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AGRICULTURE AND NATURAL RESOURCES SECTOR ASSESSMENT 
 
1. Although agriculture and natural resources (called agriculture hereafter) is classified as a 
sector, it covers a particularly diverse range of subsectors—agriculture production, 
agroprocessing, and agribusiness; environment and biodiversity; fishery; forest; irrigation and 
drainage; livestock; water resource management; and agriculture sector development. Each 
subsector can have a wide range of operations. Previously, the sector also included rural credit 
and microfinance, but these are now included in the finance sector and are not covered here.  
 
2. The various subsectors of agriculture are distributed across the three groups of sectors 
and subsectors in the Asian Development Bank’s (ADB) second medium-term strategy,1 which 
aims to achieve greater selectivity in ADB’s operations. Irrigation and water management are in 
group I, considered the core operational sectors where ADB is expected to build up a critical 
mass of expertise to become a leading provider of financing and knowledge. Conversely, 
fisheries and livestock are in group III, for which operations are expected to be wound up 
gradually. The balance of the subsectors is in group II, comprising non-core sectors, but for 
which ADB will maintain adequate capacity to provide for country-specific needs. 
 
3. This section draws on the findings of a study of agriculture sector operations in Pakistan 
conducted for this country assistance program evaluation (CAPE)—this should be accessed for 
further information.2

 
A. Key Elements of Sector Strategy and Program 
 
4. ADB’s main strategic thrusts and approvals for the agriculture sector during 1985–2006 
are in Table 1. 
 

Table 1: Agriculture and Natural Resources Sector Strategic Thrusts and Program 
1985–2006 

 

Strategic 
Period 

 
Main Strategic Thrusts 

 
Operations Approved 

1985–1989 A key element of strategy was the modernization 
and maintenance of irrigation structures to 
increase productivity. In addition, research and 
extension in industrial crops, fisheries, livestock 
development, and forestry, as well as credit for 
agro-industries, were earmarked for ADB 
support. Priorities remained heavily weighted in 
favor of irrigation and drainage. The major thrust 
of the development program was to move from 
self-sufficiency to commercial exports. Reduction 
of subsidies and additional resources oriented to 
research and extension, grain storage, livestock, 
forestry, and fisheries, and diversification of the 
production base were additional objectives. 
 

Public sector loan approvals totaled $1,022.9 
million ($897.9 million from ADF and $125.0 
million from OCR)—$67.0 million was provided for 
agricultural sector development, $536.1 million for 
irrigation and water resource management, $361.8 
million for agricultural production, and $58.0 
million for fishery and livestock projects. Twelve 
advisory TAs totaling $9.20 million were 
approved—three to support capacity building in 
the livestock subsector ($1.40 million); three to 
support capacity building in agricultural production 
($1.70 million); a fisheries sector study ($0.30 
million); an agricultural sector study ($1.30 
million);  a forestry sector study ($2.40 million); 
two to support the formulation of a rural 
development strategy for the Sind Arid Zone 
($1.45 million), and capacity building in 
environmental management ($0.60 million). 

                                                 
1 ADB. 2006. Medium-Term Strategy II: 2006–2008. Manila. 
2 Greer, R., and H. Jagirdar. 2006. Evaluation of the Agriculture and Natural Resources Management Sector. Manila. 

Available: http://adb.org/Documents/OED/Working-Papers/pak-evaluation-final.pdf. 

http://adb.org/Documents/OED/Working-Papers/pak-evaluation-final.pdf
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Strategic 
Period 

 
Main Strategic Thrusts 

 
Operations Approved 

1990–1994 The strategy aimed to support increased 
productivity through (i) appropriate agronomic 
practices to realize full yield potential, and the 
quality and availability of inputs; (ii) dissemination 
to, and awareness by, farmers of appropriate 
crop technology packages; (iii) adequate 
marketing, storage, and processing facilities; and 
(iv) alignment of domestic and international 
prices. 
 

Public sector loans approved for the period amount 
totaled $1,044.1 million (all from ADF)—$507.8 
million for agriculture sector development and 
agricultural production, $494.7 million for irrigation 
and drainage, and $41.6 million for forestry 
projects. Advisory TAs totaled $5.60 million—five 
to support agricultural production ($2.00 million); 
two for irrigation and drainage ($1.80 million); and 
one each from the forestry ($0.60 million), water 
resource management ($0.20 million), environment 
and biodiversity ($0.90 million), and supplementary 
provision for the rural development strategy for the 
Sind Arid Zone ($0.14 million).  

1995–2000 The strategy indicated that the agriculture sector 
should remain a major area of ADB intervention in 
support of growth, and should be linked closely 
with poverty reduction and environmental 
protection. ADB's priorities in the sector should be 
rehabilitation, maintenance, and modernization of 
the irrigation infrastructure, and control of salinity 
and waterlogging. Selected integrated rural 
development projects should target areas that are 
particularly poor and isolated. ADB should also 
address rural financial markets.  
 

Public sector loans approved during the period 
totaled $331.6 million (all from ADF)—$103.2 
million for water resource management, $42.6 
million for forest and rangeland improvement, 
$147.8 million for irrigation and drainage, and 
$167.0 million for agricultural production. Two 
advisory TAs were approved during the period to 
support capacity building in small dams operation 
($0.2 million) and agricultural production ($0.5 
million). 
 
 

 The strategy envisaged that efficiency in 
agriculture sector would be increased through (i) 
removal of policy distortions and reform of water 
resources management, (ii) support to rural credit 
for poverty reduction through microfinance 
development, and (iii) improvement of productivity 
under integrated pest management. Rural jobs 
would be created through assistance for a rural 
development project in Malakand, a farmer-
managed irrigation in the Punjab, several other 
area development loans, and rural microfinance. 

 
 
 
 

2001–2006 Under the strategy, ADB was to support higher 
growth in rural areas by focusing on (i) developing 
the correct policy and institutional framework; (ii) 
increasing agriculture productivity and 
diversification, strengthening research and 
extension services, and expanding the role of the 
private sector in storage and agricultural support 
services; (iii) increasing nonfarm income by 
developing agribusiness and rural small and 
medium-sized enterprises; (iv) promoting rural-
urban links, such as rural roads; (v) expanding 
rural economic infrastructure especially for 
irrigation, drainage, and water resource 
conservation and management; (vi) promoting 
financial intermediation, mobilizing savings, and 
enhancing access to credit in rural areas; and (vii) 
investing in infrastructure where poverty 
incidence is high. 

Public sector loans approved for the period totaled 
$741.8 million ($299.0 from ADF and $442.8 
million from OCR), covering agricultural sector 
development ($133.0 million), irrigation and 
drainage ($227.8 million), and agricultural 
production ($381.0 million). Advisory TAs 
approved for the period totaled $1.4 million—$0.5 
million was to support irrigation and drainage, $0.3 
million in water resource management, $0.2 million 
for capacity building in agriculture production, and 
$0.4million to support capacity building in the 
agriculture sector. 

ADB = Asian Development Bank, ADF = Asian Development Fund, OCR = ordinary capital resources, TA = technical 
assistance. 
Source: ADB management information systems. 
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5. During 1985–2006, ADB approved 47 loans (for 43 projects) for agriculture sector 
operations, totaling $3.2 billion (not including projects for rural credit and microfinance). The 
sector has not had any private sector operations. Given the diversity of operations covered, 
grouping projects into three categories for analytical purposes—rural development, water 
resources, and other3—is useful. Table 2 shows the share of loan approvals by number and 
amount for these three categories. Water resources account for about 43% of approval, while 
agriculture development (entitled “other” in Table 2) accounts for 34%. The balance of around 
23% is for rural development (geographically targeted multisector interventions).  

Table 2: Share of Loan Approvals by Category 
 

Subsector Category 
Share by 

Number (%) 
Share by 
Value (%) 

Rural Development 23.4 17.7 
Water Resources 42.6 44.1 
Other 34.0 38.2 
 Total 100.0 100.0 
Source: Asian Development Bank management information systems. 

 
6. Considering the distribution of effort by subsector classification is also useful, as this 
shows the breadth of ADB’s operations (Table 3). Agriculture production (35%) and irrigation 
(36%) dominate. 
 

Table 3: Share of Loan Approvals by Subsector Classification 
 

Subsector Classification 
Share by 

Number (%) 
Share by 
Value (%) 

Agriculture Production 27.7 34.9 
Agriculture Sector Development 10.6 5.8 
Fishery 2.1 0.5 
Forestry 4.3 2.7 
Irrigation 29.8 36.2 
Livestock 2.1 1.4 
Water Resources 6.4 6.9 
Multisector 17.0 11.7 
 Total 100.0 100.0 
Source: Asian Development Bank management information systems. 

 

7. The distribution of advisory technical assistance (TA) resources is shown in the Table 4 
and Table 5. TA resources tend to be spread more evenly than lending in terms of subsectors. 
According to the three categories used for analytical purposes, other has had a greater share 
than its share of lending, while water resources had much less. This raises the question of 
whether TA has been adequately aligned to lending. 
 

                                                 
3 Operations in this area comprised 13 projects, covering a range of activities and subsectors including forestry, 

livestock, fruit and vegetable marketing, and policy reform. 
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Table 4: Share of Advisory Technical Assistance Approvals by Category 
Subsector Category Share by Number (%) Share by Value (%) 
Rural Development 24.3 26.4 
Water Resources 16.2 13.1 
Other 59.5 60.5 
 Total 100.0 100.0 
Source: Asian Development Bank management information systems. 

 
 Table 5: Share of Advisory Technical Assistance Approvals 

by Subsector Classification 
Subsector Classification Share by Number (%) Share by Value (%) 
Agriculture Production 27.0 23.3 
Agriculture Sector Development 8.1 9.3 
Environment and Biodiversity 5.4 7.7 
Fishery 2.7 1.5 
Forestry 5.4 15.7 
Irrigation 16.2 13.1 
Livestock 8.1 7.4 
Water Resources 5.4 2.8 
Multisector 21.6 19.3 
 Total 100.0 100.0 
Source: Asian Development Bank management information systems. 

 
8. Agriculture approvals have changed distinctly by strategic period. The value of lending 
declined to a low point in the 1995–2000 strategic period, with a subsequent upturn in 2001–
2006 (Figure 1 and Table 6). Figure 2 and Table 7 show a significant decline in the value of 
advisory TA, although the number and amount have increased in the most recent strategic 
period. 
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Figure 1: Loan Approvals by Strategic Period and Subsector Grouping 

Source: Asian Development Bank management information systems. 
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Table 6: Loan Approvals by Category and by Strategic Period 
 

Other Rural Development Water Resources  
 
Period 

Share by 
Number (%) 

Share by 
Value (%) 

Share by 
Number (%) 

Share by 
Value (%) 

Share by 
Number (%) 

Share by 
Value (%) 

1985–1989 42.1 38.7 10.5 5.0 47.4 56.2 
1990–1994 30.0 41.5 20.0 22.2 50.0 36.3 
1995–2000 11.1 9.2 44.4 36.3 44.4 54.5 
2001–2006 44.4 51.4 33.3 17.9 22.2 30.7 
Source: Asian Development Bank management information systems. 
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Figure 2: Value and Number of Advisory Technical Assistance by Strategic Period 

Source: Asian Development Bank management information systems. 

 
Table 7: Advisory Technical Assistance Approvals by Category 

and by Strategic Period 
 

Other Rural Development Water Resources  
 
Period 

Share by 
Number (%) 

Share by 
Value (%) 

Share by 
Number (%) 

Share by 
Value (%) 

Share by 
Number (%) 

Share by 
Value (%) 

1985–1989 75.0 69.9 25.0 30.1 0.0 0.0 
1990–1994 63.6 63.7 18.2 14.8 18.2 21.6 
1995–2000 66.7 50.0 0.0 0.0 33.3 50.0 
2001–2006 36.4 27.4 36.4 50.7 27.3 21.9 
Source: Asian Development Bank management information systems. 
 
B. Positioning of ADB Assistance4 
 
9. Support for development in rural areas should be a high priority for an organization 
dedicated to reducing poverty in a country where poverty is significantly a rural phenomenon. As 
such, ADB’s decision to engage in the agriculture sector is highly relevant. Further, ADB’s 

                                                 
4 See the CAPE guidelines for a description of how the assessment for positioning is determined. ADB. 2006. 

Guidelines for the Preparation of Country Assistance Program Evaluation Reports. Manila. Available: 
http://adb.org/Evaluation/methods.asp. 

http://adb.org/Evaluation/methods.asp
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program has been responsive to successive government’s development plans, although the 
Government of the day often has been unable to deliver on its own policy, either through lack of 
political consensus, bureaucratic resistance, or both. This appears to be changing. ADB also 
generally has aligned its program to its own country strategies (Table 1), as well as its broader 
policies and strategies. In some cases, “strategies” have emerged from programming decisions. 
Positioning in terms of a decision to engage in the sector can be considered “high”. 
 
10. Further, much of what ADB did can be justified as relevant or highly relevant in terms of 
need. However, the positioning of ADB’s assistance within the sector has covered too broad an 
area, and has lacked continuity in some cases. Given the broad mandate under the agriculture 
sector, the obvious needs on all sides, and client demand, this dispersal of activity is 
understandable, although not necessarily justified. The CAPE believes ADB has spread its 
resources too thinly across too many areas with too little follow-up. The decline in lending 
(Figure 1) and advisory TA (Figure 2) might reflect the declining relevance of ADB’s assistance. 
While some advisory TA was directed toward sector analytical work, particularly in the earlier 
years, the amount seems light considering the challenges facing the sector. However, some 
sector or policy studies are included under loans (particularly the ongoing Agriculture Sector 
Program Loan), or are carried out as part of regional TA. In terms of subsector allocation, 
positioning is considered “modest”. 
 
11. A broad dispersal of effort can work against incorporating lessons from experience 
because of a lack of continuity. Certainly, a lack of lesson learning appears to be evident. The 
absence of private sector operations is also a negative, given that agriculture is a private sector 
activity and that ADB has directed so much of its public sector effort to the agriculture. Potential 
synergies between public and private sector operations have not been captured. 
 
12. In its shrinking agriculture portfolio, ADB has increased the share going to rural 
development in recent years. Targeted at poor rain-fed areas, these projects score highly on 
need. Since 1985, ADB has funded 10 broadly similar projects in different geographic areas. 
While well positioned in terms of need, these projects raise concerns about the relevance of the 
development model, which does not appear to pay sufficient attention to the complexity of the 
economy in the targeted areas, the forward and backward links to other sectors of the country, 
or the reasons why poverty exists in these areas. Put simplistically, income poverty is seen as 
being solvable by providing income-generating opportunities, with non-income poverty 
addressed through provision of rural infrastructure. Sustainability was to be achieved through 
“commitment and ownership” generated by participatory approaches to development. Recent 
studies by the Operations Evaluation Department reveal some limitations of the participatory 
and targeted approaches to the reduction of rural poverty, at least in terms of a “one size fits all” 
approach.5 One of the identified flaws is the implicit assumption that the solution to rural poverty 
rests in the area in which it occurs. In addition to questions on the development model, such 
integrated projects are inherently complex and, consequently, difficult to manage. The weak 
capacity of the agencies involved, poor mechanisms for coordination, and difficulties in 
supervision exacerbate this problem. Recent projects have been slow to adapt to the realities of 
local government reforms and decentralization, generally preferring to bypass local government 
by relying on nongovernment organizations. After more than a decade of partly successful effort 
on rural development, more reflection and learning reasonably could have been expected. Still, 

                                                 
5 ADB. 2004. Effectiveness of Participatory Approaches: Do the New Approaches Offer an Effective Solution to the 

Conventional Problems in Rural Development Projects. Manila; and ADB. 2006. Pathways Out of Rural Poverty 
and the Effectiveness of Poverty Targeting. Manila. 
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the most recent projects have been rated potentially successful, reflecting some learning. 
Positioning of ADB’s rural development assistance is assessed as “modest”. 
 
13. Water resources are vital to Pakistan’s economic well-being and to poverty reduction. If 
Pakistan does not improve its water management and storage capacity, it is likely to become 
one of the world’s most water-scarce countries. The Indus Basin canal irrigation system is the 
largest contiguous gravity flow irrigation system in the world. However, efficiency is low—only 
about 35% of delivered water is used by crops. Irrigation largely relies on run-of-river flows, with 
storage representing only 9% of annual flows (compared with a world average of 40%, and 33% 
for India). This also has serious consequences for inter-provincial equity in water access 
(opportunities for synergies with hydropower development by addressing the lack of storage 
capacity are obvious). Engagement in the water resources area (irrigation and drainage) is 
highly relevant in terms of need. It is also consistent with Government policy and ADB’s country 
strategies. Nevertheless, ADB’s lending assistance in this area ceased in the mid-1990s. Given 
the serious policy constraints and slowness of the Government to implement its own policy and 
to reform the sector, such a slowdown in approvals is considered appropriate. Meanwhile, TA 
has been used to develop the National Water Sector Strategy and Water Sector Irrigation 
Development plan. Investment lending resumed recently. Positioning of ADB’s operations in the 
water resources area is assessed “high”. 
 
14. Positioning for the “other” group of projects is rated “modest”, notwithstanding a high 
level of relevance in terms of need. Some projects, such as the one to support livestock 
development (which contributes close to 50% of agriculture gross domestic product and is 
important for poverty reduction), were misdirected as they funded activities in the public sector 
that should be the purview of the private sector. Given the importance of policy reform, ADB’s 
“on again, off again” support to policy reform through two policy-based loans more than a 
decade apart lacked continuity. The lack of sector expertise in the Pakistan Resident Mission 
(PRM) throughout the period compounded deficiency. In addition, since agriculture is a 
provincial function, the wisdom of such umbrella programs is questionable. Partial release of 
tranches should be considered for fast-moving provinces. ADB’s engagement in the forestry 
subsector produced generally poor results and did not lead anywhere. Conversely, a TA to 
support integrated pest management was highly successful, although this also did not lead 
anywhere. Positioning of this group of projects is considered “modest”. 
 
15. A strongly positive highlight of ADB’s engagement in the agriculture sector is its 
willingness to partner with others.  
 
16. Overall, the positioning of ADB’s operations in the agriculture sector is assessed as 
“modest” on a four-point scale of negligible, modest, substantial, or high. 
 
C. Expected and Achieved Results 
 

1. Outputs 
 
17. Outputs of rural development projects generally were produced (with some notable 
exceptions). However, implementation has been characterized by delayed project start-up and 
extensions to loan closing dates, which are common issues throughout the Pakistan program. 
Monitoring and evaluation outputs often were not delivered or were only partially delivered. 
Output quality generally was not reported. Supervision has been insufficient in terms of 
frequency and depth, and that provided has been more concerned with administrative and 
financial issues than technical or development matters (again, not unique to the agriculture 
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sector). The delegation of responsibility for project administration to PRM has improved the 
situation. However, full authority has not been delegated, as numerous decisions still need to be 
referred to Manila (common across all projects). PRM does not have staff with rural 
development or agricultural expertise, making its supervision less effective on technical and 
development matters. 
 
18. Water resources projects also targeted a wide variety of output classes. Again, outputs 
generally were achieved, albeit with delays in start-up and completion. Achievements were often 
lower for outputs such as water user association development and agricultural extension. 
Political interference in prioritization decisions of flood protection works has been reported, 
resulting in a disproportionate share of the benefits accruing to a limited number of people. 
Some problems with the performance of contractors and quality of outputs have been noted. 
Contracting out monitoring and evaluation to the Punjab Economic Research Institute under the 
Small Dams Project was successful—and a rare case of this activity being executed well. 
 
19. Other projects targeted a wide variety of output classes. These projects often had 
serious shortfalls in the achievement of outputs. Particularly in the case of the policy-based 
loans, expected outputs were not specified clearly. 
 

2. Outcomes 
 
20. In terms of outcome achievement, the extent to which quantified targets for outcomes 
are set varies. Some confusion between outputs, outcomes, and impacts is also evident in 
project design documents. Overall, the sector assessment (footnote 2) rated rural development 
projects partly successful. They were relevant or highly relevant (80%), though only half were 
effective. Further, 80% of the projects were rated less efficient and 80% less likely sustainable. 
The lack of sustainability is a major issue. Outcomes were generally lower than envisaged for 
this group of projects. However, monitoring and evaluation systems, coupled with poor 
specification of expected outcomes, usually failed to provide sufficient information to allow a 
proper assessment of outcomes.  
 
21. The achievement of outcomes in water resources projects is constrained by poor 
performance in project implementation, as well as slow and weak progress with reforms for the 
transition of irrigation management to area water boards and water users. Nonetheless, overall 
performance of this group was rated successful. Most projects were rated highly relevant or 
relevant. More than 60% were rated effective and efficient, with the balance partly effective or 
partly efficient. Sustainability was seen as an important issue, with more than 70% rated less 
likely sustainable.  
 
22. Performance of the other group of projects was rated partly successful. All projects were 
rated relevant or highly relevant. More than a third of projects were rated effective, with the 
balance partly effective. Less than a third of projects were rated efficient, with 54% being partly 
efficient and 18% inefficient. More than 80% were rated less likely sustainable or unsustainable. 
 
D. Contribution to Impacts 
 
23. Given the low outcome achievement and sustainability of rural development projects, 
their impact on poverty reduction reasonably can be surmised to be less than expected and 
possibly low. By operating outside the local government system and relying on contracted 
nongovernment organizations and consultants, their contribution to capacity development also 
is judged to be low. However, the involvement of nongovernment organizations has led to 
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positive gender outcomes in most rural development programs, an obviously important positive 
result. Although the limitations of the rural development model being followed have been 
exposed, learning has been slower than desirable. Changes are now being made, however. In 
addition, more than half of the rural development projects were assessed as having positive 
institutional development or other impacts (i.e., impacts not related to their intended outcome).  
 
24. Water resources projects have generated substantial direct benefits in the form of on-
farm and off-farm employment opportunities. Increased agricultural production has increased 
the demand for agricultural inputs, such as chemicals and fertilizers, as well as transportation 
services. This might stimulate new investments in agro-industrial enterprises for processing 
agricultural products. With greater economic activity, land prices have risen and agricultural 
wages have increased. However, with low operations and maintenance expenditure and only 
partial transition to improved management arrangements, benefits might not be sustained at the 
expected level. Almost 80% of the projects were assessed as having positive institutional 
development or other impacts. Impacts of the other group of projects vary and, in the case of 
the policy-based operations, are harder to determine. Nonetheless, about half of this group of 
projects was rated having positive institutional or other impacts. 
 
E. Sector Assistance Rating 
 
25. The CAPE guidelines (footnote 4) envisage sector performance assessment comprising 
bottom-up and top-down assessments. The former identifies the chain of results (i.e., inputs 
leading to outputs, outcomes, impacts) that ADB intended contribute to, as well as the 
achievements (or likely achievements). It is an inductive approach that builds up from the inputs 
provided by ADB. The sector assessments use the standard evaluation criteria of relevance, 
effectiveness, efficiency, and sustainability. In assessing effectiveness, the focus is on 
outcomes as these, by definition, are the development results that are largely attributable to 
ADB’s inputs. In terms of impacts, the discussion is on ADB’s contribution to the country- or 
sector-level results rather than attribution, as many other players are involved in their 
achievement. 
 
26. The top-down assessment is a deductive assessment that, rather than building up a 
pattern of achievement from inputs provided, takes a broader view of performance covering the 
positioning of ADB’s assistance (were the right choices made on resource allocation?), the 
overall contribution of ADB’s assistance to national development results, and the quality and 
responsiveness of ADB’s services (were things done right?). 
 
27. Ratings are derived to ensure some consistency across sectors. The rating aims to 
identify areas of strengths and weaknesses, rather than being an absolute measure of 
performance. 
 

1. Bottom-Up Assessment 
 
28. The performance assessment of ADB’s operations (including lending; TA, policy 
dialogue; and economic, sector, and thematic work) in support of agriculture sector 
development is outlined in Table 8. This shows the bottom-up assessment rated ADB’s 
agriculture sector operations “partly successful”. 
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Table 8: Performance Rating of ADB Operations in the Agriculture 
and Natural Resources Sector 

 

Rating Criterion Maximum Score Assessment Score 
Relevance 3 Relevant 2 
Effectiveness 6 Between Less Effective 

and Effective 
3 

Efficiency 3 Less Efficient  1 
Sustainability 6 Less Likely 2 
Impact 6 Between Modest and 

Substantial 
3 

Overall Assessment 24 Partly Successful  11 
ADB = Asian Development Bank. 
Source: Operations Evaluation Department assessment. 

 
29. Individual operations were highly relevant in terms of need, and relevant in terms of their 
fit with Government priorities and ADB’s country strategies. However, some operations had 
design flaws, and demonstrable learning from experience was lacking in some cases. Rural 
development projects generally were assessed less effective; water resources projects were 
more likely to be effective; and those in the other group also were assessed less effective. The 
overall rating is between less effective and effective. Routine implementation delays and lower-
than-expected economic internal rates of return in many cases led to a rating of less efficient. 
Low sustainability is a problem across most projects in the sector. Direct impacts were modest 
overall, although significant institutional development and other impacts improved the 
assessment. 
 

