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Appendix 1: Questionnaire for Executing Agencies

Note: The covering letter from resident missions to the executing agencies (EAs) that accompanied the
questionnaire said that the EAs’ replies would be treated in confidence and the consultant’s report would
not identify particular EAS with particular responses.

NAME of your Authority/Department/Corporation:

TITLE of ADB project (TA or loan) and its START YEAR to which your answers below
concerning the technical assistance component relate (Please complete a separate
questionnaire for each project):

Title:
Date:

Date on which this questionnaire was completed:

SECTION 1 DIAGNOSTIC STAGE OF CAPACITY DEVELOPMENT

1. Before the main objectives, activities, and consultants’ terms of reference for the project were agreed,
do you think that ADB devoted sufficient time to understanding the strengths, weaknesses, potentials,
and problems of your organization? [please indicate one answer by highlighting with a color or
underlining]

(A) more than sufficient time
(B) time was about right
(C) insufficient time

2. How well do you consider that ADB correctly identified the key changes, both inside and outside your
organization, that were needed in order to improve its performance?
(A) very well
(B) quite well
(C) not at all well

3. How closely were the staff of your organization involved in helping ADB analyze your organization’s
strengths, weaknesses, potentials, and problems?
(A) very closely
(B) quite closely
(C) not at all closely

4. How do you rate the description, in ADB documents relating to the project, of your organization’s
strengths, weaknesses, potentials, and problems?
(A) very accurate
(B) reasonably accurate
(C) not at all accurate

5. Did your organization learn anything important from ADB’s analysis of it that your organization was not
fully aware of before and, if so, what? [please explain below]
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SECTION 2 DESIGN STAGE OF CAPACITY DEVELOPMENT

6.

10.

11.

12.

Where did the central ideas or concept(s) of the project mainly originate?
(A) from ADB
(B) jointly from ADB and ourselves
(C) from ourselves
(D) from elsewhere (e.g., other government departments, other projects, other aid agencies)

How closely were the main objectives of the project aligned with government policies and your
organization’s own priorities?

(A) very closely

(B) fairly closely

(C) not at all closely

Before the design of the project was finalized, how much time did your organization and ADB spend
together reviewing past experiences with TA and loan projects?

(A) alot of time

(B) a fair amount of time

(C) not much time

How closely were the staff of your organization involved in determining the objectives, activities, and
consultants’ terms of reference for the project?

(A) very closely

(B) fairly closely

(C) not at all closely

How well did the objectives, activities, and consultants’ terms of reference for the project, as finally
approved by ADB, fit the needs of your organization?

(A) very well

(B) fairly well

(C) not at all well

At the time when the project was designed with ADB assistance, how realistic did its objectives appear
to be (e.g., in terms of how quickly performance improvements would be achieved, or the scale or
extent of improvements)?

(A) seemed realistic at the time

(B) some aspects seemed realistic, some did not

(C) seemed unrealistic

In relation to the needs of your organization to acquire new knowledge and skills, how appropriate
were the methods and tools proposed for this in the technical assistance component of the project
(e.g., attending courses at training institutions, on-the-job training by consultants, study visits to
similar organizations, staff exchanges with similar organizations, etc.)?

(A) most methods and tools proposed were appropriate

(B) some were appropriate, others were not

(C) most were not appropriate

If the answer is C, please explain why below:
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13.

14.

15.

16.

Was the emphasis in the project on using consultants to help build capacity in your organization
about right?

(A) no, much of the proposed input by consultants was unnecessary

(B) yes, the emphasis was about right

(C) no, more use should have been made of consultants

If the answer is A or C, please explain why below:

Was the proposed balance in the project between using international and domestic consultants about
right?

(A) no, too much input by international consultants

(B) yes, the emphasis was about right

(C) no, not enough input by international consultants

How would you rate the quality of the proposed technical assistance action plans, in terms of the
clarity of objectives, the logic of the activities selected for achieving those objectives, the sequencing
of these activities, and the usefulness of the indicators chosen to measure progress?

(A) good

(B) more or less satisfactory

(C) poor

If the answer is C, please explain the main reason why below:

To what extent did the technical assistance component of the ADB project take account of technical
assistance being provided by other aid agencies?
(A) ADB technical assistance was carefully integrated with other technical assistance
(B) integration with other agencies’ technical assistance was reasonably satisfactory
(C) there was much unnecessary overlap with, and/or significant unfilled gaps between ADB’s
and, other agencies’ technical assistance

SECTION 3 IMPLEMENTATION STAGE OF CAPACITY DEVELOPMENT

17.

18.

19.

To what extent did the technical assistance component of the project seek to strengthen your
organization’s capacity to implement projects and deliver services by creating new management
structures and to what extent did it use existing management structures?

(A) mainly relied on setting up new structures

(B) mainly relied on using existing structures

(C) a mixture of both approaches

Did the technical assistance component of the project specifically use a management system known
as “Results Based Management (RBM)” to achieve its objectives or was another management
system used?

(A) RBM was definitely used

(B) RBM or a similar system may have been used

(C) RBM was not the system used

How effective was the technical assistance component of the project in helping your organization
acquire relevant new knowledge and skills?

(A) very effective

(B) effective in some areas, ineffective in others

(C) not at all effective

If the answer is C, please explain the main reason why below:
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20.

21.

22.

23.

24.

25.

26.

How useful were the consultants engaged for the technical assistance?
(A) very useful
(B) fairly useful
(C) not very useful
If the answer is C, please explain the main reason why below:

What were the principal ways that your organization used to acquire for its own staff the knowledge and
skills that the consultants brought to the project? [please rank in order of importance, using 1, 2, etc]
(A) workshops on project issues or tasks
(B) in-house training courses devised by the consultants
(C) outside training courses recommended by the consultants
(D) assigned staff working alongside the consultants
(E) others [please specify below]

How conducive is the work environment or management culture of your organization to encouraging
staff to acquire new knowledge and skills?

(A) very conducive

(B) reasonably conducive

(C) not at all conducive

If the answer is C, please explain the main reason why below:

How willing were staff in your organization to take on the additional work that participation in the
technical assistance activities of the project required?

(A) very willing

(B) fairly willing

(C) not at all willing

If the answer is C, please explain the main reason why below:

In practice, how difficult was it for your organization to allocate key staff resources to supporting the
technical assistance activities?
(A) no major problems; the technical assistance was given priority
(B) quite difficult, but generally the problems of allocating staff time to technical assistance
activities were overcome
(C) very difficult, due to competing priorities for staff resources

How well did middle ranking and junior staff in your organization understand the main objectives of the
technical assistance?

(A) very well

(B) fairly well

(C) not very well

If the answer is C, please explain the main reason why below:

Where did the impetus and drive to keep the technical assistance activities progressing and make
them a success mainly come from?

(A) from leaders within the organization

(B) from consultants

(C) from ADB staff
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27. What were the main problems that arose during implementation of the technical assistance?
[please insert below]

28. In which of the following areas has your organization’s performance improved most in the last 10 years
(for whatever reason)? [please rank in order of significance, using 1, 2, etc]
(A) strategy and planning
(B) operating efficiency
(C) financial management
(D) staff development
(E) number of end-users/customers/clients/beneficiaries serviced
(F) scope, quality, and reliability of services provided
(G) governance
(H) accountability to stakeholders, particularly end users/customers /clients/beneficiaries
(I) others [please list below]

SECTION 4 GENERAL

29. How does your organization rate the technical assistance provided by the project in terms of enabling
your organization to improve its performance in the future?
(A) substantial impact
(B) some impact
(C) little or no impact
If the answer is C, please explain the main reasons below:

30. To what extent has the performance of the technical assistance provided by the project been
adversely affected by factors outside the control of your organization and ADB?
(A) not very much affected
(B) affected to some extent
(C) greatly affected
If the answer is C, please list the main factors below:

31. In the view of your organization, what are the main ways in which the ADB’s technical assistance for
capacity development could be made more effective in the future? [Please set out below]

32. Does your organization consider that ADB, in its capacity development support, places too little or too
much reliance on technical assistance?
(A) too little reliance
(B) about right
(C) too much reliance
If the answer is C, please explain below what other forms of support for capacity development
might be more effective than technical assistance.

THANK YOU FOR ANSWERING THIS QUESTIONNAIRE
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Appendix 3: Executing Agencies—Capacity
Development Interventions and Capacity Growth

Local Government Engineering
Department (LGED),
Bangladesh

Assistance Related to Capacity
Development (CD) from the Asian
Development Bank (ADB): 1988 to the present

The Rural Infrastructure Development
Project (RIDP, loan, approved in September 1988,
[ADB 1988a and c]). The loan included advisory
technical assistance (TA) to strengthen the
capability of local contractors and government staff
to construct all-weather roads, manage and
maintain equipment, and maintain feeder roads.
The Local Government Division of the Ministry of
Local Government, Rural Development and Co-
operatives was the executing agency (EA) and
LGED was the implementing agency.

