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EXECUTIVE SUMMARY 
 
 Reducing poverty remains the central development challenge in Bangladesh, one of the 
poorest countries in the world with a per capita income of $369 in 2001. Despite very high 
population density, poor resource management, numerous natural disasters, and a plethora of 
endemic governance problems and policy weaknesses coupled with frequent political turmoil, 
the country has made significant economic and social progress over the past 2 decades. Its 
performance compares favorably with that of many other countries in the region over the period. 
Nevertheless, there are some factors that may make recent trends unsustainable, namely 
potentially greater constraints on agricultural growth to the extent that the scope for import 
substitution may be more limited (following the attainment of foodgrain self-sufficiency); and 
negative medium-term impact on both employment levels and the balance of payments position, 
and thus potentially on currency and price stability, arising from the probable decline of ready-
made garment exports and reduced levels of remittances from abroad. It thus remains as urgent 
as ever to pursue strategies, both at macro and sectoral levels, that will help expand and 
diversify investment, output, and, above all, employment so as to enhance the opportunities and 
living standards of as large a proportion of the still rapidly growing population as possible. 
Equally, measures such as a more progressive tax regime are needed to accelerate the rate of 
poverty reduction and improve income distribution. 
 
 The country assistance program evaluation for Bangladesh covers the period from 1986 
to the present. It attempts to assess the impact and development effectiveness of assistance 
provided by the Asian Development Bank (ADB) in the form of public and private sector lending, 
and advisory and nonlending services, using five evaluation criteria: relevance, efficacy, 
efficiency, sustainability, and institutional and other development impacts. 
 
 The period covered by the evaluation spans a time when ADB’s role and strategic 
objectives were undergoing quite dramatic shifts in particular dominant development themes 
and objectives. Between 1986 and 1988, ADB was primarily a lender for projects, selected on a 
more or less ad hoc basis in line with government priorities, in sectors identified as growth 
promoting (i.e., mainly agriculture, transport, and energy). At the same time, concern about the 
need for institutional and policy reform to enhance the effectiveness of project loans was 
manifested in the first program loans in support of specific reform measures in agriculture and 
industry. This reflected the growing concerns about the poor financial performance of the 
beneficiary sectors or agencies, notably those involved in power, railways, farm input supply, 
food procurement, industry, and finance, and the related distortions stemming from underpricing 
of outputs or general lack of commercial orientation. In the period 1989–1998, ADB’s project 
lending in the growth-promoting sectors was increasingly linked to institutional and policy reform 
through program loans in agriculture, industry, railways, finance; and energy project loans 
subject to suspension and intensive policy dialogue to promote covenant compliance. The first 
substantial interventions in social infrastructure (health, education, and urban and rural 
infrastructure) reflected a switch to emphasis on human development and poverty reduction. 
The 1993 country operational strategy (COS) was the first to identify poverty reduction as the 
single overriding objective. In order to attain this objective, it saw ADB's priorities in the 
promotion of (i) efficient economic growth, with particular emphasis on promoting the role of the 
private sector; (ii) enhanced access for the poor to the benefits of growth through improved 
social services and credit; and (iii) environmental protection and improvement. In line with the 
shift indicated in the 1999 COS and the Medium-Term Strategic Framework (1999–2002) 
toward making ADB a broad-based development institution, the pattern of interventions in the 
current period 1999–2003 has reinforced the emphasis on human development and poverty 
reduction, and expanded the scope of new interventions in urban and rural infrastructure, and 
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education to encompass decentralization and good governance. These themes have also been 
linked to that of participatory development—applied in the agriculture sector—and have been 
closely in line with the thrust of ADB’s Poverty Reduction Strategy (1999). The new stress on 
governance reinforces institutional reform efforts in the traditional areas of transport and energy, 
and goes beyond that. 
 
 The basic thrust of ADB's assistance strategy over the review period was relevant and 
contributed to development progress in a number of areas. The focus on food-grain production 
was justified, and, while it took almost a decade to fully liberalize agricultural input trade, the 
priority given to this challenge was appropriate. Equally, the early strong support given by ADB 
to the energy and transport sectors proved beneficial. If there was a weakness in ADB's 
assistance strategy, it was the assumption that the Government was committed to institutional 
reform, to real reform of the inefficient public enterprises, and creating a more conducive 
environment for the private sector. Only gradually did ADB realize that a major constraint in the 
development process was the lack of political will to implement the needed public sector 
reforms.  
 
 A strengthening of ADB's strategy and a sharper focus on implementation and 
government commitment characterized the 1990s. Overall program lending was reduced and 
project lending was undertaken in a somewhat more selective manner in line with an 
assessment of the Government's willingness to proceed with a broad reform agenda in a timely 
manner. However, it was recognized that a fundamental reform of the civil service was unlikely 
in the near term. As a result, ADB sought to promote greater private sector participation in 
activities that had been the preserve of the public sector. The 1993 and 1999 COSs also 
emphasized new approaches and working more closely with nongovernment organizations 
(NGOs) in the design and implementation of projects. ADB became less tolerant of delays in 
policy reform and project execution, more realistic in its expectations, and more conservative in 
its risk assessments. It displayed a much greater appreciation of governance issues.  
 
 ADB’s involvement in Bangladesh’s economic development has encompassed lending, 
policy advice, and development partner coordination. Between the beginning of assistance in 
June 1973 and the end of 2001, ADB provided 141 public sector loans totaling $6.37 billion, 
8 private sector loans totaling $117 million, equity investments totaling $14 million, and a 
complementary loan of $20 million, and 272 technical assistance (TA) grants totaling 
$146 million. Of the 52 postevaluated projects, 38% were classified as generally successful, 
52% partly successful, and 10% unsuccessful. Bangladesh thus had the lowest percentage of 
unsuccessful projects among the major countries in the subregion (the others being India, 
Pakistan, and Sri Lanka). Energy projects showed the best performance, while industry projects 
had unacceptably high levels of failure. A relatively high percentage of projects in agriculture 
and the social sectors was clustered in the partly successful category. Although based on a 
relatively small sample, project performance has slightly improved since 1986. 
 
 ADB’s COSs and assistance programs have exhibited both strengths and weaknesses. 
The former included mainstreaming of governance issues, the recognition that structural reform 
is a long-term process, significant positive impact of infrastructure projects on economic growth 
and poverty reduction, and the pioneering role played by ADB in forestry and urban 
infrastructure. The weaknesses included the failure to achieve sufficient structural reform in 
some sectors, inability to bring about governance reforms affecting local communities, 
continuing distortion of program priorities by ADB institutional pressures, inadequate level of 
support for health and education, and failure to mainstream the environment in the country 
program.  



 

 

iv 

 The thrust and content of ADB’s assistance program have been substantially 
transformed since 1986 in response both to ADB‘s own evolving strategic priorities and those of 
successive governments. Yet, although economic growth has ceased to be the overarching 
objective, the program has remained consistent with growth promotion, and, in traditional 
sectors such as agriculture, energy, and transport, has made an important contribution to 
facilitating the acceleration of gross domestic product growth in the late 1990s. On the other 
hand, while important pro-poor initiatives have been undertaken in line with the post-1993 
priority of poverty reduction, notably in agriculture and forestry and the social sectors, these 
have not been on a scale commensurate with the need, particularly in health and education, but 
also in areas of employment creation. Even if this insufficient poverty focus cannot be directly 
linked to the slowdown in the rate of poverty reduction recorded in the 1990s, there is a clear 
need for intensifying efforts in this direction if the Partnership Agreement on Poverty Reduction 
(PAPR) goals are to be met by 2005. 
 
 In reorienting its program from the traditional pattern of investment for growth towards 
one geared also to social and institutional reform, ADB has demonstrated appropriate capacity 
to adopt a more flexible, long-term view of sector development, notably in respect of the power 
and forestry subsectors. However, while ADB has grasped the significance of governance 
issues for efficient sectoral development and poverty reduction (through social empowerment), it 
has yet to translate this understanding into effective pressure for change in the structures and 
management of most sectors and subsectors, and the redistribution of political power necessary 
to advance the interests of the poor in a more substantive fashion. 
 
 The evaluation has brought a number of general and sector-specific lessons. The former 
shows how the relevance of COSs can be improved by incorporating specific monitorable 
performance benchmarks, allowing flexibility to adjust the lending program in response to 
progress in key reform areas, undertaking realistic assessments of risks to such progress and of 
the institutional capacity required to achieve it, and following an integrated approach to project 
formulation with complementary measures included as necessary to achieve the full potential 
impact. The sector-specific lessons highlight the importance of identifying vested interests 
opposed to policy reforms; promoting micro, small, and medium enterprise development to 
generate employment; setting more specific indicators in the PAPR; reducing the Government’s 
role in the provision of health, education, and family planning services; improving accountability 
of managers and service provides in the social sectors; enhancing ownership, and increasing 
and optimizing the role of NGOs in these sectors; and further expanding infrastructure and 
ensuring its adequate maintenance. 
  

The implications for ADB’s future strategy and assistance program are manifold. First, 
there is need for a more proactive approach to governance issues. This will require stronger 
collaboration with/support for NGOs in promoting the effective empowerment of local 
communities (especially vulnerable and excluded groups) and the development of accountable 
and transparent local government bodies; and stronger pressure at the top mainly through 
policy dialogue but also, where appropriate, involving selective loan suspension in support of 
sector reform (railway, forestry), and enhanced government commitment to improved public 
accountability (effective local government). Second, the support for small and medium 
enterprise development needs to be intensified. This should involve intermediate-size loan 
programs, in collaboration with NGOs and selected commercial banks. TA support for target 
groups and participating financial institutions should also be considered. Third, ADB should 
identify ways of channeling more support for the recurrent budget in health and education. Such 
support, which is already occurring, via NGOs, under an ongoing health care project, needs to 
be increased if the targeted improvements in human poverty indicators under the PAPR are to 
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be attained. By raising its overall share of contribution to social sector spending (preferably in 
conjunction with other development partners), ADB should also increase its leverage over 
government policy in these areas. Fourth, the PAPR existing targets expressed in terms of 
improved social indicators should be linked to ones for increased levels of access to specific 
facilities/treatments, such as immunization against measles, and cost-effective treatments for 
tuberculosis. These should be explicitly linked to, or at least made consistent with, outputs 
specified under the sector roadmap to be formulated in accordance with ADB’s revised 
programming procedures. Fifth, ADB should seek out, listen to, and support local “champions.” 
Bangladesh is fortunate to have a number of “champions” in primarily private organizations, 
which use innovative and effective development approaches in health, education, and financial 
services that have empowered millions of poor rural women and their families. There is 
evidence that assistance in these sectors, along with rural infrastructure, has the greatest 
poverty impact. Although these organizations are not without their own governance problems, 
they are more open to change and ADB can more easily increase or withdraw its support based 
on monitorable performance. ADB should rigorously pursue ways to increase TA and financial 
support to accountable and transparent “champion” organizations.  

 
Given the current broad sector coverage, there is a need to focus interventions on fewer 

sectors in order to have greater impact on poverty reduction and development effectiveness. 
This could be achieved by focusing more attention on “champions,” reducing support in those 
sectors where sector performance has been poor, the potential for catalyzing development 
impact is limited, and ADB has no comparative advantage. Commitment of the Government to 
reforms to improve sector efficiency should be a key criterion.  The capital market and railway 
subsectors currently play a relatively limited role in the economy, governance issues are 
entrenched, and commitment to reforms has been lacking. In the case of railways, financial 
performance has been poor and deteriorating. Further lending in these sectors should be 
considered only after strong government commitment to meaningful reform has been 
demonstrated by upfront action and, given ADB's limited resources, if such lending contributes 
significantly to pro-poor growth and poverty reduction. 

 
Finally, there is a pressing need to mitigate the spread of arsenic contamination in 

groundwater. At present, approximately 97% of the rural population relies on shallow tubewells 
for drinking water, and an estimated 25% of such well water is contaminated with hazardous 
levels of arsenic from geological sources. Wells with excessive levels of arsenic have been 
identified in at least 59 of Bangladesh's 64 districts, and 249 of the nation’s 463 subdistricts. It is 
anticipated that these numbers will rise as more testing is done. Immediate and concerted 
action backed by adequate resources is of paramount importance. 
 
 
 
 



 

I. INTRODUCTION 

“Poverty eradication is a simple task: In its basic form poverty eradication 
is a very simple task. We should never allow ourselves to be duped by the smart 
people to think that it is a complicated thing. It is not. First thing to remember is 
that poverty is not created by the poor people. It is created by the institutions and 
the policy environment created by the designers and managers of those 
institutions. There is nothing wrong with poor people. They can get out of poverty 
by themselves. All they need are opportunities. That's what State must provide. 
They need opportunities for earning income. That's all.” 

 
Muhammad Yunus (Founder of Grameen Bank) 

 
1. Reducing poverty remains the central development challenge in Bangladesh, one of the 
poorest countries in the world with a per capita income of approximately $369 in 2001. Despite 
very high population density, poor resource management, numerous natural disasters, and a 
plethora of endemic governance problems coupled with frequent political turmoil, the country 
has made significant economic and social progress over the past 2 decades.  
 
2. The Asian Development Bank’s (ADB) involvement in Bangladesh’s economic 
development has encompassed lending, policy advice, and development partner (DP) 
coordination. From the beginning of assistance to Bangladesh in June 1973 to the end of 2001, 
ADB provided 141 public sector loans totaling $6.37 billion, 8 private sector loans totaling 
$117 million, equity investments totaling $14 million, and a complementary loan of $20 million, 
and 272 technical assistance (TA) grants totaling $146 million. Of the 52 postevaluated projects, 
38% were classified as generally successful, 52% partly successful, and 10% unsuccessful.  
 
3. This country assistance program evaluation (CAPE) covers the period from 1986 to 
2001—1986 representing the first year when ADB assistance was guided by a formally 
approved country operational strategy (COS). The CAPE aims to assess the impact and 
development effectiveness of ADB’s country-wide activities including public and private sector 
lending, and advisory and nonlending services such as economic and sector work, policy 
dialogue, and aid coordination. It builds on earlier evaluations of sector assistance programs, 
projects, and nonlending services in Bangladesh, and uses five standard evaluation criteria: 
relevance, efficacy, efficiency, sustainability, and institutional and other development impacts. 
 
4. In attempting to assess the development effectiveness of ADB assistance to 
Bangladesh, the CAPE seeks to 
 

(i) identify and gauge overall program and project strengths and weaknesses, 
institutional constraints, government commitment, compliance with 
conditionalities, and other implementation issues; 

(ii) provide information on the effectiveness of the country strategy process and help 
improve DP coordination; 

(iii) derive lessons learned and make recommendations to feed into the design of 
ADB’s 2003 country assistance strategy; and  

(iv) provide a framework for assessing the country’s overall performance in meeting 
development goals and objectives. 

 
5. The approach and methodology for country-level evaluations is still evolving among 
DPs. Evaluation approaches, instruments, criteria, and emerging practices of other DPs have 
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been used as appropriate in preparing the CAPE. A position paper prepared at the outset 
included a preliminary assessment of (i) the country’s political, economic, and social 
environment; (ii) major macroeconomic, cross-cutting, and sector issues; (iii) the extent of ADB 
total assistance; and (iv) the methodology on how to assess its relevance, efficacy, efficiency, 
sustainability, and institutional development and overall economic impacts. A comprehensive 
desk review was carried out of ADB documents including COSs, country assistance plans, 
project portfolio reviews, project appraisal reports/reports and recommendation of the President, 
project completion reports (PCRs), project performance audit reports (PPARs), TA completion 
reports, TA performance audit reports, project performance reports, impact evaluation studies, 
special evaluation studies, and economic and sector work. Other relevant documents from 
major DPs were also reviewed. Interviews were held with key resource persons representing 
the Government, private sector, and civil society, as well as ADB headquarters and resident 
mission staff to elicit a diversity of views and perceptions of the strengths and weaknesses of 
ADB’s overall program of development assistance. The CAPE commenced in November 2001 
and was undertaken by a team of international and domestic consultants and supervised by a 
staff from ADB’s Operations Evaluation Department.1 

 
II. BACKGROUND 

 
A. Economic and Social Indicators and Performance 
 
6. Bangladesh is one of the poorest countries in the world, ranked 167th along with Benin, 
Mauritania, and Yemen, out of 206 countries.2 High population density and numerous natural 
disasters, coupled with frequent political turmoil, have constrained economic and social 
development of the country since it gained independence from Pakistan in 1971. However, 
there has been a marked rise in the average growth rate of the economy since 1996, with gross 
domestic product (GDP) increasing by an average of 5% to 6% annually, as compared with 3% 
to 4% growth more typical of the 1980s and early 1990s. During this period, the country was 
also able to attain self-sufficiency in foodgrains and thus significantly reduce its previous 
dependency on food aid from abroad. At the same time, the population growth rate has 
declined, from an average of 2.1% a year in the 1980s to 1.9% in the 1990s. Likewise, there has 
been a continuing slow decline in the proportion of the population officially defined as poor (by 
around one percentage point a year), although the rate of decline has slowed in the 1990s and 
the poor still account for about 45% of the population.  
 
7. Reflecting these generally positive trends, the country has been able to significantly 
increase its capacity to finance development outlays from its own resources. While only 45% of 
outlays under the Third Five-Year Plan (1986–1990) were raised from domestic resources 
(public and private), this proportion had risen to 70% in the first 2 years of the Fifth Five-Year 
Plan (1997–1999). Nevertheless, Bangladesh remains heavily dependent on official aid flows 
from abroad, which still amount to some $1.5 billion a year,3 as well as steadily expanding 
remittances from its large expatriate population. Mainly for this reason, the quality of both 
physical and social infrastructure remains poor, so that extensive reliance has to be placed on 

                                                 
1 The study team comprised C. Amerling (Principal Evaluation Specialist/ADB Task Manager); G. Walter (Director, 

Operations Evaluation Department, Division 1); S. Curry (Lead Evaluation Specialist); A. Anabo (Senior Evaluation 
Analyst); I. De Guzman (Administrative Assistant); H. Shutt (Program Evaluation Specialist/Team Leader); Q. 
Shahabuddin (Program Evaluation Specialist 1/Assistant Team Leader); F. Siddique (Program Evaluation 
Specialist 2); and A.F.M. Mafizul Islam (Program Evaluation Specialist 3). 

2 World Bank. 2002. World Development Indicators. Washington, D.C. On a purchasing power parity basis, 
Bangladesh is ranked 165th. 

3 Including commodity aid. 
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the large number of nongovernment organizations (NGOs) to provide basic education, health, 
and other social services. Trends in selected indicators are shown in Table 1. 
 

Table 1: Macroeconomic and Social Indicators 
(years refer to fiscal year ending) 

 
Item  1985 1990 1995 2000
 
GDP Annual Growth (%)a 3.6 3.5 4.6 5.2
Population Annual Growth (%) 2.2 1.9 1.9 1.6
GDP per Capita in Current Prices ($) 222 280 316 363
Share of Domestic Sources in Total Plan Outlays (%) 42.6 45.5 48.4 77.6
Food Grain Production (million tons) 16.1 18.7 18.1 24.9
Annual Gross Foreign Aid Receipts ($ billion) 1.3 1.8 1.7 1.6

Merchandise Exports ($ billion) 1.0 1.5 3.5 5.8
Merchandise Imports ($ billion) 2.4 3.4 5.8 8.4
 
GDP = gross domestic product. 
a Compounded growth rate at constant prices. 
Sources: Bangladesh Bureau of Statistics (various issues); National Accounts Statistics, June 2001; ADB. 2001. 

Key Indicators. Manila. 
 

1. Trends in National Income 
 
8. An important factor behind the acceleration of GDP growth since the 1980s was the rise 
in the share of total expenditure accounted for by gross investment from around 13% in 
FY1984/85 to 24% by FY2000/014 (though still lower than in any other developing member 
country [DMC] in the South Asia region). This increase was accounted for almost entirely by 
private investment, whose share of GDP rose from about 7% in FY1984/85 to 16% in 
FY2000/01. This growth in investment reflected a corresponding rise in the gross national 
savings rate over the period, which in turn was largely attributable to the rise in remittances from 
the overseas Bangladeshi community, from less than $0.6 billion in 1986 to $2.0 billion (or 4.2% 
of GDP) in 2001. 
 
9. In terms of the sectoral distribution of growth, the most striking trend was the decline in 
the share of agriculture, fisheries, and forestry from almost 50% of total GDP in FY1979/80 to 
just over 30% in FY1999/00 (Table 2). This trend, which reflected the typical pattern of structural 
changes found among developing countries in transition from a predominantly rural economic 
base, was consistent with a continuing rise—albeit rather erratic—in agricultural value added. In 
fact, the surge in aggregate GDP growth in the late 1990s to around 6% was largely attributable 
to a sharp rebound in foodgrain production following the severe floods of 1998, which was also 
the point at which self-sufficiency in foodgrains was achieved for the first time. 
 

                                                 
4 Bangladesh Ministry of Planning. 1990. Fourth Five-Year Plan. Dhaka; ADB. 2001. Bangladesh Country Economic 

Review. Manila. 
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Table 2: Sectoral Distribution of GDP 
(constant FY1984/85 prices, %) 

 
Sector 1980 1985 1990 1995 2000 

      
Agriculture, Fisheries,  

and Forestry  
49.4 43.3 39.1 32.8 32.2 

Mining and 
Manufacturing 

10.8  9.1  9.2 11.3 11.1 

Construction  3.7  4.8  5.6  6.3  6.3 
Power and Utilities  0.3  0.6  1.2  1.9  1.8 
Transport, Storage, 

and Communications 
 7.0 10.4 11.5 12.2 12.3 

Public Administration  2.3  3.4  4.2  5.1  5.7 
Other Services 26.4 28.4 29.3 30.4 30.6 

Total 100.0 100.0 100.0 100.0 100.0 
      

GDP = gross domestic product. 
Sources: Bangladesh Ministry of Planning. 1990. Fourth Five-Year Plan. Dhaka; Bangladesh Bureau of Statistics. 

1985. Statistical Yearbook of Bangladesh, 1984–1985. Dhaka; Bangladesh Bureau of Statistics, 1999. 
Statistical Yearbook of Bangladesh, 1999. Dhaka. 

 
2. Income Distribution and Poverty 

 
10. The combination of accelerating GDP growth since the early 1990s and a slowing 
population growth rate has resulted in a significant boost to growth in average per capita income 
(to 3% to 4% a year) over the last decade. However, given the uneven distribution of the 
benefits of GDP growth, especially where only a relatively small proportion of the population has 
access to employment opportunities, the macroeconomic growth has been associated with a 
worsening of income distribution. The results of the 2000 Household Income and Expenditure 
Survey indicate an increase in the Gini coefficient of income distribution at the national level 
from 0.388 in FY1991/92 to 0.417 in FY1999/00, reflecting a rise in the share of income 
captured by the highest decile from 29% to 38% over the same period. Likewise, this period 
witnessed a doubling in the income ratio of the highest 20% to the lowest 20% (Appendix 1). 
The same survey shows a particularly marked sharpening of income inequalities in urban 
areas.5 
 
11. Although poverty incidence continued to decline, from 55% in 1985 to 48% in 1990 to 
45% in 1999, the absolute number of poor continued to increase. This record, which appears to 
be subject to a significant margin of error, is disappointing, especially if the sharp slowdown in 
the rate of reduction after 1990 is considered. It thus tends to confirm the indications of even 
more skewed income distribution and the failure to develop adequate mechanisms to spread the 
benefits of economic growth more widely—despite the extensive use of microfinance schemes 
to provide the poor and landless with livelihoods. This may be explained in part by the shift 
toward a more regressive tax structure since the early 1990s and the economy’s inability to 
absorb the rising number of people entering the labor market. 
 

                                                 
5 ADB. 2002. Quarterly Economic Update. Manila. 
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3. Public Revenues and Expenditure 
 
12. Since 1985, there has been no material change in the ratio of total tax revenue to GDP, 
which has generally fluctuated in the range of 7–8%. Likewise non-tax government revenues 
(comprising mainly income from state enterprises and property) have also on average just about 
kept pace with the growth of the economy, so that overall public revenues have generally 
remained within the range of 9–10% of GDP. The ratio remains one of the lowest in the world, 
even among countries at a comparable stage of development,6 and represents a continuing 
serious failure of governance. There has been a significant shift in the composition of tax 
revenues in the course of the 1990s following the introduction of the value-added tax in 1992 
and the subsequent virtual phasing out of excise duties. Presumably because of the relative 
ease of collection of the value-added tax, it had come to account for around 45% of total tax 
revenues by FY1999/00, compared with the less than 30% share of excise duties alone in 
FY1990/91. The other two main components of tax revenue—customs duties and direct taxes 
(on income and wealth)—have each declined as a proportion of the total since the early 1990s. 

 
13. While the relative decline in customs duties probably reflects the progressive reduction 
in rates of import duty over the period, the fall in the share of direct tax revenues may be seen 
as a tendency of the dominant elite to favor a lower direct tax burden. This decline represents 
the reversal of an upward trend in the share of direct taxes in GDP up to FY1992/93, when they 
actually reached a level equivalent to 2% of GDP. Since then, the share has fallen to an 
average of around 1.6%.7 Had the level of direct taxes been maintained at the same proportion 
of GDP as in the early 1990s, by the end of the decade total annual tax revenues would have 
been some $150 million higher (other things being equal). The net effect has been a shift to a 
more regressive tax structure (at variance with the advocacy of progressive taxes in ADB’s 
Poverty Reduction Strategy)8 and a reduction in the fiscal resources available to the 
Government at a time of still substantial deficit.9 The move towards a more regressive tax 
structure may have been a factor behind the even more skewed distribution of income and 
marked slowdown in the rate of poverty reduction in the 1990s in spite of the economy’s 
significantly increased rate of growth. 
 
14. As a result of containing public expenditure at a fairly constant—or even slightly 
declining—proportion of GDP (in the range of 13–14.5%) for most of the 1990s, the budget 
deficit was held at or below 5% throughout the decade. Since 2000, however, the deficit has 
been rising, mainly in response to pressures to boost current expenditure. As DP funding has 
been quite sharply reduced (both in absolute constant price terms and as a proportion of 
GDP)—in part, it would appear, because the annual development program was reduced10—the 
Government has resorted to domestic borrowing to meet the increased shortfall. However, the 
continuation of such a strategy would not be compatible with maintaining macroeconomic 
stability,11 nor is it justified in view of the evident scope for increasing direct tax revenues. 
                                                 
6 Comparable ratios for South Asia in 2000 were India (15.5%), Pakistan (17.2%), and Sri Lanka (16.7%). ADB. 

2001. Asian Development Outlook. Hong Kong.  
7 Bangladesh Bureau of Statistics. 1989, 1994, and 1999. Statistical Yearbooks of Bangladesh. Dhaka. 
8 ADB. 1999. Fighting Poverty in Asia and the Pacific: The Poverty Reduction Strategy of the Asian Development 

Bank. Manila. 
9 Contrary to the Government’s commitment to “increase the mobilization of domestic revenues” in the Partnership 

Agreement on Poverty Reduction (PAPR) signed with ADB in 2000. 
10 It is not clear to what extent this reduction was the result of declining availability of DP funds or of Bangladesh’s 

reduced demand for funding of investment (capital projects) as opposed to current spending. During the review 
period, foreign aid decreased by an average of 0.4% a year in real terms. A higher rate of decline was recorded 
during the 1990s, with gross foreign aid falling by slightly more than 1% per annum on the average. Likewise, the 
share of foreign aid to GDP was shrinking, from 6.7% in 1986 to 3.7% in 2000. 

11 ADB. 2001. Country Economic Review: Bangladesh. Manila. 
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4. Money and Banking 

 
15. A general improvement in price stability as measured by changes in consumer price 
indexes was noted during the review period. From a double-digit figure in FY1986/87, inflation 
rate dropped to 3.4% in FY1999/00 and is expected to further fall between 1.5% and 2% in 
FY2000/01. During the 1990s, relatively high inflation rates were posted in 1991, 1995, and, in 
particular, 1998 and 1999. The latter were a result of higher food prices triggered by the 
shortage in food supply (which in turn was an offshoot of the extensive floods during the third 
quarter of 1998), and the Government’s expansionary monetary and fiscal policies. Meanwhile, 
the taka continued to depreciate against the US dollar, from an average of Tk30 to $1 in 1986 to 
Tk54 in 2001. The exchange rate has been subject to a form of a “crawling peg” adjustment to a 
basket of currencies since 1995. This has resulted in a progressive decline of the taka against 
the US dollar of 16.4% from late 1996 to October 200112a much slower rate of depreciation 
than in most other DMCs during the same period.  
 
16. In contrast to the country’s relatively positive monetary performance, that of the banking 
sector has been seriously deficient. This may be traced to a pervasive tendency in the past to 
use the banks, which were for long almost exclusively state-owned, as a mechanism for 
providing de facto subsidies to state-owned enterprises (SOEs), as typically in a centrally 
planned economy. Notwithstanding the adoption of a World Bank/International Monetary Fund 
Financial Sector Reform Program in 1989, there remains a powerful “default culture” affecting 
the private and public sector banks alike, so that most banks have a very high proportion of 
nonperforming loans. At the same time, however, the banks’ position has been sustained by a 
relatively high level of deposits—much of which stems from overseas remittances and is also 
attracted by relatively generous rates. In contrast, the strongly positive lending rates, relative to 
inflation, combined with opaque and cumbersome procedures, represent a significant obstacle 
to potential borrowers.  
 
17. Microfinance institutions, run mainly by NGOs and other nonprofit organizations, have 
developed on a vast scale in Bangladesh, which is recognized as a world pioneer in this field. 
From their origins in the 1970s, when they emerged in response to growing landlessness, 
unemployment, and impoverishment in rural areas, they have grown to the point where they are 
now providing microfinance services to around 10 million active borrowers (mainly poor women) 
across the country. The microfinance institutions have received extensive DP funding in the 
form of grants and soft loans. However, there remains a substantial gap in the market for 
intermediate size credits in urban and rural areas that the commercial banks are unable or 
unwilling to fill. There are also major issues regarding the financial viability of microfinance 
schemes. 
 

5. Foreign Trade and Payments 
 
18. As indicated in Table 1, the value of merchandise exports over the period since 1985 
has grown at an average rate of about 12% a year, significantly exceeding that of imports (less 
than 9%). The main component of export growth has been ready-made garments (RMG), 
shipments of which have risen by 20% a year over much of the period, so that by 1999 they 
accounted for 75% of total export value. On the imports side, growth has been restrained by the 
declining need for foodgrain imports. Nevertheless, imports continue to exceed exports by over 
$2 billion a year, partly reflecting the high import-intensity of the RMG subsector, which is based 

                                                 
12 ADB. 2002. Quarterly Economic Update. Manila. 
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largely on imported cloth and yarn, as well as the country’s continuing heavy dependence on 
imports of machinery. Moreover, the vulnerability of RMG exports to fluctuations in highly 
competitive export markets has been increasingly exposed since 1998, with a sharp decline in 
the growth of shipments culminating in an absolute fall in their value in 2001–2002. This position 
is certain to be further exacerbated over the coming decade as the multi-fiber agreement is 
dismantled in 2005 and the country is subject to open competition and loses access preference 
in its main markets in the United States and European Union. 
 
19. With the likelihood that overseas remittances will also grow less strongly in future,13 it will 
be necessary to consider how such negative impacts on the current account balance might be 
offset. Given that labor costs in the RMG subsector are already extremely low, with conditions 
such as use of child labor subject to considerable international criticism, attempts to restore the 
industry’s competitiveness beyond a fairly limited number of trade dealers may not be a viable 
long-term option. It is equally hard to see how, consistently with the goals of poverty reduction, it 
can be feasible to promote the development of other highly labor-intensive export industries, 
especially given the distorted and unstable state of so many world markets affected by chronic 
excess capacity. The difficulties of attracting export-oriented investment have been 
demonstrated by the continued underutilization of the country’s two export processing zones 
and other industrial estates designed to support labor-intensive export production.  
 

6. Summary: Performance and Prospects 
 
20. The evidence presented above indicates that, despite continuing institutional and policy 
weaknesses, the overall performance of the Bangladesh economy since the early 1990s has 
been relatively robust and compared favorably with that of many other DMCs. Nevertheless, it is 
important to stress that there are a number of reasons why recent trends may prove 
unsustainable. These include potentially greater constraints on agricultural growth to the extent 
that the scope for import substitution may be more limited (following the attainment of foodgrain 
self-sufficiency), and the negative medium-term impact on both employment levels and the 
balance of payments position, and thus potentially on currency and price stability, arising from 
the probable decline of RMG exports, and reduced levels of remittances from abroad. 
 
21. It thus remains as urgent as ever to pursue strategies, both at macro and sectoral levels, 
which will help expand and diversify investment, output, and, above all, employment so as to 
enhance the opportunities and living standards of as large a proportion of the still rapidly 
growing population as possible. Equally, measures, including a more progressive tax regime, 
are needed to accelerate the rate of poverty reduction and improve income distribution. 
 
