 of social sector activities, reflecting 
the Bank's role in policy reforms and the maintenance and establishment 
of social safety nets in the aftermath of the crisis. 

Neither quality nor quantity of concessional lending to the 
poorest countries should be sacrificed or diluted by the Bank's involve- 
ment in short-term measures to combat the financial crisis. We 
recognize, however, that the Bank is faced with constraints as a 
consequence of the financial crisis. And we welcome the review of the 
financial situation of the institution proposed by Management. This 
could provide us with an  appropriate opportunity to assess the 
requirements for a possible earlier general capital increase. 

In your statement yesterday, President Chino, you rightly 
emphasized the importance of ADF assistance to the poorer member 
countries, and requestedour support for the launchingof replenishment 
negotiations this year.We certainly stand ready to participate in aprocess 
leading to a successful replenishment of the Fund. In this perspective, 
we find that the change in ADF loan terms was somewhat premature, 
considering that this subject would have a natural place in the context 
of replenishment negotiations. 

The President yesterday described how the Bank had gradually 
transformed itself into a development institution. We certainly welcome 
this transformation. We strongly support the President's perception of 
the broader developmental role of the Bank with the overarching goal to 
reduce poverty and improve the quality of life of all people in the region. 

The ADBk efforts should, in our opinion, be focused on the 
promotion of sustainable and socially balanced economic growth, the 
development of social sectors, and paying constant and increased 
attention to the importance of broad-based popular participation in 
the development process. A number of crosscutting themes should be 
pursued-gender, environment, and promotion of good governance and 
human rights. 

Denmark welcomes the new policies of the Bank approved in 
1998-pplicies addressing the issues of anticorruption, indigenous 
peoples, the health sector, and on the Bank's cooperation with NGOs. 

(r. 

Allow me to highlight the new policy on Gender and Develop- 
ment, which we are particularly pleased to support through a three-year 
program enhancing the Bank's capacity in this field in the DMCs. 

In all, we look forward to seeing the translation of these new 
policies into the actual operations of the Bank. 

Heading for the new millennium, the Bank should take up the 
challenges to this region of a still more globalized world economy. 

In this perspective, we look forward to an early presentation of 
the promised policy paper defining poverty reduction as the overarching 
objective of the Bank. 

Furthermore, we think that an updated long-term vision is 
required. Fundamental questions regarding the overall role of the Bank 
need to be addressed, especially after the financial crisis. Recent 
experiences in the crisis-affected countries have demonstrated the 
importance of the linkages among macroeconomic policies, structural 
reforms, and their social impacts. 

The vision should also address the Bank's relations vis-a-visother 
multilateral development institutions. We would welcome a more 
significant and proactive role in promoting coordination with other 
international financial institutions, UN agencies, and bilateral donors 
within the frameworks (UNDAF, CDF) that are currently under 
elaboration. 

We hope the Bank's Long-Term Strategic Plan can soon be 
finalized. 

Let me conclude by complimenting the Bank on the achieve- 
ments that have been made in 1998. Denmark wishes to pledge to you, 
President Chino, and to the Asian Development Bank-as a truly 
multilateral institution-our continued trust and support. We do 
support-in the words of President Chino-your efforts "to make the 
region prosperous, equitable, inclusive, and well governed." -:. 



FIJI ISLANDS ' 

JONE YAVALA KUBUABOLA, Governor ad interim 

I am delighted to joinother delegations in expressing our sincere 
gratitude and thanks to the Government and people of the Philippines 
and the Bank for their warm hospitality and the excellent arrangements 
made for the Annual Meeting. 

I also join my distinguished colleagues in extending to you my 
delegation's warm congratulations on your election as Chairman of this 
year's Annual Meeting. 

I would like to put on record our appreciation to Mr. Mitsuo Sato 
for his invaluable contribution to the work of the Bank during his term 
in office. By the same token, 1 would also like to congratulate Mr. Tadao 
Chino for his appointment as President and we are confident that he 
will continue the good work of his predecessor. We would like to assure 
him of our full support in the Bank's operations. 1 join other Governors 
in welcoming Tajikistan to the fold. 

The Asian currency turmoil has had a profound impact on our 
thinking and in particular the way each of us develops our national 
economic strategies. At the same time, the scale and depth of the crisis 
has severely tested the fundamental role of multilateral financial 
institutions such as ADB in financing the development needs of member 
countries. 

It is interesting to note the fact that the crisis has occurred in 
those countries that were more successful in attracting large inflows of 
foreign private capital. Therefore, the crisis provides valuable lessons 
to our future management of capital flows particularly in small, more 
vulnerable island nations like Fiji. 

The economic and environmental vulnerability in Fiji was again 
clearly manifested in the severe drought and the flow on effects of the 
Asian crisis in 1998. These factors were all beyond our control and led 
to an economic contraction of 2.7 percent in 1998 on top of the 1.8 
percent decline in 1997. 

However, I am pleased to report that Fiji had taken early steps 
to cushion these adverse developments. The Fiji Dollar was devalued 
by 20 percent in January 1998. We have successfully implemented a 
sugarcane crop rehabilitation program.We also increased our marketing 

Statement circulated but not delivered. 

efforts to protect our tourism industry. Although there were declines 
in touristsfrom Asian countries particularly Japan and Republic of Korea, 
these were more than offset by increased arrivals from Australia and 
New Zealand. The devaluation and the ambitious marketing campaign 
were very successful and the number of tourist arrivals increased in 
1998. 

I am happy to report that these measures are beginning to pay 
dividend in 1999. GDP growth is expected to he at around 5 percent 
in 1999. Inflation has fallen hack to 4 percent, our foreign exchange 
position is at acomfortahle level and government debt has been reduced. 

Despite difficult economic conditions, Fiji has continued to 
persevere in its reform program in the area of public enterprises, 
financial management, and public service. In the implementation of 
the reform program, the government is committed to a consultative 
approach with all stakeholders to strengthen ownership and 
sustainability. In particular, I wish to highlight that the new Financial 
Management and Public Senrice Acts will greatly enhance government 
accountability and transparency. 

The vulnerabilities of the small island states like Fiji have been 
clearly highlighted in many studies and explicitly acknowledged by the 
Bank. In this regard, I wish to express my Government's appreciation 
for the Bank's continuing focus on the Pacific region through the 
strengthening of the Office of the Pacific Operations and in holding 
separate discussions with South Pacific Developing Member Countries 
during these annual meetings. 

However. Fiji, an open economy with a narrow export base and 
prone to annual cyclones has never been eligible for ADE We have, of 
course, accepted this ranking by the Bank. I, however, wish to request 
the Bank to continue to assist such member countries as Fiji through 
greater technical assistance. 

Fiji's needs for technical assistance would mainly be in 
institutional capacity and advisory service in the implementation of our 
reform program particularly in the two areas of the public financial 
management and public service reform. 

In conclusion, we would like to thank the Bank for its commit- 
ment to the South Pacific lsland members and particularly its assistance 
to Fiji. We also commend the Bank on its successful operations in 1998. 
Finally, we would like to reiterate our support to the policies and 
operationof the Bankand take this opportunity to wish President Chino, 
Management and staff every success in the challenging year ahead. 5- 



FINLAND 

KIRSTl LINTONEN, Alternate Governor 

It gives me great pleasure to be here today and to address this 
distinguished audience. On behalf of the Finnish delegation, I would 
like to express our sincere appreciation to the Philippine Government 
and authorities, and to the staff of the Asian Development Bank for the 
warm welcome to the City of Manila and the excellent arrangements 
for this Meeting. 

Mr. President, I would like to congratulate you on your election. 
I am confident that the Asian Development Bank will continue its 
successful work under your presidency. 

J also would like to welcome the new Vice-Presidents, 
Mr. Myoung-Ho Shin and Mr. John Lintjer, and use the opportunity to 
present our gratitude to the former President, Mr. Mitsuo Sato, for the 
outstanding work in the Bank. 

The economic situation in Asia has continued to be dominated 
by the crisis. We commend the Asian Development Bank for its swift 
and timely support of international efforts to respond to the crisis and 
to assist the affected economies to recover. The ADB's role in supporting 
the financial and capital market sectors, as well as its efforts to mitigate 
the social consequences of the crisis, is crucial. 

Responding to rhe challenges caused by the crisis has, however, 
affected the Bank's own resources. There is an urgent need to establish 
a common understanding on the ADB's role in emergency lending and 
the consequences thereof. The preparation of a policy on program 
lending including emergency lending has to be considered of utmost 
importance and urgency. We see the Bank first and foremost as a long- 
term development financinginstitution. The crucial challenge is poverty 
alleviation. This role should even be strengthened and must not be 
compromised by emergency lending. 

As President Chino pointed out in his inaugural speech, financial 
markets are less developed in the Asian region and the Bank is right 
to pay increased attention to improve their function. In our view, this 
should make it possible for private capital to take more responsibility 
and leave more mom for the Bank to operate within its original long- 
term development mandate. 

Having addressed the immediate effects and impacts of the 
crisis, the time has come to consider the causes and factors behind the 

unstable financial conditions. Financial stability cannot be established 
without political stability based on the principles of democracy, respect 
for human rights, social justice, the rule of law, and good governance. 
Conuption, inequality, and uneven distribution ofwedth are also threats 
to sustainable development and economic success. 

Thecomprehensive Development Frameworkof theworld Bank 
as a holistic model for eff~cient implementation of cooperation is an 
important initiative indeed especially with regard to the measuring of 
development impact. The focus on governance and institution building 
should encourage improvements in government performance. 

We welcome the plans of the World Bank and the Asian 
Development Bank to continuemeetings later this year to assess progress 
in addressing the social impacts of the crisis. 

ADB has been a forerunner among the multilateral institutions 
in preparing the policies on governance and anticorruption. The 
inclusion of anticorruption provisions in loan agreements shows that 
the Bank is seriously addressing the issue of efficient implementation 
of this policy. We trust that the challenge of full implementation of these 
policies will be given due attention in all future loan agreements. 

Globalization offers a powerful vision for development and 
wealth. Global governance, responsibility,, and political will are needed 
because market forces alone are not sufficiknt to bring about sustainable 
development. The private sector has a decisive role to generate 
employment. 

The major multilateral institutions have been challenged to 
redefine their work. Coherent action and a new kind of cooperation 
demand long-term values to be common.We need clear division of labor 
that should be based on values added by each financing partner. ADB 
and the other multilateral institutions need to participate actively in 
formulating the necessary framework to define and implement their 
role in this new structure. The preparation of a Long-Term Strategic 
Framework for ADB will be an essential and practicalinstrument to make 
human security-as outlined in the opening speech by President 
Chino-a realiq. 

The environmental degradation leads to poverty and remains 
a persistent challenge for all actors in the region. The Bank has to be 
commended for its efforts to foster environmentally sound development 
and to solve the difficult environmental problems. One of the fresh new 
initiatives by the Bank is to cure the environmental damagein the Central 
Asian republics, where my Government is supporting the Bank through 



the Channel Financing Agreement. Another priority in the environ- 
mental sector is supported by the Greater Mekong Subregion Program, 
where the Bank's work is highly valued. 

We are delighted to note that the Bankhas includedon its agenda 
one of the most vulnerable groups of people by preparing for the 
Workshop on Disability and Development. Awareness-raising is the first 
step to include disability issues in the Bank's activities. We have to aim 
at lull participation and empowerment of disabled persons. We feel that 
lhis is a very good precedent also in respect of other international 
institutions. 

In conclusion, I would like to reconfirm Finland's strong 
partnership with the Asian Development Bank. We have great confidence 
in the Bank as a proponent of welfare in the Asian and Pacific region, 
and we are ready to participate constructively in the upcoming 
replenishment of the Asian Development Fund. Finland welcomes the 
opportunity to be your partner in future endeavors to the benefit of the 
region. 

FRANCE' 

PHlLlPPE DE FONTAlNE VNE, Head of Delegation 

1 would like to thank the Philippine Government for the warm 
welcome to the city of Manila, which wif ies  the vitality of the great 
cities of Asia. 

Our session is being held in a new economic environment. The 
year 1999 has been marked, first of all, by the launching of the Euro, 
the single currency 01 250 million Europeans, destined to play an 
important role in promoting growth and financial stability in Europe 
and in the world. I hope that theEurowill becomeareferenceandRading 
currency for our Asian partners, one that can contribute to stabilizing 
and stimulating their economies after the crisis. 

The economic situation of the region has also evolved, and 
encouraging signs of recovery have appeared in several countries 
since October. Nevertheless, the situation remains very fragile, and 
it is necessary to pursue the efforts undertaken while remaining 
vigilant. 

Slarement delivered in French. Translarion supplied by lhe delegation 

In this new context, the Bank, under the leadership of its new 
President. Mr. Tadao Chino, has been able to demonstrate its solidarity 
with the countries of the region. 

I realize that Mr. Chino is a Longtime friend of ADB, since he 
was involved in its establishment. His experience and knowledge of the 
region are very valuable assets for the Bank. 

After nearly two years of intense activity aimed at helping the 
emergingcountries affected by the crisis, our Meeting, while continuing 
to support the development efforts of the poorest, should be the 
opportunity for us to give a new direction to the Bank and to its activity. 

The twin directions involve: 

the pursuit of structural reforms, which is a necessary 
condition for the return to sustainable growth; and 

the control of financial resources and risks for the Bank. 

1. Restructuring the Banking Sector and Corporations 
Key to Sustainable Economic Recovery 

A solution to the crisis requiles the establishment of robust 
national financial systems within an international environment 
characterized by clear rules. 

A paralyzed financial sector, weighed down by nonperforming 
loans, is the main obstacle to renewedlending. It is, therefore, essential 
that the institutional and regulatory framework applicable to lending 
be modified to make it closer to international standards. In this respect, 
1 am pleased to note that restructuring of the banking sector is making 
progress in several countries, such as the Republic ofKorea andMalaysia. 
Nevertheless, much remains to be done and we call on all countries to 
continue their efforts. 

The role of ADB is important in this area, due to its expertise 
and regional proximity. Its efforts to promote the theme of governance 
are essential. It hasintegrated the element ofgovernance in anincreasing 
number of projects, notably in the financial sector, and this should be 
continued. 

At the international level, we should continue to strengthen 
mechanisms for surveillance of  capital flows, prudent control 
(particularly on hedge funds) and transparency, which should also cover 
offshore financial centers.The Interim C~mmittee of the IME whichmet 



this week, noted that progress has been made in this area. IMF, World 
Bank, and ADB should continue to act in this direction. We shall have 
a further opportunity to assess our efforts at a meeting between ADB 
and OECD to be held in Paris on 29 June. 

It is also essential that the principle of good governance should 
be implemented in the corporate sector. Corporate restructuring and 
resolution of corporate debt problems are prerequisites for renewed 
confidence on the part of foreign investors. 

The Bank should, of course, continue to make sure that the 
reforms undertaken are accompanied by social protection measures 
intended to protect the most disadvantaged groups in the population. 

The Bank's operations with the private sector should aim to 
achieve three main effects: 

a demonstration effect, resulting from the quality of the 
operations; 

a stimulus effect, attracting private capital; and 

improvement of the economic environment through 
support for structural reforms. 

Butwe must beware of easy solutions. Certain instruments, such 
as guarantees for bondissuance, c h y w i t h  them certain risks. Prudence 
is required before using this type of instrument, which may produce 
a significant crowdingout effect. We must first carry out a careful analysis 
of the stimulant effect and the system risk involved in this type of 
instrument. 

11. Maintaining a Solid Financial Base for the Bank 

It is proper that ADB, upon the request of its shareholders. 
participate actively, together with the international financial community, 
in efforts to support the countries directly and indirectly affected by 
the unprecedented financial crisis. 

However, the Bank must exercise care if it is to maintain sound 
finances. In particular, the following points must be taken into account: 

The Bank must continue to strengthen its relationship with 
IMF and World Bank. On this point, 1 welcome the 

E coordinating role played by the Bank in developing a regional 
P surveillance system, in collaboration with IMF. Solidarity 

among international financial institutions is essential for 
their effectiveness in times of crisis. 

The Bank's loan portfolio is concentrated on a few major 
borrowing countries. In these conditions, the Bank, in order 
to avoid finding itself in a difficult situation, should set up 
within the Bank an autonomous unit with the task of 
assessing risks associated with each borrower and risk 
concentration for the Bank. 

In 1998, the Bank allocated nearly 45 percent of its public 
sector assistance to program loans. This percentage largely 
exceeds the admissible limit of 15 percent. A response that 
was fully justified by the emergency in 1998 must now give 
way to more classical lending activity. The massive resort 
to program loans must remain the exception, allowed only 
in times of crisis, and be closely coordinated with IMF and 
World Bank. They must involve stricter financial conditions 
than those attached to normal operations. 

As regards the ADE I wish to thank the Bank for carrying 
out the midterm review. I regret that in 1998 the level of 
lending to thepoorest-less than $1 billion-was thelowest 
in the last ten years. France is ready to participate in 
discussions on ADFVIIl, which will come into force in 2000. 
but we wish the Bank to find ways and means of becoming 
gradually self-financing. 

Allow me to conclude by reaffirming French and European 
solidarity with Asia. Europe, which provides 57 percent of total ODA. 
is a key partner in the provision of public financial support to the region. 
France and the member countries of the European Union had the 
opportunity to recall this important role during the recent meetings of 
the Consultative Group for Cambodia and the Philippines in Tokyo, and 
the Consultative Group for Viet Nam and Bangladesh in Paris. France 
continues to declare its attachment to this role; but more importantly, 
it will demonstrate its commitment through concrete acts. For France 
andfor the otherEuropean shareholders, ADB is an essential mechanism 



of our solidarity. I am certain that the Bank will be able to give expression 
to French and European determination. 

GERMANY 

USCHI EID, Governor 

I:irst, 1 would like to thank our Philippine hosts for their 
hospitality and for organizing this event in this beautiful and lively 
country with so friendly people. I also wish to congratulate you, 
Mr. President, for your election. 1 wish you good luck in the execution 
of your duties. I am delighted to be taking part in my first AD5 Annual 
Meeting as German Governor and to have the opportunity to meet you, 
Mr. President, your Management and staff. 

We have come together here in Manila at  a particularly 
challenging time for Asia. In many ofthe Bank's member states, the crisis 
has led to considerable, and often painful, upheaval in all areas- 
business, society, and, most tangibly, the conditions in which the poorest 
people live. 

.WB has been providingvital assistance in overcoming the crisis. 
However, it is now as essential that the governments of the countries 
concerned enhance systematic reform efforts and improve their legal 
and institutional framework, including the establishment of greater 
transparency in relations behveen politics and business. Only if this is 
ensured, will our support be effective. 

As regards the ADB's role, 1 am pleased to see that now, unlike 
at the beginning of the crisis, it is mnving away from helping countries 
maintain their short-term liquidity- which is, and should remain, 
primarily the task of 1ME As a development bank, ADB should focus 
on medium- and long-term sustainable development. We should not 
measure the success of the Bank's work in  terms of volume of 
commitments made. It is the quality of projects and programs that 
counts. Indeed, the transfer of know-how is often more important 
for medium- and long-term development than the mere provision 
of loans. 

I welcome the  concept of a "broad-based development 
institution" as envisaged by ADB. The five strategic development 
objectives of the Bank. namely. economic growth, poverty reduction, 
human development, improving the status of women, and protection 

of the environment are, in essence, concurrent with the present German 
Government's aims underitsglobal structural policy. Allow me, however, 
to describe what I would see as the priorities. 

The aim of enabling people to live in dignity should be accorded 
even greater priority. Poverty alleviation and the establishment of social 
justice should be the overriding aim of our development policies. We, 
therefore, await the presentation of the policy paper on poverty reduction 
with great interest and, to be honest, a degree of impatience. 

Economic grnwth is important. I see it, however. as less an aim 
in itself and more a means of achieving the aim of enabling people to 
live in dignity. 

The promotion of global ecological balance is something to 
which we attach great importance. Sustainable development is only 
possible if ecological balance is maintained. 

It is now generally acknowledged that good governance is 
essential to development.TheBank has adopted important policy papers 
on governance and anticorruption. Yet good governance must not be 
reduced to decisive measures to combat corruption. It encompasses the 
whole range of state action in relation to civil society Society should 
be encnuraged to organize and must have the right and the freedom 
toestablish representative associations. Civil society should be involved 
in transparent and democratic deci&on-making processes. 

Governance aspects should, in future, play a stronger role in 
determining the allocation of resmrces, particularly the allocation of 
concessional resources. In times when it is difficult to mobilize donor 
contributions to the Asian Development Fund, the Fund's resources 
should be allocated in accordance with clearly defined criteria to those 
borrowing countries that are makingvisible progress ongovernance and 
in which it can, therefore, be assumed that the resources will indeed 
have asustainable impact.Thisisanissue to whichwe will have to return 
at the forthcoming ADF VLll replenishment negotiations. 

We had all expected greater net income transfers from the 
ordinary capital for funding ADF MI. High emergency loans and the 
resultant reserve requirements meant that these calculations did not 
work out. However, as regards ADF medium-term funding, we should 
be aiming at substantial net income transfers to the ADE Furthermore, 
I expect those countries that benefited from the emergency assistance 
on very favorable terms-which were much softer than those offered 
by the World Bank and the Inter-American Development Bank-to 
contribute substantially to the financing of ADF VI11. 



Regarding the Bank's resource position. I wish to express my 
expectation that first the Bank makes all efforts possible to enhance its 
stand-alone financial strength. In this context, I welcome and support 
in principle the Bank's intention to increase ordinary capital loan terms 
to a more appropriate level than the current level, which is considerably 
lower than that of other multilateral development banks. But also other 
measures to improve the resource position should be envisaged, 
including hardening terms of fast-disbursing emergency loans. 

Mr. President, I would like to close by saying that I fully support 
the strategy that you outlined in your address yesterday. I am sure that 
ADB will continue to live up to the good reputation it enjoys in Germany 
as elsewhere. .:. 

HONG KONG, CHINA 

JOSEPH YAM, Alternate Governor 

The past year has been very difficult for most of Asia. What 
happened has been so well documented that there is no need for me 
to spend time describing how the region has suffered under financial 
turmoil. But I must record Hong Kong's appreciation of the signifi- 
cant part the Asian Development Bank has played in helping 
economies in the region to cope with the most difficult financial and 
economic circumstances that we have seen for many years. There 
is of course still much to do before the region is firmly on the path to 
recovery again. I am sure the Bank will continue to play a vital role 
in turning the'XsianMess" back into the "AsianMiracle" that we used 
to know. 

1 have three short suggestions for the Bank in its pursuit of this 
noble task. First, as we all know, international finance has outgrown the 
international financial architecture and this has been manifested in 
domestic financial systems of a number of Asian economies not being 
able to cope, resulting in financial meltdown. Financial restructuring 
and financial market development are of top priority if economies are 
to get out of their present difficulties, and if the chances of financial 
turmoil recurring are to be reduced. The Bank knows Asia and is in a 
very good position to provide the necessaty technical assistance. I would 
therefore like to call for more emphasis in this area ofwork and for close 
monitoring to ensure greater effectiveness. 

p 
ii 
< .. Second, the Bank should make more effective use of its limited " resources though a higher degree and a greater variety of leveraging. 
:. I am not exactly suggesting that it should follow the footsteps of the :. 

.: highly leveraged institutions, such as Long-Term Capital Management. 
But there should be scope for some prudent increase in leverage, for 

I example, through more equity participation and the provision of credit 
. -  enhancement services for debt issues. 

Third, there is, I think, consensus in the international financial 
. community that the timely disclosure of accurate financial information 

is crucial to the proper functioning of financial markets. Opaqueness 
,.- undermines liquidity and breeds volatility. Transparency encourages 

confidence and attracts investment flows. The Bank shmlld therefore 
aim at fostering this transparency in its lending operauuns and other 
forms of assistance. 

Mr. President, I am confident that the Bank, under your 
. leadership, will play a lead role in helping Asia through this difficult 
. period. -:- 

INDIA 

VIJAY KELKAR, dternate Governor 

My delegation thanks the Government and the people 01 the 
Philippines for their warm hospitality and excellent arrangements made 
for the Annual Meeting of the Bank. 1 would also like to convey to you. 

, Mr. Chairman, my delegation's felicitations and congratulations on your 
. unanimous election as the Chairman of this Annual Meeting. In your 

address, Mr. Chairman, you had outlined the directions for the Bank 
for maximizing its developmental impact in this region. 

The world economy is going through a phase of uncertainty and 
of recession for the second successive year. The fallout of the crisis that 
erupted almost two years ago shows little sign of retreating. The global 
recessionary trend is likely to continue due to the economic crisis in 

' Brazil, repercussions of the Russian meltdown, the continuing recession 
in Japan, and the initial signs of slowdown in some European economies. 
There are problems for several developing countries due to this 
persistent slowdown, which is likely to affect the economic welfare of 

+ millionsof their citizens. For commodity exports, the problems are more 
severe as prices are predicted to decline further from their prevailing 



low levels. Matters have been further aggravated for developing countries 
by the recent protectionist measures adopted by some developed 
nations. 

Looking ahead, as per the recentWE0 prepared by IME theworld 
output is likely to be lower at 2.3 percent in 1999, compared with 
2.5 percent last year. The world trade is expected to increase marginally 
to 3.9 percent in 1999 compared with 3.5 percent in 1998. Even these 
forecasts may turn out to be on the optimistic side, given several 
potential downaide risks like, inter alia, equity market corrections in 
key financial centers, and high current account deficit in the US. 

Though lndia was not wholly immune to the unfavorable 
developments that affected the whole region by way of shrinkage in 
capital resources and slackening of global demands, we are pleased to 
report that we have performed reasonably well in fiscal years 1997198 
and 1998199.Thecountryposted agrowth ofnearly 6 percent in 1998199, 
which was one of the highest in the world. The agriculture and allied 
sectors registeredagrowthofmore than5 percent in 1998139, compared 
with the negativegrowth rate of 1 percent in 1997198, andwe arelooking 
fonvard to improved growth performances in fiscal 1999-2000. It is a 
fact that domestic uncertainty arising from noneconomic factors had 
also affected the pace of the countryk economic growth. However, with 
strong macro-fundamentals to the economy and prudent management 
of the exchange rate regime, we have achieved the highest-ever level 
of foreign exchange reserves. With these strengths, we feel confident of 
accelerating the development and pace of reforms. We hope the B d  
would augment its lending to lndia in the current year to make up for 
the deficit in 1998. We believe ADB can play an important role and be 
an active partner in the development effortsof the country, and we look 
fonvard to continued cooperation from ADB. However, I must express 
our concern that the effectiveness of the Bank's role will be grievously 
impaired if the size and timeliness of its agreed assistance is perceived 
to be subject to alterations in the midcourse on account ofnoneconomic 
considerations. Once the reliability of the Bank's projected assistance 
program is eroded. DMCs will not be able to draw policy reform 
initiatives with the confidence that the timely backup of the Bank's 
financial support will be available to offset the upfront costs of such 
reform. 

We consider the special theme of this year's Annual Report, 
"Governance in Asia," to be of relevance. Governance does provide the 
necessary backdrop for all economicand social development. The Asian 

crisis had also drawn specific attention to governance issues, particularly 
f . the weaknesses in the financial and corporate sectors that hampered 

the ability of these crisis-affected countries to manage the volatile 
inflows and outflows of foreign capital.The crisis had also equally drawn 

. our attention to the weaknesses in the international financial system. 
It has drawn our attention to the need for reforms in the international 
financial architecture, so as to monitor the capital flows, whose sudden 
reversal had been repeatedly creating havoc in many countries. 

We had extended full support to the initiatives taken by ADB, 
in collaboration with the other multilateral institutions, for providing 
emergency liquidity assistance to the crisis-ridden economies as a 
support for their recovery. We appreciate that this was warranted on 
account of the exceptional nature of the problem. We felt that it was 
justified as a short-term crisis management measure, despite the fact 
that it entailed a major departure in the approach of the Bank whose 
developmental role was chartered to be discharged principally through 
sectoral and project loans. We urge the President to ensure that these 
operations would not be at the expense of the Bank's normal 
development assistance programs, nor would be allowed to affect the 
Bank's own financial soundness, nor pose any constraint in the 
eniargement of its future operatiws, as was assured by President Sato 
in his address last year. 

We see that ADB had so far committed around $9 billion for the 
assistance of the crisis-affected countries and economies. Being the 
contribution from a regional development bank with limited capital 
base, this can be considered as perhaps the most important among all 
such interventions for the assistance to these Asian economies.We hope 
that the Bank will appropriately shore up its capital base as warranted 
by the short-term increasein emergency lending, occasioned by the cri- 
sis, so as to ensure that this extraordinary response does not in any way 
adversely affect its role as a promoter of social and economic growth 
for a l l  developingmember countries, individually and collectively. Many 
of these member countries, which may not fully fall within the 
conventional appellation "crisis ridden" continue in many respects to 
be more in need of concessional developmental assistBnce from the 
point of view of economic and poverty considerations. Primarily. 
development and the removal of poverty in the Asian region shall 
continue to be the primary mission of the Asian Development Bank. 

. ~ 

: , The Asian Development Outlook had forecast that the aggregate 
growth in South Asia would be 5.5 percent during 1999. about the same 



as in 1998. Still, this region continues to be the home for most of the 
world's poor, and faces severe capital shortage in filling the gap in 
funding programs of economic and social infrastructure. Despite the 
very pressing need for low-cost funds, many of rhe DMCs went along 
with the Bank in the painful decisions that it had taken last year, first 
on the hardening of the ADF loan terms and second on the Graduation 
Policy. We hope the Bank would now he able to get a positive response 
from the donors during the forthcoming ADF replenishment exercise. 
AU the DMCs had gone along in the past with the strategy of the Bank 
for allocating surpluses out of the OCR net income, instead of using 
up such income for providing waivers on the commitment fee and 
interest charge, as theworld Bank used to do because such surplus was 
seen as a bulwark against likely future demands for additional lendings 
or fall in investment returns, without endangering the loan charges. 

I invite your attention to these aspects because the primary role 
of the Bank, envisaged in the Bank's Charter and successfully discharged 
by it from its inception, is to provide funds at the least cost for the longest 
possible tenure to the DMCs for their social and economic development. 
We trust that the overstretching of the Bank's resources in responding 
to the exigencies of the financial crisis in the region will not hamper 
the pursuit of these basic objectives of the Bank, as was clearly assured 
by President Sato last year. 

Mr. Chino has taken over as the President of ADB at a juncture 
when the Bank is facing these serious challenges, calling for appropriate 
adjustments in its lending strategy, financial policy, and capital base, 
so as to retain and strengthen its primary role as the provider of cheap 
capital for financing projects, including those forming part of 
appropriate development programs in the DMCs. I am sure that the 
interests of the DMCs would he safe in his hands, as he was one of the 
founding architects of this Bank and is aware, more than anyone else. 
of the development objectives and principles that inspired the creation 
of this institution. 

We sincerely hope that the Bank, with its broad-based 
developmental role, will serve as a catalytic agent for accelerating the 
development process and alleviating the level of poverty in this region 
in the coming years, so that the member countries of the Asian and 
Pacific region can once again play their rightful, proactive, and 
progressive role in the world economic arena. Q 

INDONESIA 

SYAHRIL SABIRIN, Alternate Governor 

May I first extend my warmest greetings to the Government and 
people of the Republic of the Philippines and to thank them for their 
gracious hospitality and assistance during the proceedings of this Annual 
Meeting. On behalf of the Indonesian delegation, I also wish to express 
our appreciation for the excellent organizational arrangements made 
for this Meeting by the Bank's Management and sta& 

It is a great honor for me to represent the Republic ollndonesia 
at this Thirty-Second Annual Meeting of the Asian Development Bank. 
Since the current Government of Indonesia was installed about 
11 months ago, we have done quite a lot and have gone quite a long 
way in our endeavor to attain economic recovery. We pushed ahead with 
sweeping reforms designed to stabilize the economy, reinvigorate 
growth, and mitigate the social consequences of the monetary and 
economic crisis upon our most vulnerable people. It has beenademand- 
ing task indeed, but the task has been made easier to carry out by the 
unwavering support and commitment of the Asian Development Bank, 
other international financial institutions, as well as the governments 
and people of other countries. We indeed grateful for the assistance 
we have received from the Bank, in many forms, especially during the 
verydifficult times we have gone through. We would also like to acknowl- 
edge the broader role being played by the Bank with other multilateral 
and bilateral agencies in coordinating their response to the crisis. 

During 1998, the Bank approved two substantial quick- 
disbursing program loans for Indonesia. The first loan is targeted at 
reforming the banking and financial system. This will be achieved by 
improving financial governance practices, ensuring compliance with 
international standards, increasing the disclosure and transparency of 
financial information, and strengthening the legal and regulatory 
frameworks. The second loan is designed to support the social sector. 
The aim of this facility is to ensure effective utilization of public resources 
for primary education and preventive health care, and to protect 
vulnerable groups against the adverse impact of the crisis. In both cases, 
the loans are being implemented on schedule and in accordance with 
the conditions agreed with the Bank. This work is an indispensable part 
of the rebuilding of the economy. It is ongoing and needs the continuing 
support of the Bank for its success. 



Let me brief you on the developments that have taken place in 
lndonesia since the crisis began, and particularly since the current 
Government took office in May last year. Our first and immed~ate target 
was naturally the stability in prices and exchange rates, and we devoted 
our monetary policy and other economic policies to reach that goal. 
As regards the monetary policy, we set targets of monetary aggregates 
based on a tight monetary policy and established a strict discipline to 
meet the targets. We also stressed the importance of transparency to 
enhance public confidence, whereby the targets as well as the actual 
numbers are announced on a weekly basis. These together have 
apparently improved confidence in our policy management, as well as 
in the determination of the Government to attain stability. Concurrently, 
we also run reform programs in many other areas, including the 
structural reforms to improve competition and abolish state-regulated 
and unfair monopolies, improve bankruptcy law and proceedings, legal 
reforms, and reform and restructuring of the financial sector. 

With such determination and efforts, we achieved stability in 
prices and the exchange rate in less than six months. At the end of the 
third quarter last year, signs of stability emerged, and since then the 
exchange rate has remainedwithin a narrow band of between 7,300 and 
9,000 rupiab per US dollar, and the inflation rate has remained 
consistently low. In fact, the rates were negative in the months of October 
last year and March this year. This month, the inflation rate is also likely 
to be negative. Such stability has made it possible for us to let interest 
rates decline gradually from more than 70 percent in September last 
year to only 33 percent this week for a one-month Bank Indonesia 
Certificate. 

In view of the importance of the social safety net program to 
ease the harsh impact of the crisis on the poor, we continue to improve 
the mechanism, monitoring and infrastructure of its distribution. Such 
an endeavor obviously calls for fast disbursement of international aid. 
On this opportunity, therefore, I wish to express my sincere appreciation 
to bilateral donors and multilateral financial institutions which have 
extended contribution to this program. 

One of the last big pieces of our economic reform program was 
the recapitalization and restructuring of our banking sector. This is an 
expensive program, but it is a must. The banking sector is perhaps the 
sector most severely affected by the crisis. The sharp depreciation of 
the domestic currency, as well as the dramatic worsening of the quality 
of banks' assets, directly impacted the capital base of the balks, resulting 

;. 

in a negative capital base for many banks. This had to be remedied: r-.  
I ,  otherwise the overall banking and financial system would have 
i collapsed, and the whoIe economy would not have been able to recover. 
- ~ We completed our well-planned, well-executed, and transparent 

recapitalization program for private banks two weeks ago. In the 
meantime, the recapitalization and restructuring program for state- 
owned banks is in progress. These programs, together with the 
undergoing restructuring of the corporatesector, should be able to make 
the recovery process rolling. In the process, macroeconomic stability 
and lower interest rates would play a significant role, without which the 
whole progress could be in jeopardy. 

We will continue our endeavor to rebuild our economy. I should 
mention two things that are most relevant in my view. First, we would 
not have been able to go this far in our efforts to reach the state of 
recovery without international cooperation. Second, our degree of 
success in the coming weeks and months will also be determined by 
the state of the world economy. We very much welcome the efforts by 
the world's major economies as weU as other countries, individually as 
well as jointly, to stimulate the sustainable growth for the worldk 
economy and to make the world's economic machinery work smoothly 
and more efficiently. We also welcome the efforts by the international 
community to find ways to pLevent crises similar to those experienced 
by lndonesia and other Asian ecbnomies. Such crises have taken a very 
heavy toll on our economies, and we would like to see that no other 
economies should suffer such a terrible experience in the future. 

Let us work together, closer than ever, to build a better and more 
stable world economy. 

The Asian Development Bank has played, and should continue 
to play, a key role in this respect. The resources available to the Bank, 
however, have been limited. As a result of its responding to the Asian 
crisis, the Asian Development Bank is now facing its own serious 
challenge regarding the availability of future Bank resources. Unless 
resources are available, the Bank's ability to participate fully in the 
rehabilitation of the countries affected by the crisis will be severely 
compromised.We therefore support the initiative now being formulated 
to underpin the Bank's long-term financial viability. Undoubtedly, 

1 strengthening of the Bank's financial capability is a priority, even though - s ,. tinancial strength alone is not enough. An institution such as the Asian 
Development Bankmust have committedand competent people as well. 

: 
In this regard, 1 wish to extend to President Tadao Chino and 



Vice-Presidents Myoung-Ho Shin and John Lintjer my congratulations 
upon their respective appointments. My Government looks forward to 
working closer with all of you and to continuing the excellent relation- 
ship that we have with the Bank and its Resident Mission in Jakarta. 

In conclusion, I wish to express my heartfelt thanks to former 
President Sato for his outstanding contribution in leading the Bank 
during his term, and to acknowledge the tireless effort made by former 
Vice-Presidents Bong-Suh Lee and Pierre Uhel in building this important 
institution. This year poses many challenges for deveIoped and 
developing member economies alike, but through the catalytic and 
inspirational performance of the Bank, may we all proceed forward with 
mutual respect and support for our respective contributions to the world 
and its people. a:- 

ITALY 

AUCUSM ZODDA, Temporary Alternate Governor 

First of all, let me thank the Philippine Government for the 
excenent arrangements made for this Meeting and the Philippine people 
for theii kind and generous hospitality. Let me also express my 
appreciation to the Bank staff and Management for the perfect 
organization. 

I wish to welcome you, Mr. Chino, as the new President of the 
Bank. Your great professionalism and long experience in the interna- 
tional area will add value to the Bank. 

After two years since the beginning of the Asian crisis, it is time 
to try an assessment of this chapter of the history of the Asian economy 
and of this Institution. 

In the Asian region, the financial crisis is over; trade and current 
account balances have improved substantially-although through 
drastic import reduction and the international reserves have grown to 
satisfactory levels. Stock markets are recovering. The real economy, 
however, is still fragile. Particularly worrying are the high unemploy- 
ment levels and their impact on society. Structural reforms in the real 
and financial sectors have been only partially implemented. Of course. 
adjustment requires time, but the general feeling is that the process is 
slow The IFls and this Bank have done a great job in following the crisis 
in Southeast Asia. For ADB, the effort connected to the crisis was 

enormous: about $10 billion, but it was evident that this action was 
decided under the pressure of the events and in emergency conditions. 

; We are convinced that the international financial system must be 
: suengthened to face the challenges of liberalization and globalization. 

In addressing these problems, we attach the greatest importance to the 
activity of the Interim Committee of the IMF, chaired by Mr. Ciampi, 
the Italian Treasury Minister, to improve the architecture of the inter- 
national financial system and to achieve better functioning and control 
of markets. 

All international financial institutions must remain at the 
vanguard of efforts to achieve the necessary structural and policy reforms 
taking due account of social implications and objectives. We 
acknowledge the efforts of Management to characterize the Bank as a 
full-fledged development institution, able to promptly and effectively 
respond to borrowers' changing needs. However, the Bank has limited 
resources, both financial and human. It should focus on the areas in 
which it holds a comparative advantage, cooperating-and not 
competing-with other institutions, and pursuing its institutional 
mandates. 

The Bank should not depart from its institutional mandate. As 
- we noted last year, the increasing share of program loans is a matter 

of concern. Disproportionate amounts of emergency support and ' policy-based lending may threaten the firikcial standing of the Bank. 
as highlighted by the reported increase in the cost of borrowings. We 

, note that for a second consecutive year no transfer from the Bank's 
. net income to the Fund has been possible. Therefore, we are not 
1 surprised that proposals for starting acapital increase exercise have been 
: put forth. For that purpose, we expect the Bank to define its long-term 

operational strategy which would be the basis for a decision on the 
: capital increase. 
+ We continue to stress that the Bank should not abandon its 

traditional role of fostering development opportunities through poverty 
reduction. An enormous effort has been made to redress the financial 
sector. While recognizing the importance of building a more robust 
hancial  sector in the region, we urge the Banknot to overlook the social 
challenges raised by the crises. There are signs of a new emergency: 
declining living standards, large increases in unemployment, poverty, 
malnutrition, child labor, reductions in public spending on health care 
and education. Moreover, the conditions of many people directly 
afiected by the crisis may not automatically improve with the financial 



and economic recovery. Under these circumstances, the Bank Group 
has an important and irreplaceable role to play. It should develop its 
own strategy for responding to the social crisis, with a special emphasis 
on socially equitable recovery and development. 

To cope with poverty, and social emergency, concessional 
resources are needed. To this end, negotiations for the eighth replen- 
ishment of the Fund will start very soon. This will provide us with the 
opportunity to re\lse the Fund policies and programs with the ultimate 
god of strengthening its poverty focus and its effectiveness and impact 
on development. 111 this regard, the Fund should improve the mecha- 
nisms for monitoring thedevelopment impact of its operations; improve 
the capacity to design effective programs in favor of those most in need; 
expand the social agenda to include issues of governance and social 
dialogue; respond to the requirements of those countries in the region 
less directly affected by the crisis but facing similar long-term challenges 
in the social area. These are the policy lines ltaly will suppon during 
rhe replenishment negotiations. 

The support of the poorest countries has always characterized 
the Italian development cooperation policy. Therefore, we w i U  certainly 
continue supporting the Fund and its activity In this context, I am glad 
to announce that the Italian Government will make an additional effort 
in favor of the poorest: a proposal has been defined to write off all the 
credits deriving from ODA and commercial loans to the poorest 
countries by an amount of roughly $1.5 billion. 

Italy remains fully committed to the Bank Group. As a 
confirmation of this commitment, 1 am verypleased to announce that 
a Cooperation Fund for Consulting Services between ltaly and the B a n k  
has been agreed.This is the first CooperationFund ltaly has established 
with the Bank and, as requested by theBank's rules, is completely untied. 
This initiative is fully in line with the new guiding principles of our 
bilateral development cooperation focussed on untied aid. 

To conclude, the future of the region seems today far less gloomy 
than one year ago. The Bank has done a great job in facing the Asian 
financial turmoil. Now i t  has a more diWcult and challenging task to 
accomplish that of leading the countries of the region towards a long- 
term growth path where the keywords are structural, social, and 
economic reforms, poverty reduction, and good governance. Under 
Mr. Chinos guidance and with the dedication of staff and Management, 
I am confident that the Bank will be successful. 

JAPAN 

KIlCHl MIYAZAWA, Governor 

Introduction 

On behalf of the Government of Japan, it is a great pleasure for 
'' 

me to address the first Annual Meeting of the Asian Development Bank 

. . under the presidency of Tadao Chino. 
i First. 1 would like to pay tribute to his predecessor, Mitsuo Sato, 

who left office in January, for the strong leadership he demonstrated 
: during his tenure in addressing the Asian crisis and other daunting 
: issues. With so many achievements to his name, 1 trust you will agree 

that his era will be long remembered in the Bank's history. 
1 would also like to join you in welcoming the new President. 

: Mr. Chino is a good friend of mine, and I have worked with him on a 
; number of occasions. I know for surgthat Mr. Chino is a man ofsincerity, 
: and of enthusiasm for the advancement of Asia. 1 hope that under his 
? presidency the Bank wil l  make further progress as an Asian institution, 
: winning even greater confidence around the region. 