The project completion report (PCR) concluded
that the consultants’ input, which included 62 training
workshops and seminars, was very useful in
upgrading the capability of LGED staff and local
contractors for road construction and
implementation (ADB 1999b). The PCR noted that
the TA has had “a significant impact on the
construction efficiency and quality in the RIDP and
the ongoing” subsequent RIDP2 and RIDP3.
Generally, LGED was considered at the time to
have adequate implementation capacity due to its
long experience in implementing several donor-
funded projects. However, LGED needed clearer
priorities for road design standards and to be more
responsive to the need for benefit monitoring and
evaluation activities, for which LGED lacked the
necessary expertise and resource allocation. The
PCR rated the project as “generally successful.”

The Second Rural Infrastructure
Development Project (loan, approved in
December 1992 [ADB 1992a and b]). The RIDP2,
which was very similar in scope to the first RIDP,
included advisory TA' to strengthen LGED’s
planning, management, and information systems.

During the 4 years of the TA, which came to be
widely known as “MANCAPS;,” the consultants
analyzed LGED'’s strengths, weaknesses,
opportunities, and risks and prepared an action
plan and organizational manual for the agency.
Reduced dependence on institutional support
projects and the establishment of key posts in
LGED to manage an increasing portfolio of more
than 50 projects was proposed. Recommendations
covered all major areas of LGED including
management, human resources (HR)
development, planning and financial management,
monitoring and evaluation, and engineering
management. Most recommendations were
adopted, including the establishment of a training
unit in LGED.

The PCR concluded that there had been a
“noticeable improvement in LGED’s financial
management system and that the consultants’
output was an invaluable document to both LGED
and ADB” (ADB 2002a). The TA was rated
“successful.” However, the PCR noted that the
government overregulated and gave insufficient
autonomy to its departments concerning
remuneration and promotion. The PCR
recommended that LGED’s personnel
management systems be streamlined and
modernized, while appreciating that such civil
service reforms would cut across all government
agencies and were complex matters that might not
be feasible to address during the TA period.

Institutional support services were also provided
under the loan for (1) strengthening LGED'’s training
programs, monitoring systems and supervisory
development and to train contractors, local
government representatives, and LGED staff; and
(2) maintenance of rural infrastructure by setting up
a special cell at the center with branch networks.
Infrastructure maintenance was of great concern to
ADB and other donors that had been in policy
dialogue with government about this for

many years.

' TA 1809-BAN Strengthening LGED’s Management Capability.
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The PCR for the project assessed the project’s
capacity building as “very appropriate,” and the TA
as being very useful in equipping LGED staff to
manage the project (ADB 2002a). The training
program for contractors was considered
“excellent.” Overall, the project was rated
“successful.”

The Third Rural Infrastructure Development
Project (TA, approved in March 1996 [ADB
19964]). The TA aimed to help the government
formulate the project. Although LGED staff had
been trained in rural development under the
ongoing Rural Employment Sector Programme |,
financed by Swedish and Norwegian aid, LGED
needed “more practical experience in socio-
economic aspects through project preparation and
implementation.” The TA covered verification of
data collected by LGED, review of LGED’s
feasibility studies, assessment of local level needs
and priorities, and the preparation of the project in
consultation with all stakeholders.

The Third Rural Infrastructure Project (loan,
approved in October 1997 [ADB 1997d]). Among
the lessons learned from previous projects were
the needs (1) for continued institutional
strengthening of LGED’s management structure
and systems, and development of its human
resources to meet the increasing demands on the
agency; (2) for strengthening of the role and
capacity of local government institutions in rural
infrastructure planning and implementation,
operations and maintenance (O&M), and financing;
(3) for more participatory approaches in rural
infrastructure projects; and (4) to ensure high
technical standards by training local contractors to
improve their technical and managerial skills,
provide adequate laboratory facilities, assure
adequate supervision of LGED works, and provide
sufficient LGED staff capacity at the field level.
RIDP3 planned to provide additional training to
staff in LGED headquarters and district training
centers, and consulting services to “upgrade
management and technical staff of LGED and local
government bodies.” In addition to using the
ongoing Institutional Support Project (funded by the
Swedish International Development Agency
[SIDA], a new training unit was to be established in
LGED. Overseas study tours and short courses
were to be provided for core, active project staff on
a limited basis.

The report and recommendation of the president
(RRP) concluded that “LGED has developed into
an efficient organization for the provision of local
infrastructure with a reputation for implementation
efficiency . . . [and is] . . . recognized by the external
funding community as the core agency for
developing and maintaining rural infrastructure.”

The Rural Infrastructure Improvement
Project (TA, approved in September 2001 [ADB
2001e]). LGED submitted a feasibility study based
on the three earlier RIDPs. However, the proposed
project was limited to selecting roads and market
subprojects, based on economic returns. While
recognizing that the study demonstrated a strong
commitment on the part of LGED, ADB considered
that more work was needed to improve the social,
environmental, and economic analyses and to
evaluate the project’s poverty reduction impact. An
important lesson learned from earlier projects was
that the strong involvement of local stakeholders in
planning and design will increase the usefulness,
acceptance, and maintenance of rural
infrastructure. Under the government’s
decentralization policy, union councils (each is a
council of several villages) were to plan, operate,
and maintain local infrastructure, but their capacity
to do so was limited. The TA was accordingly
tasked with preparing a project with three
components: (1) stakeholder capacity building, (2)
infrastructure improvement, and (3) institutional
support for effective management. The TA report
was to include a capacity development (CD) plan.

The Rural Infrastructure Improvement
Project (loan, approved in November 2002 [ADB
2002d]). Under the LGED capacity building
component, staff members were to be trained in
decentralized and privatized maintenance,
procurement, financial management, and,
particularly, the use of participatory approaches to
infrastructure development. The need for further
institutional reform was to be assessed, including
clearly demarcating road construction and
maintenance responsibilities between the Roads
and Highways Department, LGED, and union
councils. LGED staff members need nontechnical
training to meet “the growing demand for them to
perform the functions of facilitators and social
mobilizers.” The RRP noted that LGED needs to
move gradually away from its role as a planner and
implementer of infrastructure facilities at the local
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level to an enabling role. Increasingly, its primary
task would be to facilitate and assist local bodies
such as union councils to take responsibility for the
planning, implementing, and managing
infrastructure at the grassroots level and to secure
greater involvement of the private sector.

The project is intended to improve local
governance by training union council members in
their roles and responsibilities and supporting a
pilot program for introducing participatory
mechanisms for union-level governance. Local
governance training would be provided in 5-day
courses for all 899 union councils, with additional
5-day courses for 32 pilot union councils. An action
plan for local governance would focus on securing
improved administrative and management
responsibility for all union councils, and, in 32 pilot
union councils, improved coordination and
collaboration between subdistrict administration
and union councils; participatory consultation with
stakeholders (including women, nongovernment
organizations [NGOs], and community leaders);
and local resource mobilization.

Relative Magnitude of ADB’s Assistance
(for all purposes)

During 1988-2002, approximately $1.5 billion was
committed to rural infrastructure (roads and
markets) projects in Bangladesh by 16 agencies
other than ADB (ADB 2002d, Appendix 1). The
loans for the four ADB-supported investment
projects referred to in the previous section totaled
$307 million.

Evolution of LGED’s capacity

For several years, ADB has regarded LGED as an

efficient implementer of local infrastructure projects.

Other donors have clearly thought so too, and the
high demand from external development financiers
as well as from the government for LGED to act as
an EA may account for ADB’s repeated
assessments that further strengthening of LGED is
still required.? It is currently managing nearly 70

2 The World Bank is supporting the Institutional Strengthening
Action Plan, which is currently under way.

projects and cooperating with over 20
development partners. The other major factor
relevant to recent capacity assessments is the
ongoing transformation of LGED’s role from primary
provider to facilitator and enabler. LGED is
changing from being basically an engineering
organization to acting as a change agent itself at
local government and community levels with
regard to the transfer of responsibility for
infrastructure planning, construction, and
maintenance. LGED now tells its staff that they are
in their job for two reasons: first, to provide rural
infrastructure; and second, to assist local
government. The principal challenge is to ensure
that existing infrastructure is adequately
maintained.

LGED’s capacity has grown enormously since the
early 1980s when it was a small bureau,
undertaking food-for-work programs. Its conversion
to its present status is attributed in large part to
particularly strong leadership by the first head of
LGED during most of the 1990s. The individual
concerned had influence with the government, was
personally committed to changing LGED for the
better, and could inspire his staff. Larger projects
were taken on, involving most rural infrastructure
except highways and main roads, and the building
of a strong management team from the center down
to the subdistrict level. Much support came in from
donors. This has meant that while LGED does not
lack for financial resources, there is some risk that
service quality may be sacrificed for quantity as
more new projects are added to LGED’s portfolio.