B. Key Institutional Factors 
 

1. Constitutional and Political Evolution 
 
22. Although Bangladesh has had a form of democratic constitution based on the 
Westminster parliamentary model since 1991, the system of government is still heavily 
influenced by authoritarian traditions with deep roots in the country’s past. These traditions are 
those of (i) a quasi-feudal social structure based on land ownership, kinship, and patronage that 
remains a key determinant of the de facto distribution of power and influence, especially in rural 
areas; (ii) a bureaucratic centralization of administrative authority that was largely the product of 
colonial rule, whose main priorities were “maintaining law and order and collecting revenues”;14 
                                                 
13 ADB. 2001. Quarterly Economic Update. Manila. 
14 ADB. 2001. Bangladesh: The State of Governance. Manila. 
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and (iii) military dictatorship, to which, until 1991, the country had been subject for most of the 
period—both before and after independence from Pakistan in 1971—since the end of British 
rule in 1947. These different influences can be identified in the various ways in which the formal 
representative institutions of government are routinely undermined by vested interests opposed 
to any meaningful empowerment of the mass of ordinary people. Some examples of this are 
described below. 
 
23. Political Parties. Political parties in Bangladesh have evolved largely as projections of 
the interests of individual political leaders or their families and the factions that surround them. 
Hence, while they may have extensive grass-roots organizations, these exist to promote the 
power and influence of the leadership rather than as a base of support for an identifiable 
political platform or ideology. This position is reflected in a very autocratic type of party 
organization in which the power to determine policy and strategy is concentrated in the hands of 
the leader. The absence of pluralism and an intolerance of opposition within parties can also be 
seen in the attitude of the major parties to each other, leading to the successive refusal of either 
the Awami League or the Bangladesh National Party (which assumed office in October 2001) to 
recognize the legitimacy of the other’s rule even when it has a clear electoral mandate.  
 
24. Parliament (Jatiya Sangshad). Given the nature of the political parties and their 
attitude to each other, the role of parliament has remained somewhat marginalized under the 
1991 constitution. In fact, the role of parliament is seen in enacting legislation, more or less 
without amendment, in a form determined by the ruling party—a position that would appear to 
be reinforced by the tendency of the main opposition party to boycott parliamentary proceedings 
altogether. At the same time, the job of Members of Parliament, who are selected through the 
patronage of the party leadership, is considered to be that of doing the latter’s bidding. Thus, 
since independence, Parliament has not acted as a meaningful check on the power of the 
executive branch or the civil service. 
 
25. Civil Service. Just as Parliament has so far developed mainly as a prop to the power of 
the elected executive, likewise the Bangladesh civil service has maintained an ethos based on 
the preservation of centralized authority and control. While this may have its origin in the 
traditions of the British colonial administration, it has obviously been reinforced by the 
authoritarian tendencies both of successive military regimes and the parties in power since 
1991. At the same time, and perhaps more importantly, many members of the civil service have 
come to see its retention of centralized control over public expenditure as a source of lucrative 
rent-seeking opportunities. This helps to explain the in-built reluctance of ministries to allow 
greater management autonomy to those government departments that would more 
appropriately be run as more or less commercial discrete entities (e.g., Bangladesh Railways 
[BR]). 
 
26. Local Government. Given the generally authoritarian and centralized forms of 
government historically practiced in the country up to 1991, the institutions of local government 
are still to a large extent rudimentary and lacking any significant degree of autonomy. This 
remains true notwithstanding the substantial commitment to local government reform on the part 
of the Awami League government in power from 1996 to 2001. This resulted in the enactment of 
laws setting up a four-tier system of local administration—at village, union, subdistrict, and 
district levels—and the holding of elections at the union level in 1997. However, the political will 
of the two main parties to enable this structure to develop into a representative form of local 
government, in which the aspirations and interests of ordinary people can find genuine 
expression, remains at best doubtful.  
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27. Other Institutional Sources of Power and Influence. In the continued absence of a 
genuinely representative government, a number of organizations or groupings, often having a 
rather ill-defined legal status, have developed as channels of influence over government on 
behalf of different interests. These include trade unions and student organizations, which tend to 
have close links with political parties, as well as NGOs, which are most likely to represent the 
interest of poor and excluded groups. The military maintains significant representation in the 
political parties and influence over government policy affecting its own interests. Finally, the 
business community is emerging as a potentially important influence and indeed could well 
prove to be the group with the strongest interest in transforming the present informal and 
distorted system of governance into one that is more transparent and predictable. 
 

2. Social Factors 
 
28. The power of traditional social ties (based on land ownership, kinship, etc.) is expressed 
through informal organizations that exist alongside, and often effectively override, the authority 
of the formal institutions of government, even including the police and the judiciary. This power, 
which may perhaps be regarded as both the cause and effect of the weakness of the institutions 
of central and local government, thus represents a crucial challenge for formal governance and 
the rule of law.  
 
29. This type of traditional social order, in which the weak and impoverished are obliged to 
seek the patronage and protection of the relatively wealthy and locally powerful, is typical of 
many DMCs. In Bangladesh, it means not only that the theoretical legal and political rights of the 
poor and socially disadvantaged are seriously compromised, but that they tend to be excluded 
from their fair share of benefits under official schemes of welfare, including health and 
education. Most excluded of all are women, who still suffer from systematic discrimination and 
abuse of their rights, particularly in relation to marriage (dowry and divorce), notwithstanding the 
outlawing of such practices and their supposed equal status under the constitution. It is for this 
reason that leading NGOs have concentrated their efforts on organizing and empowering poor 
women, not only economically through their microfinance programs but also politically by 
encouraging them to seek representation on union councils and elsewhere. 
 

III. DESCRIPTION OF THE COUNTRY ASSISTANCE PROGRAM 
 
A. Strategic Framework  
 

1. Historical Overview 
 
30. ADB assistance to Bangladesh began in June 1973, shortly after the country attained 
independence. However, until 1986, when an operational strategy paper (OSP) was prepared,15 
this support did not take place within any identifiable framework. Even this strategy document 
did not mark any departure from ADB’s established broad multisectoral operational strategy, 
based on a perception that its function was to “ensure that investments are balanced and that 
critical bottlenecks to growth do not arise.” Nevertheless, the OSP did identify four broad sectors 
to be targeted by the strategy, namely, in order of priority, foodgrain production; energy; 
infrastructure (physical and social); and industry (with particular emphasis on mobilization of 
finance). 
 

                                                 
15 ADB. 1986. Operational Strategy Paper for Bangladesh. Manila. The paper was not circulated to the ADB Board. 



 

 

10

31. Although the OSP emphasized ADB’s role as being primarily that of a project lender, it 
also indicated the importance of policy dialogue in helping to make its loans more effective in 
the sectors it was supporting. This reflected the growing concern at the poor financial 
performance of many of the beneficiary sectors or agencies, notably those covering power, 
railways, farm input supply, food procurement, industry, and finance, and the related distortions 
stemming from underpricing of outputs or general lack of commercial orientation. These 
concerns were given more concrete expression in ADB’s first ever program loans to Bangladesh 
that were linked to a policy reform agenda (although without any linkage of disbursement to 
specific reform actions) in agriculture16 and industry.17 
 
32. The 1989 COS,18 which was drawn up in conjunction with the Government’s Fourth Five-
Year Plan, was the first strategy document to specify broad development objectives to be 
pursued, namely acceleration of economic growth; policy and institutional reform, which was 
seen as closely linked to domestic resource mobilization; and poverty reduction. The sectoral 
orientation of the 1989 COS was much the same as that of the 1986 OSP, although spelled out 
in much more detail. However, apart from stressing the continued importance of attaining food 
self-sufficiency, the COS did not indicate any sectoral priorities. 
 
33. Subsequent COSs were prepared in the context of an emerging definition of ADB's 
strategic objectives in relation to all DMCs, starting with the External Panel Report of 1989, The 
Asian Development Bank in the 1990s. This document, which identified the importance of 
supporting the role of the public sector in DMCs in relation to enhancing social infrastructure 
(particularly health and education), raising the living standards of the poorest groups, and 
protection of the environment, was the precursor to ADB's Medium-Term Strategic Framework 
papers for 1992 and 1995–1998. The latter formally adopted the strategic development 
objectives of promoting economic growth, poverty reduction, improving the status of women, 
human development (including population planning), and protecting the environment. At the 
same time, the 1995–1998 document identified four operating objectives for ADB, namely, 
policy support; capacity building for development management; creating/strengthening 
productive capacity, infrastructure, and services; and regional cooperation. 
 
34. Against this background, the next COS19 was the first to identify poverty reduction as the 
single overriding objective. In order to attain this objective, it saw ADB's priorities in promoting 
efficient economic growth, with particular emphasis on promoting the role of the private sector; 
enhanced access for the poor to the benefits of growth through improved social services and 
credit; and environmental protection and improvement. The degree of emphasis to be given to 
each of these strategic priorities was reflected in the proposed allocation of 55% of ADB 
resources to economic growth where the main modality was expected to be policy-based 
program and sector loans, 30% to poverty reduction, and 15% to the environment.  
 
35. The shift in strategic emphasis away from prioritizing growth and toward poverty 
reduction signaled in the 1993 COS has to some extent been reflected in the sectoral pattern of 
interventions from that time onward. Thus, not only has the agriculture and natural resources 
sector, which had received as much as 33% of total ADB lending in the 5 years to 1991, 
received no more than 23% overall since then, but also within the lower share, a substantial 
proportion of loans has been devoted to rural infrastructure, designed to bring more of the 
benefits of growth to the rural poor, and to participatory projects in the forestry and livestock 

                                                 
16  Loan 830-BAN(SF): Agricultural Inputs Program, for $51.7 million, approved on 7 April 1987. 
17  Loan 891-BAN(SF): Industrial Program, for $65 million, approved on 30 June 1988. 
18 ADB. 1989. Country Operational Strategy in Bangladesh. Manila. 
19 ADB. 1993. Country Operational Strategy for Bangladesh. Manila. 
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subsectors. Support for the industry sector, which had accounted for 12% of allocations in 
1987–1991, was effectively abandoned altogether. Although this might have been justified on 
the grounds that larger scale manufacturing—previously the recipient of significant ADB 
lending—was capital-intensive and thus not directly poverty-reducing, in fact it was more a 
response to the almost total failure of ADB’s program lending to the sector. From the 
perspective of poverty reduction, however, it is surprising that until now there has been no 
follow-up to the relatively successful Small and Cottage Industries Project (SCIP),20 which 
demonstrated the employment generating potential of this kind of support.  
 
36. In fact, the 1993 COS makes clear that ADB then still saw its main role in support of 
industry as a facilitator of growth, by addressing industrial, financial, and capital market reforms; 
and acute physical bottlenecks in energy and transport. This orientation has, moreover, been 
largely reflected in the subsequent program, with energy, and transport and communications 
together continuing to receive 40–50% of total lending since 1993. Such interventions are of 
course classified under the heading of economic growth rather than poverty reduction, although 
a strong case can be made for regarding such crucial infrastructural investments as of as much 
importance and benefit to the poor as to other groups. At the same time, however, sectors 
grouped under the heading of social infrastructure, comprising health, education, and urban 
infrastructure, saw a sharp drop in their overall share of lending after 1995, even though they 
were seen as having a strong impact on poverty reduction. This was a reversal of the previous 
trend. 
 
37. The third and most recent COS21 reemphasized the primacy of poverty reduction and 
also renewed ADB's commitment to the three priority areas of intervention identified in the 
1993 COS. In addition, it focused on the need to create better development opportunities for the 
poor with more targeted, small-scale development of infrastructure in both rural and urban 
areas. An important feature of the 1999 COS was its attention to cross-cutting development 
issues such as governance and gender, and its emphasis on the role of economic and sector 
work, particularly in formulating ADB sector strategies. 
 
38. Although the 1999 COS asserted that the ADB program had suffered from being focused 
on too many sectors, it did not give clear guidance on which of the sectors targeted by the 
previous COS should have been dropped. It also stated that, while endorsing the strategic 
objectives of the 1993 strategy, the country strategy needed to be revised “in line with the 
Bank’s strategic movement to develop itself as a broad-based development institution.” This 
was interpreted as meaning that ADB "should put less emphasis on traditional evaluation 
indicators such as annual lending level, disbursement, loan delivery, economic and financial 
internal rate of return, etc., and put more emphasis on overall development impact, performance 
of policy reforms, and institutional changes." This was consistent with what the COS also 
identifies as the need for a new approach to structural reform as a long-term process, so that 
“the Bank should consider providing successive interventions to a sector or subsector over a 
longer time horizon than the current strategy period of 3 to 5 years.” 
 
39. In the context of ADB's recently revised approach to country strategy formulation and 
assistance programming,22 the Country Strategy and Program for 2002–2004 has been drawn 
up, taking account also of the new emphasis on performance-based allocation of resources and 
the Partnership Agreement on Poverty Reduction (PAPR) (2000) between Bangladesh and 
ADB. While the Country Strategy and Program broadly continues the main sectoral and 
                                                 
20  Loan 1070-BAN(SF): Small and Cottage Industry Project, for $30 million, approved on 18 December 1990. 
21 ADB. 1999. Bangladesh: Responding to the Challenge of Poverty. Manila. 
22  ADB. 2002. Business Processes for the Reorganized ADB. Manila. 
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thematic thrust of the 1999 COS, in terms of modalities it appears to give even more emphasis 
to economic and sector work and TA. 
 

2. Relevance of the Strategy 
 
40. The basic thrust of ADB's assistance strategy over the review period was relevant and 
contributed to development progress in a number of areas. The focus on foodgrain production 
was justified and, while it took almost a decade to fully liberalize agricultural input trade, the 
priority given to this challenge was appropriate. Equally, the early strong support given by ADB 
to the energy and transport sectors proved beneficial.  
 
41. If there was a weakness in ADB's assistance strategy, it was the assumption that the 
Government was committed to institutional reform, to real reform of the inefficient public 
enterprises, and to creating a more conducive environment for the private sector. Only gradually 
did ADB realize that a major constraint in the development process was the lack of political will 
to implement the needed public sector reforms.  
 
42. While important lessons were learned from the 1970s and early 1980s, the 
1986 strategy left a great deal to be desired, and some lessons were not fully absorbed. Major 
implementation problems plagued project execution in all sectors, and ADB displayed 
continuing faith that relatively minor administrative adjustments would yield significant 
improvement. The depth of the governance problem was not fully appreciated.  
 
43. A strengthening of ADB's strategy and a sharper focus on implementation and 
government commitment characterized the 1990s. Overall program lending was reduced and 
project lending was undertaken in a somewhat more selective manner in line with an 
assessment of the Government's willingness to proceed with a broad reform agenda in a timely 
manner. However, it was recognized that a fundamental reform of the civil service was unlikely 
in the near term. As a result, ADB sought to promote greater private sector participation in 
activities that had been the preserve of the public sector. The 1993 and 1999 COSs also 
emphasized new approaches and working more closely with NGOs in the design and 
implementation of projects. ADB became less tolerant of delays in policy reform and project 
execution, more realistic in its expectations, and more conservative in its risk assessments. It 
displayed a much greater appreciation of governance issues.  
 
44. Modest steps were taken to introduce innovative methods of project implementation, but 
ADB could have gone farther in seeking alternative implementation mechanisms to increase 
accountability and allow a more immediate assessment of outcome. Thus, lending in the 1990s 
has not been entirely successful, due in part to the fact that root causes were not addressed, 
and government commitment to deal with known controversial issues was not confirmed. 
 
B. Lending Program 
 
45. ADB lending to Bangladesh commenced in 1973. As of 31 December 2001, a total of 
141 public sector loans for 131 projects amounting to $6,371 million were approved (Appendix 
2). About half of these loans, accounting for over 70% of the total lending, were made in the 
period 1986–2001 (Appendix 3). This resulted in ADB financing of 58% of aggregate 
investments in ADB-assisted projects in Bangladesh (Appendix 4). About 94% of these loans 
was sourced from the Asian Development Fund. 
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46. On the average, Bangladesh received 7% of the total ADB public sector loans from 1973 
to 2001, with the 1980–1985 period registering double-digit shares. The year 1986 marked the 
first year of decline in the share of ADB lending to Bangladesh since 1980, from 10.5% in 1980 
to 4.4% in 1986. Generally, the 1990s continued to show a below-average share of loans 
channeled to this country. 
 
47. In November 1998, Bangladesh graduated as an Asian Development Fund-only country 
(except in 1973 when ordinary capital resources accounted for less than 1% of aggregate 
loans). As a result, total ordinary capital resources borrowings of Bangladesh as of the end of 
2001 accounted for almost 5% of its government-guaranteed loans from ADB. 
 
48. The agriculture, energy, and transport and communications sectors received the bulk of 
public sector loans. Agriculture garnered around one third of total public sector loans, although 
its share declined noticeably from 50% between 1973 and 1985 to 32% from 1986 to 2001 
(Table 3). This reflects a shift in the perceived importance of the various sectors in Bangladesh, 
with ADB giving priority to the transport and communications, and social infrastructure sectors 
as a means to significantly improve the quality of life of a fast-growing population and help 
reduce poverty as well as promote economic growth. The transport and communications sector 
received an average share of 23% of total public sector loans to Bangladesh between 1986 and 
2001, a jump from the 10% average share before 1986. Similarly, the social infrastructure 
sector’s average share of 4% prior to 1986 grew to 17% during the period 1986 to 2001. 
 

Table 3: Sectoral Distribution of Lending 

 
 

49. In addition to public sector loans, ADB assisted Bangladesh through TA grants totaling 
$146 million as of 31 December 2001 (Table 4). Around 76% of this amount was provided from 
1986 to 2001 (Appendix 5), with more than 70% in the form of advisory technical assistance 
(ADTA). During this period, Bangladesh received around one fourth of ADB’s TA grants to 
South Asia. Since 1997, the TA amount given to Bangladesh has been on a decline, except in 
1999 when a significant turnaround was recorded. On the whole, almost three fourths of the TA 
amount was directed to only three sectors: agriculture and natural resources (37.1%), social 
infrastructure (23.5%), and transport and communications (14.1%). This shows a strong TA 
support to these sectors where ADB has a relatively large exposure. However, although the 
energy sector garnered almost 19% of ADB loans to Bangladesh during the review period, the 

Sector

Agriculture and Natural Resources 50.3 32.2

Energy 22.2 18.6

Industry and Nonfuel Minerals 0.9 3.4

Transport and Communications 9.6 23.3

Social Infrastructure 4.0 17.2

Finance 12.9 1.7

Multisector 0.0 3.5

     Total 100.0 100.0

1973–1985 1986–2001
Average Share (%)
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sector received less than 8% of total TAs, with less than 9% of aggregate ADTAs going to this 
sector. 
 

Table 4: Sectoral Distribution of Technical Assistance in 1986–2001 
(%) 

 
 Share in TA  Share 
Sector PPTA ADTA Total  in Lending 
Agriculture and Natural Resources 30.1 29.8 37.1  32.2 
Energy 3.9 8.9 7.5  18.6 
Industry and Nonfuel Minerals 3.8 1.1 1.9  3.4 
Transport and Communications 27.9 8.7 14.1  23.3 
Social Infrastructure  29.0 21.3 23.5  17.2 
Finance 2.6 9.1 7.2  1.7 
Multisector 0.0 1.5 1.1  3.5 
Othersa 2.8 9.7 7.7  0.0 
     Total 100.0 100.0 100.0  100.0 

ADTA = advisory technical assistance, PPTA = project preparatory technical assistance, TA = technical assistance. 
a Includes TAs relating to the strengthening of public administration training, project portfolio performance, external 

debt management capacity, and national accounts and poverty monitoring system. Also includes institutional support 
to the Ministry of Finance. 

Source: Relevant ADB databases. 
 
50. ADB’s private sector operations in Bangladesh during 1986–2001 consisted of one loan, 
and six loans and equity investments combined,23 amounting to $151.7 million. One loan to the 
power sector accounted for almost half of ADB’s aggregate private sector investment facilities in 
Bangladesh. 
 
C. Portfolio Performance 
 
51. Of the 141 public sector loans approved as of December 2001, 103 (73%) experienced 
delays in loan effectiveness. During the period 1973–1985, 80% of loans exceeded the standard 
90-day limit for loan effectiveness, with an average overrun of 3.2 months. An improvement was 
noted after 1985, when 67% of loan approvals was delayed by an average of 3.1 months. 
Closing of loan accounts was likewise delayed for majority of public sector loans. Of the 
109 closed loans, only seven24 were closed on time or even prior to the expected closing date. 
An improvement in the closing of loan accounts was observed after 1985. From 1986 to 2001, 
89% of loans needed an extension of their closing date, with an average time overrun of about 
20 months, as against 97% of such loans with an average time overrun of about 33 months prior 
to 1986. 
 
52. The 109 closed public sector loans financed a total of 103 projects, of which 91 were 
completed and 52 evaluated as of end 2001. Twenty projects (38%) were rated generally 
successful, 27 (52%) partly successful, and 5 (10%) unsuccessful (Table 5 and Appendix 6). 
Forty-one of these projects were approved before 1986, and 11 from 1986 to 1991. The 
proportion of generally successful projects to the total number of evaluated projects improved 
from 36.6% prior to 1986 to 45.5% thereafter. However, a lower percentage of total investments 
(28.4%) was channeled to generally successful projects during the latter period (1986–2001), 
compared with the 64.3% share in 1973–1985. This is attributed to the partly successful rating 
on four large program loans compared to the successful rating on five relatively small project 
loans during the 1986–2001 period.  

                                                 
23 Excludes two private sector investment facilities that were eventually cancelled. 
24 Excludes one loan that was closed prematurely as it was cancelled. 
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Table 5: Performance Rating of Evaluated Projects 

 

 
53. If one excludes the industry sector with only one evaluated project in that period, the 
energy sector had the highest success rate (57% generally successful and 43% partly 
successful) for projects approved between 1973 and 1985. For those approved after 1985, the 
social infrastructure had the highest percentage of successful projects (67% generally 
successful and 33% partly successful). The agriculture and natural resources sector had a high 
percentage of projects in the partly successful category (52%), and the finance sector in the 
unsuccessful category (40%). 
 
54. From 1996 to 2001, 12 projects were evaluated, with 50% rated successful. This was 
well above the average for B1 countries (39%) and slightly below the ADB-wide performance 
(54%).  
 
55. At less than 10%, the percentage of unsuccessful projects was similar both prior to and 
during the review period 1986–2001. For projects approved before 1986, 90% experienced 
delays in completion, with average delay estimated at about 3 years. Projects approved after 
1985 had a better record as only 82% had delays averaging 1.5 years. In terms of costs, 66% of 
projects approved prior to 1986 and 64% of those approved after 1985 experienced underruns. 
Economic internal rates of return were not calculated for more than half of the evaluated 
projects, mainly because there were no comparable estimates at the time of appraisal. For 
those with economic internal rates of return calculated at appraisal, estimates at operations 
evaluation were generally lower. 
 
D. Financial Performance  

56. Contract awards and disbursements for public sector loans generally showed similar 
trends during the review period (Table 6). Loans were disbursed at an accelerated pace prior to 
1992. However, this was not sustained and disbursements widely fluctuated during the 
succeeding years. The same was true for the disbursement ratio during the last 5 years that 
peaked at 25% in 1996 and fluctuated between 16% and 22% thereafter. The decline in annual 
disbursements was accompanied by a continuous increase in loan service payments. During 
1986–2001, Bangladesh repaid almost $0.9 billion to ADB, accounting for 9.6% of loan service 

Sector

Agriculture and Natural Resources 9 9 1 19 1 3 0 4 10 12 1 23

Energy 4 3 0 7 0 0 0 0 4 3 0 7

Industry and Nonfuel Minerals 1 0 0 1 1 1 1 3 2 1 1 4

Transport and Communications 1 1 1 3 1 0 0 1 2 1 1 4

Social Infrastructure 0 6 0 6 2 1 0 3 2 7 0 9

Finance 0 3 2 5 0 0 0 0 0 3 2 5

Total 15 22 4 41 5 5 1 11 20 27 5 52

GS = generally successful, PS = partly successful, US = unsuccessful.
a Refers to year of approval.

Source: Postevaluation Information System.

US Total
1973–2001

a

TotalGS PS USGS
1973–1985

a

GS PS
1986–2001

a

TotalUSPS
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payments of the South Asian DMCs and 2.5% of all DMCs. As a result, the net resource 
transfer, which exceeded $200 million in all but one year during 1988–1996, fell well below this 
figure in the last 5 years on record. 
 

Table 6: Financial Performance Indicators for Bangladesh  
($ million) 

 
Item 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 
Contract Awards 191 171 276 304 295 233 261 140 429 303 232 205 284 295 291 138 
Disbursements  142 177 226 320 306 273 320 230 380 279 301 193 231 272 262 191 

Loan Approvalsa 88 263 268 335 351 419 256 331 280 227 256 420 184 332 225 298 

Disbursement Ratiob 12 15 15 21 20 17 19 16 24 21 25 16 19 22 22 17 

Loan Service Paymentc 10 14 18 23 27 33 39 47 58 71 75 80 85 99 104 110 

Net Resource Transferd 133 164 208 300 280 244 287 183 322 208 227 113 146 183 161 104 
a Excluding private sector loans. 
b Disbursement ratio = total disbursement in a given period/net loan amount available at the beginning of the year + loan amounts of newly 

approved loans which have become effective during the period. 
c Includes loan repayments and prepayments, interest, commitment charges, and front-end fees collected and capitalized. 
d Net resource transfer = (disbursements) - (principal repayments + front-end fee + commitment charges + interest and other charges). 
Source: Asian Development Bank management information systems. 
 

IV. EVALUATION OF THE COUNTRY ASSISTANCE PROGRAM 
 
A. Methodology 
 
57. The CAPE has been based on a review of a more or less representative sample of 
interventions in all the principal sectors supported by ADB. This has necessitated examining not 
only projects and programs for which a PCR or a PPAR is available, but also those that have 
either been completed but not yet postevaluated in any form, or are still ongoing. This is 
because in many sectors, there have been too few postevaluated projects approved since the 
cut-off date of 1986 to provide the basis for a meaningful overview of the evolving sector 
strategy and program. Moreover, since a central purpose of the CAPE is to contribute to the 
formulation of future strategy both at a sectoral and macro level, it is essential to take account of 
ongoing interventions, and proposals for new ones, in the overall sectoral analysis. In fact, in 
some cases such as the energy sector, the most significant interventions are precisely the ones 
that have been only recently completed. In other cases, such as the railway subsector, it has 
been found necessary to make reference to projects approved before 1986 in order to give an 
adequate understanding of the background. 
 
B. Findings  

58. The period covered by the CAPE spans a time when ADB’s role and strategic objectives 
were undergoing some quite dramatic shifts, as described in Section III.A. Thus, it is possible 
over this period to identify phases where particular development themes and objectives were 
dominant in turn. Between 1986 and 1988, ADB was primarily a lender for projects, selected on 
a more or less ad hoc basis in line with government priorities, in sectors identified as growth 
promoting (i.e., mainly agriculture, transport, and energy). At the same time, concern about the 
need for institutional and policy reform to enhance the effectiveness of project loans was 
manifested in the first program loans in support of specific reform measures in agriculture and 
industry. This reflected the growing concerns about the poor financial performance of the 
beneficiary sectors or agencies, notably those involved in power, railways, farm input supply, 
food procurement, industry, and finance, and the related distortions stemming from underpricing 
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of outputs or general lack of commercial orientation. In the period 1989–1998, ADB’s project 
lending in the growth-promoting sectors was increasingly linked to institutional and policy reform 
through program loans in agriculture, industry, railways, finance; and energy project loans 
subject to suspension and intensive policy dialogue to promote covenant compliance. The first 
substantial interventions in social infrastructure (health, education, and urban and rural 
infrastructure) reflected a switch to emphasis on human development and poverty reduction. 
The 1993 COS was the first to identify poverty reduction as the single overriding objective. In 
order to attain this objective, it saw ADB's priorities in the promotion of (i) efficient economic 
growth, with particular emphasis on promoting the role of the private sector; (ii) enhanced 
access for the poor to the benefits of growth through improved social services and credit; and 
(iii) environmental protection and improvement. In line with the shift indicated in the 1999 COS 
and the Medium-Term Strategic Framework (1999–2002) toward making ADB a broad-based 
development institution,25 the pattern of interventions in the current period 1999–2003 has 
reinforced the emphasis on human development and poverty reduction, and expanded the 
scope of new interventions in urban and rural infrastructure, and education to encompass 
decentralization and good governance. These themes have also been linked to that of 
participatory development—applied in the agriculture sector—and have been closely in line with 
the thrust of ADB’s Poverty Reduction Strategy. The new stress on governance reinforces 
institutional reform efforts in the traditional areas of transport and energy, and goes beyond that. 
 
C. Agriculture and Forestry 
 

1. Sector Description and Government Strategy 
 
59. Although the share of agriculture in GDP has been in long-term decline, the economy is 
still predominantly agrarian: more than 60% of the labor force is engaged in agriculture, and 
agricultural development provides critical linkages to the rest of the economy. In fact, 
agricultural growth in Bangladesh has built-in advantages in accelerating economic growth and 
promoting a structure of growth that has high potential to reduce poverty. Within a broadly 
defined agricultural sector,26 crop and horticulture is the dominant activity, although its share in 
total agricultural value added declined from 56% in FY1999/00 to 66% in FY1989/90. The 
shares of animal farming, and forest and related activities remained constant, while the share of 
fishing increased from 15% in FY1989/90 to 25% in FY1999/00. 
 
60. Although output growth has fluctuated considerably over the years (not least because of 
the impact of flooding and other natural disasters), self-sufficiency in foodgrains—the central 
objective since independence—was attained by the late 1990s, primarily due to the growth and 
intensification of fertilizer use, induced by exploiting the potential for expanded groundwater 
irrigation. The challenge now is to maintain the growth of the sector’s value added by further 
intensification and diversification into higher value crops (notably horticulture), aquaculture, and 
animal production. This has become the main theme of the Government’s policy embodied in 
recent five-year plans. The forestry sector has been affected by a depletion of forest cover to 
less than 10% of the national territory. The government strategy since 1994 has been to 
emphasize social forestry, under which community-based organizations are encouraged to 

                                                 
25 According to a recent policy document (ADB. 2001. Education Sector Policy Paper. Manila), ADB’s Medium-Term 

Strategic Framework (1999–2001) helps to redefine the role of ADB as that of providing “integrated services of 
financing, policy support, and capacity building.” Other increasingly important roles that ADB has identified include 
(i) catalyst for cofinance, (ii) facilitator of exchange of regional experience, (iii) provider of technical expertise, 
(iv) source of policy advice, (v) supporter of sector and policy studies, and (vi) provider of training for capacity 
building in such key areas as finance and governance. 

26 Crop and horticulture, animal farming (livestock), forest-related activities, and fishing. 
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engage in conservation and afforestation while at the same time gaining increased economic 
benefit from exploitation of forest resources.  
 

2. ADB Sector Strategy and Program 
 
61. For much of the period since 1986, ADB’s sector strategy was essentially a continuation 
of that already being pursued under successive crop intensification programs approved between 
1979 and 1985. As such, it focused on supporting the Government’s efforts to enhance the level 
of national foodgrain self-sufficiency by increasing access to inputs. This objective was also 
central to the two ADB program loans,27 which were designed mainly to increase the availability 
to grain producers of diesel fuel and pesticides and to liberalize the markets for irrigation 
equipment and services. Irrigation was favored as the most cost-effective form of investment to 
increase foodgrain production, while flood control and drainage (FCD) received less attention in 
view of the slower returns. 
 
62. Since the early 1990s, ADB’s interventions have focused increasingly on areas other 
than crop production, notably livestock, rural credit, and forestry, as well as the related sectors 
of water resource management and rural infrastructure. To remove the significant constraints to 
enhanced performance such as lack of farmers’ credit, lack of marketing support and high post-
harvest losses, lack of high-quality planting materials, and weak rural development and 
extension support, it was recognized in the 1999 COS that there would need to be crucial policy 
and institutional reforms. This was particularly true of the forestry subsector, where ADB’s 
pioneering role in the promotion of social forestry since the early 1980s has been reinforced by 
its central role in formulating the Forestry Master Plan (1991) and its ongoing pressure to restrict 
the excessive dominance of the Forestry Department.  
 
63. During 1986–2001, ADB financed 13 projects/programs in the sector (crop-4, livestock-
1, forestry-4,28 and rural credit-4) for a total of $562 million. In addition, 25 TA grants totaling 
$25 million were made in this period. These were mostly linked to the ongoing or proposed loan 
projects in the various subsectors. The most significant TA intervention was for a forestry 
master plan,29 which identified many of the needed institutional reform measures whose 
adoption has become a focus of subsequent ADB project loans to the forestry subsector. 
 

3. Impact 
 
64. Policy reforms resulting in an expanded access to fertilizer have contributed to 
improvements in food production. However, relatively low fertilizer usage remains a constraint to 
improved productivity. The direct benefits to small farmers of government foodgrain 
procurement—as implemented on a limited basis under the Agricultural Inputs Program 
(footnote 16)—have not been significant. Tracer study results indicate that the beneficiaries 
from the foodgrain procurement program have been mainly large farmers, millers, and traders. 
To the extent that market prices have been supported (by keeping procurement and open 
market sale prices above import parity prices), the adverse impacts have been borne by the 
poorest consumers, whose access to food may have been reduced. The long-term, chronically 
poor financial health of government rural credit institutions remains a major constraint to 
agricultural development. The access of rural households to institutional finance remains quite 
                                                 
27  Footnote 16 and Loan 1045-BAN(SF): Foodcrops Development Program, for $125 million, approved on 

6 November 1990.  
28 One of these was cancelled before the loan became effective. 
29 TA 1355-BAN: Forestry Master Plan, for $1.7 million, approved on 16 August 1990, cofinanced with the United 

Nations Development Programme. 
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low.30 While ADB’s interventions in the field of rural credit have undoubtedly helped improve 
access for some, they are relatively small scale and doubts over their long-term sustainability 
indicate they have made little difference to this general deficiency in the rural economy, 
particularly as far as on-farm activities are concerned.  
 
