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EXECUTIVE SUMMARY 
 
 

In 1995 the Asian Development Bank (ADB) became the first multilateral development 
bank to formally adopt a governance policy that applied to all its operations. In 1998, ADB 
adopted an anticorruption policy that recommended a number of actions and called for the 
implementation of both policies to be reviewed at a later date. This was the first review of ADB’s 
experience in implementing its governance and anticorruption policies and the 2000 governance 
action plan. The purpose was to identify issues requiring attention, to capture lessons learned, 
and to provide recommendations on the way forward. The review involved consultations with 
over 100 staff and consultations in five developing member countries (DMCs) with over 300 civil 
society and public sector participants. Following agreement on the proposals in this report, a 
governance and anticorruption action plan will be prepared as part of ADB’s second medium-
term strategy.  

 
Implementing the policies has taken place in an environment of change arising from an 

evolving global development agenda. The transition of many countries in the region to market 
economies; the trend toward devolution of power to local authorities, the Millennium 
Development Goals, the Monterrey Pledge, the Rome Declaration on Harmonization, and the 
Paris Declaration on Aid Effectiveness have all influenced the approaches adopted by DMCs 
and donor agencies to improving governance. Strategic and policy developments at ADB have 
also influenced implementation. Overall, efforts to raise the profile of governance in the region 
have been successful.  
 
Governance Policy 
 
 According to the 2000 governance action plan and ADB’s business processes 
introduced in 2002, governance and sector assessments should (i) support sector-wide 
approaches to programming; (ii) provide an approach to support DMCs in governance; (iii) guide 
development of sound governance performance indicators; (iv) determine the country strategy 
and program (CSP) focus; and (v) identify governance risks and inform mitigation measures. 
These objectives have been only partially attained.  

 
For the period 2000–2004, nearly 6% of ADB loans and 18% of technical assistance 

activities were for governance programs and projects. Ordinary capital resources funds were 
used to finance 74% of the lending, with the highest demand being for public financial 
management support. Although there is no particular trend over time for lending, feedback from 
consultations indicates that countries are cautious about borrowing for governance assistance. 
Analysis of governance technical assistance projects reveals that most were stand-alone small-
scale initiatives with an average duration of 16 months and an average value of $500,000. Only 
19% of the technical assistance resources utilized for governance were used to support 
governance loans. The strategic utilization of technical assistance resources to address critical 
governance issues over the long term could be significantly improved.  

 
A significant part of ADB’s support for improving governance and developing institutions 

is provided through sector programs and projects. Understanding the institutional framework 
and the political economy in which these will be implemented is essential. This review found that 
integrating governance and institutional development with infrastructure investments using 
sector lending and sector development approaches has become less effective over time. 
Overall current approaches often suffer from lack of flexibility and an inability to allocate 
technical assistance resources to long-term institutional development.  
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The action plan emphasized the need for ADB to work collectively with other MDBs and 

bilateral agencies at the country level. Experience in recent years has shown that alliances and 
partnerships operate at a number of levels and are increasingly powerful mechanisms for 
promoting development effectiveness. But more concerted effort is required to deliver 
commitments made on harmonization, alignment, country ownership, and use of country 
systems.  
 
Anticorruption Policy 
 

Over the last few years, DMC governments have been increasingly willing to speak 
openly about corruption and to lead anticorruption efforts. ADB has sought to increase the 
integrity of its own operations by (i) strengthening procurement systems and procedures, (ii) 
requiring independent internal reporting, and (iii) providing staff training and seminars. There 
have been a number of successes in dealing with allegations of fraud and corruption in project 
procurement activities and in improving awareness of the anticorruption policy and related 
procedures among ADB staff and DMC governments. Overall, the review was impressed by 
ADB’s continuous efforts to review and strengthen its procurement procedures, and to close 
loopholes in procurement guidelines. Inadequate fiduciary and corruption risk assessments at 
the country and sector levels have, however, reduced the effectiveness of ADB’s efforts to deal 
with corruption. As part of ADB’s broader work on governance, greater consideration needs to 
be given to the new opportunities for corruption brought about by globalization, the regional 
transition to market-based economies, and the growth of decentralization.  
 