Although its staff are subject to civil service
employment conditions, an informal system of
perks and incentives established by the original
director general (and probably also reflecting the
substantial involvement of external donors) persists
and helps to motivate staff. As important are the
relatively progressive HR policies of LGED, which
grooms people for suitable positions in the
organization. Managers for new projects are
carefully selected, prepared prior to the projects’
inception, and expected to stay in the job until
project completion. Transfers are relatively
infrequent and staff turnover is low. The present
chief engineer, for example, is only the third person
to hold his position since LGED was created.
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Unfortunately, the stability in personnel deployment
is not matched by local government staff. (In this
respect, LGED regards the use of covenants in
external loan agreements to put pressure on the
central government to provide more support for
local government as very helpful.) Of LGED’s staff,
90% work at the local level, 9% at district and
regional levels, and only 1% at headquarters. This
allows for intensive supervision that helps ensure
the quality of civil works, as does the rapid
reporting of substandard performance that
becomes possible when local government is
closely involved. LGED has only one staff
association, as contrasted with the multiple

unions that represent staff in some other
government agencies.

Training is taken seriously, with a training calendar
devised each year for all staff, including project
directors, and monitored by headquarters. Training
of trainers for local government is assuming greater
importance, but can sometimes overstretch the
capability of engineers. A comprehensive training
needs assessment is conducted every few years.
Trainees who have participated in external training
programs are expected to make presentations to
other staff to ensure dissemination of their newly
acquired knowledge. Counterparts are assigned to
consultants on a full-time basis.

LGED considers ADB to be one of its better
partners. The long-established presence of the
Bangladesh Resident Mission has undoubtedly
helped foster a constructive relationship.

Department of Local
Infrastructure Development and
Agricultural Roads (DOLIDAR),
Nepal

CD-Related Assistance from ADB
(1996 to the present)

Institutional Strengthening for Rural
Infrastructure Development (TA, approved in
1996 [ADB 19964]). The TA, comprising consulting
services and training, aimed at strengthening

the technical capabilities of the Ministry of Local

Development and local institutions at regional,
district, and village levels. The TA was intended to
help the government formulate a long-term
strategy, prepare action plans, develop monitoring
systems, organize awareness campaigns, assess
training needs, and organize training programs.
The International Labour Organization (ILO)
provided the necessary consulting services and
the outputs mainly pertained to technical practices
concerning labor-based rural road construction
and equipment inventories, as well as the draft
national strategy. A significant result of the TA, in
line with the strategy, was the formation of a new
Department of Local Infrastructure Development
and Agricultural Roads (DOLIDAR). The PCR rated
the TA “generally successful,” noting that it had
brought about “a notable change in the work
attitude of technical staff of the Ministry of Local
Development and local administrations” so that the
new DOLIDAR now had “a pool of reasonably
motivated staff.” The PCR attributed success to the
close working relationship established with the EA
as a result of close monitoring and assistance from
the resident mission (ADB 1999b).

The Rural Infrastructure Development
Project (RIDP) (loan, approved in 1996 [ADB
1996¢]). The RRP for this investment project
pointed to lessons learned from audited ADB
agriculture and agro-industries projects in Nepal,
including the needs for (1) simple implementation
arrangements with the minimum number of EAs;
(2) active involvement of beneficiaries in planning,
implementation, and monitoring; (3) intensive ADB
supervision of implementation; (4) advance action
on deploying staff for institution building activities;
and (5) the use of local level groups and low-cost
facilities as much as possible so as to keep the
project within local capabilities. Strong commitment
and ownership from the government was also cited
as being essential. Specific experiences with other
rural road projects in Nepal underlined the
importance of strong community support, public
awareness about environmental protection, output-
based wage payments, toll collection for partial
financing, and control over vehicle use.

The project aimed to build on successful
experience with labor-based and environmentally
friendly rural road construction methods within
the management structure of decentralized local
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government that had been established in Nepal.
The consulting services provided, operating in
parallel with the institutional strengthening TA
referred to in the previous paragraphs, included
design and supervision of the civil works
components led by international consultants to
ensure efficient and timely project implementation.
Other tasks by domestic and international
consultants were concerned with developing and
applying construction and maintenance systems at
the local level, involving road user committees
(which experience from Swiss and German
assistance has shown to be critical to success) and
other community-based groups.

The Decentralized Rural Infrastructure and
Livelihood Project (DRILP, loan, approved in
2004 [ADB 2004d]). The RRP for the DRILP lists
“(1) community development and rural livelihood
restoration [following civil conflict], (2) capacity
building and decentralized governance, (3) rural
transport infrastructure, and (4) project
management services” as the project’s objectives.
The order in which these are listed reflects the
priorities. The input of consulting services was to
be substantial—70% more than that planned for
RIDP—as was the input of NGO services. This
reflects lessons learned from RIDP, including the
needs for (1) rigorous selection and design of
subprojects, (2) intensive supervision of civil works,
(3) CD of district development committees and of
private sector organizations involved, (4) improved
awareness of the need for maintenance and skills
for implementing it, (5) better social mobilization
procedures, and (6) stronger monitoring. These all
require increased management, advisory, and
facilitation inputs. The ultimate objective was to
assist DOLIDAR and district agencies to efficiently
contract out much of their work.

The loan, from which the bulk of the consulting
services was to be financed, was accompanied by
a small institutional development TA intended to
assist the government with further strategy and
policy formulation with regard to decentralized rural
infrastructure development. The RRP states that
the “highest priority is to help DOLIDAR instill a
maintenance culture in district development
committees, and establish effective planned rural
road maintenance practices.”

Relative Magnitude of ADB’s Assistance
(for all purposes)

The RRP for the DRILP estimated that, since 1979,
external donors had committed about $300 million
to Nepal’s rural infrastructure sector, of which ADB
had accounted for roughly 30%. ADB support goes
back further than that of most other donors, if rural/
agricultural development projects such as the
Integrated Rural Development Project
(1979-1988) and Hill Agriculture Project
(1985-1993) are counted.

Evolution of DOLIDAR’s Capacity

In advocating the separate TA, the RRP for the
DRILP notes that DOLIDAR had implemented
monitoring to only a limited extent, had difficulty
meeting the differing needs of development
partners and assuming full authority of investment
programs, had made slow progress in formulating
district transport master plans, and had achieved
only limited adoption by local government
authorities of road maintenance systems. The
shortcomings are attributed to staff shortages,
vagueness about functions,? and the uncertainties
engendered by incomplete decentralization.
DOLIDAR’s problems are said to be compounded
by the poor quality of local consulting firms
services, the substandard outputs of many NGOs,
and the private sector’'s weak social mobilization
skills in general.

Despite these assessments, ADB staff members
consider that, overall, DOLIDAR has emerged as a
significant success in CD terms. This is despite the
low civil service salaries. Among the key factors
involved has been the vision of its first director
general; the career development opportunities for
staff that opened up during the agency’s
expansion* under his leadership; and the
substantial, coordinated support from donors. With
the government pursuing decentralization and

3 For example, there is confusion over district development
committee secretaries, who are local development officers but in
practice frequently chair district development committees, about
whether they or DOLIDAR’s District Technical Office have
primary responsibility for technical matters.

4 DOLIDAR started with about 20 engineers; it now has

around 200.
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grassroots engagement as a key element of its
development strategy, DOLIDAR staff recognized
that this is where professional advancement lay.
(DOLIDAR staff members say they have to change
from being engineers to becoming “social
engineers.”) However, this motivation is now being
undermined to some extent by the difficulty of
assessing the implications of decentralization for
career prospects. It also seems that the present
director general has not been able to sustain the
same degree of commitment to and enthusiasm for
DOLIDAR’s mission among his staff.

The DRILP RRP considers that the technical and
project management skills of DOLIDAR have
developed substantially since its formation (in
1997). However, despite its rapidly accumulated
experience in managing externally funded projects,
ADB assessed the agency’s HR base as still
limited compared with the demands of a complex
project such as DRILP. District institutional
capacities are also limited.

National Water Supply and
Drainage Board (NWSDB),
Sri Lanka

CD-Related Assistance from ADB
(1993 to the present)

The Second Water Supply and Sanitation
Project (WSSP2, loan, approved in June 1993
[ADB 1993b]). The CD objectives included

(1) helping the National Water Supply and
Drainage Board (NWSDB) improve its operational
efficiency and financial viability, (2) promoting
sector reform to foster appropriate national water
management, and (3) raising public awareness of
key water issues throughout the country.

Support was provided for consulting services,
operations and maintenance (O&M), construction
supervision, and training of NWSDB and local
authority staff in technical and management
matters as well as community participation and
hygiene. The PCR concluded that the training
substantially strengthened the O&M capacity of
NWSDB staff but was not successful in
strengthening that of the municipal authorities (ADB
2000a). The public awareness campaign was
successful. NGO performance was less than

satisfactory, with some staff lacking financial and
technical experience. The capacity of NGOs
should have been more carefully examined during
the selection process.

Responsibility for the O&M of water supply systems
should have been transferred from NWSDB to
local authorities on completion of each subproject
but NWSDB failed to provide the necessary
support in preparing for this.