2. Top-Down Assessment 
 
30. The top-down assessment (Table 9) considers performance in terms of the positioning of 
ADB’s assistance, the contribution of the assistance to sector performance, and the quality and 
responsiveness of ADB’s services. The top-down assessment rates ADB’s agriculture 
operations “partly successful”. 
 

Table 9: Performance Rating of ADB Operations in the Agriculture 
and Natural Resources Sector 

 

Rating Criterion Maximum Score Assessment Score 
Country Positioning 8 Modest 4 
Contribution to Development 

Results 
8 Modest 4 

ADB Performance 8 Modest 4 
Overall Assessment 24 Partly Successful 12 
ADB = Asian Development Bank. 
Source: Operations Evaluation Department assessment. 

 
3. Overall Sector Performance Assessment 

 
31. Based on the bottom-up and top-down assessments, the CAPE rates ADB’s program in 
the agriculture sector “partly successful”. 
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F. Issues Facing the Sector 
 
32. The supporting report (footnote 2) comprehensively addresses issues facing the sector.  
 
G. Recommendations 
 
33. The following recommendations are directed primarily at ADB: 
 

(i) ADB should focus on fewer subsectors or areas, and maintain a commitment to 
providing consistent support and policy dialogue over a longer planning horizon 
(i.e., 10 years), subject to performance reviews and client demands. Obvious areas 
of focus are water resources management; policy, regulatory, and institutional 
reform; and support for private sector development (including private sector 
operations and public-private partnerships). 

(ii) The drift away from investment activities should be reversed. 
(iii) Policy reform should be addressed separately from project funding. It should be 

part of a long-term sector road map and practical sequence of reforms, capacity 
strengthening, and investment programs. Where reforms are necessary, these 
should be identified early in the project formulation and preparation process and 
recognized as preconditions for loan approval.  

(iv) Project complexity in relation to executing and implementing agency capability, 
particularly at the local government level, needs to be taken into account better in 
design. Resident mission staff should participate more in preparation missions with 
a view to incorporating lessons from implementation experience more effectively. 
In addition, greater use of cluster loans or multitranche financing facilities should 
be considered to allow projects to be broken into more manageable pieces. 
Alternatively, if a holistic solution in a single package is considered essential, more 
supervision is required. 

(v) Government frequently lacks ownership of ADB projects in the sector. The project 
preparatory TA facility, which allows the Government (and ADB) to disengage from 
project design and delegate this responsibility to consultants, is not producing the 
desired quality of design and degree of ownership. Crosscutting issues (often of 
little interest to the Government) are taking up an increasing amount of project 
preparatory TA time, with insufficient attention to basic problem analysis, 
consideration of alternatives, and consultation (particularly at lower levels of 
government and with the community). As such, other ways of using project 
preparatory TA funds need to found to allow the Government to drive the 
preparation process.  

(vi) ADB needs to find a better balance between the number of projects and 
subsectors of engagement and the number and skill areas of the human resources 
it has available for supervision and monitoring, particularly located in PRM. Given 
the budget and staffing constraints, this implies operating across fewer subsectors 
(see [i]). Generally, ADB should not operate in a subsector unless it has a qualified 
national officer and/or international staff member in PRM.  

(vii) Policy dialogue is an essential part of ADB’s program. The need for, and nature of, 
policy dialogue needs to be planned and documented better. Staff with the correct 
experience and skills need to be available to engage the Government in ongoing 
policy dialogue. PRM staff should have primary responsibility for this.  

(viii) Good sector analysis and policy analysis capability are necessary for effective 
policy dialogue. ADB has reduced significantly the number of agriculture sector 
experts on its staff, or assigned them to other duties. Consequently, ADB’s ability 
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to engage in policy dialogue in the agriculture sector has been degraded. The 
redirecting of scarce resources from economic, sector, and thematic work to 
crosscutting issues has exacerbated this situation. ADB needs to ensure that it has 
access to high-quality and up-to-date analytical work at all times for those 
subsectors where it is active.  

(ix) ADB should ensure that the Government meets its full responsibility for monitoring 
project outputs and outcomes (an obligation that rests with ADB, according to the 
inspection report of the Chashma Right Bank Irrigation Project).6  

 
34. The following recommendations are primarily for Government consideration: 
 

(i) In collaboration with ADB, the Government should conduct a review of rural 
development projects to consolidate the body of knowledge and investigate 
alternative models that might produce better results, and could be more compatible 
with devolved local government. 

(ii) The Government rarely carries out project monitoring and evaluation as envisaged 
in loan agreements. As such, the Government and ADB should review this area to 
find a way to meet ADB’s needs and provide useful (and usable) information to the 
Government. This is likely to involve moving from project-based monitoring and 
evaluation to more extensive use (and strengthening) of government systems. 

(iii) Inadequate funds for the operation and maintenance of infrastructure funded under 
ADB loans is a longstanding problem contributing to a lack of sustainability and 
reduced benefits. More recognition and funding must be ensured for the operations 
and maintenance requirements of projects. Further, sufficient funding needs to be 
provided to ensure the sustainability of the facilities and infrastructure created 
through alternative funding mechanisms, such as public-private sector 
partnerships, using loan funds for setting up trust accounts, the imposition of user 
charges through pay-for-services, imposition of local taxes, and other appropriate 
methods, as feasible. 

(iv) Delays in project start-up and appointment of project staff contribute to poor 
performance. Alternative project implementation methods need to be explored and 
evaluated to strengthen project implementation. These could include the use of 
special TA, or project preparatory TA, to carry over to project start-up; the 
appointment of dedicated project support staff; and contracting out project 
management services with payment based on project implementation milestones. 

 
 

                                                 
6 ADB. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and Technical 

Assistance to the Islamic Republic of Pakistan for the Chashma Right Bank Irrigation Project (Stage III). Manila.   
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EDUCATION SECTOR SUMMARY  
(INCLUDING EDUCATION COMPONENTS OF MULTISECTOR OPERATIONS) 

 
1. Previously, social sector operations had a single classification known as social 
infrastructure, which covered education, health and population, water supply and sanitation, and 
urban development. In some cases, operations focused on a single area (e.g., education). In 
other cases, all social sectors were covered under a single project or program as multisector 
projects. Under the current classification system of the Asian Development Bank (ADB), three 
new categories were created—education; health, nutrition, and social protection; and water 
supply, sanitation, and waste management. A range of subsector classifications was created at 
the same time. Urban development was not given its own classification; instead, such 
operations are classified as multisector. For this sector summary, the new classification system 
has been used. However, some multisector operations continue to cover all three social sectors. 
 
2. Education is classified as belonging to group I (core operational sector) under ADB’s 
second medium-term strategy 2006–2008.1 This means that ADB will build up or maintain a 
critical mass of expertise to become a leading provider of assistance (financing and knowledge) 
in this and other group I sectors. 
 
3. This section draws on the findings of a sector assistance program evaluation (SAPE) on 
ADB’s social sector operations in Pakistan conducted as an input to this country assistance 
program evaluation (CAPE).2  
 
A. Key Elements of ADB’s Sector Strategy and Program 
 
4. ADB’s main strategic thrusts and approvals for the education sector have covered a 
number of subsectors, and have shifted significantly during 1985–2006 (Table 1). However, the 
focus on girls’ education has been consistent. 
 

Table 1: Education Sector Strategic Thrusts and Program, 1985–2006 

Strategic 
Period 

 
Main Strategic Thrusts 

 
Operations Approved 

1985–1989 ADB’s thrust was to continue science education 
for secondary schools as well as primary 
education, mathematics education, in-service 
teacher training, female literacy, and adult 
literacy projects 

Two public sector loans were approved for $93.0 
million (ADF) to support science education for 
secondary schools and primary education for 
girls. In addition, one advisory TA was approved 
for $0.5 million to support a study on technical 
and vocational education development. 
 

1990–1994 ADB’s strategic thrusts were guided by the 
following considerations: (i) the need to 
implement a comprehensive strategy for the 
education sector to enable it to respond to the 
needs of the directly productive sectors; and (ii) 
the need to improve literacy, especially for rural 
women. 

Three public sector loans were approved during 
the period (including one multisector loan with an 
education component), amounting to $230.1 
million (ADF). These covered projects on the 
training of teachers, expanding and improving 
middle school education, and supporting the 
government’s Social Action Program. Two 
advisory TAs totaling $0.3 million were approved 
to support the development of a master plan for 
the education sector and an education program 
for technical education and vocational training. 

                                                 
1 ADB. 2006. Medium-Term Strategy II: 2006–2008. Manila. 
2 ADB. 2005. Sector Assistance Program Evaluation for Social Sectors in Pakistan. Manila. Available: 

http://www.adb.org/evaluation

http://www.adb.org/evaluation
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Strategic 
Period 

 
Main Strategic Thrusts 

 
Operations Approved 

1995–2000 A major consideration in ADB’s strategy for the 
education sector was the increased enrollment 
and retention of girls in primary education 
through provincial-level targeting. Teacher 
training, technical and vocational education, 
middle and secondary schools and nonformal 
education were identified as areas where ADB 
assistance would be required. ADB’s assistance 
in the sector was centered on supporting the 
Government’s expansion of quality basic 
education, especially for girls in rural areas. ADB 
continued to prioritize primary school quality 
improvement and nonformal education of women 
over the succeeding years. 
 

Four public sector loans were approved 
(including one multisector loan with an education 
component), amounting to $345.0 million. These 
supported the improvement of technical 
education, the provision of accessible good 
quality primary education to increase and retain 
the participation of girls in primary schools, the 
introduction of the new science curriculum in 
secondary schools, and the second phase of the 
government’s Social Action Program. One 
advisory TA was approved ($0.2 million) to 
support the rehabilitation plan for technical 
education facilities. 
 

2001–2006 ADB’s strategic thrusts for the period included (i) 
the improvement of the quality of primary 
education services through the promotion of 
public-private-civil society partnerships; (ii) 
improved quality and enhanced access for 
science and technical education, and 
decentralized elementary education, in Sindh; 
(iii) access to quality basic education, especially 
for females; (iv) community participation in 
management and monitoring of schools; (v) 
adequate provision of recurrent expenditures for 
teachers’ training, school supplies, and improved 
curriculum; (vi) support for a science education 
project; and (vii) support for improving the 
effectiveness and efficiency of devolved social 
services through Sindh Devolved Social Services 
Program.  

Ten public sector loans (including eight 
multisector loans with education components) 
were approved, totaling $672.0 million ($432.0 
million from ADF and $240.0 million from OCR). 
These supported decentralized elementary 
education in Sindh, restructuring of the technical 
education and vocational training system in 
Balochistan and North-West Frontier Province, 
and support for the government’s Devolved 
Social Services Program in Sindh, Punjab, and 
Balochistan. Five advisory TAs for a total of $1.3 
million were approved during the period to 
support the devolved social services program, 
the nonformal primary education and functional 
literacy program for rural women, and the 
mobilization of grassroots stakeholders for pro-
poor social service delivery. 

ADB = Asian Development Bank, ADF = Asian Development Fund, OCR = ordinary capital resources, TA = technical 
assistance. 
Source: Asian Development Bank management information systems. 
 
5. During 1985–2006, ADB approved 10 education sector projects for a total of $470.1 
million. It also approved five multisector projects for $870.0 million that included education 
sector components. Over the same period, ADB approved 11 education sector project 
preparatory technical assistance (TA) for $3.1 million, as well as five advisory TAs for $1.3 
million covering education sector planning (1), nonformal education (1), and technical and 
vocational training and skills development (3)—all over a 20-year period when single sector 
education approvals totaled $470 million. This appears to be a very low level of complementary 
TA, particularly given the generally poor performance of the sector. 
 
6. By subsector classification, public sector loans have been approved for basic education 
in each strategic period in which education sector projects were approved (Figure 1). Two loans 
were approved for senior secondary education in two strategic periods (in 1993 and 1997), with 
three loans for technical and vocational education (one in 1995 and two in 2004). 
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Figure 1: Education Sector Loan Projects 
by Subsector Classification and Strategic Period 

(Excluding Multisector Loans) 

Notes: (i) No education sector loans were approved in 1999–2001.  
(ii) One loan in support of middle schools was reclassified from “education sector 

development” to “basic education.” 
Source: Asian Development Bank management information systems. 

 
7. Until the most recent strategic period, all education sector loan projects were vertical 
(i.e., federally administered, multi-province projects), as shown in Figure 2. Since then, all 
projects have been province-specific. Multisector projects followed the same pattern—the two 
loans in support of the Social Action Program were vertical projects, while the devolved social 
service programs approved since 2003 are province-specific. 
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Figure 2: Vertical and Province-Based Education Sector Loan Projects 
by Strategic Period 

(Excluding Multisector Loans) 

Note: No education sector loans were approved in 1999–2001. 
Source: Asian Development Bank management information systems. 
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8. More than half of the $1.3 million of advisory TAs was directed to the technical and 
vocational education subsector. 
 
B. Positioning of ADB Assistance 
 
 1. Context 
 
9. An assessment of positioning has to take into account the country and sector context. 
This is particularly important for education sector development in Pakistan. Paras. 10–15 on the 
education sector are taken from the SAPE (footnote 2). 
 
10. Pakistan’s education indicators are poor, even within the context of the South Asia 
region. Gender and regional inequities are strong. At one extreme is rural Balochistan, where 
only 6% of females over 10 years old have completed primary school, compared with 38% for 
both sexes nationally (49% for males and 27% for females).3 Although the illiteracy rate has 
fallen for men and women, the rate of decline for men has been much greater than for women. 
From 1970 to 2005, male illiteracy declined 76% compared with 35% for women. Projections by 
the United Nations Education, Social and Cultural Organization indicate that this gender 
discrepancy will continue well into the future, with only slow progress expected in increasing the 
national literacy rate. Despite this anticipated increase in the literacy rate, the absolute number 
of illiterate people will continue to climb due to a high population growth rate, according to this 
model. 
 
11. The second Millennium Development Goal (MDG) is for all countries to achieve 
universal primary education. The indicators are net primary enrollment rate, the proportion of 
pupils starting grade 1 who reach grade 5, and the primary completion rate. United Nations 
Education, Social and Cultural Organization estimates that net primary enrollment in 2000 was 
59% for both sexes—50% for girls and 68% for boys. The Government’s first MDG report in 
20054 gives a figure of 46% (both sexes) for 1990 and 51% for 2000, far below the target of 
100% by 2015. No data is available in Pakistan on the proportion of pupils starting in grade 1 
who reach grade 5. Although the Government rates the goal of universal primary education as 
“potentially achievable,” achievement of this MDG seems unlikely based on the current status 
and past performance. The Government’s 2004 MDG report rates the status of the supporting 
environment for goal achievement as weak but improving. 
 
12. The third MDG concerns the promotion of gender equity, with target 4 being the 
elimination of the gender disparity in primary and secondary education by 2005, and in all levels 
of education no later than 2015. The Government’s first MDG report presents indicators on the 
ratio of girls’ to boys’ enrollment at primary, secondary, and tertiary levels. For primary 
education, the ratio was 0.51 in 1990 and 0.57 in 2000 (compared with a target of 1.0), based 
on the Ministry of Education’s National Education Management Information System. However, 
these ratios should be interpreted with care, because the apparent improvement in girls’ 
enrollment is, according to the Pakistan Integrated Household Survey, “because boys show a 
larger decline in enrollments than through any overall increase in girls’ enrollment” (footnote 3). 
The Government’s first MDG report rates achievement of this target as “unlikely” with the 
supportive environment being weak but improving. 
 

                                                 
3

 Federal Bureau of Statistics. 2001. Pakistan Integrated Household Survey Round IV: 2000–2001. Islamabad. 
Available: http://www.statpak.gov.pk/depts/fbs/statistics/pihs2000-2001/pihs2000-2001.html   

4 Government of Pakistan. 2004. Pakistan Millennium Development Goals Report 2004. Islamabad. 

http://www.statpak.gov.pk/depts/fbs/statistics/pihs2000-2001/pihs2000-2001.html
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13. While many reasons are given for weak education sector performance, chief among 
these are insufficient resources and ineffective use of those resources that are made available. 
Successive governments have failed to deliver on education targets set in plans and policies 
Public expenditure on education has been less than 2% of gross domestic product every year 
since 1997—the lowest among comparator countries—and real expenditure has been declining 
since 1989, although the most recent budget allocations show a reversal of this trend. Gender 
and regional inequities are a recurring theme in social sector outcomes. Beyond inadequate 
access lie some important quality issues—namely, curricula, textbooks, teacher training, and 
the examination and monitoring systems. Although some progress has been evident in 
curriculum revision, changes have not kept pace with needs, and the process has tended to 
suffer from “political capture.”5

 Textbook boards previously had a monopoly over textbook 
production, although this is no longer the case. Many (largely unsuccessful) attempts have been 
made to reform the examination system to allow for alternative examination boards, and the 
development of a national testing system. Finally, the monitoring system fails to meet the needs 
for information on the sector. 
 
14. With the public education system failing to deliver the results parents want, private 
schools have expanded in response to a strong demand for education. In urban Punjab, 2001–
2002 survey results (footnote 3) showed private schools accounted for 56% of primary-level 
enrollments. While income strongly influences the level of primary enrollment, the lowest quintile 
by income still shows 28% enrollment in private schools in urban areas (10% in rural areas). 
This rises to 71% for the highest quintile in urban areas (36% in rural areas). 
 
15. In short, as the Social Policy Development Centre concludes, “the current state of 
education in Pakistan is deplorable.”6

 This nongovernment research organization gives the 
following reasons for its assessment: 
 

Education in Pakistan has suffered from a myriad of issues, as reflected by 
various educational indicators including low levels of public spending, literacy and 
enrollments, high levels of dropout from the schooling system, acute regional and 
gender inequalities, and inequities in the distribution of budgetary allocations to 
education. Both demand and supply factors explain this state of affairs. On the 
demand side, poverty and illiteracy appear to be significant factors adversely 
affecting household decisions to send children to school. On the supply side, high 
population growth rates and lack of sufficient financial commitment has caused 
illiteracy to rise. There have been commendable efforts in the private and 
nongovernment sectors, but the scale of these efforts has not been sufficient to 
make a difference to the aggregate situation (footnote 6). 

 
16. While a detailed analysis of the causes of poor social sector performance is beyond the 
scope of this CAPE, such an understanding is essential to ensure (i) the merits or otherwise of 
proposed interventions can be judged based on realistic expectations about the results that can 
be obtained in the time envisaged, and (ii) the major assumptions and risks inherent in 
alternative interventions are identified and addressed adequately in project selection and 
design. ADB’s education sector operations did not appear to reflect such an understanding. 
 

                                                 
5 For a review, see Nayyar, A.H. and Ahmad Salim, eds. 2004. The Subtle Subversion: The State of Curricula and 

Textbooks in Pakistan. Islamabad: Sustainable Development Policy Institute. 
6 Social Policy Development Centre. 2003. Social Development in Pakistan: Annual Review 2002–03: The State of 

Education. Karachi. 
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17. The fundamental causes of poor social sector performance in Pakistan increasingly are 
understood to be systemic and the products of deeply entrenched social relations. As such, they 
will change slowly, and active resistance to change can be expected. Easterly concludes that 
two political economy hypotheses—elite domination and ethnic factionalism—fit the realities of 
Pakistani society, explaining in large part Pakistan’s poor social performance despite 
respectable economic growth.7

 Analysis by Kahn has supported the hypothesis that feudal 
landlords oppose universal primary education.8

 More generally, Husain (quoted by Easterly) has 
argued that ruling elites have a vested interest in perpetuating low literacy rates to preserve 
their own positions of power. On the constraining influence of ethnic diversity and factionalism, 
Easterly concludes: “The results are uneven but supportive of the hypothesis that Pakistan’s 
poor level of human capital investment for a given level of income is related to its high degree of 
ethnic and class polarization” (footnote 7). 
 
18. This analysis of underlying causes shows that attempts to improve social outcomes in 
Pakistan are not operating in a context of benign neglect, or well-intentioned but insufficient or 
misguided effort. Those allocating development funds and planning interventions for social 
sector development in Pakistan need to be aware of the political economy dimension—and how 
it constrains the attainment of results. Easterly’s conclusion is sobering: 
 

While foreign aid and government programs may have contributed to overall 
economic growth, they were an egregious failure at promoting social and 
institutional development under the circumstances of elite domination and ethnic 
division (footnote 7). 

 
19. The creation of elected local governments at the district and subdistrict levels in 2001 
was a major initiative that changed the way basic services are delivered. Responsibility for 
social service delivery (among other responsibilities) was devolved to the newly created local 
governments, and new accountability arrangements were put in place. They were granted th 
power to raise local revenue. Of the newly created positions, 33% were reserved for women. A 
mayor leads the elected assemblies at district and tehsil levels. A district coordinating officer, 
appointed by the provincial governor, is the senior official. While devolution has the potential to 
improve social service delivery (and this is one of its technical objectives), some argue that the 
overarching objective was to remake the political landscape by creating an alternative to the 
traditional political parties.9

 
20. A 2004 study (more recent evidence is not available) undertaken by ADB and others 
concludes that a determination on the impact of devolution on the delivery of social services is 
premature.10

 However, fieldwork in two subdistricts in each of the six districts found that citizens 
had gained more of a voice as a result of the reforms. Further, examples was found of better 
attendance by health personnel, improved supply of medicines, and more efficient procurement 
(e.g., reduced cost of local-level infrastructure, such as school construction), because of better 
local level accountability. Some evidence indicated the incentive structure had improved. These 
are all positive outcomes. On the other hand, the study noted numerous challenges, as well as 
the partial and variable implementation of the reforms. Important issues include (i) the unaltered 

                                                 
7 Easterly, W. 2001. The Political Economy of Growth Without Development: A Case Study of Pakistan. Available: 

http://www.nyu.edu/fas/institute/dri/Easterly/File/Pakistan.pdf
8 Kahn, S. R. 1999. Reforming Pakistan’s Political Economy. Lahore: Vanguard Books. Using (admittedly) old data. 
9 The Economist Intelligence Unit. 2001. Country Report: Pakistan and Afghanistan. London. See also International 

Crisis Group. 2004. Devolution in Pakistan: Reform or Regression. Brussels. 
10 Asian Development Bank, Department for International Development, and World Bank. 2004. Devolution in 

Pakistan: An Assessment and Recommendations for Action (four vols.). Islamabad. 

http://www.nyu.edu/fas/institute/dri/Easterly/File/Pakistan.pdf
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tendency for provinces to interfere in district management, and a lack of delegation by provinces 
of the employer role; (ii) confusion regarding responsibility and accountability caused by the so-
called vertical (federally controlled) development programs, which are common in the health, 
education, and water and sanitation sectors (including some ongoing ADB projects)—these 
vertical programs made up more than half the annual development program in the districts 
studied; (iii) limited citizen influence; (iv) lack of a district-wide approach due to local or factional 
interests; (v) problematic relationships between mayors and district coordination officers, 
particularly where these have different party affiliations; (vi) weak tax base at the district level, 
and difficulty in imposing local level taxes such as user fees; and (vii) continued control of 
school management committees by head teachers. Notwithstanding these challenges, the study 
was “cautiously optimistic” about the future. 
 
21. An important factor in determining the success of the devolution process will be the 
extent to which local government can avoid being “captured” by elites who have opposed social 
development in the past. This is an area of concern. As the Economist Intelligence Unit 
reported, about 70% of those elected in the first round of local elections were rural gentry, most 
of whom have “friendly relations” with “like-minded” members of the traditional parties (footnote 
9). The International Crisis Group documented many faults of the 2005 local government 
elections. The group concluded: “While low levels of domestic ownership have marred the 
devolution scheme from its inception, the deeply flawed elections have deprived it of even a 
modicum of legitimacy.”11 It adds: 
 

Local government reform, including the efficient and equitable delivery of public 
services that remains a donor priority, is not just a technical issue. It is an 
intensely political process that depends on the institutional context in which it 
unfolds. The international community must recognise that President Musharraf's 
local government scheme is a political project designed to shore up centralised 
military rule and will neither empower the people nor improve service delivery 
(footnote 11). 

 
22. The focus of devolved social service delivery on public funding and public provision is 
another relevant factor in terms of the likely impact of devolution. While public funding is 
important (particularly for the poor), it is only part—and only a minor one in health, water supply, 
and sanitation—of total social sector expenditure in Pakistan. 
 

2. Selective Literature Review 
 
23. Three studies are reviewed, including a World Bank literature review.12 The World Bank 
review looks at the economic (micro- and macroeconomic evidence and distribution effects), as 
well as social and political (social cohesion and welfare, basic human rights, and democracy), 
arguments for supporting basic education. The study concludes: 
 

The benefits of UPE [universal primary education] are not automatic or universal, 
but are applicable only under certain conditions within the education sector, in the 
labor market, and also in the wider economy. The most obvious condition of 
realizing the benefits of EFA [education for all] is that students actually learn 
enough in primary school to complete the cycle with real literacy and numeracy. 
The experience of the high-performance East Asian economies indicates that 

                                                 
11 International Crisis Group. 2005. Pakistan’s Local Polls: Shoring Up Military Rule. Brussels. 
12  World Bank. Undated. Rationale for Public Investments in Primary Education in Developing Countries. Available: 

http://www.worldbank.org/oed/education/documents/education_primary_rationale_paper _summary.pdf  

http://www.worldbank.org/oed/education/documents/education_primary_rationale_paper%20_summary.pdf
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labor market flexibility is also a condition for reaping the benefits from more 
schooling and cognitive skills of the labor force. For returns to primary education 
to be high in agricultural economies, it appears that school leavers must at least 
have access to improved technologies (Joliffe 1998). Finally, providing the 
necessary macroeconomic environment for growth (such as social services and 
investments in research and development) is essential for reaping the returns on 
investment in basic education. 