Response to the Currency Crisis 

In the crisis-affected countries in Asia. there are some positive 
signs of recovery: foreign exchange now seems more or less stabilized, 
the volume of exports is up, and since last September, stock values have 
generally been rising. The most urgent task in these cou'ntries is to put 
the economy on a steady track of recovery. 

However, the following two issues are often cited as rnajor 
impediments to attaining sustained growth: (i) financial institutions still 
carry massive nonperforming Loans, thus causing a delay in the 
restoration of soundness in the financial sector; and (ii) corporate debt 
restructuring has made only slow progress. 

It was against this backdrop that I announced last October a 
package of support measures totaling530 billion under a"New Initiative 
to Overcome the Asian Currency Crisis." The initiative aimed to provide 
as much support as possible to help Asia's real economies recover and 
to assist their efforts to bring stability and soundness to their financial 
systems and restructure corporate debts. To date, we have committed 



to provide a total of $17 billion in assistance and have done our utmost 
for its prompt implementation. 

In the same spirit, allow me to highlight two roles the Bank 
should play 

First, the Bank should use its guarantee function more actively to 
help m o b i  the capital needed to restore soundness in the financialsector. 

To restore soundness in the financial sector, it is imperative to 
strengthen the capital base of Bnancial institutions, while disposing of 
their nonperforming loans in a bold manner. The government and the 
public sector in each Asian country have already taken the initiative 
in recapitalizi~~g financial institutions and in acquiring their 
nonperforming loans. The amount of capital needed, however, is so 
enormous that it must be raised in the international market as weU as 
in the domestic market. 

For some countries, however, while the cost ofraisingfunds from 
abroad has passed its peak, it still remains fairly high. The Bank can 
be of great help to Asian economies trying to recover from the crisis 
by designing a program to support their Bnancial sector reform and by 
providing guarantees for external financing, thus paving the way for 
raising capital at appropriate cost. 

I would also l i e  to draw your attention to the Asian Currency 
Crisis Support Facility, which was established at the Bank in March this 
year with Japan's contribution of financial resources. I hope the Bank 
will take advantage of its guarantee function to help the affected 
countries with their fund raising abroad. 

Second, the Bank must help these countries to promote 
corporate debt restructuring. 

Restructuring corporate debts and disposing of nonperforming 
loans held by financial institutions are two sides of the same coin. Thus, 
to develop a sound financial sector, corporate debt restructuring is also 
indispensable. 

In Asian countries, while one can witness ongoing regulatory 
improvements--such as bankruptcy and foreclosure laws to promote 
in effect voluntary out-of-court settlements between debtors and 
creditors-when it comes to the implementation capacity on a judiciary 
level, there is much room for improvement. It is essential for the Bank, 
therefore, to provide technical assistance to support each country's 
efforts to strengthen its implementation capacity. 

One must not forget that corporate debts are held in large part 
by small- and medium-sized enterprises and their debts are yet to be 

disposed. On the other hand, a serious credit crunch has made it even 
more difficult for small- and medium-sized enterprises to secure 
sufficient levels of working capital. To help solve the problem, the Bank 
is expected to provide program loans designed to promote debt 
restructuring, while using the provision of working capital as an 
incentive. 

Issues Facing the ADB 

Mow me to turn to the issues related to the Bank's loans and 
financial resources. 

Today, it is commonly recognized that good governance is 
indispensable for the greater impact of development aid. However, there 
is no single answer to the question: In wbat areas should governauce 
be improved in Asia, and in what way? The Bank should place a prlority 
on considering country-specific measures to improve governance, while 
identifying governance-related issues in each borrower country. Efforts 
must also be continued to make the loan policies--either from the 
ordinary capital resources (OCR) of the Bank or from the concessional 
resources of the Asian Development Fund [ADF)-as governance 
oriented as possible. 

In response to the crises in the emerging economies in Asia, the 
Bank has actively provided assistance. As a result, its outstanding loans 
increased over 50 percent-from approximately US916.1 billion at the 
end of 1996 to approximately US924.8 billion at the end of 1998. 

While it is obvious that such an abrupt increase in lending can 
affect the financial condition of OCR, the Bank's response should be 
commended as being appropriate: the Asian crisis was of such a 
magnitude that it could otherwise have undermined the achievement 
of economic development. I hope that the Bank will maintain its active 
support, while fully taking into account the integrity of its financial 
condition. 

With regard to the Fund's provision of assistance to poor 
countries in the region, the next round of replenishment-ADF VI11- 
is due to start this autumn. 

Asia has the world's largest poor population. Thus, fighting 
poverty using concessional resources has always been a focal point in 
the development of Asian economies. Since its establishment in 1973, 
the ADF has implemented a number of projects specifically targeted 
to the poor, and has made a substantial contribution to reduced infant 



mortality rates, improved access to medical services, and increased rates 
of school attendance.Yet the fight against poverty is far from over. What 
is more, the Asian crisis has produced a new, emerging poverty class. 

The ADB has already reviewed its policy, primarily on the 
borrowers', and hardened loan terms, and introduced a graduation 
policy While appreciating such efforts, I believe that donor countries 
rnust also continue to respond to the enormous capital needs by 
providing as much cooperation as possible. 

lapan stands ready to do its utmost for thesuccessful agreement 
ofADFVII1, notwithstanding our fiscal constraints. Furthermore, in ADF 
VIII, the flexible allocationofADF financial resources to the socialsector 
in crisis-affected countries within the framework of the graduation 
policy is, I believe, worth considering. 

Conclusion 

Although severe economic prospects might last in Asia for some 
time, the fundamentals that once served as the linchpin for the region's 
high economic growth-such as its high savings rate and its diligent. 
high-quality labor-are still in place. 

I f  each country reflects on the economic crisis and continues 
to improve the environment for sustainable growth into the next century, 
I believe that Asia will regain its shine before long. 

In concluding my remarks, I hope that the Bank will, by fully 
mobilizing its resources, play a guiding role, under the leadership of 
President Chino, for the better future of the Asian and Pacific region. v3 

KAZAKHSTAN 

ORAZ A. JANDOSOV, Governor 

Let me follow the previous speakers and start with conveying 
our sincere congratulations to Mr. Chino on his electionas the President 
of the Asian Development Bank. We have known Mr. Chino for years 
and we believe that his presidencywill lead the Bank and its members 
to further remarkable achievements. 

The history of Kazakhstan relations with ADB is a good 
illustration of the benefits the partnership can bring through the 
economic transformation period. During this period the Bank properly 

responded to the Government reform efforts in two ways: through 
diversified technical assistance program customized according to the 
Government needs and through the focused financial support in the 
key public sectors, namely infrastructure, education, and social 
protection. The Government in turn made every effort in building the 
Bank program into the Government reform agenda and in sharing with 
the Bank experience gained through the transformation process. 

We appreciated the Bank's assistance through the first years of 
the reforms. We appreciate i t  even more now when many private 
investment sources have become limitedand demand for Bank resources 
has multiplied due to the crisis. We realize that the Bank capacity to 
invest directly depends on its Fund-raising efforts and in this regard I 
want to urge donor Governments to continue their support to ADB. To 
a greater or lesser extent, the crisis hit all of the economies but it had 
the worst impact on developing countries. Within 10-15 months, many 
of them have been brought back years and years in terms of poverty 
social security, and medical care. People in these countries cannot wait 
forfulleconomicrecovery; they need assistance today and they rely upon 
multilateral organizations. 

We appreciate the necessity of tighteninggraduation procedures 
and OCR terms but at the same time we see here the opportunity for 
subcontracting private banks for an increasing part of Government 
cofinancing. 

Considering the scope of privatization and increasing reliance 
of the country's economy on private sector, we would welcome a 
substantial increase of ADB's role in financing private sector projects. 
In this time of uncertainty and international turmoil, that would send 
an encouraging signal to other investors and thus contribute to the 
country's development. 

Speaking of ADB assistance, I would like to emphasize its role 
in the development of regional economic cooperation. Subregional 
projects help governments to look beyond traditional bordersand ensure 
balanced solutions of many cross-border issues. We regard it as theBank's 
contribution to peace and stability, which by itself is a valuable 
investment in the future. 

Finally, speaking about seven priority areas for ADB listed by 
President Chino in his opening statement, I would like to emphasize 
the remarkable correlation behveen them and long-term priorities of 
the Government and, to me, it is not just a coincidence. It is rather 
evident that despite different economic backgrounds of the countries. 



we, as a humanity, are increasingly facing the same problems. Through- 
out history, the turn of the century has always been a period of distrac- 
tion and instability.This time we accept the challenge with a clear vision 
of the steps to be taken and with determination in talcing these steps 
in cooperation with others. And in finishing my speech 1 want to cite 
a slogan from yesterday's performance "We can make it if we try!" 9 

KOREA, REPUBUC OF 

KYU-SUNG LEE, Governor 

Introduction 

It is an honor and pleasure for me to represent the Republic of 
Korea at the Thirty-Second Annual Meeting of the Asian Development 
Bank. I join my fellow Governors in expressing my appreciation to the 
Government and people of the Philippines for their gracious hospitality 
in hosting this event. 

Allow me also to congratulate President Chino on the great 
success of this Meeting, the first since his inauguration. 

Progress in Korea's Economic Reform and Recovery 

In the year since we last met, every nationin the Asian and Pacific 
region has continued to struggle in one way or another to offset the 
damage, both economic and social, wrought by the financial crisis of 
1997. 

The same is true, of course, for Korea. And although times have 
been difficult. I can report many positive results. In fact, Korea has been 
the subject of praise by the international community for its achieve- 
ments in economic reform and recovery. 

Korea has restored its currency stability with a record level of 
foreign reserves. Our external debt profile has improved dramatically, 
with shon-term debt now accounting for only about 20 percent of the total. 

Improved financial stability, notably the decline in interest rates 
and arebounded stockmarket, has translatedinto recoveryin the realsector. 

Such visible recovery, however, could not have been realized 
without the progress made in economic reform. To be sure, we are already 
seeing a transformation of Korea's economic landscape. 

The financial system has been restructured, with soundness 
greatly improved through the disposal of nonperforming assets and 
recapitalization. In tandem with this, business restructuring programs 

i are being undertaken in the industry sector to reduce corporate debt 
leverage and excess capacity. , 

Restructuring at the sectoral level has been accompanied by 
institutional reforms to embrace global standards in transparency, 
corporate governance, and prudential regulation and supervision. 
Dramatic steps have also been taken to liberalize and deregulate Korea's 
markets. 

None of these achievements, however, suggest that Korea can 
rest on its laurels in light of the persistent volatility in the external 
environment and the social fallout of reform. What's more. Korea must 

. focus its sights beyond immediate recovery to strategies for achieving 
: sustainable growth within the framework of a knowledge-based 

economy in the new millennium. 
As such, Korea will remain diligent in upgrading its socioeco- 

nomic system while presening economic stability and soundness. 

The Fqanded Role of ADB 

Much of the steady progress Korea has made can be attributed 
to the assistance provided by international financial institutions. The 
ADB, in particular, has played an indispensable role by providing both 
financial support and expertise in a prompt and decisive manner. 

In this regard, I would like to extend my sincere appreciation 
to Mr. Sato, the former President of the ADB, for his excellent leadership 
and dedication. 

On the whole, the Asian economies are on the mend. However, 
even though the financial crisis has bottomed out, it has left much 
residual social damage in its wake. Increased poverty, worsened health 
conditions, and lost educational opportunities represent not only a 
threat to economic growth, but also to social stability in already 
weakened social systems. 

At the same time, emerging economies remain vulnerable to 
external risks related to increasing financial linkages across borders. 

In this regard, Korea welcomes the ADB's progression from that 
of a development project financier to a broad-based development 
institution. The Bank's programs for poverty reduction and social sector 
program loans, in particular, are needed to protect the disadvantaged. 



An integration of such nonlending forms of social support with 
that of financial assistance will help to ensure that economic recovery 
in the region will be durable. 

Korea also supports the recent establishment by ADB of a 
regional economic monitoring unit. This, in combination with the 
provision of technical support for improving the surveillance capabilities 
of member countries, will serve well in warding off the risk of future 
crises. 

Concluding Remarks 

This meeting of the ADB Governors is the last of this century. 
As we approach the new millennium, the importance of the role played 
by ADB in the region's economic development cannot be exaggerated. 

Korea affirms President Chino's statement regarding ADB as 
being similar to c home doctor for developing economies in the Asian 
and Pacific region. 

And no doubt, under his excellent leadership, the Bank will 
function as a core institution in the region, leading to economicstability 
and greater prosperity. y.:, 

KYRGYZ REPUBLIC 

URKALY ISAEV, Alternate Governor 

It is a pleasure and honor for me to address the Thirty-Second 
Annual Meeting of the Board of Governors of the Asian Development 
Bank, the last gathering of this century. 

Allow me, at the outset, to thank the people and Government 
of the Philippines for the generous hospitality, as well as the Bank 
administration for the excellent arrangements that have been made 
for this Meeting. I would like to extend my heartfelt congratulations 
to Mr. Tadao Chino for being appointed President o f  the Asian 
Development Bank, and wish him every success in the execution of his 
duties. 

Mr. President, as one of the founding fathers of the ADB, you 
assumed the leadership of the core institution of the region at a period 
of increased poverty and uncertainty throughout the crisis-affected 
economies. 

Today, the world economy is facing severe economic problems 
and challenges. The contagion effects of the Asian and Russian crises 
tested the fundamental economic health of countries around the world 
and many emerging and transition economies have experienced eco- 
nomic and financial difficulties. Increased poverty and unemployment are 
thwatening social and economic stability in many countries of the region. 

We are pleased to see that in a number of Asian countries, 
recovery from the Asian crisis is now under way, though the period of 
recovery appears to be more protracted than anticipated. I would like 
to pay tribute to the work that the Asian Development Bank has done 
in the affected countries, and extend our sincere appreciation to the 
former President of the Bank, Mr. Sato, for the outstanding contribution 
which he has made in dealing with very difficult problems at a very 
difficult time. We believe that under the excellent leadership of President 
Chino, the Bank will make further achievemenrs in restoring confidence 
in the region and in fighting poverty. 

Mr. President, the Kyrgyz Republic fully supports the strategy 
which you outlined in your opening address. The new operational 
priorities of the Bank will certainly help us  in addressing difficult 
challenges. In dealing with the growing poverty and other emerging 
social problems in the aftermath of the Asian and Rusbian crises, the 
role of  ADB is extremely important. Given that ADB has limited 
resources, I urge the donor counnies to secure the financing of the ADF 
lending through ADF replenishment to meet the needs and aspirations 
of the poorest Asian countries. 1 would like to take this opportunity to 
emphasize that  a strengthened financial footing of the ADB is 
indispensable for it to continue making a meaningful contribution to 
Asian development and to poverty alleviation. 

The Russian crisis has severely affected the Kyrgyz economy and 
increased poverty sharply. Real GDP growth slowed to 1.8 percent in 
1998 from 10 percent in 1997, while the current account deficit almost 
doubled.The national currency lost about 50 percent ofits value during 
the last three months of 1998, and the inflation rate accelerated. The 
Government took prompt actions to mitigate the adverse effects of the 
Russian crisis by tightening fiscal and monetary policies. Tax collection 
was improved and public expenditures were rationalized. As a result, 
fiscal deficit was reduced and inflation was brought down. Notwith- 
standing the difficulties, the Government kept the exchange and trade 
regimes liberal. Moreover, a floating exchange rate was maintained and 
international reserves remained at a comfortable level. 



The Kyrgyz Republic remains firmly on the path of market- 
oriented reforms. It became a member of the World Trade Organization 
in 1998 and introduced private ownership on land. The Kyrgyz 
Government is committed to accelerate structural reforms, in  articular 
t u  promote good governance, to strengthen the social safety net and 
alleviate poverty, to restructure and privatize large state enterprises, to 
enforce sound banking principles and recapitalize banks, and to create 
a favorable investment climate and promote free trade. We appreciate 
the role played by the Bank in the development of regional cooperation, 
infrastructure, and human resources, as well as in enhancing 
institutional capacity. We are confident that the Bank will continue to 
support our efforts to build a strong platform for equitable and 
sustainable growth. I would like to assure you, Mr. President, that the 
Bank's assistance will be utilized in the most efficient way. We are 
looking forward to further productive cooperation with the Asian 
Development Bank. 8 

LAO PEOPLE'S DEMOCRATIC REPUBLIC 

KHAMPHOUl KEOBOUALAPHA, Governor 

It is a great honor for me to represent the Government of the 
Lao People's Democratic Republic at this Thirty-Second Annual Meeting 
of the Board of Governors of the Asian Development Bank. 

First of all, I would like to convey our thanks and gratitude to 
the Government and people of the Philippines for their hospitality and 
the excellent arrangements made for this Meeting. May I also convey 
my warmest greetings to the fellow Governors and distinguished 
delegates present here. 1 would also like to join our fellow Governors 
in congratulating Mr. Tadao Chino on his election as the ADB President, 
and in wishing him every success in leading the ADB to the next 
millennium. 

This Thirty-Second Annual Meeting of the Asian Development 
Bank is taking place at the moment when some Asian countries are 
showing signs of recovery from the regional economic and financial 
crisis, while some others in the region still continue to suffer from the 
impact of the crisis. Therefore, the present gathering is of particular 
importance for the member countries of the Asian Development Bank 
to gain more understanding about the genesis and nature of the crisis, 

and to learn how problems emanating out of the crisis can be effectively 
tackled. 

As far as the Lao PDR is concerned, in 1998, the national 
economy recorded a 4-percent growth rate, which was 3 percent lower 
than the previous year. This deceleration was mainly caused by a slower 
growth of the agriculture sector, which accounted for some 52 percent 
of our GDZ: due to the drought conditions faced during the past year. 
This adverse paddy crop year was partially offset by the increase of the 
second crop in irrigated land from 28,000 ha in 1997 to 83.000 ha in 
1998, while the growth in the industry and service sectors was registered 
at 8.5 percent and 4.8 percent. respectively. 

In the face of the highest inflation and depreciation of  the 
national currency ever recorded, the Government of the Lao PDR is 
undertaking decisive corrective measures aimed at restoring the 
country's macroeconomic stability including the use of indirect 
instruments such as the issuance ofcentral bank securities and treasury 
bills at high interest rate, in addition to tightening its fiscal policy to 
redress the situation. 

With a view to creating a conducive environment for sustaining 
high growth with macroeconomic stability, and thus improving the 
quality of life for our people over the medium and longer term, the Lao 
Government will continue to develop the country's economic infrastmc- 
ture while giving due importance to human resources development and 
poverty reduction through the implementation of our mral development 
program. Emphasis is being given primarily on agriculture to ensure 
self-sufficiencyin food products for localconsumption, ago-processing, 
as well as for exports. This will help create a strong foundation for our 
national economy, through linking agriculture to the industry and 
service sectors. We are fully aware of the many challenges facing the 
country as we still lack the necessary human and financial resources 
to adequately implement our development programs.The issue has been 
further exacerbated by the adverse effects of the economic crisis. 

As our country is well endowed with water resources, which in 
the past were used mainly for hydropower production, and to further 
enhance the exploitation of this economic potential to bring greater 
benefits to our people, the Government will pursue a comprehensive 
development of water resources both for hydropower and irrigation and 
other production purposes while preserving the environment. 

At the same time, the Government will continue to strengthen 
its macroeconomic management, and particularly the financial and 





There must also be a thorough review of the Brenon Woods 
institutions after more than 50 years of their operations, to ensure that 
they play a constructive role in promoting development and in averting 
future crises. 

As aleadinginternational financial institution in our region, ADB 
has played an important role in cushioning the impact of the current 
crisis.We hope ADBwill continue to play an important role in rebuilding 
the crisis-affected economies, promoting growth, reducing poverty, and 
supportinghumandevelopment.The next millenium will definitely pose 
greater challenges to the Bank.We trust that ADB will reviewits programs 
and activities so that it can play a more meaningful role in raising the 
socioeconomic well being of developing economies in the Asian and 
Pacific region. 

In this connection, 1 would like to place on record our 
appreciation to the Japanese Government for helping crisis-affected 
countries through the Miyazawa Plan. Out of the $30 billion announced 
under this plan, I understand that $17 billion has been approved. Iapan 
has in fact been the major source of external funding to Malaysia since 
December of last year. We hope Japan will continue to lend its support. 

I would like to take this opportunity to thank Mr. Mitsuo Sato, 
the former President of ADB, for his significant contributions to ADB. 
Our congratulations to you, Mr. Tadao Chino, for being appointed the 
new President ofADB.There is no doubt that your role and responsibility 
would be a challenging one but 1 am confident that with your wide 
experience and knowledge of the region and ADB since its formative 
years, you would be able to guide ADB to achieve its operational and 
financial objectives. Finally, I would like to express our gratitude to the 
Government and people of the Philippines for the warm hospitality and 
excellent arrangements made for the Annual Meeting of the Bank. .:- 

MALDIVES 

ISMAIL SHAFEEU, Governor 

l kould like to take the opportunity of this Annual Meeting to 
congratulate Mr. Tadao Chino on his election as President of the Bank. 
Mr. Chino, having been pan of the secretariat that established the Bank, 
I am confident that under his stewardship the Bank would make 
remarkable progress. 

i. 
1'. 

, . I would also like to thank former President Mitsuo Sato for his 
: contribution to the success of the Bank in meeting the various challenges 

faced by the Bank during his tenure. We wish him well in his future 
I endeavors. 

I would also like to acknowledge with gratitude the excellent 
arrangements and preparations made by the Bank for this Meeting. 

The year 1998 saw some of the countries aFfected by the huge, 
, unanticipated. and unprecedented economic upheavals in East Asia 

emerge out of the crisis stronger. The Maldives believes that the Bank 
responded well to the crisis with prompt and efficient assistance and 
is continuing to do so. However, we also believe that we should not 
become complacent and that the Bank, along with other multilateral 
institutions such as the World Bank and IME should contiwe the work 
started in 1997 in the areas of financial market regulation and reform, 

: and corporate governance. 
My Government is appreciative of the groundbreaking work the 

Bank is undertaking in strengthening the financial markets of the region. 
We believe the bener governance and regulatory reform of the key sectors 
will be a major contributor to achieving the Bank's strategic objectives. 
i.e., economic growth, poverty reduction, human development, elevation 
of the status of women, and environmental protection. 

The Maldives welcomes the increase in the net transfer of 
resources from the Bank to the DMCs and the key roles played by the 
Bank in mobilizing financial resources through its cofinancing and 
guarantee operations. However, 1 wouldlike to express my Government's 
deep concern over the continuing drop in the ADF lending volume, in 
1997 as well as in 1998, when there is an increasing need for concessional 
financing by the poorer DMCs. We are also concerned over the drop in 
volume of TA grants over the same period and hope that this trend is 
reversed in 1999. Countries such as the Maldives need access to these 
concessional resources to sustain and consolidate our growth 
achievements to date. 

The economy of Maldives performed satisfactorily during the 
past year. The Government continued to exercise fiscal and monetary 
restraint. Fiscal and monetary policy stance and reforms were carried 
out aimed at strengthening the foundations for sustainable low 
inflationary growth. New revenue measures were introduced and h n h e r  
strengthening of the budgetary controls were undertaken. Monitoring 
regimes of the public sector enterprises were strengthened and 
additional reform of the sector undertaken. For the fifth consecutive 



year the budget has been in a modest surplus and we continue to reduce 
the cumulative monetarized budget deficit created in the 1990s. The 
rufiyaa has remained stable against the US dollar, and the external 
account and rhe official gross reserve positions have continued to 
register improvement. 

Maldives will continue to follow flexible and pragmatic growth 
policies. The economic policies of the country will be aimed at sustaining 
the economic growth that has been achieved so far.To this end, economic 
policy will mainly aim at prudent macroeconomic management to 
ensure sustainable low inflationary growth. 

The outlook for 1999 looks good. Our aim is to sustain GDP 
growth at the same rate as in the previous year. However, this growth 
rate can be malutained only if the key sectors of the economy are not 
affected by any unanticipated vagaries in the international economy. 
and if adequate levels of aid and concessional loans are forthcoming 
from our development partners. To achieve sustained growth into the 
new millennium, Maldives will require continued assistance of the 
international donor community so that adequate investments in 
essential social and economic sectors can be continued. 

We note with appreciation that the Bank has met all the 
requirements placed on it in the course of the ADF VII negotiations. In 
particular, we note that the graduation policy for access to ADF and 
OCR has been reviewed and reformulated. We would like to emphasize 
that the Bank, in applying graduation criteria to DMCs, take special note 
of the special circumstances, such as the economic, social, and 
environmental vulnerabilities facing small island DMCs.We would argue 
that generally accepted economic criteria such as per capita GDP, 
augmented physical quality of l i e  index, and economic diversification 
index, while being indicative, can be misleading especially when applied 
to small island developing countries--ane with a geography as extreme 
as that of the Maldives. Graduation from the ADFwill seriously hamper 
our developmental efforts, possibly resulting in macroeconomic 
destabilization and derailment of the achievements of the past several 
years. We would strongly urge that the issue ofgraduation of small island 
countries such as the Maldives be considered in the context of structural 
issues that face small island economies. 

Before 1 conclude. 1 wish to thank the Bank for the support and 
assistance given to Maldives. My country is appreciative of the Bank's 
recognition of our development needs. We look forward to working 
closely with the Bank in our development endeavors. 

May I once again congratulate Mr. Chino and wish him and his 
colleagues well in their future endeavors to improve the welfare of the 
people of the Asian and Pacific region. + 

MONGOLIA 

JlGJlD UNENBAT, Governor 

1 would like first, to extend o w  warmest greetings and sincere 
thanks to our gracious hosts, the Government and people of the 
Philippines as well as the City of Manila, for their cordial hospitality 
and excellent arrangements. We very much appreciate the excellent 
organization made by the Bank for this Annual ~ e e t i n g .  Taking this 
opportunity, may I join the other Governors to congratulate President 
Chino on his election as President and expressow confidence that under 
his leadership the Bank will make remarkable progress in promoting 
and fostering economic growth in the region. 

Let me now touch briefly on the main achievements and 
constraints of the Mongolian economy. Duringthe past year. GDPgrowth 
picked up to 3.5 percent, inflation stood at 6 percent which was three 
times lower than the 1997 level. These positive signs of macroeconomic 
stability have been kept for the last four years giving us the feature that 
economic reforms aimed at laying down the foundations for a thriving 
market-based economy in Mongolia are being implemented basically 
successfully. 

However, these achievements are still fragile. This was proved 
in the past year when our external terms of trade were worsened sharply. 
Due to the unsustainable economic structure and small size of the 
economy depending for revenue on a few number of export products, 
the fall of prices for some commodities, as an adverse effect of the 
regional crises and economic difficulties in neighboring Russia, is 
bringing us severe fiscal problems. It  has contributed to the increase 
in the budget deficit that has reached 11.1 percent ofGDP and reduction 
of foreign exchange reserves. This situation is not likely to be improved 
in the near future. 

1 have to also mention that delay on release ofthe second tranche 
of the financial sector program loan, as well as fiscal deterioration, have 
prolonged structural adjustments in the banking sector. l t  is clear that 
a healthy banking system is an essential background to enhance 



macroeconomic stability. We do hope that the Bank, our largest donor, 
will consider specific circumstances of the recent situation we are 
passing *rough, and the remaining tranche of the loan will be released 
as soon as agreed conditions are in place. 

In order to overcome economic difficulties we are facing 
currently, the Government of Mongolia started to implement d e f i ~ t e  
measures to achieve the main objectives of the medium-term 
development strategy of Mongolia. These are: to enhance macroeco- 
nomic stability attained so far, promote sound governance, strengthen 
private sector growth, and fight against corruption. As far as the real 
economy is concerned, further improvement of our export-oriented 
industries, and creation of a better environment for foreign direct 
investments are needed. 

I would like to mention that recently we have held a National 
Workshop on "Medium-Term Development Strategy of Mongolia" 
assisted by the Asian Development Bank, UNDE and USAID. This 
workshop was very helpful to examine thoroughly the development 
strategy to bring Mongolia onto a sustainable and councry-specific path 
of development, and search for the economic and social means to 
achieve that vision. 

We believe that the right strategy, prompt and definite 
undertakings and measures of the Government, and assistance and 
support of the international organizations and donor countries would 
help us to overcome recent severe difficulties, and our democratic path 
transition to a market-oriented economy will achieve its main goal- 
satisfaction of human needs. 

Taking this opportunity, I would like to express on behalf of the 
Government of Mongolia and the Bankof Mongolia our sincere gratitude 
to the governments of all our friendly cour~tries and international 
organizations for their continuous assistance and support in this hard 
time of the transition to the market economy. It is worthwhile to mention 
that we are extremely grateful to the Asian Development Bank, its 
Management and staff, for their valuable support and assistance. 

I would also l i e  to wish the Bank future success in its leadership 
role in supporting economic growth and cooperation in the region. ,:- 

? 

i. MYANMAR 

KHlN MAUNG THEIN, Governor - 

It is a great pleasure for me to address thisThirty-Second Annual 
Meetingof theAsianDevelopment Bank. First ofall, may [full-heartedly 
welcome our new President, Mr. Tadao Chino, who assumed his 

- assignment in January 1999.1 am confident that with his able guidance, 
: this Annual Meeting and future Bank initiatives and operations will 

. achieve tangible results for the member countries. And may I extend 

:j my sincere thanks to the Board of Governors, Management, and staff 
for the superb arrangements and warm hospitality extended to us. 

I would like to express my deep appreciation to the Bank for 

. its effective and substantive financial and technical assistance to the 
member countries for their sustainable economic development. The 
Bank has demonstrated and we all have witnessed that the developing 

' countries could not sustain the economic and social development 
' without the cooperation and coordination from the Bank. We have 

learned that the financial crisis had severely hit Association of Southeast 
Asian Nations (ASEAN) nations and without necessary and timely 
contribution of the Bank, some of the member countries could not be 

: able to withstand the financial difficulties within a short period of time. 
Taking this opportunity 1 would like to highlight some of the 

current economic developments in Myanmar. At present, the State is 
striving to attain development of agriculture as the base, and all-round 
development of other sectors of the economy as well. We successfully 

i. implemented the Four-Year Plan (i.e., 1992193 to 1995/96), whereas the 
average annual growth rate of GDP reached 7.5 percent against the target 
of 5.1 percent. We are now implementing the Five-Year Plan (i.e., 19961 
97 to 200012001). We achieved 6.2 percent growth rate in the first year 

' and 5.8 percent in the second year. In the third year we achieved the 
growth rate of 5.0 percent. This slight decline was mainly due to 

: unfavorable weather conditions. 
I would like to mention that concerted efforts have been made 

to enable a strong base in the agriculture sector with the extensive 
participation of private entrepreneurs and the encouragement of 
national entrepreneurs to invest in the agriculture sector to do large- 
scale farming, especially to tame vacant, fallow, virgin, and wetlands 
and to raise per-acre yields and boost agricultural output. Nowadays, 
over 360,000 acres for paddy cultivation have been taken by 



43 enterprises in Ayeyawaddy, Bago, and Yangon divisions in the lower 
part of Myanmar. Furthermore, about 230,000 acres for beans and pulses 
have been extended in Magwe Division of the middle part of Myanmar 
by 10 enterprises, and also over 530,000 acres for rubber and palm oil 
have been taken in Tanintharyi Division by 19 enterprises. Another 
prominent measure being undertaken is "The Greening Project" in the 
dry zone which lies in the middle part of Myanmar. A three-year project 
for greening of the nine arid districts started in 1994. At present, the 
project area has been extended up to 13 districtswith the strong support 
of the State and the local people. It is being implemented in the districts 
of Sagaing, Mandalay, and Magwe divisions. 

l o  support the agriculture sector, new dams, and irrigation 
canals, and reservoirs have been built all over the country. Renovations 
are also made in the existing reservoirs and dams to increase food 
production, and the surplus will be exported to ASEAN nations and 
neighboring countries which are facing food problems. Myanmar has 
been striving not only for self-suhiciency but also for the benefit of food 
shortage countries in the region by boosting agricultural output, but 
the Bank has knowingly ignored providing possible assistance to 
Myanmar. In this respect, I would like to reiterate that in the last Annual 
Meeting I had pointed out that the Bank should seriously consider 
Myanmar, which should have equal opportunity, the same as that of 
the other members without political influence according to the Bank's 
Charter. However, there is no positive response from the Bank after one 
year has lapsed and even though we hadsent a letter to the Bankofficially 
since 1998. It is unfair to neglect Myanmar because Myanmar has been 
a legitimate member of the Banksince 1973. Furthermore, the Bank has 
ignored providing its assistance to Myanmar although Myanmar has 
been striving to develop her economy not only in the urban areas but 
also in the remote border areas out of her own limited financial resources 
to raise the standard of living and ultimately toward poverty alleviation 
throughout the country. Myanmar has been undertaking the following 
projects for rural development. 

constructing feeder roads; 
building minihydropower stations; 
upgrading and construction of schools and hospitals; - construction of bridges; and . availability of drinking water and water resource 
development. 

It is undeniable that at this moment, there is no question at all 
to raise when and why the Bank has to support Myanmar's endeavors 
for her economic development by providing possible assistance to 
Myanmar like other members of the Bank, because all the projects and 
initiatives undertaken by Myanmar are within the internationally 
recognized frameworks of environment and basic human needs. Even 
though Myanmar has been regularly providing updated statistical 
data on her economy to the multinational financial institutions 
whenever necessary, however, these institutions are ignoring to provide 
any possible assistance to Myanmar since 1988. Myanmar wants to be 
treated equally. 

May 1 now touch on the regional related important social issue 
of "The Eradication of Narcotic Drugs Program" which has been 
launched in the border areas. In order to uplift the socioeconomic lives 
of former poppy growers, substitute crops such as paddy, coffee. 
sugarcane, corn, buckwheat, etc., are introduced especially in those hilly 
border areas. The cereal called buckwheat of local variety has been 
cultivated in Shan State for quite some time, particularly in Lashio, 
Kutkai, and Kokang area by the native people for local use. But now, 
because of the importance and effectiveness of the program, the 
Japanese Government in collaboration with the Ministry for Progress 
of Border Areas and National Races and Development Affairs, Japan 
buckwheat (Kitawasi) was introduced firstly in the Kokang region of the 
border areas and then expanded to Laukkai area in the Northern Shan 
State. This crop has now become a favorite cash crop of the local people. 
In addition, the local people are happy to abandon poppy cultivation, 
which has brought a disgrace on their families for years. As a result, we 
dec1ared"Mong-laheass in theEasternShan Stateas aWDrugFree Zone" 
in April 1997. During 1998 and early 1999, the officials from the Liberal 
Democratic Party of Japan visited and witnessed the successful 
implementation of the program. 

In this context, 1 wish to note that the Government has so far 
spent about 10 billion kyats in promoting the socioeconomic lives of 
the national races in the border areas. May 1 urge the Bank to take into 
serious consideration our economic development activities being 
implemented without any financial aid from donor countries and 
multilateral organizations? It is an opportune time to assist Myanmar 
for the development projects, which are accorded high priority and also 
pronounced to have consistency with the BanFs criteria of poverty 
reduction and protection and conservation ofenvironment in the region. 



Ln conclusion, on behalf of the Myanmar delegation and my own 
behalf I would like to express our profound thanks once again, to the 
Management and staff of the Bank for the warm hospitality and excellent 
arrangements extended to us during our short stay in Manila. We look 
forward to the years of success in the Bank's operations under the able 
leadership of President Tadao Chino. 

NAURU ' 

KEN WALKER, Head of Delegation 

I would like to preface my remarks by joining other Governors 
in extending my thanks and those of my delegation to the Government 
and people of the Philippines for the warm welcome and hospitality 
that they have once again extended to us. Manila, as the "home" city 
of the Bank, is familiar to many of us but it is always a pleasure to visit 
this dynamic city. 

We are also very pleased to welcome President Chino to his first 
Annual Meeting as President of the Bank. We have been fortunate in 
the high calibre of Presidents that has resulted in the Bank becoming 
the leading development institution in the world and we are confident 
that President Chino will lead the Bank to even greater achievements. 

Nauru has been classified as developing member counuy and 
early this year we signed a loan agreement with the Bank whereby we 
received a $5-million Fiscal and Financial Reform Program Loan together 
with a technical assistance grant for Capacity Building for Financial and 
Economic Management. We are most grateful to the Bank for the as- 
sistance that it is providing to enable us to correct serious and funda- 
mental weaknesses in the economy of Nauru. 

1 am very pleased to be able to report that we have satisfied all 
of the first tranche conditions and the Loan was declared effective on 
19 February 1999. We have reduced working hours by 20 percent for 
selected categories of public servants with corresponding reductions 
in wages and a reduction in retirement age. The 199811999 budget 
provided for a 15 percent overall reduction inwage-related expenditures 
and a number of nonprofessional and nonmanagerial positions have 
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been abolished. navel allowances have been reduced and a staffredun- 
dancy program is being prepared. 

Significant progress is being made in achieving second tranche 
conditions.We plan to provide for a further 20 percent reduction in wage- 
related expenditures in 199912000 and reduce travel, entertainment, and 
office expenditures by 25 percent. Significant staff reductions will be 
made in the N ~ U N  Phosphate Corporation and in RONFIN.The services 
of internationally recognized consultants will be engaged to establish 
the net assets of the Nauru Phosphate Royalties Trust and the total 
indebtedness of the Government and statutory bodies. A private sector 
cannot be established to any major degree on Nauru without the 
establishment of a foreign hank branch or joint venture hanking 
company and we are making good progress in achieving this. We are 
confident that we will be successful in meeting the requirements for 
the timely release of the second tranche. 

We are also determined to meet the requirements of the third 
tranche as and when this is due to be released. 

With the assistance of the Bank, a policy matrix has been de- 
velopedwith a number of key objectives, notably a reduction in the fiscal 
deficit, enhanced returns from the Nauru Phosphate Corporation and 
the Nauru Phosphate Royalties Trust, improved transparency and ac- 
countability of budget processes, the establishment of a viable banking 
system, improved efficiency and effectiveness of the public service, a 
softening of impact of reforms, and continued social and community 
participation in the reform process. In addition, we are working to 
establish a suitable framework for the creation and expansion of a 
nourishing private sector on Nauru. 

The creation of a viable private sector is no easy task requiring 
as it does the identification of suitable activities, the development of 
human skills, and the provision of an appropriate financial sector. All 
of these pose serious problems, hut we have already commenced by 
identifying areas of government activity suitable for privatization and 
we are encouraging private enterprises bidding for these contracts to 
employ, to the extent desirable, retrenched public servants. Unless we 
are successful in finding alternate employment for these public servants. 
an undesirable increase in unemployment is inevitable. 

The reforms that the Government is introducing are wide-ranging 
and will impose considerable hardship on our people. They will only 
he successful if we have the full support of the Nauruan community, 
and to achieve this we held a four-day National Economic Summit in 



February, that was not only attended by many of the community, but 
accessed a wider audience by being broadcast on Radio Nauru and on 
Nauru television. This summit was very successful and will be followed 
by other similar meetings as and when required. Thus, a similar 
community meeting was held in mid-April to review aspects of the 
rehabilitation of mined phosphate land. 

While we are grateful for the Fiscal and Financial Reform 
Program Loan that we have received, I wouldnote that this loan is funded 
[torn UCR funds rather than from ADF funds. It would assist us even more 
if Nauru would access ADF fun& in such future loans as may be required. 

The only real resource that is available to us in Nauru is our 
phosphate deposit and, apart from the fish in our exclusive economic 
zone, when this deposit is exhausted we will be an economy devoid of 
real resources. 

Nauru, like other Pacific DMCs, has been adversely affected by 
the Asian financial crisis which had a direct impact on sales of our 
phosphate. Unlike other countries, we have little, if any, private capital 
infloxs and we are unable to service debt incurred in past years. 

A major objective of the reform program is to reduce 
Government spending (and private consumption spending) to the point 
where we can live within the limited means available to us. 

Real GDPper capitahas fallen substantially in recent years and, 
given the very limited life of our phosphate deposit, must fall further 
as the deposit is progressively depleted. 

Nauru's future, as a virtually resourceless economy, appears 
bleak and we hope that the Bank will take our current and future 
situation into full account when future loan assistance is being 
considered. 

Quite apart from this major fundamental physical resource 
constraint we, like many other Pacific island countries, suffer from other 
constraints that are much less of a problem for developed countries. 
Apart from locally caught fish and coconuts, virtually d of our food 
and other requirements are imported. Not only are these items 
expensive, reflecting the cost structure of countries that export to us, 
but because of the vast distances in the Pacific there is a considerable 
freight burden that we must c a w  These factors add to the cost of goods 
in Nauru and in other Pacific DMCs and strain our financial resources. 
Until only a few years ago, we even had to import water on a regular 
basis during the many droughts that we had to contendwith. Fortunately 
a desalination plant has proven to be of great assistance to us. 

As noted above. Nauru has only one real physical resource, 
phosphate, and though we are an extreme case, other PDMCs have 
Limited exports thatmakes us all vulnerable to swings in market demand. 
We can trace our own financial problems to the collapse in demand for 
our phosphate in the early nineties, and it is only in recent months that 
demand is showing some signs of recovery, albeit to levels well below 
those prevailing in the 1980s. Other PDMCs have experienced natural 
disasters that have had a dramatic impact on their exportsof agricultural 
products. Most PDMCs are highly vulnerable to market and climatic 
forces that are totally beyond our control. 

Environmental issues are also of importance to Nauru as well 
as other Pacific DMCs. We all have serious environmental problems of 
one form or another, and many small island states in particular are 
vulnerable to the impact of global warming on sealevels.Environmental 
matters have been subject to significant discussion in various 
international fora and we, together with other Pacific DMCs, earnestly 
hope that all countries will implement the recommendations and 
accords that have flowed from these meetings, especially the Kyoto 
Accords of December 1997. The whole world will be affected by 
progressive degradation of the environment, but we in the Pacific (and 
small island states elsewhere) will be the first to be affected by global 
warming. This is a matter of survival for us since rising sea levels will 
render many islands uninhabitable. 

Given the serious economic, financial, social, and other 
problems that many Pacific DMCs are experiencing, there is a clear need 
for the Bank to renew the accessof these countries to more concessional 
forms of assistance, and we hope that progress can be made on this 
important issue in as short a time as possible. 

Before I conclude. 1 would like to pay tribute to the important 
work that the Office of Pacific Operations iscarryingout in Pacific DMCs. 

We in Nauru have benefited greatly from this work. Not only 
has OPO provided an important catalyst to the development of our fiscal 
reform program, it has encouraged us to formulate the policy matrix 
that formed the basis of our successful loan application to the Bank, 
and is providing ongoing assistance and advice to us in the 
implementation of the difficult policy decisions that we have taken. 
We are particularly grateful for the sensitivity that OPO has shown to 
the serious social implications of fiscal reform and for the assistance 
that has been provided in reducing the burden on our people of the 
reform process. 



We look forward to continued collaboration with OPO, and with 
the Management and Board of the Bank. Meanwhile we congratulate 
the Bank and its leadership in successfully managing the affairs of the 
Bank in a period of unprecedented difficulty associated with the Asian 
financial crisis, and we are confident that as countries emerge from this 
crisis, the Bank will also emerge stronger and even more effective in 
carrying out its vital development task in the region. .:. 

NEPAL 

RAM BlNOD BHATlMAl, Alternate Govern01 

It is indeed a great honor and privilege for me to address this 
Annual Meeting of the Board of Governors of the Asian Development 
Bank. On behalfof my delegation and on my own, I would like to express 
our sincere appreciation to the Bank for providing me  with an  
opportunity to speak a few words at this august meeting. I would also 
like to express our sincere appreciation to the Government and the 
friendly people of the Philippines for the warm welcome accorded to 
us. 1 also thank the organizers for the excellent arrangements made for 
this Meeting. 