The CSP provides an entry point through which a DMC government can address 
corruption in ADB operations and in the country itself. Measures to limit the incidence and 
impact of corruption in ADB operations through corruption and fiduciary risk assessments have 
only been partially implemented. Only one loan and seven technical assistance projects were 
assessed as addressing corruption during the period 2001–2004, suggesting that ADB staff do 
not systematically link project design elements to reducing opportunities for corruption.    
 

During consultations, staff noted that insufficient attention is paid to ensuring adequate 
transparency provisions or monitoring arrangements to make corruption more difficult. 
Furthermore, ADB’s project administrative instructions do not provide clear guidance on the 
precise role of project review missions in addressing corruption. In particular, national staff in 
resident missions (RMs) lack practical guidance notes and training programs to help them 
detect and assess early signs of malfeasance. There is serious concern about the real extent of 
corruption in ADB projects and the current degree of underreporting. ADB should greatly 
expand its partnerships with other international development agencies to help DMC 
governments develop strategic and coordinated approaches to fighting corruption. 
 
Organization and Staffing 
 

Major changes in ADB’s internal and external environments have had profound 
implications for ADB’s governance staffing and expertise. Although support for improving the 
quality of governance is central to ADB operations, there is no basis for determining the 
allocation of governance specialists in operations, although the appointment of governance 
specialists in some RMs has been a success. However, ADB lacks a critical mass of in-house 
expertise to implement its policies and critical governance posts remain vacant.  
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One clear message from the internal consultations was that ADB’s current incentive 
system does not encourage staff to put extensive effort into the strategic, upstream governance 
work outlined in the policies. There is no agreed basis or framework for organizing and 
coordinating critical governance work in regional departments (RDs) and RMs in a manner that 
ensures accountability and provides focus.  
 
Main Conclusions 
 

The governance policy and 2000 governance action plan have wide aspirations and 
some critical requirements. The governance policy has meant that ADB has taken on an 
extensive governance agenda of lending and non-lending activities resulting in minimal focus, 
too many small projects of short duration and staff resources spread too thinly. There are 
important governance posts that remain vacant and minimal investment in succession planning. 
Critical functions are too often compromised by organizational pressure to process loans.  
  

Governance Policy. There is need to focus and prioritize governance activities: in areas 
where there is greatest demand from DMCs; and for public financial management and 
procurement systems to enable ADB progress toward adopting the DMCs’ systems in its 
country operations. An approach that allows DMCs and ADB to work in partnership over a long 
time frame (7–10 years) and in a flexible process-oriented way to enable institutional 
development of a sector or subsector is required. ADB should move away from mandatory 
governance assessments and ensure access to and effective utilization of up-to-date knowledge 
on governance, and institutional and corruption challenges, to achieve sustainable development 
at country level. Much greater use should be made of the performance-based allocation process 
for Asian Development Fund countries to promote policy dialogue, identify areas for governance 
support, and agree governance performance indicators. Implementation of the policy can only 
be undertaken through specific actions that forge much stronger strategic alliances and 
partnerships with the international development community.   
 

Anticorruption Policy. ADB needs to renew its corporate commitment to the 
anticorruption agenda. All CSPs should include fiduciary and corruption risk assessment and 
how ADB investments are designed to minimize risks of corruption during implementation. 
Specific measures will be required to harness the insights of civil society stakeholders, address 
corruption in projects more effectively, improve guidance and training on anticorruption 
measures, and realign staff incentives through an updated staff code and better publicity and 
communications. Management should reinforce the message that heads of departments and 
managers preventing or deterring staff from reporting allegations of corruption are committing 
an offence and may be disciplined.  
 