A pilot project for community-based rural water
supply showed that beneficiaries were highly
motivated to improve their water and sanitation
services and were willing to make substantial
financial contributions. This led to several
improvements for WSSP3.

The PCR rated WSSP2 as “generally successful,”
but concluded that NWSDB needed to expand its
capacity building support of local authorities and to
encourage them to assume more responsibility.
WSSP2 reinforced the financial viability of NWSDB
and its operational efficiency, which improved
project sustainability. The PCR recommended that
NWSDB be made more autonomous in staffing,
financial management, and O&M. As there was
political influence on tariff decisions, the PCR also
recommended the establishment of an
independent regulatory body to approve all

tariff revisions.

Management Strengthening of NWSDB (TA,
approved in October 1993 [ADB 1993d]). The TA
was rated “generally successful” in developing a
computer-based integrated management
information system, personnel management, and
staff training, and assessing the potential for
privatizing some services. The TA revealed a
serious weakness in NWSDB’s internal audit
function as well as deficiencies in its accounts.

The Third Water Supply and Sanitation
Project (WSSP3, loan, approved in June 1997
ADB 1997d]). Consulting services were provided to
(1) strengthen and support project management
and implementation capabilities; (2) support policy
reforms (introducing a sewerage tariff, helping to
establish a regulatory authority, and introducing
private sector participation); and (3) prepare
policies and operational procedures for water
rights and groundwater use.
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Accounting Review of NWSDB (TA, approved
in 2000 [ADB 2000a]). The TA was provided to
diagnose problems (revealed by the TA for
WSSP2) and assess and advise on (1) the
adequacy and competence of professional
accounting staff, and (2) financial management and
accounting procedures and practices. The Auditor
General’s Office was the EA.

Secondary Towns Water Supply and
Sanitation Project (TA, approved in December
2000 [ADB 2000d]). Among their duties, the

TA consultants were asked to (1) prepare an
institutional development component, including the
design of a training element (needs assessment for
NWSDB and local authorities and preparation of a
training program); and (2) assess the scope for
improving information technology. The consultants
were also asked to advise the government on the
introduction of a regulatory body and “introduce
some form of private sector management in the
Greater Colombo Water Supply.” The training
needs assessment and program were to be
largely participatory with the training specialist
acting mainly as a facilitator.

Secondary Towns and Rural Community-
Based Water Supply and Sanitation Project
(loan, approved in December 2002 [ADB 2002b]).
The loan again includes “institutional strengthening’
to improve NWSDB’s financial management and
service delivery. The loan requires NWSDB to
prepare a corporate strategy to (1) improve
financial planning and resource allocation for the
sector, (2) reduce tariff cross-subsidies, (3)
introduce performance-based financial incentives
to regional centers, and (4) institute appropriate
management of existing assets. An action plan to
improve operational performance was to be
implemented by NWSDB. NWDSB was to identify
small-scale water schemes for transfer to local
government institutions, private sector, and/or
community-based organizations (CBOs).

Training was to be provided for water supply
system operators in NWSDB, village councils, and
CBOs. A rural component was to provide training,
which was to be provided by NGOs, contracted to
village councils. The aim was “to strengthen CBOs’
capacity to participate in community development.”
Management training was also to be provided, for
NWSDB staff.

The project aimed to support decentralization of
service provision to local governments, private
providers, and civil society. The rural component
was to be “demand-driven” and based on
participatory approaches through NGOs (NGOs
are recognized in the National Policy for Rural
Water Supply and Sanitation Sector, 2001, as
facilitators of water provision). Beneficiaries were to
be organized in CBOs and to collectively take
responsibility for subproject implementation. The
project aimed to support NWSDB in adapting to its
new role in the sector.

The project performance report includes a
substantial list of lessons learned from ADB’s
impact evaluation study of WSSPs in selected
developing member countries and a World Bank
evaluation of rural water projects in general (Parker
and Skytta 2000).

Relative Magnitude of ADB’s Assistance
(for all purposes)

During 1996-2001, approximately $325 million of
external funding was committed to the rural water
supply and sanitation in Sri Lanka by nine
agencies other than ADB (ADB 2000d). The loans
and TA for the ADB-supported projects noted in
this appendix above totaled $240 million.

Evolution of NWSDB’s Capacity

ADB staff members consider NWSDB to be one of
the more developed public sector agencies in Sri
Lanka in terms of overall capacity, and recent ADB
project documents affirm its efficiency at
implementing projects. Thus the TA report for
WSSP3 noted that in “over 15 years of working as
an executing agency for ADB projects, NWSDB
had proved to be competent and reliable.” The
project performance report for WSSP3 also
commended WSSP2’s rate of implementation and
the quality of processes employed. NWSDB
considers itself to be among the top five EAs in Sri
Lanka. It regards the recently prepared corporate
plan as its own work and points to the fact that all
project proposals now have to be approved by its
Planning and Monitoring Division. As with many
such agencies in the country, however, its more
competent staff are concentrated in a relatively thin
layer in the upper levels of the organization and
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staffing lower down still requires strengthening.
Financial management has been a persistent
weakness.

While NWSDB’s financial performance has
improved as a result of increased customer
numbers and improved technical performance, it
continues to rely heavily on government and
external development assistance for funding major
capital works. The government has agreed to
ensure that tariff levels at least meet O&M,
depreciation, and rehabilitation costs. However, the
establishment of an independent regulatory
structure has taken a long time.

NWSDB’s ability to build capacity at the local
government level has not progressed as rapidly as
ADB had intended. Local authorities still have little
capacity to implement their recent mandate to
provide water and sanitation.

NWSDB’s public image has improved over time,
as has its standing as a public sector employer in
the professional labor market—job advertisements
attract huge numbers of applicants who are aware
of the relatively good salaries and fringe benefits
now available. This stems partly from the strong
donor support NWSDB enjoys and partly from its
status as a semi-independent board, as opposed
to being a government department.

Power Grid Corporation of
Bangladesh (PGCB) and Dhaka
Electricity Supply Company
(DESCO), Bangladesh

CD-Related Assistance from ADB
(1993 to the present)

Financial Management Upgrade,
Bangladesh Power Development Board
(BPDB) and Dhaka Electricity Supply
Authority (DESA) (TA, approved in November
1993 [ADB 1993a]). The TA’s objective was to
enable BPDB and DESA to implement financial
management and accounting systems appropriate
to modern electric power utilities and to train staff
accordingly.

The Rural Electrification Project (loan and TA,
approved in April 1995 [ADB 1995]). The EA was
the new Rural Power Company, which was mainly
owned by the Rural Electrification Board (REB) and
five rural electric cooperatives. The objectives were
to (1) intensify rural electrification in seven

rural electric cooperatives; (2) increase the
availability of power to five rural electric
cooperatives; and (3) introduce basic elements of
corporatization, commercialization, and private
sector participation in the power sector. An
advisory TA was provided to prepare solicitation
documents and assist in evaluating proposals for
private sector implementation of the Meghnaghat
Power Project. The Sector Assistance Program
Evaluation report rated the Rural Electrification
Project as “highly successful” (ADB 2003h). This
report also praised the advisory TA as an example
of how TAs could be used to introduce new
concepts and approaches to Bangladesh, for
example, through competitive bidding to solicit
independent power producers with power
purchasing agreements. This resulted in the
Meghnaghat plant selling power successfully to
BPDB at an internationally competitive price. Partly
due to this TA, the Rural Power Company and the
Westmont Project had the capacity to solicit private
generation projects without further TA.

The Ninth Power Project (loan and TA,
approved in November 1996 [ADB 1996b]). This
project consisted of power infrastructure
development and the provision of engineering
services. Crucially, it also involved (1) the creation
of the two new EAs, PGCB and DESCO, in
November 1996; (2) the unbundling of BPDB, which
was the start of corporatization of BPDB and DESA,;
and (3) the rationalization of DESA’s distribution
boundaries. A few months previously, the
government had agreed to increase retail power
tariffs and to introduce a formula for semiautomatic
tariff adjustments in response to fuel cost and
exchange rate movements. Covenants relating to
financial ratios to be maintained during the first 10
years of PGCB’s and DESCO'’s operations were
proposed. The construction components were to
be implemented by PGCB, DESA, and DESCO
and the engineering component by BPDB. The TA
was for valuation of the assets to be transferred
from DESA to DESCO.
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The Dhaka Power System Upgrade Project
(loans, approved in November 1999 [ADB 1999c]).
The project invested in power infrastructure
development for PGCB, DESCO, REB, and DESA
and in preparatory work for a training and
management development institute for REB.

The West Zone Power System
Development Project (loans and TA, approved
in November 2001 [ADB 2001b]). The loans
invested in power infrastructure development, with
PGCB, BPDB, REB, and a hew company (to be
established to serve the west zone) as the EAs.
Consulting services included designing a new
training curriculum based on a needs survey,
organizing training for staff, and helping to
computerize management systems. The TA was
for corporatizing BPDB’s distribution operations in
the west zone.

Corporatization of the Dhaka Electricity
Supply Authority (TA, approved in November
2002 [ADB 2002g]). Consulting services were
provided to assist the government and DESA to
devise appropriate strategies for (1) valuing
assets, (2) establishing a viable financing plan, (3)
formulating personnel policies, (4) organizing the
transfer of staff and assets to the new company,
(5) organizing voluntary separation schemes for
eligible DESA staff, (6) examining and organizing
the sale of DESA’s shareholding in DESCO, and
(7) implementing financial and management
information systems.

The Power Sector Development Program
(loans, approved in November 2003 [ADB 2003g]).
The program’s objectives are to achieve financial
stability in PGCB and DESCO and, partially, in
BPDB and DESA . The objectives were to be
achieved by settling outstanding dues of the
government and its semiautonomous and
autonomous bodies to DESCO, DESA, BPDB, and
the rural electric cooperatives. Although PGCB and
DESCO have improved their operations and have
broken even, their past liabilities prevent their
transformation into profitable companies. The
project loan finances power infrastructure
development projects, executed by BPDB,

PGCB, and the new North West Zone Power
Distribution Company.

Relative Magnitude of ADB’s Assistance
(for all purposes)

During 1973-2002, a total of $4.1 billion of external
assistance was committed to the Bangladesh
power sector in loans and grants. Of this ADB had
contributed a little under $1.1 billion (about 26%)
and was by far the largest single financier.

Evolution of Power Sector Capacity

General. The RRP for the Power Sector
Development Program recorded the following
major achievements of the government under the
power sector reform program since 1994

(1) creation of a competitive diverse market of
independent public and private generation
companies, (2) sector restructuring by transferring
all transmission business to PGCB, (3) creation of a
manageable and competitive environment through
benchmarking through corporatization of DESCO
and West Zone Power Distribution and restructuring
of public sector operated distribution, and (4)
passage of the new Energy Act 2003 as a basis for
establishing an Energy Regulatory Commission.
This report also attributed the dramatic
improvements during fiscal year (FY) 2001 in
collection performance of BPDB and DESA to the
Financial Management Upgrade TA, even though
this was completed in 1995.

However, while in 1996 the technical assistance
completion report (TCR) had rated the TA
“generally successful,” in 2003 the Sector
Assistance Program Evaluation report offered a
different perspective (ADB 1997a and 2003h). The
evaluation report noted that although large areas of
billing at BPDB and DESA were now computerized,
overall the agencies had “fallen progressively
further behind good commercial practice in
accounting and billing in the last 10 years.” This
contrasted with experience at the corporatized
DESCO, which was also able to produce full
monthly management accounts. The RRP also
noted that the performance of the seven rural
electric cooperatives supported by ADB in the
Rural Electrification Project was very good.

In 1999, the RRP for the Dhaka Power System
Upgrade Project said that DESA’s system losses
were well above, and its collection ratios well
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below, those of an efficient distribution company
(ADB 1999c). In 2002, the TA report for the
corporatization of DESA (ADB 2002g) noted that it
had made little improvement during the last
decade, as its governance structures and rules of
business were basically the same as those of
BPDB, from which DESA had been split off in 1991
to handle BPDB’s Dhaka operations. DESA
needed to be incorporated if it was to compete
with DESCO (northern Dhaka) in servicing
southern Dhaka.

DESCO. Until now, this has had a fully
independent board of directors. Its independence
was upheld by a court ruling that the board was
acting within its powers when it terminated the
appointment of DESCO’s initial senior
management team for poor performance.
However, recently the government seems
determined to take control of the board by
appointing the power secretary as chairman and
bringing in another government director, even
though DESCO'’s articles of incorporation
(“MemArts”) require that half of the board should
come from outside government. These proposed
moves are causing DESCO senior management
considerable concern.

DESCO has introduced a commercial business
culture, based on new service rules and
remuneration structures. These were written by
DESCO, based on REB, BPDB, and DESA
policies. All positions in the new company were
advertised, but as no government staff applied, all
appointees came from elsewhere, including the
successful REB. All DESCO employees are on 2-,
3-, or 5-year contracts.

The company broke even in FY2003, and made a
substantial profit in FY20032004. Its market share
has increased to about 10%. Its performance in
terms of revenue collection and system losses has
been significantly better than DESA’s. The big
challenge was to improve the delivery of power

to consumers, something that had hitherto

been neglected.

With hindsight, DESCO would have (1) wanted
greater emphasis placed on securing the
appointment of its chairman by competitive
selection instead of by rotation of government
officials; (2) sought greater clarity at the outset

concerning the new company’s objectives,
functions, and mandate; and (3) identified its
staffing requirements earlier.

DESCO considers it wastes much time and

staff resources in meeting government reporting
requirements for unnecessary detail that DESCO
doubts is used.

PGCB. After its establishment, PGCB initially
recruited people from outside BPDB because
many of its employees were reluctant to forgo past
service benefits, especially in the face of
uncertainty about the new terms of service with
PGCB. In due course, however, the government
approved a compensation package and amended
BPDB’s service and pension rules to facilitate
payment. PGCB took the initiative in securing
pension benefits for employees with less than 25
years service (BPDB’s eligibility threshold). ADB
provided funds for this from surplus loan proceeds.

Everyone, from the chief executive officer down,
was required to participate in orientation training
that included the new corporate objectives, targets,
policies, procedures, and levels of financial
authority. The new terms of service include
maximum 5-year contracts for all staff. Average
salaries are 1.5 to 2 times those of BPDB.
However, because of a bizarre inconsistency
between the Companies Act and the act regulating
the Comptroller General’'s Office, PGCB’s
expenditure is audited by the government. As

a consequence, the company’s remuneration
structures are challenged as not complying with
civil service rules.

The government tried to interfere in PGCB’s
governance structure by insisting on there being
nine government directors and only three
nongovernment directors, as opposed to the
existing composition of three government, four
nongovernment (Consumer Association, Chamber
of Commerce, Institute of Engineers, and Institute of
Chartered Accountants) and three executive
directors. PGCB was successfully able to resist this
pressure by pointing to the requirement in the
articles of incorporation (“MemArts”) that ADB’s
approval would be needed for such a change.

Civil Service. Reform is long overdue. The
service still suffers from excessive bureaucracy
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and an appointments system that puts people into
posts for which they are not trained or for which they
have little relevant experience. Pay is low, strong
leadership is lacking, and there is corruption. The
result is poor performance despite the employment
of highly capable individuals and some excellent
training institutes. Many public sector organizations
are under threat from the disruptive activities of
powerful unions.

Nepal Electricity Authority (NEA)

CD-Related Assistance from ADB
(1990 to the present)

Institutional Support for Distribution
Planning and Commercial Operations of
NEA (TA, approved in 1989 [ADB 1989]). The TA
was attached to the Seventh Power Project. It
provided the services of a distribution consultant
and a commercial consultant for 1 year. The
distribution consultant set up all the necessary
in-house facilities to plan and operate distribution
systems and run a related training course. The
commercial consultant overhauled NEA’s
consumer accounting and billing systems. The
evaluation report assessed the TA as only “partly
successful” because NEA failed to provide sufficient
counterpart funds and lacked commitment

to immediate implementation of the TA
recommendations (ADB 2004b).

Institutional Strengthening of NEA’s
Environment Division and Power System
Master Plan (TAs, approved in 1996 [ADB
1996¢]). The two TAs were attached to the Kali
Gandaki A Hydropower Project. The first included
assistance to enable NEA to identify and
participate in in-country and external training
programs. The consultants’ terms of reference also
noted that they “will co-ordinate closely with the
[environment management unit] to maximize
training and experience-building opportunities.”
The second TA was also intended to provide
on-the-job training to NEA staff.

Management Reforms and Efficiency
Improvements for the NEA (TA, approved in
December 2000 [ADB 2000¢€]). The TA was
intended to address several aspects of NEA's

unsatisfactory performance by (1) reviewing NEA’s
organization structure, management, and relations
with government with a view to making NEA more
autonomous and efficient; (2) evaluating different
models for restructuring NEA'’s distribution system;
(3) analyzing NEA’s power supply costs to provide
critical information for investment analysis and
tariff setting; and (4) studying demand-side
management with the ultimate aim of improving
consumption efficiency. The terms of reference for
the management reforms directed the consultants
to be very proactive in considering performance
incentives, procedures for merit-based promotion,
replacement of weak managers, raising of salaries
to private sector levels, etc. A fundamental
overhaul of NEA’s management was envisaged.
However, this part of the TA was never carried
through because it was found to duplicate initiatives
supported by the World Bank. The terms of
reference for the ADB TA were therefore

revised and it became a TA for power sector
reforms instead.