Mr. Chairman, I congratulate you for your election as the 
chairman of this very important Meeting. I am confident that under 
your able guidance, this Meeting would be brought to a fruitful 
conclusion. AUow me also to join fellow Governors in congratulating 
and welcoming our new President. Mr. Tadao Chino, as new leader of 
the Bank. We are very pleased to have him as the President as he comes 
with impeccable credentials and was one of the principal architects in 
the creation of the Bank. Mr. Chino also has had long association with 
and interest in the affairs of the Bank. On behalf of His Majesty's 
Government of Nepal, 1 offer our best wishes to you, Mr. President, for 
the success of your tenure in the Bank. I also express an earnest thanks 
to Mr. Mitsuo Sato, former President of the Bank, for his immensely valu- 
able contribution in general, and the efforts towards containing the 
effects of the Asian financial crisis in particular. His contribution in 
strengthening the financial capability of the Bank has also been highly 
commendable. 

Let me take this opportunity to restate that the functions 
rendered by the Asian Development Bank are extremely important for 

our region in terms of  promoting economic growth, enhancing 
cooperation in the region, and contributing to the acceleration of the 
process of economic development of the developing member countries. 

Despite tremendous efforts put in by individual member 
countries and the Bank, the Asian financial crisis took its heavy toll in 
our region. Economic powth throughout Asia and the Pacific has fallen, 
and some economies even experienced negative growth and social 
turmoil. This certainly is a matter of serious concern to all of us. Many 
countries, including Nepal, which were not directly affected by the Asian 
financial crisis, have also suffered significantly because of the resource 
crunch resulting from the crisis. Our worry has not yet gone away. The 
international financial scenario that we are facing is stiU weak and 
uncertain. We have, however, high hopes on the Bank and its services 
to assist in the recovery of the developing member countries from the 
impact of the financial crisis, and pave the way to avoid recurrence of 
such an unprecedented situation in the future. We are also aware that 
the Bank is making its best efforts to put member countries' economies 
on track with the emphasis on sound economic management system 
designed to promote market confidence, eliminate macroeconomic 
imbalances, maintain prudent financial and banking policies, and 
pursue good governance. I urge the Bank to provide more attention to 
small and poorer member countries, as they are more susceptible to 
the weakening financial situation. The stakes for these members are 
quite high and any inaction and further economic slowdowns could be 
far more alarming for their self-sustaining growth process. 

It is a matter of concern for us that the concessional lending 
(ADF) of the Bank is decreasing continuously in recent years. The 
increase in ADF lending rate has also added burden to us. For a country 
like ours, which is facing tremendous pressure to implement mammoth 
development agenda with a small proportion of domestic revenue to 
finance development programs, and which has yet to establish 
creditworthiness to attract the foreign private capital, the role expected 
from ADF becomes self-evident. I, therefore, reiterate our request to the 
Bank to take necessary measures to reverse the present trend of 
decreasing ADF lending. I also pledge our support to increase the size 
of ADF as early as possible. 

We heartily welcome the Bank's policy on anticorruption. We 
feel that its policy to prorate disbursements under program loans will 
have favorable impacts. The simplification of disbursement procedures 
for program loans will definitely help the borrowing countries in the 



course of reforming their economies. The initiative taken by the Bank 
to expand cooperation with NGOs, I hope, will strengthen the 
effectiveness, sustainability, and quality ofthe Bank's services to member 
countries. Similarly, the Bank's policy to promote gender equity would 
help to include and enlarge economically active population in all 
member countries. 

Now, let me express a few words about the economic situation 
of Nepal. With the initiation of economic reform programs in the early 
1990s, the Nepalese economy began to achieve higher GDP growth rate, 
maintain macroeconomic stabiliry, and improve physical as well as social 
infrastructures for broad-based economic development. However, the 
political instabiliry that has been experienced due to frequent changes 
in the government for the last four years had serious impacts on 
economic management. Fiscal sector largely suffered from the political 
instability and the private sector did not amply respond to the new 
opportunities created by the economic reforms. 

For this year, GDP is expected to grow modestly by about 
3 percent. During the first eight and a half months of the current fiscal 
year, the Government revenue has increased by 16 percent, and budget 
deficit has been brought down around by 40 percent over the same 
period last year. The total outstanding loan of the Government has 
shrunk by 4.5 percent. The rateof inflationduringthe first eight months 
of the fiscal year has remained at 10.2 percent. Foreign exchange reserve 
has increased by 15 percent during the first eight months of the current 
fiscal year and reached 51,090 million. The balance-of-payments 
situation is favorable and monetary expansion is under control. 

In the area of public finance, the Government has made it  very 
clear that there will be no reversal in the implementation of value added 
taxes (VAT). Many issues surroundingVAT have been resolved. Revenue 
collection has been strenghened and tribunals have been set up to clear 
pending cases. A legal limit of Rsl billion has been fixed for the 
government's overdraft. The latter will significantly control 
nonbudgetary expenses. The Government has also emphasized meeting 
the development expenditure targets. 

The present coalition government, which has the primary 
responsibility of conducting free and fair election for the members of 
the Parliament, has continued the policy of improving public resource 
management, expanding economic activities, emphasizing agriculture 
and rural development, employment promotion, poverty deviation, and 
social development. 

k. 
We refirm our policy of private sector development. We have 

: continued the privatization process of public corporations and 
8 facilitated private sector development efforts. We have also encouraged 
: foreign direct investment in the country. We believe that in Nepal, 
' hydropower, tourism, andhigh-valueagriculture are the promising areas 
: of comparative advantage for private investment. We feel that foreign 

assistance and investment would continue to play an important role 
to facilitate the development of these areas. The Bank's support and 
involvement in the private sector-led growth strategy as pursued by 
Nepal would be beneficial and productive for the country. 

Our nation is fully committed to the task of alleviating poverty. 
The Government has accorded high priority for the implementation of 
Agriculture Perspective Plan. We are also allocating increasing amounts 
of resources for health, education, drinking water, and other social 
services. 

We are fumly committed to launch development on the basis 
of decentralization. The Local Self-Governance Bill recently passed by 
the Parliament will provide the necessary legal and institutional 
framework for undertaking local development. We consider that 
decentralization is an appropriate means to empower the people and 
local institutions, and raise their active participatory role in economic 
development that has direct bearing on their welfare and lives. 

We are committed to good governance. Financial accountability 
of the government offices has been made clear and specific through 
the enactment of the law. Government procurement and contract 
awarding activities have been made more transparent. Parliamentary 
committees are also playing active role to enhance good governance. 
Increasing focus is being placed on transparency, accountability, and 
punitive measures where necessary The issue of governance has also 
encompassed the corporate sector. We are very much engaged in 
enhancing the governance in the banking as well as state-owned 
enterprises. 

As 1 mentioned before, the massive task of development that 
we are confronted with makes us rely more and more on external 
resources. We are focusing on the effective and efficient utilization of 
foreign aid through better project implementation to ensure more 
efficient use of foreign aid resources. We have madesatisfactory progress 
in the areas of budget release, contract award, selection of experts, 
counterpart fund allocation, and procurement relating to ;ore@ aided- 
projects. Foreign aid coordination will also be strengthened. 



In sum, I would like to mention that His Majesty's Government 
of Nepal is serious to maintain economic stability, and improve the 
economic situation of the country in spite of substantial financial 
resources needed for the general elections to be held on May 3 and 17 
of this year. In aggregate, the economic management in Nepal has 
improved satisfactorily. I believe that a sound economic platform will 
be handed over to the new Government, which will come to power in 
about a couple of weeks. I assure the Bank that necessary reforms will 
gain an added momentum and urgency after the formation of the new 
Government. 

I also take this opportunity to reiterate that the Asian 
Development Bank is one of the major development partners of Nepal. 
The Bank assistance has covered many important sectors of our 
economy, including agriculture, energy, transport, and social s e ~ c e s .  
We are thanldul to the Bank for its friendly, as weU as consistent and 
strong support to our economic development program. I am confident 
that the economic cooperation between His Majesty's Government of 
Nepal and the Bank will be funher strengthened and become still more 
fruitful in the years to come. O 

NETHERLANDS 

ROB VORNIS, Head of Delegation 

Let me start with a word of gratitude to the Government and 
the people of the Philippines for their warm hospitality in hosting this 
Annual Meeting. We would also like to thank Mr. Sato for the excellent 
job he has done during the last five years as President of ADB. We 
particularly appreciate his effons to make ADB a truly multilateral 
institution. We weIcorne MI. Chino as the new President of ADB and 
look forward to working with him. Mr. Chino has a long-standing 
relationship with the Bank and was even involved in its foundation. We 
have every confidence that his term of office will be a success. 

Since the last Annual Meeting, a new Government has taken 
office in The Nethedands, leading to a shift in the orientation of our 
development cooperation strategy. The shift consists of two main 
elements. First, the new Minister for Development Cooperation intends 
to strengthen cooperation through multilateral channels. Second, to 
increase the focus of our program, it is her intention to reduce the 

number of panner countries with whom we shall maintain a structural, 
bilateral development cooperation relationship on a government-to- 
government basis. In the selection procedure, which is at an advanced 
stage, there are three basic criteria: (i) the poverty level and the need 
for assistance; (ii) the quality of socioeconomic policies; and (iii) good 
governance. Furthermore, in general we will strengthen the sectoral 
focus in our programs. Needless to say, The Netherlands would favor 
a similar approach by the Bank and the Fund. 

Earlier this year the financial markets in Asia started to calm 
down. Indeed it seems that the financial crisis is bottoming out now 
in some countries, which also helps to contain the risk of contagion 
to other markets. Congratulations seem in order to the governments 
from Southeast Asia with the adjustment effons they have made and 
their apparent success. However, it is essential to keep the momentum 
for still much-needed structural adjustments. The need for further 
strengthening of corporate and public governance, for the restructuring 
of the financial sectors, and for the liberalization of various markets, 
combined with adequatelegislation and s u p e ~ s i o n ,  are a few examples 
of issues that need to be resolved in order to secure a stable economic 
and political environment. In addition, we would also Lie to underline 
the importance of ADB remaining firm in attaching appropriate 
conditions to its loans, even though access to capital markets for the 
countries concerned is still limited and the needs, therefore, substantial. 

The recent financial crisis has triggered a renewed discussion 
on the so-called financial architecture. In this regard, an interesting 
proposal has very recently been put forward that specifies how 
international crises can be prevented using rollover options. The 
Netherlands Governor in the International Monetary Fund (IMF) referred 
to it during last week's Interim Committee in Washington. DC. This 
proposal, dubbed UDROI: which stands for Universal Debt Rollover 
Option with a Penalty, entails that all foreign currency liabilities should 
have a rollover option attached to them. The option allows the borrower 
to extend maturing debt for a specified period (say three or six months) 
at a higher rate. The borrower's right to exercise the option could be 
made contingent on the prior declarationof astateof disorderly markets, 
for example by IMF or the national central bank. The advantage of the 
plan would lie in the fact that private sector involvement would be locked 
in advance, thereby creating a fully transparent and predictable process, 
and encouraging prudent lending behavior by private creditors. No 
public money is required. UDROP is market-oriented: the terms and 



conditions on any foreign currency loan and associated rollover option 
would be negotiated by the lenders and borrowers. 

Now let me turn to the issue of emergency loans. As  you know, 
The Netherlands is of the opinion that it is not the role of the multilateral 
development banks. ADB included, to engage in the provision of large- 
scale emergency assistance in the way this was done following the 
oulbreak of the financial crisis. Given the lack of bilateral contributions 
and IMF's shortage of funds, we can understand that in the initial 
urgency of the crisis. ADB stepped in to assist the affected member 
counlries in the way it did. It has, however, become increasingly clear 
that the continuing provision of such emergency assistance has harmed 
the Bank's financial position to a considerable extent. If such emergency 
assistance has to be provided at all by ADB, in our view it should be 
done at a much higher price than currently is the case. This would also 
bring the price of this kind of loan more in accordance with the price 
asked by the other multilateral institutions for comparable products. 
Moreover, in view of the fragile financial situation of the Bank, every 
proposal to review its financial policies should be examined very 
carefully, to assess its risks and merits. 

We think now is the time for ADB to go back to its mandate of 
a genuine development institution, extending long-term development 
financing combined with technical assistance. In this respect adequate 
coordination with other multilateral and bilateral donors on a country 
level is imperative in order to avoid overlap and competition. To beahle 
to hlfill ils role as a development institution properly, we think it is high 
time for the Bank to draw up an overarching integrated poverty 
eradication strategy. These points are particularly important now that 
the Bank is considering a possible capital increase and Asian 
Development Fund (ADF] replenishment negotiations that will hopefully 
start in a few months time. 

Obviously, in view of the upcoming ADFVIll meetings starting 
soon, one of the more important issues on the agenda of these annual 
meetings is the ADFVII midterm progress report. The Netherlands was 
quite pleased with the report although we think, as we said in our 
statement last year, that one promise made in the ADFVll donor report 
has not vet been fulfilled: the provision of a report on burden-sharing 
and decision-makingwe expect the Bank to submit such a report soon, 
as it will be of importance to the ADFVlll discussions. 

Last but certainly not least, 1 would like to make a remark on 
the governance and decision-making process within the Bank. We call 

upon the Bank to think of effective ways to strengthen the role and 
effectiveness of the Board of Directors, as the position of the Board is 
at the heart of every truly multilateral institution. 

NEW ZEALAND 

JOHN WHITEHEAD. Temporary Alternate Governor 

Introduction 

On behalf of the New Zealand authorities. I should like to begin 
by extending congratulations to President Tadao Chino on his 
appointment as President of the Asian Development Ban);. We look for- 
ward to working closely with him. We should also like to express our 
appreciation of the efforts of his predecessor, President Mitsuo Sato, 
who so effectively led the Bank through the transition to a broad-based 
development institution, including its effective intervention in the 
recovery process for crisis-affected Asia. 

Our thanks also go to the Government of the Philippines for the 
excellent organizational arrangements made and its generous hospitality 
to memher delegations. 

In New Zealand's contribution to today's discussion, I should 
like to reflect a litlle on developments in the past year in the global and 
regional economy. Using the experience of New Zealand, 1 would then 
Like to draw a few broader lessons, and offer some thoughts on where 
regional effort might now focus, particularly within APEC, of which New 
Zealand is currently the chair. I will conclude with Newzealand's views 
of the role of ADB in the coming year. 

The Benefits of Openness 

Events have moved on a great deal since our last meeting in 
Geneva. At that time, the effects of the economic situation in East Asia 
were still unfolding. Since then, the crisis has spread to other emerging 
economies, notably Brazil and Russia, and the true economic impact 
of the events in 1997 has become clear. 

Much of the discussion in the past year has focusedon downside 
risks, and on the costs of globalization and liberalization. That is 
understandable and appropriate. The risks and costs are there for all 



to see. Without wishing to discount these in any way, however, I wish 
to suggest that that is not the complete picture. There are positive 
messages to be taken from this experience. 

Let me illustrate what I mean using the experience with which 
I am most familiar, that of New Zealand. 

For New Zealand, the events of the last year, combined with the 
effects of drought on our farming industry, constituted the most 
significant shock to our economy in a generation. The last shock of this 
magnitude was in the early 1970s, with the oil price rise, and the loss 
of our major market when the UK joined the European Community. 

At that time, rampant inflation, and the massive rises in interest 
rates that followed, led in turn to economic protectionism and isolation, 
in an attempt to insulate the New Zealand economy from the rest of 
the world. An already heavily regulated economy became even more 
so, with central Government controls replacing nearly every market 
mechanism. Exchange controls, wage and price controls, tariffs and 
other protections were backed up by industry support and subsidies, 
paid for through borrowing and high taxes. 

This was an unsustainable situation. By 1984 i t  had almost 
bankrupted New Zealand. The subsequent reform process has since 
affected every sector of our economy-primary production, the banking 
and finance sector, and manufacturing. Public sector management 
reforms have also attracted considerable overseas interest. 

We continue to reform. Last year we removed the remaining 
tariffson motor vehicles, and legislated to take away all remaining tariffs 
by 2006, well within our APEC goal. 

Even so, we were not undected by the downturn in the economies 
of our neighbors and trading partners in the past year. We suffered 
negative growth for 2 quar tersa  technical recessionand the economy 
contracted slightly in 1998. But growth has now returned. Our manufac- 
turers and exportes were able to move rapidly into new products and new 
markets, a reflection of policies that encourage flexibility, including a 
floating exchange rate, which assisted their competitiveness. 

The contrast with the 1970s is staggering. Then, we experienced 
10 years of economic isolation and woke up with oureconomy in tatters. 
This time, we suffered a mild chill by comparison. So our view therefore 
is that openness works. It brings stability and economic resilience. It 
has certainly worked for us. 

It is easy to talk about reform, of course, and much harder 
to make it happen. I therefore applaud the major reforms which 

colleagues in the region have been undertaking, particularly at this 
difficult time. 

For New Zealand, reform was made easier by our small size, by 
our relatively centralized government and by a parliamentary system 
that enabled the Government to carry through its program. Even so, 
it was not easy. There were hard adjustments to make. People lost their 
jobs, or guaranteed incomes, in all walks of life. The last downturn in 
the business cycle in the early 90s found us halfway through the reforms. 
and growth suffered. 

But the biggest driver for reform was the original crisis. People 
may not have supported every aspect of reform. They may have had 
reservations about the detail. But they knew that we could not go back 
to the old way. And they still feel that way. 

GloballRegional Issues Recluire a GloballRegional Response 

Looking more widely at these issues, one of the things that has 
struck me about the events of the past year has been the degree of col- 
lective effort applied to responding to the crisis, and preventing a re- 
currence. 1 h o w  that there has been much criticism of the efforts of 
international and regional bodies to respond to these events, particularly 
with the benefit of hindsight. 

Some of the criticism is justified, andlessons have been learned. 
But no one would argue, I hope, that things would have been better 
without IME World bank and ADB, or their resources and expertise. 
Global and regional issues require global and regional responses, and 
these have been forthcoming in the shape of financial support and 
technical assistanceboth multilateral and bilateral. 

Economies around the region have also responded in ways best 
suited to their own domestic circumstances. New Zealandis one of many 
economies where that has involved both aneasingof fiscaland monetary 
policy in response to the changing economic climate. 

International Financial Architecture 

Work on reform of the global financial system will not bear fruit 
overnight. The issues now being tackled are complex. They affect 
different economies in different ways. A year ago, it was not clear how 
this debate would play out. Today, there seems to be a much greater 
consensus that the key themes for reforms are: 



. transparent economic policies and good quality information 
made widely available so that decision makers in the public 
and private sector take better decisions; 

the private sectorcomplyingwith international best practice 
of accounting, reporting and auditing; and with accepted 
standards of corporate governance; 

greater openness and accountability in the policies and 
performance of international institutions; 

good governance arrangements-on the part of 
governments, private sector players and the international 
financial institutions-are a vital ingredient for the smooth 
functioning of financial systems; and 

the reform agenda also recognizes the need to strengthen 
domestic financial systems by ensuring the soundness of 
domestic financial institutions. The Basle principles are an 
important starting point. But more needs to be done to 
ensure that there are enough suitably trained people in this 
area. I know that ADB is involved in training of banking 
regulators and supervisors. 

Further thought is being given to how better supervise highly 
leveraged financial houses including hedge funds, while avoiding heavy- 
handed restrictions on  their activities. 

Other important aspects of the reform agenda include: 
addressing adequately the social impacts of the crisis by ensuring that 
economic as well as social and human development policies are cogent 
and are mutually reinforcing; the intensification of cooperation among 
the most industrialized economies; and, adapting and strengthening 
international financial institutions. 

In all of this debate. New Zealand starts from the premise of 
letting the market work, while encouraging the private sector to shoulder 
its fair share of the risks and responsibilities. 

We believe that reIorm effort should focus on  a small number 
of practical, achievable measures to improve the operation of markets, 
includingfinancial markets, and that the private sector has an important 
role to play, at the national level and in the wider debate. 

We also believe that the key to international financial stability 
is stability at the domestic level, through sound economic govelnance, 
appropriate regulation and effective use of market disciplines. 

New Zealand can see the arguments in favor of well structured, 
appropriately sequenced, progressive reforms to liberalize the capital 
accounts of economies. But we also see the risk that reform delayed 
is reform denied. 

Our own experience suggests that floating exchange rates. 
accompanied by appropriate macroeconomic policies, offer one of rhe 
best prospects for reducing the risk of future crisis. 

This means that much of the reform effort must take place within 
individual economies, by the responsible national authorities. Equally 
clear, however, is that this domestic effort can be aided and informed 
by the information exchanges, technical assistance and good praclice 
shared in regional and international forums. 

We strongly endorse moves to enhance transparency and 
accountability by governments, the private sector and the 1Fls. These 
themes are at the heart of our own reforms. 

In particular, we are in favor of greater financial disclosure on 
the part of public and private sector debtor institutions (including banks), 
stronger audit arrangements and improved corporate governance. 

At the international level, private sector creditors should be 
involved more actively in the debt default orwork out resolution process. 
We would encourage, therefore, efforts to develop workahleex-ante "bailing 
in" measures which strengthen market disciplines on private sector 
creditors. But we need to be clear about one thing. The reformed inter- 
nationalsystemwillstill be basedonopen, integrated markets. Globalization 
is here to stay. We cannot turn back the clock and relreat behind barriers. 

We need, however, to ensure that all economies, developed and 
developing, are able to contribute effectively to the ongoing debate. No 
one who wants to take part should be excluded. APEC--which brings 
together the largest economies in the world, economies most affected 
by recent events, and other developed and developing economies, can 
contribute to this ongoing dialogue. 

APEC 1999 

This leads me onto APEC, whose goals, I need hardly remind 
you, are to achieve free and open trade and investment by 2010 for 
developed economies, and 2020 for its developing economy members. 



As APEC Chair for 1999. New Zealand has been taking forward 
a work program the theme of which is strengthening markets. This 
involves encouraging: 

transparency-clear, predictable and easily understood 
policy settings and regulatory frameworks: 

openness-readily available information, and the minimum 
of impediments to international trade and investment 
flows; and 

governanc+setting standards and expectations for markets 
and institutions, and auditing and monitoring performance 
against them, but otherwise letting individuals and enter- 
prises make their own choices, based on their own assess- 
ment of risk and return. 

The links between this and the global agenda are obvious. 

APEC Fiance Ministers 

This theme of "strengthening markets." especially financial 
markets, will continue to occupy AF'EC Finance Ministers, which falls 
to New Zealand after the next Ministerial meeting in Malaysia later this 
month. 

Under the present Chair, Finance Ministers have made some 
worthwhile contributions. 

As already mentioned, with ADB, APEC Finance Ministers 
have set up training for bank regulators and supervisors in the 
region. 

Work has been taken forward on developing regional bond 
markets and on securitization of assets, on the basis that deeper and 
broader capital markets in the region, and better ways to share risk, helps 
to reduce the cost of the capital that is so vital to assist economies return 
to health. 

There has been a study this year of the operations of credit rating 
agencies, and a survey of regional financial supervisory regimes is 
under way. 

All this is low key, practical action, undenaken voluntarily by 
the region's economies. That is one of APEC's strengths. 

t Another is the opportunity for Ministers to get together to 
discuss, freely and frankly, the issue facing them. That, after all, is where 
APEC started out. It is still one of its main aims. 

Observations on ADB 

I should like to conclude with some observations on the role 
of ADB at this time. 

Let me begin by congratulating the Bank on the speed and 
effectiveness of its interventions in the region during the recent turmoil. 
Targeted support to those most in need was clearly essential to their 
ability to withstand the economic downturn, and now to move 
forward. 

I know these interventions have come at a cost, in terms of the 
Bank's ability to maintain its core lending program and other assistance. 
The financial resources of the Bank are stretched, and that is ar! 
important issue for us to consider. 

In doing so, I think we need to be mindful of the interests of 
all stakeholders. By this I do  not mean just the interests of the 
shareholders in the Bank, though that is clearly very important. I also 
mean borrowers not directly aifected by recent events, but whoseaccess 
to funds, on affordable terms, could be affected by measures taken to 
address the resourcing issue. 

Expansion of the Bank's role into non-core activities covered 
presently by other IFls would likewise risk exacerbating current 
difficulties, and should be avoided if possible. Diversification can be 
aneffective risk management strategy, but only if it does not compromise 
core business. At this time, stretching the Bank's capability even funher 
risks spreading expertise and resources too thinly. 

I should also like to commend the Bank on the focus this year, 
. in the Annual Repon, on good governance. As I indicated earlier, this 

is a key issue in the global debate, and within APEC. It is important to 
; both the public and private sectors and, as we are increasingly realizing, 
; is essential for sustained economic growth. 

In giving corporate governance this attention, of course, the 
.I Bank takes a risk. The Bank's promotion of corporate governance in the 

region will only be credible if it displays the highest standards of 
: governance in its own affairs. The Bank therefore needs to lead by 

example, in terms of the transparency and openness of its activities and 
decision making. 
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In conclusion, therefore, we would like to propose that the Bank 
undertake a self assessment of its own transparency-as a means of 
demonstrating to observers and stakeholders that it truly practices what 
it preaches. It would also, we think, provide practical lessons which the 
Bank could then share with others. .> 

NORWAY 

TANJA STORM, Head of Delegation 

Allow me first to express my sincere thanks to the Government 
of the Philippines for hosting this year's Annual Meeting in such 
hospitable surroundings. 

The financial crisis posed new and unprecedented challenges 
for the Bank, which brought the very essence of the institution in 
question. The Bank has been heavily involved in rescue packages to restore 
financial stability in the region, while only part of the lending has had 
a firm link with the Bank's development mandate. Furthermore, the 
extensive lending to crisis-kit counmies is about to exhaust the ADB resource 
base, and has prevented the anticipated Bank contribution to the ADE 
The whole process of crisis management has revealed that there is a 
nerd for more effective cooperation between IMF, World Bank, and ADB. 

Balance-of-payments support on a large scale is primarily the 
role of IMF. ADB's fast-disbursing emergency lending should be targeted 
to address the structural causes and social consequences of the crisis. 
It should not alter the Bank's main objectives as a development 
institution focused on the longer term, with a special responsibility for 
the needs of the poorest countries in the region. For future reference. 
we believe emergency loans should be priced higher than ordinarylong- 
term lending-as is the case in World Bank and Inter-American 
Development Bank. 

Securing adequate new lending resources for the poorest 
countries remains, however, the primary objective for my Government 
in  upp porting development cooperation. The global financial turmoil 
has made this concern even more pressing than before. In this context, 
Norway is prepared to take part in the upcoming consultations on the 
resource situation in the ADE 

I will now turn to some Bank policy and operational matters. 
We would like to reiterate our request made last year, on the need for 

k a long-term strategic vision on the future direction of the Bank, to 
be presented to the Board for discussion as soon as possible. In our 

: view, this should be a document based on the following key 
:. principles. 
. . Firstly, the long-term strategy should identify poverty reduction 
' 

as the overarching objective of the Bank's activities. Secondly, it should 
lookat new ways to mainstream poverty reduction into Bankoperations. 
Here 1 include reference to renewed and increased emphasis on 
crosscutting issues, like good governance. gender, environment and 
vulnerable groups. In mainstreaming gender issues we should pay due 
attention to the need to further increase the number of female staff in 
the Bank as well as enhancing their career opportunities. Finally, 
coordination and partnership with other institutions, civil society and 
the recipient country, must also be a core element of such a strategy. 
The principles outlined in the "Comprehensive Development 
Framework"-national ownership and commitment, stakeholder 
participation and donor-coordination-should set the norm. The 
regional development banks are influential partners in their respective 
regions, and we feel confident that ADB will use its experience and 
influence to move this very important cooperative endeavour 
forward. 

ADB is a multilateral institution and must maintain its 
multilateral character in all aspects of its governance and operations 
as well as in financial support. In the light of the great challenges ahead, 

: Norway believes there is a need to take a new look at the role and 
effectiveness ofthe Board. In order to make it more effective, we suggest 
that the Board should spend its time discussing important policy issues, 
strategic documents and approving Country Assistance Plans, and less 

: time on project-specific proposals. 
In conclusion, while we are generally satisfied with the high 

quality of the work being carried out by the Bank and its staff, the 
institution is in many ways at a crossroads. A number of far-reaching 
and fundamental decisions will have to be made to strengthen the Bank 
as a development institution, which strike a balance between 
involvement in financial crisis management and support for the 
development efforts of the poorest countries in the region. 

1 can assure you that Norway will continue to be a strong 
supporter of the Bank's efforts in this endeavour. 



PAKISTAN 

MOHAMMAD ISHAQ DAR, Governor 

It is indeed a privilege for me to represent my country at the 
Annual Meeting of the Asian Development Bank. At the very outset, 1 
would like to compliment PresidentTadao Chino on assumingthe august 
office of the President of the Bank. I would also like to take this 
opportunity to compliment the President and his staff for making 
excellent arrangements for this Meeting. 

We are meeting at a crucial moment. The economic turmoil 
which hit the region in July 1997 and soon spread to other countries, 
is hopefully receding and the signs of revival are visible. This is a good 
news not only for East Asia but for countries l i e  mine which were also 
adversely affected by it. This crisis has brought to the fore many issues 
for us to consider-the fragility of the programs and policies pursued 
by the countries concerned: the inadequacyof the international financial 
institutions in anticipating and dealing with the situation; the 
unpredictable behavior of the financial sector and the destabilizing 
impact of capital flows; and more importantly, its devastating effect on 
social development, working class and poor. In a short span of over a 
year, the fast growing and prospering nations are witnessing massive 
unemployment, rising poverty, and social unrest. 

A positive aspect however is the relatively shorter period it has 
taken to subdue the contractionary effect of the crisis unlike the 
prolonged slump experienced by Latin American countries in early 
1980s. The combined action by multilateral financial institutions. 
industrialized countries in providing a second line of defense and the 
debt rollover by international banks helped instemmingthe deflationary 
spiral. We however believe that the size of the bailout packages and, 
equally important, the flexible response of the Fund to the crisis as it 
unfolded did much to arrest the panic and has since restored confidence 
enabling distressed economies to access the capital markets. There is 
a lesson in this experience, which is not yet widely recognized, but which 
requires our urgent attention if we intend to speed up the pace of 
globalization and eliminate the possibility of its reversal, some signs 
of which are discernible on the horizon. What we have learned from 
this episode is that structural adjustment and economic reforms lead 
invariably to a sharp contraction in the economy which can be avoided. 
A flexible approach by IMF and multilateral development banks that 
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encourages a supply-side response in the short run has, indeed, been 
critical and would be equally useful for the more traditional adiustment 
programs aimed at resorting financial stability. 

Pakistan too has had its share of economic and financial 
problems in the past year. This was partly due to the East Asian crisis 
which adversely impacted its exports and inflow of resources. The main 
cause, however, was the economic sanction imposed by some advanced 
countries and keeping the nonhumanitarian assistance in abeyance by 
the international financial institutions following the events of last May. 
These brought the economy, in particular the balance of payments. 
under severe pressure. Consequently, a country which, through 
introduction of structural policies and reforms, had stabilized the 
economy and revived growth had to take severe measures to safeguard 
its external balance. It may be recalled that in 1997-98, we were able 
to revive growth from 1.3 to 5.4 percent; to reduce inflation from nearly 
12 percent to below 8 percent; to bring down fiscal deficit from 6.3 to 
5.4 percent of GDP; and the current account deficit from 6.2 to 
3.2 percent of GDI! 

To cope with the situation, we adopted a two-pronged policy, 
namely, on the one hand undertaking a number of measures to protect 
the balance ofpayments, and on the other, continuing negotiations with 
IMF and other international financial institutions for reactivating their 
programs. We have succeeded in stabilizing the situation and 
reactivating the structural programs with IMF and other international 
financial institutions. The Paris Club has also rescheduled the external 
debt of $3.3 biiion for the consolidation period up to December 2000. 

We have since started rolling back on the measures taken earlier 
to minimize the impact of sanctions. The 30 percent LIC cash margin 
imposed earlier, has been totally withdrawn. Capital control has been 
removed to a large extent. Steps have been taken to move towards a 
market-based exchange rate regime and today 95 percent exchange rate 
is determined in the interbank. Restrictions imposed on sale of foreign 
exchange by banking system for travel, education, and health have been 
lifted and the normal facility of buying foreign exchange, at the 
composite rate through banking system has been restored. In March 
1997 we had rationalized the customs tariffs and reduced the maximum 
rate of customs duty from 65 to 45 percent. Despite tight revenue 
position, we have funher reduced the maximum rate to 35 percent with 
effect from 31 March 1999. The number of nonzero tariff slabs, which 
were previously reduced from 13 to 5 have been further reduced to 4. 



Thus the situation has improved and the post-sanction era is behind 
us. We are again moving forward on the path of stability and growth. 

Side by side with measures for economic stability and growth, 
we will continue to focus on social issues as well. The Social Action 
Program (SAP) covering the critical areas ofelementaryeducation, basic 
health, population welfare, and water supply and sanitation in rural 
areas, is now being geared to improvement of qualityof service, better 
implementation, and active participation of the community. Despite 
financial constraints, the allocation for SAP has been exempted from 
budgetary cuts as also exempted from the general freeze on new 
recruitment. In addition to the Prime Minister's Program of Self 
Employment, the Small and Medium Enterprise Development Authority 
[SAMEDA) has been established to promote larger employment 
generating enterprises. Specific steps have been taken to address the 
gender issue, child labor and relief to the handicapped and target 
groups. In addition, efforts of NGOs and community organizations in 
social development are being encouraged and supported through such 
actions as the Participatory Development Program under SAP and public 
private partnership.The PovertyAUeviation Fund has also been launched 
to assist the poor communities in income generating activities; human 
development and microcredit. Besides, the Zakat, Ushr and Baitul Mad 
schemes are being strengthened to help the vulnerable poor. 

Our Government sincerely feels that these measures should be 
further strengthened and supplemented by such efforts as would be 
targeted to the uplift and welfare of the poor sections of the society. 
The Government has therefore launched a Program of lnfrastructural 
Development recently which will go a long way in alleviating poverty. 
The Program is focused on such areas of physical infrastructure which 
would open up the opportunities of employment, income, and social 
development for the vast majority of poor and low income people. 
It envisages for next fiscal year to construct 5,000 km of farm-to-market 
roads, electrification of villages, lining of water channels, desilting 
of canals, installation of tube wells in arid regions, shelter development, 
etc. It will be executed through district administration with close 
cooperation of the public and community representatives. The 
schemes will be selected and executed strictly on the principles of 
merit, transparency, and accountability. We are confident that the 
Program will help in reducingpoverty and in ensuring wider dispersal 
of benefits of growth and development.We appreciate the assistance 
that the Asian Uevelopment Bank is providing in some of these areas. 

We hope that the Bank will join hands with us in this uplift program 
as well. 

The Bank has before it new challenges. It is apparent that with 
its relatively limited resources, the Bank willnot be able to broaden its 
impact in the region with project financing alone. To meet its 
development objectives, the Bank will have to mobilize larger resources 
for assisting such areas as policy requirements, capacity building, and 
good governance. The financial resources of the Bank, which have 
weakened in recent years, need to be restored as early as possible with 
significant capital infusion. We have seen that ADF lending in 1998 
declined by 37 percent as compared to 1997. Weview with concern that 
the lending operations in 1999 and 2000 are being proposed close to 
the depressed 1998 level. A large number of member countries are now 
faced with slowing growth and rising macroeconomic imbalances. This 
trend will limit the economic and financial space within which 
governments can maneuver a policy to improve governance or reduce 
poverty. If the Bank is to fulfill its strategic objectives of growth, human 
development and poverty alleviation, it should have to seek substantial 
capital infusion and ensure a larger level of lending through its ADF 
window. 

I have faith in the potential for growth and investment in the 

, Region and in the crucial role which is ordained for the Bank. I hope 
that the setback witnessed over the last two years will turn out to be 
temporary and cyclical and that the Region will soon be.on the track 
of revival and sustained economic growth with a human face. 

In the end I would like to express my delegation's gratitude to 
the Government and the people of the Philippines for their warm 

: hospitality during our stay in Manila. We in Pakistan deeply appreciate 
1 the role ofthe Bank in fosteringeconomic development.We1ook forward 

to our expanding and fruitful cooperation. -:. 



Statement by 

W R O  LASARO, Governor for Papua New Guinea 

on behalf of 

COOK ISLANDS, FIJI, KIRIBATI, FEDEWED STATES OF 
MICRONESIA, MARSHALL ISLANDS, REPUBLIC OF NAURU, 
PAPUA NEW GUINEA, SAMOA, SOLOMON ISLANDS, TONGA, 

TUVALU. AND VANUATU 

On behalf of the Governors of the Pacific Developing Member 
Countries [PDMCs), I would like to join the earlier speakers in 
commending you for your excellent Chairmanship during the various 
sessions of this Thirty-Second Annual Meeting. I would also like to 
express our appreciation to the Government and the people of the 
Republic of the Philippines for their warm hospitality. I thank the Bank 
Management and staff for their support and excellent arrangements for 
the Meeting. 

I wish to place on record the PDMCs' appreciation to the former 
President. Mr. Mitsuo Sato, for his vision and leadership in guiding the 
Bank durine his term of office. Moreover, I would like to thank him for ., 
his great interest and support of the development programs of the PDMC?. 

On behalf of mv fellow Governors from the PDMCs. I would like 
to officially congratulate Mr. Tadao Chino on his appointment to the 
chair as the new President of the Bank. 1 take this opportunity to 
commend him for the excellent presentation of his maiden speech 
yesterday. We extend to him our best wishes, and we look forward to 
an equally productive leadership. 

I have the honor and privilege to present a regional statement 
on behalf of the Governors of the PDMCs. I should also mention here 
that some of my fellow Governors will present or deposit their own 
individual country statements. 

The PDMCs have certainly enjoyed a close working relationship 
with the Bank since its establishment. This relationship or partnership 
in development has grown stronger and the Bank can build more on 
this good relationship. 

Let me begin by discussing the issue of the graduation policy. 
and the concerns expressed by the PDMCs on its financial implications 

We view the criteria and formula used in developing the policy to be 
inappropriate in relation to the unique social and economic situations 
of the PDMCs, given their vulnerability to external shocks. 

The issue of vulnerability is critical to the PDMCs as they are 
very vulnerable to natural disasters, as well as external shocks. Moreover, 
many PDMCs are dependent on a single commodity, as well as having 
limited access to markets. Their limited resource base constrains 
economic diversity. Given these factors, the criteria for graduation must 
take into account the concept of "vulnerability" when reviewing 
inclusion of members of the PDMCs under this new initiative. 

In close association with the graduation policy is the hardening 
of borrowing terms. This has serious financial implications for debt 
servicing. In this regard, the PDMCs would appreciate management 
consideration of options that would help alleviate the considerable 
burden these new initiatives will bring to our vulnerable economies. 
Such options could be in the choice of currency to borrow in, or to repay 
our debt obligations. 

The recent assessment of the Bank's resources, especially the 
current position of ADF VII is of concern to the PDMCs. While terms 
have hardened, the uncertainties in achieving the proposed levels for 
ADF V11 and also ADF VIll places PDMCs in an even more vulnerable 
position of being marginalized in the prioritization of allocation of 
proceeds to members with greater needs. 

The Asian financial crisis has severely affected the PDMCs, and 
our economies will continue to be vulnerable to external shocks. We 
welcome the Bank's efforts in establishing the regional economic 
monitoring unit to enhance surveillance of regional and subregional 
economic and social conditions. However, this unit must work in close 
cooperation with IMF to ensure there is no duplication of surveillance 
activities. 

The PDMCs are concerned with donor coordination and 
appreciate the Bank's assistance in supporting the PDMC development 
initiatives.We welcome the Bank's efforts to institute and facilitate better 
coordination among the donors and regional organizations, to expedite 
implementation of various development projects, and promote regional 
cooperation among members. 

The PDMCs appreciate the Bank's support of our respective 
public sector reform programs. However, thereare still a few critical areas 
that we feel the Bank should consider in the design of such programs 
to ensure their success. This includes strong emphasis on ownership, 



a thorough assessment of human resource capacities and strength of 
institutional capacities, as well as adequate social safety nets as part 
of these reform programs. Special consideration must also be given to 
providing assistance to the private sector. In this regard, the Bank must 
take into account the state of the private sector, especially in countries 
that have limited or nonexisting private sectors. With regard to finan- 
cial sector reforms, the Bank must also take into account in its design 
of reforms the different states of the financial sectors in the PDMCs. 
where in some countries this may be limited to two or three institu- 
tions. 

While the PDMCs are aware of the limited resources available 
to ADB, there are not many funding options available to our countries. 
CVe continue to rely on traditional sources, which include assistance from 
ADB and other multilateral financial institutions for external funding 
to assist us in our development efforts to achieve sustainable economic 
growth. Given the difficulties in attracting foreign private capital, we 
would like the Bank to be fair in the distribution of its scarce resources, 
and to treat the PDMCs as equally important as other members of the 
Rank, consistent with its Charter. The Bank should assist the PDMCs 
in the development of their respective financial and capital markets, 
so that they can raise funds from other sources, which may ease the 
financial burden on the Bank in future. 

The PDMCs are concerned with the problems associated with 
access to international markets for our primary export commodities. 
We would like the Bank to assist the respective members in improving 
the competitive edge of their exports and also help to promote the 
diversity of their export base, so that they can have access to the 
international commodity markets. 

As you know the PDMCs are spread out over vast distances 
and face enormous constraints in transport and communications. 
We would welcome the Bank's assistance in facilitating a joint regional 
approach by the PDMCs to develop intraregional transport and 
communication infrastructure, especially in the shipping and aviation 
sectors. 

The PDMCs aresurrounded by ocean with rich marine resources. 
This is a gold mine to many of the small island countries. However, it 
is unfortunate that the current rate of return in harvesting these 
resources is minimal. We acknowledge therefore the Bank's assistance 
to the fisheries sector, and encourage further assistance in meeting 
infrastructure and surveillance needs in this area. 

f We welcome the Bank's focus on governance issues. Our 
countries are working on improving policies, legislative processes and 
institutional capacities that will assist this process. Our reform programs 
are also designed to ensure these issues are addressed. 

I would like to express our appreciation to the director and his 
staff of the Office of Pacific Operations (OPO) in our region. OPO has 
been increasingly active in the pacific over the last 12 months, and the 
PDMCs are most grateful for their interest and understanding of our 
problems. We are very appreciative of the hard work and dedication ol 
staff of OPO in helping us to overcome our many problems. 

To conclude, I once again thank the Bank for its past and ongoing 
assistance given to our respective countries. We pay tribute to the past 
presidents. Management and staff of the Bank, and look forward to the 
Bank's new broad based role under President Chinos leadership with 
optimism to carry us into the new millenium. .:a 

SINGAPORE' 

LIM HNG KJANG, Governor ad interim 

On behalf of the Singapore delegation. I would like to express 
my deep appreciation to the Government and people of the Philippines 
for their warm hospitality, and the Management and staff of the Bank 
for their excellent arrangements for this Meeting. 

Progress in Economic R e S t ~ c t ~ r i n g  and Reform in Asia 

> .  
The financial and economic crisis, which started in July 1997, 

"ad left a path of economic wreckage and tremendous wealth 
destruction in Asia. Since then, some nascent signs of stability and 

l i 

; economic recovery, albeit fragile, have emerged. This is due to a 
'' combination of factors such as governments' resolve to restructure their ! 
f affected economies, and fortuitous events in the external environment. 
b Governments of affected economies have bitten the bullet and 
C implemented painful corporate and bank restructuring reforms. These 

reforms will take time to show results, but the recent rally in the financial 

ii markets suggests that investor confidence has returned somewhat to 

i 
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the region. In the external environment, the successive U S  federal rate 
cuts and the coordinated interest rate reduction initiated by European 
central banks have helped to allay concerns of a global credit crunch 
and also set the stage for a recovery of financial markets. 

The Challenges that Lie Ahead 

Economic optimism for Asian growth is returning. The latest 
forecasts by the ADB posit an average growth of 4.4 percent for 
developing Asia in 1999. and 5.1 percent in the year2000. This compares 
favorably with the 2.6 percent growth registered last year. However, the 
pace of recovery in individual economies in Asia will vary according 
to the ability to maintain social and political stability, and the success 
and pace of economic reforms. 

Other uncertainties and downside risks remain. W~th continued 
stagnation in Japan and the transition of the EU to a new monetary 
union, the U S  remains the linchpin of the global economy. A sharp 
correction in the U S  stock market may trigger an economic slowdown 
in the U S  economy, and in turn impact the health of the global economy. 