65. The wider availability of relatively affordable shallow tubewells (STWs) and other 
irrigation inputs as a result of liberalization in their supply significantly contributed to an 
improvement in rural income arising from greater production of foodgrains, and might have freed 
many farmers from the clutches of “water lords” who control water availability. But while the use 
of urea, STWs, and low-lift pumps has increased, the imbalance in the application of fertilizer as 
more urea is substituted for the unsubsidized higher-priced phosphate fertilizers has affected 
optimum production of foodgrains and realization of income from such optimum production. 
Nevertheless, between 1989 and 1994, real rural household income increased by an average 
annual rate of 3.8% and crop income increased by an average rate of 1.4%.31 The extent to 
which such increases were due to ADB interventions is difficult to ascertain, but it is clear ADB, 
in coordination with other DPs, and in cooperation with the Government, contributed to the 
increases. 
 
66. A program loan in the crop subsector32 recognized the need to ensure proper 
environmental safeguards from the impact of agricultural development programs. However, the 
conditionality of such safeguards was confined to preparing an acceptable plan and an agreed 
timetable to implement the plan and establish an environmental monitoring system, which had 
still not yet been done at the time of the PPAR. The absence of a monitoring system is being 
felt, with reforms being arsenic contamination of tubewells being a possible environmental 
impact of the program. 
 
67. In forestry, the cumulative impact of ADB’s assistance has been highly significant in 
terms of initiating the institutional reforms necessary to make social forestry a potentially viable, 
sustainable activity. On the other hand, it is too early to tell whether the models of social forestry 
being developed under the program will ultimately prove to be cost-effective in achieving the 
socioeconomic and environmental benefits envisaged.  
 

4. Overall Conclusion  
 
68. ADB's sector program scores highly in terms of relevance in so far as it has been 
consistent with (i) the changing policy priorities as the imperative of attaining foodgrain self-
sufficiency gave way to the need for diversification (horticulture) and greater emphasis on 
poverty reduction (participatory livestock), and (ii) a social forestry strategy better designed to 
meet the needs of both the environment and the landless poor than that previously pursued by 
the Government.  
 
69. On the other hand, outside the forestry and livestock subsectors, the program has not 
been geared directly to achieve poverty reduction, as microfinance and other credit 
interventions have been limited in scope, partly due to institutional and policy weaknesses on 
the part of the Government, and lacked sustainability. The sustainability of some of the policy 
reforms introduced under the Foodcrops Development Program (footnote 27) has also proved to 

                                                 
30  A survey by the Bangladesh Institute of Development Studies of 62 villages in 1988 found that only 28% of the total 

volume of credit came from institutional sources, while 72% came from informal sources. In general, larger farmers 
had better access to credit. 

31 Rahman, Hossain Zillur and Hossain, Mahabub (eds.), 1995. Rural Poverty in Bangladesh, 1987–1994. Dhaka. 
32 Loan 1045-BAN(SF): Foodcrops Development Program , for $125 million, approved on 6 November 1990. 
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be limited, so that it is hard to claim they have had a significant impact in boosting crop 
production. Nevertheless, the contribution of the sector program (combined with that for water 
resources) to expanding overall output through intensification has clearly been significant. 
Potentially far more decisive in its impact is ADB's forestry program for although it is premature 
to claim success, the model of social forestry being developed almost exclusively with ADB's 
support would not have been implemented in its absence.  
 
70. It needs to be recognized that reducing poverty is not a question of increasing 
agricultural production or generating farm incomes. For poverty reduction, it is necessary to 
address the underlying institutional, structural, and sociocultural factors that determine access 
of the poor to assets and voices and regulate competing claims to limited resources. At the 
present stage of development of agriculture and with the limited resource availability, the priority 
is to ensure productivity growth, which is a key factor for poverty reduction and food security. 
With higher productivity, real food prices will decline thereby addressing one of the key 
concerns of the poor. This requires better access to land, credit, and institutions for the small 
farmers. In the case of land, an important issue is to enhance tenant security through 
improvements of land records and streamlining of the laws for settlement of land disputes. 
Voluntary land reforms need to be effected by removing selective support from the rich farmers’ 
inputs and ensuring better access to markets, training, credit, and support services to small 
farmers. 
 
71. The seasonal stress of poor farmers should be addressed by reducing fluctuations in 
employment and income. This needs cost-effective and well targeted crop diversification, 
irrigation, and public works programs. Keeping a long-run perspective, education and skill 
training constitute best investments for enhancing farm productivity and incomes. Improved 
infrastructure and institutions support income growth of poor farmers by reducing transport and 
transaction costs and improving market efficiency. Increasing agriculture’s capacity to reduce 
poverty requires institutional changes, human development, and replication of best practices. In 
the medium term, this can be achieved through emphasis on four major areas: increasing 
investments in agriculture and supportive infrastructure, increasing profitability of agriculture 
through technological innovations, establishing nonfarm linkages, and providing access to credit 
and extension services. 
 
72. The policies for increasing agriculture’s ability to reduce poverty, however, should 
acknowledge several realities. First, household income of the poor farmers will not increase 
much through improvements in agricultural technology due to the small size of their holdings 
and unfavorable terms of trade of the major crop (rice). Improvements in crop productivity will 
contribute more by increasing supplies and reducing unit cost of production. This will enable 
access to food by the poor at affordable prices. The low food costs will have positive impact on 
real wages with sobering effect on demand for nominal wage hikes. This will contribute to 
increasing Bangladesh’s competitiveness in labor-intensive nonagricultural and manufacturing 
activities. The poor can gain more if their educational attainment and skill levels are improved to 
enhance chances of getting more remunerative jobs in the skilled labor-intensive sectors. 
Similarly, enhanced competitiveness of the unskilled labor-intensive industries will generate 
employment opportunities for the poor. For increasing household income, expansion of noncrop 
agriculture and nonfarm activities needs to be targeted. Second, geographical targeting of 
interventions to disadvantaged areas is important since areas with good agricultural 
performance also have lower poverty incidence. Policy interventions are needed to eliminate the 
bias through targeted agricultural development and NGO interventions. Third, the development 
of rural infrastructure (e.g., feeder roads) can play an important role in reducing differences in 
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production opportunities in rural areas. Improved infrastructure needs to be seen as a key-
enabling factor in the poors' livelihood strategies.33 
 

5. Lessons Learned and Implications for Future Strategy 
 
73. The Need for a More Structured Approach to Policy Reform. The effectiveness of 
policy dialogue depends on regular and comprehensive policy analysis and impact monitoring. 
At the same time, while the absence of tranching in the case of the Agricultural Inputs Program 
(footnote 16) reduced ADB’s leverage in securing policy reforms, the success or failure of 
policy-based loans cannot be gauged solely by assessments of compliance with covenants 
during the implementation period. The soundness and sustainability of the reforms are more 
important criteria, as is the extent of commitment on the part of the Government to the principles 
and concepts underlying the policy reforms. Hence, the mere adherence of the Government to 
the letter of the loan covenant is seldom sufficient to ensure that policy measures remain 
effective beyond the period of the program loan. In an environment where policy reforms are 
likely to be difficult due to varying political and other constraints, a longer disbursement period 
would provide the forum for greater dialogue between ADB and the Government. Such an 
arrangement would also provide more time for the Government to implement the reforms and to 
gain ownership of these policies among the various stakeholders with different interests.  

 
74. Highlighting the Importance of Governance Constraints. ADB's experience in 
relation to both agricultural credit projects and its forestry subsector program has demonstrated 
the profound importance of governance issues in seeking to achieve development that 
genuinely favors and empowers the poor. For such interventions are always likely—particularly 
in a country like Bangladesh—to be seen as threatening the vested interests of an established 
order based on a centralized, authoritarian bureaucracy, typified by agencies such as the 
Forestry Department and the Bangladesh Rural Development Board (BRDB), and a quasi-
feudal social structure, such as is particularly prevalent in rural areas. Resistance to governance 
reforms is all the more likely to be encountered where they threaten established rent-seeking 
opportunities as well as long-standing socioeconomic relationships. 

 
75. Constraints to Crop Diversification. The whole issue of crop diversification merits 
priority attention especially against the backdrop of rice self-sufficiency. Indeed, probing is 
warranted to explain why despite successive policy emphasis, both crop diversification and 
agro-industry failed to take off over the last decade. One possible explanation relates to the fact 
that the entire system of agricultural extension has been in a state of shambles for a long time 
and no serious effort is discernible to redress this situation. The interface between research and 
extension is either weak or simply nonexistent; underfunding of agricultural research stands out 
as a major long-run bottleneck in the country’s effort to attain self-sufficiency in food (i.e., not 
just in rice) and achieve higher pace of crop diversification.34 

 
76. Potential Benefits of Stronger Collaboration with NGOs in Enhancing Benefits. 
The participating beneficiaries of ADB’s ongoing project in the livestock subsector35 have 
demonstrated their enthusiasm and confidence in sustaining the poultry and beef fattening 
enterprises. In other areas, however, the project is yet to gain momentum because of limited 
skill of the beneficiaries and ineffective back-up services rendered by the concerned NGOs. 

                                                 
33 ADB Bangladesh Resident Mission. 2001. Agricultural Development Priorities for Poverty Reduction in Bangladesh. 

Dhaka. 
34 ADB Bangladesh Resident Mission. 2000. Economic Policy Paper No. 1, Addressing Poverty in Bangladesh. 

Dhaka. 
35 Loan 1524-BAN(SF): Participatory Livestock Development Project, for $19.7 million, approved on 19 June 1997. 
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Linkages between government institutions and NGOs need to be strengthened to offer effective 
back-up services to the beneficiaries, invigorate the momentum of transfer of technology, and 
maximize the potential achievements of the project.36 

 
77. Forestry Subsector, Implications of Program Integration. The increasingly unified 
approach to the whole subsector program means that, as observed also in respect of the energy 
sector, the three ongoing projects are being implemented in an interconnected manner, linking 
the pace of disbursements to the achievement of policy reforms. By the same token, there is 
less preoccupation with ensuring implementation according to appraisal schedule, which is in 
any case difficult to determine with precision either a priori or ex post in the case of forestry 
projects that are by their nature very fragmented. However, this approach will only be ultimately 
validated and ADB’s continued involvement in the subsector justified if it leads to envisaged 
institutional reform, especially in respect of the role and powers of the Forestry Department. 

 
78. The Need for a Viable Model for Delivering Credit to Farmers. The inherent riskiness 
of small farmer credit needs to be addressed by developing mechanisms that introduce more 
effective market disciplines (overcoming the “default culture”) while strengthening the 
management capacity and security of farmers. This may involve an attempt to achieve genuine 
autonomy of farmer cooperatives while still subjecting them to adequate but independent 
supervision and regulation, something that BRDB clearly does not provide at present. 
 
D. Education 
 

1. Sector Description and Government Strategy 
 
79. Despite considerable progress in recent years, Bangladesh’s education indicators 
remain well below the average for all DMCs. The adult literacy rate is 59%; primary and 
secondary school enrollment ratios are around 90% and 20%, respectively; the dropout rate at 
the primary level is about 35%; and the repetition rates at the secondary and tertiary levels are 
approximately 50%. This low productivity of the education system, in conjunction with the high 
rate of population increase and the high levels of unemployment, malnutrition, and poverty, 
impedes the economic and social development. The educational institutions are a varying mix of 
public and private ownership, control, and financial support. At the primary level, more than 80% 
of the institutions are owned and managed by the Government, although all of the junior 
secondary schools (grades 6–8) are nongovernment institutions. Among the secondary schools 
(grades 9–10), only about 5% of the schools are owned and operated by the Government, while 
at the higher secondary and intermediate college level, less than 3% are government 
institutions. At the tertiary level, only 33% of the colleges are owned and operated by the 
Government, but all the nine universities are government institutions.  
 
80. Since the Second Five-Year Plan (1980–1985), government policy has been to widen 
the base of primary education, improve the quality of science education at the secondary level, 
enhance the quality of vocational and technical education, and achieve a marginal expansion of 
university education with emphasis on science and technology. In actual practice, expanding 
access took precedent over quality improvements. More recently, the goal of universal primary 
education has been adopted, together with the aim of improving quality by such means as 
reducing the pupil/teacher in primary schools ratio from 70:1 to 40:1. It is also government policy 
to enhance participation of women in every sphere of education, and encourage private sector 
and community participation in setting up educational institutions.  
                                                 
36 ADB Bangladesh Resident Mission and Danish International Development Assistance Grant. 2000. Aide Memoire 

for the Midterm Review Mission for the Participatory Livestock Development Project. Dhaka. 
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2. ADB Sector Strategy and Program 

 
81. Prior to 1986, ADB supported vocational and technical education based on a perception 
that its role should relate mainly to "manpower planning" concerns—i.e., removing bottlenecks 
in sectors where skill shortages might pose a constraint to expansion. This emphasis shifted 
after 1988 as a result of ADB’s first education sector paper,37 which accorded high priority to 
basic education. Based on policy discussions between the Government and ADB in the late 
1980s, it was agreed that ADB should provide assistance in a sustained manner to three 
subsectors: primary education, general secondary education, and nonformal education 
(including distance education and basic skills training). In 2000, the convergence of ADB and 
government strategy was reinforced by the PAPR. This commits the Government, with ADB 
support, to reduce the number of children not attending primary school by 50% by 2005, and 
achieve universal primary education by 2010. 
 
82. Between 1986 and 2001, ADB financed 10 projects in the education sector with a 
combined loan amount of $507 million. In addition, 15 TA grants totaling $13 million were 
approved for the sector in this period. Of these, eight ADTAs for institutional strengthening and 
capacity-building were split almost equally between primary and secondary education, and one 
ADTA supported the innovative Nonformal Education Project.38 
 

3. Impact 
 
83. ADB project and TA interventions have played an important role in ensuring the 
allocation of a consistently high share of government total expenditures to basic education, 
implementing programs designed to make education more accessible to women and the poor, 
and developing systems to monitor the performance of schools and teachers at the secondary 
level. Interventions for teacher training and curriculum development have also been significant. 
Among students of primary schools, girls have achieved parity with boys in the participation rate 
and have a lower repetition rate than the boys. Participation of girls at other levels of education 
has also increased substantially.  
 
84. Among teachers, females are still far from achieving parity with males, but steady 
progress has been noted in recent years due to a government policy of positive discrimination. 
In terms of academic qualifications and certification to teach, females have more than achieved 
parity. This is due to the same government policy that lowered the minimum academic 
requirement for female teachers and made the certificate in education a requirement. Among 
adults, the female literacy rate still lags behind, but the gap is closing.  
 
85. While members of the community such as upazila39 leaders, parents, and teachers have 
been involved in the design, formulation, and implementation of ADB-financed projects, the 
genuine participation of the community in the operation of schools through the school 
management committees is still lacking.  
 
86. ADB and the other DPs have tacitly supported the Government’s preference for rapidly 
expanding access and quantity as opposed to improving quality of education services, with the 
view to providing education opportunities for the poor. Ironically, increased government 
expenditures to secondary and tertiary education programs, also supported by ADB and others, 
                                                 
37 ADB. 1988. Education and Development in Asia and the Pacific. Manila. 
38 Loan 1390-BAN(SF): Nonformal Education Project, for $26.7 million, approved on 29 September 1995. 
39 Local government unit. 
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have benefited mainly the nonpoor. The Government continues to heavily subsidize university 
and technical and vocational education that do not benefit significant numbers of the poor.  
 

4. Overall Conclusion 
 
87. Support for the education sector, and basic education in particular, is now clearly 
established as being of central relevance to ADB’s strategy of poverty reduction in Bangladesh 
as well as other DMCs. This is recognized in the shift away from ADB’s earlier sector strategy of 
targeting projects designed to tackle identified human resource bottlenecks toward a mix of 
projects in primary and secondary education. However, it is found that while individual 
interventions under the program have largely achieved their defined outputs (comprising mainly 
school buildings and teacher training), benefited millions of children and illiterate adults, and 
contributed to improved overall education indicators, their sustainability is questionable in the 
absence of adequate resources in the recurrent budget, and may even have led to a dilution of 
quality as current expenditure resources are spread increasingly thin. Second, given the 
magnitude of the education sector and its enormous needs, the ADB program has been too 
diffuse and unfocused to have substantive impact in any one of the seriously under-resourced 
areas of the sector. Although the program focus centered on basic education, it may be argued 
that a narrower focus on quality primary education would have yielded higher overall education 
benefits and greater impact on long-term poverty reduction. Sector reforms and quality 
improvement interventions by ADB have not been insignificant, but have also not been systemic 
or comprehensive. Therefore, implementation and effectiveness of these efforts have been 
modest.40 Finally, the main drawback of sector expenditures (essentially endorsed through the 
assistance programs of ADB and DPs) has been their focus on the quantitative expansion of 
education, instead of on improving the quality of existing services. This imbalance may 
compromise economic growth, which is the most important determinant in poverty reduction. In 
addition, overall sector spending has been only weakly pro-poor.41 Benefits have been most 
equally distributed at the primary and mass education levels. The share of benefits received by 
the poor declines with each level of secondary schooling and is only about 15% at the higher 
levels.42 
 

5. Lesson Learned and Implications for Future Strategy 
 
88. Inadequacy of Resource Mobilization. Despite the general commitment of the 
Government to improving education of the various types and levels, the performance of 
completed projects has been constrained by declining levels of recurrent budgetary support as a 
proportion of GDP. Unless more resources can be mobilized to meet the very substantial 
shortfall, further investment in support of expanded capacity will tend to lack sustainability and 
result in a serious decline in the average quality of education delivered, as suggested by 
postevaluation findings. To avoid this, the Government needs to be held to its commitment to 
raise the education budget to 5% of GDP. At the same time, other approaches to increasing 
resource mobilization may have to be considered. While some scope for cost recovery exists, 
particularly in tertiary education, ADB should seriously consider, together with other DPs, the 
possibility of providing limited finance for recurrent expenditure if the long-term targets of 

                                                 
40 Loan 1690-BAN(SF): Secondary Education Sector Improvement Project, for $60 million, approved on 22 June 

1999, is attempting to address these issues. 
41 More equitably distributed than income, but with the poor receiving a less than proportionate share of sector 

benefits. 
42 This is supported by the findings of ongoing joint ADB/World Bank economic and sector work for the education 

sector. 



 

 

25

enrollment are to be achieved consistent with educating all children to a minimum acceptable 
standard.  

 
89. Institutional Reform and Management Upgrading. Management problems in project 
institutions are common due to the still over-centralized nature of control, poor operation and 
maintenance (O&M) of facilities provided under the projects, and insufficient training of school 
principals in management and administration. The phenomenal growth of educational facilities 
during the last decade has not been accompanied by appropriate changes in organizational and 
management structure, nor by development of management capability in the sector to facilitate 
more effective management of educational institutions. Failure to address these constraints and 
the related flaws in governance would tend to further compromise the potential gains from the 
rapid expansion of coverage that is envisaged. 

 
90. Monitoring and Evaluation (M&E). Project implementation experience illustrates the 
need for a built-in M&E component in education projects for continuous collection and analysis 
of data on internal and external efficiency aspects on a regular basis. M&E provisions in projects 
have rarely been pursued with determination, hence ex-post assessment of project outcomes 
has been seriously hampered. The weak implementation of M&E provisions raises questions 
regarding the effectiveness of ADB guidance and supervision, as well as of consulting services 
provided under TAs.  
 
E. Energy 
 

1. Sector Description and Government Strategy 
 
91. Bangladesh has the third lowest level of energy consumption per capita among ADB’s 
DMCs, after Cambodia and Nepal. Most consumption is derived from traditional, noncommercial 
sources (biomass), with only around 20% of the population having access to electricity and 8% 
to hydrocarbon fuels. Extensive natural gas deposits provide a cheap indigenous source of 
feedstock for the power sector as well as for direct consumption by industrial, commercial, and 
domestic users. This has allowed a major shift of power generating capacity away from oil-fired 
units, which are dependent on imported fuel oil, so that power stations fired by natural gas now 
account for around 90% of electricity supply. The possibility also exists of exploiting low-sulfur 
coal deposits to fuel up to an additional 2,000 megawatts of power generation capacity by 2010. 
 
92. Gas Subsector. The Government has promoted investment in exploration and 
production of natural gas, with a view to facilitating steady growth in its share of national 
commercial energy consumption. Following the announcement of the Petroleum Policy in 1993, 
measures were put in place to enhance incentives to foreign investment under production-
sharing contracts. The resulting development of new fields has led to a growing surplus of 
capacity, instead of the shortage that existed up to about 1997. This has prompted attempts to 
expand the market, particularly in the western part of the country that has no gas deposits and 
was inaccessible to piped supplies from the east until the completion of the Jamuna Bridge and 
the 30-inch gas pipeline across it. At the same time, the possibility has been raised of exporting 
substantial quantities of gas via a pipeline to be constructed to India. This proposal remains 
controversial, however, in view of uncertainty about the size of recoverable gas reserves and 
the priority given to maximizing national self-sufficiency in energy. The Government also 
remains committed to encouraging greater commercialization and partial privatization of the 
parastatal gas production, transmission, and distribution companies.  
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93. Power Subsector. The thrust of government strategy has changed significantly since 
the early 1990s, in line with the reform policy developed jointly with ADB, the World Bank, and 
other DPs, and adopted in 1994. The policy outlined operational separation of the management 
of power generation, transmission, and distribution from the Ministry of Energy and Mineral 
Resources, and the creation of structures permitting regulated commercial competition. As part 
of the process, the existing entities involved, including the Bangladesh Power Development 
Board, were to be corporatized and the activities of generation, transmission, and distribution 
"unbundled" so as to permit them to be managed on a commercial basis.  
 

2. ADB Sector Strategy and Program 
 
94. As the lead funding agency in the sector since the early 1990s, ADB has had a central 
role in promoting institutional reform designed to enhance the cost-effectiveness of sector 
operations, and enable greater private sector participation. This approach has led ADB to 
pursue a strategy of continued investment combined with pressure to reform, both through loan 
covenants and extended policy dialogue. One result has been long delays in project 
implementation in both subsectors. The effectiveness of this strategy has, however, been 
considerably greater in the power than in the gas subsector, since although all the gas 
parastatals have been formally corporatized (much sooner than those in the power subsector), 
progress has been far slower than in the latter in respect of adopting commercial management 
practices. 
 
95. Between 1986 and 2001, ADB financed eight projects in the energy sector—(gas-2, 
power-7) with a combined loan amount of $750 million.43 In addition, 14 TA grants totaling 
$7 million were provided in this period, most of them linked to preparation or implementation of 
loan projects. Another important focus was support for establishing the necessary legal and 
regulatory framework in the two subsectors. 
 

3. Impact 
 
96. The impact of ADB's program of assistance on bringing about progress toward key 
reforms and restructuring has been significant in the power subsector. ADB’s nondogmatic and 
gradual approach to involvement of the private sector has ultimately succeeded in leveraging a 
significant amount of private investment on terms that should be advantageous to Bangladesh 
consumers and foreign investors alike. This is in contrast to what happened in Indonesia and 
other DMCs in the 1990s, when power purchase agreements were entered into by state 
electricity utilities that were unduly favorable to foreign investors in generation projects—with 
disastrous consequences for the economy following the Asian financial crisis of 1997. In 
contrast, the private power project financed by ADB44 has been based on a power price of less 
than $0.03 per kilowatt hour and a gas price only slightly below the equivalent international price 
of fuel oil.  
 
97. However, it can be argued that ADB's sustained engagement in the power subsector has 
reduced the pressure on the Government and the Bangladesh Power Development Board to 
significantly reduce system losses and that much more might have been achieved if ADB had 
followed the World Bank’s example of making comprehensive reform a precondition of further 
investment. While it is a matter of subjective judgment whether the latter strategy might have 
induced faster reform, it can hardly be doubted that such strategy would have led to further 
delays in the desperately needed expansion of capacity, with serious consequences for the 
                                                 
43 Of this amount, $159 million was from ordinary capital resources. 
44 Investment 7165/Loan 1793-BAN: AES Meghnaghat Power, for $70 million, approved on 5 December 2000. 
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economy as a whole. Indeed, it is difficult to imagine that, in the absence of continuing ADB 
support for capacity expansion, it would have been possible to sustain the annual growth rate of 
electricity consumption at 8% and, at the same time, reduce load shedding. Since persistent 
high levels of load shedding are said to be a key factor influencing users not to pay their bills, it 
is at least arguable that withholding the investment in capacity would have led to an even worse 
performance in revenue collection. 
 
98. In contrast, progress toward institutional reform and improved management in the gas 
subsector has been minimal since the first project to contain strong reform conditions was 
approved in 1993.45 As the ADB officers concerned have been largely the same as those 
responsible for promoting the power subsector reform, the reason for this contrast in 
performance seems to be the differing degree of receptiveness to the reform agenda among 
concerned senior officials in the executing agencies and the Ministry of Energy and Mineral 
Resources. 
 

4. Overall Conclusion 
 
99. The relevance of ADB's sector program to the original strategic priority of promoting 
economic growth has been strong, given the vital importance of the energy sector to sustaining 
expansion in the economy as a whole. The program has been much less directly relevant to the 
goal of poverty reduction, given that so few of the population have access to power or gas 
supplies. 
 
100. In a sector where the priority needs have been related to institutional reform and 
governance, ADB’s strategy of combining policy dialogue with continued (albeit conditional) 
lending has succeeded in achieving significant, if still far from complete, reforms in the power 
subsector, resulting in a measurable improvement in performance. While it may be argued that 
as great or greater advances could have been achieved by continuing to withhold investment, 
this could well have been at the expense of slower growth of both power production and of the 
economy as a whole. To date, however, a similar approach in relation to the gas subsector has 
achieved much less tangible improvement.  
 
101. ADB’s pragmatic approach to the role of private ownership has enabled it to facilitate the 
introduction of private investment into power generation in a manner consistent with the needs 
of the subsector and the interests of investors. By facilitating the expanded use of the country’s 
most valuable natural resource (gas) in power generation, ADB’s assistance has made an 
important contribution not only to sustaining economic growth but to reducing oil imports and 
thereby strengthening the balance of payments.  
 

5. Lessons Learned and Implications for Future Strategy 
 
102. Benefits of a Long-Term Approach to Institutional Reform. ADB’s strategy of long-
term commitment to the power subsector based on an approach of gradual change has been 
effective in assisting the reform process. In a way, this strategy has preempted many of the 
lessons drawn by ADB from its experiences elsewhere in the region during the 1990s. Thus, for 
example, it clearly fits with the view, reflected in the concept of "program cluster" lending 
recently introduced in ADB, that the approach to promoting reform should be flexible and long 
term, taking account of local political and other constraints. On the other hand, the apparent 

                                                 
45 Loan 1293-BAN(SF): Third Natural Gas Development Project, for $107 million, approved on 21 December 1993. 
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failure to achieve comparable results by pursuing a similar dialogue-based approach in the gas 
subsector indicates that it provides no guarantee of success. 

 
103. Reasons for Relative Failure to Achieve Reform in the Gas Subsector (as 
compared with power). The striking contrast between the measurable improvement in the 
power subsector performance and continuing poor (in some aspects even deteriorating) 
performance in the gas subsector—notably, for example, in respect of the level of accounts 
receivable—calls for some explanation. The most plausible one that can be offered, bearing in 
mind the nature of governance problems in Bangladesh, relates to the differing balance of 
vested interests within the ruling elite in relation to the two subsectors. Thus, while there may 
presumably be a comparably powerful interest in both subsectors standing to benefit from 
continued rent-seeking opportunities and misappropriation of funds, the counterbalancing 
interest that would benefit from improved services dependent on DP investment has been 
stronger in the case of the power subsector. This difference is, in turn, attributable to the greater 
number of influential interest groups, including corporate ones, directly affected by deficient 
electricity supply, rather than gas; and to the fact that there has been a growing surplus of gas 
since 1997 and there is consequently less pressure on the authorities to adopt the reforms 
promoted by ADB and other DPs.  

 
104. Importance of Environmental Protection and Energy Conservation. The ADB 
program has been instrumental in extending access to commercial energy to large areas of 
Bangladesh that were previously denied it, thereby reducing overexploitation of the country's 
biomass resources. More needs to be done to promote the cause of energy conservation as the 
conservation of the country's gas resources is clearly vital to minimizing its dependence on 
imported hydrocarbons.  
 
F. Finance 
 

1. Sector Description and Government Strategy 
 
105. The development of the financial sector has been constrained by factors common to 
many DMCs, including low levels of saving and lack of properly regulated institutions. As a 
result, Bangladesh has suffered from a chronic deficiency of finance for investment. Until the 
late 1980s, successive governments sought to compensate for this weakness by channeling 
investment funds through two state-owned development finance institutions as well as the 
nationalized commercial banks. From around 1989, however, the cumulative losses of the 
public sector financial institutions and the lack of budgetary resources needed to recapitalize 
them led to the adoption of policies favoring a much greater role for the private sector, including 
domestic and foreign private banks and nonbank financial institutions such as leasing 
companies. This also fitted the need to emphasize the role of the private sector much more in 
sectors such as industry, including SOE privatization—a development that could hardly be 
envisaged without the means to mobilize private equity capital through the financial markets. 
Besides the mainstream financial institutions, an important and unique feature of the 
Bangladesh financial sector has been the massive development of microfinance, of which the 
country has been a pioneer through Grameen Bank and a large number of NGOs. This has 
enabled millions of poor people, particularly in rural areas, to start income generating activities 
on the basis of unsecured small loans. 
 
106. In the late 1980s, the Government adopted the Financial Sector Reform Program with 
strong support and encouragement from the World Bank. The program was designed primarily 
to liberalize the banking sector, including removal of restrictions on the setting of interest rates 
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and sectoral allocations of lending; and enforce market discipline by requiring banks to pursue 
debt defaulters and by enacting a bankruptcy law. Subsequently, moves to reform and better 
regulate the stock market were initiated, including the creation of the Securities and Exchange 
Commission (SEC) in 1993. The impetus for reform was reinforced by a stock market crash in 
1996 amid widespread evidence of fraud. Nevertheless, subsequent events have tended to 
suggest that the commitment of successive governments to reform of the financial markets has 
been more rhetorical than real, notwithstanding a number of institutional changes that have 
been put in place.  
 

2. ADB Sector Strategy and Program 
 
107. ADB has long been concerned with the need to find the most appropriate modalities for 
channeling finance to productive enterprise in both the public and private sectors. Initially, ADB 
played a significant role in promoting the development of a leasing industry in Bangladesh. This 
flowed from a regional study of leasing46 undertaken in 1986 that recommended regulatory 
changes that ADB was subsequently instrumental in having enacted. This, in turn, was followed 
by ADB’s financial backing for the creation of only the second leasing company in the country.47 
Because of the assumption by the World Bank of the position of the lead DP for the sector, with 
particular responsibility for the banking sector, ADB has, since 1993, taken on a specialist role 
in promoting development and reform of the capital markets (i.e., securities markets). This has 
been done through a program loan48 and nine TA grants totaling $7 million that were either 
preparatory for the program loan or attached to it.  
 
108. Aside from facilitating the provision of finance to enterprises, ADB has been promoting 
the development of private-sector pension funds with the aim of introducing more liquidity into 
the capital market, and creating a mechanism for providing retirement pensions both for the vast 
majority of the population who presently have none and for those public employees whose 
pensions constitute a growing burden for the state. Three of the TAs have been related to this 
subject, but efforts to advance this agenda have made little headway, evidently because there is 
little support for such a strategy from the Government49 and because the continuing weakness 
and inadequate regulation of the stock market suggest it may not offer a secure basis for such 
funds. 
 

3. Impact 
 
109. It is too early to reach a final judgment as to the impact of the program loan (footnote 
48). However, there is as yet very little sign of the capital market reviving from the depressed 
state it has been in since before the program was approved in 1997, the number of listed 
companies has hardly increased from the low level prevailing before, and there are still frequent 
instances of arbitrary and nontransparent decisions by SEC, including suspension of stock 
exchange rules. A notable achievement of the program was the creation of a central depository 
based on an appropriate legal and regulatory framework. This measure is considered vital to 
assure the proper recording of stock market transactions, although it may be queried whether 
this and other reforms could not have been achieved without the support of a program loan. 
                                                 
46 TA 5184-REG: Study of Leasing in Selected Developing Member Countries (Supplementary), for $22,000, 

approved on 4 February 1986. 
47 Investment 7035/Loan 964-BAN: United Leasing Company, for $3.4 million, approved on 29 June 1989. 
48 Loan 1580-BAN(SF): Capital Market Development Program , for $80 million, approved on 20 November 1997. 
49 There is no mention of pensions (funded or otherwise) as a priority issue in the Fifth Five-Year Plan. 

Implementation of the latest TA (TA 3533-BAN: Capacity Building of the Securities and Exchange Commission and 
Selected Capital Market Institutions, for $850,000, approved on 9 November 2000) intended to prepare a project, 
or possibly program, loan has been deferred pending further clarification of the Government’s position. 
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110. ADB interventions for developing an effective SEC,50 initiating the development of the 
pension and insurance industry, and privatizing and reducing the losses of SOEs have met with 
little success. It is interesting to note that annual losses of SOEs are roughly equivalent to the 
value of ADB’s annual lending program to Bangladesh. 
 