 
24. While the study acknowledges the goal of achieving universal primary enrollment 
generates little argument, it notes that two alternative strategies can be followed: (i) the “‛big 
bang” expansion of primary education, characterized by rapid expansion of access followed by 
gradual quality improvements that raise the average and improve the distribution of skills 
acquisition; or (ii) improved skills acquisition of those already enrolled in primary education, and 
gradual expansion of good quality primary schools to the entire population.” ADB has tended to 
emphasize the first strategy more, although its periodic support to technical and vocational 
education is consistent with the second strategy. 
 
25. A recently completed World Bank Independent Evaluation Group study13 is particularly 
relevant, as ADB and World Bank have followed almost identical strategies in focusing on 
primary education. The CAPE finds the conclusions of the study highly applicable to ADB’s 
operations to support basic education in Pakistan. The main conclusion of the evaluation is: 
“Primary education efforts need to focus on improving learning outcomes, particularly among 
the poor and other disadvantaged children. The MDG push for universal primary enrollment and 
completion, although a valuable intermediate goal, will not suffice to ensure that children 
achieve the basic literacy and numeracy that are essential to poverty reduction.” It also 
concluded that: 
 

Efforts are urgently needed to improve the performance of sector management in 
support of learning outcomes. This implies the need for sound political and 
institutional analyses, taking into account the incentives faced by officials and 
teachers to improve the quality of teaching and learning; for strengthened 
accountability and supervision systems that cover learning outcomes in 
disadvantaged communities’ schools; and for improved monitoring and evaluation 
systems that track learning outcomes over time among different income and 
social groups, cover staff and system performance (not just inputs and outputs), 
and include incentives to ensure that findings are used in decision making. The 
Bank should require all new Country Assistance Strategies to include learning 
outcomes indicators. 

 
26. Birdsall, Levine, and Ibrahim, while acknowledging that the basis of the evaluation is 
weak, offer suggestions on interventions that appear to work in improving education 
outcomes.14 They note that these provide a menu of options, and that the appropriateness and 
effectiveness of each will depend on the country context. In the article, they identify two major 
strategies: (i) getting out-of-school children into school, which involves overcoming demand- 
and supply-side constraints to enrollment and retention; and (ii) creating better institutions and 
incentives that are more favorable, which requires successfully addressing serious and 
pervasive institutional shortcomings, many of which are linked to dysfunctional incentives for 
                                                 
13 World Bank. 2006. From Schooling Access to Learning Outcomes: An Unfinished Agenda: An Evaluation of World 

Bank Support to Primary Education. Washington, DC. 
14 Birdsall, N., R. Levine, and A. Ibrahim. 2006. Toward Universal Primary Education: UN Millennium Project Report 

on Education and Gender Equality. Global Urban Development Magazine, Vol. 2, Issue 1.  
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administrators and teachers. Birdsall et al identify the following interventions for getting out-of-
school children into school: 
 

(i) eliminate school fees, 
(ii) provide conditional transfers to families, 
(iii) offer school feeding programs, 
(iv) offer school health programs, 
(v) create programs for girls, 
(vi) educate children in conflict and post-conflict societies, 
(vii) educate children with disabilities, 
(viii) break the cycle of poverty and illiteracy by educating mothers, and 
(ix) expand post-primary education. 

 
27. ADB has emphasized interventions (ii) and (v) in its Pakistan operations. The last 
intervention (expansion of post-primary education) is particularly interesting, as it has 
implications for assessing the soundness of the positioning of ADB’s assistance. Based on work 
by the United  Nations Millennium Task Force, the paper observes that (i) 5 or 6 years of 
schooling might not be enough to produce the desired social and economic benefits; (ii) “the 
demand for primary education may be determined in part by the availability of secondary 
education slots, because parents may understand that the economic benefits of primary 
schooling alone are not great enough to offset the opportunity cost;” and (iii) “expanding the 
existing education systems in many developing countries and scaling up other public sector 
functions (particularly health services, water management, and general public administration) 
requires a larger cadre of educated and trained workers.” The authors stress that these realities 
do not mean that funding should be reduced for basic education. Rather, incremental funding is 
required for higher levels of education to capture the benefits of investments in basic education.  
 
28. The authors identify the following implications of their findings for the first strategy: 
 

(i) Depending on local conditions, introduce, test, and scale up strategies to attract 
out-of-school children to school. 

(ii) Support adult literacy programs designed for mothers of young children, evaluate 
the programs to determine whether they are working, and use that information in 
future decision making. 

(iii) Balance investments in primary education with selective support to post-primary 
education, paying particular attention to educational opportunities for girls and 
young women. Include planning for expanding post-primary education with 
planning for achievement of universal primary education. 

 
29. For creating better institutions and more favorable incentives, Birdsall et al identify the 
following interventions: 
 

(i) strengthen national commitment; 
(ii) improve accountability through local control; 
(iii) improve the information base, especially for parents and communities; and 
(iv) strengthen the role of civil society organizations. 

 
30. ADB has put considerable effort into (i) and (ii). It has put some effort into (iv), albeit 
generally in the absence of a strong commitment from the bureaucracy. Little effort has been 
put into (iii). 
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31. The authors identify the following implications of their findings for the second strategy: 
 

(i) Develop, strengthen, and bolster the constituency for a national commitment to 
education with a legal and institutional framework that places prioritizes public 
sector provision of quality education. 

(ii) Promote mechanisms for local control of education that give parents and other 
citizens an explicit role in holding schools and teachers accountable for delivering 
results.  

(iii) Improve the quality of information about education sector performance to allow 
the agents and agencies charged with planning and monitoring to receive 
accurate and up-to-date knowledge of how many children are in school, how 
many teachers are employed and on the job, whether children are remaining in 
school, and so on.  

(iv) Institute systems to assess the acquisition of skills and knowledge based on an 
international standard. Ensure transparency in the dissemination of this 
information at the national and local levels.  

(v) Create an environment that recognizes civil society organizations as legitimate 
participants in debates about the direction of the education system. 

 
3. Assessment of Positioning of ADB’s Assistance 

 
32. Clearly, a strong case can be made for ADB supporting the education sector based on 
need and, more recently, the designation of education as a group I sector under ADB’s second 
medium-term strategy (para. 2). Each of the subsectors supported also can be justified fully in 
terms of need. Given the disparities in access between girls and boys to basic education, the 
focus on girls’ primary education has a particularly strong rationale in terms of need. It is also 
highly consistent with ADB’s broader policy framework (e.g., on gender). ADB’s support for girls’ 
basic education has two broad dimensions—advocacy and investment. The positioning of 
ADB’s consistent advocacy for improved access by girls to education is rated very highly. 
However, the positioning of the investment is rated lower, because it has tended to focus on 
access and supply-side factors, rather than taking into account the full range of factors involved 
(paras. 23–27) and the results of experience. 
 
33. Given the partial success of many education sector projects (section C), the question of 
whether the provision of investment funds makes advocacy more effective should be 
considered. It is often stated that these provide “a seat at the policy table” that might not be 
available without the funding. The veracity of this statement can be debated. However, whether 
the net benefit from advocacy and debt servicing of partly successful investment projects is a 
good outcome for the country is questionable. In addition, advocacy supported by good 
research and data availability, coupled with a strategy to stimulate discussion within society, 
might be a better approach than investment projects when the policy environment and level of 
commitment are not conducive to success of projects. 
 
34. Given the obvious importance of education, ADB’s allocation of resources to the sector 
has been relatively modest over 1985–2006 (3.6% of loan approvals for education sector-only 
projects, or 10.4% when the education components of multisector projects are included). The 
allocation of advisory TA to support education development appears to be very low (para. 5), 
although TA often was included under loans, and TA loans support the devolved social services 
programs. ADB could have and should have directed more of its available resources to the 
education sector, albeit with three qualifiers. First, the basic approach would need to change 
(e.g., the predominant focus on access over learning outcomes, the almost exclusive focus on 
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public provision and public funding, greater focus on sector performance information, etc.). 
Second, increased funding would need to be driven by careful consideration of the results being 
achieved, and would have to be based on a more complete understanding of the causal factors 
of poor sector performance. Third, ADB would need to increase significantly the resources it 
directed to support the program, particularly staff resources at the Pakistan Resident Mission 
(PRM). 
 
35. While ADB consistently has supported basic education, particularly access for girls, it 
also has directed modest resources to senior secondary education, as well as technical and 
vocational education. Given the huge needs in each of the three subsectors, this breadth of 
coverage is questionable. Until recently, all projects were vertical, covering all provinces 
simultaneously, which compounded the problems created by ADB’s broad coverage. The move 
to province-specific projects is strongly supported as a means of achieving greater focus (and 
perhaps ownership). 
 
36. ADB’s assistance has been relevant in terms of its consistency with ADB’s country 
strategies and Government policy (although the ability and/or commitment of successive 
governments to deliver on their policies can be questioned). However, the assistance has been 
less relevant in terms of its demonstrated understanding of the key constraints to sector 
performance. This evaluation believes that the analytical underpinning of ADB’s education 
sector operations has been insufficient. Nevertheless, many studies were funded under loans, 
although relatively few of these appear to have produced tangible results or are readily 
available.15 Further, the SAPE found that ADB’s education sector operations showed insufficient 
learning from experience—a view validated by this study. 
 
37. ADB’s support to education sector projects (and those in other sectors where assistance 
is delivered in many widely dispersed and often relatively inaccessible places) presents an 
important systemic issue. ADB staff coefficients and travel budgets do not take into account 
sufficiently the difficulty of supervising such projects. This is particularly the case for projects 
supporting primary education, but less so for technical and vocational education projects with 
much fewer service delivery points. ADB has never stationed an education specialist in PRM, 
which compounds this difficulty. Supervision of multisector projects also creates problems, 
because they are considered one project for the purposes of portfolio management. In reality, 
however, they are multiple projects in a single package. Trying to manage these projects from 
headquarters, using standard staff and travel budget coefficients without dedicated expertise in 
the resident mission, always will be problematic in the absence of very strong project 
management capability and high-level commitment from the Government. 
 
38. The Operations Evaluation Department has been critical over the years of what it sees 
as ADB’s inadequate support for private provision and private funding of education in Pakistan 
(and other social sectors), given their importance and strong growth over many years. 
Increasingly, people in all income quintiles in urban and rural areas are turning to private 
providers, and are funding education costs themselves. Obviously, this provides a direct means 
for service users to hold providers accountable. This does not mean public funding and public 
provision are not relevant, particularly for the poor. Rather, more effort is needed to support 
what seems to be working. ADB has been aware of this need for many years, and the failure to 
direct resources to this end probably has resulted more from a lack of interest by public servants 
than a lack of interest by ADB. The CAPE believes ADB private sector operations could have a 
                                                 
15 While many of these studies might not have found favor with the government of the day, they might be useful now. 

These studies should be captured electronically, checked for relevance, and (those deemed to be relevant) made 
available on the Internet for potential future use. 
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role in the education sector in Pakistan, although this has never been on the “radar screen” of 
the Private Sector Operations Department. Given the constraints on public funds, the more 
those who are able to pay for education do so, the more resources can be freed up for those 
who cannot afford to self-fund education. 
 
39. Overall, the positioning of ADB’s assistance to the education sector in Pakistan is 
assessed modest on a four-category scale of high, substantial, modest, and low. 
 
C. Expected and Achieved Results 
 

1. Outputs 
 
40. An analysis of the expected and actual outputs (to the extent that the latter can be 
determined) from the education and the education components of multisector loans approved 
from 1990–2006 show some confusion between outputs and outcomes. However, targeted 
outputs can be divided into those on the supply side (provision of education infrastructure, 
capacity development, incremental and/or targeted financing, and public-private partnerships 
and nongovernment organization and/or community-based organization participation) and those 
on the demand side (scholarships, stipends, and demand promotion). Supply side factors have 
received the most emphasis by far. 
 
41. The analysis of outputs and outcomes and SAPE conclusions (footnote 2) confirm that 
many outputs of investment projects were achieved (albeit with delays and quality problems in 
some cases, as shown by project completion reports and project performance evaluation 
reports). 
 

2. Outcomes 
 
42. An analysis of the expected outcomes, as stated in project documents, shows that 
project designers, particularly of the earlier projects, frequently were confused about the 
difference between an output, outcome, and impact. Moreover, until recently, quantified targets 
or baseline figures were virtually absent. This makes the assessment of outcome achievement a 
largely subjective exercise, exacerbated by the general failure of benefit monitoring and 
evaluation arrangements, and the unreliability of the country’s education management 
information systems. 
 
43. While many projects produced, or largely produced, the tangible outputs (albeit with 
frequent delays and/or quality problems), the achievement of outcomes was generally low or 
partial. A recurring problem is the lack of available teachers and recurrent funds to support 
incremental schools and classrooms. The SAPE (footnote 2) observed that successive projects 
were funded to increase the number of classrooms, recruit new teachers, and to train these and 
existing teachers. However, hiring bans made increasing the overall number of teachers difficult. 
Instead, teachers often were deputed or transferred to project schools from nonproject schools 
in response to pressure from ADB to put new schools and classrooms into operation. While this 
allowed the expanded or new school to become operational, it did nothing to increase the 
supply of education places overall. Another problem commonly encountered in achieving 
desired education outcomes was the late or partial delivery of outputs, such as revised curricula, 
textbooks, new teaching materials, and trained teachers. For example, the distribution of new 
textbooks developed under the Middle Schools Project did not start until 5 years after project 
completion, thereby completely de-linking the various elements of the quality improvement 
program. Another common issue is the failure to use new teaching materials, even when these 
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are delivered to schools. Science kits frequently are kept locked in storerooms. The lack of 
progress under the TA loan for the Sindh Devolved Social Services Program is another example 
of de-linking an important “soft” component (local government capacity development) from the 
rest of the project. 
 

3. Contribution to Impacts 
 
44. The following long-term impacts are being achieved much more slowly than expected: (i) 
improved literacy; (ii) improved quality and increased student learning and achievement; (iii) 
strengthened capacity to plan, maintain, and implement the school system; (iv) improved access 
to and quality of basic education; and (v) increased supply of quality elementary, secondary, 
and technical school graduates. Public funding for education started to increase significantly 
only in recent years. Whether this increased funding will project better education sector 
outcomes and impacts because of non-funding constraints (e.g., corruption, teacher 
absenteeism, etc.) remains to be seen. 
 
D. Sector Assistance Rating 
 

1. Bottom-Up Assessment 
 
45. The performance assessment of ADB’s operations (including lending, TA, policy 
dialogue, and analytical work) in support of the education sector is summarized in Table 2. The 
bottom-up assessment considers performance in terms of the direct results from ADB’s 
operations—the outputs, outcomes, and impacts produced. The standard evaluation criteria of 
relevance, effectiveness, efficiency, sustainability, and impact are used. This section draws on 
the findings of the SAPE (footnote 2). Based on the rating methodology in the Operations 
Evaluation Department’s guidelines, ADB’s operations in the education sector are rated 
unsuccessful (one point below partly successful). However, evaluator judgment has been 
exercised to adjust the overall rating to partly successful. 
 

Table 2: Performance Rating of ADB Operations in the Education Sector 

Rating Criterion Maximum Score Assessment Score 
Relevance 3 Partly Relevant 1 
Effectiveness 6 Less Effective 2 
Efficiency 3 Less Efficient 1 
Sustainability 6 Likely Sustainable 4 
Impact 6 Modest 2 
Overall Assessment 24 Partly Successful 10 
Source: Operations Evaluation Department assessment. 

 
46. Education sector operations were relevant in terms of need, as well as consistency with 
Government policy and ADB’s strategic framework. However, design soundness (adequacy of 
sector analysis, identification of binding constraints, and evidence of lessons being identified 
and learned) was less relevant. The earlier vertical projects were less relevant, while the 
multisector projects suffer from complexity of design and implementation arrangements. The 
SAPE recognized that the Government and other stakeholder frequently were not involved 
meaningfully in the design. The first indication of this lack of substantive Government 
engagement in design is revealed by early implementation delays. Again, this judgment might 
be more applicable to the earlier projects, although the delays in TA loans and in achieving 
tranche releases in more recent projects also indicate a lack of Government ownership. 
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47. Education sector operations are rated less effective because of the generally limited 
achievement of outcomes and impacts, despite the relatively high achievement in the delivery of 
outputs. Education sector operations are rated less efficient based on consistent implementation 
delays, problems in output quality, insufficient resources directed to supervision (including in 
PRM), and a general absence of cost-effectiveness considerations in project design. While 
results to date have been disappointing, the assessment of sustainability takes a more forward 
view. Currently, the scenario has improved with increased funding for education, the early 
results from devolution, and an apparently more favorable climate for public-private 
partnerships. Hence, sustainability is rated likely, although this optimism might be misplaced 
based on historical performance. 
 

2. Top-Down Assessment 
 
48. The top-down assessment (Table 3) considers performance in terms of positioning of 
ADB’s assistance, the contribution of the assistance to sector performance, and the quality and 
responsiveness of ADB’s services. The top-down assessment produces a rating of partly 
successful. Country positioning was rated modest for the reasons outlined in paras. 32–38. ADB 
has been a staunch advocate for the education sector, particularly girls’ primary education. 
However, this has been insufficient to justify a rating better than modest for contribution to 
development results in light of the quantum and mix of resources provided in relation to those 
required; the modest results achieved; and the supervision support provided in relation to 
design complexity, sector context, and Government commitment.  
 

Table 3: Top-Down Performance Assessment of ADB’s Program 

Rating Criterion Maximum Score Assessment Score 
Country Positioning 8 Modest 4 
Contribution to Development 

Results 
8 Modest 4 

ADB Performance 8 Modest 4 
Overall Assessment 24 Partly Successful 12 
ADB = Asian Development Bank. 
Source: Operations Evaluation Department assessment. 

 
49. ADB performance also is rated “modest” based on the inadequacy of the implementation 
support provided, limited development of partnerships, deficiencies in the analytical 
underpinning for operations, lack of obvious lesson learning, absence of financial and economic 
analysis to justify projects (although this is generally not required), and insufficient generation of 
client ownership. 
 

3. Overall Sector Performance Assessment 
 
50. Based on the bottom-up and top-down assessments, the CAPE assesses ADB’s 
program in the education sector “partly successful”. 
 
E. Issues in Education Sector Operations 
 
51. The following points are important to note: 
 

(i) All projects have suffered implementation delays, which is partly a consequence 
of the lack of Government engagement during design. That delayed 
implementation continues to be the norm suggests that this problem is not being 
addressed in project design. 
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(ii) A lack of analytical underpinning and problem analysis for projects is evident, 
which results in projects not always addressing the real causes of the identified 
problems, or not addressing them comprehensively enough to achieve the 
desired results. 

(iii) Lessons from previous projects have not been incorporated fully. While they 
might be acknowledged, significant design changes or innovations to avoid past 
problems usually are not made. Follow-on projects usually are designed without 
an evaluation of the predecessor project, despite the partial success of these in 
many cases. 

(iv) Assumptions and risks need to be identified more thoroughly, and risk 
management should be improved. Unmitigated risks that occurred in earlier 
projects frequently are carried over to new projects without a new strategy or 
innovation for dealing with them. 

(v) A detailed financial or economic analysis is not carried out for education sector 
projects. This important shortcoming is not limited to Pakistan operations in the 
education sector. Any analysis generally is limited to citing literature regarding the 
high rates of return to basic education, which is insufficient. Each proposed 
investment should be subject to rate-of-return analysis to ensure that it is an 
efficient investment. Quick analysis carried out during the SAPE showed that 
investments often were not efficient. 

(vi) Corruption in the education sector was addressed in any ADB project document. 
(vii) More intensive supervision by ADB likely would improve the performance of 

education sector projects in Pakistan. 
(viii) The role of ADB in project administration vis-à-vis the Government is unclear, 

with consequent unclear accountability. 
(ix) Meaningful external funding agency coordination in education sector projects is 

lacking beyond avoidance of the worst duplication of effort. All parties lack clarity 
about what aid agency coordination means in terms of outcomes. True 
coordination can come only from the Government. 

 
F. Recommendations 
 
52. The following principal recommendations are made: 
 

(i) As part of the formulation of a new country partnership strategy for Pakistan, 
decisions need to be made regarding critical mass, focus, and implementation 
support for education sector operations.  

(ii) Better balance is needed between (a) lending; and (b) policy dialogue, capacity 
building, community outreach, implementation support, analytical work, support to 
private sector provision and private funding (including public-private 
partnerships), and sector performance information generation and dissemination. 

(iii) If education remains a part of ADB’s program in Pakistan, as this evaluation 
recommends, high-level education sector expertise must be located in PRM. 

(iv) Private sector operations should be part of ADB’s education sector program in 
Pakistan. 

(v) The impact of corruption and the means for addressing it must be considered 
more rigorously in education sector strategies and projects.  
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ENERGY SECTOR ASSESSMENT 
 
1. Energy is a group I or core operational sector under the Asian Development Bank’s 
(ADB) second medium-term strategy 2006–2008.1 ADB will build up or maintain a critical mass 
of expertise to become a leading provider of assistance (financing and knowledge) in group I 
sectors. The energy sector has been an important focus of ADB’s operations in Pakistan. ADB’s 
forward program shows operations in transmission, distribution, renewable energy, and effluent 
cleanup.  
 
2. This section draws on the findings of a study of power sector operations in Pakistan 
conducted for this country assistance program evaluation (CAPE).2

 
A. Key Elements of ADB’s Sector Strategy and Program 
 
3. ADB’s main strategic thrusts and approvals for the energy sector have shifted 
significantly during 1985–2006 (Table 1). One major move has been from infrastructure funding 
to addressing policy and sector governance issues. Another has been the phasing out of 
support to the oil and gas subsector. ADB has achieved its earlier strategy of reducing the 
proportion of energy sector operations to total operations in Pakistan, although this now runs 
counter to client priorities. As such, the forward program envisages significant new investment 
projects in the sector. Nonetheless, the focus on policy issues was sound. With sector reforms 
advancing (albeit more slowly than expected), ADB is ready to resume investment operations. 
 

Table 1: Energy Sector Strategic Thrusts and Program, 1985–2005 
 

Strategic Period Main Strategic Thrusts Operations Approved 
1985–1989 Mobilize cofinancing for increased 

generating capacity, improved operational 
efficiency, moderation of energy usage, 
and increased supply of alternative fuels. 
Gradually reduce the share of operations 
in the portfolio. 

Public sector loan approvals totaled $592 
million ($482 million OCR and $110 
million ADF)—$224 million for gas or oil 
and gas development and distribution, 
$118 million for hydropower and 
distribution, $250 million for power 
transmission and distribution. Three 
advisory TAs were approved for a total of 
$1 million—two to support capacity 
building in the gas sector ($0.52 million 
total), and one power sector tariff study 
($0.48 million). 

1990–1994 Put pricing structures in place that reflect 
full economic cost, and continue to support 
public and private investments designed to 
enhance capacity and operational 
efficiency of transmission and distribution 
systems. 

Public sector loan approvals totaled $895 
million ($670 million OCR and $225 
million ADF)—$665 million for power 
transmission and distribution, and $230 
million for gas or oil and gas 
development and distribution. Ten 
advisory TAs were approved for a total of 
$4.50 million—six to support capacity 
building in the power sector ($2.25 
million), three to support capacity building 
in the gas sector ($1.64 million), and one 
hydrocarbon sector study ($0.60 million). 

                                                 
1 ADB. 2006. Medium-Term Strategy II: 2006–2008. Manila. 
2 Parish, D. 2006. Evaluation of Power Sector Operations in Pakistan. Manila. 

Available: http://adb.org/documents/OED/Working-Papers/jan01-oed-working-paper.pdf. 

http://adb.org/documents/OED/Working-Papers/jan01-oed-working-paper.pdf
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Strategic Period Main Strategic Thrusts Operations Approved 
1995–2000 Support the Government strategy of 

maximizing private sector involvement 
through new investment and privatization. 
Focus on reducing demand and supply 
gap, improving transmission and existing 
facilities, and reducing dependence on 
imported fuels. The dramatic deterioration 
of the power sector's financial situation 
and its potentially damaging 
macroeconomic impact had prompted the 
Government to start a fundamental 
restructuring of the sector. ADB’s strategy 
was to support this. 

Public sector approvals totaled $655 
million ($600 million OCR and $50 million 
ADF with an associated TA loan of $5 
million). One private sector investment 
was approved for power generation—
$5.3 million in equity and $32.0 million 
loan. Four advisory TAs totaling $2.7 
million were approved—a natural gas 
importation study ($0.6 million), private 
hydropower policy study ($0.1 million), 
support for privatization of KESC ($1.0 
million), and capacity building of the 
power sector regulatory authority ($1.0 
million) 

2001–2006 In the 2002–2003 strategy update, no 
further loans were planned. The non-
lending program would focus on 
indigenous energy, privatization, and the 
enabling environment for private 
investment. In the 2004–2006 update, a 
renewable energy project and a standby 
loan for transmission were included in 
recognition of the Government’s priority for 
the sector. The strategic focus of the 
2005–2006 update was on power sector 
reforms through restructuring, privatization,
and unbundling. Projects were proposed in 
renewable energy and transmission. 
 