ADB's Role in the Resolution of the Financial Crisis 

Given the greater degree of interdependence between financial 
markets due to globalization, the importance of developing policy 
responses within the framework of a global financial system cannot be 
overemphasized. As such, a coordinated approach and response to the 
crisis was required. To this end, the ADB's cooperation with other 
international financial institutions and multilateral organizations must 
continue. In particular, the Bank had reacted quickly to the Asian 
financial-crisis by supporting reforms in the banking and financial 
sectors. 1 would like to commend the Bank for its continuing efforts to 
help its crisis-affected developingmember countries (DMCs) strengthen 
their financial systems so as to assure a sustainable flow of resources 
to the private sector in 1998. However, given that the Bank's resources 
in 1998 have been overly stretched, I would also caution that the Bank 
be prudent in its lending to the crisis-hit countries. Nevertheless. ADBk 
role in assisting its DMCs in expediting their policy reforms and restor- 
ing investor confidence will become increasingly important as strong 
economic growth with increased flows of private investments can no 
longer be taken for granted in Asia. 
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The Bank continues to be an active catalyst in assisting DMCs 
$ In arranging cofinancing through effective use of the Bank's 
T complementary financing scheme and guarantee facilities. The 

importance of cofinancing was more pronounced in 1998 because 
it  made long-term financing possible for some DMCs that could not 
otherwise have obtained financing due to heightened risk 
perceptions. 

1 also welcome the B d s  assurance that it would focus more 
attention on the adverse impact of the crisis on social sectors and the 
provision of necessary safety nets. Currently, the Bank has intensified 
its efforts at disseminating the lessons of international experience in 
public management. In the process, we hope that the partnerships with 

( other multilateral finance institutions, particularly IMF andworld Bank. 
will become even closer. 

The policy cooperation between the Bank and nongovernment 
organizations (NGOs) was another significant achievement in 1998. 
Through recognition of the capacities of NGOsand the many roles NGOs 

: play in development, areas where common interests and 
- complementarity between the Bank and NGOs exist can be further 

identified. I am confident that the Bank's cooperation with NGOs will 
strengthen the effectiveness, sustainability, and quality of the 
development services the Bank provides. 

Closing Words 

In closing, I would like to congratulate Mr. Tadao Chino on his 
appointment as the new President of the Bank. The Bank has made many 
significant contributions in the past year, especially in the area of 
assistance to crisis-affected economies. I wish the Bank every success 
in the years ahead. .:. 

SPAIN 

ALVARO RENGIFO, Head of Delegation 

Let me first thank the Philippine Government for the invitation 
: and the warm reception extended to us by them and the people of the 
i Philippines. I would also l i e  to express my gratitude to you, Mr. Presi- 

dent, and your staff for the excellent preparation of this Annual Meeting. 



I look forward to receiving Turkmenistan and Azerbaijan as new 
members of the Bank. 

I would like to devote my first words to congratulate you, 
Mr. President, and our new Vice-Presidents, Mr. Lintjer and Mr. Shin. 
It is beyond all doubt that in this most challenging situation in Asia, 
the Bank will continue serving efficiently to the development of the 
region. Rest assured, Mr. President and Vice-Presidents, that you will 
have our full support in this important but difficult task. 

Since July 1997 when the baht devaluation inThailand sparked 
off the financial crisis in Asia, almost two years went by. However, before 
the outbreak of the crisis, the Asian economies generated the highest 
economic growth with equity for any region in the world. Multilateral 
institutions used to label this progression as superb and copy-wonhy. 
But the bubble of what seemed to be a sustainable and relevant 
economic growth burst, bringing about unemployment and a general 
economic slow down in the region. Now, we all can analyze the facts 
and infer some lessons in order to define and improve the role of the 
Bank in tlre future: 

The Asian economic development was a paradigm broadly 
accepted. However, none could foretell to what extent the 
crisis was going to impair the capital markets and other 
regions of the world. This fact should not be ignored in the 
future if we want to bring about good governance and avoid 
moral hazards. 

'The limits of wise and judicious indebtedness were generally 
exceeded, whereas corporate investments were largely 
financed in Asia through private bank loans. It was a crisis 
mainly brewed and bloomed in the private sector. 

The rise of the dollar and the depreciation of the yen, 
coupled with huge amounts of capital inflows, generated 
outstanding current account deficits in the region. These 
deficits swelled the bubbles in economies recently opened 
to foreign capital with structural teething problems in their 
control systems. 

The social consequences of the crisis remain still 
unpredictable because the Asian economic development 

did not develop a parallel consolidated social welfare 
structure. 

In spite of these facts, it should be stressed that there is a 
unanimous confidence in the fundamental strengths of the 
Asian economies. The genera1 recovery in Asia is only a 
question of time. 

It should not be forgotten the importance of the reduction 
of poverty gained by Asia in the past two decades.Weshould 
give paramount importance to that. 

From all these lessons it inevitably follows that the Bank has 
a key and paramount role in alleviatingand mitigating the social impact 
of this crisis. 

Given these facts, 1 believe that the financial crisis has 
emphasized the importance of an efficient and careful division of labor 
among the IMF, World Bank, and the Asian Development ~ 'ank.  It is our 
strong conviction that there should not exist substitution effects among 
these institutions due to limited financial resources. Each institution 
has its own role and its own guidelines. The potential deviation from 
these roles and guidelines might infringe on the good governance of 
these institutions. In this sense, we underline the necessary coordina- 
tion and complementary tasks of these agencies as opposed to possible 
substitution effects. Scarcity of funds in one of them should never be 
conducive to shifting roles in the others. 

The Asian Development Bank must address the social 
consequences of this crisis as we already mentioned, doing what has 
been its overarching andutmost objective since 1966: poverty alleviation. 
This is the core mandate of the Bankand the goal in which this institution 
has a real and undoubted competitive advantage. Fast-disbursing 
policies should be limited to exceptional cases in order to avoid 
overlapping. 

The Asian Development Fund (ADF) is the prime instrument 
to address poverty reduction in low-income developing member 
countries. A formal graduation policy and a review of the loan terms 
for ADF have been recently adopted by the Bank, in order to ensure the 
fulfillment of its core mandate. Nevertheless, it is somehow 
disappointing that 1998 net income be al:ocated again to the Ordinary 
Reserve of the Bank. Furthermore, it is clear to all of us the difficulties 



to attain the goal of ADF self-financing in the future. In my view, this 
fact might somehow be the thin end of the wedge to prevent the Bank 
trom meeting partially its expectations to help develop the poorest 
countries. 

This brings us to the delicate matter of whether the crisis 
affected the Bank's decisive financial indicators, constraining ordinary 
capital resources excess net-income transfers to ADE As we know, the 
Bank has been involved in fast-disbursing policies due to urgent needs 
in some Asian crisis-affected countries. As a result, the resources 
available for the poorest countries have been somehow limited. In my 
opinion, we must reconcile these two apparently contradictory trends 
looking at the initial principles and goals of the Bank's foundation. This 
is the challenge for the Bank. 

Continuous good governance, strengthening the Bank's Board. 
and improving the Bank's decisive financial indicators should be a must 
in the coming years. The fragility brought up by the financial markets 
during the Asian crisis should encourage the Bank to make every effort 
and commit itself to breed and extend sound financial policiesaccording 
to its mandate and its own example. 

In this sense, Spain remains committed to this paramount 
objective ofthe Bankand is ready to share and shoulder the Bank's needs 
to mitigate poverty in the region. We do not have always the opportunity 
to enjoy the leadership of a president who can be reckoned among the 
main founding members of the Bank. It is obvious to everyone that this 
fact has to be conducive to an excellent fulfillment of our common 
responsibilities in order to help develop the region. 

Furthermore, as the 'germ" of this crisis was initially found in 
the private sector, there is an increasing interest about the Asian crisis 
among the Spanish community. We think Spain has a lot to share with 
Asia and will make every effort to achieve closer cooperation with our 
sincere commitment and your generous help. 

Finally, I am confident that the Asian region is already in the 
path of recovering itself from a hard experience. AU in all, everybody 
learned a lesson from this crisis and my Government is sanguine in 
respect to the good prospects in Asia for the near future. From now on, 
Asia is recognized to possess its own and paramount dimension which 
is capable of influencing the rest of the world. It has proved that poverty 
reduction is possible and is a goal that economic growth can bring. And 
what is certain is that the region enjoys enviable human, cultural, and 
economic values for the coming generations. .:. 

SRI LANKA 

G. L. PEIRIS, Governor ad interim 

On behalf of the Sri Lanka delegation. 1 wish to join previous 
speakers in expressing our sincere thanks to the Government of the 
Philippines for hosting again the Bank's Annual Meeting, and the Bank's 
Management and staff as well for the excellent arrangements that have 
been made. Mr. Chairman, on behalf of my delegation, may I 
congratulate you warmly on your election as Chairman ofthismeeting. 

We are honored by the presence of Mr. Tadao Chino, the new 
President of ADB. I extend a very cordial welcome to you on behalf of 
Sri Lanka. I am convinced that this is just the beginning of a long and 
productive collaboration. We are confident that your valuable senrice 
will spread to d ~ e  most deserving areas of the region. It isalso my pleasure 
and privilege to express our gratitude to former President, Mr. Mitsuo 
Sato. We know that Mr. Sato discharged the duties of his office with 
exemplary dedication and skill, and used all the resources at his 
command to enable the Bank to improve the welfare of the people of 
the region. 

This very important forum provides an occasion for the Bank 
to look back with pride upon its numerous achievements. The Annual 
Report of the Bank for 1998 has provided an impressive review of 
achievements over the past 32 years. 

Nineteen ninety-eight was a difficult year for Asia's economies. 
The region's economic growth was sharply curtailed, and the econo- 
mies of some countries contracted. The social costs of the Asian crisis 
became evident, and could yet increase further. We appreciate very much 
the Bank's intervention throughout the year, devotingmuchofits energy 
in respondingwith creativity and imagination to Asia's difficult economic 
circumstances. In this endeavor, the Bank liaised closely with its 
members, as well as with IMF, World Bank and other multilateral and 
bilateral agencies to develop and effect the most appropriate response. 
While commending the Bank for its timely support extended to the 
countries in difficulty, we wish to state that it would still be useful for 
the Bank to examine measures to safeguard the stability of the economic 
and financial systems of member countries with a view to avoiding a 
recurrence of such a crisis in the future. We are pleased to note that 
during 1998, the Bank has further consolidated its position as an 
institution that provides a broad range of services and guidance to its 



membeis, not just in a narrow fiscal sense, but generally to uplift the 
living standard of their people. 

As regards Sri Lanka's economy, economic growth slowed m 1998 
to about 4.5 percent, compared with 6.4 percent in 1997. This was. 
however, a creditable outcome in view of the economic and political 
instability in the Asian region during the year. The country has not been 
significantly affected by the Asian financial crisis, partly because of 
restrictions on capital movements and partly because short-term capital 
flows have been modest. However, in recent months there has been a 
softening of export p~ ices  and increased competition from regional 
producers and this has resulted in a slowing of the economy. It is likely 
that GDP growth in 1999 will remain at about the 1998 level or perhaps 
a little lower. 

Sri Lanka, as a founding member of the Bank, takes pride in 
its excellent relationship with the Bank. As in the past. 1998 has been 
a year of close cooperation between my country and the Bank towards 
achieving the common goals of development. ADB was the second 
largest donor to Sri Lanka and assistance was given to the magnitude 
of almost $200 million in 1998. In addition to being a very important 
source of investment finance for the country, the Bank has emerged as 
avalued partner in policy dialogue. In this regardvery fruitfuldiscussions 
were held in 1998, particularly in the areas of low-income housing, urban 
development, roads, power, and tea industry development. l am pleased 
to note that similar constructive development support is being provided 
in 1999. 

During the year the Bank reviewed its graduation policy, and 
as a result ofthis, Sri Lanka graduatedfrom agroup Acountry to a group 
B-  I country and is, therefore, eligible for limited access to OCR. While 
we fully understand the basis for the changedcountry statusof Sri Lanka. 
the Government is, therefore, eligible for limited access to OCR. While 
we fully understand the basis for the changed country status of SriLanka, 
the Government is acutely conscious of the continuing vulnerability of 
the country's economy because of the debilitating impact of the ongoing 
civil conflict, the difficult fiscal situation, the susceptibility of exports 
to world price fluctuations, and the high level of domestic debt. It is for 
this reason that we have requested the Bank's assistance to monitor 
dosely the impact of future borrowings on internal and external balances. 

Finally, I would l i e  to place on record our deep appreciation 
of the sustained support extended by the Bank to Sri Lanka. 1 wish to 
extend once again a sincere welcome to President Tadao Chino. We look 

forward to working closely with you as you offer the ADB courageous 
and wise stewardship into the next millennium. 1 would also like to 
express our profound appreciation to the three Vice-Presidents, the 
Board of Directors. the Management and the staff for their valuable 
contribution to the work of the Bank. f. 

SWEDEN 

LENNART BAGE, Alternate Governor 

It is a great pleasure and privilege for me to once again address 
the Annual Meeting of the Asian Development Bank. As always it is 
extremely well organized. It is also a pleasure to visit the Headquarters 
and Manila and enjoy the Philippine hospitality. 

1 will make five points in this intervention and 1 will focus on 
the most important challenges for ADB. Before making them, let me 
first warmly welcome the new President, Mr. Tadao Chino and the 
Vice-Presidents, Mr. Shin and Mr. Lintjer. The President in his speech 
yesterday clearly outlined the path for the Bank over the next years. We 
share and support his vision. 

My first point is poverty. 1 would like to start by paying tribute 
to the streetchildrenk performance yesterday at the opening session. 
That illustrated in a very moving way the very reason why Sweden is 
a member of ADB; to fight poverty and to promote a dignified life for 
everyone in the region. Thus poverty reduction must be the overarching 
goal for all activities. Poverty reduction is not a sector alongside other 
sectors but a criteria for every effort and for every project. Economic 
growth is a necessary but not sufficient precondition for poverty 
reduction. The rights of the poor to a decent life must be at the heart 
of every activity. We therefore look forward to the finalized poverty 
reduction policy. 

My second point is the need for ADB to continue its work towards 
becoming a full-fledged broad-based development institution. In other 
words, to put the policies in place, the staff capacity and the competence 
to integrate and to mainstream the economic, social, environmental, 
and political dimensions of development. The situation of women and 
children needs to  be  specifically addressed. Poverty and social 
inequalities in many parts of the region threaten stability. Environmental 
degradation is alarming and has become a threat not only ro life but 



also to economic prospects. The political transitions to more open and 
democratic societies must continue. We believe therefore that the 
competitive edge of the Bank must be strengthened. It is time to initiate 
a broad discussion about the longer-term structural challenges of the 
region. In this regard Sweden looks forward to the updated "Long- Term 
Strategic Plan and Vision." 

We are pleased to note that many Bank policies have been 
approved during 1998, among them the policies on Gender and 
Development, Anticorruption, Indigenous Peoples, the Health Sector 
as well as the policy on the cooperation between ADB and the NGOs 
Although there still is a need to develop some policy areas, the Bank 
will now first and foremost be judged on how policies am implemented. 

My third point is the need for a more proactive intellectual 
leadership by the Bank. The potential role for the ADB as a major forum 
for policy discussions and intellectual leadership in the region needs 
to be further developed. The AD6 Institute should work as a catalyst 
in this context. 1 wish to encourage the Bank to further utilize and 
develop its capacity to promote a dialogue on key development issues 
in Asia. 

Sweden would welcome a dialogue with the Bank, in line with 
our new Asia strategy recently presented to Parliament. The study 
expressesastrongconfidence in Asiak future and aswedish commitment 
to increased cooperation with the region. An Englishversionof the study 
'Our Future with Asia" was disseminated yesterday to delegations. 

A central conclusion of the study is that the crisis is not 
specifically 'Xsian." Countries all over the world including Sweden h 
been faced with or are faced to varying degrees with problems of the 
same kind as those currently being experienced in Asia. The crisis has .- 

dramatically illustrated how a country's long-term stability and 
development is intimately tied up with the democratic c u l ~ r e  an  
institutions-its legal, financial and education systems, its social safety 
net, its good corporate governance and transparent and accountable 
institutions immune to corruption, and its respect for human ri 
Ultimately it is a question of building more open, representative, 
accountable, and effective institutions. From a global growth perspective 
aswell as from a poverty perspective, the economic recovery ofthe region 
is of vital importance. The conditions for renewed growth are there, 
provided that the financial and institutional reforms currently under 
way are carried through. In all these areas the Bank must be able to 
provide a clear and strong leadership. 
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My fourth point is on the financial situation of the Bank. ADB 
is facing afinancial challenge in respect to both OCR and ADF resources. 
We therefore welcome the review of the OCR loan terms but the 
proposals will not address the more fundamental issues of longer term 
capital adequacy. 

The President yesterday requested our support for launching 
ADF replenishment negotiations this year. Sweden stands ready to 
participate. In these negotiations Sweden attaches great importance to 
reinforcing the multilateral character of the Bank, widening the group 
of donors, and enhancing the burden sharing. It is also important that 
we at the outset candidly and openly discuss the lessons learned from 
previous ADF replenishments and replenishments in other lFIs in order 
to collectively design the most effective and appropriate replenishment 
process. 

My fifth point is that ADB is avital part ofour Global Multilateral 
System. A system that grows more and more important as the process 
of globalization intensifies. ADB is a global institution by virtue of its 
membership but with a specific regional mandate. The multilateral 
character of the Bank must be reflected in the institution and in the 
work of the Board of Directors. Obviously no institution can handle the 
challenges ofAsian development on its own and thus close collaboration 
and coordination between the Asian Development Bank. lMF, World Bank, 
the UN-system and other relevant partners is needed. ADB as the region's 
'family doctor" has a unique and significant contribution to make. 

To conclude. Mr. President, Sweden looks forward to a close 
cooperation with you, and with the new leadership of the Bank We value 
highly the professional and forward-looking work of the Bank and we 
will continue to strongly support your efforts in transforming ADB into 
a complete development institution of the 21st Century. a:. 

SWITZERLAND 

ROLF JEKER. Governor ad interim 

May I first of all join the previous speakers to express my 
compliments and thanks to the Government of the Philippines and to 
the Management of the Bank for the excellent arrangements made in 
the organization of this Thirty-Second Annual Meeting. In 1998, 
Switzerland had the great honor and privilege of hosting the Annual 



Meeting: we takenow a great pleasure to be this year in theveryhospitable cation as well as for the rapidity and quality of our Bank's response, 
City of Manila, and to have the opportunity of renewed immediate during the difficult time of the financial crisis. The timely intervention 
contact with Asia. of the Bank, closely coordinated with the Bretton Woods institutions, 

has played a significant role in averting bigger disaster and reestablishing 
Economic Situation in the Region economic stability in the region. 

Our Bank continues to play a pivotal and dynamic role to 
During the past two years, the region has beenstruck by massive respond to the large development needs of the region. We recognize and 

monetary and financial turbulence which, amplified through various fully support this Bank's commitment. Nevertheless, we observe with 
contagion mechanisms, caused a very severe and protracted economic concern some recent alteration in the strategic orientation of the Bank: 
contraction in many countries, particularly in Southeast Asia. Economic 
growth in developing Asia was Last year barely above 1 percent, the lowest * During the last 20 months, quick disbursing loans rose to 
level in more than 50 years. Private capital flows towards the region 45 percent of total loans approved in 1998, far in excess of 
 lunged significantly. Unemployment, inflation and reduction of social the traditional ceiling of 15percent.Thisevolution has severe 
services have combined to drastically reduce the real income and living implications for the financial and prudential ratios, and on 
standards of millions of people, particularly for the poorer segments other forms of lending as well as, indirectly, for the poverty 
of society. The damage is severe and the human cost of the crisis has orientation of ADB. 
been enormous. 

We are glad to note some encouraging news; most recent For several years, OCR operations have been concentrated 
macroeconomic and financial indicators do indeed suggest that the on few borrowers, for important amounts. This trend was 
region is on the verge of economic revival. Growth is slowly recovering confirmed this year again. The resulting high level of 
from negative rates in several countries, with exports playing again a concentration of the risk in few countries, together with the 
major role.This positive evolution reflects the efforts already undertaken, massive emergency lending of the past two years, have had 
over the past months, by thegovernments in the region, with thesupport immediate consequences on the management of reserves 
of the international community, to address governance, structural and and on the risk-beating capacity of the Bank. We regret this 
policy adjustments required to fare the aftermath of the crisis. How- arbitrage which penalizes the poorest countries. This 
ever, there is still an important unfinished reform agenda to reestablish situation is all the more difficult to accept, as long as the 
a sound-enabling environment for rapid and sustained economic Bank does not revise substantially its pricing policy, in 
development. Governments of the region need to continue their efforts, particular for emergency loans and large-scale borrowers. 
particularly in the reform of financial and banking sectors, in the We need to return to the spirit of solidarity, which prevailed 
privatization of parastatals, in the improved management of public during ADF VII negotiations. 
finances, in the achievement of more transparent corporate governance, 
and in the fight against corruption. Last year in Geneva, like the previous year in Fukuoka, several 

I have no doubt that these economies will soon regain their voices- including Switzerland-advocated for a bank which endeavors 
vitality and, capitalizing on the hard lessons learned, pay more attention to become a full-fledged development institution, with clear objectives: 
to the needs and interests of poorer segments of the population. promotion of economic growth, the fight against poverty, support for 

human development, improvement of the status of women, and 
The Bank in Action protection of the environment. 

Today, there is a need to critically review the new orientation 
I would like to take this opportunity to express to the President, taken by the Bankin thelight of the top priority goal of poverty reduction 

Management and the staff of the Bank, my appreciation for your dedi- and the new context and trends. Without questioning the need for our 
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Bank to participate in the international efforts to face the dramatic' 
consequences of the recent financial turmoil, I take the view that our 
Banks principal mission must be based on the long-term economic and a 

social development of the poor Asian countries. The core objective of 
our Bank is and must remain the fight against poverty. It is by empow- 
erment and facilitating the access of the poor to the factors of produc- 
tion-land, capital, and education- and to social services, that we will 
together achieve this. 

After two years of crisis in the region, we think it is high time 
for the Bank to reflect on how it sees its future role and mandate. We 
all should admit that the Asian crisis has generated ambiguities regarding 
functions and methods, which we now have to eliminate. 

The Bank should seize this current opportunity to reflect on 
recent experience to consider afresh, and eventually redefine its funue 
mission and core business. At a time when the mobilization of additional 
resources is again high on the agenda-for the replenishment of the 
Fund and, later on, the possible increase of capital for the B a n k 1  believe 
it is timely and appropriate for the Bank to undertake a reflection on 
its long-term vision, and a comprehensive review of a l l  related financial 
and policy issues. 

The Asian Development Fund (ADFI 

The crisis has also severely affected ADE First, no transfer from 
the net income of the Bank has been made to ADF in 1998, all resources 
having been used to consolidate the reserve position of the Bank 
following the dramatic increase of the emergency lending program. while 
ADF has been quitevulnerable to adversemovements in exchange rates 
Second, at a time when there was increased demand for concessional 
resources to address the medium-term social impact of the crisis, ADF 
lending in 1998199 dropped sharply. I would like to underline th 
concern of Switzerland with this evolution, which affects negatively th 
capacity of ADF to meet its central objective to contribute towa 
poverty reduction in the'region. 

Switzerland has always been a reliable partner of the B 
the mobilization of concessional resources. The replenishment process 
is an excellent opportunity to further strengthen the povertyorie 
and profile ofADB. Switzerlandwill be a committed partner in th 
and will participate actively in the discussion and negotiation proces 
for the replenishment of ADE The recently submitted progress report : 
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on ADFVll does represent ausefulconuibution to enter into substantive 
discussion on the midterm performance and constraints of the current 
program, and to prepare the ground for the discussion onADFVI11. This 
document deserves therefore to be carefully analyzed and discussed 
in-depth in the coming weeks. Switzerland will do  that, giving a 
particular attention to strategic issues and experiences related to 
ti) performance-based lending; (ii) strategies to accelerate human 
poverty reduction; and (iii) accelerated self-financing of ADE We also 
hope that the wealthier regional countries can further strengthen their 
support to ADE We look forward to discussing the new ADB poverty 
reduction strategy.We appreciate the increasing emphasis on governance 
aspects, and we hope that empowerment, decentralization and 
community mobilization, in particular, can get more attention in the 
ADF programs. Moreover, the recently concluded discussion on IDA- 12 
will also provide an interesting reference basis for our analysis and 
discussion. 

Since the ADFVII period is expected to end by December 2000, 
there is a need for the Bank to initiate proper and realistic planning for 
the next replenishment. Based on positive experience made over the 
past few years in the context of multilateral financial negotiations. 
Switzerland would favor the early nomination of an external coordinator 
to assume the crucial role of leading the whole process to a successful 
conclusion. .:- 

FAI-NAN PERNG, Governor 

On behalf of my delegation, I would like to express our most 
sincere appreciation to the Government and people of the Philippines 
for their warm hospitality and excellent arrangements for this Meeting. 
I would also l i e  to thank the staff of the Asian Development Bank for 
their hard work. 

Last year, President Sato steered the Asian Development Bank 
through one of the most challenging periods in its 31-year history as 
rehabilitation work began in the region in the aftermath of the Asian 
financial crisis. During his tenure, Mr. Sato had successfully transformed 
the Bank from a project financier into a broad-based development 
institution. I pay my highest respect to Mr. Sato for his many outstanding 



accomplishments. Undaunted by the heavy responsibility and  , of total exports have increased from 34 to 50 percent over the last 10 
remarkable legacy left by his eminent predecessor, President Chino has years. TaipeLChina' is now the world's fifth largest producer of 
sel out to eliminate poverty and to narrow the gap between the rich semiconductors, and  the third largest producer of information 

and ihe poor since he tookofiice in January this year. He has also worked technology-related products, taking the top spot in 11 categories. 
tirelessly to expand the Bank's resources to meet the growing demands In the wake of the Asian financial crisis, the Central Bank of 

from men~bers in the course of economic development. It is my firm China (CBC) has adopteda flexibleexchange rate policy It hasstabilized 
helief that the Asian Development Bank will become a preeminent the exchange rate by removing distortions from the foreign exchange 
international institution ofthe 2ISt century, under the capableleadership market. With the exchange rate stabilized, the CBC has been able to 

of President Chino. implement an easy monetary policy to stimulate domestic demand.The 

In 1998, the Bank continued with the implementation of its Government has also adopted several measures to prevent a number 
Mediurn-Term Strategic Framework to promote economic growth, of  corporate defaults from triggering a chain reaction that might 
reduce poverty, support human development, improve the status of seriously impair the whole financial system. 

women, and protect theenvironment. In the wake ofthe Asian financial A key factor in the Asian financial crisis has been the rapid and 
crisis, the Bank also laid increasing emphasis on financial regulation. I large-scale movements of short-term capital. International capital 
market reforms, as  well as governance. Total Bank lending in 1998 should be directed more toward direct investment orlong-termuse. This 

amounted to about US$6 billion for 57 projects. Cofinancing amounted form of capital flow can benefit both the investor and the recipient, 
to US$3 billion for 24 projects, a 69 percent increaseover 1997. I applaud creating a win-win situation. In contrast, short-term capital movements 

 he Bank's persistent efforts in supporting Asia's economic development a~ highly volatile in nature and should be modulated so that they do 
programs at a lime when resources are scarce. not hamper the recipient economy. Taipei,ChinaW has adopted an 

Owing to the Asian financial crisis, ~ a i ~ e i ~ ~ h i n a ' s '  exports orderly and  progressive approach to financial liberalization. This 
declined in 1998, but our overall economic performance remained approach has lessened the impact of the Asian financial crisis on our 

commendable. GDP grew by 4.8 percent, while CPI went up  by : economy. 
1.7 percent. Per capita GNP reached US$12,040, which was more Beginning from this year, the CBC and the Ministry of  Finance 

remarkable when the equitable distribution was taken into account. (MOF) have jointly introduced a series of measures, which are designed 
Exports rebounded during the first quarter of 1999 and registered a to improve bank balance sheets and income statements in the short 
growth rate of 3.5 percent. This year, economic growth is expected to run, and to bring about financial restructuring in the long run. On the 
reach 5.0 percent with inflation of 1.6 percent. balance sheet side, the CBC has successively lowered required reserve 

The reasons why ~ a i ~ e i , ~ h i n a ' s ~ e c o n o m ~  has been less affected ratios, releasing NT$170 billion for domestic banks to raise their capital 

b)~ the Asian financial crisis include sound economic fundamentals, a base. On the income statement side, the CBC raised the interest paid 

flexible nominal exchange rate and an appropriate real exchange rate, on required reserves, while allowing banks to redeposit their excess 

a sustained current account surplus, huge foreign exchange reserves, reserves with the CBC by offering negotiable certificatesof deposit. MOF 

timely government actions, a prudential regulatory framework for also plans to lower the business tax rate from 5 to 2 percent for the 

financial surveillance, and orderly financial liberalization. banking sector. These two measures will increase bank profits by about 

Persistent R&L) efforts by both the Government and the private NT$45 billion a year, whichwill be usedexclusively to write offbad debts. 

sector have gradually transformed ~ a i ~ e i , ~ h i n a '  into a technology- These measures are expected to clean up shaky bank assets within four 

island. In this respect. Taipei,chinafs' industrial structure differs from years. In addition, the Government is earnestly encouraging mergers 

other countries in the region. Manufacturing products account for some and acquisitions in the banking industry to enhance operational 

98.2 percent of total exports, while high-tech products as a percentage efficiency 

Changed by Meeting Secretariat. Changed by Meeting Secretariat. 

138 



lhipei,China's ' trade and investment are closely linked to As a responsible member, we have repeatedly expressed our 
rest of Asia. In 1998, bilateral trade withother Asian countries amo willingness to serve the international community, especially since the 
to USZ103 billion. Exports to the Asian region were valued outbreak of the Asian crisis. ~aipei.China' is willing to cooperate with 

US$50.1 billion or 45.3 percent of total exports, while imports from Asi otherADB members to provide assistance to needy countries, while also 
countries came to US$52.9 billion, or 50.5 percent of total imports. Asia icipate in the Bank's aid programs. In so doing, we 
has also been a major destination for Taipei,China's' overseas hope to make some contribution towards the stability and prosperity 
investment. By the end of 1998, ~ai~ei,China's' direct investment in [his of this region. The Asian financial crisis has forced us to reexamine the 
region had reached US960 billion. These investments are stable long- current framework for international cooperation. Issues such as 
term investments, which create jobs, accelerate capital formation, and establishing an early-warning system, and setting up the Asian fund to 

promote economic growth. What is more, we have mobilized both the provide contingent credit lines, all deserve close attention. 
~ u b l i c  sector and private enterprises to expand trade and investment Since the beginning of this year, 11 countries in Europe have 
in the region. Among these initiatives, the Southeast Asian Investment fixed their exchange rates with the Euro. In the year 2002. when the Euro 
Company was established with a capitalization of US$] billion, and will me into circulation, a single currency system will be 

focusonlocating promising investment opportunities in the region. Our formally in place. Moreover, a US dollar currency area is also expanding, 
close trading and investment ties with our neighbors reaffirm our the North American Freenade Association having already been formed 

conlmitment to promote economic progress in Asia. anumber of years ago. Three dominant economic blocs have apparently 
In addition to direct investment, we also support regio emerged from the world economy: Europe. America, and Asia. In view 

economic development through other forms of financing. Up to of this development, we may start thinking about the feasibility of 
present, the Bank has raised an equivalent of about USSBOO million in creating a common currency for Asia. With a common currency, Asian 
Taipei,China's' bond market. To ease the liquidity crunch suffered by countries will become more closely integrated both economically and 
a number of countries following the outbreak of the Asian financial crisis, 
the CBC has increased its deposits with the Southeast Asian branches re 1 conclude, I would like to draw yow attention once again 
d ~ a i ~ e i , ~ h i n a '  banks. Total portfolio investment and credit disbursement that Taipei.ChinaS is a founding member of the ADB. 
by ~aipei ,~hina '  banks in this region have now reached USS16 billion. Taipei,Chinae has not only fulfilled its membership responsibilities in 
Taipei,chinaS banks have also participated in the syndicated loans every respect, but has also contributed significantly to the growth of 
arranged for the Philippines and Indonesia, the Bank's cofinancing this organization. Unfortunately, our membership designation was 
program to Thailand, and the revolving credit facility for the Asian alteredin 1986without o w  consent. 1 wouldlie to take this opportunity 

Finance and Investment Corporation. The Export and Import Bank of to reregister o w  protest against the alteration.We wish to develop a closer 

~ a i ~ e i , ~ h i n a '  has launched a special export insurance program under relationship with the Bank, and we are confident that the satisfactory 
which a total of US$28O million in credits has already been approved. resolution of this long-standing issue will serve to strengthen our 
These measures have contributed significantly to the advancement and relationship with the ADB. 
stability of our trade relations wit11 the rest of Asia. In addition, the Finally, may 1 wish the meeting every success and good health 

International Cooperation and Development Fund ofTaipei,china' will 
continue to support development projects and financing programs in 
Asia, while also offering technical assistance and personnel training At the end of the statement by the Governor for Taipei,Chim, the 

opportunities. Given the strong economic potential of Asia, and the Chairman made the folIowing statement: "I thank the Governor for 

progress that Taipei,Chinae has made towards deregulation and global- Fellow Governors. I would l i b  to clarify for the record t h t  

ization, our relationship with the rest ofAsia is set to strengthen further. izes the member only by the name of Taipei,China." - 

Changed by Meering Secretariat. Changed by Meeting Secretariat. 
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THAILAND 

PlSlT LEWITAM, Governor ad interim 

It is a pleasureand an honorto address this Meeting ofthe Board 
of Governors of the Asian Development Bank. At the outset, 1 would 
like to join my fellow Governors in extending our heartfelt congratulation 
on the appointment of President Chino. I am confident that under your 
stewardship, the Asian Development Bank will continue to be a prime 
development institution in supporting economic development of the 
Asian and Pacific region. I would like to thank our host, the Philippines, 
for the warm hospitality extended to all of us. Let me also express our 
appreciation to your predecessor, Mr. Sato, for his active support to the 
region throughout his tenure. His able leadership and tangible 
achievements will be part of his lasting legacy. 

It has been about two years since the financial and cur 
crises broke out and caused social and economic turmoil in Thai1 
In an attempt to overcome the crisis, the current Government 
undertaken market-oriented measures to restore stability and 
At first, restrictive financial policy together with a comprehensive 
financial sector reform program has been able to restore certain degree 
of confidence. As a consequence, macroeconomic stability was achieved 
with a stable exchange rate for the Baht in the last 13 months. This has 
allowed a notable fall in inflation and interest rates which are now 
their historically lows. Moreover, external stability has also been rest 
Current account has reversed from a deficit of around 8 percent of 
in 1996 to a surplus of 12 percent of GDP in 1998. We expect 
current account surplus will continue this year. Our foreign reserve 
that were virtually depleted in the middle of 1997 have increased to 
about $130 billion with the outstanding swap obligation decl 
$4 billion. 

However, our major concern at present is to stimulate e 
activity. When conditions were appropriate, the Government relaxed 
fiscal and monetary stances so as to prime pump the economy. At 
present, domestic liquidity in the banking system has improved and 
the Government has been endeavoring to support commercial banks 
to restructure their customers' debt so as to support business activity. 

In the first quarter of this year, there are indications that the 
Thai economy is bottoming out and beginning to recover.To give further 
momentum, the Government hasannounced, on30March 1999, amajor 
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economic stimulus package comprising expenditure measures, tax 
reductions, and measures to lower energy prices to bolster domestic 
demand while addressing the unemployment and social.problems. 

Apart from measures to restore stability and growth, tlie 
Government has put a strong effort in restructuring financial sector and 
fostering good governance both in the public and private sectors. Major 
legal changes have been approved by the parliament. We believe that 
all these will provide a strong foundation for theThai economy to recover 
in a sustainable manner. 

In this connection, I would like to extend my gratitude and 
appreciation to the Bank and its Management for the financial assistance 
and technical support to our economic reform and social safety net 
programs. 1 would like to assure you that the assistance from the Bank 
will continue to be effectively utilized in an efficient manner. 

Let me now turn to the issues pertaining to the Bank's policies 
and operations, particularly with regard to the Asian Development Fund 
(ADF). We fully support the long-term vision of ADF with an aim to 
achievingtwo complementary goals, namely, catalyzing and accelerating 
the pace of poverty reduction in the region by supporting broad-based 
and equitable growth in developing member countries and accelerating 
the pace at which ADF becomes self-financing. We are of a view that 
since the ADF VI1 period is expected to end in December 2000, there 
is a need to plan now for ADF VI11, which should become effective in 
2001. Equally important is the issue of resource position of the Bank, 
We strongly urge the Bank and all stakeholders to seriously address this 
capital adequacy issue in a cooperative and timely manner. The market 
participants are closely scrutinizing this matter and obviously are 
monitoring the shareholders' support. On ourpart, we fully support and 
encourage the Bank to start negotiating and discussing about the general 
capital increase. 

Lastly, let us add a word or two as the host country of the next 
Annual Meeting. On behalf of theThai Government and theThai people, 
1 would like to wholeheartedly extend an invitation to all of you to join 
us in Chiang Mai for the Thirty-Third Annual Meeting of the Board of 
Governors of the Bank which will be the first in the next millennium. 
Our Northern people are looking forward to welcoming you to their 
charming home. We hope that the Meeting will not only be very fruitful 
but also a memorable one where you can enjoy the warm hospitality 
and the proud traditions and cultures in North of our country-the city 
of Chiang Mai. .:- 



TURKEY 

AYDlN KARAOZ, Temporary Alternate Governor 

It is with great pleasure that 1 address the Thirty-Second Annual 
Meeting of the Asian Development Bank. 

On behalf of the Republic of Turkey, I wish to join other 
Governors in expressing our profound gratitude to the Government of 
the Philippines and to the people of Manila, for their verywarm welcome 
accorded to this Meeting. 

Furthermore, we are grateful to the President and his staff for 
their efforts in providing these excellent arrangements. 

I would like to welcome and wish utmost success to Mr. Tadao 
Chino as t@e new President of the Bank. 1 am sure under his leadership 
and talented management, the Bank will further strengthen its efforts 
to achieve the goals in the region and will continue to encounter the 
challenges in the international environment arising while we approach 
the third millennium. 

Although it is not fully effective. I also would take this 
opportunity to extend my warmest welcome to Turkmenistan as a 
member country of the Bank and we look forward to the accomplish- 
ment of membership procedure of Azerbaijan to this invaluable Bank 
in regional member country status. 

When we overview the economic developments of the past year, 
we see that as well as 1997, last year was a difficult one for the Asian 
economies in general. As a spillover effect of Asian financial crisis, the 
world economy has faced two more financial crises in mid-1998 and 
early 1999, respectively. 

In effect, these turbulences have negatively effected economic 
growth in developing regional countries with the lowest record of the 
last half of the century (1 percent growth rate). Unemployment and 
poverty became the major issues of the region. 

Despite the turbulent events of the past year, with the sound : 

and effective decisions of the successive presidents, the impact of the 
crisis are being warded off successfully and ADB has been able to 
safeguard existing investments as well as rebuild investors' conftdence 
for the new ones. 

During this difficult period. ADB has developed substantial s 
and experience, and once again demonstrated its strength and .; 
determination as an international financial institution emphasizing (~ 
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continuing its operations in the region, even in the most challenging 
economic circumstances. The Bank's cooperation with governments, 
World Bank and IMF has certainly contributed significantly to restoring 
this confidence. 

Obviously many important tasks lie ahead. As the inevitable 
consequence of the crisis, a shift from development financing to 
adjustment and restructuring continued also in 1998, which caused a 
deterioration in the Bank's main objective of poverty reduction and 
equitable economic and social development. In 1998, the financialsector 
received the largest share of lending. 

However, in Asia, poverIy still prevails and to overcome this 
biggest problem, we expect the Bank to allocate more resources to 
project financing in the future as it did before the crisis environment 
of 1997. Within this framework, we hope the efforts on the formation 
of a comprehensive poverty reduction strategy to be intensified 
addressing the problems of unemployment. As the outcome, the Bank 
should allocate more funds for supporting labor intensive projects such 
as irrigation, water treatment, road and dam construction, etc. 

At the same time these projects will encourage trade and private 
sector activities which are also the target of the Bank to be realized 
especially for economies in transition. 

Besides, efforts to improve portfolio management should be 
further intensified, and in this context cancellation of excessive amounts 
of loans should be continued. To ensure effective implementation, 
cooperation with bilateral and multilateral institutions, as well as NGOs, 
should be carried on. Additionally, the volume of program loans should 
be gradually reduced, and the projects with highest economic impact 
should be implemented. 

In this respect, 1 am confident that the Bank's efforts to 
rationalize the private and public sector administrations-through 
restructuring, reforming financial sectors and providing a broad range 
of advisory senices in close cooperation with the related governments- 
will strengthen the economies and improve the welfare and living 
conditions of the people of the region in the medium term. In the mean 
time, the Bank must continue its catalytic role in mobilizingprivate and 
public sector funds as cofinanciers to assist the financing needs of 
infrastructure investments in the DMCs. 

In the last part of my speech 1 would like to address some 
research studies prepared by the Bank. In addition to other very 
important policy papers on different subjects, 1 should congratulate the 



Management for the successful completion of recent papers on  the 
Bank's policies regarding graduation of our DMCs and concessionalADP 
lending terms review with the maximum possible consent among the : 

shareholders. I believe that a much broader consent may be achieved 
for the upcoming policy issues, including OCR loan terms, and the very 2 

exceptional emergency lendings with different pricing. 
Another paper that I would like to mention here is the one 

prepared for limiting the volume of program loans with respect to the ~ 

edstirlg 15 percent ceiling which will further strengthen the financial 
standing of the Bank. If a ceiling is fixed for the volume of program 
lending the Rank will have higher levels ofresources available for projects 
to respond more effectively to the poverty problem in the region. I am 
certain that the Bank's guarantee policy paper to beinline with the other 
IFls, such as World Bank, perhaps even more conservative in volume 
of guarantee operations. 

Moreover, I must mention our appreciation of the staff's effo 
regarding the study called "Renew of Investment Strategy and Authority.. 
Considering the changes in the market environment, the introduction 
of a new strategy using modern theories and new instruments is 
necessary. By doing this in a relatively conservative and professional 
mannerwecan further increaseinvestment incomeand thus net income 
of the Bank. 

In conclusion, I think Asia has immense physical and human 
potential for social and economic growth. Once the necessary steps 
are taken for establishing stable and sustainable economic development 
in Asia, it can regain its key role in the world economy. The Bank's role 
in this respect is crucial. Lasting results need patience, cooperation, 
commitment, adequate resources, and knowledge. 1 a m  sure the Bank 
and the relevant governments have these factors. Thus, I am very 
much optimistic of  a bright and more prosperous future for the 
region. .:- 

UNITED KINGDOM 

GEORGE FOULKES, Alternate Governor 

1 should like to begin by thanking the Government of the 
Philippines for hosting th i shnua l  Meeting of Governors in Manila, and 
the Bank for the arrangements they have made. 
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And also to congratulate Mr. Tadao Chino on his election as 
hesident of the Bank. I am sure that his presidency wil l  be marked by 
a very strong and sustained drive by the Bank on eliminattng poverty 
in Asia. 

This time last year, we were reviewing the impact of the Asian 
crisis on the region, and its people in particular. We welconle the close 
relationship that has developed as a consequence between the ADB, 
World Bankand IMEADB has played its full part i~~promotingstructural 
reforms to strengthen domestic financial systems, and contributing to 
improved public and corporate finance to prevent a recurrence of such 
crisis. It has also, perhaps more importantly, assisted in minimizing the 
effects of  the crisis on poor and vulnerable groups. 

I very much welcome President Chino's commitment to make 
poverty reduction the overarching objective of the Bank, which he 
so eloquently reaffirmed in his speech a t  the opening ceremony 
yesterday. As one of the founding fathers of the Bank, he can speak 
with unique authority about its true mandate.TheUKentirely shares 
your view, Mr. President, that this must be at the heart of the Bankk 
operations, and we see the forthcoming Poverty Strategy as the 
opportunity to do so. This is even more important in the wake of the 
Asian crisis, as the number of poor people in the region has risen 
sharply. 