Organization and Staffing. ADB must be clear about the roles, responsibilities, and 
accountabilities of units involved in implementing the policies. It must define a basis for 
determining governance and anticorruption workloads and the number of positions for 
governance specialists in RDs and RMs. Sector divisions must enhance their capacity for 
governance and institutional appraisal and identify institutional development specialists in 
priority sectors.  
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Recommendation and the Way Forward 
 
Recommendation. It is recommended that a multi-disciplinary working group 

representing key departments1 be set up to consider the findings of this review and prepare a 
prioritized, results oriented governance and anticorruption medium-term action plan supported 
by an accountability framework and a resources estimate. The Governance Committee2 should 
constitute the working group, which should report to Vice President, Knowledge Management 
and Sustainable Development. The action plan should be designed and implemented in a 
manner that addresses ADB’s broad commitment to development effectiveness; thus, 
appropriate frameworks must be developed to ensure that results in these key areas are 
achieved. Future reviews and action plans should be more fully aligned with corporate business 
planning cycles.   
 

Resource Implications. As noted earlier, the failure to consider resource implications 
was one of the shortcomings of the 2000 governance action plan. In converting the review’s 
conclusions into an action plan, careful consideration needs to be given to what is within the 
institution’s capability of accomplishing, and above all its corporate priorities. It is important to 
note that some conclusions if implemented, will in fact lead to cost savings.3 Others will require 
more resources from ADB if its commitment to the two policies is to be credible. In drawing up 
the new action plan, these issues should be examined.  
 

Transaction Cost Implications for DMCs. Effective implementation of the conclusions 
are likely to lead to reduced transaction costs for DMCs as the major thrust of the conclusions is 
concerned with focusing on a few sectors and governance themes; having fewer, larger, and 
longer term initiatives; harmonizing systems and processes with other donor practices; 
conducting joint diagnostics and missions; and using country systems.   
 

 
 

 
 

 

                                                 
1 The group should involve heads of departments (with deputy heads as alternatives) with representation from the 

RDs, RMs, Office of the Auditor General (OAG), Regional and Sustainable Development Department (RSDD), 
Central Operations Services Office, Office of the General Counsel, Controller’s Department, and Budget, 
Personnel, and Management Systems Department, but should also draw on other institutional resources such as 
the NGO Center in RSDD. Special measures will be taken to ensure OAG’s role in the working group will not 
compromise its independent status.  

2 The Governance Committee is chaired by the Deputy Director General, RSDD; and comprises the Auditor General, 
three governance specialists, an economist, and a counsel. 

3 Conclusions 1, 3, 4, and 9 in particular should reduce staff costs and improve effectiveness.  



 

I. BACKGROUND AND INTRODUCTION 

A. Introduction  
 
1. In 1995, the Asian Development Bank (ADB) became the first multilateral development 
bank (MDB) to formally adopt a governance policy to promote sound development 
management. The policy, Governance: Sound Development Management, applied to all ADB 
operations in Asia and the Pacific (hereafter “the region”). In 1998, as ADB’s commitment to 
good governance grew, ADB adopted an anticorruption policy that recommended a number of 
actions and called for a review of the implementation of the governance and anticorruption 
policies (hereafter “the policies”). This report presents the findings and recommendations from 
the review.   
 
B. The Policies 
 
2. Governance Policy. According to the executive summary of the policy, “The Bank will 
integrate governance dimensions into its operations. To the extent possible, Bank-supported 
programs and projects will be designed such that they raise governance quality in the sectors 
concerned.” Consistent with the World Bank’s 1992 report Governance and Development, 
governance is defined as, “… the manner in which power is exercised in the management of a 
country’s economic and social resources for development.” The policy further conceptualized 
governance as, “… the management of the development process involving both the public and 
private sectors. It encompasses the functioning and capability of the public sector, as well as the 
rules and institutions that create the framework for the conduct of both public and private 
business.” After laying out this definition, the policy goes on to (i) outline the reasons why 
governance matters for equity and pro-poor development; (ii) justify ADB’s engagement with 
governance and clearly differentiate institutional development from involvement in domestic 
politics; (iii) set out four basic elements of good governance (accountability, predictability, 
participation, and transparency) including identifying action areas for each; (iv) emphasize the 
need for flexible, country-specific approaches; and (v) propose increased governance 
resources,4 including staff redeployment and strengthening of in-house expertise in governance 
and institutional development. 
 
3. Anticorruption Policy. The anticorruption policy agreed in July 1998 and supplemented 
in November 2004 committed ADB to (i) zero tolerance for corruption in its own activities,5 (ii) 
consideration of corruption more explicitly in the formulation of country strategies and programs 
(CSPs), (iii) strengthen procurement, (iv) update the code of conduct for ADB staff, (v) establish 
independent internal reporting, and (vi) adopt improved loan supervision and oversight and 
conduct staff training and seminars. It led to the establishment of the Anticorruption Unit of the 
Office of the Auditor General (OAG) as the designated contact point for allegations of fraud or 
corruption among ADB projects or staff.6  
 

                                                 
4 Staffing, staff training, staff consultants, business travel, and loan and technical assistance resources. 
5  The policy has four objectives: (i) supporting competitive markets and efficient, effective, accountable and 

transparent public administration as part of ADB’s broader work on governance and capacity building; (ii) 
supporting promising anticorruption efforts on a case-by-case basis; (iii) improving the quality of ADB’s dialogue 
with its developing member countries  on a range of governance issues including corruption; and (iv) ensuring that 
ADB staff adhere to the highest ethical standards. 

6 The Anticorruption Unit of OAG was re-designated the Integrity Division on 1 January 2005. The acronym OAGI is 
used throughout this report for the Integrity Division of OAG.  
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4. ADB Charter. ADB’s sovereign document, the Charter, requires that all ADB operations 
follow sound banking principles. It specifically requires ADB to correctly assess a borrowing 
country’s ability to meet its obligations under the terms of loan contracts and to use loans, 
guarantees, and participation only for the agreed purpose.7 In this context, corruption 
undermines the effectiveness of investments made in developing member countries (DMCs) by 
increasing nonproductive debt and undermining business confidence. These Charter issues 
were taken into consideration in developing the anticorruption policy. The underlying Charter 
mandate has required ADB to engage in activities such as (i) conducting rigorous fiduciary 
assessments of managers of project loans (comprising the bulk of the ADB’s assets); (ii) 
carefully designing and closely supervising loans to minimize corruption; and (iii) making 
concentrated efforts to detect and act on proven malfeasance.  
 
C.  Terminology 
 
5. While the governance policy refers to governance as the rules and institutions that 
create the framework for the conduct of the public and private sectors and identifies developing 
capacity for achieving good governance as a central piece of ADB activity, it does not define 
institutions or capacity development. The literature has not yet settled on a standard definition of 
“institution” and the term is often used to satisfy a range of meanings.8 Institutional development 
and capacity development are often less well understood and the terms “governance,” 
“institutional development,” and “capacity development” tend to be used interchangeably. This 
review uses the terminology adopted by Organisation for Economic Co-operation and 
Development, Development Assistance Committee (OECD DAC) Network on Governance for 
institutions and capacity development: “Institutions” 'formal rules, informal constraints - norms of 
behavior, conventions, and self imposed codes of conduct─and their enforcement 
characteristics'.9 To distinguish these formal and informal “institutions” from organizations, 
institutions can be viewed as the “rules of the game” and organizations the “players.” “Capacity 
development” is the process whereby people, organizations, and society as a whole unleash, 
strengthen, create, adapt, and maintain capacity over time and also refers to the process of 
improving the functioning of organizations.  
 
D. Review Purpose, Scope, and Methodology  
 
6. