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RISK ASSESSMENT AND RISK MANAGEMENT PLAN (SUMMARY)1 
 
A. Risk Assessment 
 
1. Bangladesh continues to face major governance challenges. Corruption and 
weak government effectiveness reduce the development impact of government 
investments and add to investors’ cost of doing business. Transparency and 
accountability in governance need stronger commitment. Enhancing the rule of law is 
crucial to continued economic prosperity and social inclusion. Priority needs to be 
attached, in particular, to strengthening the anticorruption institutions.  
 
2. Establishing good governance is identified as a priority area in the Sixth Five-
Year Plan, FY2011–FY2015.2 The vision of the Government of Bangladesh is to ensure 
an effective parliamentary process, sound law and order, pro-people public services, an 
improved legal and judicial system, strengthened local governance, and a corruption-
free society with social justice. In recent years, the government implemented several key 
governance reforms, including establishing independent information and election 
commissions, enacting a public money and budget management law, setting up energy 
and telecommunication regulatory commissions, enacting uniform public procurement 
law and rules, and expanding e-governance in the public sector.  
 
3. In line with the second governance and anticorruption action plan of the Asian 
Development Bank (ADB), a governance risk assessment (GRA) and risk management 
plan has been prepared. In addition, risks were assessed and management plans 
prepared for three sectors of ADB involvement: power, transport, and education.  
 
4. Public financial management. Public Financial Management (PFM) reform has 
been undertaken to make resource allocation more effective, prioritize spending, and 
increase budget execution capability. The Public Expenditure and Financial 
Accountability3 supports integrated and harmonized approaches to assessment and 
reform for public expenditure, procurement, and financial accountability. As a result, 
information on fiscal and resource management is now more accurate and better 
presented. Auditing capacity has been strengthened and performance auditing 
introduced. Despite the progress made, major risks remain because of (i) weak budget 
preparation capacity and the separation of the capital and non-development budgets, (ii) 
large off-budget fiscal activities of local governments and public sector corporations, (iii) 
little effort to mobilize revenues, and (iv) limited performance reporting. As government 
accounting and auditing do not meet international standards, updated standards need to 
be introduced and enforced. Internal audit units are weak and lack capable and 
adequately trained staff. 
 
5. Public procurement. Public procurement standards have improved since the 

                                                 
1 This summary is based on the main findings and recommendations of Asian Development Bank. 2010. 

Governance Risk Assessment and Risk Management Plan. Dhaka; Asian Development Bank. 2010. 
Sector Level Risk Assessment and Risk Management Plan. Dhaka.   

2  Government of Bangladesh. Planning Commission, Ministry of Planning. 2011. Sixth Five-Year Plan: 
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3 Public Expenditure and Financial Accountability is a partnership of the Department for International 
Development of the United Kingdom, European Union, French Ministry of Foreign Affairs, International 
Monetary Fund, Royal Norwegian Ministry of Foreign Affairs, Swiss State Secretariat for Economic Affairs, 
and World Bank.  
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introduction of the Public Procurement Regulations in 2003, Public Procurement Act of 
2006, and Public Procurement Rules of 2008. Still, public procurement is the major 
source of corruption in Bangladesh. Inconsistently applied rules and the lack of 
standards have created opportunities to violate or misinterpret the rules and resort to 
illegal, unethical, and noncompetitive procurement practices. The GRA has identified as 
major risks rising instances of collusion and cartel behavior, limited capacity to 
implement new rules and regulations, and amendments to the act and regulations that 
are inconsistent with good procurement practices. Greater financial delegation and 
simplified approval processes are needed, as are intensive oversight and more effective 
accounting and auditing procedures. Procurement must be better managed, and 
stronger confidentiality mechanisms need to be in place. 
 
6. Anticorruption. In addition to strengthening the Anticorruption Commission 
(ACC) and revising the ACC law in line with the United Nations Convention against 
Corruption, the annual declaration of assets by public servants and lower-court judges 
has been instituted, and a mechanism for handling grievances has been established in 
line ministries and agencies. The separation of the judiciary from the executive helps 
ensure neutrality and transparency in the justice system. The Public Service 
Commission has been reorganized, and civil service recruitment rules have been revised 
to ensure merit and transparency in public service selection. The 2010 Right to 
Information Act is expected to contribute to a more transparent and accountable 
government. Despite the progress noted, corruption is still perceived to be a major 
concern throughout the public sector. Immediate needs are to (i) ensure greater integrity 
in public procurement, (ii) ensure that the ACC operates independently and with 
adequate capacity, (iii) empower the ACC as an independent public prosecutor, (iv) 
make annual asset declaration compulsory for the civil service, (v) improve grievance 
handling mechanisms in the line ministries, and (vi) draw on the draft national integrity 
strategy to develop an effective anticorruption action plan and strategy. 
 