In the fight to eliminate poverty, we recognize the unique 
contribution that the multilateral development banks can make, through 
the scale of their resources and the influence they can bring to bear. 
The International Development Goals are the culmination of a series 
of landmark UN conferences and meetings in the 1990s and, most 
importantly, are endorsed by all member states of the UN, both 
developing and developed, many of whom are also members of this 
Bank. The Goals include halving by 2015 the proportion of the world's 
population living in extreme poverty, as well as specific targets for 
universal primaryeducation, reduction in infant and maternal mortality, 
and environmental degradation.They offer the best benchmarks against 
which t o  measure progress towards the overall goal of eliminating 
poverty. L.ike World Bank and African Development Bank, the British 
Government has committed itself to the Goals, and I hope that ADB 
will use its Poverty Reduction Strategy explicitly to do so, too. Asia is 
one of the regions where there is a real chance of halving the numbers 
in poverty by 2015-let us all work together to see that this target is 
achieved. 



Over the next three years, the British Government has co 
itself to increasing its overseas aid spending by 28 percent in real t 
Substantial additional resources will allow us to expand our su 
policy reform and increase our support to the better multilateral 
organizations. While we do not claim any moral high ground as we are 
way short of the UN's 0.7 percent GDP target, we hope other 
will follow suit. The downward trend in levels of global aid is very 
worrying. Until this trend is reversed, we will not make progre 
the lnternational Goals. 

We attach considerable importance to the devel 
partnerships and believe that as a shareholder and a donor, the UK 6 

should work closely with the Bank to help developing member countries, 
particularly the poorest. As part of our commitment to partnership, a .. 

high-level mission from my Department will visit the Bank after the 
Annual Meeting for wide-ranging discussions, which I hope will lead 
to regular exchanges between us and the Bank. 

As we look forward, one of the most important concerns for us 
all over the next 12 months, will be the replenishment of the Asian 
Development Fund. I pledge to you all that the UK will play its part to 
secure a good outcome to meet the needs and aspirations of the poorest 
countries. In the ADF negotiations we shall be looking for strong action 
to mainstream poverty reduction as the Bank's overarching objective, 
and suitable references to the lnternational Development Goals.We shall 
seek the adoption of a performance based allocation system, similar 
to those inoperation in IDAand the AfricanDevelopment Fund, covering 
economic management, human development, and governance issues. 
We shall seek the introduction of a Project Quality Control System to 
enhance project effectiveness. Alongside this, we want to see what can 
be done to enhance the effectiveness of the Board of Directors and form 
a new partnership between shareholders and Bank Management. 

We recognize the huge impact on the Bank itself of the financial 
crisis in Asia. We shall play our part in seeking measures to restore the 
Bank's capital adequacy, as soon as practicable, so that the Bank can 
continue to contribute to meeting the development aspirations of its 
borrowing member countries. Finally, let us work together to assist Asia's 
recovery, and continue the march towards the elimination of poverty 
in the region. .:a 

UNITED STATES 

EDWIN M. TRUMAN, Governor ad interim 

It is a pleasure to represent the United States for the first time 
at this Annual Meeting of the ADB Board of Governors. I want to thank 
President Estrada for his welcome and the warm hospitality of his 
country. I also want to add my congratulations to President Chino for 
his election. Speaking personally, I look forward to working closely with 
him once more. 

After several momentous years in which the Asian Development 
Bank has been justly preoccupied with the Asian financial crisis, the 
region served by ADB now faces two priority challenges: first, to deepen 
the essential policyreforms necessary to lay a resilient basis for renewed 
prosperity; second, to intensify the attackon the pervasive poverty which 
has increased due to the economic crisis, in this, the world's most 
populous region. 

Although a good deal has been achieved, there is no room for 
complacency. Our gathering here is an  expression of both our 
commitment to meeting ongoing regional challenges and our conviction 
that cooperative international action through multilateral institutions, 
such as ADB, remains indispensable to our ultimate success. 
Commitment, conviction, and cooperation will be key as Asian 
Development Fund (ADF) donors begindiscussinga new replenishment 
later this year. A new replenishment provides the Asian Development 
Bank the opportunity to integrate in its own operations the development 
strategies and recently learned lessons that enjoy broad international 
support. The agenda must be ambitious. We must build for ADB an 
operational framework that encompasses performance, transparency, 
commitment to poverty reduction, good governance, full participation. 
the private sector, adherence to internationally recognized core labor 
standards, and solid environmental policies. 

Mr. President, we are committed to working closely with you 
and the other shareholders to build a stronger ADB-one capable of 
meeting the challenges of poverty, as well as financial crises when 
necessary. Just as individuals and nations have the best hope for enjoying 
prosperity if they recognize the advantages of cooperation under a 
common set of norms and standards, similarly, the ADB's effectiveness 
will be enhanced by Strengthening partnership, while simultaneously 
exercising its comparative advantage in a common framework with other 



multilateral development banks (MDBs). For this reason, we favor 1 

agreement on a memorandum of understanding between ADB and the 
World Bank. We would note that such an agreement is being developed 
between the Mican Development Bank and the World Bank and that 
an agreement covering the Central Asian countries exists between the '. 
European Bank for Reconstruction and Development (EBRD) and ADB. 

Regional Assessment 

As we look across the region, we see improvements brought 
about by difficult but necessary measures implemented in crisis-affected 
countries and supported by the international financial community. It 
is likely chat the economic decline in most, if not all, the crisis-affected 
countries will bottom out this year. Most now enjoy substantially 
improved foreign exchange reserve positions, better external debt 
profiles, and some recovery of private capital innows. The key now is 
to build on this foundation for stability and sustained growth though 
implementation of continued programs of reform that address the 
structural prohlems that contributed to the crisis. This process would 
he greatly assisted by continued growth and reform in the People's 
Republic of China and the resumption of sustained growth in Japan. 

Crisis Response: What Worked 

Why have some countries apparently recovered faster than 
others?The answer to this question is complex, but I would submit that 
much of the explanation lies in the relative depth of each country's 
commitment to reform. Reform programs are inherently painful to 
implement, but temporarily deviating from them or delaying their 
implementation only prolongs and deepens the pain. It is inevitable 
that program alterations may be needed, and in most crisis-affected 
countries, timely changes have netted improved results. The most 
successful and enduring policies are those that respond quickly or, even 
hetter, anticipate the dangers, thus preventing or minimizing a serious 
crisis. In the Philippines, initial quick reaction, including floating the '. 

peso and adjusting monetary policy, and more importantly, tightening 
prudential regulation of the banking system prior to the crisis, enabled 
our host country to weather the crisis relatively unscathed. 

Once in a crisis, the key to restoring confidence is corrective 
polic~es that are initiated promptly and are applied consistently and 
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credibly. Initially, the programs in Thailand, Indonesia, and Korea were 
unsuccessful in restoring private sector confidence. As a result, private 
sector outflows far exceeded program projections. Authorities in these 
countries were reluctant to tighten monetary policies, both before and 
after exchange rate pegs were abandoned. This initial vacillation 
magnified the difficulties of financial and exchange rate stabilization. 
It was not until early 1998, after Korea and Thailand had adopted more 
appropriate monetary policies and had taken decisive measures to 
address structural problems in their financial sectors that the won and 
the baht started to recover. In Indonesia, delays in decisive implemen- 
tation of a credible monetary policy were costly, as were the many 
questions raised about the Indonesian Government's commitment 
and capacity to implement structural reform. Only after strict 
monetary measures were implemented did the exchange rate begin to 
recover. 

Some have criticized the international community for adopting 
an inflexible approach in dealing with the crisis in the Asian region, 
recommending stabilization policies that would have been better suited 
for Latin America in the 1980s than for Asia in 1997 and 1998. This 
criticism is difficult to reconcile with the oft-expressed view that the 
stabilization programs adopted to combat the crisis actually placed too 
much emphasis on structural reforms. Moreover, it fails to recognize 
two facts: first, the Asian financial crisis started in Thailand, a country 
that manifested most of the classic symptoms of macroeconomic 
imbalance; second, as the crisis spread, policy prescriptions were 
adjusted to the changing conditions even though tbe adjustments may 
not have been quick enough for some. 

Many of these same critics, however, argue that Malaysia's 
embrace of unorthodox policies such as capital controls has been 
responsible for its improving economic and financial situation. While 
it is certainly true that Malaysia's financial situation appears to have 
stabilized and private sector analysts are raising growth forecasts for 
1999, the imposition of capital controls or other radical policies does 
not appear to be the primary reason. First, Malaysia entered the Asian 
financial crisis with stronger economic fundamentals and institutions, 
with a sounder financial system, relatively strong bank regulation and 
s u p e ~ s i o n ,  and relatively low levels of shon-term foreign currency debt 
compared to its regional neigbbors. Second, the controls were imposed 
after the ringgit was substantially devalued. Third, controls did not give 
Malaysia more flexibility to adopt stimulative fiscal and monetary 



policies than other countries had. The authorities' shift to ma 
stimulative fiscal and monetary polides was similar in magnitude 
the adjustments adopted in other crisis-affected countries although 
interest rates have fallen much farther in Korea and Thailand. Fourth, 
the Malaysian Government has pressed ahead with critical bank and 
corporate restructuring; capital controls have not been used as an excuse 
for inaction. These controls also were replaced relatively quickly with 
a more tax-based measure. That is not to say that imposition of capital 
controls will not have significant costs for Malaysia. The distortions 
caused by the remaining controls are likely to increase the longer they 
are maintained. 

promote comprehensive and integrated strategies for bank and 
corporate restructuring, and mobilize new support to help finance the 
fiscal costs of bank recapitalization. 

Complacency in the social sector is equally unwise. As the ranks 
of the poor have swelled due to the crisis, exceptional MDB financ- 
ing helped to maintain a measure of protection for the most vulner- 
able groups in society and to prevent disproportionate cuts in 
programs. As growth returns, it is imperative that governments 
improve, expand, and target social safety nets to those most in need. 
ADB and similar institutions should help governments to put in place 
such programs. 

As we go forward, our attention should be redirected from 
What Still Needs to Be Done and Lessons Learned 

Much of the groundwork for Asian recovery has been laid. Most 
countries are now focusing on macroeconomic policies to foster 
recovery. More stimulative fiscal policies have been adopted, in p a  to 
permit increased spending on needed social programs. The restoration 
of financial stability has allowed monetary policies to be relaxed 
substantially as well, with interest rates now below precrisis levels in 
many cases. As recovery moves forward, an ever-present danger is 
complacency particularly in the financial and corporate sectors. 

Many weak banks continue to balk at making new loans, 
and remain reluctant to take part in much-needed corporate 
workouts that would involve difficult write-downs of capital. 
Prolonging the problem results in insufficient corporate 
liquidity and a growing number of corporate insolvencies. 

. Insolvent corporations, in turn, continue to consume 
precious national savings that could be employed more 
productively by viable firms. The result is further losses for 
the banks and greater need for additional banking sector 
recapitalizations. 

To support bank and corporate restructuring and to help 
revitalize Asia's private sector, and restore growth, the United States and 
Japan launched the Asian Growth and Recovery Initiative (AGRI) in 
conjunction with ADB and the World Bank. A key component of the 
initiative is the Asian Growth and Recovery Program [AGRP), which will 

responding to ;he immediate situation, to laying the foundation for 
renewed economic development and to strengthening the interna- 
tional financial architecture. Renewed prosperity in the region depends, 
in pan, on several of the region's largest economies playing leadership 
roles. A growing Chinese economy has been important to the region, 
and China's stated intention to maintain the current exchange rate 
regime has contributed. While China has so far avoided the financial 
instability which struck elsewhere, the country faces serious economic 

1 challenges. In the immediate term, Chinese policymakers must 

; maintain growth and resist deflationary pressures through the 
: judicious use of fiscal and monetary policies. Simultaneously, it is 
:' important that these immediate challenges not sidetrack them from 

pressing forward with the comprehensive structural reforms needed to 
k sustain growth over the longer term: building a healthy financial sector, 
*. 
;. reforming state-owned enterprises, and creating a tax system that 
i effectively and fairly raises sufficient revenues to support needed 
i government programs. 

Japan, as the region's largest economy, also has a unique and 
: highly important responsibility.We share lapan's goal of supporting Asian 
: recovery, and we are glad to be workjng together in AGRl which was 
i, announced at the Asia-Pacific Economic Cooperation [APEC) Leaders' 

Meeting in November. We believe that AGRl will make an important 
contribution to promote financial and corporate sector restructuring. 
Japan also is assisting other countries in the region through the New 
Miyazawa Initiative. Still, the most important contribution Japan can 
make to aid the recovery of the Asian region and the global economy 

!. is to restoresustainablegrowth in its owneconomy. Japan must persevere 
: in using all available policy tools to revive its economy, and it  must be 



a leader not a follower in finally repairing its ailing financial system and systematically in their lending and internal operations. Delivering 

An economically sound Japan that provides growing, open markets b effective assistance to those who most need it requires that recipients 

its neighbors is critical to the long-term stability and prosperity in the have sound policies and institutions without which a compelling case 

region. for substantial assistance cannot be made. Poor policies and pervasive 
corruption undermine equitable and sustained development in this and 

ADB's Role and Operational Priorities other regions. and it likewise undermines public support for 
development assistance. Development resources are too scarce to 

We envision ADB to be an integral part of a stronger, better- distribute to those countries that choose to disregard standard rules of 

functioning international financial system. A new ADF replenishment governance while many citizens do not have access to basic services. 
provides us the opportunity to sharpen and update our vision for the We should all agree that the era of crony capitalism feeding off 

ADB and to continue to improve the efficiency of its development international public resources is over. Continued aid for those who 

assistance. A full, satisfactory poverty reduction strategy for the Bank consistently fail to adopt basic economic and governance reforms only 

will be critical to members reaching agreement on an ADF replenish- hurts the economic prospects we aim to enhance. 

mcnt. The ADB also needs to incorporate lessons learned in recent We congratulate the Bank for the first important steps it has 

negotiations in other institutions and to adhere to and promote the taken in this area by approving formal policies on good governance and 
updated features of the international financial architecture. As we anticorruption. However, full implementation and constant refining of 

promote good governance, transparency, participation, and ongoing implementation is imperative. ADB must convincingly take the 
accountability around the world, so too it must be done both through next crucial step by systematically linking lending allocations to 

and in the Bank itself. monitorable, transparent performance criteria, which include 
First, we must address the needs of Asia's poorest. One & i o n  governance. 

of the world's poorest remain in the ADB's backyard, and the ADB's We were reminded by the Asian financial crisis that good 

primary mission must be the promotion of enduring poverty reduction corporate governance also is an essential element of governance policy. 

The street children of Asia can make it if they txy, but their odds will The Bank has appropriately stressed good corporate governance 

increase if ADB can give them an effective helping hand. In this practices in its financial sector loans; it must set a good exampleoftrans- 

connection, we welcome President Chinob statement that poverty parency, accountability, and participation in its own corporate 

reduction is the overarching objective of the Bank. The ADB's short-term governance. 

response to the Asian crisis of providing finance for social safety net Good governance is also about making sound fiscal choices. 

programs, especially for women and children-which we strongly ADB, and indeed all the international financial institutions,(lFls), need 

encouraged-filled a critical gap. Moving forward, it is clear that a more to work more systematically and effectively with borrowers to ensure 

comprehensive, long-term approach is needed. By investing in jobs for that budget decisions are sensible and transparent, that nonproductive 

the poor, health, education, and safe water and sanitation, we make spending, particularly for military purposes, does not come at the 

an investment in the healthy, productive workforce that is necessary expense of Asia's poorest or most crisis-affected. Additionally, dl fiscal 

for sustainable growth, and thus sustainable development. We are choices should be Fully understood by and accessible to the citizens 

pleased that the Rank is producing a detailed strategy for poverty whose lives they directly affect. 

reduction. We believe it should include a road map of necessary policy Third, we believe that the Bank has much progress to make in 

reforms. effectively addressing the critical privatesector issues in the region. This 
Second, good governance matters enormously for economic component of the Bank's programs must be broader, stronger, deeper, 

success. The documentation on this proposition is overwhelming. We and supported with greater resources. This is particularly important in 

believe there should be no further debate. ADB and the other the post-crisis environment. We must remember that the private sector 

international financial institutions must address this issue resolutely is the engine of job and income generation, and strong economies are 
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built on the backs o f s m d -  and medium-sized enterprises (SMEs) 
SMEs are labor intensive, and are adaptable to changing eco 
conditions, and they account for a large share of the gross n This Bank and the global financial system depend upon their 

product (GNP) of the region. The Bank's Private Sector Group multilateral character as one of their strengths. Both face challenges, 

important role to play in mobilizing capital, working hand in h but none that cannot be overcome through increased cooperation. 

program and project departments. commitment, transparency, and strong policies. The necessary policies 
Fourth, internationally recognized core labor standards should and groundwork for recovery in Asia are being put in place. IfADB draws 

be incorporated into MDB programs and policies. Coopera upon the strengths of its many elements, including its shareholders and 
the International Labour Organisation (ILO) should be increased and . its highly qualified staff, through an open and evenhanded process, it 

formalized, and analyses of adherence to core labor standards should has the capacity to help bring renewed prosperity andsustainable broad- 

be a key element of country assistance strategies. Other MDBs - based growth to fruition in the region. .> 
embracing this policy orientation, and given the critical role of labm: 
policies in the formation of sustainable development, th 
deserve to be central to the development agenda for ADB. 

Fifth, long-term sustainable development means add 
UZBEKISTAN, REPUBLIC OF' 

serious issue of environmental degradation. Many Asian cities ham BAKKIlYAR KHAMIDOV, Governor 

dangerously high air and water pollution levels that impose significant 
health care costs. T&ng these costs into account when making pdi@~ The year 1998 was one of the most dramatic for the world 

decisions on investments in energy, transport, and water sectors makes economy during the last decades. Crisis in some countries and regions 
good economic sense. We expect that the next generation of ADB : had worldwide dimensions. Financial shocks in different countries of 
environmental programs will address the root of the policy and structural the world not only affected the market conditions unfavorably, but also 

causes of environmental degradation. caused adrain ofinvestments from the markets ofdevelopingcountries. 
The Bank has clearly demonstrated that it has the capacity and They. thus, also had rather negative implications on the progress of 

will to respond quickly to difficult issues. The Bank's recent track record reforms in transitional economies. 
has been impressive, and several recent initiatives deserve recognitioa : The crises in Southeast Asia and some new independent states 
strong policies regarding gender, nongovernment organizations [NCOs)," revealed that the transformation process is more complicated than what 

and indigenous peoples; the Law and Development Prog some overoptimistic economists have perceived them to be. And the 
policy on information disclosure which is one of the best among the reason is quite simple. Before the Asian economic crisis, they had to 
MDBs. This proven track record demonstrates that the Bank is well only manage the transition process in their respective countries where 

positioned to address the challenge of making itself a more poverty this process meant the transition from less-developed market relations 
focused, performance-driven institution, while still maintaining ita to the more developed ones. The new independent states undergo quite 

capacity to assist its members facing sudden crises. In this regard, an opposite process of transition, that is, from a planned and 

the Bank has to take steps to strengthen its income stream, in order administrated system to a free market economy. 

to improve its financial position. We welcome the Bank's initiative to With the crisis, the most dangerous consequence is the rejection 
review the terms of the hard-loan window, a needed step toward of the reform ideas by the majority of the population. That means that 

sustaining the financial health of the institution. We strongly urge the countries in transition require even more viable procedures of 

the Bank to move quickly to adopt an emergency lending instrument economic transformation, preventing the crisis from causing 
with higher terms and shorter maturities, designed for those middle- hyperinflation and exacerbating social tensions. In no case are we 

income developingcountries that may be most vulnerable to Future 
financial crises. Statement delivered in Russian. Ttanslation supplied by the delegation. 
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doubting the fundamental principles and procedures of market ref0 
But, at the same time, we believe that the terms, the arrangements, 
the pace of reforms shall be the prerogative of the country. Each. 
operational country needs to adopt a flexible approach based on the 
real economic conditions, the national priorities, the mentality and 
traditions of its people, and the social living standards. 

We fully concur with Mr. Chino's statement that social protection 
is needed to maintain public support for, and ensure the success of, 
the ongoing reforms. Our position is backed by the practice of market 
reforms' implementation in Uzbekistan. In our context, the economy 
had been protected from external shocks, and we have adopted a well- 
designed policy, gradual approach, and targeted social safety nets. Thh 
helped us to achieve relatively stable economic growth. The experience 
of Uzbekistan proves that a step-by-step approach to implement reforms. 
and sound policy based on mentality, traditions, and local peculiarities 
promotes stable economic and social development of the country. 

Uzbekistan as the biggest country incentral Asiamakes her own 
conclusions of what caused the crises. We believe that a major 
precondition to avoid such a crisis is the creation of a strong, heal 
well-balanced. and professionally managed financial sector as well 
the responsibility of national leaders. The expansion of membership o 
ADB countries in economic programs, in partnership with in 
institutions and organizations, can become a powerful fact 
economic and social stability for certain countries and regions of the world 

The strengthening of regional cooperation in the field of 
environmental protection and transport communication becomes a 
keynote for Uzbekistan and I think for all countries of Cenual Asia. AD6 
projects developed within the framework of the TRACEKA transport 
corridor is of considerable importance to us. This transport 
communication system, when completed, will allow the Asian system 
to connect with the European transport systems ria Central Asia. It will, 
thus, strengthen the economic and uade cooperation between the M i  
and European economies. We call on the Bank to be a locomotive o 
the historical mission for the renewal of the "Great S i  Road." 

One of the most fundamental problems for the Asian 
undergoing the process of transition is the agriculture sector. 
inherited from the former administrative and planned Soviet econo 
is a rather conservative and retrogressive sector. We highly apprec 
the consistent efforts of ADB Management to promote reforms in agri 
ture via establishing new types of market relations based on the gr 
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of small and medium enterprises, the creation of a middle class in the 
rural areas, and the introduction of advanced and intensive technologies. 

We believe that the core success factor for development is the 
social and professional ability of the society to accept and implement 
the ideas of a market economy and a democratic legal state. In this 
respect, under the initiative of Mr. Islam Karimov, the President of the 
Republic of Uzbekistan, the National Program for Skills Development 
has been worked out and approved.The implementation ofthis program 
is closely connected with the development of social infrastructure, and 
the strengthening of employment opportunities. This is of the highest 
priority for the Republic. We are grateful to ADB for its assistance, and 
would l i e  to underline the very important role ADB is playing in the 
implementation of the above priority projects by providing financial 
support both in the sphere of general and special secondary vocational 
education. ADB has indeed responded quickly to the requirements of 
the Government in the above spheres. 

We believe that the Bank should increase the capacity of 
programs meant to support private sector development mainly through 
direct assistance and loans. Maybe the Bank should become a 
shareholder of some private enterprises and companies ria its Private 
Sector Group. 

In conclusion. I would like to express my assurance that the 
Bank, under the stewardship of Mr. Chino, its new President, with its 
highly professional staff, their persistent desire to meet timely the 
requirements of an economy undergoing changes, and their aim to 
promote the development of the countries of this region; that this Bank 
is well suited to enhance the efficiency of our economies and enable 
us to achieve our long-term strategic objectives. 

On behalf of the delegation of the Republic of Uzbekistan, 
I would like to express our gratitude to the Government of the 
Philippines, and the city of Metro Manila for their hospitality. I would 
also like to thank the Bank's staff for the traditionally high level of 
organizational arrangements made for this Annual Meeting. .:. 



WET NAM, SOCIALIST REPUBLIC OF 
< 

LE DUC THUY, Head of Delegation 1 
2 

It is my great honor to address this Thirty-Second Annual :i 
Meeting of the Bank. First of all, please allow me to express our sincem '$, 
thanks for the excellent arrangements made by the Secretariat and other $! 
Bank staff for this Annual Meeting and the warm hospitality extended '3 
to us by the people and the Government of the Philippines. I would like 
also to join the other representatives in congratulating Mr. Tadao Chino. 
the Bank's new President for his well-deserved appointment. 

Over one year ago, since we last met in Geneva, the world has 
witnessed complex developments in terms of political and socioeco- 
nomic developments, as well as weather conditions. The regional 
financial crisis, while devastating for the economies of many Asian 
countries, also placedon them enormous social burdens such as political 
instability, unemployment, poverty, and disease. To address these 
complicated problems in an effective and comprehensive manner 
requires international multilevel cooperation, at both the global and 
regional levels. The Bank, challenged by the pressure of shrinking 
Asian Development Fund (ADF) resources, has been increasing its 
catalytic role for mobilizing resources from both official and private 
sector sources. In this context, we also sincerely hope that the B d s  -: 
strong efforts for the replenishment of ADF VII will come to fruition at 
an early date. 

We are always confident and supportive of the evolvingstrength ': 

and reform of the Bankitself and the initiatives first promoted by former 
President Sato and now being pursued by President Chino for making 
the Bank become a"family doctor" of our region. History has on record 
many miracles made by Asian countries in developing their economies .<$ 
I believe that by an approach which meets the particular and, at times, 
unique conditions of a specific country and region, Asia will further ;? 
develop by bravely overcoming this difficult circumstance, thus 3 
paving the way for further progress in economic development, 
prosperity, and equality. To that end, I would like to request President 2 
Chino and the Board of Governors to consider the possibility of 4 
improving the Bank's administrative procedures toward a more flexible '4 
and timely manner regarding the Bank's assistance to its developing ':$ 
member countries, by so becoming our real "family doctor" of Asian 3 

Like other regional countries, Viet Nam also suffers negative 
effects of the crisis, illustrated by the contraction of exports, decline in 
foreign direct investment inflows in terms of number and volume of 
new projects, and suspension of ongoing projects. In addition to that, 
high pressure on the exchange rate has been affecting the foreign 
exchange market and the balance of payments. Moreover, constant 
occurrence of calamities, like drought and flood, resulted in severe 
human and physical losses. Figures of 1998 and the first quarter of 1999 
show that Viet Nam is still maintaining positive economic growth, but 
at a lower level than the last few years. Realizing the serious 
consequences of such impacts, the Government of Viet Nam is 
determined to pursue appropriate reform measures to further develop 
a market economy and regain investors' confidence, thereby facilitating 
macroeconomic stability, social cohesion, and economic development. 

The Government of Viet Nam believes that the progress on 
reform that we can achieve today and in the future would be sustained 
only with a foundation of political stability, social equality, and peace. 
Viet Nam, therefore, has recently introduced a broad and comprehensive 
program for agricultural and rural development. Starting from a low 
economic base as a less-developed agriculture-based country,Viet Narn 
is now promoting an  industrialization program in agriculture 
production. In this regard, we intend to continue implementing 
appropriate structural adjustment measures so as to create employment 
and raise incomes of the rural poor, and also facilitate increasing savings 
for industrialization, to upgrade socioeconomic infrastructure by 
establishing service and industrial zones, and small-scale urban areas 
in the countryside. The institutional and policy constraints would also 
be removed to enable stronger and more stable socioeconomic 
development and poverty reduction in the rural areas. Any kind of 
business that leads to production promotion, employment generation, 
and improvement of living conditions in the rural areas will be strongly 
encouraged. 

Needless to say, the renovation inViet Nam is passing through 
a difficult transition, and requires more deepening of reform measures 
given the complex developments in the world and negative impacts of 
the regional crisis. Despite the magnitude of this huge challenge. Viet 
Nam will remain undeterred and stay firmly on the path of economic 
and administrative reforms. We strongly believe that with our greater 
efforts, together with the sincere and enormous support extended by 
the international community, particularly the valuable assistance from 



the Bank, we will have a stronger motivation and confidence to huther 
develop our country. On this occasion. I would like to express the higheat 
appreciation of the people and the Government of Vier Nam for the 
constant support of the Bank so far and hope that even stronger support 
will be extended by the Bank both in terms of financial resources, and 
also the very valuable advice we have always received, in the years to come 

The second millennium is soon to close. The diary of this century 
records the unceasing developments of the world in general and Asia 
in particular. All of you here, perhaps, when you recall one nation's 
development history, believe that Asian countries, struggling now with 
long-term economic and social challenges, will confidently grow up in 
peace and cooperation toward a better society in the third millennium, 
a society of prosperity and equality. .:. 

Closing Remarks By 

THE PRESIDENT OF THE BANK 

TADAO CHINO 

Introduction 

The Thirty-Second Annual Meeting of the Board of Governors 
is now drawing to a close. During the past three days, the Governors 
have examined the performance of the Asian and PaciIic region and the 
performance of this Bank. 1 am very gratehd to the Governors for their 
many valuable views and insights, particularly on the challenges which 
Lie ahead, and how the Bank can continue to serve the interests of the 
region and its members. I will carefully consider all the suggestions that 
have been made. I also wish to thank the Governors for the strong 
support and encouragement given to me to lead the Lkmk into the new 
millennium. 

The Region 

The Governors noted that while the region is beginning to show 
signs of recovery, there are still many challenges during the recovery 
phase. The Governors also observed that the outlook for the region for 
the medium term is encouraging. This progress is the product of the 
determination of the governments and the people in the region to 
undertake diRcult policy and institutional reforms, as well as assistance 
provided by the international community including the Lkmk and bi- 
lateral donors. 

The Governors recognized that the path of sustained economic 
recovery in the region is a challenging one, and that there is no room 
for complacency or reduced commitment to continued reforms and 
assistance. The Governors noted that the resumption of capital inflows 
into the region will remainan important sourceofinvesunent to achieve 
future growth. 

The Governors noted that the effects of the financial crisis have 
varied among different segments of society, with the poor and vulnerable 
groups suffering most in terms of unemployment and poverty. The 
Governors observed that the crisis has shown the fragile nature of past 



social gains in the face of sudden and adverse change in economic 
conditions for the region. 

A number of Governors underscored the need for accelerated 
reforms to ensure a return to growth, to reduce vulnerability to crisis 
within an  open trade and investment regime, and to provide social 
protection to those most affected by the crisis. 1 am pleased to note that 
the Governors have endorsed my views, as stated in my Address to the 
Meeting, on the need for continued efforts and assistance for creating 
sound financial systems, for improved governance in the public and 
private sectors, for social protection and human resource development, 
and for improving the environment. 

The Bank 

TheGovernors noted that the Bank has played animportant role 
in responding quickly and decisively to the crisis.The Bankwill continue 
to work closely with developing member countries (DMCs), as well as 
the internationalcommunity, during the recovery phase. The Governors 
also noted that the Bank should continue in its principal role as a 
provider of long-term capital and technical assistance, to promote and 
sustain broad-based economic and social progress in the DMCs. I can 
assure you that this is indeed so. 

While this is my fust Annual Meeting as President of the Bank, 
I am fully aware of and appreciate the Bank's important position and 
standing in the region. The Bank is a learning organization; it reflects 
international best practices, it has vision, and it exercises leadership. 
The Bank understands the importance and value of multilateral 
cooperation that serves the interests of the institutions and their 
shareholders. At the same time, the Bank will retain and exercise its 
responsibility for defining its strategic role to assist its DMCs. Under 
my leadership, the Bank will strive to enhance cooperation with other 
multilateral institutions, while keeping in mind the benefits of 
competitive pluralism. 

ADF VlII 

the ADF Vlll negotiations will take place in Brisbane, Australia, in 
October this year. I am grateful for the generous offer of the Government 
of Australia to host the first formal meeting of the ADFVIll negotiations. 

ADF serves many of the economic and humanitarian interests 
of contributing members and does this in a cost-effective manner. ADF 
is directly and broadly involved in the economic and social development 
of the poor and less creditworthy countries in the Asian and Pacific 
region. I t  is important that the Bank continue to have adequate 
concessional resources to support its strategic role in assisting the social 
and economic development of its poorer and morevulnerable members. 

ADF is also an important means by which the Bank can foster 
and support regional cooperation. I encourage traditional donors, as 
well as more recent and potential new donors, to plan for their full 
participation in the forthcoming ADFVlll negotiations. Their objectives 
and interests in the replenishment of ADF will be given careful 
consideration. 

Conclusion 

I am confident that the Governors fully support the directions 
the Bank is taking to meet its commitments to the region, as weU as 
to continue the transformation to a truly broad-based development 
institution. These directions will provide a sound basis for meeting the 
needs of borrowers while serving the interests of all members. 

I look forward to the Governors' continued support and  
cooperation as the Bank forges ahead to achieve progress toward our 
shared vision of an Asian and Pacific region free of poverty. 

I thank the Chairman and the two Vice-Chairmen for their 
excellent stewardship of our deliberations over the last three days. 1 
would Lie to congratulate the Governor for Thailand who will serve as 
Chairman of the Board of Governors for the coming year. We welcome 
this opportunity to work closely with you. 

1 wish all of you a safe and enjoyable journey back home and 
look forward to seeing you again in Chiang Mai next year. 

In their statements, as well as in my meetings with them, the 
Governors have expressed their suppon to commence the negotiations 
for the next replenishment of the Asian Development Fund (ADF). 
Therefore, 1 am pleased to announce that the fust formal meeting of 



RULES FOR THE ELECTION OF DIRECTORS 
AT THE THIRTY-SECOND ANNUAL MEETING 

1. DEFINITIONS 

In these Rules, unless the context shall otherwise require, 

(a) 'Rgreement" means the Agreement Establishing the Asian 
Development Bank; 

(b) "Board" means the Board of Governors of the Bank; 

(c) "Chairman" means the Chairman of the Board of Governors 
or a Vice-Chairman acting as Chairman; 

(d) "Governor" includes the Alternate Governor or any 
temporary Alternate Governor when acting for the 
Governor; 

(e) "Secretary" means the Secretary of the Bank; 

( f )  "Election" means the election of Directors at the Thirty- 
Second Annual Meeting. 

2. BASIC RULES-ANNEX B OF THE AGREEMENT 

The provisions of Annex B to the Agreement shall apply to the 
conduct of the Election subject to the adjustments (incorporated herein) 
in the number of Directors to be elected and in the minimum and 
maximum percentages authorized under Resolutions Nos. 27 and 37 
of the Board. 

In the event of a conflict between these Rules and the provisions 
of Annex B, the provisions of Annex B shall prevail. 

3. NUMBER OF DIRECTORS 

'helve 112) Directors shall be elected, eight (8) representing 
regional members and four (4)  representing nonregional members. The 
eight (8) Directors representing regional members shall be elected in 
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accordance with the provisions of Section AofAnnexB of the Agreement 
. and the four (4) Directors representing nonregional members shall be 
: elected in accordance with the provisions of Section B of Annex B of 
:: the Agreement. 

Separate balloting shall be conducted for the election of the 
Directors representing regional members and for the election of the 

; Directors representing nonregional members. 

la) Any person nominated by one or more Governors shall be 
eligible for election as Director, provided that the nomi- 
nee is a national of a member country. (No two or more 
Directors may be of the same nationality) 

(b) Each nomination shall be made on a Nomination Form 
furnished by the Secretary, signed by the Governor or 
Governors making the nomination, and deposited with the 
Secretary. 

(c) A Governor may nominate only one person. 

Id) Nominations may be made until 12:00 noon on Saturday, 
1 May 1999. The Secretary shall circulate among Gover- 
nors a list of the persons so nominated. 

* 5. SUPERVISION OF THE ELECTION 

The Chairman shall appoint such tellers and other assistants 
and take such other action as deemed necessary for the conduct of the 
Election. 

6. BALLOTS 
i 

Before a ballot is taken, a form for that ballot shall be furnished 
to each Governor entitled to vote. On any particular ballot only ballot 

V o r m s  distributed for that ballot shall be counted. i 

i 
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:tion of Directors Representing Regional Members 

Each ballot shall be taken as follows. 

(a) The roll of regional members whose Governors 
are entitled tovote shall be called inalphabetical 
order. After a member's name is called, the 
Governor for such member shall deposit the 
signed ballot in the ballot box. 

(b) When a ballot has been completed, the 
Chairman shall cause the ballots to be counted 
and shall announce the names of the persons 
elected before the end of the session at which 
the Election is held. If a succeeding ballot is 
necessary, the Chairman shall announce the 
names of the nominees to be voted on and the 
members whose Governors are eligible to vote. 

(c) If the tellers are of the opinion that any particular 
ballot is not properly executed, they shall, ifpos- 
sible, afford the Governor concerned an 
opportunity to correct it before tallying the 
results; and such ballot, ifso corrected, shall be 
deemed to be valid. 

When, on any ballot, the number of nominees does 
not exceed the number of Directors to beelected, each 
nominee shall be deemed to beelected by the number 
of votes received by the nominee on such ballot, 
provided, however, that seven (7) nominees have each 
received the minimum of eight (8) percent of the total 
voting power of regional members, and provided 
further that no objection is raised to this procedure 
by any Governor. If objection is raised by any 
Governor, the following rules shall apply: 

Any nominee shall not be deemed to have been 
elected if that nominee has not received on such 
ballot the minimum of eight (8) percent of the 
totalvotingpower of regional members. In such 
event, a succeeding ballot shall be taken for 
which the nominee or nominees not elected 
shall be eligible. The Governors entitled to vote 
in such ballot shall be (a) Governors who voted 
in the preceding ballot for a person who is not 
elected; and (b) Governors whose votes for a 
person who is elected are deemed, in 
accordance with paragraph 4 of Section A of 
Annex B, to have raised the votes cast for that 
person above ten (10) percent of the total vot- 
ing power of regional members. 

If, after the second ballot, eight (8) persons are 
not elected, further ballots shall be held in 
conformity with the principles and procedures 
laid down in Section A of Annex B, except that. 
after seven (7) persons are elected, the eighth 
shall be deemed to be elected and the remaining 
votes shall be deemed to have counted towards 
that person's election. 

(3) When, on any ballot. the number of nomineesexceeds 
the number of Directors to be elected, the eight 
(8) persons receiving the highest number of votes 
shall beDirectors, except that no person who receives 
less than eight (8) percent of the total voting power 
of regional members shall be considered as elected. 

If eight (8) persons are elected on the first ballot, the 
votes that were cast for the persons not elected shall 
be deemed to have counted towards the election of 
any of the eight (8) Directors as chosen by the 
Governors having such votes. 

If eight (8) persons are not elected on the first ballot, 
a second ballot shall be held in which the person who 



receives the least number of votes in the precedhg 
ballot shall be ineligible and in which votes shall be 
cast only by: 

(a) Governors who voted in the preceding ballot for . 
a person who is not elected; and 

(b) Governors whose votes for a person who is 
elected are deemed, in accordance with 
paragraph 4 of Section A of Annex B, to have 
raised the votes cast for that person above ten 
(10) percent of the total voting power of the 
regional members. 

lf, after the second ballot, eight (8) persons are not 
elected, further ballots shall be held in accordance 
with paragraph 5 of Section A of Annex B. The 
Governors entitled to vote on such succeeding ballots 
shall be only: 

(a) Governors who voted in the preceding ballot for 
a person who is not elected; and 

(b) Governors whose votes for a person who is 
elected are deemed, in accordance with 
paragraph 4 (a) of Section A of Annex B. to h 
raised the votes cast for that person above ten 
(LO) percent of the total voting power of the 
regional members. 

Any Governor, part of whose votes must be counted 
in order to raise the votes cast for any person above 
eight (8) percent, shall be considered as casting all 
his or her votes for that person even if the total 
number of votes cast for that person thereby exceeds 
ten (10) percent. 

If, on any ballot, two or more Governors having an 
equal number of votes shall have voted for the same 

nominee and the votes of one or more, but not all, 
of such Governors could be deemed under paragraph 
4 of Section AofAnnexB to have raisedthe total votes 
received by such nominee above ten (10) percent of 
the eligible votes, the Chairman shall determine by 
lot the Governor or Governors, as the case may be, 
who shall be entitled to vote on the next ballot. 

Election of Directors Representing Nonregional Members 

(1) Each ballot shall be taken as follows 

(a) The roll of nonregional members whose 
Governors are entitled to vote shall be called in 
alphabetical order. After a member's name is 
called, the Governor for such member shall 
deposit the signed ballot in the ballot box. 

(b) When a ballot has been completed, the 
Chairman shall cause the ballots to be counted 
and shall announce the names of the persons 
elected before the end of the session at which 
the Election is held. If a succeeding ballot is 
necessary, the Chairman shall announce the 
names of the nominees to be voted on and the 
members whose Governors are eligible to vote. 

(c) If the tellers are of the opinion that any particular 
ballot is not properly executed, they shall, i f  
possible, afford the Governor concerned an 
opportunity to correct it before tallying the 
results; and such ballot, if so corrected, shall be 
deemed to be valid. 

(2) When, on any ballot, the number of nominees does 
not exceed the number of Directors to be elected, each 
nomineeshall bedeemed to beelected by the number 
of votes received by the nominee on such ballot, 
provided, however, that three (3) nominees have each 
received the minimum of seventeen (171 percent of 



the total voting power of nonregional members. 
provided further that no objection is 
procedure by any Governor. If objection is rais 
any Governor, the following rules shall apply: 

Any nominee shall not be deemed to have been - 
elected if that nominee has not re 
ballot the minimum of seventeen (17) 
of the total voting power of nonr 
members. In such event, a suc 
shall be taken for which 
nominees not elected shall be 
Governors entitled to vote in suc 
be (a) Governors who voted in t 
ballot for a person who is no 
(b) Governors whose votes for a person who 
elected are deemed, in accordance wi 
paragraph 4 of Section B of Annex B, to have 
raised the votes cast for th 
nineteen (19) percent of the tot 
of nonregional members. 

If, after the second ballot, four (4) persons are not 
elected, further ballots shall be h 
with the principles and procedur 
Section B ofAnnex B, except that, after three (3) per- 
sons are elected, the fourth shall be deemed to be 
elected and the remaining votes shall be deemed U, 

have counted towards that person's election. 

When, on any ballot, the number of nomineesexcd  
the number of Directors to be elected, the four (4) pa- 
sons receiving the highest number of votes shall be 
Directors, except that no person who receives lea 
than seventeen (17) percent of the 
of nonregional members shall b 
elected. 

If four (4) persons are elected on the First ballot, the 
votes that were cast for the persons not elected shall 

be deemed to have counted towards the election of 
any of the four (4) Directors as chosen by the 
Governors having such votes. 

If four (4) persons are not elected on the first ballot. 
a second ballot shall be held in which the person who 
receives the least number of votes in the preceding 
ballot shall be ineligible and in which votes shall be 
cast only by: 

(a) Governors who voted in the preceding ballot for 
a person who is not elected; and 

(b) Governors whose votes for a person who is 
elected are deemed, in accordance with 
paragraph 4 of Section B of Annex B, to have 
raised the votes cast for that person above 
nineteen (19) percent of the total voting power 
of nonregional members. 

If, after the second ballot, four (4) persons are not 
elected, further ballots shall be held in accordance 
with paragraph 5 of Section B of Annex B. The 
Governors entitled to vote on such succeeding ballots 
shall be only: 

(a) Governors who voted in the preceding ballot for 
a person who is not elected; and 

(b) Governors whose votes for a person who is 
elected are deemed, in accordance with 
paragraph 4(a) of Section B of Annex B, to have 
raised the votes cast for that person above 
nineteen (19) percent of the total voting power 
of nonregional members. 

(4) Any Governor, part of whose votes must be counted 
in order to raise the votes cast for any pe;son above 
seventeen (17) percent, shall be considered as cast- 
ing all her or his votes for that person, even if the total 



number of votes cast for that person thereby owever, with the consent of the outgoing Director, a newly elected 
nineteen (19) percent. irector may assume office at such earlier date as may be mutually 

(5) If, on any ballot, two or more Governors having an 
equal number of votes shall have voted for the 12. GENERAL 
nominee and the votes of one or more, but n 
of such Governors could be deemed under paragrnph Any question arising in connection with the conduct of the 
4 ofsection B ofAnnex B to have raised the totalvotes Election shall be resolved by the tellers, subject to appeal, at the request 
received by such nominee above nineteen (19) per-: of any Governor, to the Chairman and from the latter to the Board. 
cent of the eligible votes, the Chairman shall; Whenever possible, any such questions shall be put without identifying 
determine by lot the Governor or Governors, as the the members or Governors concerned. 
case may be, who shall be entitled to vote on the next-' 
ballot. 

ABSTENTION FROM VOTING 8. 

If a Governor abstains from voting on any ballot, that Governor, 
shall not be entitled to vote on any subsequent ballot at this Electiom 
and that Governor's votes shall not be counted. If, at the time and place; 
of any ballot, a member is not represented by a Governor, such member! 
and its Governors, if any, shall be deemed to have abstained from votin 
on that ballot. 

9. ELIMINATION OF NOMINEES 

If, on any ballot, two or more nominees receive the same lo 
number ofvotes, no nominee shall be dropped bom the next succee 
ballot, but if the same situation is repeated on such succeeding ballot, 
the Chairman shall eliminate by lot one of such nominees from the next 
succeeding ballot. 

10. ANNOUNCEMENT OF RESULT 

After the last ballot, the Chairman shall cause to be distributed 
a statement setting forth the result of the Election. 

11. COMMENCEMENT OF TERM OF OFFICE 

Directors shall be deemed to have qualified to hold office as 
horn 1 July 1999 and their term of office shall commence from that date. 
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Document No. BW 

REPORTS OF THE BOARD OF DIRECTORS 
PRESENTED AT THE THIRTY-SECOND ANNUAL 

FINANCIAL STATEMENTS AND INDEPENDENT 
AUDITORS' REPORTS 

REPORT OF THE BOARD OF DIRECTORS 

In accordance with Article 3l(iii) of the Articles of Agreem 
and Section 15 of the By-Laws, the audited financial statements of 
Bank for 1998, including the financial statements for the 
Special Funds, as contained in the Annual Report for 1998, are submi 
for approval, together with the ten of a draft ~esolution.' 

The ten of the Resolution as adopted (Resolution N a  263) appars on p.ge 

1 78 

Document No. BG32-6 

AUICATION OF NET INCOME 

REWRT OF THE BOARD OF DIRECTORS 

1. The Bank's net income from its ordinary capital resources for 
the year ended 31 December 1998, after appropriation of guarantee fees 
of $2,639,000 to the Special Reserve in accordance with Article 17 of the 
Articles of Agreement, amounted to $464,257,000. The Board of Directors, 
after due consideration, recommends that the Board of Governors 
allocate $464,257,000 of 1998 net income to the Ordinary Reserve of the 
Bank and that an amount of 380,000,000 held in the Bank's Surplus 
account be reallocated to Technical Assistance Special Fund. 

2. The net income from the Asian Development Fund (the Fund) 
for the year ended 31 December 1998 amounted to $109,699,000. Under 
the regulations governing the Fund, the net income of the Fund is 
required to be retained in the Fund, except that the Board of Governors 
may transfer some of the net income to be applied towards technical 
assistance grants. Owing to the need for further resources for 
concessional lending, no such transfer is recommended by the Board 
of Directors. 

3. A draft Resolution implementing the recommendation in 
paragraph 1 above is attached. ' 

The text of the Resolution as adopted (Resolution No. 264) appears on pwe 258. 
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Document No. Be32 

BUDGET FOR 1999 

REPORT OF THE BOARD OF DIRECTORS 

The 1999 Budget as approved by the Board of Directors on 
17 December 1998 is presented in Appendix 1. 

A Report on the Budget for 1998 was submitted to the Board of 
Governors at the Thirty-First Annual Meeting (see Doc. BC31-6 
dated 19 March 1998). 

Actual internal administrative expenses for 1998 totaled $193.8 
million, representinga utilization rate of 95 percent of the original 
budget of $204.8 million. The underutilization is due to lower 
expenses for the Thirty-First Annual Meeting, non-utilization of 
the provision for the inspection function, impact of depreciation 
of the Philippine peso and other Asian currencies, and net sav- 
ings realized in various budget items. Higher requirements for 
consultants are in response to Bank assistance in member 
countries affected by the financial crisis. 

The 1999 Budget for internal administrative expenses of $207.0 
million, which was formulated with a continued focus on 
economy and efficiency and with a strategic emphasis to support 
the Bank's transformation into a broad-based development 
institution, represents an increase of $13.2 million over actual 
expenses in 1998. The increase is mainly due to provisions for 
anticipated price changes partly offset by somevolume decreases 
in selected items. 

A comparison of the 1999 Program with the actual results for 1997 
and 1998 is shown in Appendix 2. 

Appendix 3 presents a distribution of the operational expenses 
by Depar~nentlOffice and Appendix 4 provides a comparison of 
operational expenses by program category for 1998 and 1999. 



Appendix 1 

COMPARlSON OF 1999 BUDGET WITH 1998 BUDGET 
AND ACTUAL RESULTS 

INTERNAL ADMlNlSTRATlVE EXPENSES 
(in S thousand) 

1998 

Mer 
Budset lhmfen' M u d  

1. BOARD OF GOVERNORS 

11. BOARD OF DIRECTORS 

Ill. OPERATlONAL EXPENSES 
Saliu~es 
Benefits 
Scafi Development 
Relocation 
CONU~I~II~S 
Business navel 
Representation 

IV ADMlNlSTtVJNE EXPENSES 
Communications 
oflice occupancy 
Library 
Oflice Supplies 
Oflice Equipment 
Contractual Services 
Insurance 
Depreciation 
Miscellaneous 

V. GENERAL CONTINGENCY 

TOTAL 

a W e m -  ma& be-n bud61 ifcm rilhinearh budpt u~go'yrithout ~ ~ ~ t h e o ~  
unovnl of rarh category 

b Annual Mrcfing 
r lndvdn KYI.& tor b p c t i o n  h t i o n .  
d ~ d n t h e t o l l m i n g i ~ 0 ~ m ~ g r i t h 6 r u o d p l s U t a n e n ~ h ~ ) m p L i ~ 1 c e ~ ~ ~ ~ - I s d  

armun- prin"p1n: Ii] prai.ioru lor fume Uabilion mth rspecl lo v.onnce pay (S1.677.rn01, 
a-dated m m ~ e ~ l u d  rbvncrr 11611.rn01, and accrued rcurtl-rill-uiatlon dl-es 

to pervan cmu 1-b.339.rn01 .od &mmt rncdissl hr6u ~$6-I; .od (iiil bankcbug. 
prui.i.sd~toMF,JSF~ISP(UO.OWl.~ul~tirreqrmuzulbamhibr6ruocisl 
sulcmcnI~, mounted la $194,3U,OW. % maunL .Rn Wu- W,CW d k d y  c h q d  to tk 
scholuhin promam. h u  been disrribultd a. I o U a l :  OCR - SlZI.7OI.MO Illel. OCR-21. ADF - 



Appendix 

COMPARISON OF 1999 PROGRAM WITH ACTUAL RESULTS 
IN 1997 AND 1998 

DISTRIBUTION OF OPERATIONAL EXPENSES 
BY DEPARTMENTIOFFICE 

1999 BUDGET VS. 1998 ACTUAL 
(in $ thousand)  

P m g t u n  

6,500 - 7 , m  

5.500 - 5.900 
1,000 - 1.500 

(amount s  i n  $ million) 

PRESIDENT 
Officu of Management 
Office of the General Auditon 

z ~quiry and I- lor the u m e  miry uc counted os one openam. 
3 Erclvdn untied m e  in mnnenion with W-amisled pmjens. 
4 Evlvdea hrcnor's Ad+sn, lbuq Pml~lion.lr, specid pitions on prsunt-icambcnl-only b.li 

md 3 r d  a i p e d  to Ur Boud of Dimton. 
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Number of Projects Under Administration 
Loans 
Private Sector Operations 
Technical Assistance 

Loan Disbursements ' 
Ordinary Capital Resources 
Asian Development Fund 

Technical Assistance Disbursements 

Lending Commitments 
Number of Projects 
Amount 

Ordinary Capital Resources 
Asian Development Fund 

Private Sector Operations 
Number of Approvals" 

Equity Operations 
Loans 

Amount 

Equity Operations 
Loans 

Cofinancing 
Number of Projects 
Amount 

Technical Asislance Commitments ' 
Number of Projects 
Amount 

Banawings 
Authorized Staff Suengrh ' 

Professional SraR 
Supporting StaR 

Adminisuative Expenres 
Grass Income 

OCR 
ADF 

1 lndu6im of public amor I- and print= sector 

Operations Evaluation Ofrice 
Strategy and Policy Office 
Office of Emimnment and Social Development 

~csrdent ~ i & i o n s  
AgriculNrc & Social Sectors Depanment 
Qfr?smCNre & Financial W o r r  Department 
Office a1 Pacific Operations, including 

South Pacific Regional Mission 

1997 
Actual 

444 
104 
577 

6.458 
5.304 
1.154 

144.8 

73 

9.369 
7,749 
1.620 

- 7 
6 
2 
- 119.3 

74.3 
45.0 

38 
1.753 

295 
154.2 

5,588 

1.883 
654 

1,229 

190.4 

1.607 
1.450 

157 

lmr 

I OPERAllONS (WEST1 
R o ~ r n s  Depanment 

1998 
Actual 

435 
100 
532 

5.622 
1.144 

136.7 

51 

5.M6 
4.859 

987 

- 8 
6 
7 
- 198.6 

62.4 
136.1 

24 
2.954 

248 
163.2 

9.617 

654 
1,229 

193.8 

1,841 
182 

Resident MiGians 
AgriculNre & Social Sectors Depament  
lnhartruclure & Fulancial Sectors Depament 1 CENTRAL DEPAFTMENTSIOFFICES 
Private Sector Group 
Lend Operanonr S e ~ c e r  Office 
tZonomlo & Development Rclvurcc Center 
Office of Cafinanc~ng Operat~onr 

FINANCE & ADMINISTRATION 
Ofrice of the Secretary 
Office of the General Counsel 
Budget. Personnel & Management 

Systems Department 
Office of Administrative S e ~ c e s  
Controller's Depmment 
'lkeasurer'r Department 
Office 01 External Relatiom 
Office of Informalion Syslemr and Technology 
Representative Officer 

YOUNG PROFESSIONAIS PROGRAM 802 1 873 1 I - 

1 Figwn may no1 add to lolalr brcaur of 



COMPARISON OF OPERATIONAL EXPENSES 
BY PROGRAM CATEGORY 

1999 BUDGIXVS. 1998 ACTUAL 
(in 5 thousand) 

PortIolio Managernenl 
New Lending, Equity Operations, 

Cofinancing and Technical Assistance 
FLonomic. %lor and Operational 

Research and General Economic Work 
Oprations Evaluation 

11. SUPWRT FUNCTIONS 

Financial Resource Mobilization and 

Document No. BG32-7 
Addendum 1 

ADBI BUDGET FOR 1999 

REPORT OF THE BOARD OF DIRECNJRS 

I. The ADBI's Budget for 1999 was approved by the Board of 
Directors on 15 April 1999 and, in accord with Section 15 of the Bank's 
By-Iaws, is hereby reported to the Board of Governors. 

2. The ADBl Budget for 1999 is $17.844 million (Appendix I ) ,  
comprising (i) program expenses ($7.425 million) and (ii) internal 
administrative expenses (IAE) ($10.419 million). No capital expenditures 
are budgeted. 

3. The program expenses budget of $7.425 million comprises 
research ($4.661 million) and capacity building and training ($2.764 
million). The WE budget is $10.419 million, including a general 
contingency provision of $496,000 or five percent. 

4. The program expenses budget accounts for 42 percent of the 
total budget. Program operational and general support-related eqenses 
such as the cost of staff, business travel and relocation are included in 
the IAE. If they are presented as research and capacity building and 
training expenses, the program-related expenses would represent 
73 percent of the total budget (Appendi 2). 



Appendix 1 

1999 Budget 
(S 'oOO) 

Petcent Increase (Decrease) 

Capacity Building and Itaining 

B. Internal Adminlstrattn Eqenser 

StaR Consulianls 
Business navel 

General Contingency 

C. Capital ExpcndiNns 



Document No. BG32-8 

REVIEW OF RULES AND REGUWIONS 

(1) AMENDMENTS TO THE ORDINARY OPEFLUIONS LOAN 
REGULATIONS AND SPECIAL OPERATIONS LOAN 
REGULATIONS. AND REVISIONS TO THE GUIDELINES 
FOR PROCUREMENT; AND 

(2) REVISIONS TO THE GUIDELINES ON THE USE OF 
C O N S U L r n  

REPORT O F  THE BOARD OF DIRECXORS 

1. On 2 July 1998, the Board of Directors approved the Bank's 
Anticorruption Policy (ref. Doc. R89-98, dated 11 June 1998). which, 
among other things, involved modifications to the Bank's (i) Ordinary 
Operations Loan Regulations, (ii) Special Operations Loan Regulations, 
(iii) Guidelines for Procurement, and liv) Guidelines on the Use of 
Consultants. 

2. Section 8.03 of the Ordinary Operations Loan Regulations and 
the Special Operations Loan Regulations were amended to read as 
follows, the relevant revisions have been underlined: 

Section 8.03. Cancellation by the Bank If (i) the right of the 
Borrower to make withdrawals from the Loan ~ c c o u n t  shall 
have been suspended with respect to any amount of the Loan 
for a continuous period of thirty (30) days, or (ii) at any time 
the Bank determines, after consultation with the Borrower, that 
any amount of the Loan will not be required for the purposes . . 
of the Project, or [iii) the Bthe &determines with 

ed out of the ormeeds of 

of the B o m r  or of a of the Loan 
ntlcon- or the execution 

&such c o v - -  
to the Bank to remedv the 



3. 
were 

19.2 

modified as follows: 

Fraud and Corruption 

Badc 

forth below as follows: 

(i) "corrupt practice" means behavior on the part of '1 
officials in the public or private sectors by which they 
improperly and unlawfully enrich themselves andlor 
those close to them, or induce others to do so, by 

includes the offering, giving, receiving or soliciting of ' 
any thing of value to influence the action of any such 
official in the procurement process or in contract ' 

execution; and 

(ii) "fraudulent practice" means a misrepresentation of 
facts in order to influence a procurement process or the 
execution of a contract to the detriment of the borrower, 

and includes collusive practices among bidders (prior 
to or after bid submission) designed to establish bid 
prices at artificial, noncompetitive levels and to 
deprive the borrower of the benefits of free and open 
competition; 

(b) will reject a proposal for award if it determines that the 
bidder recommended for award has engaged in corrupt or 
fraudulent practices in competing for the contracts in 
question; 

(c) will cancel the portion of the loan allocated to a contract 
for goods or works if it any time determines that cormpt 
or fraudulent practices were engaged in by representatives 

i of the borrower or of a beneficiary of the loan during the 
procurement or the execution of that contract, without the 

!> borrower having taken timely and appropriate action 
satisfactory to the Bank to remedy the situation; 

(d) will declare a firm ineligible, either indefinitely or for a 
stated period of time, to be awarded a Bank-financed 
contract if it at any time determines that the firm has 
engaged in corrupt or fraudulent practices in competing 
for, or in executing, a Bank-financed contract; and 

(e) will have the right to require that, in contracts financed by 
a Bank loan, a provision he included requiring Suppliers 
and Contractors to permit the Bank to inspect their 
accounts and records relating to the performance of the 
contract and to have them audited by auditors appointed 
by the Bank. 

2.15 With the specific agreement of the Bank, a borrower 
may introduce, into bid forms for large contracts financed by 
the Bank, an undertaking of the bidder to obsewe, in competing 
for and executing a contract, the country's laws against fraud 
and corruption (including bribery), as listed in the bidding 
documents. A footnote should also be inserted into documents 
where such a pledge has been inserted noting that it has been 
placed there at the request of the borrower. 



2.16 When the contract is to be financed wholly or 
by the Bank, the contract documents shall include 
undertaking by the contractor that no fees, gratuities, reba 
gifts, commissions or other payments, other than those s h m  
in the bid, have been given or received in connection with 
procurement process or in the contract execution. 

4. A copy of the amendment to the Ordinary Operation 
Regulations and Special Operations Loan Regulations, and revisions to 
the Guidelines for Procurement, as approved by the Board of Directors, 
is attached as Appendix 1. The amendment and revisions are presented ~' 

to the Board of Governors for review in accordance with Section 11 of 
the By-Laws. 

5. On 18 August 1998, in accordance with the requirements of the '. 
Anticorruption Policy, the Board of Directors, in addition to approving : 
of the updating of the Guidelines for Procurement in order to include : 
revisions stated in the previous paragraph, also approved the following 
revisions to the Guidelines on the Use of Consultants (ref. Doc. R120-98. : 
dated 28 July 1998): 

Fraud and Corruption 

1.05 it is the Bank's policy to require that borrowers ..' 

(including beneficiaries of Bank loans), as well as consultants 
under Bank-banced contracts, observe the highest standard 
of ethics during the selection process and in execution of such 
contracts. In pursuance of this policy, the Bank: 

(a) defines, for the purposes of this provision, the te 
forth below as fouows: 

(i) "compt practice" means behavior on the part of o5dals 
in the public or private secton by which they improp- : 

erly and unlawfully enrich themselves andlor those f 
close to them, or induce othen to do so, by misusing ' 

the position in which they are placed, and it includes -; 
the offering. giving, receiving or soliciting of any thing 
of value to influence the action of any such officials in 
the selection process or in contract execution; and 

(ii) "fraudulent practice" means a misrepresentation of 
facts in order to influence a selection process or the 
executionof aconuact to thedetriment of the borrower, 
and includes collusive practices among consultants 
(prior to or after submission of proposals) designed to 
deprive the bormwer of the benefits of free and open 
competition; 

(b) will reject a proposal for award if it determines that the 
consultants recommended for award have engaged in 
corrupt or fraudulent practices in competing for the 
contract in question; 

(cl will cancel the portion of the loan allocated to the contract 
for the consulting services if it at any time determines that 
corrupt or fraudulent practiceswere engaged in by 
representatives of the borrower or of a beneficiary of the 
loan during the selection process or the execution of that 
contract, without the borrower having taken timely and 
appropriate action satisfactoly to the Bank to remedy the 
situation; 

(d) will declare consultants ineligible, either indefinitely or for 
a stated period of time, to be awarded a Bank-financed 
contract if it at any time determines that the consultants 
have engaged in corrupt or fraudulent practices in 
competing for, or in executing, a Bank-financed contract; 
and 

(e) will have the right to require that, in contracts financed by 
a Bank loan, a provision be included requiring consultants 
to permit the Bank to inspect their accounts and records 
relating to the performance of the contract and to have them 
audited by auditors appointed by the Bank. 

1.06 With the specific agreement of the Bank. a borrower 
may introduce, into the invitations for proposals for large 
contracts financed by the Bank, an undertaking of the 
consultants to observe, in competing for and executing a 
contract, the country's laws against fraud and corruption 



(including bribery), as listed in the invitations for 
footnote should also be inserted into document 
a pledge has been inserted noting that it has bee 
at the request of the borrower. 

1.07 When the contract is to be financed wholly or partly 
by the Bank, the contract documents shall include an 
undertaking by the consultants that no fees, gratuities, r eba te  
gifts, commissions or other payments, other than those shown 
in the proposal, have been given or received in connection with 
the selection process or in the contract execution. 

6. A copy of the revisions, as approved by the Board of Directors, 
is attached hereto as Appendix 2. The revisions are presented to the 
Board of Governors for review in accordance with Section 11 of the 
By-Laws. 

Appendix 1 

E 
t 
? AMENDMENT TO THE ORDINARY OPERATIONS 

IDAN REGUWONS AND SPECIAL OPERATIONS 
LOAN REGULA'ONS 

Section 8.03 of the Ordinary Operations Loan Regulations and 
; the Special Operations Loan Regulations were amended to read as 

follows. The relevant revisions have been underlined. 
< Section 8.03. Cancellation by the Bank. If (i) the right of the 
ii Borrower to make withdrawals from the Loan Account shall have been 
I suspended with respect to any amount of the Loan for a continuous 

period of thirty (30) days, or (ii) at any time the Bank determines, after 
consultation with the Borrower, that any amount of the Loan will not 

' be required for the purposes of the Project, or lU&any time the Bank 
d e t e r m i n e s . r a c t  to be financed out of the 

of the Loan. -dent ~ r a m e s  were engaged 
m by representauves of the Borrower or of a beneficiary of the Loan 

ecution of such 

h c e d  out of the oroceeds p 
omtheLoan-or(v) bythe - datespecfied in the Loan Agreement as the closing date for withdrawals 

i an amount of the Loan shall remain unwithdrawn from the Loan 
F 

Account, the Bank may by notice to the Borrower and the Guarantor, 
I if any, terminate the right of the Borrower to make withdrawals with 
: respect to such amount or contract. Upon the giving of such notice, the 
: amount of the Loan prrhe relevant p o n i o n  shall be cancelled. 

' 
REVISIONS TO THE BANK'S GUIDELINES FOR PROCUREMEM 

Sections 2.14.2.15 and 2.16 ofthe Guidelines for Procurement 
were modified as follows: 

Fraud and Corruption 

2.14 It is the Bank's policy to require that borrowers 
(including beneficiaries of Bank loans), as well as bidders1 



suppliers1 contractors under Bank-financed contracts, 
the highest standard of ethics during the procurem 
execution of such contracts. In pursuance of this policy, thr 
Bark 

(a) defines, for the purposes of this provision, the terms set 
forth below as follows: 

(i) "corrupt practice" means behavior on the part of ., 
officials in the public or private sectors by which thy: 
improperly and unlawfully enrich themselves andlm. 
those close to them, or induce others to do so, by -> 

misusing the position in which they are placed, and it 
includes the offering. giving, receiving or soliciting of 
any thing of value to influence the action of any such 
official in the procurement process or in contract 
execution; and 

(ii) 'fraudulent practice" means a misrepresentation of 
factsin order to intluence a procurement process or the 
execution of a contract to thedetriment ofthe bormwr, 
and includes collusive practices among bidders (prior 
to or after bid submission) designed to establish bid 
prices at artificial, noncompetitive levels and to 
deprive the borrower of the benefits of free and open 
competition; 

[b) will reject a proposal for award if it determines that the 
bidder recommended for award has engaged in compt  or 
fraudulent practices in competing for the contracts in 
question; 

(c) will cancel the portion of the loan allocated to a con- 
for goods or works if it any time determines that compt  
or fraudulent practices were engaged in by representatives 
of the borrower or of a beneficiary of the loan during the 
procurement or the execution of that contmct, without the 
borrower having taken timely and appropriate action 
satisfactory to the Bank to remedy the situation; 

(d) will declare a firm ineligible, either indefinitely or for a 
stated period of time, to be awarded a Bank-financed 
contract if it at any time determines that the firm has 
engaged in compt  or fraudulent practices in competing 
for, or in executing, a Bank-financed contract; and 

(el will have the right to require that, in contracts financed by 
a Bank loan, a provision be included requiring Suppliers 
and Contractors to permit the Bank to inspect their 
accounts and records relating to the performance of the 
contract and to have them audited by auditors appointed 
by the Bank. 

2.15 W~th the specific agreement of the Bank, a borrower 
may introduce, into bid forms for large conuacts financed by 
the Bank, an undertaking of the bidder to observe, in competing 
for and executing a contract, the country's laws against fraud 
and corruption (including bribery), as listed in the bidding 
documents. A footnoteshould also be inserted into documents 
where such a pledge has been inserted noting that it has been 
placed there at the request of the borrower. 

2.16 When the contract is to be financed wholly or partly 
by the Bank, the contract documents shall include an 
undertaking by the contractor that no fees, gratuities, rebates. 
gifts, commissions or other payments, other than those shown 
in the bid, have been given or received in connection with the 
procurement process or in the contract execution. 



Cons' 

4 p e  

REVISIONS TO THE BANK'S GUIDELINES 
ON THE USE OF CONSULTANTS 

New paragraphs were added to the Guidelines on the Use o 
ultants as follows. 

Fraud and Corruption 

1.05 It is the Bank's policy to require that borrowers 
(including beneficiaries of Bank loans), as well as consultant8 
under Bank-financed contracts, observe the highest standard 
of ethics during the selection process and in execution of such 
contracts. In pursuance of this policy, the Bank: 

(a) defines, for the purposes of this provision, the terms set :, 
forth below as follows: 

(i) "corrupt practice" means behavior on the part o f .  
officials in the public or private sectors by which th 
improperly and unlawfully enrich themselves and 
those close to them, or induce others to do so, 
misusing the position in which they are placed, and 
includes the offering, giving, receiving or soliciting 
any thing of value to influence the action of any such 
officials in the selection process or in contract 
execution; and 

(ii) "haudulent practice" means a misrepresentation of fans 
in order to iduence a selection process or the execution 
of a contract to the detriment ofthe borrower, and includes 
collusive practices among consultants (prior to or aher 
submissionof proposals) designed todeprive the bo- 
of the benefits of free and open competition; . 

(b) will reject a proposal for award if it determines that the 
consultants recommended for award have engaged in 
corrupt or  fraudulent practices in competing for the 
contract in question; 

(c) will cancel the portion of the Loan allocated to the contract 
for the consulting services if it at any time determines that 
corrupt or  fraudulent practices were engaged in by 
representatives of the borrower or of a beneficiary of the 
loan during the selection process or the execution of that 
contract, without the borrower having taken timely and 
appropriate action satisfactory to the Bank to remedy the 
situation; 

(d) will declare consultants ineligible, either indefinitely or for 
a stated period of time, to be awarded a Bank-financed 
contract if it at any time determines that the consultants 
have engaged in corrupt or  fraudulent practices in 
competing for, or in executing, a Bank-financed contract; 
and 

(e) will have the right to require that, in contracts financed by 
a Bank loan, a provision be included requiring consultants 
to permit the Bank to inspect their accounts and records 
relating to the performance of the contract and to have them 
audited by auditors appointed by the Bank. 

1.06 With the specific agreement of the Bank, a borrower 
may introduce, into the invitations for proposals for large 
contracts financed by the Bank, an undertaking of the 
consultants to observe, in competing for and executing a 
contract, the country's laws against fraud and corruption 
(including bribery), as listed in the invitations for proposals. A 
footnote should also be inserted into documents where such 
a pledge has been inserted noting that it has been placed there 
at the request of the borrower. 

1.07 When the contract is to be financed wholly or partly 
by the Bank, the contract documents shall include an 
undertaking by the consultants that no fees, gratuities, rebates, 
@Is, commissions or other payments, other than those shown 
in the proposal, have been given or received in connection with 
the selection process or in the contract execution. 
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AD F 
CAP 
DMC 
EACA 
GAD 
GEF 
GNP 
IDA 
Lao PDR 
NGO 
OCR 
PDMC 
PPMS 
SDR 
TA 

ABBREVIATIONS 

- Asian Development Fund 
- country assistance plan 
- developing member country 
- expanded advance commitment authority 
- gender and development 
- Global Environment Facility 
- gross national product 
- International Development Association 
- Lao People's Democratic Republic 
- nongovernmenr organization 
- ordinary capital resources 
- Pacific developing member country 
- project performance management system 
- special drawing right 
- technical assistance 

NOTE 
In this report. "$" refers to US dollars. 

EXECUTIVE SUMMARY 

In the January 1997 Donors' Report for the Asian Development 
Fund (ADF) VII, the Bank was requested to prepare a comprehensive 
midterm progress report on the implementation of the ADF VII 
objectives and recommendations, and to submit it to the Board of 
Governors through the Board of Directors for review in conjunction with 
the Banks 1999 Annual Meeting. Specifically, the progress report should 
formulate detailed recommendations on the issues of access criteria. 
performance evaluation, and allocation methodology, and report on 
completed Bank policy reviews and changes with regard to lending 
terms, graduation, and financial policies. 

Accordingly, this report first reviews the long-term objectives 
and strategy for ADF in general, and the policy and financial framework 
for ADFVIl in particular. It emphasizes that ADF is, first and foremost, 
a long-term development assistance process for poverty reduction in 
the Region.The long-term vision of ADF comprises two complementary 
goals: (i) catalyzing and accelerating the pace of poverty reduction in 
the Region by supporting broad-based and equitable growth in 
developing member countries (DMCsl, and [ii) accelerating the pace . 
at which ADF becomes self-financing. 

The first goal envisages ADF as a principal means to catalyze 
and sustain well designed and concerted actions by poor DMCs to 

1 improve their living conditions and quality of life. With such 
; imprwements, the capacity of a DMC to access nonconcessional official 
: development assistance such as the Bank's ordinary capital resources 
i (OCR) and eventually, also commercial financing, is envisaged to 

improve over the long term. Such progression to enhanced access to 
; nonconcessional funds is reflected in the Bank's graduation policy 

adoptedin 1998 which sets out the criteria for different levels of eligibility 
: for ADF and OCR. In this context, the BanYs newly adopted gradua~~un 
i policy is seen as an important addition to its policy framework for 
: long-term development assistance and for more effective use of the 

limited ADF resources. 
The report next focuses on the operational priorities set out in 

h the Donors' Report and discusses how ADFVII is directly targeting and 
< emphasizingthose priorities in the framework of Bank policy initiatives 
: such as those on environmental protection, cooperation between the 

Bank and nongovernment organizations [NGOs), indigenous peoples, 



gender and development, and anticorruption. The effectiveness ofAD 
in addressing the priority areas through a process of country-b 
strategic planning is reviewed. In particular, the responsiveness of 
to DMC needs is enhanced through the Bank's newly adopted docatio 
framework, by which scarce resources are carefully targeted at DM 
that need the resources most and, based on country performance. are 
most likely to use them effectively. In this context, country performance 
is evaluated in terms of the effort made by a government to strengthen 
its policies and institutions. Governance aspects are taken into account '' 

across all components of counuy performance and receive due emphasis 
in country performance evaluation. 

The continued relevance of ADF to its borrowers' needs is 
ensured by the increased country-focus in the Bank's operations, 
together with the mainstreaming of Bank support for policy reform. 
capacity building and good governance, and participatory development 
processes. These initiatives, and the Bank's new project performance 
management system, are expected to enhance the quality of ADF 
operations, as measured primarily in terms of sustainable development 
impact. 

The report provides a summary profile of country allocations 
and development objectives targeted in the actual loan approvals during 
the first half of theADFVI1 implementation period, and illustrates the 
range of projects and beneficiaries supported. 

The report then proceeds to address the second goal of making 
ADF self-financing in the long term. Toward that goal, starting with ADF 
VII, priority is being given to maximizing the Bank's internal capacity 
to generate additional commitment authority through nondonor 
resources in a prudent and sustainable manner. Further, the synergy 
between donor and nondonor resources will be strengthened to increase 
the volume of commitment authority from nondonor resources. In 
this context, ADF resource management has undergone important and 
significant changes in the first half of the ADFVII term. These changes 
include adoption of the expanded advance commitment authority 
(W) and the associated establishment of a new financial planning 
framework for the management of ADF resources, as well as amend- 
ments in the terms of new ADF loans. The report describes the positive 
impacts of the new policies, and identifies areas and issues in relation 
to financial management that require further study and action. 

The report takes note of the significant adverse impact of the 
Asian financial crisis on ADFVII. It highlights the negative effect of the 
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crisis on the growth prospects ofADF borrowers and their resultingneed 
for additional concessional aid to cushion the prolonged social impacts 
of the crisis. The adverse impact of the crisis on the supply side of ADF 

i VII resources is also noted, including the detrimental effect of the 
: dramatic exchange rate movements on the United States (US) dollar 
: equivalent of ADF VII resources. Despite the crisis, the Bank has and 
i continues to make its best efforts to maximize the amount of EACA 
i available under ADF VII. 
i 

The report concludes that, at the midterm of the ADFYIl period, ' the Bank has met, in a timely manner, all of its policy and financial 
I commitments as specified in the Donors' Report. The long-term ADF 
[ 

framework established in the Donors' Report has achieved an effective 
! 

starting basis to meet the increasing challenges on both the demand 
and supply sides of ADF resources. Further efforts on mobilization of 
donor support must be undertaken during the second half of the ADF 

,. VII term, with the goal of achieving the targeted donor contribution 
commitments to ADF VII and closing the existing funding gap. 

Given the increasing demand for ADE partly due to the need 
of affected DMCs to address medium-term social impacts in recovering 
horn the backsliding effects of the hancia l  crisis and partly based on 
the longer term requirements of new ADF borrowers from the Central 

: Asian Republics, the Bank should aim for subsequent replenishments 
to be at least at the ADF YII level of $6.3 billion, or higher. This is 
particularly important if the Bank is to maintain threshold levels of ADF 
lending to retain leverage as an effective broad-based development 

. institution in the poor DMCs and to promotecompetitive pluralism with 
the World Bank's International Development Association (IDA) 
operations. 

Since ADFVII is expected to end in December 2000, the report 
recommends the start of planning for ADFVIII, which should become 
effective in 2001. 



1. INTRODUrnON 

1. In the January 1997 Donors' Repon for Asian Development Fund 
(ADF) VI1.l which was adopted by the Board of Directors, the Bank was 
requested to prepare a comprehensive midterm progress report on the 
implementation of the ADF VII objectives and recommendations, and 
to submit it to the Board of Governors through the Board of Directors 
for review in conjunction with the 1999 Annual Meeting of the Board 
of Governors. This progress report fulfills the Donors' Report request 
to (i) formulate detailed recommendations on the issues of access 
criteria, performance evaluation, and allocation methodology; and 
(ii) report on completed policy reviews and changes with regard to 
lending terms, graduation, and financial policies. 

2. For the recommendations and the progress achieved to date 
to he appreciated in their proper context and perspective, this report 
provides a comprehensive review of the financial and policy framework 
forADFVII.Thus, the second section recapitulates and reviews the long- 
term nature and time horizon of ADF planning and implementation. 
This report emphasizes that ADF represents, first and foremost, a process 
for assisting in the reduction of poverty in the B d s  Region, and ADF 
VII represents but a part of that long-term process. Section Ill shows 
that the Bahk has established appropriate policies and procedures to 
ensure the effective use of ADF resources, and reports o n  how the 
operational priorities set out in the Donors' Report are being addressed 
and achieved through Bank policy initiatives. Section N reports on the 
actual application of ADF VII resources during the first half of its 
implementation period. Section V reviews the status and difficulties 
facing full ADFVII financing, discusses the issues facing the remaining 
two years of ADF VII, and identifies the emerging issues facing ADF 
financial management beyond ADF VII. This report concludes with a 
recommendation on the next major steps in the ADF process. 

3. The Asian financial crisis has added a new dimension to the 
demand and supply ofADFVll resources. On the demand side, the crisis 
has added to the requirements forADF.The DMCs that were immediately 
and directly affected by the crisis received financing from the Bank's 
ordinary capital resources (OCR) for alleviation of adverse impacts, and 

' R15-97: Suth Replenishment of the Asian Development Fund, 18 February. 
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hence did not place additional demand on the ADE However, some of 
the other DMCs that are ADF borrowers and whose growth prospects 
are affected by fall out effects of the crisis, have looked to the Bank for 
increased ADF assistance to cushion the adverse and prolonged social 
impacts of the crisis. On the supply side ofADFVIl resources, the Asian 
financial crisis has had three adverse impacts. First, actual movements 
in exchange rates of currencies of regional donor members in 1997 and 
1998, along with a more general appreciation of the United States (US) 
dollar against most ADF donor currencies, substantially reduced the US 
dollar equivalent of donor contributions to ADFVII. The exchange rate 
movements also reduced the US dollar equivalent of the basket of 
currencies for ADF loan repayments supporting the expanded advance 
commitment authority (EACA), which in-turn lowers total EACA 
availability during ADF VI1. Second, when considering proposals for 
amending (i.e., hardening) ADF loan terms, the Board of Directors 
requested that because of the Asian financial crisis, the amended terms 
should not have any medium-term negative impact on ADF-borrowing 
DMCs; consequently, the terms approved by the Board in December 
1998 will not provide additional resources for increasing EACA during 
ADFVII. Third, the Bank  responded quickly to members in distress with 
levels of OCR-financed assistance that were not previously planned for; 
this has resulted in deterioration in the Bank's decisive financial 
indicators, thereby constraining OCR excess net-income transfers to ADF 
after meeting reserve and technical assistance (TA] special fund 
requirements. AU of these negative impacts of the crisis point to further 
challenges for ADF financial management in the remaining term of ADF 
VIl and beyond. 

4. At the same time, an added challenge to the Bank is to maintain 
threshold levels ofADF lending to retain leverage as an effective broad- 
based development institution in the poor DMCs and to promote 
competitive pluralism with the World Bank's International Development 
Association (IDA) operations. 

11. LONG-TERM VISION AND STRATEGY FOR ADF 

5. By their nature, the development objectives and corresponding 
financial strategy of the ADF are long term. Consequently, the progress 
achieved thus far in ADFVII and the issues facing the remainder of the 



ADF MI term can be meaningfully and fully evaluated only ag 
a long-term framework. This section reviews that framework, as 
out in the ADF Donors' Report, covering 15 years (a time hor 
of half a generation), of which ADFVII represents the initial 4- 
time slice. 

6. ADFMl was planned and designed to assist DMCs in ac 
their overriding goal of freeing themselves from absolute pove 
to address the financial constraints increasingly Limiting the multilatenl 
assistance system. Accordingly, the donors have endorsed as the lo 
term vision of ADF, the complementary goals of (il catalyzing an 
accelerating the pace of poverty reduction in the Region by su 
broad-based and equitable growth in DMCs, and (iil accelera 
pace at which ADF becomes self-financing. 

A. Catalyzing and Accelerating Poverty Reduction 

7 .  ADF is the principal means by which the Bank can catalyze and 
sustain well-designed and concerted action by low-income DMCs t 
improve their living conditions and quality of life. ADF must contribute 
to the relaxation of financial, institutional, and policy constraints so M 

to enable the poorer DMCs to progressively address poverty, gender 
inequity, and environmental degradation by themselves and progress 
towards accessing nonconcessional official development assistance such 
as the Bank's OCR for sectors such as physical infrastructure or areas 
where the Bank's assistance provides additionality in terms of policy .; 
leverage, capacity building, regional cooperation, or r 
mobilization. A further, gradual progression will be toward accessing 
of commercial financing. Such a progression to enhanced access to 
nonconcessional funds will allow the poorest DMCs to use ADF more 
for social and environmental projects to benefit the poorest and most 
vulnerable sections of society. 

8. To facilitate the progression outlined above, the Bank adopt 
a formal graduation policy in December 1998.' Under the new policy, 
a systematic application of the criteria of per capita gross national 
product (GNP) anddebt repayment capacity are used to determine 
eligibility, resulting in the DMCs being classified into four groups WI 

H204-98: A Grudut ion Policy for the Bant's DMCr. 23 Nonrnber. 
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k varying levels of access to ADF and OCR: (A) ADF-only; (BI) ADF with 
limited amounts of OCR; (B2) OCR with limited amounts of ADF; and 

) (C) OCR-only. As DMCs move out of Group Aand progress towardGroup 
C, they will have increasing access to OCR As DMCs move further along 
the development path, the policy envisages graduation of such DMCs 
from regular Bankassistance; here, the criteria are per CapitaGNEextent 
of reliance on commercial sources of external financing, and stage of 
development of economic and social institutions. Cost-sharing limits 
for projects have been revised in line with the new groupings and new 
cost-sharing norms have been introduced for Bank technical assistance 
(TA) to enhance DMC ownership. The formal graduation policy is an 
important addition to the Bank's policy framework for development 
assistance in general, and the role of ADF in particular. 

9. As a result of the new graduation policy, the status of eligibility 
for ADFand OCR has changed for many of the DMCs. Effective 1 January 
1999, the following DMCs graduated from ADF-only to ADF-with- 
limited-OCR status: Bangladesh, Cook Islands, the Federated States of 
Micronesia. Pakistan, the Republic of Marshall Islands, Sri Lanka.Tonga. 
and Viet Nam. Indonesia is on a watchlist for graduation out of M E  
People's Republic of China (PRC) and India are classified as Group B2 
countries eligible for OCR with limited amounts of ADF; however, as 
mandated by the donors. PRC and India would not have access to ADF 
during the ADFMI period. Kazakhstan. Papua New Guinea, Philippines, 
and Uzbekistan graduated from ADF-OCR blend to OCR-only, with 
a two-year period allowed in the case of Papua New Guinea for 
graduation to take effect.Thailand ceased to have ADF access in 1983 
and this status is formalized by graduation to Group C. Finally, four 
DMCs. Hong Kong. China; the Republic of Korea; Singapore; and 
Taipei,China have been graduated from regular Bank assistance 
altogether. They would, however, be eligible for emergency assistance 
from the Bank, as necessary. 

10. Even as the classification under the graduation policy recognizes 
the progress made by DMCs in the past, donors appreciate the vast need 
for social and economic reform programs and associated investments 
required in poorer DMCs to eradicate absolute poverty. Having been 
instrumental during ADF M in focusing the planning of development 
assistance on a broader and more comprehensive framework, donors 
recognize that significant financial support from them is essential to 



enable ADF to acceleratethe paceof economic development and 
reduction in the Region through the continued implementation o 
Bank's strategic development agenda. 

B. The Self-Financing Objective 

11. The second thrust of the vision for ADF is to make ADF 
progressively self-financing in the long term. While donors recognize 
that their continued financial support is necessary to help ADF achieve 
this long-term goal, they would like to see such support combined with 
a larger generation of nondonor resources over time, so that nondonor 
resources account for a greater share of total resources to finance the 
Bank's concessional operations. Replenishments by donors, while 
remaining critical in the near to medium term, would be supplemented 
by other major sources of funds to sustain ADEThe strategy for ensuring 
progress towards this long-term goal of self-financing is to integra 
gradual progression of countries noted in para. 7 and the strength 
of the financial management of ADE 

12. In support of this second thrust of the ADF vision and stratem 
the Bank has recently adopted new policies to strengthen the efficienq 
and effectiveness of financial management of ADE These new policies 
include (i) establishment of a new financial planning framework for the 
management ofADF resources, including adoption of the EACAscheme; 
(ii) hardening of loan terms for new loans to ADF borrowers; 
(iii) treatment of ADF loan savings and cancellations to increase 
EACA;and (iv) interpretation of the Bank's Charter by the Board of 
Directors confirming that-under certain terms and conditions-the 
allocation of OCR net income to ADF is possible. These new policis 
and their imoacts on the manaaement of ADF resources toward the - 
long-term goal of self-financing are discussed further in Section%' . "m 
(Financial Management). 

111. OPERATIONAL PRIORITIES 

13. ADF VI and the General Capital Increase (GCI) N resulted in - 
a fundamental reorientation of the Bank's strategic objectives and - 
operational priorities, with the Bank placing greater emphasis on .' 

targeted investments in the social sectors and in poverty reduction, in 
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/. parallel with efforts to stimulate broad-based economic growth that 
j enhanced the role of the private sector. ln their report, theADFV(1 donors 
: endorsed the continued validity of these operational priorities and 

recommended that ADF VII should build on the policy agenda and 
institutional strengths built up during ADF VI  and GCI IV, and provide 
a bridge to a longer term strategic time horizon for ADE 

A. Areas of Emphasis 

14. In particular, donors requested the Bank to focus on poverty 
i reductionand pay increasing attention to efforts in human development, 
: gender equity, protection of the environment, promotion of good 

governance, and promotion of broad-based and sustainable economic 
growth and development. They emphasized that effective implemen- 
tation of policy and operational changes introduced thus far and the 

' 
consolidation of the Bank's achievements in these areas over the last 
few years should form a primary focus of ADFVII. Through its strategic 
planning process, the Bank had formally adopted five strategic 
development objectives: (i) promoting economic growth, (ii) reducing 

i poverty, (iii) supporting human development (including population - planning), (iv) improving the status of women, and (v) protecting the 
: envi~onment.~ The donors urged the Bank to incorporate monitorable 
i performance indicators in performance assessments on the 
: achievement of these objectives. They requested the Bank to intensih 
; its efforts to reach the poorest and most disadvantaged segments of 
I society, invest in human capital of the poor and women, and cooperate 
j, with nongovernment organizations (NGOs) and other grass-roots level 
I. organizations to provide assistance to the most disadvantaged groups. 
i They looked forward to the policy papers on poverty reduction, 
!' indigenous peoples, and wornen-in-development, which the Bank was 
i preparing. 
I 

15. The serious slowdown that the regional financial crisis is causing 
in the economies of many DMCs that remain ADF borrowers (e.g. Lao 
PDRandViet Nam) and the consequent social impacts they must address 
(e.g. on urban low fixed-wage earners as weU as more disadvantaged 
social segments) are adding urgency to the attention the Bank needs 
to pay on these areas of emphasis. 

lN.75-94: TheBank's Medium-Term Strategic Framework (1995.1998). December. 



16. Since the completion of ADF VII negotiations, the B 
stressed the implementation and mainstreaming of its ope 
policies on cooperation with NGOs, incorporation of social dime 
in Bank operations, involuntary resettlement, assistance to the 
lation sector, environmental considerations and procedures 
women in development, and good governance. The Bank has also. 
established a framework for mainstreaming participatory development 
processes into its operations. A critical review of the Bank's private sector 
operations was undertaken in 1998, leading to a strengthened strategy. 
on private sector operations to be reviewed in 1999. And, as planned 
in 1998, major new or enhanced Bank policy initiatives were approved 
for the following areas of emphasis: (i) cooperation between the Bank 
and NGOs, (ii) indigenous peoples. (iii) gender and development, and 
(iv) anticorruption.The operational objectives of these policy initiatives 
are elaborated below. 

17. Protection of the Environment. Key steps were taken in 
1997-1998 to develop measurable environmental performance 
indicators for Asian countries.' Following further pilot tests in their 
application and measurement, these performance indicators 
used in regular environmental assessments of DMCs. In 19 
assistance was provided to countries directly hit by the Asian financial 
crisis to assess the impact of the crisis on the environment; across all :: 
countries, more than 50 summary environmental assessment repow :. 
were prepared.Transboundary environmental issues were addressed at 
the subregional, regional, and global levels, including the problems of ': 
climate change and acid rain, and the impact of atmospheric haze 
caused by forest fires, the latter through collaboration with the .:a 

Association of Southeast Asian Nations (ASEAN) and thorough ; - 
coordination with bilateral and international organizations. 

18. The Bank and NGOs. The Bank's updated policy, approved in . 
1998, recognizes the significant changes in the Bank and the NGO : 
environment since the initial policy was approved in 1987."he Bank 
has since adopted an operational strategy that continues support for . , 

4 TA REG 5800: Mearurement of Enuironmenlal Performance, for 1441,000, 
approved on 24 July 1998. 

4 R54-98: Cwperation between thodrion Development Bank ond NongovIrnmeM 
Organirntianr, 27 March. 
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i integrated, growth-oriented development projects and, in additlon. 
strongly supports projects focused on human dwelopment.'social 1 development, and environmental protection. At the sametime.theNG0 

i sector has significantly strengthened its operational capacity and itsrole. 
: impact, and influence in  development processes have grown ! 

dramatically The updated policy affirms that an expanded program of 
cooperation with NGOs in Bank operations should be pursued to 
strengthen the effectiveness, sustainability, and quality of development 
services that the Bank provides. The expanded program of cooperation 
identifies, in addition to loan andTA activities, operational programming 
and country-level work and policy development work, areas not 
explicitly envisaged in the 1987 policy. To facilitate closer operational 

: relationships with NGOs, the Bankhas started to significantly strengthen 
its internal capacity for NGO cooperation, through staff training, skills 
development, and other related activities. 

19. Indigenous Peoples. The Bank's new policy on indigenous 
peoples6 incorporates key elements to ensure equality of opportunity 
for indigenous peoples in development interventions and to enswe that 

. Bank interventions affecting indigenous peoples are ti) consistent with 
their needs and aspirations; (ii) compatible in substance and smtcture 
with their culture and social and economic institutions; (iii) conceived. 
planned, and implemented with their informed participation; 
(iv) equitable in terms of development efforts and impact; and (v) not 
imposing the negative effects of development on indigenous peoples 
without appropriate and acceptable compensation. 'The policy also 
ensures that the process of initial social assessment mandated in Bank 
operations includes specific consideration of indigenous peoples as a 
potentially affected population. If an initial social assessment identifies 
indigenous peoples specifically as a significanfly and adversely affected 
population, or vulnerable to being so affected, the policy ensures that 
an indigenous peoples plan is prepared by the government or other 
project sponsors. 

20. Gender and Development. Since it first adopted a policy on the 
role of women in development (WID) in 1985, the Bank has progressed 
significantly to a gender and development (GAD) approach that allows 
gender to be seen as a cross-cutting issue influencing all social and 

: R55-98: h e  Bonk's Policy on Indigenous Peoples. 27 Mmh. 



economic Thus, the B d s  revised policy, approved in 1994. 
adopts mainstreaming of GAD considerations into all Bank activities a9 I 
key strategy in promoting gender equity, including macroeconomic and 
sector work, and lending and TA operations. Accordingly, the BanKs 
of activities under the revised policy are to (i) provide assistance to D M 0  
in the areas of policy support, capacity building. GAD awareness, and ' <  

promotion and implementation of programs directed at improving the '.. 

status of women; (ii) facilitate gender analysis of proposed Bank-suppo~ted : 
projects and ensure that gender issues are considered at all the appropri- I, 
ate stagesofthe project cycle; (i) promote increased GAD awareness within :: 
the Bank (iv) assist the DMCs to implement commitments made at the ,' 
Beijing World Conference on Women; and (v) explore opportunities to ' 

directly address new and emerging issues for women in the Region. 
' 

21. Anticorruption. With the approval in 1998 of a formal 
anticorruption policy? the Bank established the framework and joined 
an active fight to combat corruption, which has had notable adverse 
impacts on development. Specifically, the Bank's anticorruption policy 
is centered on three objectives: (i) supporting competitive markets and 
efficient, effective, accountable, and transparent public administration 
as part of the Bank's broader work on governance and capacity building; 
(ii) supporting promising anticorruption efforts on a case-by-case basis 
and improving the quality of the Bank's dialogue with its DMCs on a 
range of governance issues, including comption; and ( i l  ensuring that 
the Bank's projects and staff adhere to the highest ethical standards 
Most of the Bank's effort is directed toward two components: fist. 
seeking to reduce the scope of direct government intervention in an 
economy, on the conviction that markets are efficient, competitive, and 
have as few barriers to entry and exit as possible; and second, supporhng 
improverients in public administration and public sector management, 
in the areas of management information systems, audit functions, 
procurement reform, civil service management, improved procedures 
for recruitment and promotion, and reengineering and streamlining of 
business processes. With regard to the Bank's internal policies and 
procedures, a policy update of the Bank's guidelines for procurement 
and introduction of anticorruption provisions in the Bank's guidelines 
on use of consultants were also approved in 1998. 

R74-98: The Bank's Policy on Gender and Developrnenr. 21 May. 
a R89.98: Anricorruption Policy, 11 lune. 

9. Effectiveness of ADF 

22. The second major change following ADF VI and GCI TV, after 
the broadening of the Bank's strategic development objectives and 
agenda, was the adoption of a systematic and rigorous process of 
country-based strategic planning. Underlying the donors' appreciation 
of this change in the Bank's way of doing business was their concern 
that the effectiveness of ADF operations needed to be increased. In 
particular, they focused on (i) responsiveness (setting appropriate goals 
in relation to borrowers' needs and the Bank's institutional priorities); 
(ii) relevance (devising the right instruments and deploying them in 
proper sequence to achieve agreed goals, e.g., best practice in policy 
and institutional reform); and (iii) quality (assuring that services 
delivered to DMCs meet or exceed Bank policies and standards). 

23. Responslveness. Donors emphasized that the country focus in 
ADF allocations must be accompanied by a careful review of each 
economy's performance record in poverty reduction, economic and 
social development, and in its supporting policy environment. Where 
performance is not satisfactory, efforts to accelerate growth would be 
less effective in attaining the ultimate objective of poverty reduction. 
and may prove to be unsustainable over the longer term. Therefore, a 
key element in determining country allocations of Bank resources is a 
borrowing country's strong commitment to address poverty and cross- 
cutting concerns, including adequate allocation of resources to and 
effectiveness of the relevant policies and programs. With the Bank 
placing increasing emphasis on a sound policy environment in the 
DMCs, the correspondence between the Bank's policy concerns and its 
actual lending commitments needs to be reinforced. This was highlighted 
by donors who urgedthe Bank to examine the possibilities of (i) introducing 
a more formal allocation system, and (ii) strengthening the link to more 
rigorous performance evaluation based on measurable indicators. 

24. To this end, the Bank's management has recently approved an 
allocation frameworkg that refines and systematizes the allocation 
process by (i) identifying indicators for measuring country performance 
and needs, and (ii) linking the indicators to arrive at a composite 
formulation that provides guidelines for relative and differentiated 

lN.284-98: Allourrion of ADF Resources among DMCs. 7 December 



allocations among countries that have access to ADF resources. 
framework responds, in particular, to the donors' vision 
concessional operations in which scarce resources are carefulIy 
at DMCs that need the resources most and are most likely to use therQ? 
effectively. Specifically, while the allocation framework tha 
adopted maintains the validity of the existing allocation c 
capita GNB population, performance, and absorptive cap 
linkage between these criteria and actual allocations is stre 
as follows: 

( i )  In previous practice, there was no explicit linkage between 
per capita GNP and allocation. The newly adopted 
framework ensures a negative relationship between CNP 
per capita and planned allocations. 

(ii) Other factors being the same, a DMC with a larger popu- 
lationwill generally get a higher total allocation but a lower 
per capita allocation. 

(iii) A more formal assessment of country performance wil l  be 
adopted so that allocations are increasingly performance 
driven. 

25. For purposes of performance assessment, the Bank's framework 
uses measurable or assessable indicatorsof short-term macroeconomic 
management; longer term economic management with focus on 
structural issues; progress in alleviating human deprivation including 
poverty reduction, human development. and improving the status of 
women; progress in protecting the environment; and Bank portfolio 
performance. In thiscontext, country performance isevaluated in terms 
of the effort made by a government to strengthen its policies and 
institutions. Governance aspects are taken into account across all 
components of country performance and receive due emphasis in 
country performance evaluation.The Bank's governance policy10 affirms 
the direct relevance ofgovernance issues to development performance. 
All of the Bank's country assistance plans (CAPS), which coverthree-year 
rolling program time frames and represent the core business planning 
documents of the Bank, now stan with a section on country performance 

lo Rl51-95: Cuwrnance: Sound Development Management. I7 August. 
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assessment. In the interest of accountability and transparency,theBaoH, 
CAPS are now available on the worldwide web. 

[ 26. Relevance. Donors appreciated the fundamental refocusing of 
r Bank operations, reflecting and reinforcing the transformation of the 
i Bank from a mere project financier supporting specific capital 
i investments to an overall development catalyst and agent for change. 

Donors strongly supported this wider operational agenda, and urged the 
Bank to strengthen the emphasis on policy reform and capacity building 

, in all operations. In this context, donors emphasized that the catalytic 
and leveraging role of the Bank constitutes one of its major strengths, 

: and is a key distinctive characteristic vis-a-vis commercial sources of 
capital as well as other external agencies. Donors urged the Bank to 
hrther emphasize itscatalytic role and impact throughout its operations. 

27. Keeping the above in mind, the Bank has mainstreamed 
programs to support policy reform and capacity building into the 
increasingly broad spectrum of its development services, wtiich today 
include non-lending activities such as upstream country economic and 
sector work as well as downstreamTA and lendingprojects. In its ongoing 
redesign of operational business processes, which have significantly 
increased in relevance to DMC needs since a strong country focus was 
adopted as a key operating principle, policy support and governance 
and capacity building are key considerations and componentsof country 
operational strategies, sector assessments, country assistanceprograms, 
project selection and preparation, detailed project design, and project 
implementation. Taking account of each DMC's particular circum- 
stances, needs, and absorptive capacity, the Bank's CAPS give due 
significance to medium-term strategies for sectoral policy support and 
capacity building in arriving at the lending and TA programs. 

28. The reIevance of ADF operations is also being ensured by a 
significantly increased degree of stakeholder participation in the Bank's 
business processes. The Bank's adopted framework for mainstreaming 
participatory development processes guides how participatory 
processes are being systematically incorporated into Bank practices." 
As a major step in its commitment to the participatory approach, the 

Aslan Development Bank. 1996. Mainstreaming Participatory Develapmenr ! 
J'rOCe53e~. 



Bank held a regional workshop involving high-level government o 
as well as representative NGOs from the DMCs in early 1999 in 
lo identify concrete and realistic ways to enhance DMC stake 
inputs in the Bank's planning process and project cycle. 

29. Quality. Donors recognized that the Report of the Task Force 
on Improving Project Quality was a milestone in ~ a n k o ~ e r a t i o n s . ' ~  The ' 
recommendations of the task force have been incorporated in th 
operational processes and procedures, with increased emphasis on 
borrower ownership and capacity building, improved feedback from 
postevaluation, greater incorporation of participatory approaches, and 
increased attention to project implementation and results. Together, 
these initiatives have resulted in a marked shift in emphasis, from project 
approvals and lending volume to the quality of Bank-financed projecfs, 
their relevance to beneficiary needs, and their actual impact in the field 
Donors commended this shift in emphasis, and urged the Bank to 
sustain and reinforce efforts to improve the quality and development 
impact of its operations. In this context, and in the light of the serio 
impact of the Asian financial crisis on several DMCs, the Bank will 
consider as an indicator of quality the sustainability of social gains 
its o~era t ions  and their robustness to withstand the pressures o 
financial cycles and shocks. 

30. An issue to which donors attached great importance was how 
to measure the development impact of Bank operations. This issue is 
common to all multilateral and bilateral development agencies, and had 
been highlighted by the Development Committee Task Force on 
Multilateral Development Banks. Donors urged the Bank to work with 
other agencies to develop common performance indicators for 
development impact. Accordingly, at the project level, the Bank has 
recently introducedaproject performance management system (PPMS) 
to serve as a management tool for designing, planning, monitoring, 
managing, and evaluating progress and impact during the entire project 
cycle.The goal of PPMS is to lift the success rate of projects. It is a system, 
based on the project logical framework, that generates critical manage- 
ment information on projects so that it is possible to know whether a 
project is capable of achieving its expected outputs and impacts (both 
short and long term), and if not, to stimulate management action in 

' Sec.ML4-91: Report of the Task Force on Irnprovzng Project Quality, 11 March. 

time to remedy the problem. The PPMS includes preparation of the 
project performance report, a new approach to reporting on ongoing 
projects based on the project's logical framework. It includes a revised 
approach to rating a project's overall performance, an approach that 
combines implementation progress with indicators of development 
impact. The PPMS and its performance reporting framework will be 
applied to Bank programs as weU as projects. 

IV. USE OF ADF VII RESOURCES TO DATE 

31. In the first half of the ADFWI period, 1997-1998, $2.6 billion 
of new ADF loans were approved. The largest borrowers wereViet Nam 
and Bangladesh, each accounting for more than $600 million; together, 
they used close to 50 percent of the total ADF lending. Sri Lanka, 
Pakistan, KyrgyzRepublic, Nepal, and Lao People's Democratic Repuhlir 
(PDR) were next (Table 1). Based on the current classification of DMCs 
under the graduation policy approved in December 1998 (para. 9), Group 
A countries, as a whole, accounted for $618 million or about 24 percent 
of the total, Group Bl countries accounted far $1,873 million or 72 
percent of the total. Group B2 countries (i.e., Indonesia) received only 
$30 million or I percent of the total; and Group C countries received 
$79 million or 3 percent, in their final access to ADF before effectivity 
of the graduation policy.13 

32. A total of 68 projects and programs were assisted through the 
ADF in 1997-1998 (Appendix 1). For these projects, the $2.6 billion of 
ADF lending, accompanied in part by $0.6 billion of OCR blend lending 
and equity investment, leveraged the mobilization of another $0.9 billion 
in cofinancing and $1.3 billion in government and beneficiary 
counterpart financing, for a total of $5.4 billion of project financing. 
In other words, for every $1.00 of ADF financing, $1.07 of non-ADF 
resources was mobilized for the projects approved in 1997-1998. 

33. All Bank assistance is intended to contribute to poverty 
reduction, either directly or indirectly. In terms of the Bank's strategic 
development objectives, around $1.1 billion or 44 percent of the total 

l3 PapuaNew Guinea, which isclassified asaGroupC country under the graduation 
policy, will, however, continue to have access to ADF through the year 2000 



went toward more traditional growth-oriented projects in Table I: ADF Projects by Strategic Development Objpttve 

poverty reductionobjectives are implicit, while $1.5 billion, or56 llaan approvalc in $million) 

- 

funded projects with explicit environmental and social ob) 
including specific poverty reduction objectives. Of the latter 
$790 million (30 percent) funded projects primarily aimed at 
concerns ofwomen in development, human resource developme 
access for the poor to income/employment opport~lnities and 
development services; and $214 million (8 percent) was for pro) 
directly aimed at protection of the environment. Another $450 ~ ~ I ~ o z L  
(17 percent) financed growth-oriented projects that incorporatedeqlidt 
social or environmental targets as secondary objectives. This 1997-1998 
project profile continues the trend since earlier in the decade toward 
an  increasing number o f  Bank projecls with explicit social and 
environmental objectives set at the project design stage. 

34. There are many good examples from among the ADF projecfs 
. approved in 1997-1998 that were driven by the operational priorities 

discussed in the last section and that demonstrate the effective 
ADF resources during the first half of ADF VII. The Bank's sign 
partnership with its Pacific DMCs (PDMCs) to support wide-ran 
reforms provides other good examples of effective use of ADF. 
projects were selected to indicate the wide breadth of development 
issues in which ADF is playing a long-term role: 

biodiversity conservation in Bangladesh; 
financial sector intermediation in Bhutan: . rural microfinance in Nepal, targeted particularly at house- 
holds headed by women; . basic education in Lao PDR; and . flood emergency rehabilitation in Kyrgyz Republic. 

A. Bangladesh: Sundarbans Biodiversity Consemtion 

35. The first example for which an ADF loan was approved during 
1937.1998 directly addresses one of the priority areas identified by 
donors for Bank environmental lending: environmentally sound foreat economic production capacity andlor enhance economic emciency 

Roiec~Yhose p-av and direct objective is toreduce poverty lo support humandevelopment 
management and conservation of biological diversity. A sustainable ~' Iincluding population plsnningl. or to imprave the starus of women. 

management and biodiversity conservation system for Bangladesh's ' environment. Proiecrs whose primav aim is lo promoce sound management 01 narural rerovrcer the 

Sundarbans Reserved Forest (SRF), part of the world's largest r e m w ,  EmnOllUcva*Ul pmjCNdsignd to eka tar@, L( a ~~~ndan l& j . sd~e ,  pamyredredctio hurmn 

contiguous mangrove area, will be supported by a $37 million ADF loan dmlopment, impmremm~ in the s m ~  of wmen, or pmrrcuon 01 sl.imnment. 
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Countty 

Group A 

Bhutan 
Cambodia 
Kiribati 
Kyrgyz Republic 
Lao PDR 
Maldives 
Mongolia 
Nepal 
Samoa 
Solomon Islands 
Tajikistan 
Vanuatu 

Subtotal 
.- 
Group 8 1  

Bangladesh 
Cook islands 
Marshall Islands 
Micronesia, Fed. Stares of 
Pakistan 
Sri lanka 
Vier Nam 

Subtotal - 
Group 82  

Indonesia 
Subtotal 

Group C 

Kazakhstan 
Papua New Guinea 
Philippines 
Uzbekistan 

Subtotal 

TOTAL 

Prqecrrwhose primaryobjective 

Growtha 

8.0 
40.0 
0.0 

106.5 
76.0 

7.0 
62.7 
77.0 
7.5 

26.0 
20.0 
20.0 

450.7 

190.0 
0 0  

12.0 
18.0 
5.0 

130.0 
330.0 
685.0 

0.0 
0.0 

10.0 
0.0 
0.0 
0.0 

10.0 

1,145.70 

is to 

1997-1998 

Socialb 

5.7 
0.0 

10.2 
42.7 
20.0 
6.3 
0.0 

20.0 
0.0 
0.0 
0.0 
0.0 

104.9 

202.3 
0.0 
0.0 
0.0 

76.0 
165.0 
173.0 
616.3 

15.0 
15.0 

10.0 
15.0 
8.8 

20.0 
53.8 

790.0 

p r ~ m ~ ~ ~ e ~ o n o m i ~ ~ r ~  

Environ- 
mentc 

0.0 
0.0 
0.0 
0.0 

27.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 
0.0 

27.0 

37.0 
0.0 
0.0 
0.0 

70.0 
16.6 
33.0 

156.6 

15.0 
15.0 

- 

0.0 
0.0 

15.0 
0.0 

15.0 

213.6 

G r m n h  w i h  
Sociall~nv~ 

0.0 
0.0 
0.0 
5.0 
0.0 
0.0 
0.0 

30.0 
0.0 
0.0 
0.0 
0.0 

35.0 

174.0 
0.8 
0.0 
0.0 

100.0 
35.0 

105.0 
414.8 

0.0 
0.0 

0.0 
0 0  
0.0 
0.0 
0.0 

449.8 

throu~LnYertmen~s 

Total 

13.7 
40.0 
10.2 

154.2 
123.0 
13.3 
62.7 

127.0 
7.5 

26.0 
20.0 
20.0 

617.6 

603.3 
0.8 

12.0 
18.0 

251.0 
346.6 
64 1 .O 

1,872.7 

30.0 
30.0 

20.0 
15.0 
23.8 
20.0 
78.8 

2.599.14 

LhaIinCrea5e 



approved in November 1998.14 A globally signiiicant ecosystem 
contains habitats for fish, shrimp, birds, and other wildlife, 
the world's largest remaining population of the highly endan 
Bengal tiger. The 6.000 square kilometer mangrove area pr 
subsistence living to 3.5 million people, offers protection from cyclones 
in southwest Bangladesh, and is rich in biodiversity and natural .': 
resources. It has significant ecotourism potential. 

36. The resources of the forest are being depleted with increasing 
use by commercial wood processors, rural communities bordering the 
forest, and subsistence fisherfolk from the Bay of Bengal. The 
government-owned Khulna Newsprint Mills complex contributes to the 
problem through the nonsustainable use of a key mangrove species as 
pulp in newsprint manufacture and by disposing of untreated effluent 
upstream of the forest. The Bank is providing a TA grant of $570,OW to 
determine options, including the financial viability and environmental 
sustainability of Khulna Newsprint Mills continued operations. Strict 
loan conditionalities have been agreed with the Government to ensure 
that the environment will be protected; these include sustainable limits 
on the use of the SRF and phasing out of commercial users. 

37. Reversing the trends of deforestation and biodiversity loss 
requires financial resources; a significant improvement in the 
institutional capacity of the Ministry of Environment's Forest 
Department; and a new management approach based on research, 
community participation, greater environmental awareness, sc ienac  
planning, and applied research. Modern management systems will be 
introduced that will involve all stakeholders in the 17 subdistricts around 
the forest. A participatory system will conserve and manage the forest 
and its biodiversity as a multidimensional resource. A Sundarbans 
Stewardship Commission has been established and environmental 
monitoring of the SRF will be done by the World Conservation Union. 

38. The total project cost is $82.2 million. Apart from the B a d ,  
financingwill also be provided by the Government. A $12.2 million grant 
from the Global Environment Facility (GEF) has been approved by the 
GEF Council, the first time that the GEF has supported a Bank-financed 

l4 Loan BAN 1643: Sundarbanr Biodiversily Conreruation, for $37 million, approved 
on 27 November 1998. 

loan. The GEF will support (i) priority biodiversity conservation 
initiatives and improved forest management; (ii) increased institutional 
capacity; (iii) measures to reduce poverty of the 3.5 million people living 
in the impact zone bordering the SRF through expanding economic 
opportunities, improving social infrastructure, improving organization 
for resource-users, and facilitating stakeholder participation in resource 
management; and (iv) adoption ofa supportive set of policies, especially 
related to the pricing for access to SRF resources. NGOs have also 
indicated their intention to provide funds. The Palli Karma-Sahayak 
~ o u n d a t i o n  (the Poverty Foundation in Bangladesh) will provide 
microfinance for sustainable resource use and alternative income- 
earning opportunities for the users of the SRE 

B. Bhutan: Fiancial Sector Intermediation 

39. The second project demonstrates how ADF resources are used. 
' even at a small scale, to create effective mechanisms for resource 

mobilization in DMCs. Sustained economic growth in Bhutan will 
: require greater participation of the private sector. Moreover, expanding 

the private sector is necessary if future inflows of better-educated 
I workers are to contribute fully to their country's development. An 
: efficient and competitive financial sector will be needed to mobilize 
? savings and channel long-term capital to meet the demand of private 
: entrepreneurs. The Bank's Financial Sector Intermediation Facility 
i (FISIF) is designed to ensure that an adequate policy and institutional 
i framework are in place to promote private sector development and 
i inve~tment . '~  

i 40. The FISIF consists of four components: (il a program loan of 
; $3.9 million inADF funds, (ii) adevelopment financeloan ofs4.0 million 

j in ADF funds, (iiil a TA grant, and (iv) a small equity investment to 
: privatize the Bhutan National Bank. The objectives of the policy loan 
: are to improve the efficiency and competitiveness of the financial sector 

and to assist the government in developing policies conducive to private 

1 sector development. The development finance loan provides an 
: umbrella credit line for private financial institutions to provide funds 
i for industrial and commercial agriculture projects in the private sector. 

l5 Loan BHU 1565: Financial Sector Intermediation Facilily (Policy Loan), for $4 
million. approved on 23 October 1997. 



Key policy reforms will rationalize government controls on b 
activities, liberalize the interest rate structure and improve its m 
ment, rationalizecontrols on foreign exchange transactions, stren 
the legal framework for financial system and private business operanom, 
and raise the human resource abilities of the financial and private sect0 

41. The primary beneficiaries of the FlSlF are private sector 
entrepreneurs because the increased competition and improved 
efficiency in the financial market will provide them with easier access 
to credit facilities. Policy reforms will create an environment more 
conducive to market-based industrial development. The projectwill also 
provide workers with broader oppormnities in the nontraditional sectors 
and widen the base for resource mobilization. 

42. .'To date, progress has been made on many Fronts. Interest rates 
have been liberalized and the Bank has finalized its equity participation- ' 
along with Citibank-in the Bhutan National Bank. This should help to 
improve services in the financial sector through increased competition ; 
and to move lenders away from collateral-based lending toward project,, 
finance based on cash flow. The Cabinet is currently drafting resolutions 
concerning real and personal property, negotiable instruments, .: 
bankruptcy, and foreign direct investment. These policy changes will .' 
provide a transparent legal framework for the interaction be 
financial sector and private entrepreneurs. 

C. Nepal: Rural Microfinance 

43. The donors have emphasized the importance of projects ; 
targeted at reaching the very poor and disadvantaged through 
microfinancing. The third project example is one targeted specially at 
women among the rural poor. The Bank approved the ADF R u d  
Microfinance Project loan to Nepal for $20 million in 1998.16 The project 
will help achieve the objectives of the recently adopted Agriculture - I  

Perspective Plan, which forms the basis for both Bank and Government 
development programs, to increase participation of women and to ' 

reduce poverty by about 35 percent over a 20-year period. Women's 
access to microfinance is very limited, and households headed by 
women, in particular, depend mainly on moneylenders. Institutional 

credit to the poor constitutes only 24 percent ofthe total, andmost funds 
go to nonpoor households that have collateral. There is a need to 
coordinate and streamline the delivery mechanisms for microcredit in 
a financially viable and sustainable way.The Government'smicrofinance 
operations need to be consolidated so that theGovernment can properly 
monitor, supervise, and regulate the sector. 

44. The project aims to improve the socioeconomic statusofwomen 
and increase employment opportunities and microenterprise develop- 
ment through the provision of rural financial services, including a 
revolving line of credit to finance viable farm and off-farm economic 
activities. The project will also support a program to improve women's 
investment opportunities andskills and strengthen the institutional and 
financial capabilities of microfinance institutions. 

45. The project is expected to benefit about 270,000 households, 
of which 75-80 percent of the beneficiaries will be poor women, and 
the remainder will be men and women near the poverty line. Households 
headed by womenwill be particularly targeted. About 448,000 loans will 
be provided for farm and nonfarm income-generating microenterprises. 
The employment-generating impact will comprise additional full-time 
employment and part-time work. The project subloans will reach some 
of the poorest and most disadvantaged sections of society, primarily 
women, the landless, disadvantaged ethnic communities, and 
subsistence farmers. The project will also help beneficiaries undertake 
more productive microenterprises, and thereby improve their incomes, 
access to decision making, and status in the household and conlmunity. 

D. Lao PDR: Basic Education for Girls 

46. The fourth example has improvement of the status of women 
in Lao PDR as a primaryobjective, and human development (including 
population planning) as a secondary objective, following the Bank's 
project classification system. The project, assisted by an ADF loan of 
$20 million approved in 1998, will mainly benefit ethnic minority girls 
and provide education for boys." Over the course of the project, 375 
villages will receive new multigrade schools with a total annual student 
capacity of about 29,000. Fifty villages will receive five-grade schools 

l7 b a n  IAO 1621: BaricEdwalion (Girls). forI2O million. approvedon 25 June 1998. 
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with a total annual shldent capacity of 10.000. The multigrade schools 
will particularly benefit girls of ethnic minorities, as they will be able 
to attend schools close to their homes. These schools will provide 
improved access and improved quality, which will encourage the 
students to'complete school: about 300 ethnic minority teachers, mainly 
females, will be recruited and trained; 50 new pedagogical advisers will 
be appointed and trained in how to support teaching practices to meet 
the needs of minority children, especially girls, and children in 
multigrade schools; and 4,000 teachers and school principals will receive 
in-service training in ethnic minority and multigrade approaches. 

47. Through the provision of facilities, more female teachers, 
relevant localized materials, better supervision, and village mobiliation. 
the gross enrollment will increase by about 27 percent for boys and 
46 percent for girls, and completion rates will increase by about 83 per- 
cent for boys and 103 percent for girls in project schools. More female 
primary education graduates will help improve women's status and 
active participation in socioeconomic activities and contribute to 
human development. Education will increase their chances to have paid 
employment, higher individual earnings, and greater agricultural 
productivity, and will increase the number of students qualified for 
secondary and higher education. It will help reinforce the strong 
association between the education of girls and family benefits. 
principally improvements in child and  family health, nutrition 
standards, and population planning. In addition, a substantial number 
of Ministry of Education staff will benefit from in-house long-term and 
short-term training, and regional training. 

E. Kyrgyz Republic: Flood Emergency Rehabilitation 

48. The fifth project example demonstrates the continued capacity 
of ADF to respond to a DMC's priority needs in an efficient way. On 
September 1998, the Bank approved an ADF loan of 55 million for the 
project to assist the Government of the Kyrgyz Republic in the efficient 
and expeditious rehabilitation of public infrastructure damaged by 
severe floods and landslides that occurred in May-June 1998 in Jalal-Abad 
and Osh provinces.'8 The affected public infrastructure included roads 

Loan KGZ 1645: Flood Emergency Rehabilitation, for $5 million, approved on 
24 Septemher 1998. 

and bridges, power transmission and distribution and hot water 
transmission lines, drinking water transmission lines and sewers. 
telephone Lines, schools, and health care facilities. The Bank loan will 
finance about 79 percent of the total cost of the required works, which 
is estimated at 56.3 million. The Government has conveyed its deep 
appreciation to the Bank for the prompt processing and approval of this 
emergency assistance. The assistance includes provision for li)  advance 
procurement, and (ii) retroactive financingof up to $1 million equivalent 
for the project.These have enabled the Government to complete before 
the advent of winter most of the urgent civil works needed to temporarily 
restore the damaged public infrastructure. The major civil works for 
permanent rehabilitation of the damaged infrastructure is expected to 
commence in March 1999. 

49. The project will ease the hardships that the affected commu- 
nities are experiencing. It is estimated that more than 85,000 people 
will directly benefit from the project. Itwill provide proportionately more 
benefits to poor people in the affected areas. 

E Pacific DMCs: Partnerships with the Bank 

50. While altogether the Pacific DMCs accountedfor only 51 10 mil- 
lion or less than 5 percent oftotal ADF lending in 1997-1998, the impact 
of such Bank assistance has been very significant because it has 
broadened in scope since formulation of the 1996 Strategy for the 
Pacific.lg Working in consultation and agreement with governments, 
the Bank has taken the lead role in the external funding community 
as a catalyst and facilitator of policy reform and capacity building in 
development management, while retaining the traditional role ofproject 
financier. Unlike other parts of the Region where the Bank normally 
works in tandem with the World Bank and the IMF in support of 
stabilization and adjustment programs, in the Pacific the Bank is often 
the major (and sometimes the only) multilateral financ~al institution 
providing support for macroeconomic and civil service reform. 
Economic reform programs in seven PDMCs have been undertaken with 
Bank technical and financial assistance during 1996- 1998 (Cook Islands, 
the Republic of the Marshall Islands, the Federated States of Micronesia, 

Aslan Development Bank 1996. Slmtegy for the Pacific pol~ctes and program 
for rusta~nable groruih 
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Nauru, Samoa. Solomon lslands, andvanuatu). All of these program 4 
aim at generating sustainable economic growth through the creation .% 
of a leaner, more efficient public sector and  a better enabling 
environment for the private sector. Program effectiveness in improving 
governance and the economic policy framework also permits a 
refocusing on project-based and sector-specific lending. Such 
lending has been proven effective in good governance and policy 
environments. 

51. Reform has usually been triggered by fiscal crises of varying 
degrees of severity, but government and community commitment to 
overall economic reform and improved governance has developed 
quickly in all cases. The Cook lslands Economic Reform Program, for 
example, is notable for local ownership from the outset, and for the 
creation of substantial and effective public participation in the reform 
process through the National Development Council and annual national 
retreats. New legislation has established principles of fiscal responsibility, 
accountability, and transparency. These principles have been reinforced 
by the formation of the independent Public Expenditure Review 
Committee with powers to review public finances and investigate any 
allegations of misuse of public resources. The concept of performance 
orientation has also been introduced to the public service. InVanuatu, 
srrong public participation in the Comprehensive Reform Program and 
a convergence of local ownership on the key theme of improved 
governance are striking features. The legislative framework for better 
fiscal and general governance has been established rapidly. A major 
improvement in publicservants' autonomy and efficiency has occurred 
as a result of  selection of Directors-General on merit, the new 
independence of the Public Service Commission, and the introduction 
of a performance orientation. 

2 In the Cook Islands and Vanuatu, periods of threatened 
macroeconomic instahility have been avoided with Bank financial 
assistance, and progress toward fiscal balance has been made through 
public service restructuring. In the Cook Islands, where there were 18 
government emplovees for every 100 residents, the number of public 
servants was reduced by 60 percent during 1996-1998, while inVanuatu 
the number of ministries was reduced from 34 to 9 and the number of 
public servants reduced by 10 percent. Progress in creating an environ- 
ment conducive to private sector growth has been made through removal 

of distortions in the tax systems and impediments facing foreign 
investors. In the Marshall Islands and the Federated States of Micronesia, 
substantial public service downsizing has been achieved as part of 
a reform process begun before commencement of renegotiations of 
block grant funding under the Compact of Free Association wirh the 
US. In Solomon Islands, Bank funds and TA are crucial support to 
a reformist government committed to addressing a severe fiscal crisis 
compounded by the impact of the Asian economic crisis. In Samoa, 
financial sector reform has occurred in a stable macroeconomic 
environment. 

53. In broad terms, the reform programs supported by the Bank 
in the Pacific have aimed not only at macroeconomic stabilization and 
fiscal balance, but also at the reorienting of the entire puhlic service 
towards results-based management. In some Pacific countries, the key 
policy action of the Government was the formulation of measurable or 
verifiable output targets as part of the budgeting exercise. In other 
contexts, the key step was the introduction of performance contracts 
to govern the employment arrangements of seniormost officials in 
the public sector. These contracts specify the "deliverables" of each 
senior official in government, and, in some cases, financial incen- 
tives are tied to actual accomplishment of the targets.These innovative 
arrangements, which have proven to be effective in private sector 
enterprises, contribute to good governance by helping to make public 
servants more accountable for results and for the resources that they 
manage. 

54. Experience with reform programs in the Pacific shows that in 
partnership with government and other funding sources, and where 
appropriate, the Bank can generate the critical initial momentum for 
an economic reform process. It can support that momentum through 
the provision of TA and program loan funds that buy time for govern- 
ments. Equally, it is clear that the Bank is involved in a learning 
process. Future design of reform programs will need to pay more 
attention to the careful and realistic prioritizing and sequencing of 
reformactions over time (in recognition that the reform process extends 
beyond the usual three-year life of a program loan). In this context. 
special attention will need to be paid to the suitability of new 
technologies and the domestic capacity to implement reforms and 
ensure their durability. 



55. ADFVIl provides the Bank with an opportunity to begin defining 
a long-term strategy for financing its concessional operations. In this 
regard, the long-~erm objective is that ADF will become progressively 
self-financing. To this end, the Bank must maintain its present capacity 
to mobllize concessional resources through multilateral replenishments 
 ha^ are equi~able and suslainable, and strengthen the financial planning 
frame\rork for ADE Donors recommended that the major elements of 
the long-term strategy include (i) maximizing of commitment authority 
from nondonor resourcesz0 in a prudent and sustainable manner; 
(ii) broadening and strengthening the donor resource base; and 
(iiil identifying and adopting a replenishment structure that reflects the 
constraints facing the multilateral assistance system and is compatible 
with (i) and [ii) in strengthening the Bank's capacity to mobilize 
concessional resources from internal and external sources. 

56. In that context, starting in ADF VII, priority is given to 
maximizing the Bank's internal capacity to generate additional ~ . '  

commitment authority through nondonor resources in a prudent and 
sustainable manner. Further, the synergy between donor and nondonor .I 
resources is being strengthened in order to increase the volume of 
commitment au~hor i ty  from nondonor resources by adopting ,, 

techniques that will increase (i) the volume of nondonor resources, and ..: 

(ii) the efficiency with which nondonor resources are used to generate 
commitment authority. The adoption of these techniques should 
proceed prudently to ensure that they are compatible with maintaining 
and strengthening the Bank's developmental mandate and financial ; 
integrity as a whole over the long run. In so doing, donors recognized 1 
the need to introduce a new planning framework for the financial 
management of ADF resources. Donors appreciated that the initiatives 
in financial management to be undertaken during the ADFVII period, 
together with continued and substantial donor support over the next j 

I 
1 

20 Nondonar resources consist of (i)  retlowr, i r .  repayments of past ADF loans, ] 
revenue horn service charges paid to ADF net of ADF administrative expenses, i 
and investment income; (ii) residual resources Irom pas1 replenishments: ! 
(iii) resources set aside from OCR; and (iv) OCR net income transfer. 

J ,.. 

8! 1 half a generation, would ensure that replenishments by donors will .g 

represent only one of the major sources of funds used to finance the 
Bank's concessional operations. The Bank remains fully committed to 
this long-term strategy for financing ADE 

B. ADF Resource Management 

57. ADF resource management has undergone important and 
significant changes in the first two years of the ADFVII period. These 
changes are a consequence of the policy directions given to the Bank 
in the ADFVII Donors' Report and the ensuing Board approval of major 
policy recommendations presented to them by Management. This 
subsection summarizes the changes in policy and their impact on the 
management ofADF resources, as well the Bank's initial experience with 
the new policies and the implications for further work on ADF resource 
management. 

58. Soon after the Board of Governors adopted the ADF VII 
Resolution in March 1997,21 the Board of Directors interpreted (on 
15 April 19971 the Charter pursuant to Article 60 to confirm that: (i) in 
accordance with Article 40.1 of the Charter, the Board of Governors' 
allocation to ADF of current year OCR net income that is in excess of 
reserves that the Governors consider necessary or appropriate and that 
would otherwise be available for distribution to members, is justified 
within the context of the Bank's purpose and functions and is consistent 
with the Charter; and (ii) such net income transfers to ADF may be made 
consistently with the provisions of Article 10.1 of the Charter, which 
require the separation of the Bank's OCR and Special Funds operations.22 
In line with the preceding, the Board of Directors recommended to the 
Board of Governors that $230 million held as surplus be allocated to 
the ALXZ3 Moreover, the Board of Directors adopted the EACAand the 
associated establishment of a new financial planning framework for the 
management of ADF resources.z4 

Resolution No. 247 adopted by the Board of Governors on 22 March 1997. 
2z R48-97.  Legallry of OCR Net Income and Surplus Transfers to rhe Asian 

Development Fund, 25 March. pages 6-7. para.13. 
Z3 R50-97. h n r f e r  of OCRSurplw to the Asinn Development Fund. 25 March. The 

Board of Governors adopred the associated Resolulion on 28 May 1997. 
R49-97. Reu~ew of the Financial PlanningFramework for theManagemen1 ofADF 
Resources, 25 March. 



59. During 1998. the Board of Directors considered and appmvcd 
the following further changes in policy concerning the management of 
ADF resources: (i) that resources made available as a result of annual 
loan savings and cancellations in the pre-ADF VII postreplenishment 
pool be allocated on an annual basis to the nondonor resource pool 
supporting EACA, thereby in~reasingEACA.2~ and (ii) that the loan terms 
for new loans to all ADF borrowers be amended with effect from 
1 January 1999,26 and that the service charge will be redesignated as 
an interest charge and will include a portion to cover administrative 
expenses and a portion that does not?' 

60. Together, the major impacts from these new policies for the 
management of ADF resources are considered to be positive. First, the 
efficiency in the use of ADF loan repayments and additional resource 
mobilization (other than new donor contributions to the current 
replenishment) to increase ADF commitment authority is maximiid. 
Second, as a consequence, the Bank may continue to plan for 
progressive self-financing of ADF in the long term. Third, commitment 
authority in the current replenishment does not have to bear all risk 
associated with adverse movements in exchange rates affecting all ADF 
resources, as it has in previous replenishments. Fourth, ADF note 
encashment in the current replenishment is stable and predictable. 
Fifth, the Banks financial planning framework for ADF is much more 
congruent with the policies and practices in IDA, to which many 
donors to ADF also contribute. However, it is important to point out 
that, with the limited degree of hardening of ADF loan terms as 
approved by the Board of Directors, it is difficult to attain the goal 
of ADF self-financing without substantial new donor contributions 
to future replenishments. 

25 R105-98, lhrmenl of loan Savingsand Cancellatiom to Increase rhefipnnded 
Advance Commilmenr Authority IEAGlJ Under the New Financial Planning 
Fmmeuark for rhe Management of ADF Resourms. 9 July. 

26 For projec~loans, i.e.. o'iher than quick-disbursing program loans: 32-yeu 
maturiw includine an h e a r  mace oeriod, 1-oercent interest charae durina the 

61. These positive features notwithstanding, the implementation 
of these new policies, particularly in the context of the Asian financial 
crisis, have had results that merit attention and perhaps funher study. 
First, under the new financial planning framework, which separates 
resources for the current replenishment from those provided and 
allocated to past replenishments, a direct relationship exists between 
the amount and timing of donor-sourced commitment authority and 
installment payments in the current replenishment; however, EACA is 
available at anytime during the calendar year. In ADF MI, annual WCA 
in 1997-1999 was fully committed very early in the year. Given the 
projected annual levels of EACA and the provisions in the ADF 
resolutions, which do not require donors to deposit their promissory 
notes until the last quarter of each calendar year, ADF has experienced 
intra- and inter-year funding gaps: that is, some loans are approved 
by the Board during the year on the condition that the loan may not 
be signed until the President has determined there are sufficient 
financial resources (i.e., additional commitment authority) to finance 
the loan. This has often resulted in unanticipated delays in loan signing 
and initial project implementation. On these considerations, it would 
be appropriate for the Bank to review mechanisms to address the 
problem. 