Restructuring the Nepal Electricity Authority
(TA, approved in January 2005 [ADB 2004f]). The
TA was intended to help the government establish
a transmission company, provisionally called the
Nepal Power Grid Corporation (NEPGRID), as the
first step toward unbundling NEA into four separate
government-owned companies handling
generation, transmission, distribution, and
engineering. (The previous TA had originally seen
the restructuring of NEA'’s distribution operations as
the first priority, but the potential viability of multiple
distributors in Nepal’s small electricity market has
since been questioned). The consultant team is to
work jointly with a government-appointed task force
on every aspect of the work.

Relative Magnitude of ADB’s CD
Assistance

The NEA has received investment and/or technical
support from many donors, including the Danish
International Development Agency (Danida),
German Agency for Technical Cooperation (GTZ),
Norwegian Agency for International Development
(NORAD), United Nations Development
Programme (UNDP), United States Agency for
International Development (USAID), and World
Bank. In 1996, the RRP for Kali Gandaki
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Hydropower noted that NEA had by then received
5 years of World-Bank-funded TA. ADB had
provided 11 advisory TAs by then as well as
several project preparation TAs. USAID (1) is
providing TA to set up the Nepal Electricity
Regulatory Commission, an essential step on the
road to divestiture and corporatization to which
ADB’s restructuring TA is contributing; and (2) will
continue to assist NEA with training and tariff setting.
While ADB is an important reforming stakeholder
in Nepal’s power sector, other funders are
influential too.

Evolution of NEA’s Capacity

Present Capacity. The TA report for the
restructuring TA observes that NEA’s operational
performance is substandard, with high system
losses, poor quality power supply, and a
deteriorating financial situation (ADB 2004f). This is
despite all the external support over the years to
correct technical deficiencies and pressure on
government to increase tariffs. Government
domination of NEA’s board of directors is seen as
preventing NEA from having the autonomy,
authority, and responsibility it needs to manage its
affairs efficiently. However, the government has
now given an unambiguous commitment to
unbundle NEA and (to start with) create an
independent regulator and an autonomous
operator of the transmission and dispatch system.

Resident mission staff members score NEA’s
present capacity at only 59%, based on eight
criteria. Management'’s focus on the end-users,
customers, and beneficiaries of NEA’s services
and its commitment to good governance is rated
as below average (<2.5 in the range 1 [very poor]
to 5 [very good]).

Change Over Time. Resident mission staff
members consider that NEA’s overall capacity has
deteriorated slightly during the last 10 years or so.
ADB’s descriptions of NEA in documents written a
decade ago suggest that not much has
fundamentally changed. However, NEA has
attempted some “internal unbundling” (as
described by NEA) in the face of the government’s
slow acceptance of the principles of sector
restructuring and policy reform. NEA has
disaggregated its operations into four business

groups (generation, transmission and system
operation, distribution and customer services, and
engineering services), each of which has to
operate as a cost or profit center. Managers of the
first three groups are on performance contracts and
managers of the 19 “distribution centers” (branch
offices within the distribution and customer services
group) are also given incentives to achieve targets.

Ceylon Electricity Board (CEB),
Sri Lanka

CD-Related Assistance from ADB
(1998 to the present)

Power Sector Restructuring Project (TA,
approved in December 1998 [ADB 1998b]). The EA
was the Ministry of Irrigation and Power. This TA
aimed to prepare detailed plans for power sector
restructuring and a loan to finance it, following the
government’s acceptance in principle of the ADB-
financed energy sector strategy study that had just
been completed. The central message was that
future power system development would have to
rely less on concessionary aid financing and more
on commercial borrowing and private investment
(a previous World Bank TA had examined the legal
and regulatory framework and policy incentives to
promote private sector participation). Required
operating efficiency improvements would best be
achieved by giving CEB more autonomy and a
more commercial orientation and by decentralizing
operations. CEB and Lanka Electricity Company
(LECO) were to be unbundled into two generation
companies, a transmission company, and several
distribution companies, with eventual privatization
in view. An independent regulatory agency was to
be established. The TA, which provided
consultants and training, also aimed to help the
successor companies develop modern utility
management systems and resolve HR issues. A
concurrent World Bank TA was to provide legal
consultants.

Restructuring the Power Sector, Phase Il
(TA, approved in April 2002 [ADB 2002f]). Following
the government’s approval of the new power
structure in April 2001, this TA was (1) to assist the
unbundling of CEB and LECO into three generation
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companies (two hydropower and one thermal), a
transmission company with two subsidiaries (bulk-
power purchase and sales and transmission), and
four distribution companies; and (2) to establish the
independent regulatory commission. In the design
stage of the TA, the commissioners were to be
appointed, following enactment of the new
legislation. In the implementation phase,
consultants were to assist the government with
seven tasks: (1) advisory, project planning, and
management support for the steering committee;
(2) corporate establishment; (3) customer and
financial management systems; (4) governance
procedures for directors, managers, and civil
servants; (5) private sector style organization,
recruitment, and remuneration; (6) asset/liability
allocation and capital structuring; and

(7) technical operating parameters and
procurement procedures.

Power Sector Development Program (loans,
approved in October 2002 [ADB 2002c]). A
program loan (the EA is the Ministry of Finance)
was to be disbursed in two equal tranches:
®m the first tranche on the condition that necessary
legislation is enacted, money owed to CEB is
paid, CEB reduces its levels of net receivables,
and the government guarantees the financing
of CEB’s cash shortfall; and
B the second tranche on the conditions that
(1) the Public Utilities Commission is
established and issues rules for tariff setting,
licensing of companies, and the purchase and
sale of power; (2) the new companies are
licensed and start operations; (3) CEB is
unbundled in accordance with the plan; and
(4) the major lenders to the sector to the
detailed restructuring proposals have
no objections.

A sector loan (the EA is the Ministry for Power and
Energy) was to finance expansion, modernization,
and rehabilitation of the transmission and
distribution systems and expand the rural network.
One TA was to provide consulting services for
unbundling CEB. A separate TA pilot program was
to finance connection costs for poorer households
under the administration of microfinance
institutions, with an NGO undertaking initial
poverty assessment, progress monitoring, and
impact evaluation.

Energy Sector Master Plan (TA, approved in
May 2003 [ADB 2003j]). The TA was to help the
government formulate a strategy to develop a
sustainable energy sector over a 20-year period
from 2004, with particular emphasis on the 3-5 year
and 5-10 year horizons. The main outputs were to
be (1) policy guidelines and institutional measures
to guide market-oriented sector development,
including rehabilitation and restructuring; (2) an
institutional framework for assessing energy
potential and supporting increased investments;
(3) a diagnosis of sector agencies (including
recommendations for capacity building); and (4)
strategies and programs for sustainable financing
of selected projects.

Rural Electrification and Network Expansion
Project (TA, approved in December 2003 [ADB
2003Kk]). The TA aimed to establish the technical,
economic, and social feasibility of the project

“and provide the new distribution companies with
capacity for preparing similar projects for

external financing.”

Relative Magnitude of ADB’s Assistance
(for all purposes)

During 1987-2002, ADB accounted for just under
12% ($215 million) of total external funding
committed to the power sector and was the third
largest individual donor. Japan was by far

the largest.

Evolution of CEB’s Capacity

In 2002, ADB criticized CEB for (1) being “run more
like a government department than an autonomous
corporation”; (2) lacking clear financial and
operational objectives; (3) not having board
directors who were sufficiently independent or
effective; (4) having spending authority levels that
were set too low; (5) suffering from procurement and
HR problems that stemmed from public service
regulations and provisions in the Finance Act;

(6) lacking management accountability for results;
and (7) having a poor focus on customer services,
which manifested itself in poor quality supplies,
inconvenient billing processes, and slow response
to inquiries, fault notices, and applications for new
connections. CEB operations were guided by
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politically motivated directions from the
ministry rather than by CEB’s own financial and
operational needs.

Although the power projects financed by ADB and
others in Sri Lanka have generally been successful
in technical terms, CEB has not been able to meet
some of the financial covenants in ADB loans
agreements, especially concerning rates of return.
Due to lack of self-financing, CEB cannot undertake
its own investment program. In 2002, ADB
described CEB’s financial position as “cause for
alarm” and representing “financial hemorrhaging.”
While system losses have been an important
factor, low tariffs have been the major one, with
poor revenue collection due to inadequate
accounting systems also important.

CEB blames government policy for many of its
problems. However, CEB also has weaknesses,
such as poor planning and project formulation
capabilities and unsatisfactory technical operating
efficiencies (system losses are over 18%, when
they should be no more than about 12%), which
have internal rather than external causes. The most
serious “internal’ weakness is accounting and
financial management, extending even as far as an
inability to operate, let alone construct, a
spreadsheet model of CEB’s financial operations.
CEB staff members are still somewhat reluctant

to accept that power supply is not just about
engineering. Not one social scientist is employed
by CEB and it lacks expertise in environmental
analysis and management and public relations.

Progress in introducing performance-based
remuneration and promotion principles into HR
policies is slow. The restructuring proposals mean
that all previous employees will be transferred into
the new entities, with continuing open-ended
employment contracts.