Four public sector loans were approved 
for the period totaling $351 million ($331 
million OCR and $20 million ADF). One 
private sector loan of $37.30 million for 
hydropower development also was 
approved. Seven advisory TAs were 
approved for a total of $3.80 million—
$1.00 million to support the restructuring 
of the gas sector, $0.20 million as 
operational support to the Office of the 
Energy Advisor, $0.75 million for capacity 
building in the power sector, $0.20 million 
to support the strategy development and 
utilization of coal reserves, $0.95 million 
to support the establishment and 
operations of the Central Power 
Purchasing Authority, and $0.80 million 
to support alternative energy 
development.  

ADB = Asian Development Bank, ADF = Asian Development Fund, KESC = Karachi Electricity Supply Company, 
OCR = ordinary capital resources, TA = technical assistance. 
Source: Asian Development Bank management information systems. 
 
4. Of the total public sector lending in 1985–2006, the power and/or energy sector received 
the second largest allocation of resources at 18% (or $2.5 billion), although this large share was 
largely the result of approvals in earlier years. The average annual amount approved for the 
energy sector rose from $118.4 million per year for the 1985–1989 strategic period to $149.2 
million per year for 1990–1994. Within the energy sector, 60% was allocated to the power 
subsector and 40% for natural gas, although support for gas development was exclusively in the 
earlier period (Figure 1). ADB’s program consisted of 23 loans, 10 project preparatory technical 
assistance (TA) for $3.1 million, and 24 advisory TAs for $11.9 million. In addition, the power 
sector had two private sector operations—one approved in 1996 for electricity generation from 
gas, the other approved in 2005 for hydroelectric generation. Figure 1 illustrates the decline in 
energy sector operations over the past two decades. However, this does not capture the 
substantial investment ADB made in policy dialogue and development partner coordination over 
the past decade. 
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Figure 1: Public and Private Loan and Equity Operations 
by Strategic Period 

dist = distribution, hydro = hydropower, ops = operations, trans = transmission. 
Note: Periods are not of equal length. 
Source: Asian Development Bank management information systems. 

 
B. Positioning of ADB Assistance 
 
5. As the assessment in this section mostly covers 1995–2005, it concentrates on ADB’s 
involvement in the power sector, rather than the discontinued operations in the gas sector. 
Since ADB’s first country strategy in 1985, successive strategies (apart from the most recent 
update) have envisaged a disengagement from the sector in the expectation that (i) bilateral aid 
agencies would take over support, and (ii) the private sector would take over the role of power 
sector development from the Government. While progress has been made with privatization, 
more remains to be achieved. Also, it is likely that the public sector will remain involved in areas 
such as promotion of renewable energy, including the development of dams for hydropower 
generation capacity where risks are high. 
 
6. At the highest level, ADB’s involvement in the power sector was and remains relevant, 
given its importance to economic growth and employment creation, and consequently its indirect 
contribution to poverty reduction. Arguably, ADB’s earlier investment projects were not so 
relevant, given the severe governance, policy, and institutional constraints, as well as ADB’s 
slowness to react to this reality. Nonetheless, these projects produced most of the outputs and 
some of the expected outcomes (Section C), even if the financial performance of the sector was 
poor and the needed reforms were slow to materialize. The financial cost of not improving 
generation, transmission, and distribution capacity would be far greater than the cost of loss-
incurring power utilities. Since the mid-1990s, ADB assistance has focused on sector reform 
(apart from the opportunistic investment in the Ghazi Barotha hydropower project along with 
World Bank and the Japan Bank for International Cooperation), which was highly relevant. 
Recently, ADB has moved to support alternative energy, which the Government prioritizes. ADB 
could have given its program a more direct poverty focus by including a rural electrification 
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component (as it has done in Bangladesh, for example), although World Bank was active in this 
area with limited success. 
 
7. ADB has been responsive to the development needs of the sector, particularly the need 
for reforms (unbundling and privatization). However, a disconnect emerged between ADB 
strategy, which generally played down support to the power sector, and the high priority 
accorded to it by the Government. Nevertheless, ADB continued to engage in the sector. In this 
sense, an informal rather than formal strategy has guided ADB’s program. ADB has shown 
considerable operational flexibility in its program, which has shifted radically over the years. It 
has been prepared to reduce lending and increase TA and policy dialogue to encourage needed 
sector reforms. Earlier investment projects generally suffered from implementation delays and a 
failure to meet financial covenants. ADB responded (albeit after many years of power sector 
investment projects) by stopping sector investments and working on reforms. The recent 
successful privatization of the Karachi Electricity Supply Company (KESC) vindicates this 
approach. 
 
8. ADB has approved only two private sector operations for the sector, although many 
other prospects are likely in the future. The scope and coverage of TA has been appropriate. 
 
9. Overall, ADB’s power sector operations score highly in terms of positioning. The 
rationale for engagement in the sector is strong because of (i) need, (ii) contribution to economic 
growth and development, (iii) client demand, and (iv) this being among the more successful 
areas of ADB’s operations. Within the sector, ADB’s positioning also has been sound, 
particularly in the past decade in terms of the shift from investment projects to a focus on 
addressing policy and governance constraints. TA support was generally sufficient and well 
directed, although the results from support for capacity development were disappointing. 
 
C. Expected Results 
 

1. Outputs 
 
10. Two features can be identified from an assessment of expected and actual outputs for 
power sector operations: (i) investment projects generally produced their outputs, and (ii) 
expected outputs and actual outputs of the policy-based loan were not quantified (a common 
and unfortunate failing of this type of lending). 
 

2. Outcomes 
 
11. The specification of expected outcomes in power sector operations was mixed, with 
some confusion evident regarding outputs, outcomes, and impacts. Quantification generally was 
restricted to the economic and financial internal rates of return for investment projects, and was 
absent for the policy-based loan. Two investment projects largely met or exceeded their target 
rates of return, while two did not. 
 
12. The overall performance of the power sector and its institutions over the past 15 years 
has been at best moderate. Sector unbundling, corporatization, and privatization have 
proceeded slowly. Sector performance also has been moderate. Technical transmission and 
distribution losses have continued; and, in the case of the KESC, these have grown over the 
past decade. While financial results have fluctuated, they generally have been disappointing 
since the mid-1990s. Every covenant on debt servicing and counterpart funding has been 
missed, thus delaying projects. Investments in generation, transmission, and distribution got out 
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of balance, with excess generation capacity created in the late 1990s. However, ADB (and 
World Bank) have been clear on these issues, and the failure to achieve fully the outcomes 
must be seen more as a failure by the Government to implement its own policy than of ADB 
strategy. The commitment to reform and performance improvement by those working in the 
power sector has been neither complete nor consistent. Nonetheless, some positive features 
have been identified: 
 

(i) The power sector has made excellent use of indigenous energy sources. 
(ii) A regulatory agency has been established and is functioning (with ADB 

assistance). 
(iii) The restructuring of the Water and Power Development Authority has progressed 

(World Bank in the lead). 
(iv) The KESC has been privatized (ADB in the lead). 
(v) Indebtedness between the Government and utilities largely has been resolved 

(influenced by ADB policy operations). 
(vi) System losses have declined slightly. 
(vii) Generation, transmission, and distribution capacity have been brought back into 

better balance. 
 

3. Contribution to Impacts 
 
13. ADB’s program has contributed in a material way to the considerable change in sector 
institutions with a different industry structure established over the past 15 years, including an 
industry regulator (supported by ADB TA); unbundled generation, transmission, and distribution 
companies; and significant private sector investment in generation. The successful privatization 
of the KESC was an important milestone, significantly attributable to ADB efforts. However, the 
pace of reform has been disappointing. However, the Government is almost entirely responsible 
for this—greater advocacy by ADB and other partners might not have resulted in faster 
progress.  
 
14. Power is now available to a larger proportion of the population, and supply reliability has 
improved. ADB has contributed significantly to this. However, the failure to address effectively 
corrupt practices, and the consequent poor financial performance of the utilities, affects poor 
consumers the most. The lack of focus on rural electrification also decreased the direct pro-poor 
impact of the assistance.  
 
D. Sector Assistance Performance Assessment 
 
15. The CAPE guidelines3 envisage the sector performance assessment comprising bottom-
up and top-down assessments. The former identifies the chain of results (i.e., inputs leading to 
outputs, outcomes, impacts) that ADB intended to contribute to, as well as the achievements (or 
likely achievements). It is an inductive approach that builds up from the inputs provided by ADB. 
The sector assessments use the standard evaluation criteria of relevance, effectiveness, 
efficiency, and sustainability. In assessing effectiveness, the focus is on outcomes as these, by 
definition, are the development results that are largely attributable to ADB’s inputs. In terms of 
impacts, the discussion is on ADB’s contribution to the country- or sector-level results rather 
than attribution, as many other players are involved in their achievement. 
 

                                                 
3 ADB. 2006. Guidelines for the Preparation of Country Assistance Program Evaluation Reports. Manila. 

Available: http://adb.org/Evaluation/methods.asp. 

http://adb.org/Evaluation/methods.asp
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16. The top-down assessment is a deductive assessment that, rather than building up a 
pattern of achievement from inputs provided, takes a broader view of performance covering the 
positioning of ADB’s assistance (were the right choices made on resource allocation?), the 
overall contribution of ADB’s assistance to national development results, and the quality and 
responsiveness of ADB’s services (were things done right?). 
 
17. Ratings are derived to ensure some consistency across sectors. The rating aims to 
identify areas of strengths and weaknesses, rather than being an absolute measure of 
performance. 
 

1. Bottom-Up Assessment 
 
18. The performance assessment of ADB’s operations (including lending, TA, policy 
dialogue, and analytical work) in support of the power sector is summarized in Table 2. This 
shows that ADB’s power sector operations were rated “successful” in the bottom-up 
assessment. 
 

Table 2: Performance Rating of ADB Operations in the Power Sector 

Rating Criterion Maximum Score Assessment Score 
Relevance 3 Highly Relevant 3 
Effectiveness 6 Effective 4 
Efficiency 3 Efficient 2 
Sustainability 6 Likely 4 
Impact 6 Moderate 3 
Overall Assessment 24 Successful 16 
ADB = Asian Development Bank. 
Source: Operations Evaluation Department assessment. 

 
19. The program is rated highly relevant based on its consistency with ADB country and 
energy strategy. While the client might have wanted more investment, it was highly relevant to 
reduce investment and address policy and governance issues. ADB’s program is rated effective. 
Public sector loans aimed at expanding and maintaining the generation, transmission, and 
distribution capacity generally produced expected outputs, albeit after delays and cancellation of 
some components. However, many loan conditions were not complied with. Moreover, 
important outcomes, such as reducing system losses and improving financial performance, 
were not achieved, although this was a failure on the part of successive governments rather 
than ADB. While the single policy-based loan was successful in some areas (e.g., resolution of 
indebtedness), progress on sector unbundling has been slow. The earlier private sector 
operation contributed to a successful generation project.4 The scene has now been set for 
increased private sector involvement, and perhaps greater synergy between public and private 
sector operations. TA operations have been relevant, and have contributed to policy dialogue 
and the reform process. Success in capacity building has been less obvious. Policy dialogue, 
although largely undocumented, has been a significant factor in promoting reform, greatly 
assisted by the long-term involvement of a single ADB staff member. 
 
20. Although financial performance has lagged, ADB’s program generally is rated efficient. 
As is true across the board, sector expertise in the Pakistan Resident Mission would have 

                                                 
4 The evaluation assessment team has some concern regarding the fact that the company supported is owned by 

the military, albeit a foundation that apparently supports the welfare of current and former military personnel. Given 
the mandate of ADB, some thought should be given to the desirability of partnering with such entities. 
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improved efficiency (and probably effectiveness). Sustainability has a number of dimensions. 
From a technical perspective, the power sector entities appear competent to maintain and 
operate the assets procured with ADB funding, and the assets are operating well. From a 
human resources perspective, the sector is able to meet most of its needs (continued support 
might be needed in accessing best-practice knowledge in areas such as regulation and 
independent power producer contracting). Finance is the main area where sustainability is 
questionable. The sector entities have lost money continuously over the past decade. A major 
factor is system losses. However, on balance the program is assessed sustainable. 
 

2. Top-Down Assessment 
 
21. The top-down assessment (Table 3) considers performance in terms of positioning of 
ADB’s assistance, the contribution of the assistance to sector performance, and the quality and 
responsiveness of ADB’s services. 
 

Table 3: Top-Down Performance Assessment of ADB’s Program 

Rating Criterion Maximum Score Assessment Score 
Country Positioning 8 High 8 
Contribution to 

Development Results 
8 Substantial 6 

ADB Performance 8 Substantial 6 
Overall Assessment 24 Successful 20 
ADB = Asian Development Bank. 
Source: Operations Evaluation Department assessment. 

 
22. ADB positioned its assistance to the sector very well. Arguably, ADB was slow to move 
away from making investments in an unfavorable policy and governance context. However, 
ADB did make that shift, and was prepared to withhold loans and to wait for the progress on 
much-needed reforms. ADB showed good flexibility in using the instruments available to it. 
ADB’s program has contributed substantially to technical results and institutional reform. ADB 
provided an influential mix of analytical work and policy dialogue, and engaged in coordinated 
action with the World Bank to support the reform process. This contribution has focused more 
on support for economic growth than poverty reduction. For much of the recent past, the same 
ADB officer has been involved in the power sector program. This continuity has been important 
in ensuring a sustained and consistent approach. However, as with other sectors, locating 
sector expertise in the Pakistan Resident Mission would have added significant value. Without 
this perceived deficiency, a maximum rating would have been given for ADB performance. 
 

3. Overall Sector Performance Assessment 
 
23. Based on the bottom-up and top-down assessments, ADB’s program in the energy 
sector is rated “successful”. 
 
E. Issues Facing the Sector 
 
24. The supporting report (footnote 2) comprehensively addressed the issues facing the 
power sector.  
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F. Recommendations 
 
25. The principal recommendations made in the power sector report (footnote 2) are: 
 

(i) ADB should agree with the Government of Pakistan on a succinct but meaningful 
medium-term strategy for the power sector. 

(ii) The strategy should be accompanied by an annual lending framework, which the 
Government and ADB also would agree upon. 

(iii) ADB should seek private sector investment opportunities and aim to leverage 
private sector funding. 

(iv) ADB should strengthen its capacity for policy dialogue and analytical work in its 
Pakistan Resident Mission. 

(v) In formulating future lending plans, ADB should aim to identify some more 
directly pro-poor investments. 

(vi) ADB should aim to widen options for TA to enable Pakistan to access leading 
edge expertise in areas such as regulation through, for example, twinning 
arrangements with regulatory authorities in other countries. 

 
26. The proposed medium-term ADB-Pakistan power sector strategy (sector road map) 
would build on ADB’s long-standing involvement in policy dialogue. However, it would place this 
on more solid footing and ensure that it becomes more visible as a contribution to the reform 
process. It should be published through ADB’s country strategy or, if that is not a suitable 
vehicle, through another mechanism to encourage public debate on the issues. The strategy 
should 
 

(i) Acknowledge that investment needs in the sector could total $2 billion per year, 
and could rise further over time. In addition, it should explain that an overarching 
objective of the strategy is to enable Pakistan, with ADB assistance, to meet that 
investment need. 

(ii) Indicate a willingness to consider even very large projects, such as the 
multibillion-dollar hydropower projects Pakistan is planning, provided that 
projects are properly appraised and adequate safeguards are in place. The 
Government has approached the World Bank seeking support for a $10 billion 
program of funding for hydroelectric projects spread over the next 15 to 18 years.  

(iii) Stress that assistance is conditional on continuing reform, and on adopting 
commercial principles for the sector as a whole and for individual companies. 

(iv) Articulate a structural vision for the future of the power sector, whereby suppliers 
would contest all consumer groups in a competitive market. Generation and 
distribution generally would be privatized. However, it would acknowledge that 
achievement of this vision might exceed the 5- to 10-year time frame of the 
strategy. Privatization of some aspects of distribution might not be feasible or 
desirable for much longer. 

(v) Emphasize that ADB is prepared to be flexible in the areas that it supports, if they 
match with the strategy. If, for example, a distribution company is mismanaged—
and hence not commercial—ADB should state that the company will not qualify 
for its support. 

(vi) Include an outline of planned investments and expected progress on sector 
reform over the 5- to 10-year period. Given this planning horizon, use of the 
multitranche financing facility might be appropriate. 

(vii) Cover other aspects of ADB’s energy policy, such as promoting energy efficient 
practices, clean air mechanisms, and high environmental standards. 
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FINANCE SECTOR, CAPITAL MARKETS, AND  
PRIVATE SECTOR DEVELOPMENT ASSESSMENT 

 
1. This appendix covers public sector operations that fall under the finance sector 
classification, as well as Asian Development Bank’s (ADB) private sector operations. Public and 
private sector operations are expected to contribute to private sector development, economic 
growth, and poverty reduction. The subsector classifications used by ADB for its finance sector 
operations are banking systems; capital markets and funds; housing finance; microfinance; 
pensions, insurance, social security, and contractual savings; and finance sector development. 
ADB has been involved in about half of these areas in its Pakistan operations. 
 
2. ADB recently approved a second medium-term strategy,1 which aims to achieve greater 
selectivity in ADB’s operations. This identifies three groups of priority sectors and subsectors for 
ADB engagement. As a member of group I, the finance sector is a core operational sector 
where ADB is expected to build a critical mass of expertise to become a leading provider of 
financing and knowledge. Conversely, development finance institutions are in group III, a 
category for which operations are expected to be gradually wound up.  
 
3. This section draws on the findings of a supporting study2 conducted for this country 
assistance program evaluation (CAPE). 
 
A. Key Elements of ADB’s Sector Strategy and Program 

4. ADB’s main strategic thrusts and approvals for the financial sector have shifted 
significantly during 1985–2006 (Table 1).  
 

Table 1: Finance and Private Sector Strategic Thrusts and Program, 1985–2006 
 

Strategic 
Period 

 
Main Strategic Thrusts 

 
Operations Approved 

1985–1989 ADB’s primary objective in its support to 
Pakistan was balanced growth through 
policies to bring about structural change. 
The strategy did not address directly finance
sector development. Rather, it was expected 
to support private sector entities, as well as 
those public sector entities that could be 
privatized. Realizing difficulties associated 
with conventional lending, the strategy 
proposed to diversify financial support that 
ADB offered to the private sector, such as 
equity investment, leasing, direct lending, 
etc. 
 

Four public sector loans were approved for 
government-owned development financing 
institutions totaling $550 million (two ADF 
loans for $75 million and three OCR loans for 
$475 million). Five advisory TAs were 
approved totaling $1.4 million—one to support 
the housing finance subsector ($0.3 million), 
three studies on capacity building in capital 
markets and microfinance ($0.8 million), and 
one to support capacity building in banking 
systems ($0.3 million). One line of equity 
amounting to $5 million also was approved 
during the period to support finance sector 
development. 

1990–1994 The strategy was explicit in its objective of 
promoting growth through increased private 
sector participation. The strategy was to 
develop an expanding portfolio of private 
sector investments to play a catalytic role in 
increasing the private sector’s role in the 

No public sector loans or advisory TAs were 
approved in this period, but four private sector 
assistance grants were approved totaling $8.1 
million.  
 
 

                                                 
1 ADB. 2006. Medium-Term Strategy II: 2006–2008. Manila. 
2 Malik, J., and L. Powell. 2006. Pakistan Private Sector Assistance Evaluation 1985–2004. Manila. Available: 

http://www.adb.org/Documents/OED/Working-Papers/pak-privatesector-wp.pdf  

http://www.adb.org/Documents/OED/Working-Papers/pak-privatesector-wp.pdf
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Strategic 
Period 

 
Main Strategic Thrusts 

 
Operations Approved 

economy. In addition, ADB was expected to 
support reforms for domestic resource 
mobilization through the finance sector (with 
emphasis on reducing segmentation in 
financial markets and developing capital 
markets). 
 

1995–2000 Given low growth, high macroeconomic 
imbalances, growing public sector 
indebtedness, high inflation rates, and 
underlying structural weaknesses, the 
strategy was to help the country increase 
capital accumulation. Details on how ADB 
planned to provide this assistance were not 
included. The strategy suggested that, given 
the high magnitude of ADB’s ongoing 
projects in the sector, no new investment 
was being considered. 
 

Five public sector loans were approved for 
financial sector intermediation and capital 
markets development for a total of $505 million 
(three ADF loans for $155 million and two 
OCR loans for $350 million). Seven advisory 
TAs for $3.2 million supported capital market 
development, interest rate management, 
mutual funds, insurance industry, and pension 
funds. No private sector grants were approved 
for the period. 
 

2001–2006 ADB planned to support private sector 
development by supporting initiatives for 
development of small and medium-sized 
enterprises, rural finance, and agribusiness; 
and assisting in capital market development 
and restructuring and privatizing selected 
state-owned financial institutions.  
 

Seven public sector loans were approved 
totaling $836 million (three ADF loans for $26 
million and four OCR loans for $810 million) to 
support finance sector development and 
capacity building in the pensions, insurance, 
and social security subsector. Five advisory 
TAs were approved for $3.5 million to support 
finance sector development. One private 
sector assistance operation was approved, but 
was not utilized. 

ADB = Asian Development Bank, ADF = Asian Development Fund, OCR = ordinary capital resources, TA = technical 
assistance. 
Source: Asian Development Bank management information systems. 
 
5. During 1985–2006, ADB’s country program assistance for the finance sector comprised 
17 public sector loans totaling $1.9 billion, five project preparatory technical assistance (TA) 
totaling $1.9 million, and 16 advisory TAs for $8.1 million. 
 
6. ADB’s private sector lending portfolio comprised 22 ordinary capital resources loans 
totaling $279.1 million. Private sector lending operations were distributed among the following 
sectors: industry and trade ($190.8 million), energy and/or power ($69.3 million), and ports and 
shipping ($19.0 million). In addition to the loans provided to the private sector, ADB made 13 
equity investments totaling $18.9 million, one line of equity for $5.0 million, and one underwriting 
amounting to $4.3 million. 
 
B. Positioning of ADB Assistance 

7. ADB has pursued two main strategies for assisting the private sector through its 
operations in Pakistan. The first strategy, which was followed until the mid-1990s, involved a 
two-pronged approach of channeling public funds through government-owned development 
finance institutions and directly providing capital to private sector entities through its private 
sector operations window. The second strategy was adopted in response to the low growth, 
high macroeconomic imbalances, growing public sector indebtedness, high inflation rates, and 



3 

underlying structural weaknesses affecting the economy. ADB’s first operation under the new 
focus was structured as a credit line with a substantial program of policy actions. It shared the 
purpose, scope, and policy requirements of the World Bank’s Financial Sector Deepening and 
Intermediation Project. In addition, it had 14 unique conditions to support capital market 
development. A subsequent policy-based loan formed part of broader effort supported by the 
International Monetary Fund and World Bank. However, the high degree of political instability 
with frequent changes in government, and the crisis precipitated by Pakistan testing an atomic 
bomb, did not provide a favorable context for reform. 
 
8. Although common at the time, the strategy of directing significant resources to 
development finance institutions was flawed. Lending to such entities has produced some of the 
worst results of any areas supported by ADB. However, ADB continues its involvement with the 
legacy institutions of these failed organizations, particularly the Small and Medium Enterprise 
Bank and the Zarai Taraqqiati Bank Limited (paras. 20–23). 
 
9. Conversely, ADB’s early strategy of providing capital directly to private sector entities 
through its private sector window made sense at the time, given the difficulties the private sector 
faced in accessing financial resources in a highly regulated and state-controlled economy. 
Overall, these private sector interventions appear to be well intentioned, commercial, and 
effective. However, their main drawback was that they were not material in the context of the 
size of the economy and did not contribute to sustainable reforms. 
 
10. Since the 1990s, ADB’s public sector operations have tackled important areas, with 
some success in capital markets. However, ADB probably has tried to cover too many 
subsectors with too few human resources and supporting TA. Consequently, it has spread itself 
too thinly. In addition, supporting the restructuring of failed or failing publicly owned financial 
institutions was not a sound strategy. ADB’s interventions to support microfinance, rural finance, 
and small and medium-sized enterprises frequently referred to “market failures” without 
supporting analysis on potential commercial viability and structural constraints that impede 
access to finance. While a case can be made to promote these sectors, ADB needs to 
recognize it is operating in high-risk banking territory. Nevertheless, as outlined in the next 
section, ADB’s involvement has brought about some progress. 
 
11. One aspect with respect to positioning is the apparent lack of influence of strategy in 
determining the program. Table 1 illustrates some discrepancies between intent and action. 
Overall, the program appeared to drive the strategy, rather than the reverse. The program had a 
fair degree of opportunism or—perhaps putting this in a more positive light—a high degree of 
responsiveness. Either way, the result was a wide spread of activity.  
 
12. Except for two private sector investments in the power sector (a decade apart) and a 
partial credit guarantee associated with the small and medium-sized enterprise program (which 
was never used), ADB’s public and private sector operations showed little synergy. In principle 
at least, the CAPE sees unmet potential for greatly expanded private sector operations—given 
the focus of ADB’s and Government’s strategies on private sector-led growth—and greater 
synergy since the private sector has a major role in some sectors where ADB has public sector 
operations. Clearly, this applies to the power sector where ADB has maintained a public sector 
program over many years. However, ADB has funded only two private sector projects in this 
sector, and these do not appear to be linked to the strategy guiding public sector operations. 
Although ADB has had a large agriculture and natural resources public sector program, this 
sector had no private sector operations during the period covered by this evaluation—despite 
agriculture being a private sector activity. Similarly, ADB has allocated substantial public sector 
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resources to the education and health sectors. Private funding and private provision of services 
are very significant in these sectors, and their share is growing even among the lowest-income 
quintiles. ADB could have considered private sector operations in the health and education 
sectors to improve the quality of private provision, thereby allowing scarce public sector funds to 
be directed to the needs of the lower-income groups. 
 
13. In general, TA has played an important role in developing a broader and deeper 
understanding of the financial sector (and subsectors). However, particularly given problems 
with some of ADB’s public sector facilities, the allocation of only 13% of TA resources to project 
preparatory TA (four TAs) appears to be too limited. More TA before the approval of some of 
ADB’s loans to support microfinance and small and medium-sized enterprise credit might have 
provided for a better understanding of the risks involved, and alternative approaches available. 
 
14. ADB’s policy dialogue has contributed significantly to policy changes in the areas of 
capital markets and microfinance development. Government officials indicated that this could 
have been even greater with more stability in key positions in the Pakistan Resident Mission. 
 
15. Overall, ADB’s positioning is assessed “modest” based on a four-category scale of 
negligible, modest, substantial, and high.3  
 
C. Expected Results 

1. Outputs, Outcomes, and Impacts 
 
16. An analysis of the expected outputs and outcomes from ADB’s program of assistance 
shows little quantification of expected results from finance sector operations. This deficiency 
makes evaluation of performance more difficult. 
 
17. Some key accomplishments associated with ADB’s public sector assistance for private 
sector development include (i) bringing about policy reform, (ii) developing the country’s capital 
markets, (iii) kick-starting the country’s microfinance sector, (iv) supporting private sector 
entities through ADB’s private sector operations in the earlier period, (v) delivering TA for 
conducting analysis across a broad range of finance subsectors, (vi) assisting the Government’s 
efforts to restructure financial institutions, and (vii) establishing the Securities and Exchange 
Commission. However, some finance sector development projects have raised questions and 
concerns regarding whether they will deliver anticipated results (e.g., large amounts spent on 
restructuring failed or failing public sector organizations), or whether they are seen to provide an 
unfair subsidy (e.g., continued ADB funding of a Government-sponsored microfinance bank, 
Khushali Bank).  
 
18. Private sector operations undertaken in the 1980s until the mid-1990s were effective. 
However, they were unable to bring about any meaningful reform, primarily due to their smaller 
size and narrow focus. On the other hand, finance sector development projects carried out in 
the mid-1990s were much larger in scale and scope. However, these projects appear to be less 
effective due to (i) insufficient understanding of the sector or subsector, perhaps reflected by low 
levels of TA resource allocation before loan approval; (ii) overreliance on the ability to transform 
almost bankrupt public sector agencies into viable commercial entities; and (iii) simultaneous 

                                                 
3 See the CAPE guidelines for a description of how the assessment for positioning (and subsequent ratings) is 

determined. ADB. 2006. Guidelines for the Preparation of Country Assistance Program Evaluation Reports. Manila. 
Available: http://adb.org/Evaluation/methods.asp  

http://adb.org/Evaluation/methods.asp
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support for multiple subsectors (e.g., rural finance, microfinance, small and medium-sized 
enterprises, capital markets, etc.). From an operational standpoint, project planning and 
approval went smoothly, although some projects encountered problems during implementation. 
These problems were caused by (i) limited capacity within the resident mission to effectively 
implement projects and/or maintain relationships with key stakeholders; (ii) high staff turnover 
(at Pakistan Resident Mission and headquarters), which created confusion regarding 
accountability; and (iii) the Government’s slowness in implementing reforms and/or regulatory 
frameworks.  
 
19. Of the projects approved since the mid-1990s, two have been post-evaluated. The 
Financial Sector Intermediation Loan (approved 1995) was rated unsuccessful. It was 
considered poorly designed—only 25% of the loan was utilized and the rest was canceled. 
However, its capital market reform conditions largely were met, and the attached TA to build the 
capacity of the Securities and Exchange Commission of Pakistan (SEC) was rated successful. 
The Capital Market Development Program (approved 1997) was rated successful. The program 
played an important role in the development of capital markets in Pakistan—supporting the SEC 
and leading to the development of a regulatory framework, as well as establishing a 
clearinghouse and central depository. However, shortcomings in underlying securities legislation 
promoted under the loan resulted in a lack of adequate legal powers for the SEC, reducing its 
overall effectiveness. 
 
20. According to the study undertaken in support of this evaluation (footnote 2), the 
Microfinance Sector Development Program’s (approved 2000) combination of policy reform 
measures and support for the establishment of a microfinance bank (Khushali Bank) played an 
instrumental role in kick-starting the microfinance sector in Pakistan. Using a pipeline approach 
to construct a counterfactual, Montgomery4 surveyed 2,881 randomly selected rural households 
divided approximately equally among Khushali Bank clients and future clients. She concludes: 
“The empirical evidence here demonstrates that participation in the Khushali Bank’s microcredit 
program has positive impacts on both economic and social indicators of welfare, as well as 
income-generating activities, especially for the very poorest participants in the program. 
Particularly encouraging is the fact that the bank has generated these impacts while remaining 
focused on the goal of financial sustainability.” However, as noted by the report and 
recommendation of the President for the recently approved Improving Access to Financial 
Services Program, “the bank uses only $30 million of its credit line for its loan portfolio and $40 
million is invested in its treasury operations. Khushali Bank has not yet achieved financial 
sustainability (after exclusion of direct and indirect subsidies), continues to rely on donor credit 
line, and has a low retention rate of clients (about 27% compared with about 70% for many 
nongovernment organizations).” Based on this evidence, the program is rated potentially partly 
successful. Of concern to the private sector is that ADB or Government support creates unequal 
opportunities, given the increasing number of microfinance providers. Pakistan has an 
estimated 40 microfinance providers, including six licensed microfinance banks. 
 
21. The Rural Financial Sector Development Program (approved 2002) aimed to address 
key constraints in the availability of rural finance. The program focuses on fundamentally 
altering the governance and operations of Zarai Taraqqiati Bank Limited (formerly Agriculture 
Bank), the main rural finance institution. According to the supporting study (footnote 2), “the 
program has not, so far, achieved its objectives and it has had a minimal impact on facilitating 
the flow of financial resources to rural populations. A decision to try and turn Zarai Taraqqiati 

                                                 
4 Montgomery, H. 2005. Serving the Poorest of the Poor: The Poverty Impact of the Khushali Bank’s Microfinance 

Lending in Pakistan. Tokyo: Asian Development Bank Institute. 
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Bank Limited around does not appear to be commercially viable. Instead, liquidation and 
vigorous pursuit of defaulters would have been a more pragmatic course to follow.” The 
situation of Zarai Taraqqiati Bank Limited is dire, as shown in recent testimony to the Public 
Accounts Committee of Parliament (Box 1). Based on the available evidence, the program is 
rated potentially unsuccessful. 
 

 
 

Box 1: ZTBL Chief Briefs Parliamentary Accounts Committee 
Rs4.4 Billion Loans to 101 Industrialists Written Off 

 
President of Zari Taraqqiati Bank (ZTBL) R. A. Chughtai on Wednesday admitted that 
corruption, nepotism and an ageing batch of officers had plagued the bank, which wrote off 
over PRs4 billion loans to 101 industrialists only under circular No. 29 of the State Bank of 
Pakistan. 
 
The bank’s financial health is quite serious and has suffered PRs5.164 billion losses from 
June 2004 to June 2006. 
 
“Nobody can deny corruption in ZTBL. It’s an open secret. It’s a reality that the bank is in 
financial crisis… Our loans recovery rate in Sindh and Balochistan is almost zero,” Mr. 
Chughtai observed while briefing the Public Accounts Committee here at the Parliament 
House. 
 
The committee directed the ZTBL president to provide the list of 101 industrialists who had 
deprived the bank of such a huge amount under fake agro-based projects. A good number of 
these defaulters belong to the top 50 richest families of Pakistan. 
 
 
Source: Dawn Lahore, Thursday, November 23, 2006. 

22. The Financial (Non-Bank) Markets and Governance Program (approved 2002) was 
designed to support the Government’s financial sector reform agenda, as well as the 
development of capital markets and other nonbank financial services. Despite substantial 
delays, the Government has made some progress in undertaking regulatory and institutional 
enhancements. The contributory study (footnote 2) rated the program potentially successful, if 
implemented as initially envisaged. 
 
23. The Small and Medium Enterprise Development Program (approved 2003) was intended 
to enhance the competitiveness of small and medium-sized enterprises; and to assist with the 
restructuring and privatization of the Small and Medium Enterprise Bank, which is expected to 
be a leader and innovator in the field. However, for much of the program period, it has been 
preoccupied with restructuring its balance sheet as a precursor to privatization. This program is 
similar in some ways to the support given to Zarai Taraqqiati Bank Limited, as both programs 
rely heavily on transforming underperforming state-owned banks. However, the Small and 
Medium Enterprise Bank has shown more success, and reports indicate that the Transaction 
Committee for privatization of the bank met recently to start the privatization process.5 
According to the report, the Cabinet Committee on Privatization approved the inclusion of the 
transaction in the privatization program in June 2006, and the Council of Common Interests 
approved it for privatization on 2 August 2006. Based on this evidence, the contributory study 

                                                 
5 The Nation, Friday, November 24, 2006. 
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(footnote 2) rated the program potentially partly successful. However, successful privatization 
could result in a higher rating, although other parts of the program would have to be 
reassessed. 
 
24. Determining the performance of the early operations undertaken by ADB’s private sector 
operations is challenging, because the reasons and assumptions for developing these 
transactions, for the most part, have become irrelevant. When they were approved, the 
economy was highly regulated and controlled by the state. Overall, their performance was 
satisfactory, because they were commercial, smaller, narrowly focused, and had an exit strategy 
built in. The investment made in an independent power producer in the mid-1990s was a 
successful, if ad hoc, investment. 
 
D. Sector Assistance Rating 

1. Bottom-Up Assessment 

25. The performance assessment of ADB’s operations (including lending, TA, policy 
dialogue, and analytical work) to support finance, capital markets, and private sector 
development is summarized in Table 2. The bottom-up assessment considers performance in 
terms of the direct results (outputs, outcomes, and impacts) from ADB’s operations. The 
standard evaluation criteria of relevance, effectiveness, efficiency, sustainability, and impact are 
used. The overall assessment is “partly successful”, on the border of “successful”. 
 

Table 2: Performance Rating of ADB Operations in the Finance Sector 

Rating Criterion Maximum Score Assessment Score 
Relevance 3 Relevant 2 
Effectiveness 6 Less Effective 2 
Efficiency 3 Less Efficient 1 
Sustainability 6 Likely 4 
Impact 6 Substantial 6 
Overall Assessment 24 Partly Successful 15 
ADB = Asian Development Bank. 
Source: Operations Evaluation Department assessment. 

 
26. Rating the aggregate performance of ADB’s operations to support private sector 
development is a challenge, given the range of performance described in para. 25. Overall, the 
assistance is considered “relevant”. It would have been highly relevant if it had been more 
focused and had avoided support to the problematic Zarai Taraqqiati Bank Limited. The mix of 
successful and unsuccessful elements of the program has resulted in a rating of less effective. 
The financial sector operations were not subject to economic analysis, or any other form of 
efficiency of investment analysis. Clearly, the Financial Sector Intermediation Project and the 
support to Zarai Taraqqiati Bank Limited were an inefficient use of resources. For the successful 
elements of the program, the scale of resources provided was necessary to achieve the results. 
For these reasons, efficiency is assessed “less efficient”. The Government shows little sign of 
reversing policy in the areas where reforms have been successful, and the privatization of Small 
and Medium Enterprise Bank appears to be going ahead. A rating of “likely sustainable” is 
given. Although the program has not been as effective as it might have been, and some 
questions about its efficiency, the impact of ADB’s presence in the sector is considered 
“substantial”. 
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2. Top-Down Assessment 

27. The top-down assessment (Table 3) considers performance in terms of positioning of 
ADB’s assistance, the contribution of the assistance to sector performance, and the quality and 
responsiveness of ADB’s services. 
 

Table 3: Top-Down Performance Assessment of ADB’s Program 

Rating Criterion Maximum Score Assessment Score 
Country Positioning 8 Modest 4 
Contribution to 

Development Results 
8 Substantial 6 

ADB Performance 8 Substantial 6 
Overall Assessment 24 Successful 16 
ADB = Asian Development Bank. 
Source: Operations Evaluation Department assessment. 

 
28. Country positioning is rated “modest” for the reasons outlined in paras. 7–15. ADB is 
considered to have made a substantial contribution to development results, despite some 
lapses in positioning of its assistance. Its performance also is rated substantial, although a lack 
of consistency of representation in the Pakistan Resident Mission is a negative. 
 

3. Overall Sector Performance Assessment 

29. Based on the bottom-up and top-down assessments, ADB’s program in support of 
private sector development is rated “successful”. 
 
E. Issues Facing the Sector 

30. The supporting report (footnote 2) comprehensively addresses the issues facing the 
finance sector.  
 
F. Recommendations 

31. The principal recommendations made in the report on ADB’s operations in support of 
private sector development (footnote 2) are: 
 

(i) The Ministry of Finance should commission an assessment that provides a gap 
analysis (i.e., what support the financial sector needs to evolve into a mature or 
developed state), a series of recommendations based on international financial 
market standards, and a costed and time-bound action plan to get there. 
International and local financial market operators should be utilized for this 
assignment.  

(ii) ADB should conduct a review of its finance sector development projects and 
develop an action plan for unfinished business, such as enhancing the SEC’s 
capacity as a regulator and developing the bond market.  

(iii) ADB should try to reduce the high turnover of its finance personnel at the Paksitan 
Resident Mission. A specialty unit should be established to support ongoing 
projects and programs, as well as other Government and private sector 
stakeholders. 

(iv) ADB should be more stringent in designing projects (especially policy-based loans) 
to assess more pragmatically the likelihood of achieving their stated objectives. 
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(v) ADB should consider allocating more TA resources for finance sector development 
operations. 

(vi) ADB should maintain strategic focus to avoiding spread its resources too thinly by 
simultaneously supporting too many subsectors.    

(vii) In the next country partnership strategy, ADB should consider increasing the 
number of private sector operations. A more selective approach should be adopted 
for finance sector development projects since private entities already dominate in 
the sector. The need for large-scale public finance sector development projects will 
diminish as the financial systems in the country mature. However, continued policy 
dialogue is needed in some areas. 

(viii) Innovative financing modalities, such as those offered under ADB’s Innovation and 
Efficiency Initiative, should be considered when developing private sector 
assistance interventions. 

(ix) ADB needs to reassess its strategy of supporting the restructuring of state-owned 
financial institutions (e.g., Zarai Taraqqiati Bank Limited, Small and Medium 
Enterprise Bank, and Khushali Bank). If the Government wants to continue with 
these initiatives, then accountabilities should be documented so that ADB and the 
Government of Pakistan understand the allocation of risks.  
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GOVERNANCE SECTOR SUMMARY 
 
1. Improving governance and reducing corruption is one of five strategic priorities under 
Asian Development Bank’s (ADB) second medium-term strategy 2006–2008.1 ADB’s 
interventions are expected to include (i) support for public financial management, (ii) reforms 
and capacity building in sectors and subsectors where ADB is active, (iii) harmonized action 
with other multilateral development banks to fight corruption, and (iv) implementation of ADB’s 
governance action plan. Under the second medium-term strategy, sectors and subsectors have 
been grouped according to priority. Law and judiciary, public finance, and economic 
management are in group II, which comprises sectors outside the core operational sectors 
(group I), but are seen as relevant for delivering on one or more of the five strategic priorities. 
For these sectors, ADB “will maintain adequate capacity to provide the range of options needed 
to enable country focus in ADB’s operations” (footnote 1). Group III subsectors, where ADB is 
expected to gradually wind up its operations, include general government administration. 
Whether support for decentralization, which is important to Pakistan and others, would be in 
group III is unclear. 
 
2. Unlike the other major sectors, the assessment of governance operations is not 
supported by a stand-alone study. Governance is important to achieving development results in 
Pakistan. (Figures A2.3–A2.8 in Appendix 2 include a range of governance indicators for 
Pakistan and comparator countries showing the nature and size of the challenge, while Table 
A3 in Appendix 3 contains an assessment of corruption in Pakistan.) 
 
A. Key Elements of ADB’s Sector Strategy and Program 
 
3. With the approval of a governance policy2 in August 1995, ADB’s Board recognized for 
the first time that the quality of governance has a significant influence on the development 
impact of a government’s economic policies. Table 1 summarizes the main strategic thrusts and 
approvals over 1995–2006, beginning with the approval of technical assistance (TA) in 1997 
and 1998 to explore opportunities to support justice sector reform. The 1999 military coup led by 
General Pervez Musharraf opened a window of opportunity to implement ADB’s governance 
policy, as the new Government committed itself to (i) a set of progressive policy, legal, 
institutional, and fiscal reforms; (ii) a new focus on accountability and representation; (iii) 
breaking the patterns of patronage and exclusion; (iv) citizen involvement and public-private 
partnerships; and (v) improved access and quality of public services.  
 
4. This changed context, along with ADB’s ongoing support to justice sector reform and 
fiscal decentralization, led ADB to adopt a two-pronged approach in its 2002–2004 country 
strategy and program comprising (i) institutional transformation of society through devolution 
and access to justice, including disaggregating social functions and addressing rights and 
entitlements, and regulation of primary assets through the supply and demand sides of service 
delivery; and (ii) transformation of markets through an economic globalization strategy, including 
state deregulation of market functions, which were expected to contribute to political 
empowerment, socially inclusive development, and economic opportunity, together with poverty 
reduction.  
 
 
 

                                                 
1 ADB. 2006. Medium-Term Strategy II: 2006–2008. Manila. 
2 ADB. 1995. Governance: Sound Development Management. Manila. 
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Table 1: Governance Sector Strategic Thrusts and Program, 1995–2006 

 

Strategic 
Period 

 
Main Strategic Thrusts 

 
Operations Approved 

1995–2000 Pakistan’s economy was suffering low growth, high 
macroeconomic imbalances, growing public sector 
indebtedness, high inflation rates, and underlying 
structural weaknesses that aggravated 
socioeconomic stability. This strategy did not discuss 
governance-related issues and challenges in the 
country. However, it recognized that poor 
governance contributed to low investment, 
discouraging economic performance, and inadequate 
social services. ADB assistance was to emphasize 
institutional reforms, civil service reform, aid and debt 
management, legal and judiciary reform, 
decentralization, anticorruption, and strengthening of 
institutions in sectors where ADB was engaged. 
 

Public sector loan approvals totaled $350 million 
($243.2 million from OCR and $106.8 million from 
ADF) to support AJP. ADTA approvals for the 
period totaled $6.97 million, including two ADTAs 
totaling $1.145 million approved to support justice 
sector reforms; three ADTAs totaling $3.95 million 
approved to support AJP; and two ADTAs totaling 
$1.875 million approved to support DSP. 

2001–2006 The strategy took a two-pronged approach to 
address governance issues through (i) institutional 
transformation of society through devolution and 
access to justice, including disaggregating social 
functions; and (ii) transformation of markets through 
an economic globalization strategy, including state 
deregulation of market functions, contributing to 
political empowerment, socially inclusive 
development, and economic opportunity, together 
leading to a reduction in poverty. Direct assistance 
for the Government’s reform agenda would constitute 
a significant proportion of ADB’s assistance to 
Pakistan, supporting federal- and province-level 
interventions in justice, devolution, resource 
management, and devolved service delivery.  
The 2004–2006 strategy update reaffirmed support 
for the ongoing governance reforms by providing 
assistance for second-generation reforms at the 
provincial and sector levels, and reinforcing the 
importance of gender reforms as a major part of 
ADB’s governance program. 

Public sector loan approvals to governance 
programs totaled $1,417 million ($1,030 million 
from OCR and $377 million from ADF). These 
included loan approvals of $300 million ($215 
million from OCR and $85 million from ADF) to 
support decentralization; $637 million ($510 
million from OCR and $27 million from ADF) to 
support two province-level resource management 
programs; and $570 million ($315 million from 
OCR and $255 million from ADF) to support three 
province-level devolved social service programs. 
TA approvals totaled $31.03 million, including 3 
ADTA totaling $2.23 million to support justice 
sector; 5 ADTA totaling $4.25 million to support 
decentralization; 1 ADTA of $0.12 million to 
support anticorruption; 3 ADTA totaling $1.08 
million to support resource management; 2 ADTA 
totaling $20.28 million to support devolved social 
services; and 8 PPTA totaling $3.08 million to 
design devolved social services and resource 
management programs.  
 

ADF = Asian Development Fund, ADTA = advisory technical assistance, AJP = Access to Justice Program, OCR = 
ordinary capital resources, PDSSP = Punjab Devolved Social Services Program, PPTA = preparatory technical 
assistance. 
Source: Asian Development Bank management information systems. 
 
5. Since 2001, governance has been a core and crosscutting theme, providing budget 
support through policy-based programs around three pillars—devolution, justice sector reform, 
and gender reform. The governance program was conceptualized as an interrelated series of 
policy-based loan programs to support the Government’s budget commitment to the poverty 
reduction strategy paper. It had two nationwide programs—access to justice program and 
decentralization support program. These were complemented by province-level resource 
management programs (Punjab [2003] and Balochistan [2004]), and devolved social services 
programs3 (Sindh [2003], Punjab [2004], and Balochistan [2005]).4 Since 1997, when ADB 

                                                 
3 The devolved social services programs are considered both under this governance assessment and the relevant 

social sector assessments because they form, or should form, an important part of a coherent and integrated 
approach to governance improvement in Pakistan. 



3 

approved the first TA, public sector lending to the governance sector has totaled $1,767 million, 
with an additional $38 million in TA. More than 80% of lending and TA has been approved since 
2002. The two federal-level programs supporting the justice sector and devolution reforms 
accounted for 40% of lending, with province-level resource management and devolved social 
services programs accounting for the balance. 
 
6. ADB has used a combination of policy-based program loans, TA loans, and TA. Two- or 
three-tranche program loans were designed to change the policy, legislative, and regulatory 
environment, followed by the organizational and human resource development aspects of 
institutional reforms. While the program loan funds were provided primarily to offset adjustment 
costs—and, in the case of the access to justice program, to provide resources for long-
neglected judicial and police infrastructure—TA loans were designed to enable the Government 
to contract outside expertise to draft laws, regulations, and rules of business to support 
institutional reforms. The TA loans also aimed to build capacity to implement the newly 
developed systems and procedures. These modalities were supported by TA, some of which 
were cofinanced by bilateral aid agencies.5

 
B. Positioning of ADB Assistance 
 
7. The assessment in this section covers 1999–2005, when the ambitious reform agenda 
announced in October 1999 by then-Chief Executive Musharraf opened a window of opportunity 
to support significant governance reform. ADB, which had produced its governance policy in 
1995, arguably was slow to incorporate governance into its Pakistan program. However, the 
context was not favorable for this to happen for most of the 1990s. From its inception, ADB’s 
governance sector strategy and program in Pakistan were highly relevant in terms of need (see 
governance indicators in Appendix 2), the incoming Government’s stated policy priorities, and 
the growing global awareness of the central role of governance in providing the basis for turning 
economic growth into positive development outcomes. They remain highly relevant in terms of 
need. The relevance with respect to the Government’s current priorities is less clear. The 
governance sector operations also provided a window of opportunity to implement ADB’s 
governance policy in a coherent and strategic manner. The large program loans were highly 
                                                 
4 ADB. 2001. Report and Recommendation of the President to the Board of Directors on Proposed Loans and 

Technical Assistant Grant to the Islamic Republic of Pakistan for the Access to Justice Program. Manila (Loans 
1897/1898-PAK, for $330 million; and Loan 1899-PAK, for $20 million, approved on 20 December 2001); ADB. 
2002. Report and Recommendation of the President to the Board of Directors on the Proposed Program and 
Technical Assistance Loans to the Islamic Republic of Pakistan for Decentralization Support Program. Manila 
(Loans 1935/1936/1937/1938-PAK, for $300 million, approved on 21 November 2002); ADB. 2003. Report and 
Recommendation of the President to the Board of Directors on a Proposed Program Cluster of Loans to the Islamic 
Republic of Pakistan for the Punjab Resource Management Program. Manila (Loan 2030-PAK, for $200 million, 
approved on 4 December 2003; and Loan 2031-PAK, for $200 million, approved on14 December 2005); ADB. 
2004. Report and Recommendation of the President to the Board of Directors on Proposed Loans and Technical 
Assistance Grants to the Islamic Republic of Pakistan for the Balochistan Resource Management Program. Manila 
(Loans 2107/2108/2109-PAK, for $130 million, approved 25 November 2004); ADB. 2003. Report and 
Recommendation of the President to the Board of Directors on Proposed Program and Technical Assistance Loans 
to the Islamic Republic of Pakistan for the Sindh Devolved Social Services Program. Manila (Loans 2048/2049-
PAK, for $110 million, approved on 12 December 2003); ADB. 2004. Report and Recommendation of the President 
to the Board of Directors on Proposed Program Loans and Technical Assistance Grant to the Islamic Republic of 
Pakistan for the Punjab Devolved Social Services Program. Manila (Loans 2144/2145-PAK, for $150 million, 
approved on 20 December 2004); and ADB. 2005. Report and Recommendation of the President to the Board of 
Directors on Proposed Program Loans, Technical Assistance Loan, and Asian Development Fund Grant to the 
Islamic Republic of Pakistan for the Balochistan Devolved Social Services Program. Manila (Loans 
2202/2203/2204-PAK, for $200 million, approved on 8 December 2005). 

5 The governments of Canada, the Netherlands, and United Kingdom provided significant grant funds cofinancing a 
number of TA. 



4 

relevant when approved, given the extremely precarious fiscal situation inherited by the 
incoming Government. Moreover, after the terrorist attacks of 11 September 2001, they 
provided a convenient way to scale up aid to a key ally in the “war on terror.” 
 
8. The emergence of governance operations as a major component of ADB’s strategy and 
program in Pakistan is an interesting case study that reveals the important influence of a few 
key individuals with a vision backed up by a theoretical base, analytical work, and effective 
communication and advocacy skills. The nexus of these attributes with the window of 
opportunity led to the rapid scaling up of assistance. In many ways, formal strategy followed 
rather than guided the process, which can be appropriate in a dynamic and rapidly changing 
context where flexibility and rapid response are important. That a few key individuals could be 
so influential is instructive in terms of the importance of human resources to ADB. However, 
dependence on a few key individuals poses a major risk if they cease to be involved, which has 
happened in this case. 
 
9. One of the unavoidable consequences of a coherent and holistic strategy and program is 
complexity, as ADB’s governance operations in Pakistan demonstrate. In the face of such 
complexity, essential preconditions for success include the assignment of a sufficient number of 
skilled personnel by the Government and ADB, combined with frequent dialogue. The 
performance is mixed in this regard. Another potential risk is that ADB could outpace the 
Government’s commitment, turning a Government-led program into an ADB-led one. The 
experience of the Social Action Program in the 1990s is instructive in this regard. It would 
appear that history may be repeating itself. Further, investing heavily in an executive-led reform 
program poses a risk, as gains could be reversed when a more democratic government returns. 
A similar scenario seems to be emerging in Bangladesh. 
 
10. Six other issues are relevant to a consideration of the positioning of ADB’s assistance:  
 

(i) A paradox of the decentralization support program is that, as a vertical project 
(i.e., managed at the federal level with provincial program management units), its 
management structure is not consistent with its purpose—i.e., to support local 
government. 

(ii) While recognizing and seizing a window of opportunity is an important lesson 
from successful policy-based lending,6 a concept of the longer-term road map, or 
at least plausible alternatives to finish the job, is needed. However, a widely 
shared idea of what comes after Access to Justice Program and decentralization 
support program has not emerged. Meanwhile, devolved social services 
programs and resource management programs have been replicated in all 
provinces (or are planned to be). Again, however, the longer-term strategic 
direction is unclear, even in broad conceptual form. 

(iii) Theoretically at least, the four program groups (access to justice, decentralization 
support, devolved social services, and resource management) form a coherent 
and mutually reinforcing whole. However, the Pakistan Resident Mission (PRM) 
manages the Access to Justice Program and Decentralization Support Program, 
while two divisions at headquarters manage the devolved social services 
programs and resource management programs. This means that the envisaged 
coherence and synergies have not been fully realized. 

                                                 
6 See ADB. 2001. Special Evaluation Study on Program Lending. Manila. 

Available: http://adb.org/Documents/PERs/sst-stu-2001-16/ses-program-lending.asp

http://adb.org/Documents/PERs/sst-stu-2001-16/ses-program-lending.asp
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(iv) The mainstreaming of governance issues into other sector operations has been 
limited, and has a much lower profile than the stand-alone governance 
operations. 

(v) Much of ADB’s program (and those of other funding agencies) has continued to 
circumvent the principal means designed for channeling resources to local 
governments—the provincial finance commissions. This has two dimensions: the 
special grants that bypass the provincial finance commissions, and vertical 
projects. In this regard, ADB sometimes works against itself in terms of building 
the capacity of local government institutions. 

(vi) The federal programs (Access to Justice and Decentralization Support) have 
suffered because of the variable performance of the provinces. Poorly performing 
provinces have held up tranche releases, thereby penalizing the better 
performers. This might suggest the desirability of supporting province-specific 
programs over federal programs. However, another solution (not adopted in this 
case) is partial tranche releases to cover the share of early complying 
provinces.7 

 
11. Taking account of the issues raised above, the positioning of ADB’s governance 
operations is rated between modest and substantial (based on a four-point scale of high, 
substantial, modest, and low). 
 
C. Expected Results 

 
1. Outcomes and Outputs 

 
12. Governance support was expected to effect changes in the policy, legislative, and 
regulatory environment that would result in (i) improved access to justice, (ii) transparent 
resource transfer mechanisms, (iii) local governments capable of managing service delivery 
responsibilities more effectively, and (iv) effective citizen participation in a range of 
accountability mechanisms. As all programs are ongoing,8 project completion or project 
performance evaluation reports are not available, and drawing firm conclusions on the 
achievement of impacts and outcomes would be premature. 
 
13. Judicial reform activities under the access to justice program have produced some 
positive results, with significant reductions in case disposal times in all but Balochistan Province. 
For citizens, delayed justice has long been an expensive frustration. The national judicial policy 
making committee is providing the necessary leadership for reforms to be sustained and 
advanced. Progress on police reforms, however, has been disappointing, while administrative 
justice reforms have proceeded slowly. Actions to support citizen’s empowerment have stalled, 
primarily due to limited capacity of the executing agency to implement the associated TA loan 
effectively. An effective communications strategy is required to publicize the successes of, and 
opportunities provided by, the access to justice program. 
 
14. The decentralization support program became effective in September 2003. The second 
and final tranche of the program loan was released in 2005, with the two TA loans continuing to 
                                                 
7 ADB adopted this approach in the Federated States of Micronesia in its Public Sector Reform Program, as outlined 

in ADB. 2003. Program Performance Audit Report on Public Sector Reform Program in the Federated States of 
Micronesia. Manila. Available: http://www.adb.org/documents/PPERs/FSM/ppar-fsm-29657.aps. 

8 Both tranches of the decentralization support program loan have been disbursed. However, the TA loans continue 
to be implemented. Both tranches of the Punjab Resource Management Program subprogram 1 have been 
disbursed and the second subprogram approved. 
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be implemented. The flexibility built into the program design seems to have fared well in the 
complex and ever changing reform environment. Among the important achievements, the most 
significant is the ownership in the provinces. From initially seeing devolution and later the 
decentralization support program as federal initiatives, provinces have come to freely express 
support for decentralization support program, lead its implementation in their domains, and use 
program resources for useful initiatives to move the reform agenda ahead. However, there is 
some evidence of “capture” by the provinces, for example as evidenced by some of the 
amendments to the Local Government Ordinance 2001, which return power to the provinces.. 
Some of this might have been inevitable, as local government was created by executive fiat at a 
time when provincial assemblies were suspended.  
 
15. Given the early hostility of provinces to the reforms overall, the decentralization support 
program has contributed to a significant attitudinal change. This has been brought about in 
Punjab through outputs such as (i) work on intergovernmental planning manual, (ii) 
decentralization of accounting functions to the province, (iii) technical work on developing a 
norm-based intergovernmental fiscal transfer system, (iv) North-West Frontier Province 
initiatives on institutional development of Zila Accounts Committees, (v) budget training in 
Sindh, (vi) support for decentralization support program initiatives and their incorporation into 
Balochistan Resource Management Program policy actions, and (vii) the nationwide training for 
second generation nazims (mayors) and councilors. The decentralization support program has 
had a significant impact on gender mainstreaming in Pakistan, with the gender reform action 
plans formulated in the four provinces and at the federal level through the Gender Reform 
Program TA. Finally, the transfer of 2.5% goods and service tax to provinces over the past 3 
years, along with further transfers to local governments as part of provincial finance commission 
awards, has been a significant resource to local governments for their budgeting and 
appropriations for locally determined needs. 
 
16. Policy dialogue has contributed to a refinement of systems and modifications in legal 
provisions, including (i) creation, through statutory amendments, of a legal basis for technical 
and independent provincial finance commissions; (ii) fiscal transfer rules promulgated by all four 
provinces, providing system details for predictable, transparent, and adequate transfers to local 
governments; (iii) training of officials in budget making in the districts and tehsil (subdistrict) 
municipal authorities, where this capacity was reported to be nearly nonexistent in 2002; (iv) 
investments in local taxation systems; (v) planning manual in Punjab to institutionalize the 
intergovernmental nature of service delivery, recognizing policy setting and regulatory roles for 
provincial departments, and building up systems for local planning and development 
management (other provinces are interested in using this manual); (vi) promulgation of internal 
audit rules to ensure accountable use of resources; and (vii) training for second-generation 
nazims and councilors. 
 
17. ADB approved TA to help the Government implement the reforms and manage the TA 
loan resources (Table 1). Some noteworthy results of this assistance includes (i) a chapter 
outlining fiscal decentralization procedures in the local government ordinance; (ii) the 
formulation of gender reform action plans at the national level and in all four provinces;9 (iii) 
legislation including freedom of information, contempt, defamation, consumer protection, and 
amendments to the family courts act; (iv) regulations to establish independent prosecution 
services, as well as local government monitoring and oversight committees; (v) formulation of 
medium-term budget framework at federal and provincial levels for the judicial sector; and (vi) 
institutional reforms, including enhancing the national accountability bureau’s coordination and 
                                                 
9 The North-West Frontier Province has not approved its gender reform action plan. 
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training capacity, expanding the mandate of the national council of social welfare, and certifying 
many nongovernment organizations. 
 
18. The Punjab Resource Management Program, approved in December 2003, is structured 
in three sequential subprograms under the program cluster modality. The first subprogram loan 
has been completed, with a major result being an increase in provincial tax receipts in FY2004 
by more than 44% in nominal terms—far exceeding the 12% condition. This reflects the overall 
shift toward higher levels of provincial revenue generation as part of the devolution process in 
Pakistan. The program helped to change the expenditure pattern through debt re-profiling and a 
long-term strategy to reduce debt service gradually. Importantly, expenditures switched toward 
high-priority social sector interventions within the first year. A draft medium-term budget 
framework has been prepared and more transparent intergovernmental financing established. 
Procurement information and timely and reliable public accounts are now available on the 
Government’s web site. Reforms were implemented to rationalize provincial staffing and 
enhance skill levels, including a full gender-disaggregated civil service census and progress 
toward contract appointments. Other advances include new labor policies, rules, and 
regulations, establishment of a child protection bureau and the Punjab social health 
management company, a public-private partnership. Studies to address the problem of insecure 
land assets, a major impediment to private sector development, were completed; and a new 
industrial policy for 2004–2005, including guidelines for enhanced private sector development, 
was approved. Several industrial estates were established as public-private partnerships to 
overcome the problem of insecure land assets to provide access to the best available 
infrastructure. A second subprogram has been approved to build on these achievements. 
 
19. The impact of historically difficult federal-province relations creates a more difficult 
environment for the Balochistan Resource Management Program. The achievements include 
bringing the unsustainable tube well subsidy to the fore at the provincial and federal levels. Both 
governments moved to address the issue by capping the number of tube wells and limiting the 
subsidy through budget measures. The introduction of more sustainable water management 
techniques to address the dire groundwater situation is beginning to take effect. A flour subsidy 
implemented through local governments and community-based organizations has replaced the 
wheat subsidy, which was a significant source of corruption. The province development program 
“throw forward”10 has been reduced from about 15 years to 5 years. The province has 
introduced successfully performance grants for local governments. For the first time, a census 
of civil servants is being undertaken, and Balochistan’s outdated public procurement law and 
regulations have been revised in line with the federal government’s procurement law.  
 
20. The devolved social services programs in Punjab, Sindh, and Balochistan are designed 
to (i) support administrative devolution of social services; (ii) improve social sector financing and 
funds flow; (iii) promote participation, links, and public accountability; (iv) rationalize services 
and set minimum standards; and (v) encourage public-private partnerships. An Operations 
Evaluation Department sector assistance program evaluation report on social sector operations 
in Pakistan11 notes that, given their broad-based and multisector nature, these programs appear 
to be high-risk because of their complexity. The complexity is increased by the need to deal with 
multiple district governments and tehsil municipal authorities in place of a single provincial 
government. In the case of the Sindh Devolved Social Services Program, the supporting TA 
loan for local government capacity building still had not become effective, thereby de-linking 
local government funding from capacity building. Further, provincial line departments are 

                                                 
10 “Throw forward” is the forward projection of yet to be implemented approved budget commitments. 
11 ADB. 2005. Sector Assessment Program Evaluation for Social Sectors in Pakistan. Manila.  
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mobilizing to capture a significant part of the TA support. Another concern is that monitoring 
systems are yet to be put in place. As such, little, if any, evidence is available regarding how the 
funds are being utilized. Meanwhile, ADB continues to manage these complex programs from 
its Manila headquarters, using standard staff coefficients. The sector program evaluation 
recommended that a professional staff position be created in PRM to support the devolved 
social services programs, and to monitor progress more closely. This recommendation was 
accepted, and the position is finally due to be filled in May 2007. 
 
21. TA loans support some of the programs. These were to deliver outputs considered 
essential for the realization of outcomes. The reasons for the general failure of TA loans are not 
entirely clear, although it does reflect a lack of ownership by executing agencies. Essentially, TA 
loans were accepted as a necessary condition for gaining access to the much larger policy-
based loan funds. Little real ownership of the need for the TA loans was apparent, perhaps 
reflecting a general reluctance to borrow for TA, as well as an antipathy to what is seen as the 
imposition of foreign consultants. 
 
22. While an analysis of expected outputs and outcomes shows considerable confusion 
regarding the differences between outputs, outcomes, and impacts, ADB’s governance 
operations undoubtedly have delivered many outputs. They have achieved some less tangible 
outcomes in terms of changed mindsets. However, the achievement of the core outcomes is 
less certain, in part because it is too early to tell for some of the operations. Further, while the 
outputs produced might be necessary for outcome achievement, they might not be sufficient. In 
other cases, the risks inherent in the programs have not been fully mitigated, and assumptions 
might not have held true. By definition, these are outside the control of the programs, although 
they should be clearly defined, monitored, and reported on. However, as with most ADB 
projects and programs, this usually is not done. 
 

2. Contribution to Impacts 
 
23. An assessment of the contribution of governance programs to impacts is premature. 
Much will depend on the degree to which political representatives at all levels sustain the reform 
process. However, experience since the restoration of national and province assemblies is not 
encouraging.   
 
D. Sector Assistance Rating 
 

1. Bottom-Up Assessment 
 
24. The performance assessment of ADB’s operations (including lending, TA, and policy 
dialogue) to support the governance sector is summarized in Table 2. The bottom-up 
assessment considers performance in terms of the direct results (outputs, outcomes, and 
impacts) from ADB’s operations. However, since all programs are ongoing or have just been 
completed, an assessment of outcomes and impacts is tentative. The standard evaluation 
criteria of relevance, effectiveness, efficiency, sustainability, and impact are used. 
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Table 2: Performance Rating of ADB Operations in the Governance Sector 

Rating Criterion Maximum Score Assessment Score 
Relevance 3 Highly Relevant 3 
Effectiveness 6 Tentatively, Effective 4 
Efficiency 3 Less Efficient 1 
Sustainability 6 Uncertain, Tentatively Less 

Likely 
2 

Impact 6 Uncertain, Tentatively Modest 2 
Overall Assessment 24 Tentatively, Likely Partly 

Successful 
12 

ADB = Asian Development Bank. 
Source: Operations Evaluation Department assessment. 

 
25. The governance strategy, as outlined in the 2002–2004 CSP supporting nationwide 
justice sector and devolution reforms, and province-based resource management programs and 
devolved social services programs, responded directly to the ambitious reform agenda 
proposed by the Government and the federal and provincial poverty reduction strategy papers. 
The program was consistent with ADB’s good governance policy, as well as its developing 
comparative advantage in governance as a result of appointing some experienced professional 
staff as governance specialists. The program complemented interventions of key aid agency in 
Pakistan in the post-1999 coup period. It also created an opportunity to publish the results of 
joint research by ADB, the United Kingdom Department for International Development, and 
World Bank into devolution and devolved social services.12 The scale of respective loans and 
the scope of program interventions, particularly in the justice sector and devolution, enabled 
ADB to achieve significant leverage with senior decision makers. While an assessment of 
capacity building is premature, significant barriers clearly need to be overcome before sustained 
achievements are forthcoming. Locating sector expertise in PRM allowed ADB to sustain policy 
dialogue on promoting reform and maintaining relevance, at least for the delegated programs. 
However, this capacity has been eroded. Overall, the program is assessed highly relevant. 
 
26. Achieving governance reforms takes time, and the strategy underpinning the ADB 
programs was phased to address legal, regulatory, and institutional (including capacity 
development) aspects. It is too early in the life of the individual programs to make a firm 
assessment regarding the effectiveness of the governance programs. Almost all of the 
decentralization support program tranche conditions have been met. Most first and second 
tranche conditions of the access to justice program have also been met, although the 
achievement of the final tranche conditions is significantly delayed. Most conditions of Punjab 
Resource Management Program’s first subprogram were fully complied with, and the second 
subprogram has been approved. Most first tranche conditions of the Balochistan Resource 
Management Program of the Sindh Devolved Social Services Program have been achieved 
despite some delays. Based principally on output achievement (normally an evaluation would 
consider outcome achievement), the governance programs are tentatively assessed effective. 
 
27. Again, an assessment of the net economic benefits and the degree of efficiency would 
be premature. However, some conflicting signs are worth noting. First, on the positive side, the 
decentralization support program policy action encouraged the federal Government to allocate 
in FY2004 an amount to provinces and local governments equal to at least their share of 
general sales tax, in accordance with the National Finance Commission decision in 2002. As a 

                                                 
12 ADB, Department for International Development (DFID), and World Bank. 2004. Devolution in Pakistan: An 

Assessment and Recommendations for Action. Islamabad; and ADB and DFID. 2005. Improving Devolved Social 
Service Delivery in NWFP and Punjab. Islamabad. 
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result, an additional PRs17 billion was disbursed in 2003, PRs21.8 billion in 2004, and a similar 
amount in 2005. Given the total value of the decentralization support program loan is PRs18 
billion, the multiplier effect in this one condition is extremely significant. Second, the flexible 
design, combined with the ADB Board’s view that the decentralization support program was 
successful, created the conditions to enable the Board to agree on 14 November 2005 to a 
change of scope to the program. This allowed emergency rehabilitation and reconstruction to 
earthquake-affected areas, with the use of $105 million as a supplementary tranche to support 
the Government’s efforts to respond to the devastating 8 October 2005 disaster. 
 
28. The inability of the Government to utilize the TA loans in a timely fashion is a concern, 
despite attempts by the resident mission governance unit to streamline ADB approval 
requirements for delegated programs, and the provision of significant TA resources. The 
contracting of TA loan funds must be consistent with ADB’s consultant selection guidelines, as 
well as respective provincial government’s procurement regulations. Although the Government 
approved a formulation and contracting system meeting these requirements, management unit 
staff turnover, administrative inertia, and limitations of the private consulting industry 
constrained the implementation of the access to justice program and decentralization support 
program. The innovation in Balochistan to locate the program management unit for programs 
under one project director with some shared resources has not been successful, partly due to 
the capacity of the respective project directors. These limitations lead to a rating of less efficient. 
 
29. While the uptake of reform measures by the judiciary after a long gestation period is a 
positive sign, the sheer scale of pendency means that an assessment of the sustainability of 
these reforms should be undertaken in 2–3 years. Overall, the sustainability of the package of 
governance reforms, particularly devolution, is threatened by the process through which they 
were instituted. Executive fiat was used to propose and lead the reforms. Not surprisingly, once 
elected representatives returned to national and province assemblies, they began to claw back 
perceived lost areas of power and privilege. In addition, the compromises on the substance of 
reforms between the President and various political parties and politicians call into question the 
sustainability of the political will to underpin the reforms. One example is the backsliding on the 
Police Order, and particularly the insulation of the police from political interference and role of 
public oversight bodies. The importance of political will to sustain the resource management 
program and the devolved social services program reforms is illustrated by the variable 
performance of programs in Sindh and Balochistan against those in Punjab. 
 

2. Top-Down Assessment 
 
30. The top-down assessment (Table 3) considers performance in terms of positioning of 
ADB’s assistance, the contribution of the assistance to sector performance, and the quality and 
responsiveness of ADB’s services. 
 

Table 3: Top-Down Performance Assessment of ADB’s Program 

Rating Criterion Maximum Score Assessment Score 
Country Positioning 8 Between modest and substantial 5 
Contribution to 
Development Results 

8 Tentatively modest 4 

ADB Performance 8 Between modest and substantial 5 
Overall Assessment 24 Tentatively, Likely Partly 

Successful 
14 

ADB = Asian Development Bank. 
Source: Operations Evaluation Department assessment. 
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31. ADB was highly responsive to a window of opportunity. However, the concerns 
expressed in paras. 9 and 10 led to a rating between modest and substantial for positioning. 
ADB’s program has contributed to legislative, regulatory, and institutional reform. However, it is 
too early to tell if the significant delivery on outputs will lead to substantial development results. 
Future political developments probably hold the key. ADB has engaged in coordinated action 
with the World Bank and other aid agencies to support the reform process, including substantial 
policy dialogue at federal and provincial levels.  
 
32. ADB recognized that sustaining the policy dialogue and management needs of the 
governance program required increased resources in PRM. A governance unit was established 
with a senior governance specialist relocated to head the unit, supported by two national 
officers. The decentralization support program and access to justice program were delegated to 
PRM (only one national officer remains, and the governance unit has been merged into a 
country policy and governance group). A senior public resource management specialist position 
was allocated to PRM after the Board approved the first resource management program in 
Punjab; and in response to the approval of the first devolved social services program in Sindh, a 
senior project implementation specialist (social sector) was allocated. Although these posts 
were advertised once, no suitable candidates emerged and neither position had been filled as of 
early 2007. In April 2007, a person was named to fill the support position for the devolved social 
services programs, and she is expected to take up the post in May 2007.  
 
33. ADB’s decision to assign responsibility for the resource management program and 
devolved social services program to project officers from different divisions undermined the 
strategic coherence and integrity of the governance program. This ensured that none of the 
resource management program or devolved social services programs could be devolved to 
PRM, thus reducing the opportunities for synergy among and between the managers of the 
three legs of the governance program, as originally envisaged. Had this not been the case, 
ADB’s performance would have been rated substantial. 
 

3. Overall Sector Performance Assessment 
 
34. Based on the bottom-up and top-down assessments, the evaluation tentatively assesses 
ADB’s program in the governance sector potentially partly successful. This is a tentative 
conclusion that might be adjusted in the future. 
 
E. Issues Facing the Sector 
 
35. Governance Reform Requires Leadership and a Long-Term Commitment. The 
governance reform agenda embarked on after the 1999 coup was extremely ambitious in scale 
and proposed time frame. It reached across all three levels of government and the three key 
organs of the state, while simultaneously involving civil society and the private sector. The 
international community, including ADB, provided significant financial support to these 
executive-led reforms. More than 5 years and two local government elections later, national and 
provincial politicians have reclaimed their representative role, resulting in some legal, political, 
fiscal, and administrative recentralization. The judgment of foreign and domestic observers that 
widespread corruption marred the last local government elections undermines citizens’ 
confidence that state institutions are being depoliticized and power is being devolved to the 
grassroots level. This pattern of ambition followed by retreat has occurred at least three times 
since 1947, and a similar number of times during the colonial period. History reinforces the 
obvious—that policy reform is an ongoing, iterative process, not linear and unidirectional. The 
governance programs are being implemented in this political environment.  
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36. Supporting the Government’s reform agenda requires leadership and a long-term 
commitment. Although planning for a 3-year period, the Pakistan CSP 2002–200413 recognized 
the long-term implications of making governance the focal point of the strategy. However, a 
long-term commitment requires that governance policy is advanced through all aspects of the 
strategy, evolves in scope, and is articulated through new “non-core” governance activities in 
accordance with the evolution of the reforms and the economy. Thus, the strategic shift in 2006 
toward increased funding of infrastructure should provide an opportunity to mainstream 
governance reform within the respective government (federal, province, and local) authorities 
responsible for construction and operation and maintenance of infrastructure, as well as the 
associated regulatory framework for public assets.  
 
37. Subnational Focus and Policy Dialogue. The four dimensions of the governance 
program—decentralization, access to justice, public resource management, and devolved social 
service provision—are provincial subjects in Pakistan. As such, dialogue with four provinces is 
required to identify the most appropriate mix of actions to address the respective provincial 
situation. A federal program is really five “subprojects”—federal and four provinces—and 
provincial programs have a smaller federal but a significant local government dimension.  A 
case could be made for preparing province strategies and programs within a broader CSP to 
articulate these opportunities, allowing the interrelationships between these dimensions to be 
articulated and implemented more effectively as a common strategy, not independent projects 
or programs. 
 
38. Devolution from Federal Level to Province and from Province to Local 
Government. The so-called second phase of reform—from federal government o province— 
needs to be addressed. Through this, clear mandated responsibilities between the federal, 
province, and local governments need to be embedded in practice. Significant political will (and 
commitment by development partners such as ADB) is required to stop the proliferation of 
vertical programs managed at federal level to the detriment of provincial and local governments. 
Similarly, province-based projects need to recognize the legitimate and legal role of local 
governments. This will require a completely different type of consultation and participation than 
has been the norm in project design up to now—consultation with local governments has been 
cursory at best. Allied with this, integrated data collection and analysis is required to enable the 
planning and budgeting process to be more effective, and to broaden the use of medium-term 
budget frameworks to all provinces, drawing lessons from the Punjab experience over the past 
3 years. 
 
39. Capacity Development. The institutional dimension of reform involves complex 
changes to the way people do business, the practices and procedures, and the associated 
hardware required to perform new tasks efficiently and effectively. Pakistan’s governance 
reform has been stymied due to slow progress in effecting the organizational and institutional 
change that is essential for the success of reform outcomes. While the nature of capacity 
development and capacity building has engendered considerable debate, the importance of 
having at least one champion to drive the process and generate a positive attitude among the 
people whose capacity is being developed is unquestioned. The demand-driven approach in the 
decentralization support program and access to justice program TA loans stimulates innovation 
in response to local government and justice sector agency needs. However, this should be 
complemented with the development of competencies in basic procedures, such as budgeting, 
planning, accounts, audit etc., common to all local governments. The recognition that 

                                                 
13 ADB. 2002. Pakistan Country Strategy and Program (2002–2004). Manila. 
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experiential training methods bring significant results, and that training must be linked to 
performance, is an important lesson that needs to be incorporated in all programs. 
 
40. Intergovernmental Financing. Fiscal decentralization is the heart of any devolution 
exercise. Without fiscal decentralization, no authority is really devolved. This concept involves 
the transfer of funds to local governments according to their share in a formula-based 
transparent manner, and the authority and/or flexibility to utilize these funds according to their 
local priorities. Such decentralization is a prerequisite for making local governments 
accountable for their service delivery performance. The absence of an effective and transparent 
fiscal decentralization system is one of the main factors likely to determine the sustainability of 
devolution in Pakistan. Reliable and predictable transfers and grant systems (conditional and 
unconditional) to local governments through a transparent system administered by a dedicated 
body (provincial finance commissions) are central to enabling local governments to manage 
service provision. ADB-assisted governance programs, such as the decentralization support 
program, the devolved social services programs, and resource management programs, have 
supported this essential need for rational and predictable intergovernmental financial transfers 
via the provincial finance commission mechanism. However, the provincial finance commissions 
remain nascent organizations that require continued assistance. Therefore, the development of 
their capacity to perform their mandated functions effectively is important. Similarly, reducing the 
number of vertical programs that distort and undermine local planning and budgeting principles 
is essential. Related to this is the need to reduce the co-occupation of decentralized mandates 
by province and federal levels, which is being used as a control mechanism over local 
governments and results in poor service delivery. Finally, ADB and other development partner 
funds must not continue bypassing the provincial finance commission allocative mechanism. 

 
41. Accountability and Transparency. These central tenets of good governance are 
necessary for improving citizens’ perceptions of public institutions. ADB’s governance programs 
have produced examples of the positive impact targeted actions in support of accountability and 
transparency can yield, including (i) freedom of information, (ii) justice sector agency annual 
reports, (iii) transparent budgeting and expenditure processes, (iv) monitoring and accountability 
committees, and (v) policy dialogue opportunities. Further progress requires a subnational 
approach and consistent investment in building pro-transparency coalitions, including those in 
civil society. 
 
42. Notwithstanding the tangible benefits, fieldwork for this evaluation identified some issues 
concerning the effectiveness of the decentralization support program. However, most of these 
could be traced to a single problem—the absence of a financial system that is transparent and 
able to transfer resources across the different tiers of government. While the development of 
such a system is not within the mandate of the decentralization support program, it will become 
the most important factor that will determine the program’s success or failure. The 
decentralization support program relied on the development of a financial system through a 
World Bank-supported initiative (Improvement of Financial Reporting and Auditing), and 
decentralization support program project documents note that the Government has developed 
core systems for reconciling and controlling expenditures from the federal level down to union 
councils. This is clearly an overly optimistic assessment. 
 
43. Even if the basic technology is in place, the extent of disclosure of finances at the local 
level is so constrained that it is of limited utility.14 The financial reporting system is hierarchical 

                                                 
14 The decentralization support program is working within the intent of the Local Government Ordinance 2001, which 

mandates increased transparency so that grassroots people have information with which to interact with their local 
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with higher levels of government not disclosing their expenditure and resource allocation details 
to lower levels. By the time the small proportion of Pakistan’s low-revenue effort gets to the local 
level, very little is left after the payment of salaries. Material amounts are retained at higher 
levels of government and allocated at the discretion of elected officials without local government 
involvement. National vertical programs, including many development partner programs, are not 
reported at the local government level. While these issues are outside ADB’s governance 
program, Pakistan cannot develop a sustainable local government system without the required 
financial systems and capacity.  
 
44. Supply and Demand—Two Sides of the Same Coin. ADB’s loan modality skews 
support to the supply side of governance reforms. However, the governance strategy 
recognizes that the demand side needs to be addressed, and that loan funds are not 
necessarily the most appropriate modality to accomplish this. Two means are available to ADB 
to affect demand: (i) intergovernmental grant systems (of the devolved social services program 
type), which reward subnational governments for positive demand outcomes (e.g., public 
access to information, budget conferencing, monitoring committees, audit and compliance 
reports before councils, etc.); and (ii) direct support to elected organs of government and civil 
society through which demand, and public access, may be fostered. Cofinancing with grant 
funds from ADB and aid agencies (through the provincial finance commission) is a mechanism 
that needs to be developed further as early in the design process as possible. Allied to this is 
recognition of the critical role political representatives in provincial and national assemblies play 
in sustaining governance reforms, and at least engaging with them in policy dialogue. 
 
45. Related to the demand side of reforms is the larger question of broad-based ownership 
of the reform process. That access to the justice program, decentralization support program, 
and (to some extent) resource management programs was designed under an executive-led 
reform has limitations. The design assumptions that the executive would work toward inclusion 
of non-state actors proved to be unfounded, as the central ministries became even more 
reticent and reform-shy after the return of elected legislatures in 2002. The design had not 
factored in strategic engagement with the legislature and its relevant bodies, such as the public 
accounts committee or the technical standing committees. The challenge, essential to 
development effectiveness, is to develop flexible options for continued ownership of reform 
beyond the executive, including working with civil society. The governance program has 
acknowledged the importance of advocacy and research. 
 
46. Financing Modalities. Flexible financing modalities are required to further governance 
goals, such as ordinary capital resources financing for infrastructure on a stand-alone, merit 
basis. However, these must be (i) within an ongoing, multiyear infrastructure financing indicative 
planning figure, such as the multitranche financing facility; and (ii) with counterpart commitments 
of a “governance reform” nature, based on, for example, (a) governance process and outcomes 
(e.g., clarity in subnational expenditure assignments, reduction in co-occupation of 
decentralized mandates,15 contracting and procurement transparency, and public access to 
information); or (b) poverty reduction strategy outcomes, such as incremental budget 
expenditure outlays (benchmarks) for priority poverty reduction strategy sectors (health, 
education, etc.) in return for ordinary capital resources financing for infrastructure—i.e., in return 
                                                 

government. Specifically, the ordinance states that “a statement of monthly and annual accounts and such other 
necessary statements shall be placed at a conspicuous place by the local government concerned for public 
inspection.” However, progress toward getting meaningful financial information displayed in prominent places has 
been very limited, far less doing so monthly. 

15 For example, the employer function, although decentralized to local government on paper, has been retained by 
the province, undermining the ability of the district to manage staff. 
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for providing an “infrastructure credit card”. Opportunities could arise for (i) province CSP, with 
core, multiyear borrowing profile for infrastructure—a package with first-year investments 
detailed, but later-year investments to be defined within a menu; (ii) highlighting poverty 
reduction strategy and/or medium-term expenditure framework public resource management; 
(iii) local-level justice and decentralization outcomes; and (iv) incremental spending increases in 
poverty reduction strategy sectors—i.e., outcomes in the areas where provinces are reluctant to 
borrow.  
 
47. Program Management. Experience suggests that managing governance programs from 
ADB headquarters, essentially on a part-time basis, might be sustainable with frequent 
missions. However, it is not fully effective. ADB headquarters has an important role in providing 
strategic leadership and technical support. However, leading intensive policy dialogue in an 
evolving reform environment and ensuring effective program management should be devolved 
to PRM, where the level of engagement with, and response to, clients can be performed more 
effectively. This requires ADB to provide adequate resources to PRM, including provision of 
professional staff to coordinate and manage a diverse program with sufficient support staff and 
province teams of consultants with sector investment specialists. Another requirement is a 
minimum level of budgetary resources to engage with the local civil society, think tanks, and 
academia for effective policy dialogue and knowledge management at the country level. It is 
also probably a necessary precondition for mainstreaming governance into ADB’s country-level 
sector operations. 
 
F. Responses Required 
 
48. A new strategic plan is needed to guide operations in support of good governance in 
Pakistan. ADB’s current governance operations were conceived and mostly designed in 
response to the opening of a window of opportunity. Since that window might not be as wide 
open as before—the fiscal situation of the Government is much improved—the Government 
might not wish to borrow for stand-alone governance operations of the size approved over the 
past 5 years. Nonetheless, considerable unfinished business must be addressed if outcomes 
and impacts are to be achieved. A complicating factor is that the political context could change 
following the elections scheduled for 2007. The challenge for the Government (as client) and 
ADB (as service provider) is how to advance the reform program, perhaps in the absence of 
new large program loans and in a potentially more complex political environment. Possible 
responses might include (i) “working with the willing”—whether province-level agencies or 
individual local governments—with a view to delivering rapid results, thereby increasing 
commitment and providing an example to be emulated; and/or (ii) addressing governance 
issues through operations in other sectors—a mainstreaming approach. 
 
49. ADB should rebuild expertise in PRM to allow the delegation of resource management 
programs and devolved social services programs, and to enhance ADB’s role as a valued and 
effective policy advocate. Over the past 5 years, ADB has established a highly relevant broad-
based governance strategy. However, ADB needs to be in a position to sustain a policy 
dialogue with federal, province, and local governments across the range of justice, devolution, 
resource management, and social service delivery issues. This requires strategic leadership 
from headquarters and sufficient expertise and resources in PRM to maintain the level of policy 
dialogue and ensure effective program management to sustain the long-term commitment that 
governance reforms require.  
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ROADS SECTOR ASSESSMENT 
 
1. Road transport is a group I or core operational sector under Asian Development Bank’s 
(ADB) second medium-term strategy 2006–2008.1 ADB will build up or maintain a critical mass 
of expertise to become a leading provider of assistance (financing and knowledge) in group I 
sectors. 
 
2. This section draws on the findings of a study of roads sector assistance program 
evaluation (SAPE) in Pakistan,2 conducted as an input to this country assistance program 
evaluation (CAPE). While the assessments made in the CAPE for roads sector performance 
generally follow those in the SAPE, different rating methodologies used have resulted in some 
differences. First, the SAPE did not include a top-down assessment of performance, and this 
broader assessment is included here. Second, the bottom-up assessment under the CAPE 
guidelines includes an assessment of impact, which the SAPE does not cover, and it applies 
different weights for relevance, effectiveness, efficiency, and sustainability. These factors 
produce some differences in rating, but the conclusions are similar.3 
 
A. Key Elements of ADB’s Sector Strategy and Program 

3. ADB’s main strategic thrusts and approvals for 1985–2006 are in Table 1. 
 

Table 1: Roads Sector Strategic Thrusts and Program, 1985–2006 

Strategic 
Period 

 
Main Strategic Thrusts 

 
Operations Approved 

1985–1989 ADB’s strategy in 1985 did not mention road 
or transport development specifically. Much of 
the investment in the transport sector was for 
the expansion of farm-to-market roads, 
resulting from ADB's initiative to boost 
agriculture. Roads were not directly included 
as part of ADB’s written strategy until the 1990 
strategy. 
 

Two public sector loans were approved 
during the period for a total of $136 million 
(both ADF). In addition, one advisory TA 
grant was approved during the period for 
$0.8 million to support capacity building for 
domestic roads contractors. 

1990–1994 The 1990 strategy explicitly included rural 
access road development as a means for 
supporting rural development. The strategy 
also recognized the need to support the 
construction of new highways, and to 
concentrate lending activities on the 
renovation and upgrading of the existing 
national and provincial highway system, and 
on the development of farm-to-market roads. 
 

Two public sector loans (one OCR loan for 
$45 million and one ADF loan for $165.4 
million) were approved during the period 
for a total of $210.4 million. Five advisory 
TA grants were approved for $0.6 million  

                                                 
1 ADB. 2006. Medium-Term Strategy II: 2006–2008. Manila. 
2 ADB. 2006. Sector Assistance Program Evaluation in the Road Sector in Pakistan.  Manila. 

Available: http://www.adb.org/documents/reports/SAPE/PAK/sap-pak-2006-15.pdf  
3  The Operations Evaluation Department does not have guidelines for the conduct of SAPEs. These are expected to 

be developed shortly. These will ensure a harmonized assessment methodology for CAPEs and SAPEs to avoid 
problems such as arose in this case. 
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Strategic 
Period 

 
Main Strategic Thrusts 

 
Operations Approved 

1995–2000 Within the context of economic growth, 
agriculture and rural access roads remained 
important development targets. Addressing 
the constraints imposed by deteriorated and 
under-capacity physical infrastructure, 
including national and provincial roads, 
initiated under the previous strategy also 
gained importance. Low-cost, all-weather rural 
roads still were seen as the most important for 
ADB support in view of the links with 
agriculture and human resource development. 
The strategy also highlighted the need for 
better maintenance of completed 
infrastructure and roads sector institutions. 
ADB’s overall strategic priority for the sector 
was to develop provincial road networks.  This 
was envisioned as being necessary to support 
rural development and foster better links 
between provincial growth centers. 
 

One public sector loan was approved 
during the period for $140 million (ADF).  
Moreover, one advisory TA grant was 
approved for $0.15 million to support 
capacity building of the Punjab 
Communications and Works Department. 

2001–2006 In 2002, ADB’s strategy on the transport 
sector focused on fewer subsectors. It moved 
away from project loans to sector 
development project loans with investment 
and policy components aimed at addressing 
issues such as corporate governance, 
institutional capacity, cost recovery, adequate 
operation and maintenance, and public-private 
partnerships. ADB's assistance aimed to 
promote regional cooperation through the 
development of transportation networks for 
roads and railways to link landlocked 
Afghanistan and the Central Asian republics to 
Pakistan and beyond. 
 

Ten public sector loans were approved 
during the period totaling $1,021 million 
(four ADF loans for $84.0 million and 
seven OCR loans for $936.9 million). In 
addition, six advisory TA grants were 
approved during the period for a total of 
$1.29 million (two to support capacity 
building in cross-border development and 
transport policy support, one roads sector 
assessment study, one environmental 
assessment study, one roads maintenance 
financing study, and one to support 
infrastructure investments). 
 
 

ADB = Asian Development Bank, ADF = Asian Development Fund, OCR = ordinary capital resources, TA = technical 
assistance. 
Source: Asian Development Bank management information systems. 
 
4. ADB entered the sector to support the expansion of the rural road network as a means 
of fostering agricultural development, and this rationale for engagement has continued to today. 
In the 1990s, the strategy was broadened to include rehabilitating national and provincial roads, 
although only one project was funded for this purpose during the decade. One large bridge 
project also was funded during this decade. After a hiatus in lending to the roads sector in the 
second half of the 1990s, operations accelerated with four province-specific projects. Prior to 
these, ADB had supported “umbrella type” (i.e., multi-province) road projects, apart from road 
operations under integrated rural development projects, which were single-province, 
geographically targeted operations. The first of the province-specific projects was a sector 
development program loan that combined an investment component for Sindh Province with a 
national policy program. These province-specific projects take a network approach, covering 
provincial highways and rural access roads, and they emphasize the soft components more. 
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Most recently, a multitranche financing facility was approved to support national highway 
development, while regional connectivity also has become an important strategic priority. 
 
5. Since 1985, ADB has approved a total of $2.1 billion for road projects,4 more than half of 
the external assistance provided to the sector. In addition, ADB has provided $6.3 million for 20 
technical assistance (TA) projects. Advisory TA has supported the formulation of ways to 
improve institutional service arrangements, greater private sector involvement in road 
development, transport policy formulation, investigation of implementation delays, and a range 
of specific sector topics. Assistance also was provided as consultancies under various projects, 
particularly on aspects of road maintenance and road safety.  
 
B. Positioning of ADB Assistance 

6. Development of an efficient transport network, including roads, generally is believed to 
be a necessary condition for economic growth and development, and a significant contributor to 
poverty reduction. In surveying the literature, Fan and Chan-Kang conclude “the reviewed 
studies generally support the hypothesis of favorable impacts of roads on production and 
productivity, as well as poverty reduction.”5 The Operations Evaluation Department’s findings 
confirm that rural roads bring substantial benefits to the poor and very poor, although the 
benefits often might be social rather than economic.6 This study also concludes that “rural roads 
are a necessary but not sufficient condition for graduating from rural poverty.” It further 
concludes that the ability of the poor to derive economic benefits “depends on their asset base 
and the entitlements to resources and opportunities that they can command.” Thus, careful 
consideration must be given to the existence of two groups of preconditions—external factors 
(e.g., remoteness, climatic and natural environment conditions, and macroeconomic context) 
and the particular structure of poverty (resource allocation and distribution, and prevailing social 
structure). 
 
7. Another Operations Evaluation Department study, which looked at how those exiting 
from poverty did so,7 noted a failure to consider these preconditions. It concluded that “many 
projects upgraded isolated rural roads in remote poor regions without connecting them to growth 
centers or road networks.” In these instances, the report concludes, “road improvement was 
neither a necessary condition nor an effective measure for poverty reduction.” Rather, in such 
remote or poorly endowed areas, the rural poor exited from poverty by migrating to areas with 
greater opportunities. The SAPE (footnote 2) conducted as an input to this CAPE also 
documented benefits from ADB’s rural roads in Pakistan.  
 
8. Based on their analysis, Fan and Chan-Fang (footnote 5) conclude that “road 
development, together with agricultural R&D (research and development), irrigation, education, 
electricity, and telecommunications, made significant contributions to economic growth and 
poverty reduction. But variations in the marginal impact of roads on growth and poverty 
reduction were large, both between different types of roads and between regions.” Another 
interesting finding of this study is that “low-quality (mostly rural) roads have benefit-cost ratios 
for national gross domestic product that are approximately four times larger than the benefit-

                                                 
4 Includes projects where the entire scope is related to roads and projects in the agriculture and natural resources 

sector which contain road components. 
5 Fan, S., and C. Chan-Fang. 2005. Road Development, Economic Growth, and Poverty Reduction in China. 

Washington, DC: International Food Policy Research Institute. 
6 ADB. 2002. When do Rural Roads Benefit the Poor and How? An In-Depth Analysis Based on Case Studies. 

Manila. 
7 ADB. 2006. Pathways Out of Rural Poverty and the Effectiveness of Poverty Targeting. Manila. 
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cost ratios for high-quality roads.” The authors also point to the important trade-off between 
economic growth and poverty reduction by investing in different regions—investment in more-
favored regions produces more growth, while investment in less-favored regions produces more 
poverty reduction.  
 
9. This summary provides a context for assessing the positioning of ADB’s assistance to 
the roads sector in Pakistan. At the broadest level, ADB’s decision to engage in the roads sector 
is sound based on (i) need and the relationship to economic growth and poverty reduction, (ii) 
ADB’s track record in providing infrastructure, (iii) client demand, and (iv) ADB’s country 
strategy for Pakistan. On this basis, positioning can be rated high.8 However, the nature of 
ADB’s engagement and positioning need to be considered in more detail before arriving at a 
conclusion. 
 
10. While ADB has delivered on its strategy of focusing on rural access roads, it approved 
only one loan for provincial highways throughout the 1990s, despite repeated reference to these 
in successive strategy documents (Table 1). Whether the earlier focus on rural access roads 
was excessive to the exclusion of other elements of the road network system can be debated. 
However, it was consistent with the early dominance of agriculture sector operations in ADB’s 
program. Funding rural access roads across Pakistan, with insufficient consideration of network 
connectivity and evaluation of whether the necessary preconditions for the attainment of 
benefits existed (paras. 6 and 7), might not have been the best use of ADB resources. The 
argument that others (principally World Bank and the Japan Bank for International Cooperation) 
were taking the lead on national and provincial highways is not particularly convincing, as the 
unmet need in these areas was considerable. Further, little evidence is available that the parties 
coordinated their projects to allow ADB’s rural access roads to link with the provincial and 
national roads that other partners or the Government were funding. Nonetheless, the political 
context for much of the period was not conducive to the more strategic approach that emerged 
after 2000. 
 
11. The early rationale for focusing on rural access roads—fostering agricultural 
development—might have been sound in better-endowed areas. It was less sound in the poor 
rain-fed areas that were the target of road components of rural development projects.  However, 
in these more poorly endowed areas, there is the question of equity and the need to address 
non-income dimensions of rural poverty to which rural access roads can contribute. This raises 
another issue with respect to positioning—namely, the division of ADB’s support for rural access 
roads between roads sector projects and rural development projects. This means that projects 
in the same sector and with the same executing agency are being processed and administered 
by different divisions in ADB—a situation that continues today. Limited interdivisional 
collaboration and coordination creates the danger of “silo management”. 
 
12. However, given the issue of preconditions raised above (paras. 6 and 7) and the 
conclusions of Fan and Chan-Fang (para. 8), the question arises whether the rural access road 
components of integrated rural development projects reduce poverty better than stand-alone 
rural access roads projects. While this might be true, no evidence is available from ADB’s 
Pakistan operations (because required monitoring and evaluation never has been carried out) 
that this is the case. An almost certain limitation is that rural access roads usually are planned 

                                                 
8  The assessment of positioning and other elements of country and sector operations performance is based on 

Operations Evaluation Department guidelines for country assistance program evaluation. ADB. 2006. Guidelines 
for the Preparation of Country Assistance Program Evaluation Reports. Manila. 
Available: www.adb.org/evaluation/guidelines

http://www.adb.org/evaluation/guidelines
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with inadequate or no understanding of the drivers of poverty in a particular locality (footnote 6). 
In addition, potential gains from an integrated approach might be offset by the increased 
complexity of the typical rural development project. 
 
13. The trade-off between economic growth and poverty reduction (para. 8) raises another 
interesting question regarding the positioning of ADB’s assistance. As indicated in para. 25, 
ADB’s assistance has aimed to contribute to economic growth and poverty reduction. However, 
ADB has not stated explicitly which should take priority. Nonetheless, its actions in supporting 
rural access roads across broad areas of the country up until 2000 show that equity 
considerations, and hence poverty reduction, were probably more important than economic 
growth. Certainly, a rationale for this prioritization can be made, particularly given the 
overarching objective of ADB. However, a more thorough analysis of the pros and cons of a 
primarily poverty focus versus one more directed to economic growth could be useful in making 
such trade-offs more explicit and more clearly justified. Policy changed distinctly from 2000. 
 
14. Another consideration in assessing the positioning of ADB assistance to the roads sector 
is that “soft” components such as road maintenance, road safety, institutional capacity, and the 
need for private sector involvement received relatively little support until the current decade, 
even though they were recognized early on. Of course, while client demand (or probably lack 
thereof) is an important consideration, ADB probably should have moved earlier and more 
aggressively to address these issues, even if only through advocacy, TA, analytical work, and 
policy dialogue in the absence of an appetite for loan support. 
 
15. While the soft components of roads sector development are given much more 
prominence in recent projects, this raises another question regarding positioning. Experience 
from other sectors in Pakistan (particularly agriculture and natural resources) has shown that 
including policy or other conditions in investment projects is often not efficient or effective. It 
almost always contributes to delayed implementation and increased implementation complexity. 
Experience has shown that if the performance of the investment project would be undermined 
by certain conditions, then these should be addressed before approving and starting the 
investment project. On the other hand, if the reforms are needed but will not affect directly or 
significantly the success of the investment project, they can be addressed most effectively 
through parallel interventions rather than as conditions or add-ons to the investment project. If, 
however, the development effectiveness in the sector is facing serious reform constraints, ADB 
should suspend lending until the policy context improves. ADB’s operations in the power sector 
in Pakistan demonstrated this approach well. While lending to the roads sector in Pakistan dried 
up in the second half of the 1990s, this did not seem to be driven by a desire to improve the 
policy environment. ADB should look at the use of conditionality and the way it addresses soft 
components in its roads sector operations. 
 