111. ADB’s investment in the leasing company may be seen as an important, if financially 
modest, contribution to the development of the leasing industry in Bangladesh. Taken together 
with ADB’s earlier support, through policy dialogue, for reform of the regulatory framework for 
the leasing industry, this appears to be an example of a highly cost-effective intervention, the 
fruits of which may be seen in the subsequent rapid expansion of the leasing industry. 
 
112. The development of a flourishing private sector, able to operate without significant state 
support or intervention, will depend crucially on the creation of a properly functioning banking 
industry and capital market. This is obviously because without institutions able to intermediate 
funds in a way that offers both confidence to investors and affordable finance to entrepreneurs, 
the potential for growth of private enterprise cannot be realized. ADB and other DPs can play an 
important role in strengthening the capacity of financial institutions to make loans in support of 
private enterprises, particularly small and medium enterprises (SMEs), as well as providing 
funds for credit lines or one-off investment projects. 
 
113. The improvement of regulation and transparency in the functioning of the financial 
sector, and of the capital markets in particular, was central to ADB’s major program loan 
intervention. Institutional reform of SEC and stock exchange management will be vital to any 
attempt to restore confidence in the capital markets, which was so badly damaged by the 
collapse of 1996. 
 

4. Overall Conclusion 
 
114. The goal of capital market reform has been highly relevant to the strategic objectives of 
promoting growth and private sector development. However, ADB’s sector program designed 
around a program loan was inappropriate and lacked practical relevance to the objective of 
achieving meaningful capital market reform, particularly in conditions of weak commitment by 
both the Government and the private sector to the principles of regulation and transparency. 
Similarly, the allocation of significant TA resources to promoting funded pension schemes has 
been difficult to justify, given the Government’s lack of interest, a climate in which investor 
confidence is justifiably weak, and the indication in ADB’s Poverty Reduction Strategy that such 
an approach is premature for Bangladesh. 
 
115. ADB’s main interventions in the sector have been geared to supporting relatively large-
scale—and hence capital-intensive—investments that have been less oriented to poverty 
reduction than would have been the case if its program had been focused more on promoting 
finance for SMEs or more labor-intensive types of activity. The primary object to broaden 
resource mobilization has not been substantially achieved as investor confidence still remains 
poor, the stock markets remain depressed, and only 38 newly listed companies with paid-up 
capital of $145 million was generated over the 4.5 year program period (January 1998 to June 
2002). In addition, government divestment of SOEs has been slow. The floating of fake shares 

                                                 
50 The staffing constraints at SEC, which the Government had also undertaken to address in the context of the 

program loan, were still manifest at the time of the second tranche release. It is reported that because there has 
been no improvement in the rates of remuneration at SEC, a significant number of staff who have benefited from 
training under one of the TAs attached to the program loan have left for jobs in the private sector. 
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still occurs, most international accounting and auditing standards have yet to be adopted, 
investment regulations for insurance and provident funds remain impractical and restrictive, and 
the SEC Automation System, considered a significant ADB-induced achievement, is not 
effectively functioning. 
 
116. The disproportionate success of ADB’s relatively small intervention in the leasing sector 
(including a regional TA whose results formed the basis of enabling legislation) points to the 
potentially greater benefits to be obtained from promoting innovative forms of loan finance 
(compared with equity finance), especially given the likely continued importance of micro, small, 
and medium enterprises in driving growth and employment (see also Section IV.H.). 
 

5. Issues Learned and Implications for Future Strategy 
 
117. Questionable Benefits of Program Loans in Achieving Capital Market Reform. 
Given the complexity of the sector and the number of different parties involved, it is hard to 
envisage how a program loan could be designed to provide incentives to all concerned to 
commit themselves to the reform agenda. This particularly applies to private sector groups and 
vested interests that could hardly be induced by this process to change their practices in ways 
necessary to make the legislative reforms work. Given the generally weak governance climate 
in Bangladesh, it would seem more appropriate to view the process of capital market reform as 
a long-term one, where ADB’s role should properly be that of promoting policy dialogue, backed 
up by TA where this can be realistically seen as meeting a genuine demand. 

 
118. Inappropriateness of Promoting Funded Pensions in Bangladesh. For reasons 
given above, it is not clear why ADB has devoted so much effort to promoting this idea, 
especially in the light of the 1996 crash and experience elsewhere. The provision of pensions is 
at least as much a social as a financial issue and needs to be addressed in a broader economic 
context.  

 
119. Need to Concentrate Resources on Developing Loan Finance Facilities. The 
experience of the leasing project, as well as that with successful lines of credit such as the SCIP 
(see Section IV.H.), suggests that ADB can have an effective role in supporting the 
development of suitable mechanisms for the channeling of loan finance, particularly for SMEs.  

 
120. Importance of Pursuing Banking Reform. To ensure optimal results from future 
projects based on lines of credit or other forms of loan finance, ADB should be more actively 
engaged in improving regulation and transparency of the banking sector, notwithstanding the 
World Bank’s established role as the lead DP.51 In particular, the aim should be to eliminate 
cartel-like practices that have reportedly resulted in excessively high real interest rate 
structures, which favor depositors rather than borrowers while also enabling banks effectively to 
cross-subsidize nonperforming loans.52 
 

                                                 
51 This would be all the more pertinent in that there are indications that the Financial Sector Reform Program has 

achieved relatively little—cf. Submission of Mr. Habibullah Bahar, Economic Adviser, Bangladesh Bank, to ADB 
High-Level Workshop on Strategic Issues and Potential Response Initiatives in the Finance, Industry, and Trade 
Sectors (28 November 2001).  

52 Under TA 3698-BAN: Finance, Industry, and Trade Sector Review and Strategy Formulation, for $125,000, 
approved on 7 August 2001, prepared a discussion paper on banking reform and development. 
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G. Health and Family Planning 
 

1. Sector Description and Government Strategy 
 
121. Although social indicators of health, particularly life expectancy and fertility, have shown 
a strongly positive trend since independence, a fact reflected in the steady decline in the rate of 
population growth, Bangladesh remains close to the bottom of the DMCs for most such 
indicators. Moreover, while it has also recorded a long-term improvement in respect of access to 
health services (doctors, hospital beds, etc.), the situation is still woefully inadequate. This is 
reflected in the fact that annual per capita expenditure on health is still only $51—lower than all 
other Asian countries except Indonesia and the Lao People’s Democratic Republic.53  
 
122. As noted in the Fifth Five-Year Plan, “providing medical care is the constitutional 
obligation of the Government.” The need to fulfill this obligation was recognized in the aspiration 
to provide universal access to primary health care (PHC)—“Health for All”—by 2000. But 
because of the inadequacy of state resources to achieve this target, the need for private sector 
involvement, particularly of NGOs, in both health and population services is also accepted and 
has been encouraged in the last two plans. Since 1980, official policy has stressed functionally 
integrated health and family planning programs. The goal is to provide an essential package of 
high quality, client-centered, reproductive and child health care, family planning, communicable 
disease control, and limited curative services at a one-stop service point. Currently, the 
Government’s most important objectives in the area of health and population are reduction of 
infant and maternal mortality and morbidity, improvement of nutrition, and reduction of fertility to 
replacement level by 2005. At the same time, since 1990, increasing emphasis has been placed 
on PHC as the most cost-effective approach to delivering health care in a situation of chronic 
scarcity of resources. 
 

2. ADB Sector Strategy and Program 
 
123. Despite the increasing emphasis on human development and poverty reduction in ADB’s 
strategic objectives, the proportion of its total lending devoted to health care to all DMCs has 
remained more or less unchanged over the last 20 years at around 1.5%. This pattern is 
reflected in its relatively modest lending in the sector in Bangladesh. As in other DMCs, ADB’s 
sector strategy has switched from (i) supporting middle-sized hospitals to providing PHC and 
training of health personnel (including equipment and other software aspects) and promoting 
sector-wide policy reforms (such as integration of health and family planning services); (ii) from 
supporting programs and activities prescribed by the Department of Health to supporting NGOs 
with clear division of responsibilities between the Government and NGOs; and (iii) from purely 
state-owned, funded, and delivered services to a mix comprising private sector and NGOs 
operating within a state-supervised framework. ADB lending has also shifted from an emphasis 
on urban hospitals in the early years to PHC and women reproductive health as well as to 
children’s health in more recent years. More emphasis is also given to preventive rather than 
curative services. 
 
124. Since the signing of the PAPR in 2000, there is supposed to be effective convergence of 
the Government’s and ADB’s strategies in relation to the health sector, implying a substantial 
increase in allocation of resources by both parties. However, the health-related objectives 
defined in the PAPR are expressed in terms of improvements in social indicators—such as 
reductions in the level of malnutrition or infant mortality—which cannot be directly ascribed to 
                                                 
53 United Nations Development Programme. 2001. Human Development Report. New York. The comparative figures 

are based on estimated purchasing power parity.  
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provision of health-care services alone, but are also influenced by such factors as income levels 
and the adequacy of water supply and sanitation. This would appear to be out of line with the 
strategic considerations embodied in ADB’s own health sector policy, which emphasizes the 
need for investments to “focus on achieving tangible and measurable results.”54 
 
125. Between 1986 and 2001, ADB financed two projects in the health sector with a 
combined loan amount of $91 million and provided five TA grants totaling almost $2 million, 
partly for project preparation and partly for institutional strengthening of public health agencies. 
 

3. Impact 
 
126. It is difficult to assess in quantitative terms the impacts accruing from investments in 
health sector projects. While the health status has improved over the years, it is not possible to 
isolate the effects of the projects on morbidity, mortality, or fertility from the effects of other 
interventions, or of such factors as the general improvement in living conditions. Health sector 
investments, which bring about positive impacts on the health status of the people, undoubtedly 
contribute toward socioeconomic development. However, ADB projects in other sectors, notably 
water supply and sanitation, are potentially just as important in promoting improved health 
indicators. 
 
127. Notwithstanding the above, ADB’s limited lending and TA interventions almost preempt 
any meaningful measurable impact. Adding to these difficulties is the multitude of the individual 
programs of an estimated 40 DPs actively engaged in the sector. As such, although the 
deliverable outputs of the completed project55 were essentially achieved, and the quality of care 
has reportedly improved in some district hospitals, a number of ubiquitous problems affected 
project execution, and sustainability issues, due to insufficient operating budget, raise 
fundamental doubts concerning long-term impact in benefited areas.  
 
128. The ongoing project,56 described in a recent study as “a bold experiment,”57 seeks to 
strengthen the capacity of local authorities in the four major urban areas to take responsibility 
for public health care services using NGOs and other private sector operators. Although 
bureaucratic barriers initially constrained implementation, impacts are now being seen in 
(i) sustained improvements in public health centers through capacity building of city corporation 
health departments to manage, finance, plan, evaluate, and coordinate health services; and 
(ii) the introduction of major structural reforms designed to change the role of the Government 
and alter the way it relates to the private sector and NGOs through the use of partnership 
agreements. The project represents a truly innovative approach to health service delivery that is 
designed to be sustainable. It also creatively uses a process approach (for partnership 
agreements) to allow incorporation of lessons learned during implementation, and provides for 
systematic evaluation of well-defined monitorable project indicators, as well as operationally 
relevant research to test new service interventions. While it is premature to know whether the 
project will fully achieve its objective targets and outputs, it is clear that it has potential to 
systemically improve the management and delivery of health care services for the growing 
masses of urban poor. 
 
                                                 
54 ADB. 1999. Policy for the Health Sector. Manila.  
55 Loan 1074-BAN(SF): Second Health and Family Planning Services Project, for $51 million, approved on 

10 January 1991. 
56 Loan 1538-BAN(SF): Urban Primary Health Care Project, for $40 million, approved on 16 September 1997. 
57 Research Evaluation Associates for Development. 2001. Partnership Agreement on Poverty Reduction between 

ADB and the Government: Assessment of Bangladesh Health System Performance as a Measure to Alleviate 
Poverty and Improve Quality of Life. Manila. 
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4. Overall Conclusion 
 
129. Despite increasing recognition of the vital importance of improved health care to the 
development of DMCs such as Bangladesh, particularly in the context of poverty reduction and 
raising the conditions and status of women, the level of ADB support for the sector has 
remained very low relative to the size of the shortfall in resources available. There is 
understandable doubt and ambivalence surrounding the relevance or viability of a sector 
strategy based on a few one-off interventions when the major resource gap relates to recurrent 
expenditure, a point underlined by the obvious unsustainability of the ongoing project (footnote 
56) in the absence of funding once it is completed. The joint Government-ADB objective, 
enshrined in the PAPR, of achieving dramatic improvements in social indicators such as 
maternal and infant mortality rates by 2005 has not been translated into measurable targets for 
expanded delivery of health care facilities. Hence, it will not be possible to make any attribution 
of benefits to ADB or other DP-supported programs. 
 

5. Lessons Learned and Implications for Future Strategy 
 
130. Need to Provide Adequate Long-Term Allocation for the Recurrent (Operational) 
Budget. The experience with both loan projects approved during the review period points to the 
vital importance of mobilizing adequate funds for the recurrent budget. Otherwise—as in the 
education sector—there is a danger of serious inadequacy in the operation of expanded and 
upgraded physical assets for want of sufficient numbers of adequately trained staff in what is 
inevitably a labor-intensive sector, not to mention other items of recurrent expenditure. This 
point is underlined by the fact that the ongoing project (footnote 56) consists predominantly of 
funding for what is effectively recurrent expenditure (in the form of the delivery of packages of 
medical services under partnership agreement with NGOs). Since the levying of user charges is 
largely precluded under what is clearly intended to be a poverty-oriented program, consideration 
needs to be given not only to ways of encouraging the Government to raise more tax revenues 
for the purpose but also to allocating larger amounts of DP funds for the recurrent health budget 
on a long-term basis. 
 
131. Need for Greater Consistency between Project Design and ADB Policy. The change 
of ADB policy relating to user charges in 1999 has conflicted with the design of the ongoing 
project. In order to try and avoid such inconsistencies, it is desirable to anticipate the short-term 
impact of such policy changes and to facilitate corresponding changes in project design after 
implementation has started to the extent possible and appropriate. 

 
132. Need to Consider Setting More Concrete Program Targets. As already noted, the 
objectives for the health care sector, as reflected in the PAPR, are expressed in terms of 
improved health indicators such as child mortality, trends which cannot be ascribed exclusively 
to increases in the level of health care as distinct from other determining factors. Hence, 
indicators need to be developed of access to key facilities or treatments which would provide a 
more tangible measure of health care improvement and a basis for setting more concrete 
program targets at national, district, or project level.  
 
H. Industry 
 

1. Sector Description and Government Strategy 
 
133. Manufacturing has maintained a fairly constant share of GDP since 1980, fluctuating 
between 9% and 11%. Enterprises are mostly relatively labor-intensive and geared towards 
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supplying domestic rather than export markets. Partly as a legacy of Bangladesh's sudden 
accession to independence in 1971, many of its large-scale manufacturing enterprises—
including those in the textile, chemicals, and iron and steel subsectors—were taken into public 
ownership. There has been a progressive deterioration in the viability of these SOEs, which 
have been affected to varying degrees by insufficient investment, adverse market trends, and 
political pressures both to resist labor retrenchment and hold down ex-factory prices. While 
some of them have been returned to the private sector, the point has been reached where many 
of the major businesses concerned (e.g., jute textiles) would be of limited interest to potential 
private investors even if resistance to restructuring could be overcome. Hence, it is now the 
Government’s policy to allow many of these enterprises progressively to run down, although the 
Government seems to remain committed to maintaining a dominant presence in certain 
subsectors such as fertilizers. 
 
134. On the other hand, from the late 1980s, successive governments have come to accept 
the primacy of the private sector in developing manufacturing and have encouraged both local 
and foreign private investment (with notable success in the case of the export-oriented RMG 
subsector). Partly to compensate for the latter's probable future loss of competitiveness in world 
markets, the Board of Investment is encouraging foreign direct investment in other 
manufactures for export (e.g., ceramics). However, it seems likely that the main potential for 
manufacturing growth now lies in production for the domestic or regional (cross-border) markets 
and that the source of much of this is likely to be SMEs. 
 

2. ADB Sector Strategy and Program 
 
135. At least until 1988, ADB gave strong support to the development of manufacturing 
enterprise in both the public and private sectors, particularly where projects could demonstrate a 
significant backward linkage to agricultural raw materials. This support took the form of a series 
of loans (lines of credit), mainly channeled through the Government’s development finance 
institutions, as well as some selective individual loans to projects promoted by private sector 
companies. From 1988, ADB began to support, together with the World Bank, wholesale 
restructuring and privatization of SOEs and greater participation of private capital. However, the 
failure of ADB’s two industrial program loans58 totaling $180 million to achieve significant 
positive results has been followed by its withdrawal from any involvement in the public 
manufacturing sector since the cancellation of the second tranche of the second loan in 1994.  
 
136. ADB has, however, still been prepared to make selective investments in private sector 
projects. In line with its private sector development strategy, ADB’s three interventions in the 
period 1986–2001 totaling $60 million were designed to facilitate private investment (particularly 
but not exclusively foreign) in projects which otherwise might have not proceeded, using ADB 
funds and guarantees as a catalyst. With regard to support for SME development, however, 
there has been only one project approved during the review period, the SCIP (footnote 20).59 
 
137. Nine TA grants totaling about $3 million were provided over the period. Three were 
ADTAs intended to facilitate the implementation of the second industrial sector program, two 
                                                 
58  Footnote 17 and Loan 1147-BAN(SF): Second Industrial Program , for $125 million, approved on 17 December 

1991. 
59 The PCR rated the project generally successful. The project provided a much-needed boost to the rapidly 

expanding RMG industry, among others. Most economic and financial performance targets were met or exceeded. 
Nonperforming loan levels were within acceptable limits. Participating banks were strengthened. Long-term 
employment generated (40,000) exceeded appraisal targets by 25%. Women filled 60% of the jobs created which 
was more than double the appraisal estimates. Total sales generated from the 181 subloans were estimated at 
$277 million in 1997, of which $204 million were export sales. 
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were linked to the implementation of the SCIP, and two were concerned with environmental 
aspects. 
 

3. Impact 
 
138. The failure of ADB’s attempt to promote reform of the manufacturing SOEs through its 
program lending and the subsequent withdrawal from this area of intervention may have 
strengthened the Government’s commitment to greater reliance on the private sector for 
increased manufacturing investment. On the other hand, the unreformed SOEs constitute a 
continuing drain on public funds and a hindrance to rationalization of the subsectors where they 
still operate. 
 
139. As for those interventions where the ADB program has had some positive impact, the 
scale of its support has clearly been far too small to make a measurable difference to the overall 
level of sector development. Nevertheless, in the most recent instance—a private cement 
manufacturing that has yet to start operations—ADB may have played a decisive role in 
enabling the project to be implemented on the most favorable terms. This is because, aside 
from supporting the project with an investment of $50 million, ADB was able to assist the local 
sponsors in finding a foreign partner willing to participate on the basis of competitive bidding, 
and was also instrumental in persuading the Government to lower the import duty on limestone. 
 

4. Overall Conclusion 
 
140. The thrust of the sector strategy up to 1994 was fully relevant to the earlier strategic 
priority of promoting economic growth, as well as to the related aim of institutional 
reform/privatization of SOEs. The subsequent abrupt cessation of ADB involvement with the 
manufacturing SOEs reflected a justifiably changed perception as to the potential impact of ADB 
intervention, particularly in view of the intractable institutional weaknesses of such SOEs, and 
the shift in strategic priorities away from growth toward poverty reduction, which reduced the 
relevance of supporting relatively capital-intensive manufacturing. 
 
141. However, the failure to develop any clear strategy in support of more labor-intensive, 
and hence pro-poor, manufacturing growth, particularly SMEs, has resulted in a missed 
opportunity, given the importance of employment creation to meeting poverty reduction targets. 
The lack of sustained intervention in this area seems to be largely attributable to an in-built 
institutional bias against projects involving mainly lines of credit, as these are costly to 
administer relative to the amounts that can be disbursed. 
 

5. Lessons Learned and Implications for Future Strategy 
 
142. The need for adequate time and resources in preparation of program loans where 
the central aim is to bring about institutional reform as a condition of the loan. A fuller 
understanding of the circumstances and prospects of the manufacturing SOEs might have 
resulted in more realistic program design or else the abandonment of the program loan 
approach in favor of TA/policy dialogue. 

 
143. Need for Realism Over the Role of the Private Sector. Where SOEs are 
undercapitalized, as is often the case, and offer a poor prospect for return on investment, 
privatization is unlikely to be a realistic proposition. Hence, the need to lay more emphasis on 
supporting private investment in new projects, particularly those in the SME sector and/or 
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targeting the domestic market. For projects involving larger investment, ADB can have an 
important facilitating role in addition to that of minority investor. 

 
144. Need to Capitalize on the Apparent Success of the SCIP. This would appear to justify 
much more extensive support for SME development, either replicating the SCIP or other 
appropriate models (e.g., linking with NGOs in schemes along the lines of the Bangladesh Rural 
Advancement Committee’s Micro Enterprise Lending and Assistance Program). 
 
I. Rural Infrastructure 
 

1. Sector Description and Government Strategy 
 
145. The rural infrastructure sector is defined as comprising the rural road network, including 
Feeder Roads Type B and the three categories of rural roads, and rural markets. The Planning 
Commission has selected a total of about 2,100 rural local assembly and secondary markets 
called growth centers. Feeder Roads Type B and growth centers have got priority for rural 
infrastructure development, under a strategy formulated by the Government in 1984 and 
implemented under the aegis of the Local Government Engineering Department (LGED). The 
aim of this strategy is to help stimulate agricultural production and other forms of rural enterprise 
by improving access to agricultural services and inputs, as well as to markets, and improve 
access to basic services such as health and education. The achievements to date are below the 
targets set out in the 1984 strategy, but with continuing external support to the sector, the rate of 
progress has accelerated as appropriate technical standards have been established and 
planning and implementation capacity has increased. In more recent projects, both the 
Government and DPs have been giving greater emphasis to key sectoral, policy, and 
institutional issues alongside the investments in physical infrastructure. 
 

2. ADB Sector Strategy and Program 
 
146. Although ADB’s initial involvement in this sector in 1988 came about in response to an 
ad hoc government request,60 the continuing commitment is in line with ADB’s long-standing 
strong support for agriculture and rural economic growth. This was reemphasized in the 
1993 COS, which at the same time stressed the need to make proper provision for O&M. This 
concern had already been reflected in the design of ADB’s second intervention,61 which 
provided for institutional strengthening of LGED in establishing a rural infrastructure 
maintenance cell. Given the major objective of poverty reduction, the operational strategy for the 
sector has also stressed that infrastructure investments should incorporate a measure that 
increases the direct and indirect benefits to the poor. Beneficiary participation in the planning 
and implementation of rural road and market investments have been seen as likely to contribute 
to increasing the impact on the poor and to viable management of the improved infrastructure. 
The design of ADB’s third intervention,62 which brought ADB’s loan commitments to the sector 
to $253 million, has incorporated these considerations. 
 
147. In addition, four TA grants totaling about $3 million were provided during the period of 
review, two for the preparation of loan projects, and two to enhance the technical capability and 
institutional capacity of LGED and its contractors.  

                                                 
60 Loan 908-BAN(SF): Rural Infrastructure Development Project, for $99.8 million, approved on 13 October 1988. 
61 Loan 1215-BAN(SF): Second Rural Infrastructure Development Project, for $83.4 million, approved on 

21 December 1992. 
62 Loan 1581-BAN(SF): Third Rural Infrastructure Development Project, for $70 million, approved on 20 November 

1997. 
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3. Impact 

 
148. ADB project interventions in rural infrastructure have contributed to the poverty reduction 
effort, and have been targeted primarily at relatively remote rural areas of the country where 
levels of poverty exceed the national average and opportunities for economic advancement 
have hitherto been constrained by the poor transport and marketing infrastructure. Aside from 
inducing substantial savings in vehicle operating costs and increasing agricultural surplus, the 
projects generated several million person-days of additional employment both during project 
implementation as well as later on for maintenance purposes. Such income-earning 
opportunities were particularly important for landless and destitute women. However, the impact 
has been restrained in the project areas and at the sectoral level by the lack of progress on 
governance issues.  
 
149. While the notion of decentralization and devolution of powers has been accepted as a 
broad policy goal, more efforts will have to be devoted to speeding up the process and 
enhancing the capacity of local government to assume greater responsibilities. In particular, the 
achievement of sustainable O&M of the rural infrastructure created under ADB’s three 
successive projects is a matter of continuing concern in the absence of adequate revenue 
resources at local level. This in turn crucially relates to the question of financial transparency in 
the management of concerned local authorities. 
 
150. Overall, the indications are that ADB has been too concerned with implementation of 
physical targets (which were often exceeded) at the expense of adequately addressing the 
institutional weaknesses at local level. The tendency to do this has stemmed from a confidence, 
shared by other DPs, in the capacity of LGED to ensure physical implementation of the projects, 
which may have induced complacency as to the Government’s commitment to ensure effective 
devolution. This conclusion would seem to be confirmed by the lack of any TAs—or sustained 
policy dialogue—devoted to enhancing the powers or institutional capacity of local authorities. 
 

4. Overall Conclusion 
 
151. The sector program has had strong relevance to the strategic objectives of economic 
growth and poverty reduction. Although the PCRs for the first two projects (footnotes 60 and 61) 
rated them successful, there are risks affecting the sustainability of the infrastructure created.  
While the physical targets of the projects were achieved, or even exceeded, there has been little 
progress toward enhancing the role and responsibility of the local authorities, and allocating 
adequate funds for O&M. Equally important, neither ADB nor other DPs have been successful in 
overcoming the fundamental reluctance of successive governments and the civil service to 
engage in serious devolution of power from central to local government, despite their rhetorical 
support for it. 
 

5. Lessons Learned and Implications for Future Strategy 
 
152. The Vital Importance of Enhancing the Capability of Local Government. The long-
term objective for the rural infrastructure sector should be to enable local communities to be 
responsible for their own development and management. This is necessary not merely in order 
to maximize the cost-effectiveness of rural infrastructure development and O&M but, more 
importantly, because of the contribution it can make to strengthening the movement toward 
participatory development, a goal recognized as crucial to attainment of ADB’s poverty 
reduction objectives in the context of broader improvement of governance. In this regard, the 
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scope for greater interaction with NGOs in raising awareness among disadvantaged social 
groups, particularly but not exclusively poor women, should be explored. 
 
153. The Need to Focus More Strongly on Institutional as well as Physical Outputs. The 
PCRs for the first two projects (footnotes 60 and 61) concentrated their attention on the physical 
achievements and hence came to the conclusion that the projects were successful. However, it 
is clear that, despite a clear recognition at the time of appraisal of the importance of viable O&M 
arrangements to assure sustainability, the necessary institutional reforms were largely not 
achieved. Indeed, it is arguable that the over-fulfillment of physical outputs actually exacerbated 
the already deficient provision for O&M. The recently approved Rural Infrastructure 
Improvement Project63 includes a strong governance component and innovative reforms to 
enhance the role and responsibilities of union councils in the management and maintenance of 
the infrastructure. In addition, PPARs should be prepared for the two completed projects to 
derive more soundly based lessons as to the appropriate design of similar projects in the future. 
 
154. Need for More Effective Integration with Other Sector Programs. The justification for 
interventions in this sector is that they can not only generate a positive supply response from 
farmers and traders in the areas affected but also stimulate the emergence of new small 
businesses, and facilitate access of the poor to health, education, and other services. However, 
in the absence of accessible microcredit, PHC, or education facilities, such benefits would 
remain largely theoretical for most of the poor. To ensure that they are in fact realized will 
require ADB, in conjunction with concerned government authorities, either to structure its other 
sector programs to enable them to have complementary impact, or act in concert with other DPs 
and/or NGOs to similar effect. 
 
155. Need for Better DP Coordination. The large number of DPs involved in the sector may 
have contributed to their collective inability to exert more effectively on the Government to make 
the necessary institutional reforms, all the more so because of the relative competence of LGED 
in managing the physical implementation of projects. 
 
J. Transport 
 

1. Sector Description and Government Strategy 
 
156. For the purposes of this evaluation, the sectoral coverage is confined to land transport, 
since all ADB interventions during the review period were in the road and railway subsectors, 
with the former accounting for 85% by value of all ADB interventions in the sector. This focus 
was understandable, given that, in line with global trends, road emerged as the most cost-
effective mode of transport while it was also one in which Bangladesh long suffered from 
seriously deficient infrastructure, not least because of natural obstacles to its development 
(large rivers with shifting courses and subject to heavy flooding). As a result of this combination 
of factors, the road subsector accounted for all of the net growth in inland transport from 
independence to 1993, during which period its traffic volume grew by 88%, while that of water 
and railway declined in almost equal proportion. The rapid growth of road transport was 
facilitated by the sustained expansion and upgrading of the road network since the 1970s, from 
4,039 kilometers (km) of paved roads in 1986 to 11,663 km in 1996. At the same time, there 
was extensive development of feeder roads in the context of enhancing rural development. In 
contrast, railway transport, which had been the dominant transport mode until the mid-1970s, 
saw very little network growth. Likewise, the rapid development of road haulage and bus 

                                                 
63 Loan 1952-BAN: Rural Infrastructure Improvement Project, for $60 million, approved on 2 December 2002. 
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services over the past 2 decades has contrasted with limited expansion of railway services or 
carrying capacity. 
 
157. In the road subsector, the government strategy, which has been strongly influenced by 
DPs, has been directed toward (i) enhancing the national road network, particularly along 
strategic corridors (with particular stress on completion of the Jamuna Multipurpose Bridge); 
(ii) developing the rural feeder road network; (iii) improving the management and performance 
of road transport parastatals; (iv) increasing the scope and incentives for private sector 
participation; (v) improving resource mobilization through introduction of user charges; and 
(vi) institutional reform, particularly of the Roads and Highways Department. The policy of the 
Government for the railway subsector, as reflected in successive five-year Plans, has 
consistently placed most emphasis on the expansion and upgrading of the network and of 
rolling stock, with a view to exploiting opportunities for freight traffic growth in particular. For this, 
the Government has depended almost totally on DP funding. Under pressure from the DPs, it 
has also taken steps to reduce BR’s chronic financial deficit. There has, however, been only 
hesitant official acceptance of the need for major institutional reform, particularly in respect of 
the DPs' central demand for corporatization of BR and, hence, its separation from the Ministry of 
Communications. 
 

2. ADB Sector Strategy and Program 
 
158. ADB's strategy for the road subsector in Bangladesh has evolved since the 1980s from 
being primarily concerned with financing one-off road projects in response to government 
requests and priorities to a more integrated approach in which its loans are linked to more cost-
effective use of resources and restructuring of subsector management. In this connection, ADB 
has been seeking, along with other DPs, to ensure a more consistent allocation of budgetary 
resources to road maintenance. It has also laid increasing stress on greater participation of 
private capital wherever feasible, notably by promoting the introduction of toll roads. As the lead 
DP for the railways, ADB has for many years lent its support to enhancement of both BR's 
network and equipment, although most of its investments in the subsector were approved prior 
to 1986. However, since the early 1990s, as in the road subsector, ADB strategy has placed 
increasing emphasis on institutional reform and efficiency improvement, recognizing that BR 
had become one of the most heavily loss-making SOEs. 
 
159. Between 1986 and 2001, ADB financed 12 projects in the transport sector (roads-10, 
railway-2) with a combined loan amount of $1,025 million, making it by far the biggest sectoral 
recipient of ADB assistance during the period. In addition, eight TA grants totaling about 
$7 million were provided to the road subsector (including one for preparation of a road master 
plan), and 12 TA grants totaling $6 million to the railway subsector. The latter comprised seven 
ADTAs for organizational reforms and institutional strengthening, and five TAs for project 
preparation, although only one resulted in a loan.64 The other ADB-financed railway project65 
was designed under TA from another DP.  
 

3. Impact 
 
160. The clearest instance of decisive ADB impact is the Jamuna Bridge Project.66 This is not 
because of the size of ADB’s contribution either to the funding or implementation of the 
project—which was equaled by those of the World Bank and the Japan Bank for International 
                                                 
64 Loan 1310-BAN(SF): Railway Recovery Program , for $80 million, approved on 8 September 1994. 
65 Loan 1561-BAN(SF): Jamuna Bridge Railway Link Project, for $110 million, approved on 2 October 1997. 
66 Loan1298-BAN(SF): Jamuna Bridge Project, for $200 million, approved on 8 March 1994. 
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Cooperation—but because of its stronger sustained commitment to the project in the face of 
significant skepticism from the two DPs. Also, aside from solid early indications of the project’s 
long-term financial and economic viability, a recently completed study67 on its poverty impact 
quantified substantive benefits to the poor in the country’s most economically depressed 
northeast region. 
 
161. ADB’s major interventions in the road subsector, along with that of other DPs, 
contributed significantly to the expansion and improvement of the nation’s road network. While 
the induced economic growth and poverty reduction impacts of these interventions have been 
notable, inadequate attention (until recently) and resultant lack of progress on a plethora of 
governance issues, most particularly O&M, have mitigated impact and threaten quality 
improvement gains. 
 