CEB does not always make the best use of
consultants. Staff members assigned to work
alongside consultants as counterparts are often not
strong enough to engage with the consultants in a
constructively challenging way. Senior staff
members do not allocate enough of their own time
to this. This partly reflects the fact that in several
areas, CEB staff members have the necessary
competencies themselves. An example is the
power generation master plan. The Planning

Division is probably capable of doing this work
largely with its own resources, with consultants
required only to assist in some highly technical
areas. The assignment of large numbers of
consultants to this planning task demoralizes CEB
staff. Whether CEB staff members are acquiring
much in the way of new knowledge or skills as

a result is questionable. A similar experience
occurred with the Energy Sector Master Plan, which
CEB staff members did not feel was “theirs” and,
consequently, were not very interested in it. CEB
did not ask for consultants to work on the Rural
Electrification and Network Expansion Project,
which CEB did not want as it saw the project as
uneconomic and requiring subsidizing. The
deployment of consultants for this purpose
represents capacity substitution.

USAID is currently implementing a CD project with
CEB that uses a South Asian regional approach to
institutional and policy reform. It involves training
courses, workshops, and exchange visits with
particular reference to other regional experience.

CEB considers itself successful at implementing
projects (ADB does not insist on using consultants
for implementation). CEB’s main problem in this
respect is the procurement system it is obliged to
use. The government tender board procedures
can often delay projects. CEB is feeling the
negative effects of the present uncertainty over
restructuring. A basic mistake was to have
overlooked the need for a dialogue with
employees and the unions on this matter. Progress
with efficiency improvements is hampered by
political interference in the hiring, firing, transfer,
disciplining, and rewarding of personnel. CEB’s
staff age profile, which peaks at 45-54 years, is a
problem. Despite considerable outsourcing, CEB
considers it still has problems maintaining an
adequate number of trained, technical people in its
core staff.

CEB does see a need for consultant inputs in
system maintenance and protection.

CEB considers its internal training arrangements to
be inadequate. It needs a proper training unit and
additional training resources to support the
decentralization drive and provide refresher
training courses throughout people’s careers

with CEB.
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CEB considers its relationship with ADB to be
good—"ADB trusts us.” CEB finds ADB relatively
easy to work with, compared with some other
donors. ADB is prepared to allow a change of
scope in a project if CEB can make a good case
for it. Despite the issue of consultant use (just
noted), CEB does not see project ownership as
a problem.

Securities and Exchange
Commission (SEC), Bangladesh

CD-Related Assistance from ADB
(1993 to the present)

Institutional Strengthening and
Development of SEC (TA, approved in August
1993 [ADB 1993c]). SEC was set up in June 1993
and the TA was intended to build the regulatory
and enforcement foundations of this key capital
markets agency. The TA covered (1) drafting
regulations; (2) reviewing and, if required, adjusting,
SEC’s mandate and authority in the context of the
SEC Act; (3) establishing appropriate organization,
systems, and procedures; (4) preparing a
development action plan; (5) assisting with staff
recruitment and HR management development;
and (6) helping to implement the proposals. SEC
and the Dhaka and Chittagong stock exchanges
subsequently adopted the consultants’
recommendations. Training/study tours were
organized for SEC officials to countries with more
advanced capital markets, such as the Republic of
Korea, Malaysia, Thailand, and the United States.
In 1996 the TCR rated the TA as generally
successful (ADB 1996f).

The Capital Market Development Program
(loan and TAs, approved in November 1997 [ADB
1997b]). The EA was the Ministry of Finance. The
loan component was a policy reform program to
create an environment conducive to attracting more
investment capital to augment bank lending. The
loan would finance accumulated shortfalls of the
Investment Corporation of Bangladesh,
rationalization of tax structures between listed
companies, removal of preferential pricing on
government borrowings, organizational
strengthening, and other fiscal costs. A specific
objective was to make SEC an autonomous

government agency to insulate it from outside
interference and to centralize powers over the
capital market on it. The SEC board was to be
strengthened with members from the private sector,
and the SEC was to be granted authority to make
rules and regulations without prior approval of the
Ministry of Finance. SEC was to be given direct,
specific authority over clearing, settlement, and
depository functions and broader powers to
impose fines and other sanctions. Policy actions
required for the release of the second tranche
concerned developing capital market
infrastructure, modernizing support facilities,
increasing the limited supply of securities in the
market, and improving the demand for securities
from institutional sources of capital. The conditions
also required the government to make SEC an
autonomous agency and grant it the powers and
responsibilities outlined above.

The PCR considered that ADB’s tranche conditions
had ambiguities (ADB 2003d). Future programs
should be designed to be more specific and
concrete, with clear distinction between which
actions or steps were tranche conditions and which
were not in order to avoid arguments over
compliance. This had implications for the design

of monitoring systems. ADB was too lenient in its
judgments on compliance status, and failed to
follow up with specific measures to ensure full
compliance. After the second tranche release,
there should have been more regular dialogue on
key outstanding issues, including privatizing the
state-owned enterprises and restructuring the
Investment Corporation of Bangladesh. The PCR
rated the program “partly successful.” Governance
in the capital markets remained weak.

The three TA projects aimed at improved
governance and capacity building in key capital
markets organizations, including SEC. In view of the
weak oversight and enforcement ability of SEC and
the stock exchanges that had been exposed by the
stock market crash of 1996, the focus of the TA for
capacity building of SEC and the stock exchanges
included (1) market monitoring and surveillance;
(2) automated management information;

(3) improved data collection, reporting, and
evaluation; (4) staff training for increased
inspections; (5) preparations for investigations and
prosecutions; (6) development of an HR program;
and (7) increased research capability (ADB 1997b).
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ADB described the TA assistance as being
“‘medium term” and “hands-on.” The TCR (1997)
rated the TA “partly successful” (ADB 1997e). A
major problem was that the automated system
installed at SEC was not user-friendly and
produced inaccurate reports. This required
rectification in a follow-up TA. SEC is reported as
having considered the TA as very useful in
developing its capabilities as a regulator.

Capacity Building of SEC and Selected
Capital Market Institutions (TA, approved in
November 2000 [ADB 2000c]). SEC was the EA.
The TA’s objective was to build SEC’s capacity to
perform as a market regulator and audit the
corporate governance of listed companies and
securities issuers. It would also help the stock
exchanges and Central Depository Bangladesh
Limited become more effective and efficient. The
main activities concerned (1) corporate
governance of capital market organizations;

(2) financial reporting and disclosure;

(3) compliance with international accounting
standards; (4) an automated central depository
system; and (5) market regulation, surveillance,
and monitoring. A substantial amount of training of
SEC staff by the TA consultants as well as external
training was envisaged.

Financial Markets Governance Program
(TA, approved in December 2003 [ADB 2003Kk]).
The EA was the Finance Division of the Ministry of
Finance. With regard to SEC, the TA was to
strengthen its enforcement capability and review its
rule-making process to ensure appropriate
stakeholder consultation when legislative changes
are being considered. Ways of achieving greater
autonomy of SEC’s decision-making process were
to be identified. Regional models that could help
SEC improve its funding, income, and staff
compensation situation were to be reviewed.

Relative Magnitude of ADB’s Assistance
(for all purposes)

Other donors also provided CD support for capital
markets development in Bangladesh, particularly
USAID and the World Bank. ADB’s CD interven-
tions with SEC were fundamental components of
the overall process.

Evolution of SEC’s Capacity

On completion of ADB’s initial institutional
strengthening intervention (ADB 1993c), the TCR
(ADB 1996f) concluded that Bangladesh had “the
basic structure of a regulatory and enforcement
authority for capital markets and has begun to
regulate an active stock market.” However, it
recommended further TA to strengthen SEC’s
regulatory strategy and research and surveillance
capabilities, the self-regulatory role of the stock
exchanges, and the technical expertise of SEC and
stock exchange officials. In fact, the Bangladesh
capital market crashed in 1996 due to corrupt
practices, partly due to the “weak capacity of SEC
and stock exchanges to oversee and enforce
regulations” (ADB 1997b).

The PCR for the Capital Markets Development
Program reported that SEC had been made into an
independent agency and was empowered to issue
regulations without government approval (ADB
2003d). The regulatory framework for disclosure,
listing rules, inspections, sanctioning, and broker
conduct had been strengthened, and SEC had
specific and direct authority over clearing,
settlement, and depository functions. Training
courses, including on-the-job with real cases, had
enhanced the knowledge and skills of SEC staff
and enabled SEC to be a more effective
supervisor with likely sustainable benefits for the
capital market. However, SEC’s consultation with
capital market participants needed improvement,
and market participants perceived that SEC had
not adequately disclosed its policy for exercising
its powers and discharging its functions.
Importantly, SEC still lacked the capacity to inspect,
investigate, maintain surveillance, and enforce,
mainly due to a severe shortage of qualified staff.
Although SEC was operationally autonomous, the
government still determines the appointment
conditions of board members and staff and
exercises authority over SEC. This would not
change until SEC became self-financing, but the
small size of the market made such self-financing
unlikely in the near future.