62. The new ADF financial planning framework continues the 
policies and practices whereby donor contributions are usually 
denominated and paid in members' currencies, and loandisbursements 
and repayments aregenerally made in relation to the basket of currencies 
that constitute the pool or stock of ADF resources (substantially 
equivalent to donor contributions to all ADF replenishments). The ADF 
unit of account is the same as the Bank  unit of account. i.e., the US 
dollar?' Thus, the US dollar valuation of commitment authority in the 
current replenishment-be it derived from donor contributions or 
WCA-will change in relation to changes in the exchange rate of donor 
member currencies against the US dollar. In ADFVI, for example, the 
net effect was a gain in commitment authority, which was one reason 
why the Bankwas able to extend the ADFVI period by one year. However, 
as a result of exchange rate movements durinr! the first vear and a half - 

grace and 1.5 percent during the amortization period. equal kor t i~aa~n ;  4 of ADFVIl there was an extraordinary reduction from theblanned levels 
and for auick-disbursina DrOKram loans: 24-vear mamrily includina an 8-veu ! -. - 
grace pe;iod, 1-percent interest charge during the grace period andi.5 percent ,! 
dl~ring the amortization period, equal amortization. 1 28 However. ADF loan commitments are denominated in special drawing rights 

" R205-98, Review of theloan Term forrheArian Dewlopmen1 Fund, 23 Nmmber. 1 (SDRs). 



ofdonor-sourced commitment authority and EACA, as a result of a d  -, 
change in exchange rates which contributed substantially to an ADF 
VII financing gap projected at $1.8 billion in relation to the agreed : 
olanned level of $6.3 billion in ADFVII lending? It is not assumedtbat 
the ADFVII period can be shortened in these circumstances. Therefore, 
in this context, and considering the need to maintain ADF's financial 
capacity to meet outstanding disbursement obligations over time 
valued in SDRs, the Bank should reexamine alternatives for mini- 
mizing AUF's vulnerability to adverse movements in exchange ratesand 
the institutional and legal implications of such alternatives. Relevant 
policies and practices in IDA provide an important point of reference. 
rhe Bank plans to report to donors on alternatives during the end 
of 1999. 

63.  When approving recommendations on  the new ADF financial 
planning framework in April 1997, several donor members did so on 
condition that the Bank perform an early review of the experience with 
the ADF VII fixed encashment schedule. While these members 
appreciated the enhanced predictability and stability in ADF note 
encashment offered by the ADF VII fixed encashment schedule, their 
national policy required them to provide, from time to time, only that 
amount of resources necessary to meet the near-term disbursement 
requirements of ADF-financed loans. The results of the Bank's 
experience with the ADF fixed encashment schedule in 1997 and 
1998, and as currently projected for 1999, is given in Appendix 2. The 
appendix shows that actual ADFVlI note encashment in 1997 and 1998 
was insufficient to meet the donors' pro rata share of ADF V11 
disbursement requirements: a deficit of $32.4 million had to be 
funded by temporary transfers from the resource pool supporting 
EACA. The table also shows a further deficit of $26.45 million is pro- 
jected in 1999, and will again have to be met from resources supporting 
the EACA. Furthermore, with the EACA resource pool temporarily 
meeting these deficits, EACA availability in ADFVII will be reduced by 
$14 million. In this context, while it is intended to leave the ADF VlI 
fixed encashment schedule unchanged, the Bank should formulate a 

Zy INt59-98, Financing ADF VII, 9 July. While originally prepared as an informa- 
1 

tian paper, the Board discussed it in September 1998. The following subsection 
of Section V will provide an update on financing ADFVII at exchange rates at 

i 
3t December 1998. 1 

1 
! 
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different fixed encashment schedule for the next replenishment, to 
minimize the probability of annual deficits in note encashment set ,,. 
against the donors' projected pro rata share of disbursement 
requirements.30 

C. ADFV11 Financing Structure and Burden Sharing 

64. At the conclusion of the ADF VII negotiations in Tokyo, in 
January 1997, some members were not in a position to confirm their 
pledges, or the unit of obligation for their contribution, as reflected in 
Table 1 in ADF MI: Report of the ~ o n o r s . ~ ~  Furthermore, while it was 
announced in Tokyo that Indonesia planned to provide a contribution 
to ADF VII, it was understood to be an additional contribution outside 
the formal framework of theADFVI1 negotiations, which would require 
a separate acceptance by the Board of Directors, and therefore was not 
included in the Donors' Report. Table 2 provides an updated overview 
of financing ADF VII and burden sharing as of 28 February 1999. The 
table shows that all donors have confirmed their pledges to the Bank 
and have defined the unit of obligation for their contribution. Indonesia's 
additional contribution is also noted. The table shows total donor 
contributions amounting to $2,658 million; this amount is $342 million 
below the planned level of $3,000 million in donor contributions to 
ADF VII. 

65. Appendix 3 provides information on individual donors on the 
status of deposit of ADF VlI instruments of contribution and whether 
the instrument is considered to be unqualified or qualified,32 and on 

30 ADF is experiencing some difficulty with the nonfued pre-ADFVII encashment 
system, in tha t  some donors are not able for budgetary reasons ro encash 
promissory notes at par upon demand to meet required disbursements. Donors 
may wish to consider adopting a fued encashment schedule for the balance 
of ADFVI contributions to improve their budgetary planning while ensuring 
timely and adequate resource availability for existing pre.ADF V l l  loan 
commitments. " Overview of Financing ADF VI1 and Burden Sharing, January 1997. 

32 The ADF resolution defines an unqualified instrument of contribution as a 
"commitment by the member to make Davment of the contribution in the . . 

1 manner and on the terms set fonh in or contemplated by the resolution." and 
defines a qualified instrument of contribution as one that 'contains a 

1 qualification that payment of all installments of the contribution except the 
1 first is subject to subsequent budgetary appropriations? 



(05 of28 February 1999) 

. Donor Resources Required 

nil of Amount in Unit 
on or Obligalion 

242,583,579 
586,775,016 
172.258.904 
136,419,752 
80.000,OOO 

704.853.800 
260,077.694 

lfi9.922.880.000 
107,851,030 
155.910.501 

1.669.693.5011 
2fi8,274.905 
42.523.1 11 
16,120.000 
57,006,726 

400,000,000 

Nonregional Sublolal 
231,588,699 

107,777,715,840 
33,541,073 

Developed Aslan Econumies 
15,390.000 

42,489,665,370 
399,579.480 

Nonbormwing Economies 
10.000.000 
25,492,000 

101.024.800 

I Contributions 

~ n t i ~ n c s ~ a w a ~ n o t a ~ a r d c i ~ a n ~ i n ~ e ~ F W l n e g ~ l i ~  ! 
conlr,bulion' 01 115110 million lo ADFVII. 1 
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payment of the first and second installments, as of 28 February 1999.7 
All donors have deposired their instruments of contribution and their j 
first installment payment.  Moreover, all donors  that  deposited.:' 
unqualified instruments o f  contribution have made their second 
installment payment in full, with the exception of The United 
States, wh~ch  s u b ~ n ~ t t e d  a qual~fied Instrument of con t r~but~on ,  has 4 
provided $23 million (or 23 percent) towards its second installment 
payment. Therefore, US arrears during 1999 are expected to be 
$77 million. In accordance with paragraph 9(c) of the ADFVll resolution, 
other donors may consider reducing the availabilityoftheir third tranche 
(i.e., the third installment equal to 25 percent of their contribution and 
payable on or before 1 November 1999) for operational commitments 
on a pro rata basis.34 However, the USAdministration's current request 
to Congress for the FY2000 Budget includes an amottnt that would clear 
the $77 million balance of the second installment payment (and provide 
the hill aniount of the scheduled third installment). With this in mind, 
and further considering the direct relationship between additional 
donor-sourced commitment authority and receipt by the Bankof donors' 
installment payments, the exercise of pro rata rights would drastically 
reduce the Bank's ability to Fmance newADF commitments in 1999.Thus. 
the Bank has requested, in wrlting, that other donors consider not 
exercising pro rata rights against the current outstanding balallce of the 
second US installment payment to ADF VI1. 

66. Appendix 4 provides information (at  31 December 1998 1 
exchange rates) on the projected overall financingforADFV1I.TotalADF 
VII resource availability is estimated to be $4,966 million, wltich when 

1 i 
set against the planned level of $6,300 million for ADFVII operations, < 
leaves a projected funding gap of $1,334 million. In this context, the I 

Bank will continue its best efforts to increase EACAin a prudent manner 
during the remaining period of ADF VII. At the same time, the Bank ? 
requests donors l o  make their best efforts to provide further 
supplementary contributions to ADF VII  for progress towards the i 
pla~ined level of $3 billion in donor contributions. 

- ~ ~ ~ p - - ~  . 
" rhr ~jalrh l l v l  ircclt ~ r l f ~ l n ~ e c l  [ljal 1 1 1 ~ .  l~al t i to  i Z ~ ~ ~ l t ~ r i ~ i e b  ale making e f b r l s  to 

eliaule early secomd ins!all#nenl payrllcrll. 
'"?;raKli[lll 9 iu l  in l(r,r~lulion No. 247 

I VI. CONCLUSIONS 

67. With the submission of this progress report at the conciusion 
of the first halfoftheADFVl1 period, theBank has met in a timely manner 

1 all of its policy and financial commitments as specified in the Donors' 
Report. The Bank's policy actions have served the objective of increasing 
the effectiveness with which the Bank can put ADF resources to use. 
In particular, the Bank has addressed the issues of access criteria, 
performance evaluation, and allocation methodologywith the approval 
of the new operational policy on  graduation and the systematic 
framework for allocation of ADF resources among DMCs. During the 
first half of ADF VII, the Bank has also effectively implemented several 
new policies for strengthening the financial management of all ADF 
resources, including a new financial framework that will facilitate the 
sustained progress towards ADF self-financing. As demonstrated by the 
use of ADF VI1 resources to date, the long-term ADF framework 
established in the Donors' Report has gotten off to an effective start. 
But the ADF challenge continues. On the demand side, even those ADF 
borrowers not so directly or  immediately affected by the regional 
financial crisis are experiencing the widespread secondary effects of the 
crisis and consequently, also increased requirements for concessional 
resources to address, particularly, the medium-term social impacts of 
the crisis. Moreover, new members from the poorest of thecentral Asian 
Republics are adding to the demand for concessional aid from the Bank. 
Also, i t  isnecessary to maintain thresholdlevelsofADFlending to retain 
leverage as an effective broad-based development institution in the poor 
DMCs and to promote competitive pluralism with theworld Bank's IDA 
operations. Taking these factors into account, the Bank should aim for 
subsequent replenishments lo be at least at the ADF Vll level o f  
$6.3 billion. or higher. 

68. 011 the supply side, ADI; contillues to face a number of risks 
and issues, which must be carefully managed. In this regard, the Bank 
deems it appropriate to undertake further actions in relation to ADF 
financial management and to report on them to donors in the context 
of negotiations on  the next replenishment. Specifically, the  Bank 
proposes to: (i) establish appropriate mechanisms to give full effect to 
the new ADF financial planning framework; (ii) further examine various 
alternatives for minimizing AUFk vulnerability to adverse movements 
in exchange rates and the institutional and legal implicat~ons of such 



alternatives; and (iii) formulate a fixed encashment schedule for the next 
replenishment with a view to minimizing the probability of annual 
deficits in note encashment set against the donors' pro rata share of 

APPENDIXES 

TLtle Page Cited on 
disbursement requirements. 

69. Despite the detrimental effects of the Asian financial crisis, the 
Bank has and continues to make its best efforts to maximize, ina prudent 
manner, the amount of EACA available in ADF VI1. Further efforts on 
mobilization of donor support must be undertaken during the second 
half with the goal of achieving the targeted donor contribution 
commitments to ADF VII and closing the existing funding gap. In 
particular, donors should consider providing further supplementary 
contributions to ADFVI1. Finally, the interests ofADF would not be well 
served if other donors exercised pro rata rights against the current 
outstanding balance of the Us's second installment payment to ADF VII. 

1 (page, para.) 
1 
i 1 ADF Loan Approvals, 1997-1998 244 221.32 
i 

> 
2 2 ADF VII and ADF VI (carryover) 

Note Encashment vs ADF VII Loan 
Disbursement 250 236, 63 

i 
3 ADF VII - lnstmments of Contribution 

and Instalment Payments 252 237, 65 
70. Since the ADFVII period is expected to end in December 2000, 
there is a need to plan now for the next replenishment. ADFVIII, which 
should become effective in 2001. Accordingly, theADFVII1 negotiations 
should start in the second half of 1999 and be completed in the year 
2000. It is expected that the number of meetings in the negotiations 
will be limited to four. 

4 ADF VII Level of Lending and 
Commitment Authority (1997-2000) 254 240, 66 

! 

71. In approaching future ADF replenishments, the Bank will -,! 
increasingly emphasize the Framework of performance-based lending 
with the long-term vision and strategy for ADF in mind: promoting the :1 
acceleration of poverty reduction in the Region and, at the same time, 

i 
accelerating the pace at which ADF can become self-financing. 



Appendix 1, page 1 

ADF Loan Approds, 1997' 

Project Name 

a Drrludes VIE: Phuoc Hoa Mullipurposcwater Resources (IA Loanl, lor 12.6 mdhon. 
b The B d r  stratqic development oblccrivcr (SDOsI arc: 

(mi promoting econonlic g o n h  !GROI, 
Ilil reducing powny IWVI ,  
(iic] supporung human develapmenr, inclumng population planning (HRDI, 
IIYI Mpranng ihc status of women IWIDI, and 
("1 proiecclng h e  environment IEhVl. 



Appendix 1, page 2 

Total A I 1,617.0 3,720.8 

a FxcludnVlE: Phuoc Hos Multipurpou water Rnourcn (IA b l .  foc S2.6 million. 
b  he Banti strategic derrlopmemt obpt i rs  ISMS) am: 

1 .i 
[I) pmmoong economk gwmh (GRO). 
liil reducing parrry IWVI. 
(ini) rupprring hmln dmlopmmt, including population pluvling [HRDI. 

1 
lir) -8 th Wtus of m m a  (WID). and 

4 
("1 pmlrcung Ihe environment IENVI. 



ADF Lam Appmvals, 1998' 

Appendix  1, p a g e  3 

I DMC I Project Name 

BAN: 
BAN: 
BAN: 
BHU: 
CAM: 
KG Z: 
KGZ: 
KGZ: 
KIR: 
LAO: 
MLII: 
NEP: 
NEP: 
NEP: 
PHI: 
SAM: 
SOL: 
SR1: 
SRI: 
SRI: 
TAJ: 
VAN: 
VIE: 
VIE: 

Sundarbans Biodiversity Conservation 
Flood Damaged Rehabilitation 
Rural Livelihood 
Urban Infrastructure lmprovement 
GMS: Phnom Penh-HCMC Highway 
Flood Emergency Rehabilitation 
Second Road Rehabilitation 
Social Services Delivery and Finance 
Sanitation, Public Health & Environment Improvement 
Basic Education (Girls) Project 
Postsecondary Education Development 
Community Groundwater Irrigation Sector 
Second Agriculture Program Loan 
Rural Microfinance 
Early Childhood Development 
Financial Sector Program Loan 
Public Sector Reform Program 
Tea Development 
Roads Network lmprovement 
Urban D e n  & Low Income Housing (Sector) 
Yost Conflicl Infrastructure 
Comprehensive Reform Program 
Third Road lmprovement 
GMS: Phnom Penh-HCMC Highway 

27 NOV 
16 Dec 
29 Sep i 
30 lul 
15 Dec 
24 Sep 
10 Sep 
27 NOV 
8 Dec 

25 lun 
30 Sep 
26 Feb i 
22 Jan . 
8 Dec 

27 Ian 
19 Feb 
27 Aug 
10 Nov 
8 l b c  

24 Sep 
10 Dec 
16 lul 
10 Dec 
15 Dec 

SDO Classlficatlon 
-Pry I Secondary 

ENV 
GRO 
POV 
HRD 
GRO 
GRO 
GRO 
HRD 
HRD 
WID 
HRD 
G RO 
GRO 
WID 
HRD 
GRO 
GRO 
GRO 
GRO 
HRD 
GRO 
GRO 
GRO 
GRO 

Pov 
POV 
WID 

POV 

POV 
ENV 
HRD 

POV 

Pov 
POV 

ENV 

ADF Loan 
(3 m) 

Project Cost 
(Sm) 

WE: I Vocational & Technical  ducati ion 11 Dec i HRD WID 

Total 

54.0 120.0 

I 
a ~ ~ c ~ u d e r  NEP: ~elarnc~li  warer supply ~~~~~~~i~~ ITA ~ o a n i .  for sso million. ! 

3 
1 982.1 1,666.5 
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Australia 175,230,000 AS 231,588,699 

Austria 23.490.000 S 242,583,579 
Belgium 19.440.000 BF 586,775,016 
Canada 125.820.000 Cans 172.258.904 
Denmark 24,030,000 DKr 136,419,752 
Finland 17,657,120 Fmk 80,000,000 

France 140,000.000 F 704,853.800 
Germany 177.120.000 DM 260.077.694 
Hong Kong. China 15.390.000 US$ 15,390,000 
lndonesiab 
Italy 108.000.000 Lil 169,922,880,000 

lapan 1.018.770.000 1 107,777.715.840 
Korea. Rep. of 54.270.000 W 42,489,665,370 
Malaysiab 10,000,000 RM 25,492,000 
Netherlands 65.610.000 f 107.851.030 
New Zealand 22,550.WO NZS 33,541,073 
Norway ' 24.300.000 NKr 155.910.50l 
Spain" 13,500,000 Ptar 1,669,693,500 
Sweden 39,590.000 SKr 268,274,905 
Switzerland 35.710.000 SwF 42,523,111 
Taipei,China 14,580,000 NTS 399.579.480 

Thailandc 4.000.000 B 101,024,800 
Turkey 16.120.000 US$ 16.120,WO 
United Kingdom 102.600.000 1 67,006,726 
United States 400,000,000 US$ 400,000.000 

mlal  2,647,777,120 

As of 28 February 1999 

First 

lnstalment 
Payment 
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Received 
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Received 
Received 
Received 

Received 
Received 
Received 
Received 
Received 
Received 
Received 

Received 
Received 
Received 
Received 
Received 

Received 
Received 
Received 
Received 
Received 
Received 

Received 

Second 

lnstalmenl 
Payment 

UnquaMed 

Received 
Received 
Received 
Received 
Received 

Received 
Received 
Received 
Received 
Received 

Received 
Received 
Received 
Received 
Received 
Received 
Received 
Received 
Received 

Received 
Received 
Received 
Received 
Received' 

Qualified 

Contributions 
(Amounts Ln US$) Member 

a Cantribul~onr of memben rr set ionh in Table A of Rnolution No 247. 
b Full conuibaion amount provided in one promiuoq noe. 
c R~emvcd all lour installmen1 wnulbutionr. Note rhai only 1st and 2nd inrtnlhm~ conuibutionr m e  

considered in the compulalion of ADF Commilmenl Au*ariry 
d A pmial payment of llS123 mnllion. 

Mditional 
Contributions 

(Amounts in US$ 
Contributions' 
(Amounts in US$) 

Contributions in 
Unit of Obligation 

Eiiective Date 
of Contrlbutlon 

Contributlona 
! IAmounts in US$) 



29 April 1999 

I I. ADF VII kndlngb 

11. Commitment Authority (CA) 
a. ADF VIl Donor Contribution: 
b. ADF VI Donor Arrearse 
C. ADF VI Carryover of CAf 
d. Planned EACA 
e. Additional EACA 
Subtofal 

1 Ill Funding Gap (I-Ill I 0 / 6 4 2 1  1,334 ( 
I 1 I I I 
FAU - Erplnded Adnna Com~lirmenl Aulhoriy 
r Documents prepad  lor ihe To+ mlrtiry slated hl mndonor resoume mnrirled 01 USl2.7W 

d o n  FA= USSiM million ADFM m, d U W  dlhon urrur md p m n u  dram bY 
donon, H a m c ,  thew w r  a shared underatandins that: U S U m  million M d i t i o d  0°C of 
USS2.7CU million was nor identified d Ihat U S 1 6 0  million M F M  urrynnr wmAd br lvsd up .Id 
not anillhi= lor ADF MI. 

b A< conamplated in the ADF MI Rrpon 01 L c  Donon. p.n 107 
c RISK an4 ~ u p p o n c n r q  m n t n b u ~ o ~  pledged at Mv plw Hory mry Lhvu l n & n n v  and b 

Zealandl subeq~cnt mnlnbutlolv d u d  41 c.ch.ng. nlo p-8 u 01 be l n d u t d  
d Net of 6 50 p m m #  con-nc) (or dubvvmmt  Nt 
c ltah .nu US anem and unounla nlhhcld by &.on amulq pmnu mu 
1 t m m e d  -r of ADF M commrrmmt auLhonw 

REPORT OF THE PROCEDURES COMMI'ITEE 
FOR 1998199 

As required under its terms ol  reference, the Procedures 
Comminee for 1998199 met on 29April1999. Governors for the People's 
Republic of China. Finland, India. Italy, Japan. Kiribati. Nepal. 
Philippines,Tonga, United Kingdom, and the United States were present 
at the Meeting. 

The Comminee submits the following report: 

1. Schedule of Meeting 

The Committee recommends that the Schedule of Meeting, as 
shown in DOC. No. BG32-1, be approved with such changes as the Chair 
may announce during the course of the Meeting. 

2. PFovisions Relating to Conduct of Meeting 

The Comminee recommends that the Provisions Relating to 
Conduct of Meeting, as shown in DOC. No. BG32-2, be approved. 

3. Agenda for Meeting 

The Comminee recommends adoption of the agenda as shown 
in DOC. No. BG32-3, Revision 1. 

4. Regarding the items on the Agenda. the Committee reports as 
f0Uows: 

(a) Annual Report-The Committee noted that the Schedule 
of Meeting provides adequate time for discussion of the 
Annual Report, and recommends that the Board take note 
of the Annual Report. 



(b) Produrea for the Election of Directom-The Committee 
noted the Report of the Board of Directors, DOC. No. 
BG32-4, and recommendsthat the draft Resolution entitled 
"Procedures for the Election of Directors at the Thirty- 
Second Annual Meeting" be adopted by the Board of 
Governors. 

(c) Election of Directors-The Committee recommends that 
the election of Directors be held at 4:00 p.m., Saturday, 
I May, and that nominations close at 1200 noon on the 
same day. 

(d) Financial Statements and IndependentAuditors'Repons-- 
The Committee noted the Report of the Board of Directors. 
DOC. No. BG32-5, and recommends that the draft 
Resolution entitled "Financial Statements and Independent 
Auditors' Reports" be adopted by the Board of Governors. 

(e) AUocationof Net Income-The Committee noted the Repon 
of the Board of Directors, DOC. No. BG32-6, and recom- 
mends that the draft Resolution entitled "Mocation of Net 
Income" be adopted by the Board of Governors. 

( f )  Budget for 1999 and Addendum 1 (ADBL Budget for 1999)- 
The Committee recommends that the Board of Governors 
take note of theReport of the Board of Directors on the Bank 
and ADBl Budget for 1999, DOC. No. BG32-7 and 
Addendum I. 

(g) Review of Rules and Regulations-The Committee 
recommends that the Board of Governors take note of the 
Repon of the Board of Directors on the Review of Rules and 
Regulations, DOC. No. BG32-8. 

(i) Ofaars md M u r e d  Committee for 199912000-The 
Committee recommends that a Procedures Committee be 
constituted consisting of the Governors for the People's 
Republic of China. Denmark, France. Germany, Hong Kong, 
China, Japan. Lao People's Democratic Republic. Pakistan. 
Samoa. Sri Lanka, Thailand and the United States to be 
available through the Thirty-Third Annual Meeting for 
consultations at the discretion of the Chairman regarding 
the Schedule of Meeting; Provisions Relating to Conduct 
of Meeting; the Agenda for the Meeting and any procedural 
matters, by correspondence, if necessary, and by convening 
immediately before, and, as required during, the Thirty- 
Third Annual Meeting. The Committee further recommends 
that the Governor for THAILAND be appointed Chairman 
of the Procedures Committee. 

The Committee also recommends that the Governor ior 
THAILAND be elected Chairman and the Governors for 
KAZAKHSTAN and AUSTRIA be elected Vice-Chairmen of 
the Board of Governors for 199912000. 

APPROVED: 

EDGARDO B. ESPIRITU 
PHILIPPINES 
(Chairman) 

BENIAMINA TlNGA 
KIRIBATI 

(Reporting Member) 

(hl ADFVII: Progress Report-The Committee recommends 
that the Board of Governors take note of the Report, DOC. 
No. BG32-9. 
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Document No. BG32-10 

ELECTION OF DIRECTORS 

LIST OF PERSONS NOMINATED 

Regional Members 

Name Nominated by Governor(s) for 

Mr. john Lockhart Australia; Cambodia; Hong Kong, 
China; Kiribati; Federated States of 
Micronesia; Nauru; Solomon Islands: 
Tuvalu 

tv~i. Corattiyil Ramachandran Bangladesh; Bhutan; India; 
Lao People's Democratic Republic 

Ms. Ma. Patricia Z. Riingen Kazakhstan; Maldives; 
Marshall Islands; Mongolia; 
Pakistan; Philippines 

Mr. Soegito Sastromidjojo Cook Islands; Fiji lslands; Indonesia; 
Kyrgyz Republic; New Zealand; 
Samoa; Tonga 

Mr. Naoyuki Shinohara Japan 

Mr. Prasit Ujjin Malaysia; Myanmar; Nepal; 
Singapore; Thailand 

Mr. Jeung-Hyun Yoon Republic of Korea; Papua New Guinea; 
Sri Lanka; Taipei,China; Uzbekistan; 
Vanuatu; Socialist Republic ofViet Narn 

Nonregional Members 

Name Nominated by Governorlsl for 

Mr. John Millett Austria; Germany; mrkey; 
United Kingdom 

Mr. Julian H. Payne Canada; Denmark; Finland; 
Netherlands; Norway; Sweden 

Mr. Francesco Pittore Belgium; France; Italy; Spain; 
Switzerland 

Ms. Linda Tsao Yang United States 

In accordance with the Rules for the Election of Directors at the 
Thirty-Second Annual Meeting, adopted by the Board of Governors, 
nominations were closed at 1200 noon on Saturday, 1 May 1999. The 
Election will be held at 4:00 p.m. on Saturday, 1 May 1999. 

SECRETARY 

Mr. Zhao Xiaoyu People's Republic of China 





LIST OF OFFICIAL PARTICIPANTS 

ACCREDITED MEMBERS OF DELEGATIONS 

GOVERNORS AND THEIR DELEGATIONS' 

Temporary Alternate Governors Reazul Hossain 
M. Faizur Razzaque 

I Adviser 
l 

Muhammad Musharraf 
Hossain Bhuiyan 

BELGIUM 

AUSTRALIA 

Head of Delegation loe Hockey 
(Temporary Alternate Governor) 

Alternate Governor Gino P. Alzetta 

Adviser Pascal Gregoire 

BHUTAN 
Temporary Alternate Governors Peter McCawley 

John Buckley 

Advisers Olaf Shuermann 
Keny Groves 
Michael Wood 
Gerard Guthrie 

AUSTRIA 

Head of Delegation , Klaus Oehler 
(Temporary Alternate Governor) 

Advisers Walter Mayr 
Wolfgang H. Harwalik 

BANGLADESH 

Governor 

Alternate Governor 

Shah A. M. S. Kibria 

A. K. M. Masihur Rahman 

The final list of accredited members of delegations circulated on 1 May 1999 
bore the following notation: "Section 4 of the Rules of Procedure of the Board 
of Governors of the Bank requiresthe submission, at each meeting ofthe Board. 
of a list of the Governors. Alternate Governors and Temporary Alternate 

Governor Lyonpo Yeshey Zimba 

Adviser Penjore 

CAMBODIA 

Alternate Governor Ouk Rabun 

Temporary Alternate Governor Pen Thimng 

CANADA 

Head of Delegation Jim Carruthers 
(Temporary Allernate Governor) 

Advisers Chris Liebich 
lean Bourassa 

CHINA, PEOPLE'S REPUBLIC OF 

Governor Xiang Huaicheng 

Temporary Alternate Governors Zhu Guangyao 
Zhao Xiaoyu 

Governors." 



CHINA, PEOPLE'S REPUBLIC OF 1mnUndJ 

Advisers Wang Baoan 
Liu Liange 
Liu Fangyu 
Ji Quoqiang 
Chen Iun 
Zhang Nianshan 
Wang Wri 
Wu lianjun 
Huang Yun 
He Jing 

COOK ISLANDS 

Governor Papamama Pokino 

Alternate Governor Keven Carr 

- 
DENMARK 

Allernare Governor Torben BryUe 

lemporary Alternate Governors Asif Parbst Amin 
Bo B. Rasrnussen 

Flll ISLANDS 

(;overnor ad interim lone Yavala Kubuahola 

Temporary Alternate Governor Savenaca Narube 

Advisers &li Caniogo 
Pita Wise 

FINLAND 

Alrerriate Governor Kirsti Lintonen 

1 1 Temporary Alternate Governors Matti Adtola 
Pertti Majanen 

Advisers Leena Viljanen 
Christian Lindholm 

FRANCE 

Head of Delegation Philippe de Fontaine Vive 
(Temporary Alternate Governor) 

Temporary Alternate Governors Luc Remont 
Claire Waysand 

Advisers Iean-Paul Trucy 
Michel Planque 
Patrick Pillon 
Iean-Yves Marquet 
Robert Collin 
Jean-Baptiste Veron 
Patrick Gay 

----- 
GERMANY 

--- 

Governor Uschi Eid 

Temporary Alternate Governors Bernd Blank 
Wolfgang Gottelmann 

Advisers Dietrich Andreas 
Uwe Henrich 
Stefan Schonberg 
Ingrid Hoven 
Uwe Stamm 
Achim lohannsen 
Karla Wille 
Christian Germann 



HONG KONG. CHINA 

Alternate Governor Joseph Yam 

Temporary Alternate Governors James H. Lau, It. 
Eddie Yue 
Arthur Yuen Kwok Hang 

Alternate Governor Vijay Kelkar 

Temporary Alternate Governors V Govindarajan 
C. Ramachandran 
C. I! Ravindranathan 
R. S. Sharma 

Advisers Nirrnal Ganguly 
Avinash Gupta 

INDONESIA 

Alternate Governor Syahril Sabirin 

dvisers 

Temporary Alternate Governors Abu Hartono 
Agus Haryanto 
Miranda S. Goeltom 
Soegito Sastromidjojo 

Mocharnmad Rosul 
Bachri Ansjori 
Veronica W. Sulistyo 
lgnatius Hardijanto 
Siamsul Arifin 
Dame Pangapuli Siregar 
Tirta Segara 
Zilan Zelila Nafis 
A. Fuad Rahmany 

' Head of Delegation I Augusto Zodda 
(Temporary Alternate Governor) 

Temporary Alternate Governor Francesco Pittore 

Advisers Alessandro Gallotti 
Cristina Mastropasqua 

JAPAN 

Governor Kiichi Miyazawa 

Temporary Alternate Governors Eisuke Sakakibara 
Ken Yagi 
Kiyoto Ido 
Sakuya Fujiwara 
Takashi Murakami 
Naoyuki Shinohara 

Advisers Katsuki Yamasaki 
Kazuyuki Furuya 
Nobim Adachi 
Kentaro Ogata 
Kosuke Yokoo 
Shigeki Habuka 
Makoto Hosomi 
Rintaro Tamaki 
Takuji Kinkyo 
Yasuhiko Wake 
Hidehiro Osuga 
Naohiko Matsuo 
Kenya Suzuki 
Arata Fujii 
Yujiro Fujisaki 
Akiko Oda 
Kosuke Kuroe 
Takashi Yoshimura 



JAPAN fconfinurd) 

Advisers IcontinuedJ Junichiro Takeuchi 
Tetsuji Nagatomo 
Koichi lsobe 
Hitoshi Kuwabara 
M u j i  Hanatani 

Governor Oraz A. Jandosov 

Alternate Governor Roman V Solodchenko 

KIRIBATI 

Governor Beniamina Tinga 

Temporar). Alternate Governor Reina Timau 

Adviser Kokeaki Koae 

KOREA, REPUBLIC OF 

Governor Kyu-Sung Lee 

Alternate Governor Chol-Hwan Chon 

Temporary Alterna~e Governors Yong-Duk Kim 
Jin-Gyu Park 

Advisers Young-Min Baang 
Jun-Il Kim 
Sung-Bae Kim 
Yong-Ro Yun 
Cheol-Kyu Park 
Sang-Kyu Lee 
Hyung-Gun Park 
Yong-Hyun Kim 

KOREA, REPUBLIC OF f m d n w d j  

\ Advisers fconnnuadj Hak-Ryul Kim 
Sung-Chol An 
Min-Ho Son 

Alternate Governor Urkaly Isaev 

LAO PEOPLE'S DEMOCRATIC REPUBLIC 

Governor Khamphoui Keoboualapha 

Alternate Governor Phiane Philakone 

Temporary Alternate Governors Khempheng Pholsena 
Sengchanh Soukhaseum 

Adviser Sila Viengkeo 

MAWSIA 

Governor Mustapa Mohamed 

Temporary Alternate Governors Othman Bin Jusoh 
Abdul Aziz Mohamed 

Advisers Vasudiwan Narayanan 
Ahmad Badri Mohd Zahir 
Mohd. Tarid Sufian 

MALDIVES 

Governor Ismael Shafeeu 

Alternate Governor Ibrahim Mohamed 



Alternate Governor Amon Tibon 

-- 

- MICRONESIA, FEDERATED STATES OF 

Governor John Ehsa 

Temporary Alternate Governor Reed Gifford Nena 

Adviser Senny Phillip 

MONGOLIA 

Governor J. Unenbat 

Alternate Governor D. Makhval 

Advisers 0. Tuya 
B. Saran 
P. Munkhsaikban 
D. Buyantogtokb 

MYANMAR 

Governor Khin Maung Thein 

Alternate Governor Soe Lin 

Temporary Alternate Governors Kyaw Kyaw Maung 
Nyo Myint 
San Thein 
Thant Sin 

Adviser Aung Kyi 

? NAURU. REPUBLIC OF 

Head of Delegation Kenneth Edward Walker 
(Temporary Alternate Governor) 

Adviser Frederick Pitcher 

NEPAL 

Alternate Governor Ram Binod Bhattarai 

Temporary Alternate Governor Madhav Prasad Ghimire 

NETHERLANDS 

Head of Delegation Rob Vornis 
(Temporary Alternate Governor) 

Temporary Alternate Governor Jan Vilem van der Kaaij 

Adviser Barbara van Hellemond 

- - 

NEW Z W D  

Governor ad interim Simon William English 

Temporary Alternate Governor John Whitehead 

Advisers Graerne Charles Waters 
Timothy John Mclvor 
Kathy Spencer 

NORWAY 

Head of Delegation Tanja Storm 
(Temporary Alternate Governor) 

Temporary Alternate Givernor Ingrid Glad 



NORWAY fconrrnlud) 

Advisers Pad I. Aavatsmark 
Inga Magistad 
Joar Strand 

-- 
PAKISTAN 

Governor M. lshaq Dar 

Alternate Governor Zahcer Sajjad 

Temporary Alternate Governor Tariq Soomro 

PAPUA NEW GUINEA 

Governor lairo Lasaro 

Alternate Governor Brown Bai 

Advisers Ben Pokanau 
Joe Demas 
Jack Dakuna 
Clement Kote 
Loi Martin Bakani 
Rosamund Wesley 
Jeremiah Andrew 
Teio lla 
Kilton Mara 
Graham Ainui 

PHILIPPINES 

Governor 

Alternate Governor 

Edgardo B. Espiritu 

Gabriel C. Singson 

PHILIPPINES fmruhusd) 

Temporary Alternate Governors Joel A. Banares 
Felipe M. Medalla 
Patricia 2. Riingen 
Ramon B. Cardenas 

Advisers Ruperto I! Alonzo 
Florid0 B. Casuela 
Ma. Lourdes S. Coronado 
Solomon S. Cua 
Felicitas del Rosario 
Benjamin E. Diokno 
Lily K. Gmba 
Milwida M. Guevara 
Ernest Leung 
Remedios L. Macalincag 
Rafael Buenaventura 
Jeremias N. Paul, Ir. 
Ricardo Tan 
Roberto B. Tan 
Amado M. Terangco, 11. 
Ramoncito Z. Abad 

SAMOA 

Governor Tuilaepa Sailele Mdielegaoi 

Temporary Alternate Governors Papaliitele Tommy Scanlan 
Hinauri Petana 
Matataualiitia Ma Lesa 

Advisers Gaina Tino 
Iulai Lavea 
Feo Nemaia 
Ray Ah Liki 



SINGAPORE 

Governor ad interim Lim Hng Kiang 

Temporary Alternate Governors Simon Tensing de Cruz 
Karen Koh Cheng Kim 

Advisers Teo Swee Lian 
Selena Eng Siew Sing 
Zubir Bin Abdullah 
Christina Chua Poh Lin 

SOLOMON ISLANDS 

Governor Alpha Kimata 

Alternate Governor George Kiriau 

Adviser Rick Nelson Houenipwela 

SPAIN 

Head of Delegation Alvaro Rengifo 
(Temporary Alternate Governor1 

Tempordry Alternate Governors Angel Martin-Acebes 
Jose Antonio Garcia Lopez 

Advisers Antonio Fernandez de 
Mazarambroz 

Oscar Via 
Arantxa Bafion 

SRI LANKA 

Temporary Alternate Governors Faiz Mohideen 
2! G. Karunasiri 

Advisers Aruni Wijewardane 
Uditha Niroshana Gunawardena 
Asoka Palitha Naugalage 

SWEDEN 

Alternate Governor Lennart BAge 

Temporary Alternate Governor Marina Berg 

Advisers Bo Eriksson 
Kjell Franzson 
Per Hallstrom 

SWITZERLAND 

Governor ad interim1 Rolf Jeker 
Temporary Alternate Governor 

Temporary Alternate Governor Gerolf Weigel 

Advisers Thomas Eggenberger 
Jacques Ducrest 

Governor Fai-nan Perng 

Alternate Governor Sean C. Chen 

Governor ad interim 

Alternate Governor 

G. L. Peiris 

D i o n  Nilaweera 

Temporary Alternate Governors Hsien-ching Chan 
Ruey-song Huang 



Advisers ]e&y Len-song KO0 
lames C. T. Lo 
Gordon Shuh Chen 
Yao-Shing Wang 
Ping-Cheung Loh 
Kelly W. Hsieh 
Se-mei Lee 
Sun-yuan Lin 
Chi-fu Lin 

TAJIKISTAN 

Alternate Governor Sharif Rahimov 

THAILAND 

Guvernor ad interim Pisit Leeahtam 

Temporary Alternate Governor Suparut Kawatkul 

Sansern Wongcha-um 
Pannee Sathavarodom 
Kiettisak Meecharoen 
Somchai Sujjapongse 
Anchana Wongsawang 
Chatmanee Kattiyaman 
Aran Thammano 
Anothai Techamontrikul 
Chularat suteethorn 
Chartsiri Sophonpanich 

- 

TONGA 

Governor K. lhtoatasi Fakafanua 

Alternate Governor 'Aisake Valu Eke 

TURKEY 

Head of Delegation M. Aydin Karaoz 
(Temporary Alternate Governor) 

Temporary Alternate Governors Omer Altay 
Cahit Akinci 

Advisers Ahmet Kiicoglu 
Refii ozgen 

TUVALU 

Alternate Governor Afelee Falema Pita 

Adviser John Howe 

UNITED KINGDOM 

Alternate Governor George Foulkes 

Temporary Alternate Governors Margaret Cund 
John MiUett 

Adviser Philippa Hoffman 

UNITED STATES 

Governor ad interim Edwin M. Truman 

Temporary Alternate Governors William E. Schuerch 
Linda Tsao Yang 

Advisers N. Cinnamon Dornsife 
Nancy Katz 
Sara Paulson 
Chris McCoy 
Alexander Severens 
Valerie Herold 
Sandra A. Dembslti 



I 
m STATES fmwtl"uadJ 

Advisers Iconrinurd) Jamie McCormick 
Robert O'Quinn 
Lawrence Sweet 
Terry A. Breese 
Denny Barnes 

UZBEKISTAN, REPUBLIC OF 

Governor Bakhtier S. Khamidov 

Temporary Alternate Governor Nariman Mannapbekov 

Adviser . Shavkat E. Inamov 

VANUATU 

Governor Sela Molisa 

Temporary Alternate Governor Nakat Willie lmpson 

VIET NAM, SOCIALIST REPUBLlC OF 

Alternate Governor Le Duc Thuy 

Temporary Alternate Governors Tran Van Ta 
Kieu Huu Dung 

Advisers Do Tuan Anh 
Trinh Ba n u  
Do Van Nhien 
Trinh Cong Thang 
Nguyen Manh Toan 
Le Van So 
Do Tat Ngoc 
Trinh Ngoc Ho 
Nguyen Ngoc Anh 

Azerbaijan 

OBSERVERS 

Vadim A. Khubanov 
Samir R. Sharifov 

Iran, Islamic Republic of Hossein Alvandi Behineh 

Niue 

Russian Federation 

Sani E. L. Lakatani 
Terry Chapman 
Sisilia Talagi 

Anatoli 1. Khmelnitski 
Nikolai T. Sychev 

Asia-Pacific Economic Cooperation Tom Engle 

Asian and Pacific Development Benjamin Quiiiones, Jr. 
Centre 

Asian Productivity Organization Danilo S. Tolentino 

Bank for International Masanori Ishizuka 
Settlements Yik KO Mo 

CAB International Loke Wai Hong 

European Bank for Reconstruction Kazuya Murakami 
and Development Mahir Babayev 

European Investment Bank Rudolf Willem De Korte 
Patrick Thomas 
Siward W. De Vries 

European Union Yves Cazzo 

lnternational Bank for Motoo Kusakabe 
Reconstruction and Development Manuel Penalver-Quesada 

Julian E Schweirzer 
Engilbert Gudmundsson 
R. Michael Barth 



OBSERVERS 1- 

International Federation of Red Johan Schear 
Cross and Red Crescent Societies Jelma dela Pens 

International Finance Corporation Jemal-ud-din Kassum 
Javed Hamid 
Ravi Bugga 
Kumiko Yoshinari 
Rebecca Cortese 
Rashad Kaldany 
Hany Assaad 
Eric Cruikshank 
Atnitam Bane jee 
Morinobu lritani 
Suellen Lazarus 
Francois I. Crossas 
Nila Davda 
Khalid A. Mirza 
Davin Mackenzie 
Vipul C. hakash 
Wolfgang Bertelsmeier 
Deepak C. Khanna 
Thomas Davenport 
Mario Fischel 
Denise Aldous 
Andrew Proctor 
David Goefkey Clark 

International Labour Organisation Rueben Dudley 

International Monetary Fund Hubert Neiss 
Kunio Saito 

Islamic Development Bank Hassan M. Jeng 

Nordic Development Fund Jens Lund Sorensen 
Jesper Andersen 
Leena Saavalainen 

Nordic Investment Bank Eivind Dingstad 
lorgen D. Ilsoe 

OPEC Fund for International M. N. Refaat 
Development T. A l - M u d  

South Pacific-Forum Secretariat Filimone Waqabaca 

United Nations Children's Fund Terrel Hill 

United Nations Development Kevin McCrath 
Programme 

United Nations Economic and Janet Farooq 
Social Commission for Asia 
and the Pacific 

United Nations Environment Surendra Shrestha 
Programme 

World Health Organization Richard Nesbit 

Mekong River Commission Nguyen Nhan Quang 



BOARD OF DIRECTORS 

Directors 

Rafiq A. Akhund (Pakisrnnl 

lin-Gyu Park (Republic of Xoreal 

lulian H. Payne (Canadul 

Francesco Pittore (Iralyl 

C. Ramachandran (Indial 

Soegito Sastromidjojo flndonesia) 

Naoyuki Shinohara (Japan) 

Hans-liirgen Stryk (Cermanyl 

Eric Thorn (Aurralinl 

Prasit Ujjin IThilnnd] 

Linda Tsao Yang (United Sratesl 

Zhao Xiaoyu IPeople's Rep. of C h i ~ l  

Alternate Directors 

Patricia Z. Riingen (Philippines) 
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