162. To the extent that ADB has been the funding agency with principal responsibility for 
maintaining and enhancing the capacity of the South East Corridor—including the country’s 
principal road artery between Dhaka and Chittagong—it has clearly had an important impact in 
sustaining the rapid growth of traffic on this route of vital economic importance, together with the 
Japan Bank for International Cooperation that funded the two major bridges on this road artery.  
 
163. In the railway subsector, while the first intervention (footnote 64)—in combination with 
long-term pressure from ADB and other DPs—has had some impact in stemming BR’s financial 
deficit, at least for a time, it is clear that the necessary fundamental change in the structure and 
management of the subsector has not occurred to more than a superficial extent.68 There is 
already ample evidence that the resulting benefits have not in all cases proved sustainable. The 
main reasons for believing this are that (i) it is reported that many of those who took redundancy 
under the staff retrenchment program were among the best trained employees and, while still 
greatly overstaffed, shortages in skilled positions is a serious problem; (ii) operating losses have 
recurred since 1999; (iii) it continues to lose market share in the transport sector and its overall 
value-added in the sector is small; (iv) total operating subsidies continue to increase; and (v) the 
legislation needed to give the Bangladesh Railway Authority legal control over BR has not been 
enacted, so that it has no real power to exercise independent authority. In the absence of a 
genuine commitment, particularly to corporatization of BR, it is doubtful whether the benefits of 
the ADB railway subsector program will prove durable. A $70 million cost overrun and 15-month 
delay in project completion has occurred for the second railway intervention, which is still under 
construction. 
 

4. Overall Conclusion 
 
164. The loan interventions in the road subsector during the review period have been in line 
with the original strategic priority of promoting economic growth. They have also been 
consistent with the more recent overarching goal of poverty reduction, if only because the high 
population density along main corridors tends to ensure that highway improvements provide 
direct benefits to significant numbers of poor people, a fact confirmed by extensive ADB-funded 
research. ADB has correctly been putting heavy emphasis on providing for O&M of 
constructed/upgraded roads in recent years, but it will probably need to consider significant 
further investment in upgrading the network in order to meet the still rapidly growing demand. 

                                                 
67 TA 3681-BAN: Jamuna Bridge Impact Study, for $150,000, approved on 3 July 2001. 
68 These included (i) a reduction in staff numbers (from 55,000 to 38,000) between 1994 and 1999; (ii) elimination of 

operating losses as a result of staff reductions and increased cost recovery (mainly through fare increases and 
reduction of ticketless travel); and (iii) termination of open-ended subsidies (through the establishment of a Public 
Service Organization grant in line with practice in railways elsewhere in the world). 
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165. Although DP coordination in the roads subsector is satisfactory and there is thus no 
basis for attributing greater impact to one DP program rather than another, ADB clearly had a 
decisive role in promoting and formulating the major single project in the subsector approved 
during the review period, the Jamuna Bridge (footnote 66). Indeed, it is possible to claim that, 
without the strong advocacy of ADB in face of the strong doubts of the World Bank in particular, 
the project would not have been implemented. 
 
166. In contrast, the ADB program for the railway subsector, centered on a highly appropriate 
strategy of reforming BR, has had limited impact in the face of government indifference or 
outright resistance. Thus, prolonged policy dialogue combined with extensive TA and a program 
loan have failed to secure sustainable reforms or performance improvements.  
 

5. Lessons Learned and Implications for Future Strategy 
 
167. The Central Importance of Institutional Reform and Cost Effectiveness. In both 
subsectors, there has been a growing recognition that the traditional ad hoc approach to 
investment in transport infrastructure is not compatible with the strategic priorities that have 
emerged since the end of the 1980s. Even where, as in the case of road transport, substantial 
economic returns on such investment can be demonstrated, implementation can only be 
justified if adequate budgetary provision for cost-effective maintenance can be assured. 

 
168. The Value of Effective Coordination and Strategic Integration. The evident success 
of the Jamuna Bridge Project (footnote 66) has validated ADB's central role in securing support 
from other major DPs, albeit with some costly delays. ADB’s influence was likewise vital in 
ensuring that the bridge incorporated a rail link, even though the full vindication of this decision 
remains contingent on achieving more fundamental reform of BR. 

 
169. Need for Adequate Resourcing of Project Preparation. Frequent instances of road 
projects needing to be redesigned or provided with supplementary financing because 
deficiencies at the preparation stage suggest that there may be a tendency to under-resource 
this part of the project cycle, often with adverse consequences for the duration and cost of 
implementation. In contrast, the thorough care taken to ensure that the Jamuna Bridge Project 
was prepared has clearly paid off in terms of ensuring timely and efficient implementation. 
 
K. Urban Infrastructure 
 

1. Sector Description and Government Strategy 
 
170. The rapid growth of urbanization in Bangladesh—reflected in a rate of urban population 
growth four times higher than that in rural areas—has resulted in severe shortage of basic urban 
infrastructure, serviced land, and housing. In spite of government interventions, about one third 
of people in urban areas still depend on earth latrines. Local flooding is frequent and is a 
constant threat to health and property. Environmental conditions in many of the urban areas are 
unfriendly with discharge of raw sewage and industrial pollutants into the river systems, 
contamination of groundwater, and perennial ponds of standing, often polluted water. However, 
the access of the urban population to safe drinking water considerably improved, from 38% in 
1993 to 50% in 1999. At the same time, the aggregate number of the absolute poor grew from 
7.9 million in 1985–1986 to 13.2 million in 2000, even though the proportion of the urban 
population defined as poor declined. According to an estimate from 1999, 50% of the urban 
population of Bangladesh lived below the poverty line and in slums and squatter settlements. 
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171. Serious government interest in urban development dates back to the severe floods of 
1987 and 1988, which revealed the major inadequacies of urban drainage and other 
infrastructure, and prompted the Government to request support from DPs. This was followed 
by the formulation of (i) a national Flood Action Plan (FAP), covering rural areas also; (ii) a 
National Housing Policy, emphasizing the need for measures to decentralize investments to 
secondary towns to reduce the pressure on metropolitan cities; and (iii) an Urban Management 
Policy setting out the need for strengthening pourashavas (municipalities) and enhancing their 
financial autonomy. Successive governments have reiterated their commitment to enhancing 
the capacity and accountability of pourashavas, with emphasis on the role of NGOs in 
supporting this process. 

 
2. ADB Sector Strategy and Program 

 
172. In line with the 1989 COS, ADB committed itself to support national and regional 
schemes for flood control following the successive disasters of 1987 and 1988. In fulfillment of 
this pledge, it approved two loans in 1991 and 1992 in support of flood control projects in Dhaka 
and other urban centers under the Government’s FAP. In addition, ADB financed in 1989, 1990, 
and 1993 urban infrastructure projects, with particular focus on water supply and sanitation. 
 
173. By 1995, ADB became the lead agency in the urban sector in Bangladesh. To support 
urban development initiatives undertaken by the Government, ADB was active at both the policy 
and operational levels. The Urban Management Policy, approved in 1994, was an outcome of 
the policy dialogue pursued by ADB. It stipulated a number of measures to establish an 
enabling policy, institutional, and financial framework for enhanced urban management and 
strengthening urban local government. Hence, the only subsequent ADB loan to the sector69 
incorporated important incentives for institutional reform designed to enhance cost-effectiveness 
of sector management, and for greater participation of communities, NGOs, and private 
contractors. Likewise, more emphasis was laid on cost recovery and the institutional capacity of 
the local authorities to ensure the sustainability of investments in infrastructure, particularly 
O&M.  
 
174. The six loans provided by ADB during the period of review totaled $310 million. In 
addition, 10 TA grants totaling $9 million were provided, most of them for preparation of the loan 
projects. Two ADTAs were related to important fields pertinent to urban development, viz., land 
administration and the housing sector. 
 

3. Impact 
 
175. Based on the available documentary evidence, a rather mixed picture of the impact of 
ADB interventions emerges. It appears from the PCRs for two secondary towns projects70 that 
they contributed to significant improvement in the environmental conditions of the low-income 
residents, as well as toward the creation of planned and environmentally sound housing 
conditions. The overall improvement in the environment resulted in substantial public health 
benefits with lower incidence of disease and increased productivity. In the case of a project in 

                                                 
69 Loan 1376-BAN(SF): Secondary Towns Infrastructure Development Project II, for $65 million, approved on 

19 September 1995. 
70 Loan 1059-BAN(SF): Secondary Towns Infrastructure Development Project, for $43 million, approved on 

4 December 1990; and Loan 1202-BAN(SF): Secondary Towns Integrated Flood Protection Project, for $55 million, 
approved on 3 December 1992. 
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Dhaka,71 however, a recent PPAR reveals a much less satisfactory outcome, largely as a result 
of deficient project planning and weak or corrupt oversight of project implementation. 
Consequently, many of the housing plots redeveloped by the project for the use of low income 
groups were sold on to developers who were allowed to build multi-story apartment blocks on 
them. This contributed to a growth in the population of the project area to over six times the 
level projected at appraisal, thus tending to negate many of the environmental and 
infrastructural improvements the project was intended to bring about. 
 
176. The two flood protection projects have clearly been successful in serving their primary 
objective of creating a flood-free environment in the urban areas affected. This was 
demonstrated in the severe floods of 1998, when the works implemented under the two 
projects—even though not complete—were able to keep most of the beneficiary areas free of 
flooding. However, the long-term sustainability of these benefits remains in doubt. 
 
177. While the sector program has thus demonstrated the potentially great positive impact 
that such interventions can have on urban living conditions in Bangladesh, the failure to induce 
adequate institutional change—notwithstanding extensive ADB support for capacity building in 
the pourashavas and other concerned bodies—is a matter of serious concern. Thus, while it 
remains to be seen whether the kind of incentives for improved performance by pourashavas 
offered under ADB’s last intervention (footnote 69) will prove effective, it cannot be assumed 
that such improvements will occur in the absence of a more direct challenge to the vested 
interests still upholding the status quo. 
 

4. Overall Conclusion 
 
178. While the importance of developing the urban infrastructure sector is increasingly 
obvious—and of particular relevance to the goal of poverty reduction—the achievements of the 
ADB program to date have been at best mixed for several reasons: (i) project design has failed 
to take adequate account of the concerns of local communities and of the need to increase their 
empowerment; (ii) project implementation has often not been in line with the specified outputs, 
and covenants have not been complied with; (iii) while ADB has played an important role in 
inducing the Government to develop a relevant policy for the urban sector and enhancing the 
capacity of pourashavas, its projects have had little success in securing the implementation of 
these reforms at local level; and (iv) while the flood protection interventions have already yielded 
important benefits in the 1998 floods, their sustainability remains in doubt against a background 
of still weak urban administration and cost recovery. 
 

5. Lessons Learned and Implications for Future Strategy 
 
179. Governance: The Overriding Issue. There is a clear linkage between the chronically 
weak financial position of municipal authorities, their lack of autonomy, and the absence of 
accountability and community participation. The failure of successive governments to take 
effective steps to change this situation suggests an obvious lack of political will, even though 
there have been some signs of greater government willingness to implement reforms since 
1996. Hence, as concluded in the recent PPAR, “ADB should carefully review appropriate 
institutional alternatives before implementing future urban infrastructure projects.”72 More 

                                                 
71 Loan 942-BAN(SF): Dhaka Urban Infrastructure Improvement Project, for $24.2 million, approved on 12 January 

1985. 
72 ADB. 2001. Project Performance Audit Report on the Dhaka Urban Infrastructure Improvement Project in 

Bangladesh. Manila. 
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broadly, ADB needs to apply sustained pressure at both central and local levels to enhance 
transparency and local accountability. 

 
180. Community Participation in Project Design. The understanding of the need to involve 
the community in project preparation and implementation is slowly increasing, but a lot of work 
is still to be carried out in this area as projects tend to follow predominantly the blueprint, or 
engineering, approach. The involvement of beneficiary groups in the process needs to be 
increased, although the extent to which this is possible will vary from one location to another 
depending on the level of awareness. Potentially the community could be involved in all stages 
of planning, implementation, monitoring, and evaluation if they are properly made aware of their 
duties and responsibilities. 

 
181. The Need for More Sustained DP Involvement. Despite the evidence of the 
substantial economic and social benefits that can result from improvement of the urban 
environment resulting from enhancements to infrastructure,73 the intervention of DPs has been 
limited and intermittent. This particularly applies to Dhaka, where there has been no major ADB 
infrastructure project since 1991, while other DP interventions have been mainly limited to water 
supply improvements. Moreover, the implementation of ADB’s first project in Dhaka (footnote 
71) demonstrated the danger of creating distortions—in terms of population shifts and land 
values—by concentrating resources on improving one area while others remain unimproved. 

 
182. Need for Caution About Performance-Based Allocation Approach in Future 
Projects. As there are some reservations concerning the suitability of the form of performance-
based allocation (reward/punishment) approach being applied at pourashava level under the 
ongoing project (footnote 69), it is recommended that this approach be followed further only 
after a proper evaluation of its effect has been undertaken.  
 
L. Water Resources  
 

1. Sector Description and Government Strategy 
 
183. Bangladesh is located within the floodplains of three great rivers—the Ganges, the 
Brahmaputra (Jamuna), and the Meghna. These three river systems drain a catchment area of 
about 1.72 million square kilometers, of which only 7% lies within Bangladesh. This deprives the 
country of effective control over the inflow of water and sediment that discharge into the Bay of 
Bengal, and highlights the critical importance of regional cooperation with India and Nepal. The 
country’s intricate network of 262 rivers carries a huge annual discharge (over 1,000 billion 
cubic meters [m3]) and sediment load (500 million to 1,500 million m3), causing shifting of 
channels and bank erosion. Withdrawals in upstream areas seriously affect socioeconomic 
growth, the environment, and the ecology. The habitat of fish, a major source of protein for the 
rural poor, is under threat from the increasing conversion of land to agricultural use. Inland 
navigation is hindered by blockages in the river delta. Meanwhile, the need for water is 
increasing along with the salinization of the coastal belt and degradation of the ecosystems.  
 
184. Because of its unique topography, the management of water resources heavily 
influences agricultural performance. Excessive water during the monsoon, which inundates an 
annual average of 27% of the net cultivable land,74 and acute scarcity during the dry season are 
two extreme factors that underline the need for effective management of flood, drainage, and 
irrigation. Bangladesh has an estimated 25,000 km of drainage channels, and since the late 
                                                 
73 Cf. Binayak Sen. 1999. An Assessment of Poverty Reduction Objective of ADB’s Operations in Bangladesh.  
74 In a severe flood year, up to two thirds of the country’s territory may be inundated by floodwaters. 
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1960s, has built flood embankments covering a total length of almost 9,000 km. However, 
almost no provision has been made to protect embankments against riverbank erosion; 
consequently, many reaches have been retired75 more than once and/or repaired/rebuilt many 
times over. The management of water resources thus involves the problems of flooding and 
drainage on the one hand, and the management of irrigation under both public and private 
ownership on the other. 
 
185. Bangladesh has a major aquifer with excellent storage and transmission characteristics. 
While estimates differ, the Master Planning Organization claims that the available recharge of 
the aquifer is about 21 billion m3 annually. The tapping of this tremendous resource has been a 
primary factor in contributing to the gains in rice production, and in meeting demands for 
domestic and industrial use. However, the discovery of life-threatening levels of arsenic in this 
key resource throughout much of the country,76 now recognized to be at least partially 
attributable to the rapid expansion of tubewells, has introduced potential economic and social 
problems of devastating proportions.  
 
186. Modern irrigation,77 introduced in the early 1960s, was almost entirely dependent upon 
utilization of surface water. Extraction of groundwater assumed greater importance over time. At 
first, low-lift pumps (LLP) drawing upon surface water, then suction-mode STW drawing from 
near-surface aquifers and then, force-mode deep tubewells exploiting the deep aquifers were 
successfully used for expanding irrigation in the country. The contribution of groundwater and 
surface water irrigation in total irrigated area was almost the same in FY1984/85, namely about 
0.9 million hectare (ha) each. Total irrigated area more than doubled over the next 15 years, to 
4.0 million ha in FY1999/00, largely due to an increase in groundwater irrigation (especially 
STWs), which increased more than three times over the same period. As a result, the share of 
groundwater irrigation in total irrigated area rose to 73%. Master Planning Organization 
estimates indicate that out of 9.0 million ha of total cultivable area, 7.6 million ha are suitable for 
irrigation. Consequently, there is considerable potential for further expansion of irrigation. 
Whether this potential will actually be exploited or not and if so, at what rate, will largely depend 
on the technological options available and economic and financial viability. 
 
187. The water resources sector dominates agriculture in Bangladesh. Based on the 1964 
Water Master Plan, 59 large FCD projects were formulated to increase the production of 
monsoon season crops, in particular aman rice. By the mid-1980s, many of these projects had 
been successfully completed. However, the adverse impacts on fisheries, navigation, domestic 
and industrial water supply, biodiversity, salinity, and the ecosystem as a whole were largely 
overlooked. Starting in the mid-1970s and continuing through the 1980s and 1990s, government 
strategy shifted to increasing foodgrain production by improving yields of dry season crops, 
especially high-yielding variety boro rice. This strategy emphasized low-cost, labor-intensive, 
quick-yielding irrigation development through the rehabilitation of existing systems, and the 
development of minor irrigation such as LLPs for surface water development and STWs or deep 
tubewells for groundwater development. As part of the strategy, the trade and regulatory 
framework for minor irrigation development was liberalized, with a large role for market forces 
and private initiatives. 
 

                                                 
75 In retirement, embankments are effectively abandoned and new embankments constructed behind the retired 

ones. 
76  The problem was officially recognized by the Government and DPs in the early 1990s, although sources indicate 

that the scientific discovery of the problem dates to the mid-1980s. 
77 Controlled application of irrigation water, in contrast to wild flooding during high river flows. 
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188. In response to the unprecedented floods of 1987 and 1988, 26 studies and pilot projects 
were carried out, financed by DPs including ADB, and culminating in the preparation of the 
1995 FAP. The FAP generated a consensus on a number of issues, among them (i) a softer 
controlled-flooding concept in place of highly capital-intensive full flood control; (ii) an emphasis 
on dredging to improve drainage; (iii) the need to involve beneficiaries in the development 
process and to ensure that investments are environmentally sound; and (iv) the need to set up 
sound policies and an enabling institutional framework to develop integrated, participatory, and 
sustainable water management and define a long-term sector policy and plan. 
 
189. The Government’s current water resources investment plan is documented in the 
Bangladesh Water and Flood Management Strategy, approved in 1995 and updated in 
1998 following the Ganges Water Treaty with India, and the Fifth Five-Year Plan, 1997–2002. 
The former led to the preparation of the National Water Policy in 1999 and the National Water 
Management Plan in 2002. The National Water Policy sector objectives are to (i) ensure the 
availability of water to all elements of the society, taking into account the particular needs of 
women and children; (ii) accelerate the development of sustainable public and private water 
delivery systems with appropriate legal and financial measures and incentives; (iii) bring 
institutional change that will help decentralize the management of water resources and enhance 
the role of women in water management; (iv) develop a legal and regulatory environment that 
will help the process of decentralization, sound environmental management, and improve the 
investment climate for the private sector in water development and management; and 
(v) develop a state of knowledge and capability that will enable the country to design future 
water resources management plans by itself with economic efficiency, gender equity, social 
justice, and environmental awareness to facilitate achievement of the water management 
objectives through broad public participation. Based on these objectives, the core water sector 
strategies of the National Water Management Plan include (i) strengthening water sector 
institutions; (ii) undertaking comprehensive studies on major investments; (iii) increasing 
efficiency of completed water resource schemes by rehabilitating works and transferring 
management to local beneficiary organizations; and (iv) providing river bank protection and 
channel maintenance. In the investment portfolio, small-scale water resources interventions 
have been given high priority in the short and medium term, because they involve relatively 
lower costs and higher returns, quicker gestation periods, more manageable stakeholder 
conflicts, smaller environmental impacts, and, hence, greater opportunities to address rural 
poverty problems in a holistic manner. 
 

2. ADB Strategy and Program  
 
190. For the period under review, ADB’s strategy for the water resources sector has 
essentially mirrored that of the Government in terms of investment priorities—a gradual weaning 
away from new large-scale flood control, drainage and gravity irrigation development, to 
rehabilitation and upgrading of existing FCD and minor irrigation based on tubewells and LLPs. 
The FCD program was essentially a reaction to the major floods of 1987, 1988, and 1998, which 
caused catastrophic damage to water sector infrastructure. Other than the change in targeted 
investment interventions, the overall strategy has remained fairly consistent over the period and 
in its current form consists of the following elements: (i) support of integrated and sustainable 
water resources development and management by enhancing stakeholder participation and 
empowerment, improving financial efficiency and sustainability, and improving the living 
conditions for the rural poor, while not disturbing the natural environment; (ii) development of the 
necessary policies and institutional framework and capacities of central and local governments, 
as well as community organizations to enable these processes; and (iii) focus on (a) effective 
upgrading and rehabilitation of small-scale water resource infrastructure along with the 
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development of water management associations, which have demonstrated growth and poverty 
reduction benefits in rural areas across a wide range of stakeholders; and (b) institutional 
development for sound water resources management and service delivery system, including 
cost recovery, O&M, and capacity development for strategic, integrated, and participatory 
planning and implementation of water resources management schemes. The current strategy is 
in line with ADB’s water policy.78  
 
191. Between 1986 and 2001, ADB financed 12 projects in the water resources sector with a 
combined loan amount of $460 million. In addition, 14 project preparatory TAs for $6 million and 
12 ADTAs for $13 million were provided. The latter primarily involved capacity building for the 
two major executing agencies in the sector (the Department of Agriculture and Extension and 
LGED), but also covered O&M, participatory approaches to water resources development, as 
well as studies for surface and minor irrigation development and privatization. Significantly, 
there have been no ADB-financed ADTAs for the irrigation subsector since 1993.79 
 

3. Impact 
 
192. ADB’s investments in the water resources sector contributed to (i) significant increases 
in agricultural production (almost exclusively rice); (ii) increased farm and off-farm income to 
hundreds of thousands of direct and indirect beneficiaries, the majority of whom were poor; 
(iii) short-term and long-term employment for the landless as well as better-off entrepreneurs; 
(iv) a long-term trend of declining real prices of rice; and (v) rehabilitation and protection of key 
physical and social infrastructure essential to restoring normal levels of economic and social 
activities following the three major floods. Significantly, most investments were in areas with 
poverty levels higher than the national average. 
 
193. However, with few exceptions, economic and social benefits, and hence the poverty 
impact, were lower than anticipated due to a variety of factors: (i) poor governance, (ii) low 
priority for adequate O&M and cost recovery, (iii) destruction of facilities by floods, (iv) planning 
and design studies that often did not meet the needs of beneficiaries, (v) many instances of 
poor-quality construction, (vi) the general lack of beneficiary participation, (vii) seemingly 
intractable weakness of the executing agencies, and (viii) poor linkages with and support from 
other concerned government agencies and NGOs.80 The sustainability and economic viability of 
almost all projects is threatened by poor O&M, the insufficient priority given to riverbank erosion 
that threatens flood control embankments, and the declining profitability of tubewell irrigation for 
rice, notwithstanding the continued high urea fertilizer and energy subsidies. Nevertheless, the 
Government, ADB, and DPs have given significantly more attention to many of these issues in 
recent years.  
 
194. Poverty impact has also been diminished by two additional factors. The first, which is 
beyond any effective control, is the fact that the overwhelming majority of farmers are landless 
or near landless, operating less than 0.5 ha. The average farm size has been declining for at 
least the last 40 years, and the number of farmers in this category has been increasing both in 
relative and absolute terms as new agricultural land is essentially exhausted. The second factor 
                                                 
78  ADB. 2000. Water for All: The Water Policy of the Asian Development Bank . Manila. 
79 This excludes TA 3328-BAN: Chittagong Hill Tracts Region Development Plan, for $1 million, approved on 

8 December 1999, which was primarily concerned with integrated rural development, and grant TA 2564-BAN: 
Beneficiary Participation and Project Management, for $6.8 million, approved on 2 May 1996, cofinanced by the 
Netherlands. 

80  Support from agencies with mandates for extension, research, seed, credit, rural roads, storage, marketing, 
fisheries, and forestry. Poor linkages are attributable to governance issues, weak supporting agencies, and project 
design. 



 

 

49

was the strategic decision to finance irrigation for the sole purpose of increasing the production 
of rice, a low value-added crop. Given these factors, along with the already high level of labor 
input intensity, even a significant increase in yield and cropping intensity from flood-protected 
tubewell-irrigated land would be insufficient to raise farm and off-farm income above poverty 
levels. Clear evidence of this is demonstrated by the national achievement of rice self-
sufficiency yet the stubbornly high rate of rural poverty. 
 
195. Environmental impacts have been positive overall in terms of better flood protection, 
lower incidence of waterborne diseases, and better nutrition induced by higher incomes. 
However, this has been offset by the negative impacts of decreased open-water capture fishing 
(a major source of protein for the rural poor), declining soil productivity (flooding was the primary 
source of soil nutrient replenishment), the disruption of inland water transport, and the 
widespread incidence of arsenic contamination.  
 
196. Because of the above factors, national impact has probably been relatively modest. In 
addition, ADB’s interventions were small compared to the needs of such a vast country; and 
financial resources from ADB, to some extent, may have released government resources for 
less viable projects.  
 

4. Overall Conclusion 
 
197. ADB’s long-standing commitment to the water resources sector has been closely linked 
to its successive overarching objectives of economic growth via the sector’s crucial role in 
increasing agricultural output, and poverty reduction through enhancing income security among 
the rural poor. These themes are evident from the successive COSs and interventions. The 
importance given to the sector in the program has been justified, given that agriculture 
continues to dominate the national economy and involves the majority of the nation’s population 
and the poor. Sector interventions have been commensurate with government priorities, which 
with DP encouragement, shifted from large-scale flood protection drainage and irrigation 
systems to small-scale rapid-yielding programs in support of tubewell irrigation development. 
ADB also had a strong coordinating role in the FAP development in 1989, which in turn 
moderated demands by the Government and some DPs for massive civil engineering works, the 
technical and environmental outcomes and economic viability, of which were uncertain.  
 
198. Overall, ADB has had limited success in improving the institutional performance of the 
sector’s two primary executing agencies, although LGED has shown measurable progress. Little 
progress was made in dealing with deficient O&M of existing FCD schemes as well as irrigation 
cost recovery. From the early 1990s, there has been a greater degree of beneficiary 
participation, with local councils becoming more involved in O&M of smaller schemes, but a 
fundamental reform of the institutional framework has yet to be undertaken. Lack of progress in 
this area has been due to governance issues, a relatively unfocused ADTA program, and the 
failure of DPs to work more cooperatively in promoting reform. 
 
199. The demands of water management that have evolved in Bangladesh are complex and 
diverse. Agriculture, particularly rice cultivation, is the most dominant activity in rural life, and 
calls for the protection of agricultural land from seasonal floods to ensure sufficient income and 
food security to rural population. However, many rural families, particularly the poor, also need 
water for capture fisheries, livestock breeding, jute retting, and other economic activities for 
subsistence purposes in the monsoon season. Most waterways of the country serve as an 
important transport network. Rural households need access to adequate and safe domestic 
water, which is increasingly under competition with groundwater exploitation for irrigation 
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purposes in the dry season, and is also, in many cases, threatened by arsenic contamination. 
Finally, water is a vital resource for the maintenance of the country’s natural ecosystems and 
biodiversity, particularly wetlands, which are deemed to be among the richest in the world. 
Given these diverse interests in water resource use against a backdrop of poverty, it is essential 
to manage this critical resource in a strategic, integrated, and participatory manner. 
 
200. Given the growing dependence on STW irrigation for future agricultural growth, the 
declining economic returns from such irrigation are a major concern. This calls for provision of 
support services (e.g., technical and aquifer information services, and mechanical training), 
credit to farmers and equipment traders, research and extension of appropriate on-farm water 
management technology, optimal utilization of irrigation equipment, and effective O&M. 
Improving the entrepreneurial capacity of tubewell owners/managers and electrification of 
tubewells with regular power supplies can reduce O&M costs, increase command area per 
pump, and lower water cost per unit of land.81 
 

5. Lessons Learned and Implications for Future Strategy 
 
201. Sufficient time and motivational efforts should be provided in the formation of 
stakeholder institutions such as water management associations. A firm institutional basis 
should be established before initiating any physical works. 
 
202. Need for Involvement of Beneficiaries in Project Design. Project beneficiaries should 
be sufficiently consulted on adopting new policies, such as cost recovery, during project 
preparation. Area development projects involving public agencies and NGOs can be 
implemented without much difficulty. However, details need to be fully worked out during 
appraisal for smooth O&M. Also, projects to augment surface water for boro irrigation should not 
focus only on paddy but also promote crop diversification. With changed demand and better 
returns, farmers may opt to produce crops other than irrigated rice.  
 
203. Importance of Complementary Credit Facilities. The design of one of the ADB-
financed projects82 assumed that improved knowledge of the aquifer through groundwater 
exploitation together with minor irrigation demonstration subprojects would generate rapid and 
effective demand for these technologies. This proved to be wrong, as the expected demand did 
not materialize. The main reason was that the intended access to institutional credit through 
group-based financing arrangements with local banks was not developed; as a result, small 
farmers could not finance STWs. With hindsight, it is clear that there was a need for an 
adequate feasibility study to ensure that the intended farmer credit access would be provided in 
time.  
 
204. O&M and Cost Recovery. Improved maintenance of all facilities is needed. For this 
purpose, increased allocation of funds, more vigilant inspections, defined personnel 
responsibilities, training of the Bangladesh Water Development Board staff and end-users, and 
greater public participation is needed. The recommendations provided by the “Guidelines for 
Participatory Water Management (November 2000) and the World Bank-financed Bangladesh 
Water Development Board Systems Rehabilitation Project should be taken into account in future 
ADB projects. 
 

                                                 
81 ADB Bangladesh Resident Mission. 2001. Agricultural Development Priorities for Poverty Reduction in Bangladesh. 

Dhaka. 
82 Loan 1125-BAN(SF): Northeast Minor Irrigation Project, for $73 million, approved on 21 November 1991. 
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205. Support for Arsenic Monitoring and Control. ADB’s current country strategy and 
program for Bangladesh includes a project preparatory TA in 2003 for arsenic mitigation. This 
TA and any subsequent project should be designed in close coordination with other DPs, with a 
specific objective of promoting sustainable long-run approaches for dealing with arsenic 
contamination of groundwater. 
 

V. EVALUATION SYNTHESIS 
 
A. Key Strengths of the Program 
 
206. Mainstreaming of Governance Issues. The increasing willingness to recognize weak 
governance as the central issue impeding development in general and poverty reduction in 
particular has become an important feature of ADB’s assistance, as reflected in sector programs 
and project design. This has represented a clear step forward from the typical approach to 
sector program and project formulation of the 1980s, when institutional and governance issues 
often received little attention. A good example of this is the urban infrastructure sector, where 
the first ADB project (footnote 71) was found by the PPAR to have fallen well short of its 
intended outputs and returns in large part because the design neglected the governance 
aspects, and the need for effective community participation. However, by the time the last ADB 
project was approved (footnote 69), the enhancement of pourashavas’ management and 
revenue raising capacity, and of community participation had been incorporated as crucial 
objective. 
 
207. Recognition that Structural Reform is a Long-Term Process. The view that ADB 
should consider providing successive interventions to a sector or subsector over a relatively 
long time horizon had already been adopted, at least implicitly, in the sector strategies for 
energy and forestry before it was encapsulated in the 1999 COS. The pursuit of extended policy 
dialogue with the Government in a number of other sectors and subsectors (notably railways) 
indicates a general desire to move toward such a long-term reform process. This is also 
reflected in a move away from program lending, with no loans of this type having been approved 
outside the capital markets subsector, where project loans are in any case not feasible, since 
1994. 
 
208. Positive Impact of Infrastructure Projects. The continuing involvement of ADB in 
lending for infrastructure development has clearly been justified in view of the vital need to 
extend and improve infrastructure in order to sustain economic growth. ADB’s role in supporting 
the power subsector and the Jamuna Multipurpose Bridge project, during periods when other 
major DPs, notably the World Bank, maintained strong skepticism, may be seen as of decisive 
importance. Moreover, a number of infrastructure projects, particularly in the road transport and 
flood protection subsectors, have been shown to be pro-poor as well as growth promoting, 
although this is more a function of the high density of population in Bangladesh than of the 
orientation of the sector strategy or quality of project design.  
 
209. Pioneering Role of ADB in Certain Sectors. ADB has played a unique role in two 
sectors—forestry and urban infrastructure—both in assisting the Government to develop a 
coherent strategy and in providing loan and TA support for implementation. While it is true that 
the results of these interventions to date have been mixed or uncertain, the fact is that ADB has 
recognized their importance, particularly in relation to poverty reduction, at a time when other 
DPs have been giving them little attention. 
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B. Key Weaknesses of the Program 

210. Failure to Achieve Sufficient Structural Reform in Some Sectors. In contrast to the 
considerable progress made in the power subsector in restructuring and improving financial 
performance, the impacts of ADB interventions in the railway and gas subsectors despite 
extensive policy dialogue have had a modest impact. This is primarily attributable to the lack of 
internal political pressures for improvement of performance of these subsectors. The ruling elite 
in Bangladesh does not depend on the railways for travel, and the relative abundance of gas 
since 1997 means there is little urgency to respond to pressures to reform.  
 
211. Inability to Bring About Governance Reforms Affecting Local Communities. ADB 
interventions have to date failed to overcome the lack of serious political commitment to devolve 
power to local communities on a transparent and accountable basis. This has seriously inhibited 
the effectiveness of projects with a poverty focus, depending on empowerment of 
disadvantaged groups, in sectors such as rural and urban infrastructure, forestry, education, 
and health. 
 
212. Continuing Distortion of Program Priorities by ADB Institutional Pressures. 
Despite the gradual transformation of ADB from a lending institution to a broad-based 
development institution, it is not yet clear whether this has been reflected in a general change in 
the pattern of ADB’s interventions or the institutional priorities that determine them. In particular, 
the country program still appears to be unduly influenced by the urge to meet minimum targets 
for loan approvals and/or disbursements during a given period of time. Consequently, loans that 
involve a relatively low level of funding relative to the time and resources required to prepare 
and administer them are less favored even if their developmental impact and demonstration 
effect might be significant over the long term. An example of this is the SCIP (footnote 20) that 
was found generally successful by the PCR carried out in 1999, 3 years after its completion. To 
date, however, there has been no follow up. One way around this constraint may be to channel 
more support to NGO micro- and small-enterprise lending facilities (Appendix 2). 
 
213. Inadequate Level of Support for Health and Education. Given the growing 
importance of support for social sectors, such as education and health, particularly in the 
context of the Poverty Reduction Strategy; and institutional reform issues within and across 
sectors, consideration needs to be given to the increased use of grant funding rather than loans 
in these areas. This is because the principal resource gap in the social sectors relates to the 
recurrent rather than capital budget, and particularly concerns funding for staff remuneration 
(accounting, e.g., for 97% of the total education budget). Hence, it has been found that 
investment support for these sectors may risk exacerbating rather than closing the resource 
gap, to the extent that in the short term the Government has to serve expanded capacity, in 
pursuit of the desirable goal of universal access to primary education, with roughly the same 
recurrent budget resources. The problem is analogous to that created by investment in roads or 
other physical infrastructure ahead of the authorities’ capacity to adequately fund O&M. 
 
214. Failure to Mainstream the Environment in the Country Program. In a country with 
such high population density and low average income levels, it is inevitable that the issue of the 
environment looms large in the development equation. However, despite this issue having been 
given such prominence among ADB’s strategic concerns since 1989, it appears to have 
received scant attention in the formulation and implementation of the assistance program. The 
side effects of increasingly rapid growth, such as arsenic poisoning arising from intensive 
tubewell use; continuing deforestation; and land, air, and water pollution in Dhaka and other 
cities arising from rapid urbanization and industrial growth, have not been systematically 
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addressed by ADB or other DPs. Likewise, the Government, despite its rhetoric, is little inclined 
to give priority to dealing with environmental problems, particularly in view of the significant rent-
seeking opportunities offered by not enforcing the existing rules and the powerful vested 
interests typically opposed to imposing new ones (as suggested by the difficulties encountered 
in implementing the ADB forestry sector loan with focus on the environment).83  
 
C. Cross-Cutting Issues 

215. Since ADB COSs have come to focus increasingly on overarching and strategic 
objectives other than maximizing economic growth, it is necessary to consider both individual 
interventions and the assistance program as a whole in terms of cross-cutting issues. 
 

1. Poverty Reduction 
 
216. The decision to prioritize poverty reduction over economic growth as the overarching 
objective of 1993 COS was based on the fact that, despite some improvement in the growth 
rates and in average GDP per capita, the progress in poverty reduction in both relative and 
absolute terms was too slow and the unevenness of income distribution was increasing rather 
than declining. Subsequently, it was also recognized that measures had to be taken to tackle 
more directly some of the most conspicuous symptoms of poverty such as maternal mortality, 
child malnutrition, and illiteracy, issues addressed in ADB’s Poverty Reduction Strategy and the 
PAPR. To give effect to this changed priority, more projects were programmed in productive 
sectors with a high number of poor beneficiaries, such as those in livestock and social forestry 
subsectors; and greater emphasis was given to social sectors, in particular to primary education 
and PHC, even though this shift has not been reflected in the pattern of loan approvals since 
1995. 
 
217. The main potential gain from projects in productive sectors is that they can provide a 
model for developing opportunities for relatively labor-intensive employment or self-employment, 
which can be replicated under ADB or other programs. Given the importance of creating such 
income-generating activities to maintaining the momentum of poverty reduction (against a 
background of still rising population), it is surprising that more has not been done under the ADB 
program to support enterprise development in urban and rural areas. On the other hand, there 
are evidently institutional factors within ADB constraining increased lending to this sector, as 
well as persistent deficiencies in the Bangladesh banking sector. 
 
218. The inability to maintain, let alone expand, lending to the social sectors has been 
attributable to recurrent budget and O&M capacity constraints, and continuing governance 
deficiencies, notably in the urban infrastructure sector. This points to the need to examine 
alternative approaches to enhancing the delivery of social services to the poor, including greater 
mobilization of domestic revenues, and possible higher allocation of ADB and other external 
funding to support the recurrent budget. At the same time, more emphasis will have to be 
placed on improved governance in ways that will enhance the empowerment of the poor.  
 
219. In summary, there is limited scope for ADB to further the aim of poverty reduction 
through its lending program beyond its traditional infrastructure projects, which are an important, 
if indirect, aid to poverty reduction, and support of SME development. Otherwise, ADB’s main 
contribution will need to be through mechanisms to support recurrent spending in the social 
sectors and policy dialogue on the need for better governance and improved income distribution 
and social service delivery. 
                                                 
83 Loan 1486-BAN(SF): Forestry Sector Project, for $50 million, approved on 21 November 1996. 
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2. Governance 

 
220. Since governance was first explicitly recognized in the 1999 COS as a key development 
issue, it has emerged more and more frequently as a recurrent factor behind most of the 
obstacles to development in virtually all sectors. Indeed, the weakness of governance can 
increasingly be seen as central to the attainment of progress in relation to the other identified 
cross-cutting issues: environment, private sector development, gender, and, above all, poverty 
reduction. In relation to ADB’s current strategic priorities, the problem needs to be viewed in 
terms of two distinct but related dimensions. The first is the institutional reform of the 
government administration and its agencies, including SOEs. From the time of the 1989 COS or 
earlier, the failure to achieve such reform has been largely attributed to resistance to change 
within parastatals or executing agencies where, for example, more cost-effective management 
is needed. The other dimension is the public accountability of government. This is recognized as 
an increasingly important issue, particularly in the context of ADB’s Poverty Reduction Strategy, 
with its emphasis on empowerment of the poor and participatory development.  
 
221. The all-pervading extent of governance constraint to development has been well 
documented.84 What is far less clearly established among DPs is what they can and should do 
to combat the problem. In relation to the first dimension, administrative reform, the approaches 
that have been advocated or tried include (i) pursuing policy dialogue accompanied by varying 
amounts of TA to enhance understanding within the affected government agencies; (ii) sector 
program loans as a financial inducement to reform, often applied in conjunction with (i); and 
(iii) selective suspension of DP support for projects, again in conjunction with (i). While each of 
these approaches has been applied in different sectors, the results have been too varied to be 
conclusive. It is perhaps safe to say, however, that the degree of success that can be achieved 
depends at least partly on the caliber and commitment of both government officials and ADB 
staff involved in the dialogue/negotiations, and the extent of political importance attached to 
improving the performance of the particular sector being addressed. Evidence suggests the 
latter in particular may help explain the contrasting levels of success in securing institutional 
restructuring in the power subsector as compared with gas and railway. 
 
222. With regard to the public accountability dimension, the indications are that resistance to 
change tends to be even stronger than in relation to institutional restructuring, particularly where 
devolving effective power to local authorities and communities is at issue. It is also clear that 
ADB, along with other DPs, has been for the most part quite tentative in pushing for the kind of 
power devolution that is needed, even though such reforms must implicitly be seen as central to 
ADB’s Poverty Reduction Strategy for empowerment of the poor. Hence, in order to advance 
this agenda, ADB needs to be more proactive in convincing the Government to strengthen the 
powers and administrative capacity of local authorities, particularly in respect of raising revenue 
locally. To this end, ADB should collaborate with other DPs to bring pressure to bear from the 
top, while at the same time collaborating with concerned NGOs in support of local activism.  
 
223. Aside from the crucial issues of transparency, accountability, and empowerment that 
arise at sector level, the implication of the ADB governance agenda, combined with that on 
poverty reduction, is a need to press for policy changes in areas of macro/political significance, 
such as taxation and income distribution. The failure of the Government to maintain, let alone 
increase, the level of direct tax revenues as a proportion of national income since the early 
                                                 
84 ADB. 2001. Bangladesh: The State of Governance. Manila; Organisation for Economic Co-operation and 

Development Centre. 1998. How Bad Governance Impedes Poverty Alleviation in Bangladesh. Technical Paper 
No. 143. Paris. 
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1990s (while indirect taxes have increased) has contributed to the recorded slowdown in the 
rate of poverty reduction, as well as to a more skewed distribution of income. Likewise, the 
failure to increase the country’s exceptionally low overall rate of taxation during this period of 
relatively high economic growth raises an obvious governance issue of concern to the DP 
community. This relates to the mutual responsibility of the Government and the DPs in a 
situation where the latter are contributing still very substantial amounts in grants and soft loans 
to financing the annual development program while Bangladeshis are evidently failing to 
contribute to their potential in terms of tax revenues.85  
 
224. For the DP community to adopt such a stance might be queried as a form of 
unwarranted external interference in domestic political issues, even though it would arguably be 
no more so than, for example, pressure for corporatization or privatization of SOEs. Yet it may 
well still seem valid, particularly in the context of pursuing the goal of good governance, to pose 
the question of how DPs are to reconcile the need to comply with principles of accountability to 
their own governing bodies, and thus to DP country taxpayers, with a respect for the sovereign 
independence of a DMC such as Bangladesh, especially one recognized as a representative 
democracy. 

 
3. Environment 

 
225. In view of the low attention given to the issue of the environment in the formulation and 
implementation of its assistance program, ADB must find a way of “mainstreaming” this issue 
within its programming process. This will require more interventions directly concerned with 
rolling back the effects of past damage to the environment instead of simply, as now, 
concentrating on ensuring that new projects do not make things worse. 
 

4. Private Sector Development 
 
226. The need to foster the development of the private sector as the main generator of 
investment and employment in the economy has been accepted by successive governments 
since the late 1980s, with strong support from ADB and other major DPs. The main thrust of the 
latter’s support has been in the areas of institutional and regulatory reform, notably in the 
banking sector and capital markets, to promote increased investor confidence and security; and 
provision of loan finance, or exceptionally of equity, in support of specific private investment 
projects or, more commonly, lines of credit to be made available to qualifying SMEs. 
 
227. To varying degrees, ADB and other DPs have also sought to promote the privatization of 
SOEs, primarily as a means of enhancing the quality of their management, removing the fiscal 
burden of their losses from the Government, and facilitating new investment in them. However, 
while there have been some transfers of state assets to the private sector and the Government 
remains committed in principle to privatization, attempts by DPs to promote this objective on a 
large scale—notably in the manufacturing sector—have been largely unsuccessful. This is 
mainly because of strong resistance by vested interests within the SOEs concerned to the scale 
of restructuring that would be needed to put them on a commercial footing, although there is 
also a wider political objection to the idea of allowing certain assets to be transferred to foreign 
ownership, particularly in the energy sector. In view of this resistance, and of the increasing 
perception over time that many of the SOEs concerned have limited attraction to private 
investors in terms of market prospects and asset quality, it appears likely that the emphasis will 

                                                 
85 The country elite’s resistance to institutional reforms affecting BR and other SOEs might not be so strong if a 

greater share of the fiscal burden caused by their losses were borne directly by income taxpayers. 
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increasingly be on managing their decline while seeking progressively to limit their cost to the 
budget.  
 
228. Bearing in mind also the evidently poor prospects for export-oriented investment other 
than in resource-based sectors such as gas, policy should be directed toward improving the 
environment for the expansion of relatively small-scale indigenous enterprise. This will require 
more sustained backing for the two main thrusts of DP support referred to above. In relation to 
the ADB program, this would imply more intensive policy dialogue, backed by TA, in pursuit of 
reform of the capital markets and other relevant regulatory areas such as bankruptcy 
enforcement, and stronger pressure, ideally in conjunction with the World Bank and the 
International Monetary Fund, to reform the banking sector and make it more responsive to the 
needs of enterprise. At the same time, ADB should devote more resources to supporting 
microenterprise development across all sectors, learning from its experiences in previous or 
ongoing projects to forge effective collaborative arrangements with NGOs, BRDB, or other 
appropriate bodies. 
 

5. Gender 
 
229. In the context of the ADB program in Bangladesh, the issue of gender has hitherto been 
most conspicuous in relation to interventions in the areas of health and family planning, 
education, rural infrastructure, and livestock and rural credit. The extent to which these projects 
have had a significant impact in empowering women or enhancing their status on a significant 
scale or durable basis is difficult to assess based on evidence available in PCRs and PPARs. 
Nevertheless, it appears that there has been an increasingly significant orientation towards 
promoting women’s interests within the evolving country program. It is not clear, however, to 
what extent some of the more general constraints to women’s advancement, such as land titling 
and inheritance rights, have yet been addressed through policy dialogue, as announced in the 
1999 COS. In this connection, there may be a case for some non-sector-specific TA to explore 
ways in which pro-women institutional reform could be most appropriately pursued. This might 
also involve collaboration with NGO programs aimed at promoting women’s empowerment, 
possibly linked to further projects in rural and urban infrastructure. This would also be in line 
with an as yet unfulfilled commitment in the 1999 COS to help provide “supportive infrastructure 
and services” for women workers in the urban sector (including childcare facilities). 
 
D. Overall Conclusion  

230. The thrust and content of ADB’s country program have been substantially transformed 
since 1986 in response both to ADB’s own evolving strategic priorities and those of successive 
governments. Yet although economic growth has ceased to be the overarching objective, the 
program has remained consistent with growth promotion, and, in traditional sectors such as 
agriculture, energy, and transport, has made an important contribution to facilitating the 
acceleration of GDP growth in the late 1990s. On the other hand, while important pro-poor 
initiatives have been undertaken in line with the post-1993 priority of poverty reduction, notably 
in agriculture and forestry and the social sectors, these have not been on a scale 
commensurate with the need, particularly in health and education, but also in areas of 
employment creation. Even if this insufficient poverty focus cannot be directly linked to the 
slowdown in the rate of poverty reduction recorded in the 1990s, there is a clear need for 
intensifying efforts in this direction if the PAPR goals are to be met by 2005. 
 
231. In reorienting its program from the traditional pattern of investment for growth toward one 
geared also to social and institutional reform, ADB has demonstrated appropriate capacity to 
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adopt a more flexible, long-term view of sector development, notably in respect of the power 
and forestry subsectors. However, while ADB has grasped the significance of governance 
issues in influencing both efficient sectoral development and poverty reduction (through social 
empowerment), it has yet to translate this understanding into effective motivation for change in 
the structures and management of most sectors and subsectors, and redistribution of political 
and economic power necessary to advance the interests of the poor in a more substantive 
fashion. 
 
E. Lessons Learned 
 

1. Generic Lessons for Improving the Relevance of COSs  
 
232. Performance Benchmarks. Country strategies become much more relevant and 
operationally useful if there are specific monitorable benchmarks for policy reform and project 
outcomes.  
 
233. Lending Program Flexibility. Strategies should allow considerable flexibility to adjust 
the lending program in response to progress in identified key reform areas.  
 
234. Risk Assessments. The validity and relevance of COSs is greatly enhanced by realistic 
assessments of the difficulties of achieving progress, which in turn makes the risk assessments 
more meaningful and expectations more realistic.  
 
235. Thorough Assessment of Past Experience. Before embarking on formulation of a 
future country strategy and program, more attention should be directed to how effective was the 
last COS. 
  
236. Institutional Capacity Assessments. In general, COSs underestimate the complexity 
and time necessary to bring about institutional change and capacity enhancement. Greater 
resource commitments and new TA modalities with a long-term focus are required. 
 

2. General Program Lessons 
 
237. Need for More Sectorally Integrated Approach to Project Formulation. Certain types 
of loan projects may be at risk of failing to achieve their full potential impact because they are 
planned and implemented in isolation from complementary measures, which are required if the 
projects are to realize their theoretical benefits—in addition to the institutional reforms that are 
so often a pre-condition of success. To ensure that the benefits are in fact realized will require 
ADB, in conjunction with concerned government authorities, either to structure its other sector 
programs to enable them to have complementary impact, or to act in concert with other DPs 
and/or NGOs to a similar effect. The requirement to pursue such a holistic strategy will be all the 
greater to the extent that there is genuine involvement of local communities in determining 
project/program design. 
 
238. TA can Produce Important Results Even When Not Linked to Significant Lending. 
ADB’s support for the development of a leasing industry, which principally took the form of a 
regional TA followed by policy dialogue leading to enabling legislation, is an example of how, in 
certain circumstances, TA can have a disproportionately positive impact even without any 
significant loan. 
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3. Sector Lessons 
 
239. Constraints to Achieving Institutional Reforms. Experience suggests ADB’s ability to 
do this varies according to the degree of political significance of the sector in relation to the 
needs and interests of the ruling elite. This may be illustrated by the relative success in securing 
reform in the power subsector in contrast to the relative failure to date in respect of the railway 
subsector (and also to some extent in the gas subsector). In the latter cases, there is much less 
pressure to reform, less because the key vested interests are not threatened by the decline in 
performance that might result from the possible cessation of ADB support. 
 
240. Employment Generation Must Come Largely From Micro/SME Development. Given 
the poor prospects for the RMG industry, the country’s lack of competitive advantage vis-à-vis 
most other export markets, and its failure to attract foreign investment, enterprise, and 
employment growth that are central to poverty reduction, Bangladesh will have to continue to 
depend largely on indigenous enterprise, and be geared to supplying mainly the local or 
regional (South Asian) market. 
 
241. Partnership Agreement on Poverty Reduction. By setting its health goals purely in 
terms of human development indicators (e.g., reduced rates of infant mortality), the PAPR is 
failing to provide an adequate guide for program formulation. This is because the achievement 
of such outcomes depends on so many factors and the performance of so many different actors 
that the indicators have little operational value. 
 
242. Provision of Health, Education, and Family Planning Services. The Government 
should progressively reduce its role as primary provider of services as contraceptive prevalence 
increases and phase out its retailing of family planning services. The NGOs and private 
providers should be encouraged to gradually fill the gaps. In family welfare and health, a more 
effective role for the Government can also be defined, with a greater role for private providers 
that will increase the scope and variety of service alternatives available. In education, priority 
should be given to improving the quality of primary and secondary education. The role of the 
public sector in technical and vocational education should be limited, and programs that are 
developed should be undertaken in collaboration with private employers, with costs primarily 
borne by the employer and trainees. To increase accountability, schools should eventually 
become the responsibility of reconstituted local governments, with teachers and administrators 
being employed by and responsible to these community-based administrations.  
 
243. Social Sector Emphasis on Accountability. Managers and service providers in the 
health and education sectors are not held accountable to the communities that they serve. 
Government has been very good at "campaign" activities, such as mobilizing communities, 
increasing school enrollment, vaccination, and contraceptive acceptance. It has been less able 
in bringing about systemic improvements needed to upgrade school quality or monitoring 
performance of actual health care provision. This means giving greater financial and managerial 
autonomy to local units within the country's administrative systems.  
 
244. Recognizing Ownership Issues. All projects undertaken in the social sectors in 
Bangladesh exhibit symptoms of less than complete ownership (delays in appointing key staff 
and in approving project proformas, and failure to take action on agreed policy initiatives are a 
few examples). Political commitment to institutional change needs to be strengthened, and more 
effective procedures and control mechanisms in the provision of public services introduced.  
 



 

 

59

245. Optimizing the Role of NGOs. NGOs play an important role in health and education, 
both in piloting innovative approaches and in the provision of services. The Government has 
become increasingly supportive of NGOs over the past decade, and has accepted them as 
partners in achieving national goals. Scope does exist for greater NGO/Government/ADB 
collaboration. There is also ample scope for private sector provision of social services and ADB 
needs to explore this further.  
 
246. Provision and Maintenance of Infrastructure. Much more consideration should be 
given to the appropriate role of the public sector in the provision and maintenance of 
infrastructure in Bangladesh. The private sector, both foreign and domestic, has a critical role to 
play in power generation and distribution, telecommunications, water and sewerage operations, 
ports, and all forms of transportation. Project success has been enjoyed, and sustainability 
enhanced, the closer the service providers are to the constituency that they serve. Local 
authorities and municipalities should be given more autonomy and managerial discretion in the 
investment and maintenance of certain infrastructure, particularly rural roads.  
 
247. Donor Assistance and Domestic Self-Reliance. A multitude of DPs have provided 
assistance to all aspects of transport, power, gas, and agriculture development in Bangladesh. 
Much has been achieved in the last 2 decades. In some cases, however, the flow of 
concessional resources may have perversely undermined the perceived urgency for reform and 
domestic resource mobilization, as well as encouraged a deferred maintenance mentality. While 
these sectors will need external resources, these should be conditioned on a demonstrated 
commitment to improve institutional performance. This may suggest an increased use of the 
program approach by ADB, with solid agreement with the Government on a wide range of 
policies, objectives, strategies, and expenditures.  
 
248. Resistance to Change in Agriculture. The public institutions supporting agriculture 
have proven to be resistant to change and service delivery performance has been poor. The 
positive achievements that have been made in the agricultural sector reflect the liberalization of 
input trade and greater private sector involvement in this trade. This has brought about 
significant technology transfer and suggests that in research and extension, which have been 
neglected in past assistance programs, public and private contributions are synergistic. 
Similarly, greater beneficiary participation, with local councils becoming involved in O&M of 
small FCD schemes has had positive results. This should be expanded.  
 
249. The High Price of Overlooking Potential Problems. The experience of ADB, together 
with all major DPs and the Government, in encouraging private sector tubewell development 
has dramatically increased agricultural production and reduced the incidence of waterborne 
diseases. However, it also likely contributed to the spread of arsenic-contaminated groundwater 
use for irrigation and domestic water supply. More rigorous analysis of groundwater conditions 
could have discovered and mitigated the problem at an early stage.  
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F. Implications for Future Strategy and Program 

250. Need for a More Proactive Approach to Governance Issues. This will require 
stronger collaboration with/support for NGOs in promoting the effective empowerment of local 
communities (especially vulnerable and excluded groups) and the development of accountable 
and transparent local government bodies; and stronger pressure at the top mainly through 
policy dialogue but also, where appropriate, involving selective loan suspension in support of 
departmental reform (railway, forestry), and enhanced government commitment to improved 
public accountability (effective local government). 
 
251. Increased Support for SME Development. This should involve intermediate size loan 
programs, in collaboration with NGOs and selected commercial banks. TA support for target 
groups and participating financial institutions should also be considered. 
 
252. Increased Support for the Recurrent Budget in Health and Education. Such ADB 
support, which is already occurring, via NGOs, under the ongoing health care project (footnote 
56) needs to be greatly extended if the targeted improvements in human poverty indicators 
under the PAPR are to be attained. By raising its overall share of contribution to social sector 
spending (preferably in conjunction with other DPs), ADB should also increase its leverage over 
government policy in these areas. 
 
253. Making PAPR Health Targets More Concrete. The existing targets expressed in terms 
of improved social indicators should be linked to ones for increased levels of access to specific 
facilities/treatments, such as immunization against measles, and cost-effective treatments for 
tuberculosis. These should be explicitly linked to, or at least made consistent with, outputs 
specified under the sector roadmap to be formulated in accordance with ADB’s newly revised 
programming procedures (footnote 22). 
 
254. The Spread of Arsenic Contamination in Groundwater. At present, approximately 
97% of the rural population relies on STWs for drinking water, and an estimated 25% of such 
well water is contaminated with hazardous levels of arsenic from geological sources. Wells with 
excessive levels of arsenic have been identified in at least 59 of Bangladesh's 64 districts, and 
249 of the nation’s 463 subdistricts. It is anticipated that these numbers will rise as more testing 
is done. Immediate and concerted action backed by adequate resources is of paramount 
importance. 
 
255. Support of Local “Champions.” Bangladesh is fortunate to have a number of 
“champions” in primarily private organizations using innovative and effective development 
approaches in health, education, and financial services that have empowered millions of poor 
rural women and their families. There is evidence that assistance in these sectors, along with 
rural infrastructure, has the greatest poverty impact. Although these organizations are not 
without their own governance problems, they are more open to change and ADB can more 
easily increase or withdraw its support based on monitorible performance. ADB should 
rigorously pursue ways to increase TA and financial support to accountable and transparent 
“champion” organizations. 
 
256. More Focused Program Interventions. There is a need to focus interventions on fewer 
sectors in order to have greater impact on poverty reduction and development effectiveness. 
Given the current broad sector coverage, there is a need to focus interventions on fewer sectors 
in order to have greater impact on poverty reduction and development effectiveness. This could 
be achieved by focusing more attention on “champions,” reducing support in those sectors 
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where sector performance has been poor, the potential for catalyzing development impact is 
limited, and ADB has no comparative advantage.  Commitment of the Government to reforms to 
improve sector efficiency should be a key criterion. The capital market and railway subsectors 
currently play a relatively limited role in the economy, governance issues are entrenched, and 
commitment to reforms has been lacking. In the case of railways, financial performance has 
been poor and deteriorating. Further lending in these sectors should be considered only after 
strong government commitment to meaningful reform has been demonstrated by upfront action 
and, given ADB's limited resources, if such lending contributes significantly to pro-poor growth 
and poverty reduction. 
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KEY SOCIAL INDICATORS 
 

Indicator 1985 1990 Latest Year 
     
Population Indicators     
Total Population (million) 97.5 109.6 129.3 (January 2001) 
Annual Population Growth Rate (%) 2.20 1.95 1.48 (January 2001) 
     
Social Indicators     
Total Fertility Rate (births per woman) 4.7 4.3 2.7 (1999) 
Maternal Mortality Rate (per hundred thousand live births) — 478 440 (1999) 
Infant Mortality Rate (below 1 year; per '000 live births) 112 94 58 (1999) 
Life Expectancy at Birth (years) 55.0 56.6 58.9 (1999) 

 Female 56.0 56.7 59.0 (1999) 
 Male  55.0 56.5 58.9 (1999) 

Adult Literacy (%) 33.0 37.0 59.2 (1999) 
Primary School Enrollment (% of school age population) 63.0 77.0 96.5 (1998) 

Female 43.8 70.0 94.5 (1998) 
Secondary School Enrollment (% of school age population) 17.0 19.0 33.0 (1997) 

Female 10.0 14.0 31.0 (1997) 
     
Child Malnutrition (% of under age 5) 70.0 68.0 56.0 (1997) 
     
Population Below Poverty Line (%) 55.0 47.8 44.7 (1999) 
Income Ratio of Highest 20% to Lowest 20% a — 4.1 8.8 (1995–96) 
     
Population with Access to Safe Water (%) b — 80.0 97.0 (1999) 
Population with Access to Sanitation (%) c — 40.0 53.0 (1999) 
     
Public Education Expenditure as % of GDP  1.40 1.37 2.17 (1997) 
Public Health Expenditure as % of GDP 0.92 0.63 1.70 (1998) 
     
Human Development Index d 0.383 0.414 0.470 (1999) 
Human Development Ranking 108 147 132 (1999) 
     
— = not available, GDP= gross domestic product. 
a Refers to expenditure ratio. 
b Percentage of households with either tap or tubewell water source. 
c Percentage of households. 
d Composite index of longevity (as measured by life expectancy at birth); knowledge (as measured by adult literacy 

rate and combined enrollment ratio); and decent standard of living (as measured by the adjusted per capita income 
in purchasing power parity). The human development index and rank may not be comparable in different years, 
since statistical administration and research books seek to update or improve their estimates using new sources of 
data such as censuses and surveys as indicated in the Human Development Report (1997) of the United Nations 
Development Programme. 

Sources: Asian Development Bank, Bangladesh Bureau of Statistics, Ministry of Finance, and the United Nations 
Development Programme. 



 

Sector 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987

Agriculture and Natural Resources 3.2 9.6 39.4 28.5 42.0 59.3 85.1 98.1 151.0 128.7 164.0 98.0 88.4 51.7

Energy 10.5 4.6 12.2 27.8 31.0 26.5 80.6 82.0 223.8 40.5 74.0

Industry and Nonfuel Minerals 6.2 15.8
Transport and Communications 6.8 23.0 15.0 46.0 58.0 137.5

Social Infrastructure 6.0 15.6 13.5 14.4 27.5 37.0

Finance 12.6 15.0 25.0 25.0 30.0

Multisector
     Total 33.1 52.1 51.6 53.5 84.8 90.3 115.1 150.9 191.0 223.7 273.5 306.8 212.3 88.4 263.2

Sector 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 Total

Agriculture and Natural Resources 162.5 66.1 193.0 73.0 152.1 53.2 85.4 50.0 89.7 79.6 76.3 34.0 2,161.8

Energy 165.0 107.0 50.0 134.4 157.0 198.9 1,425.7

Industry and Nonfuel Minerals 65.0 125.0 212.0

Transport and Communications 40.0 80.0 28.8 68.0 280.0 72.0 110.0 115.0 148.8 1,228.9
Social Infrastructure 24.2 127.6 191.7 104.3 103.0 91.7 140.0 60.0 65.0 1,021.5

Finance 30.0 80.0 217.6

Multisector 104.0 104.0
     Total 267.5 335.3 350.6 418.5 256.4 331.2 280.0 227.1 256.4 419.7 183.6 332.0 225.1 297.9 6,371.4

a
 Approved loan amount.

Source: Relevant Asian Development Bank databases.

SUMMARY OF LENDING IN 1973–2001 BY SECTORa

($ million)
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Sector/Title
Investment/ 

Loan No.
Amount 

($ million)
Year of 

Approval

Agriculture and Natural Resources 1,220.53
Khulna Coastal Embankment Rehabilitation 819(SF) 16.90 1986
Second Aquaculture Development 821(SF) 45.46 1986
Agricultural Inputs Program Loan 830(SF) 51.70 1987
Flood Rehabilitation (Flood Control and Irrigation) 882(SF) 14.30 1988
Rural Infrastructure Development 908(SF) 99.80 1988
Flood Rehabilitation (Rural Infrastructure) 941(SF) 40.00 1988
Upazila Afforestation and Nursery Development 956(SF) 43.50 1989
Horticulture Development 1010(SF) 22.60 1989
Foodcrops Development Program 1045(SF) 125.00 1990
Rural Women Employment Creation 1067(SF) 8.00 1990
Agricultural and Rural Creditb 1071(SF) 60.00 1990
Northeast Minor Irrigation 1125(SF) 73.00 1991
Second Bhola Irrigation 1159(SF) 39.80 1992
Rural Poor Cooperative 1213(SF) 28.92 1992
Second Rural Infrastructure Development 1215(SF) 83.40 1992
Khulna-Jessore Drainage Rehabilitation 1289(SF) 50.00 1993
Southwest Area Water Resources Development 1291(SF) 3.15 1993
Coastal Greenbelt 1353(SF) 23.40 1995
Small-Scale Water Resources Development Sector 1381(SF) 32.00 1995
Command Area Development 1399(SF) 30.00 1995
Forestry Sector 1486(SF) 50.00 1996
Participatory Livestock Development 1524(SF) 19.70 1997
Third Rural Infrastructure Development 1581(SF) 70.00 1997
Rural Livelihood 1634(SF) 42.60 1998
Sundarbans Biodiversity Conservation 1643(SF) 37.00 1998
Chittagong Hill Tracts Rural Development 1771(SF) 30.00 2000
Northwest Crop Diversification 1782(SF) 46.30 2000
Second Small-Scale Water Resources Development Sector 1831(SF) 34.00 2001

Energy 936.30
Brahmaputra Basin Gas Transmission and Distribution 868(SF) 74.00 1987
Eighth Power 963(SF) 165.00 1989
Third Natural Gas Development 1293(SF) 107.00 1993
Rural Electrification 1356(SF) 50.00 1995
Ninth Power 1505(SF) 134.40 1996
Dhaka Power Systems Upgrade 1730(SF) 75.00 1999
Dhaka Power Systems Upgrade 1731 82.00 1999
West Zone Power System Development 1884(SF) 60.20 2001
West Zone Power System Development 1885 138.70 2001
AES Meghnaghat Powerc 7165/1793 50.00 2000

b The loan was cancelled on 16 November 1992.
c Excludes the complementary loan amounting to $20 million.

a Includes private sector loans. Excludes two supplementary loans (Loan 796: Chittagong Urea Fertilizer and Loan 883:
Meghna-Dhonagoda Irrigation ). Main loans were approved prior to 1986.

LENDING IN 1986–2001 BY SECTOR AND YEAR

Table A3.1: By Sectora
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Table A3.1 (continued)

Sector/Title
Investment/ 

Loan No.
Amount 

($ million)
Year of 

Approval

Industry and Nonfuel Minerals 237.50
Industrial Program 891(SF) 65.00 1988
Second Industrial Program 1147(SF) 125.00 1991
Padma Textile Millsd 7018/858 2.50 1987
Kader Synthetic Fibers Ltd.e 7052/1020 5.00 1990
Lafarge Surma Cement f 7142/1597 40.00 1997

Transport and Communications 1,042.00
Road Improvement 839(SF) 137.50 1987
Flood Damage Restoration (Roads and Railways) 892(SF) 40.00 1988
Second Flood Damage Restoration 967(SF) 80.00 1989
Cyclone Damaged Road Reconstruction 1149(SF) 28.80 1991
Road Overlay and Improvement 1287(SF) 68.00 1993
Jamuna Bridge 1298(SF) 200.00 1994
Railway Recovery Program 1310(SF) 80.00 1994
Jamuna Bridge Access Roads 1478(SF) 72.00 1996
Jamuna Bridge Railway Link 1561(SF) 110.00 1997
Southwest Road Network Development 1708(SF) 115.00 1999
Road Maintenance and Improvement 1789(SF) 72.00 2000
Road Maintenance and Improvement 1790 22.00 2000
Grameenphone Telecommunicationsg 1603/7143 16.70 1998

Social Infrastructure 907.45
Dhaka Urban Infrastructure Improvement 942(SF) 24.20 1989
Primary Education Sector 1026(SF) 68.30 1990
Secondary Towns Infrastructure Development 1059(SF) 43.00 1990
Rural Training 1066(SF) 16.25 1990
Second Health and Family Planning Services 1074(SF) 51.00 1991
Higher Secondary Education 1123(SF) 49.20 1991
Dhaka Integrated Flood Protection 1124(SF) 91.50 1991
Bangladesh Open University 1173(SF) 34.30 1992
Rehabilitation of Damaged School Facilities 1182(SF) 15.00 1992
Secondary Towns Integrated Flood Protection 1202(SF) 55.00 1992
Second Water Supply and Sanitation 1264(SF) 31.00 1993
Secondary Education Development 1268(SF) 72.00 1993
Secondary Towns Infrastructure Development Project II 1376(SF) 65.00 1995
Nonformal Education 1390(SF) 26.70 1995
Second Primary Education Sector 1521(SF) 100.00 1997
Urban Primary Health Care 1538(SF) 40.00 1997
Secondary Education Sector Improvement 1690(SF) 60.00 1999
Post-Literacy and Continuing Education 1881(SF) 65.00 2001
d  Excludes equity investment of $1.03 million.
e  Excludes equity investment of $1.4 million.
f  Excludes equity investment of $10.0 million.
g  Excludes equity investment of $1.6 million.
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Table A3.1 (continued)

Sector/Title
Investment/ 

Loan No.
Amount 

($ million)
Year of 

Approval

Finance 113.00
Small and Cottage Industry 1070(SF) 30.00 1990
Capital Market Development Program 1580(SF) 80.00 1997
United Leasing Co., Ltd.h 7035/961 3.00 1989

Multisector 158.80
Flood Damage Rehabilitation 1666(SF) 104.00 1998
Southwest Flood Damage Rehabilitation 1825(SF) 54.80 2000

Total 4,615.58

h  Excludes equity investment of $0.425 million.

Source: Relevant Asian Development Bank databases.
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Year/Title
Investment/ 
Loan/TA No.

Amount 
($ million)

1986 62.36
Khulna Coastal Embankment Rehabilitation 819(SF) 16.90
Second Aquaculture Development 821(SF) 45.46

1987 265.70
Agricultural Inputs Program Loan 830(SF) 51.70
Road Improvement 839(SF) 137.50
Brahmaputra Basin Gas Transmission and Distribution 868(SF) 74.00
Padma Textile Millsb 7018/858 2.50

1988 259.10
Flood Rehabilitation (Flood Control and Irrigation) 882(SF) 14.30
Industrial Program 891(SF) 65.00
Flood Damage Restoration (Roads and Railways) 892(SF) 40.00
Rural Infrastructure Development 908(SF) 99.80
Flood Rehabilitation (Rural Infrastructure) 941(SF) 40.00

1989 338.30
Dhaka Urban Infrastructure Improvement 942(SF) 24.20
Upazila Afforestation and Nursery Development 956(SF) 43.50
Eighth Power 963(SF) 165.00
Second Flood Damage Restoration 967(SF) 80.00
Horticulture Development 1010(SF) 22.60
United Leasing Co., Ltd.c 7035/961 3.00

1990 355.55
Primary Education Sector 1026(SF) 68.30
Foodcrops Development Program 1045(SF) 125.00
Secondary Towns Infrastructure Development 1059(SF) 43.00
Rural Training 1066(SF) 16.25
Rural Women Employment Creation 1067(SF) 8.00
Small and Cottage Industry 1070(SF) 30.00
Agricultural and Rural Creditd 1071(SF) 60.00
Kader Synthetic Fibers Ltd.e 7052/1020 5.00

1991 418.50
Second Health and Family Planning Services 1074(SF) 51.00
Higher Secondary Education 1123(SF) 49.20
Dhaka Integrated Flood Protection 1124(SF) 91.50
Northeast Minor Irrigation 1125(SF) 73.00
Second Industrial Program 1147(SF) 125.00
Cyclone Damaged Road Reconstruction 1149(SF) 28.80
TA = technical assistance.

b  Excludes equity investment of $1.03 million.
c  Excludes equity investment of $0.425 million.
d  The loan was cancelled on 16 November 1992.
e  Excludes equity investment of $1.4 million.

Table A3.2: By Yeara

a   Includes private sector loans. Excludes two supplementary loans (Loan 796: Chittagong Urea Fertilizer and 
Loan 883: Meghna-Dhonagoda Irrigation ). Main loans were approved prior to 1986.
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Table A3.2 (continued)

Year/Title
Investment/ 
Loan/TA No.

Amount 
($ million)

1992 256.42
Second Bhola Irrigation 1159(SF) 39.80
Bangladesh Open University 1173(SF) 34.30
Rehabilitation of Damaged School Facilities 1182(SF) 15.00
Secondary Towns Integrated Flood Protection 1202(SF) 55.00
Rural Poor Cooperative 1213(SF) 28.92
Second Rural Infrastructure Development 1215(SF) 83.40

1993 331.15
Second Water Supply and Sanitation 1264(SF) 31.00
Secondary Education Development 1268(SF) 72.00
Road Overlay and Improvement 1287(SF) 68.00
Khulna-Jessore Drainage Rehabilitation 1289(SF) 50.00
Southwest Area Water Resources Development 1291(SF) 3.15
Third Natural Gas Development 1293(SF) 107.00

1994 280.00
Jamuna Bridge 1298(SF) 200.00
Railway Recovery Program 1310(SF) 80.00

1995 227.10
Coastal Greenbelt 1353(SF) 23.40
Rural Electrification 1356(SF) 50.00
Secondary Towns Infrastructure Development Project II 1376(SF) 65.00
Small-Scale Water Resources Development Sector 1381(SF) 32.00
Nonformal Education 1390(SF) 26.70
Command Area Development 1399(SF) 30.00

1996 256.40
Jamuna Bridge Access Roads 1478(SF) 72.00
Forestry Sector 1486(SF) 50.00
Ninth Power 1505(SF) 134.40

1997 459.70
Second Primary Education Sector 1521(SF) 100.00
Participatory Livestock Development 1524(SF) 19.70
Urban Primary Health Care 1538(SF) 40.00
Jamuna Bridge Railway Link 1561(SF) 110.00
Capital Market Development Program 1580(SF) 80.00
Third Rural Infrastructure Development 1581(SF) 70.00
Lafarge Surma Cement f 7142/1597 40.00

f  Excludes equity investment of $10.0 million.
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Table A3.2 (continued)

Year/Title
Investment/ 
Loan/TA No.

Amount 
($ million)

1998 200.30
Rural Livelihood 1634(SF) 42.60
Sundarbans Biodiversity Conservation 1643(SF) 37.00
Flood Damage Rehabilitation 1666(SF) 104.00
Grameenphone Telecommunicationsg 1603/7143 16.70

1999 332.00
Secondary Education Sector Improvement 1690(SF) 60.00
Southwest Road Network Development 1708(SF) 115.00
Dhaka Power Systems Upgrade 1730(SF) 75.00
Dhaka Power Systems Upgrade 1731 82.00

2000 275.10
Chittagong Hill Tracts Rural Development 1771(SF) 30.00
Northwest Crop Diversification 1782(SF) 46.30
Road Maintenance and Improvement 1789(SF) 72.00
Road Maintenance and Improvement 1790 22.00
Southwest Flood Damage Rehabilitation 1825(SF) 54.80
AES Meghnaghat Powerh 7165/1793 50.00

2001 297.90
Second Small-Scale Water Resources Development Sector 1831(SF) 34.00
Post-Literacy and Continuing Education 1881(SF) 65.00
West Zone Power System Development 1884(SF) 60.20
West Zone Power System Development 1885 138.70

Total 4,615.58

g Excludes equity investment of $1.6 million.
h Excludes the complementary loan amounting to $20 million.

Source: Relevant Asian Development Bank databases.
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INVESTMENTS IN ADB-ASSISTED PROJECTS IN 1986–2000a 

 

Table A4.1: By Sector and Period 
 

 1986–1991  1992–1996  1997–2001  Total 
Sector Amount 

($ mn) 
Share 

(%) 
 Amount 

($ mn) 
Share 

(%) 
 Amount 

($ mn) 
Share 

(%) 
 Amount 

($ mn) 
Share 

(%) 
Agriculture and Natural Resources 767 35  474 19  580 22  1,821 25 

Energy 453 21  605 24  702 27  1,760 24 

Finance 30 1  0 0  80 3  110 1 

Industry and Nonfuel  Minerals 190 9  0 0  0 0  190 3 

Transport and Communications 353 16  1,083 42  729 28  2,164 29 

Social Infrastructure 400 18  397 16  406 15  1,203 16 

Multisector 0 0  0 0  130 5  130 2 

    Total 2,193 100  2,560 100  2,626 100  7,379 100 

ADB Financing ($ mn)b 1,453   1,342   1,458   4,253  

Share of ADB Financing  
 to Total Investments 

 66   52   56   58 

ADB = Asian Development Bank, mn = million, PCR = project completion report. 
a For projects financed by loans approved from 1986–2001. Excludes private sector loans. 
b Data was taken from PCRs (for completed projects with PCRs); otherwise, the approved loan amount was used. 
Source: Relevant ADB databases. 

 
 
 

Table A4.2: By Sector and Yeara 
($ million) 

 
Sector 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 Total 
                  
Agriculture 
and Natural 
Resources 

83 65 167 83 345 24 173 64 0 145 92 223 152 0 127 78 1,821 

Energy 0 104 0 349 0 0 0 199 0 93 314 0 0 300 0 402 1,760 
Finance 0 0 0 0 30 0 0 0 0 0 0 80 0 0 0 0 110 
Industry 

and 
Nonfuel 
Minerals 

0 0 65 0 0 125 0 0 0 0 0 0 0 0 0 0 190 

Transport 
and 
Comm 

0 172 48 97 0 36 0 106 782 0 196 269 0 214 245 0 2,164 

Social Infra 0 0 0 30 154 216 130 133 0 134 0 220 0 86 0 100 1,203 
Multisector 0 0 0 0 0 0 0 0 0 0 0 0 130 0 0 0 130 
     Total 83 341 280 558 530 402 303 501 782 372 602 792 282 600 372 580 7,379 
                  
Comm = communication, Infra = infrastructure, Transpo = transportation. 
a For projects financed by loans approved from 1986–2001; excludes private sector loans. 
Source: Relevant Asian Development Bank databases. 
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Table A4.3: By Yeara 

 
Year Amount ($ million)  ADB Share  

 ADB Assistanceb Total Investmentsc  (%) 
     
1986 48 83  58 
1987 272 341  80 
1988 258 280  92 
1989 323 558  58 
1990 270 530  51 
1991 284 402  71 
1992 237 303  78 
1993 329 501  66 
1994 293 782  37 
1995 227 372  61 
1996 256 602  43 
1997 420 792  53 
1998 184 282  65 
1999 332 600  55 
2000 225 372  74 
2001 298 580  51 
   Total 4,253 7,379  58 
     

ADB = Asian Development Bank, PCR = project completion report. 
a For projects financed by loans approved from 1986–2001. Excludes private sector 

loans. 
b Data was taken from PCRs (for completed projects with PCRs); otherwise, the 

approved loan amount was used. 
c Data on project cost was obtained from PCRs (for completed projects with PCRs) 

and from the appraisal reports/project performance reports (for ongoing and 
completed projects without PCRs). 

Source: Relevant ADB databases. 
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Year of
Sector/Title Type Approval TA No.

Agriculture and Natural Resources 41.24
Irrigation and Rural Development 20.07

Khulna Coastal Embankment Rehabilitation ADTA 1986 831 1.20
Training in Feeder Road Construction and Maintenance ADTA 1988 1043 1.80
Non-Farm Employment Creation for Rural Women PPTA 1989 1155 0.10
Second Coastal Embankment Rehabilitation PPTA 1989 1205 0.41
Medium-Scale Irrigation, Flood Control and Drainage PPTA 1989 1207 0.15
Second Pabna Irrigation and Rural Development PPTA 1990 1272 0.25
Second Bhola Irrigation PPTA 1990 1280 0.25
Second Rural Infrastructure Development PPTA 1990 1341 0.24
Review of Options for Ground and Surface Water Development ADTA 1990 1410 0.17
Ganges-Kobadak Irrigation Rehabilitation (Phase II) ADTA 1990 1454 2.13
Southwest Area Water Resources Management Study ADTA 1991 1498 3.84
Institutional Strengthening of Department of Agriculture and Extension for 
     Minor Irrigation Development ADTA 1991 1610 0.39
Second Coastal Embankment Rehabilitation (Supplementary) PPTA 1992 1205 0.19
Second Northwest Rural Development PPTA 1992 1657 0.10
Operation and Maintenance Strengthening of the Second Bhola 
     Irrigation Project ADTA 1992 1674 0.79
Strengthening LGED's Management Capability ADTA 1992 1809 0.74
Small-Scale Water Resources Development PPTA 1992 1817 0.50
Study on Privatization of Minor Irrigation ADTA 1992 1822 0.55
Command Area Development PPTA 1992 1830 0.44
Khulna-Jessore Drainage Rehabilitation ADTA 1993 2012 0.92
Southwest Area Water Resources Development PPTA 1993 2021 0.25
Socio-Environmental Assessment of Meghna-Dhonagoda Irrigation Project ADTA 1993 2051 0.10
Socio-Environmental Assessment of the Meghna-Dhonagoda Irrigation    
     (Supplementary) ADTA 1994 2051 0.02
Study of the Socioeconomic  Impact of the Serajgonj Integrated Rural 
Development Project ADTA 1994 2092 0.06
Third Rural Infrastructure Development PPTA 1996 2550 0.50
Institutional Strengthening of Water Management Associations ADTA 1998 3052 0.15
Chittagong Hill Tracts Rural Development PPTA 1999 3213 0.50
Kalni-Kushiyara River Management PPTA 1999 3267 0.50
Chittagong Hill Tracts Region Development Plan ADTA 1999 3328 1.00
Second Small-Scale Water Resources Development Sector PPTA 1999 3358 0.40
Jamuna-Meghna River Erosion Mitigation PPTA 2001 3659 1.00
Rural Infrastructure Improvement PPTA 2001 3723 0.44

Industrial Crops and Agro-industry 0.67
Second Rubber Development PPTA 1987 908 0.33
Tree and Palm Plantation Project in Cyclone-Prone Areas PPTA 1992 1816 0.34

Forestry 10.56
Upazila Afforestation and Nursery Development ADTA 1989 1142 1.90
Forestry Master Plan ADTA 1990 1355 1.71
Upazila Afforestation and Nursery Development (Supplementary) ADTA 1995 1142 0.63
Strengthening Social Forestry in the Coastal Region ADTA 1995 2304 1.30
Forestry Sector                                                         PPTA 1995 2339 0.45
Biodiversity Conservation in Sunderbans Forests PPTA 1996 2724 0.50
Study of Future Options for the Khulna Newsprint Mills ADTA 1998 3104 0.57
Sundarbans Biodiversity Conservation ADTA 1999 3300 3.50

TECHNICAL ASSISTANCE IN 1986–2001 BY SECTOR AND YEAR

Table A5.1: By Sector

Amount
($ mn)

ADTA = advisory technical assistance, LGED = Local Government Engineering Department, mn = million, PPTA = project
preparatory technical assistance, TA = technical assistance.
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Table A5.1 (continued)

Year of
Sector/Title Type Approval TA No.

Livestock 0.60
Third Livestock Development PPTA 1995 2426 0.60

Agricultural Support Services 9.35
Crop Diversification PPTA 1986 756 0.08
Integrated Cotton Development PPTA 1986 770 0.11
Horticulture Development ADTA 1989 1256 2.77
Formulation of New Tariff Structure for Agricultural Equipment Imports ADTA 1990 1409 0.07
Strengthening the Food Planning and Monitoring Unit within the Ministry of Food ADTA 1990 1411 0.26
Institutional Strengthening of the Department of Women's Affairs ADTA 1990 1441 0.70
Social Preparation and Training of Beneficiaries and Project Staff ADTA 1990 1470 1.43
Horticulture Research and Development (Supplementary) ADTA 1994 1256 0.91
Institutional Strengthening of Bangladesh Rural Development Board ADTA 1994 1807 0.60
Foodgrain Management Operations ADTA 1994 2052 0.84
Rural Livelihood PPTA 1995 2293 0.29
Establishment of a Framework for Sustainable Microfinance ADTA 1998 3078 0.80
Northwest Agriculture Development PPTA 1999 3230 0.50

Energy 8.30
Electric Power 4.45

Review of Electricity Legislation and Regulations ADTA 1992 1743 0.09
Preparation of Power System Master Plan ADTA 1993 1962 0.60
Financial Management Upgrade of Bangladesh Power Development Board and  
     Dhaka Electric Supply Authority ADTA 1993 2004 1.00
Solicitation for Private Sector Implementation of the Meghnaghat Power ADTA 1995 2338 0.21
Valuation of Assets of Dhaka Electric Supply Company ADTA 1996 2715 0.18
Solicitation for Private Sector Implementation of the Meghnaghat Power    
     (Supplementary) ADTA 1997 2338 0.22
Solicitation for Private Sector Implementation of the Meghnaghat Power 
     (Supplementary) ADTA 1998 2338 0.17
Capacity Building of the Dhaka Electric Supply Co. Ltd. ADTA 1999 3244 0.09
Corporatization of the Ashuganj Power Station ADTA 1999 3343 1.00
Corporatization of the West Zone Distribution Operations of the Bangladesh 
     Power Development Board ADTA 2001 3801 0.90

Natural Gas 2.87
Third Natural Gas Development PPTA 1987 849 0.23
Evaluation of Private Sector Investment Proposals for Oil and Gas Exploration 
     and Development ADTA 1993 2023 0.10
Preparation of a Gas System Development Plan and the Strengthening of the 
     Organizational and Regulatory Framework for the Oil and Gas Sector ADTA 1993 2024 0.57
Safety and Efficiency Improvements in the Gas Sector ADTA 1993 2025 0.48
Gas Regulatory Authority ADTA 1997 2800 0.60
Fourth Natural Gas Development PPTA 1997 2801 0.60
Developing a Policy on Private Sector Participation in Gas Transmission PPTA 1998 3092 0.15
Institutional Reforms in the Gas Sector PPTA 1998 3097 0.15

Fuel Minerals 0.08
Sylhet Oil Field Development PPTA 1987 881 0.08

Others 0.90
Support for the Energy Regulatory Authority ADTA 1998 3129 0.90

Amount
($ mn)
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Table A5.1 (continued)

Year of
Sector/Title Type Approval TA No.

Industry and Nonfuel Minerals 2.10
Industry (Non-Agriculture) 1.75

Industrial Environmental Pollution Control Study ADTA 1988 997 0.08
Preparation of Mid-Term Technology Planning for Industrial Development ADTA 1989 1101 0.10

Strengthening of Institutional Framework for Restructuring Public Manufacturing 
     Enterprises ADTA 1992 1635 0.40
Improvement of Labor Productivity in Public Manufacturing Enterprises ADTA 1992 1636 0.33
Industrial Pollution Control Management PPTA 1992 1769 0.60
Energy Conservation in the Industrial Sector PPTA 1993 1973 0.25

Nonfuel Minerals 0.35
Limestone Development Program PPTA 1987 854 0.35

Finance 8.05
Capital Market Development 5.04

Capital Market Development PPTA 1990 1351 0.10
Institutional Strengthening of the Securities and Exchange Commission ADTA 1993 1943 0.59
Study in the Insurance Industry and Pension and Provident Fund Operations in 
     Bangladesh

ADTA 1993 2033 0.58

Audit, Valuation, and Study of Restructuring Options for the Investment 
     Corporation of Bangladesh ADTA 1993 2045 0.48
Establishment of an Automated Central Depository System ADTA 1997 2830 0.10
Capacity Building of Securities and Exchange Commission and Stock 
     Exchanges ADTA 1997 2913 1.10
Insurance Industry and Pension and Provident Fund Reforms ADTA 1997 2915 0.50
Capacity Building of the Securities and Exchange Commission and Selected 
     Capital Market Institutions ADTA 2000 3533 0.85
Pension and Insurance Sector Project PPTA 2000 3590 0.60
Central Depository Capacity Building ADTA 2001 3787 0.15

Privatization 2.61
Implementation of an Action Program to Rehabilitate the Bangladesh Shilpa Bank 
     and the Bangladesh Shilpa Rin Sangstha ADTA 1987 933 1.73
Implementation of Privatization Program for Public Manufacturing Enterprises ADTA 1992 1637 0.45
Institutional Strengthening of the Privatization Board ADTA 1997 2914 0.44

Development Finance Institution 0.39
Small and Cottage Industry Development PPTA 1989 1187 0.10
Strengthening Entrepreneurial Training Program of BSC ADTA 1990 1444 0.29

Transport and Communications 15.68
Roads and Road Transport 6.94

Institutional Support for Road and Road Transport Development ADTA 1987 896 1.20
Preparation of a Road Master Plan PPTA 1988 1053 2.06
Second Road Improvement PPTA 1989 1177 0.55
Preparation of a Road Master Plan (Supplementary) PPTA 1994 1053 0.47
Independent Review Panel for the Environmental and Resettlement Aspects of 
     the Jamuna Bridge ADTA 1996 2593 0.06
Third Road Improvement PPTA 1996 2678 0.25
Urban Transport and Environmental Improvement ADTA 1999 3297 0.65
Road Network Improvement and Maintenance PPTA 2000 3508 0.80
Jamuna Bridge Impact Study ADTA 2001 3681 0.15
Northwest Corridor Development PPTA 2001 3753 0.15
Road Network Improvement and Maintenance II PPTA 2001 3755 0.60

Amount
($ mn)
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Table A5.1 (continued)

Year of
Sector/Title Type Approval TA No.

Ports and Shipping 2.29
Mongla Port PPTA 1987 885 0.40
Mongla Port Area Development PPTA 1994 2141 0.60
Ports Upgrading PPTA 1997 2863 0.29
Oil Spill Impact and Response Management Program ADTA 1999 3357 1.00

Railways 6.35
Rail Container Transport Study PPTA 1986 787 0.35
Railway Sector Analysis PPTA 1990 1295 0.10
Railway Institutional Development ADTA 1990 1336 0.10
Preparation of the Railway Recovery Program Loan PPTA 1992 1717 0.10
Organizational Reform of Bangladesh Railway ADTA 1992 1819 1.50
Monitoring of Policy Reforms under the Railway Recovery Program Loan ADTA 1994 2230 0.10
Fourth Railways PPTA 1994 2235 0.59
Fourth Railways (Supplementary) PPTA 1996 2235 0.50
Organizational Reform of Bangladesh Railway, Phase II ADTA 1996 2544 1.00
Jamuna Rail Link ADTA 1996 2725 0.10
Organizational Reform of Bangladesh Railway, Phase II (Supplementary) ADTA 1998 2544 0.10
Assessing Load Impacts on the Jamuna Bridge ADTA 1998 3020 0.08
Regional Traffic Enhancement PPTA 2000 3490 0.90
Organizational Reform of Bangladesh Railway, Phase III ADTA 2000 3491 0.84

Telecommunications 0.10
Advisor to the Ministry of Posts and Telecommunications A&O 1997 2778 0.10

Social Infrastructure 26.10
Water Supply and Sanitation 1.30

Second Water Supply and Sanitation PPTA 1992 1684 0.50
Institutional Strengthening of the Department of Public Health Engineering ADTA 1993 1979 0.35
Institutional Strengthening of Pourashavas for Urban Water Supply and 
     Sanitation Services

ADTA 1993 1980 0.45

Education 14.23
Secondary Science Education Sector ADTA 1987 845 2.02
Post-Secondary Science Education PPTA 1987 920 0.15
Primary Education Sector PPTA 1989 1136 0.10
Rural Training PPTA 1989 1159 0.23
Open University PPTA 1989 1222 0.25
Higher Secondary Education PPTA 1990 1294 0.10
Institutional Strengthening of Directorate of Primary Education ADTA 1990 1359 0.40
Staff Development and Training Materials ADTA 1990 1439 0.78
Research and Development ADTA 1990 1440 0.88
A Survey of Higher Secondary Educational Institutions ADTA 1991 1489 0.21
Secondary Education PPTA 1991 1562 0.30
Institutional Strengthening of the Directorate of Secondary and Higher Education ADTA 1993 1991 0.49
Nonformal Education PPTA 1993 2013 0.25
Vocational Training PPTA 1994 2130 0.40
Social Sector Strategy Study ADTA 1994 2131 0.10
Second Primary Education Sector PPTA 1995 2469 0.17
Institutional Development of the Directorate of Nonformal Education ADTA 1996 2534 3.77
Secondary Education Sector Development PPTA 1997 2908 0.74
Primary School Peformance Monitoring ADTA 1997 2921 1.50
Second Nonformal Education PPTA 2000 3465 0.60
Primary Education Sector Improvement PPTA 2001 3766 0.80

A&O = advisory and operational.

Amount
($ mn)
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Table A5.1 (continued)

Year of
Sector/Title Type Approval TA No.

Urban Development and Housing 8.61
Dhaka Environmental Infrastructure PPTA 1987 915 0.08
Institutional Strengthening of the Housing and Settlement Directorate ADTA 1989 1103 0.44
National Environmental Monitoring and Pollution Control ADTA 1989 1104 0.75
Feasibility Study for Secondary Towns Infrastructure and Services Development PPTA 1989 1105 0.35
Dhaka Integrated Flood Protection PPTA 1990 1318 0.60
Secondary Towns Integrated Flood Protection PPTA 1990 1396 0.60
Institutional Strengthening of Pourashavas ADTA 1990 1429 0.98
Secondary Towns Infrastructure Development II PPTA 1991 1466 0.60
Formulation of Land Development Controls and Procedures
     for Dhaka City

ADTA 1991 1609 0.57

Housing Sector Institutional Strengthening ADTA 1992 1670 0.60
Modernization of Land Administration ADTA 1995 2307 0.60
Urban Poverty Reduction PPTA 1995 2410 0.60
Modernization of Land Administration (Phase II) ADTA 1996 2661 0.60
Third Urban Development PPTA 1997 2816 0.60
Promoting Good Urban Governance in Dhaka ADTA 1998 3053 0.15
Urban Sector Strategy ADTA 1999 3226 0.15
Urban Governance and Infrastructure Improvement PPTA 2001 3690 0.35

Health and Population 1.96
Institutional Strengthening of Procurement of Medical Supplies ADTA 1988 975 0.08
Second Health and Family Planning Services PPTA 1989 1264 0.25
Strengthening the Management and Maintenance Capabilities of NEMEW and 
     its Regional Workshops ADTA 1991 1463 0.24
Bangladesh Integrated Nutrition ADTA 1993 1898 0.10
Urban Primary Health Care PPTA 1995 2413 0.45
Health Care Financing - National Health Accounts ADTA 1996 2584 0.35
Strengthening the Management Capacity of the City Corporation Health 
     Departments ADTA 1997 2864 0.50

Multisector 1.23
Northwest Region Development and Investment Study ADTA 1996 2545 1.10
Finance, Industry  and Trade Sector Review and Strategy Formulation ADTA 2001 3698 0.13

Others 8.61
Institutional Support to the Ministry of Finance ADTA 1990 1274 0.60
Environmental Management Training ADTA 1991 1594 0.45
Development of Revised Standard Minimum Model-X ADTA 1992 1676 0.10
Workshop on Build-Own-Operate and Build-Operate Transfer Models ADTA 1992 1691 0.10
Assessment of the Role and Impact of Nongovernment Organizations ADTA 1992 1695 0.10
Development of Revised Standard Minimum Model-X (Supplementary) ADTA 1993 1676 0.04
Improvement of the Household Expenditure Survey of the Bangladesh Bureau 
     of Statistics ADTA 1994 2071 0.35
Strengthening the Post-Evaluation Capability of the Implementation Monitoring 
     and Evaluation Division ADTA 1994 2076 0.10
Regulatory Framework for Import of Hazardous and Toxic Materials ADTA 1994 2086 0.52
Institutional Strengthening for Government-Nongovernment Organization 
     Cooperation ADTA 1994 2088 0.33
Study of Urban Poverty in Bangladesh ADTA 1994 2246 0.19
Project Implementation ADTA 1994 2250 0.15
Capacity Building of the Economic Relations Division ADTA 1995 2496 0.22
Improving National Accounts ADTA 1996 2682 0.60
Second Institutional Strengthening of Government-Nongovernment Organization 
     Cooperation ADTA 1997 2848 0.40
Strengthening of Public Administration Training ADTA 1997 2882 0.40
Land Administration Reform PPTA 1998 3054 0.88

Amount
($ mn)
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Table A5.1 (continued)

Year of
Sector/Title Type Approval TA No.

Others (continued)
Efficiency Enhancement of Fiscal Management ADTA 1998 3066 0.70
Bangladesh Environment Operational Strategy ADTA 1999 3269 0.10
Strengthening Project Portfolio Performance ADTA 1999 3336 1.00
Partnership Agreement on Poverty Reduction between the Asian Development 
     Bank and the Government of Bangladesh ADTA 1999 3339 0.10
Strengthening External Debt Management Capacity ADTA 1999 3359 0.40
Strengthening the National Accounts and Poverty Monitoring System ADTA 2000 3582 0.60
Bangladesh Poverty Assessment ADTA 2001 3648 0.10
Public Expenditure Review ADTA 2001 3649 0.10

       Total 111.30

Source: Relevant Asian Development Bank databases.

Amount
($ mn)
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TA
No. Title Type

1986 1.73
756 Crop Diversification PPTA 0.08 10 Mar 1986
770 Integrated Cotton Development PPTA 0.11 23 May 1986
787 Rail Container Transport Study PPTA 0.35 25 Jul 1986
831 Khulna Coastal Embankment Rehabilitation ADTA 1.20 11 Dec 1986

1987 6.55
845 Secondary Science Education Sector ADTA 2.02 9 Jan 1987
849 Third Natural Gas Development PPTA 0.23 22 Jan 1987
854 Limestone Development Program PPTA 0.35 22 Jan 1987
881 Sylhet Oil Field Development PPTA 0.08 8 Jun 1987
885 Mongla Port PPTA 0.40 25 Jun 1987
896 Institutional Support for Road and Road Transport Development ADTA 1.20 27 Aug 1987
908 Second Rubber Development PPTA 0.33 14 Oct 1987
915 Dhaka Environmental Infrastructure PPTA 0.08 29 Oct 1987
920 Post-Secondary Science Education PPTA 0.15 20 Nov 1987
933 Implementation of an Action Program to Rehabilitate the Bangladesh Shilpa Bank 

     and the Bangladesh Shilpa Rin Sangstha ADTA 1.73 2 Dec 1987

1988 4.01
975 Institutional Strengthening of Procurement of Medical Supplies ADTA 0.08 9 May 1988
997 Industrial Environmental Pollution Control Study ADTA 0.08 30 Jun 1988

1043 Training in Feeder Road Construction and Maintenance ADTA 1.80 13 Oct 1988
1053 Preparation of a Road Master Plan PPTA 2.06 24 Oct 1988

1989 8.44
1101 Preparation of Mid-Term Technology Planning for Industrial Development ADTA 0.10 6 Jan 1989
1103 Institutional Strengthening of the Housing and Settlement Directorate ADTA 0.44 12 Jan 1989
1104 National Environmental Monitoring and Pollution Control ADTA 0.75 12 Jan 1989
1105 Feasibility Study for Secondary Towns Infrastructure and Services Development PPTA 0.35 12 Jan 1989
1136 Primary Education Sector PPTA 0.10 3 Mar 1989
1142 Upazila Afforestation and Nursery Development ADTA 1.90 30 Mar 1989
1155 Non-Farm Employment Creation for Rural Women PPTA 0.10 26 Apr 1989
1159 Rural Training PPTA 0.23 29 May 1989
1177 Second Road Improvement PPTA 0.55 11 Jul 1989
1187 Small and Cottage Industry Development PPTA 0.10 27 Jul 1989
1205 Second Coastal Embankment Rehabilitation PPTA 0.41 14 Sep 1989
1207 Medium-Scale Irrigation, Flood Control and Drainage PPTA 0.15 20 Sep 1989
1222 Open University PPTA 0.25 16 Nov 1989
1256 Horticulture Development ADTA 2.77 21 Dec 1989
1264 Second Health and Family Planning Services PPTA 0.25 26 Dec 1989

1990 12.73
1272 Second Pabna Irrigation and Rural Development PPTA 0.25 27 Feb 1990
1274 Institutional Support to the Ministry of Finance ADTA 0.60 27 Feb 1990
1280 Second Bhola Irrigation PPTA 0.25 19 Mar 1990
1294 Higher Secondary Education PPTA 0.10 26 Apr 1990
1295 Railway Sector Analysis PPTA 0.10 27 Apr 1990
1318 Dhaka Integrated Flood Protection PPTA 0.60 7 Jun 1990
1336 Railway Institutional Development ADTA 0.10 11 Jul 1990
1341 Second Rural Infrastructure Development PPTA 0.24 25 Jul 1990
1351 Capital Market Development PPTA 0.10 9 Aug 1990
1355 Forestry Master Plan ADTA 1.71 16 Aug 1990
1359 Institutional Strengthening of Directorate of Primary Education ADTA 0.40 21 Aug 1990
1396 Secondary Towns Integrated Flood Protection PPTA 0.60 24 Oct 1990
1409 Formulation of New Tariff Structure for Agricultural Equipment Imports ADTA 0.07 6 Nov 1990
1410 Review of Options for Ground and Surface Water Development ADTA 0.17 6 Nov 1990
1411 Strengthening the Food Planning and Monitoring Unit within the Ministry of Food ADTA 0.26 6 Nov 1990
1429 Institutional Strengthening of Pourashavas ADTA 0.98 4 Dec 1990
1439 Staff Development and Training Materials ADTA 0.78 13 Dec 1990
1440 Research and Development ADTA 0.88 13 Dec 1990
1441 Institutional Strengthening of the Department of Women's Affairs ADTA 0.70 13 Dec 1990

ADTA = advisory technical assistance, PPTA = project preparatory technical assistance, TA = technical assistance.