SEC’s own view of ADB’s assistance is that its TAs

contributed to CD in two main ways:

(1) Setting up a good regulatory framework—while
the framework is not perfect, it at least
approximates to the standards of similar



Appendixes 85

frameworks in neighboring countries. SEC is
now in a better position to identify violations,
which means another 1996-type stock market
crash should be avoidable.

(2) Training SEC staff—most staff members
have now received training abroad, which has
particularly strengthened SEC’s monitoring and
surveillance capabilities, although it is still
being conducted on an essentially ad hoc
basis at present due to the lack of an
information technology (IT) system. (This
deficiency is being addressed in a new ADB-
supported program.)

Department of Livestock
Services (DLS), Nepal

CD-Related Assistance from ADB
(1978 to the present)

The Livestock Development Project (LDP,
approved in 1979). The LDP investment followed a
project preparation TA in 1978. The LDP provided
TA (for consultants and training) in technical areas.
The evaluation report concluded that project had
been overly ambitious and had strained the
capacity of the EAs, which included the Dairy
Development Corporation (DDC) and Agricultural
Development Bank of Nepal (ADBN) as well as
DLS (ADB 1990). The report rated the project
“unsuccessful,” while noting that DLS’s performance
had been “generally satisfactory.” The evaluation
report verdict on the whole project was challenged
by the director general of DLS. In fact, both the
evaluation report and the director general agreed
that the project had been pioneering
(“revolutionary” in the director general’s words) and
had laid the foundations for the institutional
development of the livestock subsector.

The Second Livestock Development
Project (LDP2, approved in 1985 [ADB 1985]).
LDP2 was approved 1 year after a project
preparation TA. LDP2 provided for TA (consultants
and training) for “institution building” in both
managerial and technical respects. The evaluation
report concluded that although the project had
been well designed its performance had been only
“partly successful” due to a low economic internal
rate of return and fewer beneficiaries than planned

(ADB 1998a). However, the report noted that the
LDP2 “had more success in institutional
development,” with the emergence of farmer
groups through which extension services were
effectively channeled and village animal health
workers supplementing the role of government
extension staff. This was despite the disruption
caused by a merging of DLS and the Department
of Agricultural Development in 1992 and separation
again in 1994. The farmer group approach was
adopted in LDP3 and has also been taken up by
extension services generally throughout Nepal.
The evaluation report recommended greater
emphasis in future projects on such “software”
components, with training for farmers and private
entrepreneurs as well as government staff.

The Livestock Sector Master Plan. ADB
supported the preparation of the Livestock Master
Plan, which was completed in 1993. The plan
proposed more effective capacity building for
public and private livestock sectors and
advocated a people-centered participatory
integrated systems approach to livestock
development. This resonated with the
government’s emerging understanding of what a
poverty reduction focus in development strategy
would mean for the roles required of its

various agencies.

The Third Livestock Development Project
(LDP3, TA, approved in 1994 [ADB 1994]; loan,
approved in 1996 [ADB 1996¢]). The feasibility
study for the LDP3 was completed in 1996. The CD
component aimed at reorienting DLS toward taking
a more process-based and stakeholder
participatory approach to service provision. The
primary objective in this was to develop the
capability of rural communities to plan and manage
livestock development activities themselves,
supported by better access to (mostly privately
provided inputs), markets, and services. NGOs
were to be involved and a special effort was to be
made to involve women. Training was considered
to be a major factor in unlocking rural productivity,
with collaborative learning based on “livestock
action teams” operating in villages. A postgraduate
program on facilitating participatory processes was
to be established in a national institution. TA (for
consultants and training) was to guide process-
related activities, provide technical support, and
address privatization issues concerning farmers’
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services, inputs, marketing, and agro-processing.
The RRP envisaged a major shift in approach
compared with the two previous projects and
stated that “all stakeholders in the livestock sector
are expected to cope with the change from the
previous command or paternalistic support of the
public sector to a more independent, private
sector, farmer group, market-oriented industry.”

The Community Livestock Development
Project (LDP4, loan, approved in 2003 [ADB
2003f]). In a departure from previous practice, DLS
prepared its own feasibility study for a fourth
investment project. Using its own resources, DLS
engaged one of the international consultants who
had been working on LDP3 to assist with the
feasibility study for LDP4. This cut the cost of the
project preparation TA in half. In 2002 ADB
provided TA “to update Government’s feasibility
study and design an investment project suitable for
external financing.” LDP4 was approved in 2003. It
was to cover 28 districts already under LDP3 and
30 new ones. The LDP3’s “pocket package”
(concentration of project delivery into mini-projects
in selected localities) and group approach was to
be modified. Experience showed that there needed
to be more emphasis on preparing communities in
advance for livestock development interventions,
and pilot tests would be conducted in 4 districts.
Concerning the capacity building initiatives

of LDP3, the RRP for LDP4 noted that “all
stakeholders highly appreciate the livestock action
teams . . . for the latter’s usefulness in project
planning, but the teams’ role in supporting
implementation and monitoring needs to be
strengthened” [emphasis added]. A major training
component was included to give guidance in
process-related activities, technical support,

and privatization issues (i.e., similar to the
objectives in LDP3).

Relative Magnitude of ADB’s Assistance
(for all purposes)

Between 1980 and 2003, external donors disbursed
approximately $65 million for the livestock
components of projects, of which ADB provided
approximately $39 million. This excludes a large
Danida-supported dairy development project
(19912000) with total project costs estimated at
$63 million.

Evolution of DLS Capacity

Present capacity. Itis useful to begin by
assessing where DLS is now considered to be in
capacity terms.

B For strengths, the RRP for LDP4 notes “DLS
has shown that it has the necessary
organization structure and staff skills to
manage successfully a large and diverse
project.” “DLS is considered one of the more
innovative government departments in Nepal
and is more attuned to development priorities.
It has pioneered several innovations such as
public-private partnerships, cross-sector
cooperation, and small-scale entrepreneur
development. DLS has the technical
competence to implement another project,
but ...” (ADB 2003f).

B For weaknesses, “the changes in [DLS’s]
managerial ability, role orientation, cross-
sectional linkages, extension capability, and
competence started under [LDP3] need to be
continued and reinforced.” The RRP also
identified the following constraints on DLS
capacity: a staff/farm household ratio of 1:2,000,
insufficient training for technical staff, lack of
specialization, mobility, weak monitoring and
evaluation capacity, and an input-driven
orientation as opposed to the demand- and
output-driven outlook that public—private
partnerships can address.

Change over time. DLS admits that 25 years
ago it had very little capacity and acknowledges
the huge help provided by the first two LDPs in
building livestock infrastructure. DLS is proud of its
pioneering of the farmer group approach and the
fact that it quickly spilled into nonproject districts
and of the lead DLS took with regard to female
participation. However, DLS considered the project
management structure to have been too top-heavy;
but this was rectified with LDP3’s narrower focus,
which has worked. Among the lessons that DLS
has learned about training in rural communities is
the need to build on the skills people already have,
albeit in “low technology” activities. Support for
farmers has to focus not only on production but also
on quality and cost, for example, in upgrading meat
hygiene standards. DLS considers it still needs to
improve its ability to reach and train farmers and
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other rural business people. This means
technically oriented DLS staff have to acquire skills
in communication, group dynamics, leadership,
and the like.

A review of the ADB-EA relationship over such a
long time span shows how substantially ADB’s
concept of what constitutes effective development
assistance in general has changed. The first two
LDPs were production-focused, and sought to
create infrastructure and transfer technology and to
assist DLS to implement the project as designed.
Shortcomings in service delivery to farmers led to
exploration in LDP2 into the use of farmer groups,
an approach endorsed by the Livestock Master
Plan. The principle was elaborated in LDP3, which
was also concerned with marketing and value-
adding activities, with the formation of livestock
action teams and the involvement of NGOs and
other CBOs. This approach was extended in LDP4,
building on the lessons of LDP3. Thus DLS has had
to change from being the primary service provider
to becoming a facilitator of service provision
including privately provided services. It has had to

greatly increase its physical presence at the local
level in order to act effectively as the integrator of
rural development components. This may soon be
institutionalized under the government’s formal
decentralization policy.

Not only did DLS have to increase its capacity to
deliver services in the “traditional” manner but it
later had to learn how to deliver these in a radically
different way and adapt to an altogether new role.
Such a transformation of a public sector agency
requires fundamental changes in the understanding
staff have of their jobs, by what criteria their
performance in them will be judged, and of the
ultimate purpose of DLS and the justification for its
existence. By any measure, such a task will require
a lot of training and close support. This has indeed
been provided and helps to explain why the
amount of TA supported remains relatively large,
despite successive interventions over a very long
period. It also explains why DLS itself considers

it still needs more training to help it complete the
transformation.
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