16. The earlier umbrella (multi-province) projects, which also tended to be vertical programs 
(i.e., federally administered) and were common in many sectors in Pakistan, have been 
abandoned in favor of province-specific projects. Since roads were always a provincial subject 
(and rural access roads are now a district responsibility), vertical and umbrella projects make no 
sense institutionally. Further, they complicate design and implementation, dilute ownership and 
accountability, and are more difficult to supervise. 
 
17. The recently approved multitranche financing facility is a useful means to establish a 
longer-term approach to sector development. It will be particularly useful if this allows ADB and 
the client to package investment components, reforms, and soft components into discrete 
packages to enable effective sequencing of actions (achieving necessary preconditions for 
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success first rather than establishing them as conditions) so that overall progress is not limited 
by the slowest element. 
 
18. A final consideration in assessing ADB’s positioning is whether the quantum of ADB 
assistance was right. Undoubtedly, large unmet needs remain. Based on this, ADB could have 
provided more financing. That it did not is probably a result of its focus on rural access roads, 
where institutional constraints limit the absorptive capacity. Nonetheless, ADB has provided 
more than half of the external assistance to the sector (para. 5). The present more balanced 
approach will continue to allow lending operations to grow.  
 
19. Based on these factors, ADB’s positioning of its assistance to the roads sector in 
Pakistan is rated substantial on a four-category scale of negligible, modest, substantial, or high 
(the reference in footnote 7 provides details of the assessment criteria). 
 
C. Expected Results 

1. Outputs 
 
20. As identified in the SAPE (footnote 2), ADB’s completed projects have generated most 
of the intended outputs. In total, about 500 rural access roads with an aggregate length of about 
6,356 kilometers (km) were built or upgraded with ADB assistance (Table 2). These were 
located in all four provinces and 57 of the country’s 102 districts. As a result of the 
Government’s rural road building over the past few decades, including the ADB-supported 
projects, more than half of all rural communities in Pakistan now have all-weather, motorable 
access. The corresponding figure in 1985 was less than 15%. The Provincial Highways Project 
improved 11 roads totaling 528 km. 
 

Table 2: Length of Roads Under ADB’s Program 

  Length of Road (km)  
  Rural Access  

 
Item 

Number 
of 

Projects
National Provincial Sealed Gravel 4-Wheel 

Drive Only 

Total 

A.  Completed Projects        
1.  Roads Sector 5 12 538 4,249 0 0  4,799 
2.  Other Sector 10 0 76 937 948 222 2,183 

Total Completed 15 12 614 5,186 948 222 6,982 
B.  Ongoing Projects        

1.  Roads Sector 4 867 1,991 3,700 0 0 6,558 
2.  Other Sector 6 0 210 815 2,410 210 3,645 

Total Ongoing 10 867 2,201 4,515 2,410 210 10,203 
ADB = Asian Development Bank, km = kilometer. 
Source: Operations Evaluation Mission estimates. 

 
21. The performance of the soft components associated with these loans was more mixed in 
terms of output delivery and quality. More often than not, however, the outputs were produced. 
 

2. Outcomes 
 
22. The main expected outcomes of the completed projects were the improvement of rural 
access and reduction in transport costs. These outcomes generally have been achieved. The 
volume of goods transported increased and social benefits were generated. The major source of 
these benefits appears to be the creation of all-weather access and the time savings from the 
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introduction of faster, motorized service as compared with limited or no service beforehand. The 
Provincial Highways Project has reduced travel time. The removal of restrictions on vehicle size 
crossing the river at Sukkur has allowed large, more efficient trucks to divert from other less 
direct routes. The bridge, therefore, contributes significantly to the structure of the national 
highway network, forming a key link across the Indus River. Additional details are in the SAPE 
(footnote 2). 
 
23. In contrast to the good results from infrastructure investment, ADB’s support for 
addressing non-infrastructure aspects—particularly road maintenance and safety, and 
institutional efficiency—has achieved little so far. While the outputs aimed at improving road 
maintenance were produced largely as envisaged, they have not had any appreciable effect on 
road maintenance, planning, or execution. ADB’s support for addressing the important issue of 
road safety has been limited and has not had an appreciable effect on the problem. Similarly, 
ADB’s support for institutional strengthening has had little impact. The SAPE concludes: “So far, 
ADB’s completed contribution to institutional strengthening is small and limited in scope.” In 
addition, private sector involvement has not increased significantly. Key weaknesses, such as 
the lack of funds for maintenance and safety works, institutional attitudes, and weak political will 
for reform, have tended not to be addressed. Rather, the attention was on providing hardware 
and addressing technical matters. All ongoing projects are addressing the soft issues more 
extensively. However, as the SAPE notes, “It remains to be seen whether these efforts will 
succeed in areas where past ADB-funded initiatives have failed.” As the SAPE observes, such 
“issues should not be treated as short term but addressed over the longer term.” 
 
24. Most recently, improved regional connectivity has become an important expected 
outcome, but it is too early to determine progress in this area. 
 

3. Contribution to Impacts 
 
25. The stated expected impacts of ADB’s roads sector projects show confusion between an 
impact, outcome, output, and activity. Nonetheless, the expected impacts are basically poverty 
reduction and economic growth. Empirical evidence is minimal on the extent to which ADB’s 
operations have contributed to the achievement of economic growth or poverty reduction. This 
is due in part to the failure of monitoring and evaluation, but also the inherent difficulties in 
establishing such relationships. However, it is reasonable to conclude that ADB’s rural access 
roads program has contributed to improved livelihoods and well-being for the rural poor to a 
modest or significant extent depending on locality. In some cases, the impact on the non-
income dimensions of poverty might be bigger than on income generation. ADB’s completed 
support for provincial highways and the Sukkur Bridge almost certainly has contributed to 
economic development, although their contribution to poverty reduction is limited, indirect, 
and/or hard to establish. 
 
D. Sector Assistance Rating 

1. Bottom-Up Assessment 

26. The performance assessment of ADB’s operations (including lending, TA, policy 
dialogue, and analytical work) in support of the roads sector is summarized in Table 3. The 
bottom-up assessment considers performance in terms of the direct results (outputs, outcomes, 
and impacts) from ADB’s operations. The standard evaluation criteria of relevance, 
effectiveness, efficiency, sustainability, and impact are used. Like the SAPE evaluation (footnote 
2), the CAPE bottom-up assessment rates ADB’s roads sector operations “successful”.  
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Table 3: Bottom-Up Performance Rating of ADB Operations in the Roads Sector 

Rating Criterion Maximum Score Assessment Score 
Relevance 3 Relevant 2 
Effectiveness 6 Effective 4 
Efficiency 3 Efficient 2 
Sustainability 6 Likely 4 
Impact 6 Substantial 4 
Overall Assessment 24 Successful 16 
ADB = Asian Development Bank. 
Source: Operations Evaluation Department assessment. 

 
2. Top-Down Assessment 

27. The top-down assessment (Table 4) considers performance in terms of positioning of 
ADB’s assistance, the contribution of the assistance to sector performance, and the quality and 
responsiveness of ADB’s services. 
 

Table 4: Top-Down Performance Assessment of ADB’s Roads Sector Program 

Rating Criterion Maximum Score Assessment Score 
Country Positioning 8 Substantial 6 
Contribution to Development 

Results 
8 Between Modest 

and Substantial 
5 

ADB Performance 8 Between Modest 
and Substantial 

5 

Overall Assessment 24 Partly Successful 16 
ADB = Asian Development Bank. 
Source: Operations Evaluation Department assessment. 

 
28. The positioning of ADB’s assistance is rated substantial for reasons outlined in paras. 6–
18. ADB’s assistance contributed to the achievement of outcomes that enabled pro-poor growth, 
social development, and good governance. However, performance lagged expectations in 
important aspects. In addition, the focus on rural access roads, as well as the lack of 
assessment of whether the preconditions for achieving desired impacts existed, contributed to 
an assessment of modest on the criterion of contribution to development results. Had the soft 
components of ADB’s operations been more successful, and had a more integrated approach to 
roads sector development been adopted earlier, the rating would have been higher. ADB’s 
performance also is rated modest, given the identified deficiencies in the strategy (the current 
strategy is much improved), insufficient attention to partnerships (although duplication was 
avoided), and a failure to address corruption and other governance issues to any significant 
extent. On the other hand, ADB has maintained roads sector expertise in the Pakistan Resident 
Mission for a number of years, which is commendable. Offsetting this, the division of 
responsibility for rural access roads across two divisions and the general lack of coordination is 
an issue that needs resolution. 
 

3. Overall Sector Performance Assessment 

29. Based on the bottom-up and top-down assessments, the CAPE assesses ADB’s 
program in the roads sector “successful”. 
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E. Issues Facing the Sector 

30. The supporting SAPE (footnote 2) comprehensively addresses the issues facing the 
roads sector.  
 
F. Recommendations 

31. The CAPE supports the following recommendations made in the roads sector SAPE: 
 

(i) Ways must be found to address the defects noted in the planning and design of 
past road projects. 

(ii) A sector road map is required that includes a clear set of steps to be taken by the 
Government, ADB, and other development partners to improve road maintenance. 

(iii) The sector road map should include a time-bound series of actions that the 
Government, ADB, and other development partners will take to improve traffic 
safety. This involves working with non-road-related agencies of government. Such 
an approach is necessary for good traffic management and safety practices. 

(iv) The sector road map should include policy and institutional support, as well as 
lending, to encourage greater private sector involvement in the roads sector. This 
will require the public and private sides of ADB to work together to help achieve 
this objective. 

 
32. The CAPE findings support the current strategy of province-specific projects, increased 
use of the multitranche financing facility, a network approach to road development rather than a 
focus on selected elements of the network, increased emphasis on the soft components of 
roads sector performance, and a strategy of fostering regional connectivity. The CAPE makes 
four further recommendations: 
 

(i) ADB should de-link the policy conditionality elements from investment projects. 
These issues should be addressed separately, and before the investment project if 
necessary for its success. 

(ii) ADB should continue to grow its assistance to the transport sector. 
(iii) In so doing, the number and skill areas of the staff in the Pakistan Resident 

Mission should be built up. 
(iv) The infrastructure division needs to be involved in all roads sector operations that 

form components of projects in other sectors. 
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CLIENT PERCEPTIONS ON AREAS WHERE ADB CAN IMPROVE ITS PERFORMANCE AS 
A DEVELOPMENT PARTNER1

 
A. Client Perceptions of ADB’s Business Processes 
 
1. Clients expressed the following views on ADB’s business processes: 
 

(i) Clients consulted universally and strongly held the view, based on many quoted 
examples, that Asian Development Bank (ADB) is a very inefficient organization. 
Its slow and cumbersome procedures for procurement and consultant 
recruitment are seen as a significant problem hindering the efficient 
implementation of projects. In offering this view, most recognized faults on the 
Government side as well. 

(ii) ADB increasingly is seen as more bureaucratic than the Government—“the 
Government is reforming and becoming less bureaucratic, but ADB is not.”  

(iii) Clients recognized the irony of ADB promoting and supporting decentralization in 
Pakistan and the virtues of transparency, but not “practicing what it preaches.” 

(iv) ADB’s one-size-fits-all approach to its processes and procedures is not seen as 
appropriate, even within Pakistan (i.e., clients believe distinctions need to be 
made among provinces and agencies, depending, for example, on their 
demonstrated ability to comply with ADB norms and procedures). 

(v) ADB is seen by clients to be involved in too many minor (administrative) 
decisions, with a consequent lack of attention to the important (development) 
issues. 

(vi) Delays caused by ADB’s slow response time (specific examples were given), as 
well as the requirements of complying with ADB’s standards and processes, 
impose real costs on the country. Examples include higher commitment fees, the 
need to re-budget counterpart funds if these cannot be released within the 
financial year in which they were budgeted, the need for re-tendering when 
consultants cannot make themselves available for extended periods, etc. 

(vii) Client’s see ADB’s multiple control points on a single decision (e.g., consultant 
recruitment) as being unnecessary. 

(viii) Clients recognized the dichotomy of very close controls on project expenditure, 
while counterpart funds from program loans have almost no controls—“for 
counterpart funds from program loans, only country systems are used.” 

(ix) Clients see that ADB’s guidelines and procedures change too frequently, and 
that processes in train when these changes are made have to go back and start 
over again. 

(x) Some clients noted a lack of adaptation by ADB of its processing procedures to 
the countries project approval process. These should run together rather than 
being sequential. 

 
B. Client Perceptions of ADB’s Pakistan Resident Mission 
 
2. Clients expressed the following views on the Pakistan Resident Mission: 
 

(i) A lack of delegated authority (not just responsibility) to the Pakistan Resident 
Mission (PRM) is seen as a major reason for ADB’s inefficiency. Responsibility 

                                                 
1  Clients also have some positive perceptions about ADB’s performance. These are outlined in the main text and are 

not repeated here. 
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without authority was seen as adding just another layer of  bureaucracy, which 
increases inefficiency—“PRM is just another post box.” Clients generally agreed 
that the World Bank resident mission has more autonomy than the ADB’s 
resident mission. 

(ii) Clients agreed nearly universally that PRM is lacks sufficient resources in terms 
of staff numbers and the skills base. 

(iii) Clients also agreed that the resource issue must be addressed before further 
delegation of responsibility and authority to PRM takes place. 

(iv) Clients believe that PRM generally lacks “real sector expertise”. Again, PRM was 
compared unfavorably to the World Bank resident mission in this regard. 

 
C. Client Perceptions of ADB’s Loan Portfolio 
 
3. Clients expressed the following views on ADB’s loan portfolio: 
 

(i) ADB is seen as having too many ongoing loan projects in relation to the 
resources it makes available to administer and supervise these.This is 
particularly a problem in light of ADB’s processes, which require ADB approval 
for many steps during implementation (a central rather than sector agency 
perspective). 

(ii) Clients see little integration across projects, particularly where these involve 
different divisions of ADB (particularly an issue in governance operations). 

(iii) ADB’s bunching of loan approvals in the last quarter of the year undermines 
Pakistan’s due diligence process on new proposals. ADB is seen to be pushing 
clients to approve projects to meet ADB Board of Directors scheduled dates for 
loan approval. This is a commonly held view. Several clients noted ADB staff 
operates like insurance sales people. 

(iv) Similarly, many consulted believe that insufficient time is spent discussing and 
getting ownership of conditionalities and covenants during project processing and 
loan negotiations. Again, ADB is seen be driven by approval. Clients believe this 
contributes significantly to start-up delays. 

(v) Related to point (iv) clients (in particular those in the provinces) believe that ADB 
engages in too little dialogue at the provincial level and below, although some 
improvements in this area were recognized. However, often only broad concepts 
are covered, while details are not discussed or agreed upon. This causes 
problems after approval, as these issues eventually have to solved. 

(vi) Overall, most clients see consultation during project processing as being 
superficial. 

(vii) Some clients see that project preparatory technical assistance (TA) no longer 
meets their needs. These clients believe that greater responsibility should rest 
with Pakistan to design projects. However, clients generally recognized that 
Pakistan still has capacity constraints to design projects in some sectors. In 
addition, clients generally recognized the role of project preparatory TA in helping 
ensure that ADB operations comply with ADB policies. 

(viii) Some clients expressed the view that project designs were becoming overly 
complex. 

(ix) Clients generally were opposed to multi-province projects—umbrella projects 
have failed. We don’t want to get dragged down by the poorer-performing 
provinces. One size does not fit all were some of the views expressed. Similarly, 
province-level clients believed that vertical projects should be stopped. 
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D. Client Perceptions of ADB’s Non-Lending Products and Services 
 
4. Clients expressed the following views on ADB’s non-lending products and services: 
 

(i) Clients do not see ADB as the prime source of policy advice or intellectual 
leadership (this was a fairly general view, although some exceptions were noted 
in particular sectors, mainly associated with individual staff). ADB was seen, in 
the words of one client, as “a doer rather than a thinker.” The reasons given for 
ADB’s perceived lack of leadership as a source of policy advice and “thinking” 
were a lack of sector experts in PRM and ADB headquarters; a lack of analytical 
underpinning (insufficient analytical work); and an excessive reliance on 
consultants at the expense of engagement with ADB staff. Again, some 
exceptions were noted where clients pointed to the contributions of individual 
staff or teams. 

(ii) Clients’ perception of the value-added of advisory TA varied. Lack of ownership 
by the client and a lack of supervision by the client and ADB were seen as 
problems. Consultants’ performance was seen as variable, although most clients 
could point to some valuable advisory TA. 

 
E. Client Perceptions of ADB Staffing and Interaction with ADB Staff 
 
5. Clients expressed the following views on ADB staffing and their interaction with ADB 
staff: 
 

(i) Clients believe that ADB has too many less experienced professional staff. 
(ii) Staff turnover in ADB (with some exceptions) is seen as a problem. While a 

certain level of turnover was accepted as inevitable, the issue is the need for 
proper handovers and overlap, which, according to clients, often does not 
happen. Clients recognized the irony of ADB (rightly) complaining about project 
implementation unit staff turnover, but not dealing with its own performance 
problems in this area. 

(iii) Some clients noted a lack of informal communication with ADB staff, which would 
build trust and understanding, thereby leading to partnerships that are more 
productive. 

 
F. Client Perceptions of Actions Needed for ADB to Be a More Effective Development 

Partner 
 
 1. Widely Held Views 
 
6. Clients expressed the following widely-held views on actions that ADB could take. 
 

(i) Delegate more responsibility with authority to PRM. 
(ii) Move staff from headquarters to PRM—“ADB needs its best people in the field.” 
(iii) Address ADB’s relatively poor remuneration policies for national staff, which 

constrain ADB’s ability to recruit and retain good staff in PRM. 
(iv) Resolve the procurement and consultant selection bottlenecks that prevent timely 

project implementation. ADB should build country capacity in procurement and 
safeguard policies, rather than trying to ensure compliance with ADB standards 
in its own projects. 

(v) Direct more resources to analytical work in key sectors. 
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2. Other Views 

 
7. Some clients expressed views on a number of other actions ADB could take. These 
include: 
 

(i) Plan for more frequent and informal contact with key partners in government. 
Plan for more thinking together and exploration of concepts and ideas. Consider 
forming “core groups” for this purpose. 

(ii) Consider establishing ADB liaison offices at the provincial level to expand 
dialogue significantly at this and lower levels of government. However, this 
should occur only if these offices have the authority to speak on behalf of ADB, 
not just be another post box. Consider locating liaison people in key sector 
agencies (Japan does this). 

(iii) Rely less on the use of consultants and find alternative ways of using TA 
resources—e.g., to support twinning arrangements between specialized 
agencies, secondments, regional information sharing, etc. Reduce reliance on 
the use of short-term consultants, and consider instead longer-term contractual 
arrangements with recognized sector experts. 

(iv) Emphasize more private sector operations and public-private partnerships. 
Clients stressed, however, that private sector operations must be based on real 
sector expertise and be supportive of ADB’s public sector operations. Support for 
private sector operations was seen in the education and health sectors. 

(v) Remove conditionalities for policy reform from investment projects. If policy 
reform is necessary, this should be addressed first, not as part of an investment 
project. 
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PAKISTAN RESIDENT MISSION STAFF PERCEPTIONS ON  
ASIAN DEVELOPMENT BANK PERFORMANCE AS A DEVELOPMENT PARTNER 

 
A. Areas Where Pakistan Resident Mission Staff Perceive ADB Does Well 
 
1. Resident mission staff expressed the following views on areas where ADB does well: 
 

(i) Asian Development Bank (ADB) partners well with the Government and is a 
trusted partner that takes a long-term perspective. 

(ii) ADB’s decision making faces less political influence than some other 
development partners. 

(iii) ADB is responsive and flexible in adjusting its program to changed 
circumstances, opportunities, and client priorities. 

(iv) ADB is very open to collaboration. 
(v) ADB’s economic work has improved and is perceived as independent. The 

Pakistan Resident Mission (PRM) has produced, or contributed to, some 
excellent analytical work. 

(vi) ADB has done well in infrastructure operations and governance. It has done 
important work on poverty reduction in Pakistan. 

(vii) PRM does well in project administration and supervision. It brings greater realism 
to projects and makes them less complex, often through major restructuring after 
delegation. 

 
B. Areas Where Pakistan Resident Mission Staff Perceive ADB Does Less Well 
 
 1. Policy Advice 
 
2. Resident mission staff expressed the following views on areas where ADB does less 
well: 
 

(i) ADB does not leverage the size of its assistance program with serious policy 
advice—“ADB has not capitalized on its lending volume.” Two reasons are seen 
for this. First, some background analysis has deficiencies, and sector expertise is 
lacking in general. Second, PRM suffers from an even greater deficiency in 
sector expertise, and is limited in its ability to respond to needs (e.g., of weaker 
provinces) and opportunities—and lacks the mandate to do so. By contrast, 
World Bank can tap into international expertise at the highest level. 

 
2. Portfolio Management and Development Results 

 
3. Resident mission staff expressed the following views on portfolio management and the 
achievement of development results: 
 

(i) Delegation of project administration to PRM lacks real meaning, as authority for 
the most significant areas affecting implementation (procurement and consultant 
selection) remains with headquarters. 

(ii) Difficult or “at risk” projects tend to be delegated. Delegated projects do not 
always match the skills and experience of the PRM staff. 

(iii) When responsibility for a function is delegated, the underlying assumption is that 
the capacity in the resident mission is at least equal to that in headquarters. 
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However, the reality is that delegation of responsibility is not accompanied by 
recognition, resources, or incentives. 

(iv) When projects are delegated, the documentation base generally is woefully 
inadequate. 

(v) ADB makes excessive use of consultants—“the intellectual work is contracted 
out, while ADB staff is overloaded with administrative work.” For example, an 
estimated 70% of national officer time is taken up dealing with procurement 
issues. Obviously, little time remains to focus on development results. This is 
inefficient, reduces effectiveness, and causes staff frustration. 

(vi) ADB makes decisions that executing agencies should make. Sometimes ADB’s 
decisions conflict with the law of Pakistan, causing delays while this is sorted out. 

(vii) ADB’s response time to clients is far too slow, although staff recognized that 
problems with executing agency submissions are also part of the problem. 
However, for example, ADB’s quality and cost-based selection method for 
consultants requires four reviews by ADB, with an average elapsed time of 8 
months to recruit a consultant. 

(viii) Most of the problems of implementation involve procurement, consultant 
selection, and implementation arrangements. However, these aspects receive 
only three brief paragraphs in the report and recommendation of the President. 
Resident mission knowledge and experience on these aspects is rarely captured 
in the design of new operations. 

 
3. Staffing Matters 

 
4. Resident mission staff expressed the following views on staffing matters: 
 

(i) Changes to the benefit package for international staff have reduced significantly 
the incentives for staff to relocate to PRM. 

(ii) World Bank is paying around 30% more for comparable national staff, meaning 
ADB has difficulty recruiting and retaining staff. 

(iii) ADB staff change more frequently than is desirable. ADB sets norms it expects 
the Government to adhere to (e.g., a project manager should be appointed for a 
minimum of 3 years). However, in one extreme example, one of its projects had 
seven ADB project officers in 6 years. 

 
4. Other 

 
5. Other views expressed by resident mission staff include: 
 

(i) The Government talks to PRM as the representative of ADB, and expects PRM 
to be able to respond on behalf of ADB. The Government is not concerned about 
what is delegated and what is not. Staff who interface with the Government need 
to be informed and empowered to speak on behalf of ADB. 

(ii) Much of PRM staff time is spent on addressing crises. While staff recognize that 
this type of work will always be needed, staff shortages mean that it tends to 
dominate. 

(iii) The traditional manner of preparing projects is not effective or efficient. Project 
preparatory technical assistance (TA) and the preparation process takes too 
long, and the outputs of project preparatory TAs are often disappointing because 
of limited headquarters supervision and engagement by PRM. This results in the 
need for substantial remedial work. 
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(iv) PRM staff note that projects are frequently too complex, as are the 
implementation arrangements. 

(v) In Pakistan, consultants and contractors represent a serious human resource 
constraint. ADB’s established rates are no longer competitive, meaning it is 
increasingly unable to retain good consultants or contractors. 

 
C. Steps Pakistan Resident Mission Staff Believe ADB Should Take to Improve its 

Performance 
 
6. Resident mission staff expressed the following views on actions ADB could take to 
improve its performance: 
 

(i) Urgent steps need to be taken to strengthen the sector expertise available in 
PRM. 

(ii) Greater decentralization of authority is required, and the country director of PRM 
needs to be empowered to act on behalf of ADB. 

(iii) While lending will remain highly relevant in the medium term, ADB needs to have 
the capacity to support and encourage the Government to stay the course on 
reforms. As part of this, ADB’s ability to carry out analytical work needs to be 
enhanced. ADB should aspire to provide high-quality policy advice and ideas. 

(iv) Private sector operations and public-private partnerships should be prioritized. 
(v) ADB must get out of “ring fencing” its projects and instead build government 

systems as a whole. 
(vi) ADB needs to be more responsive to country directions and drop its inflexible 

approach. 
(vii) ADB needs to stop micromanaging projects. 
(viii) The technical capacity of PRM professional staff can be freed up by reducing the 

administrative load—e.g., through the recruitment of a specialist to deal with 
procurement.  

(ix) Staff skills and expertise must be matched with the program direction. 
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