7. Sector risks. The governance risks in PFM, procurement, and anticorruption at 
each sector level mirror national risks. There are, in addition, several sector-specific 
risks that were identified in the GRA. In education, risks relate to the politicization of 
administration, use of public property for personal gain, a lack of knowledge of 
procurement rules, the misuse of financial resources, and the extraction of government 
subvention for nonexistent teachers and students. In transport, irregularities in design, 
procurement, and supervision contribute to poor asset quality and high costs. Slow 
reform in the railway sector and long start-up delays for transport projects in general 
hamper the effective use of limited government resources. In the power sector, low gas 
and electricity pricing and political preferences for allocating gas have contributed to 
waste and resource misallocation. Continued underpricing in the power sector meant 
sector reforms were unable to offset the financial losses of state-owned entities.  
 
B. Risk Mitigation 
 
8. Core interventions. ADB's program of assistance to the government has, as its 
core, a focus on good governance and anticorruption. ADB's strategy for good 
governance in Bangladesh recognizes that building good governance capacity is a long-
term challenge and that concerted attention needs to be paid to transforming 
organizations and building credible and strong institutions. ADB’s policy dialogue with 
the government and capacity-building support on governance should continue to focus 
on reducing corruption; improving PFM, public management, and procurement; and 
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developing institutional capacity. ADB's governance interventions are expected to help 
the government to formulate and implement a country-specific anticorruption vision and 
strategy; strengthen consensus on good governance, integrity, and anticorruption 
reforms in the country; improve the performance and transparency of key institutions 
mandated to fight corruption; and strengthen corruption-prevention mechanisms. 
Together with other development partners, ADB will encourage the government to 
deepen its procurement and anticorruption reforms. ADB procurement guidelines will 
continue to be applied and capacity-building on improved procurement practices 
included in ADB sector projects. 
 
9. ADB has provided support through loans, technical assistance, and knowledge 
activities. It has worked with line agencies to improve auditing and PFM and ensure 
transparency in procurement through strict adherence to ADB Procurement Guidelines 
(2010, as amended from time to time). ADB played a key role in helping the government 
undertake critical governance reforms, including reconstituting and making operational 
the ACC, separating the judiciary from the executive branch of the state, enacting laws 
on money laundering and the right to information, and ratifying the United Nations 
Convention against Corruption. ADB is supporting land record digitization and the e-filing 
of tax returns. Several technical assistance projects were provided to build capacity in 
the ACC, improve civil service management, and reform the judiciary. 
 
10. National risk mitigation actions. Steps should be taken to mitigate fiduciary 
risks by helping the government to improve PFM, strengthen procurement processes, 
and improve anticorruption systems. Nationally, mitigation efforts will strengthen the 
development of PFM systems, build capacity for effective financing management, and 
encourage the use of international standards and private firms for external audit, 
requiring performance audits for selected ADB projects. Anticorruption support will be 
continued in the ACC, and the government will be encouraged to approve and adopt the 
National Integrity Strategy. 
 
11. Sector risk mitigation actions. Sector risks will be mitigated in all major sector 
operations in line with GRA recommendations and mitigation plans.4 Where feasible and 
appropriate, strengthening PFM, improving procurement processes and procedures, 
building anticorruption capacity, and developing institutional capacity will be common 
areas of focus in all sectors of ADB support. In education, there is a need for better 
financial manuals for the schools, improved accounting frameworks, more 
decentralization of financial management authority, greater community involvement in 
overseeing civil works, the establishment of a teacher registration board, and improved 
service practices. In transport, procurement reform and the routine application and 
follow-up of performance audits are high priorities. In the power sector, tariff reform, 
independent regulation, and the introduction of performance evaluation management 
and total quality management systems are high priorities. 
 

                                                 
4 Detailed sector risk mitigation actions, targets, and benchmarks are in ADB. 2010. Sector Level Risk 

Assessment and Risk Management Plan. Dhaka.   