Table A5.2: By Year

Amount Date of
($ mn) Approval
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Table A5.2 (continued)

TA
No. Title Type

1444 Strengthening Entrepreneurial Training Program of BSC ADTA 0.29 18 Dec 1990
1454 Ganges-Kobadak Irrigation Rehabilitation (Phase II) ADTA 2.13 18 Dec 1990
1470 Social Preparation and Training of Beneficiaries and Project Staff ADTA 1.43 13 Dec 1990

1991 6.59
1463 Strengthening the Management and Maintenance Capabilities of NEMEW and its 

     Regional Workshops
ADTA 0.24 10 Jan 1991

1466 Secondary Towns Infrastructure Development II PPTA 0.60 18 Jan 1991
1489 A Survey of Higher Secondary Educational Institutions ADTA 0.21 4 Mar 1991
1498 Southwest Area Water Resources Management Study ADTA 3.84 20 Mar 1991
1562 Secondary Education PPTA 0.30 10 Sep 1991
1594 Environmental Management Training ADTA 0.45 8 Nov 1991
1609 Formulation of Land Development Controls and Procedures for Dhaka City ADTA 0.57 21 Nov 1991
1610 Institutional Strengthening of Department of Agriculture and Extension for Minor 

     Irrigation Development
ADTA 0.39 21 Nov 1991

1992 8.54
1205 Second Coastal Embankment Rehabilitation (Supplementary) PPTA 0.19 9 Mar 1992
1635 Strengthening of Institutional Framework for Restructuring Public Manufacturing 

     Enterprises
ADTA 0.40 2 Jan 1992

1636 Improvement of Labor Productivity in Public Manufacturing Enterprises ADTA 0.33 2 Jan 1992
1637 Implementation of Privatization Program for Public Manufacturing Enterprises ADTA 0.45 2 Jan 1992
1657 Second Northwest Rural Development PPTA 0.10 13 Jan 1992
1670 Housing Sector Institutional Strengthening ADTA 0.60 4 Feb 1992
1674 Operation and Maintenance Strengthening of the Second Bhola Irrigation Project ADTA 0.79 27 Feb 1992
1676 Development of Revised Standard Minimum Model-X ADTA 0.10 16 Mar 1992
1676 Development of Revised Standard Minimum Model-X (Supplementary) ADTA 0.04 10 Aug 1993
1684 Second Water Supply and Sanitation PPTA 0.50 31 Mar 1992
1691 Workshop on Build-Own-Operate and Build-Operate Transfer Models ADTA 0.10 20 Apr 1992
1695 Assessment of the Role and Impact of Nongoverment Organizations ADTA 0.10 20 Apr 1992
1717 Preparation of the Railway Recovery Program Loan PPTA 0.10 18 Jun 1992
1743 Review of Electricity Legislation and Regulations ADTA 0.09 18 Aug 1992
1769 Industrial Pollution Control Management PPTA 0.60 22 Oct 1992
1809 Strengthening the Local Government Engineering Department's Management 

     Capability ADTA 0.74 21 Dec 1992
1816 Tree and Palm Plantation Project in Cyclone-Prone Areas PPTA 0.34 23 Dec 1992
1817 Small-Scale Water Resources Development PPTA 0.50 23 Dec 1992
1819 Organizational Reform of Bangladesh Railway ADTA 1.50 22 Dec 1992
1822 Study on Privatization of Minor Irrigation ADTA 0.55 24 Dec 1992
1830 Command Area Development PPTA 0.44 29 Dec 1992

1993 7.54
1898 Bangladesh Integrated Nutrition ADTA 0.10 1 Jun 1993
1943 Institutional Strengthening of the Securities and Exchange Commission ADTA 0.59 30 Aug 1993
1962 Preparation of Power System Master Plan ADTA 0.60 11 Oct 1993
1973 Energy Conservation in the Industrial Sector PPTA 0.25 9 Nov 1993
1979 Institutional Strengthening of the Department of Public Health Engineering ADTA 0.35 16 Nov 1993
1980 Institutional Strengthening of Pourashavas for Urban Water Supply and Sanitation 

     Services
ADTA 0.45 16 Nov 1993

1991 Institutional Strengthening of the Directorate of Secondary and Higher Education ADTA 0.49 23 Nov 1993
2004 Financial Management Upgrade of Bangladesh Power Development Board and 

     Dhaka Electric Supply Authority
ADTA 1.00 26 Nov 1993

2012 Khulna-Jessore Drainage Rehabilitation ADTA 0.92 14 Dec 1993
2013 Nonformal Education PPTA 0.25 14 Dec 1993
2021 Southwest Area Water Resources Development PPTA 0.25 16 Dec 1993
2023 Evaluation of Private Sector Investment Proposals for Oil and Gas Exploration and 

     Development ADTA 0.10 13 Dec 1993
2024 Preparation of a Gas System Development Plan and the Strengthening of the 

     Organizational and Regulatory Framework for the Oil and Gas Sector
ADTA 0.57 21 Dec 1993

2025 Safety and Efficiency Improvements in the Gas Sector ADTA 0.48 21 Dec 1993
2033 Study in the Insurance Industry and Pension and Provident Fund Operations in 

     Bangladesh
ADTA 0.58 27 Dec 1993

2045 Audit, Valuation and Study of Restructuring Options for the Investment Corporation of 
Bangladesh

ADTA 0.48 29 Dec 1993

2051 Socio-Environmental Assessment of Meghna-Dhonagoda Irrigation Project ADTA 0.10 29 Dec 1993

Amount Date of
($ mn) Approval
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Table A5.2 (continued)

TA
No. Title Type

1994 6.33
1053 Preparation of a Road Master Plan (Supplementary) PPTA 0.47 26 May 1994
1256 Horticulture Research and Development (Supplementary) ADTA 0.91 16 Sep 1994
1807 Institutional Strengthening of Bangladesh Rural Development Board ADTA 0.60 11 Mar 1994
2051 Socio-Environmental Assessment of the Meghna-Dhonagoda Irrigation 

     (Supplementary) ADTA 0.02 20 Jun 1994
2052 Foodgrain Management Operations ADTA 0.84 3 Jan 1994
2071 Improvement of the Household Expenditure Survey of the Bangladesh Bureau of 

     Statistics
ADTA 0.35 17 Mar 1994

2076 Strengthening the Post-Evaluation Capability of the Implementation Monitoring and 
     Evaluation Division ADTA 0.10 6 Apr 1994

2086 Regulatory Framework for Import of Hazardous and Toxic Materials ADTA 0.52 26 Apr 1994
2088 Institutional Strengthening for Government-Nongovernment Organization 

     Cooperation ADTA 0.33 27 Apr 1994
2092 Study of the Socioeconomic  Impact of the Serajgonj Integrated Rural Development ADTA 0.06 23 May 1994
2130 Vocational Training PPTA 0.40 5 Aug 1994
2131 Social Sector Strategy Study ADTA 0.10 5 Aug 1994
2141 Mongla Port Area Development PPTA 0.60 19 Aug 1994
2230 Monitoring of Policy Reforms under the Railway Recovery Program Loan ADTA 0.10 9 Dec 1994
2235 Fourth Railways PPTA 0.59 13 Dec 1994
2246 Study of Urban Poverty in Bangladesh ADTA 0.19 19 Dec 1994
2250 Project Implementation ADTA 0.15 20 Dec 1994

1995 5.51
1142 Upazila Afforestation and Nursery Development (Supplementary) ADTA 0.63 3 Apr 1995
2293 Rural Livelihood PPTA 0.29 24 Jan 1995
2304 Strengthening Social Forestry in the Coastal Region ADTA 1.30 2 Mar 1995
2307 Modernization of Land Administration ADTA 0.60 7 Mar 1995
2338 Solicitation for Private Sector Implementation of the Meghnaghat Power ADTA 0.21 30 May 1995
2339 Forestry Sector                                                         PPTA 0.45 1 Jun 1995
2410 Urban Poverty Reduction PPTA 0.60 28 Sep 1995
2413 Urban Primary Health Care PPTA 0.45 3 Oct 1995
2426 Third Livestock Development PPTA 0.60 17 Oct 1995
2469 Second Primary Education Sector PPTA 0.17 12 Dec 1995
2496 Capacity Building of the Economic Relations Division ADTA 0.22 21 Dec 1995

1996 9.50
2235 Fourth Railways (Supplementary) PPTA 0.50 8 Apr 1996
2534 Institutional Development of the Directorate of Nonformal Education ADTA 3.77 11 Jul 1996
2544 Organizational Reform of Bangladesh Railway, Phase II ADTA 1.00 21 Mar 1996
2545 Northwest Region Development and Investment Study ADTA 1.10 21 Mar 1996
2550 Third Rural Infrastructure Development PPTA 0.50 27 Mar 1996
2584 Health Care Financing - National Health Accounts ADTA 0.35 10 Jun 1996
2593 Independent Review Panel for the Environmental and Resettlement Aspects of the 

     Jamuna Bridge ADTA 0.06 26 Jun 1996
2661 Modernization of Land Administration (Phase II) ADTA 0.60 11 Oct 1996
2678 Third Road Improvement PPTA 0.25 5 Nov 1996
2682 Improving National Accounts ADTA 0.60 6 Nov 1996
2715 Valuation of Assets of Dhaka Electric Supply Company ADTA 0.18 18 Dec 1996
2724 Biodiversity Conservation in Sunderbans Forests PPTA 0.50 19 Dec 1996
2725 Jamuna Rail Link ADTA 0.10 19 Dec 1996

1997 8.09
2338 Solicitation for Private Sector Implementation of the Meghnaghat Power 

     (Supplementary)
ADTA 0.22 12 Mar 1997

2778 Advisor to the Ministry of Posts and Telecommunications ADTA 0.10 10 Apr 1997
2800 Gas Regulatory Authority ADTA 0.60 23 May 1997
2801 Fourth Natural Gas Development PPTA 0.60 23 May 1997
2816 Third Urban Development PPTA 0.60 24 Jun 1997
2830 Establishment of an Automated Central Depository System ADTA 0.10 23 Jul 1997
2848 Second Institutional Strengthening of Government-Nongovernment Organization 

     Cooperation ADTA 0.40 25 Aug 1997
2863 Ports Upgrading PPTA 0.29 10 Sep 1997
2864 Strengthening the Management Capacity of the City Corporation Health 

     Departments
ADTA 0.50 12 Sep 1997

Amount Date of
($ mn) Approval
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Table A5.2 (continued)

TA
No. Title Type

2882 Strengthening of Public Administration Training ADTA 0.40 30 Sep 1997
2908 Secondary Education Sector Development PPTA 0.74 4 Nov 1997
2913 Capacity Building of Securities and Exchange Commission and Stock Exchanges ADTA 1.10 20 Nov 1997
2914 Institutional Strengthening of the Privatization Board ADTA 0.44 20 Nov 1997
2915 Insurance Industry and Pension and Provident Fund Reforms ADTA 0.50 20 Nov 1997
2921 Primary School Peformance Monitoring ADTA 1.50 26 Nov 1997

1998 4.79
2338 Solicitation for Private Sector Implementation of the Meghnaghat Power (Suppl.) ADTA 0.17 3 Aug 1998
2544 Organizational Reform of Bangladesh Railway, Phase II (Suppl.) ADTA 0.10 18 Jun 1998
3020 Assessing Load Impacts on the Jamuna Bridge ADTA 0.08 27 May 1998
3052 Institutional Strength. of Water Management Associations ADTA 0.15 29 Jul 1998
3053 Promoting Good Urban Governance in Dhaka ADTA 0.15 3 Aug 1998
3054 Land Administration Reform PPTA 0.88 14 Aug 1998
3066 Efficiency Enhancement of Fiscal Management ADTA 0.70 10 Sep 1998
3078 Establishment of a Framework for Sustainable Microfinance ADTA 0.80 29 Sep 1998
3092 Developing a Policy on Private Sector Participation in Gas Transmission PPTA 0.15 4 Nov 1998
3097 Institutional Reforms in the Gas Sector PPTA 0.15 16 Nov 1998
3104 Study of Future Options for the Khulna Newsprint Mills ADTA 0.57 27 Nov 1998
3129 Support for the Energy Regulatory Authority ADTA 0.90 16 Dec 1998

1999 10.88
3213 Chittagong Hill Tracts Rural Development PPTA 0.50 30 Jun 1999
3226 Urban Sector Strategy ADTA 0.15 16 Jul 1999
3230 Northwest Agriculture Development PPTA 0.50 26 Jul 1999
3244 Capacity Building of the Dhaka Electric Supply Co. Ltd. ADTA 0.09 20 Aug 1999
3267 Kalni-Kushiyara River Management PPTA 0.50 29 Sep 1999
3269 Bangladesh Environment Operational Strategy ADTA 0.10 30 Sep 1999
3297 Urban Transport and Environmental Improvement ADTA 0.65 16 Nov 1999
3300 Sundarbans Biodiversity Conservation ADTA 3.50 10 Nov 1999
3328 Chittagong Hill Tracts Region Development Plan ADTA 1.00 8 Dec 1999
3336 Strengthening Project Portfolio Performance ADTA 1.00 12 Dec 1999
3339 Partnership Agreement on Poverty Reduction between the Asian Development Bank 

     and the Government of Bangladesh ADTA 0.10 14 Dec 1999
3343 Corporatization of the Ashuganj Power Station ADTA 1.00 17 Dec 1999
3357 Oil Spill Impact and Response Management Program ADTA 1.00 22 Dec 1999
3358 Second Small-Scale Water Resources Development Sector PPTA 0.40 22 Dec 1999
3359 Strengthening External Debt Management Capacity ADTA 0.40 22 Dec 1999

2000 5.19
3465 Second Nonformal Education PPTA 0.60 5 Jul 2000
3490 Regional Traffic Enhancement PPTA 0.90 29 Aug 2000
3491 Organizational Reform of Bangladesh Railway, Phase III ADTA 0.84 29 Aug 2000
3508 Road Network Improvement and Maintenance PPTA 0.80 29 Sep 2000
3533 Capacity Building of the Securities and Exchange Commission and Selected Capital 

     Market Institutions
ADTA 0.85 9 Nov 2000

3582 Strengthening the National Accounts and Poverty Monitoring System ADTA 0.60 14 Dec 2000
3590 Pension and Insurance Sector Project PPTA 0.60 15 Dec 2000

2001 4.87
3648 Bangladesh Poverty Assessment ADTA 0.10 23 Apr 2001
3649 Public Expenditure Review ADTA 0.10 23 Apr 2001
3659 Jamuna-Meghna River Erosion Mitigation PPTA 1.00 28 May 2001
3681 Jamuna Bridge Impact Study ADTA 0.15 3 Jul 2001
3690 Urban Governance and Infrastructure Improvement PPTA 0.35 27 Jul 2001
3698 Finance, Industry  and Trade Sector Review and Strategy Formulation ADTA 0.13 7 Aug 2001
3723 Rural Infrastructure Improvement PPTA 0.44 19 Sep 2001
3753 Northwest Corridor Development PPTA 0.15 29 Oct 2001
3755 Road Network Improvement and Maintenance II PPTA 0.60 30 Oct 2001
3766 Primary Education Sector Improvement PPTA 0.80 13 Nov 2001
3787 Central Depository Capacity Building ADTA 0.15 6 Dec 2001
3801 Corporatization of the West Zone Distribution Operations of the Bangladesh Power 

     Development Board ADTA 0.90 17 Dec 2001

Total 111.30
Source: Relevant Asian Development Bank databases.

($ mn) Approval
Amount Date of



Project Costs Cost Time
Project Title  PPAR PPAR Loan AR Actual AR Actual Overrun Overrun AR Actual

  No. Date No. ($ mn) ($ mn) ($ mn) ($ mn) (%) (%) (%) (%)

A. Agriculture and Natural Resources
Agricultural  Credit  Project PE-149 1985 240 9.4 9.4 13.5 13.4 (0.4) 2.5 66.4 50.0 24.0 GS
Low-Lift  Pump  Maintenance  Program PE-151 1985 381 8.9 5.7 9.5 6.7 (29.1) 2.5 116.4 100.0 40.5 GS
Fisheries  Development  Project PE-161 1985 129 3.2 1.9 5.0 4.1 (17.7) 2.3 53.0 48–95 neg. US
Jute  Seed  Project PE-214 1987 213 9.6 6.6 12.0 9.9 (17.4) 4.0 69.2 51.5 — PS
Ashuganj  Fertilizer  Project PE-220 1987 217 30.0 30.0 249.4 469.0 88.1 4.8 148.9 21.2 11.2 GS
Ashuganj  Fertilizer  Project  (Supplementary) PE-220 1987 396 25.0 25.0
Second  Agricultural  Credit  Project PE-259 1988 460 28.1 8.2 45.1 10.3 (77.2) 2.9 98.6 54.0 28.9 GS
Foodgrain  Storage  Project PE-268 1989 393 9.0 8.2 13.8 9.3 (32.8) 2.0 58.6 18.0 4.1 PS
Crop  Intensification  Program PE-283 1989 431 11.8 8.2 15.4 10.1 (34.6) 1.8 42.7 10.5 9.2 PS
Fisheries  Credit  Project PE-288 1989 420 10.8 3.1 20.0 5.2 (74.1) 2.7 58.3 19–21 18–24 GS
Chittagong  Urea  Fertilizer  Project PE-292 1989 541/796 99.9 88.4 467.5 525.4 12.4 2.2 61.5 19.0 8.3 GS
Livestock Services Development and Training PE-295 1989 374/626 14.2 9.4 20.0 11.8 (41.2) 3.0 84.0 21.0 — PS
Agricultural Inputs Program PE-350 1991 830 51.7 54.7 65.0 58.3 (10.4) 0.5 27.0 — — PS
Second Crop Intensification Program PE-352 1991 524 18.0 6.9 22.3 8.7 (60.9) (0.3) (4.3) 21.0 — GS
Third Crop Intensification Program PE-352 1991 658 70.0 48.6 77.3 56.5 (26.9) (0.4) (8.2) — — PS
Fourth Crop Intensification Program PE-352 1991 771 69.0 82.8 81.5 85.9 5.4 1.7 (67.6) — — PS
Community Forestry Project PE-396 1993 555 11.0 5.3 16.8 8.7 (48.3) 16.0 12.6 GS
Serajgonj Integ. Rural Development Project PE-447 1995 293 26.0 24.7 45.2 48.3 7.0 4.3 84.6 29.0 5.6 PS
Northwest Rural Development Project PE-458 1996 615 45.0 16.8 66.0 26.9 (59.3) 2.5 37.5 52.0 — PS
Flood Rehabilitation Project PE-466 1996 882 14.3 12.3 16.0 38.5 140.6 2.5 153.8 — — GS
Pabna Irrigation and Rural Development PE-475 1996 378 38.0 38.0 85.0 116.3 36.8 7.3 122.7 18.0 2.6–3.7 PS
Ganges-Kobadak Irrigation Rehabilitation Project PE-499 1997 671 37.0 43.3 49.3 66.7 35.3 3.9 58.6 73.4 15 GS
Foodcrops Development Program PE-542 1999 1045 125.0 130.7 200.0 205.7 2.9 2.1 94.4 — — PS
Upazila Afforestation and Nursery Development PE-571 2001 956 43.5 40.9 50.3 46.8 (7.0) 1.5 31.1 22.9 9.3 PS

B. Energy
West  Zone  Power  Project PE-21 1979 141/142 10.5 10.4 17.5 22.7 29.4 1.3 147.6 12.0 — PS
West Zone Power Project (Supplementary) PE-21 1979 212 4.6 4.6
Greater Dhaka Gas Distribution Project PE-173 1986 255 12.2 9.6 26.9 17.1 (36.5) (0.8) (17.6) 50.0 67.2 GS
Chittagong  Power  Distribution Project PE-222 1987 325 27.8 27.6 47.1 41.7 (11.5) 4.0 99.2 20.9 8.0 PS
Natural Gas Development Project PE-338 1991 506 31.0 21.3 45.9 35.0 (23.9) 3.8 117.3 52.0 72.2 GS
Power System Rehabilitation and Expansion PE-377 1992 523 26.5 23.1 42.2 71.2 68.9 5.0 161.0 7.0 — PS
Second Natural Gas Development Project PE-492 1997 714 103.8 82.4 157.5 138.9 (11.8) 6.0 271.0 96.0 16.0 GS
Seventh Power Project PE-514 1998 751 40.5 49.2 66.0 82.9 25.5 4.3 100.1 20.9 18.0 GS

C. Finance
Bangladesh  Shilpa  Bank  Project PE-49 1981 130/131 12.6 12.4 1.3 49.9 — — PS
Bangladesh Shilpa Rin Sangstha Project PE-170 1986 205 15.0 15.0 1.2 39.5 — — PS
Second Ban Shilpa Rin Sangstha Project PE-196 1986 286 25.0 24.0 1.9 42.6 — — PS
Third Ban Shilpa Rin Sangstha Project PE-275 1989 449 30.0 14.7 3.4 110.5 — — US
Second Bangladesh Shilpa Bank Project PE-294 1989 368 25.0 15.8 3.9 100.7 — — US

— = not available, AR = appraisal report, EIRR = economic internal rate of return, mn = million, PPAR = project performance audit report.
a
  GS = generally successful, PS = partly successful, US = unsuccessful.

PROJECT EVALUATION RESULTS
(As of 31 December 2001)
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Project Costs Cost Time

Project Title  PPAR PPAR Loan AR Actual AR Actual Overrun Overrun AR Actual
  No. Date No. ($ mn) ($ mn) ($ mn) ($ mn) (%) (%) (%) (%)

D. Industry and Nonfuel Minerals
Industrial Program PE-362 1992 891 65.0 60.3 65.0 60.3 (7.2) (0.3) (26.6)  — — PS
Padma Textile Mills PE-367 1992 858 2.5 2.5 13.8 14.2 2.5 (0.3) (16.8) 15.7 13.2 GS
Geological Survey Project PE-379 1992 450 6.2 6.2 11.3 13.9 22.7 5.0 98.5  — — GS
Second Industrial Program PE-546 2000 1147 125.0 62.3 125.0 62.3 (50.1) 0.4 23.2  — — US

E. Social Infrastructure
Public  Health  Program PE-271 1989 504 15.6 11.9 20.7 15.1 (27.0) 3.3 117.8 63–79 neg. PS
Education Equipment Dev Project PE-321 1990 373 6.0 4.2 8.0 5.4 (32.3) 5.0 123.0         — — PS
Community Schools Project PE-323 1990 510 13.5 6.0 17.0 10.3 (39.4) 2.8 70.4         — — PS
Health & Family Planning Services Project PE-412 1994 672 27.5 27.8 34.7 33.3 (4.0) 4.3 123.9         — — PS
Econdary Science Educ. Sector Project PE-416 1994 699 37.0 23.9 47.0 30.9 (34.2) 0.7 13.3         — — PS
District Towns Water Supply Project PE-454 1995 571 14.4 13.1 21.4 20.8 (2.9) 4.4 105.6         — — PS
Primary Education Sector Project PE-555 2000 1026 68.3 54.1 81.6 62.4 (23.5) 1.1 21.3         — — GS
Dhaka Urban Infrastructure Improvement Project PE-573 2001 942 24.2 22.1 29.5 23.8 (19.3) 2.5 54.1 82.0 1.6–21.5 PS
Rural Training PE-580 2001 1066 16.3 10.4 19.4 16.9 (12.5) 2.0 47.8         — — GS

F. Transport and Communications
Railway Project PE-98 1983 215 23.0 20.6 40.3 45.2 12.3 3.5 107.0 27.5 17.2 PS
Chittagong  Port  Project PE-99 1983 143 6.8 2.0 15.6 17.3 10.7 4.3 101.0 17.0 15.5 GS
Khulna-Mongla  Road  Project PE-232 1987 298 15.0 14.6 20.5 29.4 43.5 4.1 110.1 17.0 — US
Flood Damage Restoration Project PE-444 1995 892 40.0 37.4 48.0 49.1 2.2 1.2 90.8 14–29 20–29 GS

Source: Relevant Asian Development Bank databases.
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NONGOVERNMENT ORGANIZATIONS: ACTUAL AND POTENTIAL ROLE 
 

A. Introduction 

1. Bangladesh is well known as a pioneer in the development of nongovernment 
organizations (NGOs) in relation to a wide variety of activities.  The main reason for this has 
been the functional inability of government authorities—not to mention the traditional, 
commercial private sector—to address the basic needs of the population.  While the role of 
NGOs remains controversial, not least because of their ambiguous legal status and uncertain 
accountability and transparency, they fill significant gaps in the economic and social 
infrastructure of the country.  While making good this deficiency in the provision of services, 
many NGOs also have an “advocacy” or pressure group role on behalf of a particular cause or 
vulnerable groups in society.  
 
B. Key Findings 
 

1. Status and Role of NGOs: An Overview 
 
2. Bangladesh has over 22,000 NGOs.  However, the NGO sector is mostly dominated by 
a small group of less than a dozen large NGOs  (e.g. the Bangladesh Rural Advancement 
Committee, Association for Social Advancement, and Proshika) that are often dubbed as 
“Goliath NGOs” by smaller NGOs and community-based organizations (CBOs).1  Nevertheless, 
over 1,300 NGOs have received one or other form of international assistance as many bilateral 
agencies have mainstreamed and simplified procedures to provide direct assistance to NGOs to 
deliver goods and services, particularly in areas of microfinance, and gender- and poverty 
reduction-related programs. In comparison to other agencies, collaboration of the Asian 
Development Bank (ADB) with NGOs has remained relatively low in terms of financial support. 
However, as the Bangladesh Resident Mission assigned a specific NGO focal point, ADB’s 
dialogue and consultation with NGOs have increased. More than 680 NGOs have been involved 
in 15 ADB projects during the last 10 years (Table A7), 84% of them in three projects related to 
forestry and diversity.  
 
3. Although the Government is better organized in dealing with NGOs than most South 
Asian countries, its attitude still follows the “command and control” paradigm.  As early as 1992, 
ADB advised the Government to deregulate the NGO sector and transfer regulatory 
coordination responsibility to the NGOs themselves.  However, this recommendation, which also 
has had the support of other development partners, has not been implemented yet. 

 
2. Country Operational Strategy and Assistance Program 

4. In its country operational strategies and assistance programs since 1990, ADB has been 
consistent with its view on the role and involvement of NGOs. Two advisory technical assistance 
(TA) grants aimed at bringing about improvements in Government-NGO cooperation and 
optimizing the involvement of civil society, including NGOs, to redress key social issues such as 
poverty reduction and efficient and cost-effective delivery mechanism.  Yet, the 
recommendations of the TAs have not been implemented.   
 

                                                 
1 CBOs are NGOs with a purely local sphere of operations (typically at village level), often created for a specific 

purpose or function, such as to provide a vehicle for the implementation of forestry projects. 
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Table A7: Projects with Nongovernment Organizations in Bangladesh 
 

Loan No./Project Title Total Number of 
NGOs 

  
1159-BAN(SF): Second Bhola Irrigation Project         1 
1264-BAN(SF): Second Water Supply and Sanitation Project       10 
1353-BAN(SF): Coastal Greenbelt Project     111 
1376-BAN(SF): Secondary Towns Infrastructure Development Project       54 
1381-BAN(SF): Small-Scale Water Resources Development Project         5 
1399-BAN(SF): Command Area Development Project         5 
1486-BAN(SF): Forestry Sector Project     439 
1524-BAN(SF) Participatory Livestock Development Project       10 
1538-BAN(SF): Urban Primary Health Care Project         7 
1561-BAN(SF): Jamuna Bridge Railway Link Project         3 
1581-BAN(SF): Third Rural Infrastructure Development Project         3 
1643-BAN(SF): Biodiversity Conservation of Sundarbans Projects       26 
1666-BAN(SF): Flood Damage Rehabilitation Project 1998         1 
1782-BAN(SF): Northwest Crop Diversification Project         4 
TA 5889-REG: Gender and Development Initiatives  
(Direct support to NGO programs) 

        5 

  
          Total     684 
NGO = nongovernment organization, TA = technical assistance. 
Source: Bangladesh Resident Mission. 2002. 

 
3. Sector Experience 

5. As noted above, by far the most important area of NGO involvement in ADB projects has 
been in the forestry and biodiversity sectors.  Yet, projects in this sector have been the most 
contentious and riddled with controversies including allegation of corruption. Though the 
involvement of NGOs in many of the ADB projects has been relevant, their efficacy, 
sustainability, and impacts in meeting the objectives of ADB’s assistance have to date been at 
best mixed.  Governance-related issues including alleged corruption in NGO selection to deliver 
services, the “command and control” paradigm, the “Government-knows-best” mindset, and the 
alleged  “gate-keeping and rent-seeking mentalities” have been key impediments in forging 
strong partnership with NGOs. Despite these problems, the cost of failing to involve NGOs in 
ADB forest sector projects in particular would have been severe—and indeed would probably 
have rendered them unworkable. 
 
6. A much smaller but possibly significant area of NGO participation in the ADB program 
has been in the health sector. This has involved NGOs acting as service providers under an 
ongoing urban primary health care project for the delivery of health care “packages.” While it is 
too early to tell whether this model will be sustainable, the concept of engaging NGOs as 
service providers paid with ADB loan funds may well prove to be applicable in other sectors. 
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C. Scope and Recommendations for Cooperation with NGOs 

7. While there appears to be an NGO-unfriendly aura in the government sector—especially 
since the election of the new government in 2001—and there are still ambiguities in the status, 
transparency, and accountability of NGOs, there is clearly scope for external funding agencies 
such as ADB to collaborate with them in pursuit of common objectives.  In the following three 
areas where NGOs are already active, they could fulfill a complementary role to ADB 
interventions, particularly in the absence of other effective local agents:  
 

(i) Finance for small enterprise development. The inability of commercial banks 
to provide small loans for businesses on a cost-effective basis, particularly in 
areas remote from the main urban centers has led to the development of facilities 
by the Bangladesh Rural Advancement Committee and Proshika that are having 
some success in filling the gap between micro-finance and larger small and 
medium enterprises, but which could certainly absorb more funds. Any loan 
funds from ADB would, however, need to be channeled through a government 
agency such as Palli Karma Sahayak Foundation under the present rules. 
Greater use of NGOs in support of microenterprise development could also help 
get around ADB’s evident institutional constraint to increasing its own lending to 
this sector. 

 
(ii) Enhancement of governance in local communities. The Government is 

already seeking to involve NGOs in organizing local community groups for 
activities such as maintenance of drainage and other urban and rural 
infrastructure; and forestry, biodiversity, and environmental conservation 
programs. At the same time, many NGOs are active in trying to organize groups 
of poor women to seek representation on local councils. These roles would seem 
to fit readily with ADB’s concern to try and enhance governance and community 
participation at local level, not only in relation to urban and rural infrastructure 
and environmental sectors but also to education and health as well. This would 
also be in line with ADB’s priorities in relation to gender issues. The extent to 
which this should involve channeling funds to NGOs as paid service providers 
benefiting from ADB project and/or TA funds—or simply as collaborating partners 
pursuing similar social or other objectives—will depend partly on the experience 
from ongoing projects such as that referred in para. 7.  

 
(iii) Bridging the gap between the Government and NGOs. This would include 

implementing the TA recommendation on NGOs (para. 5), strengthening the 
capacity of the NGO Affairs Bureau and Association of Development Agencies in 
Bangladesh, and developing NGO capacity to self-regulate and redress the 
concerns related to their accountability and transparency.  
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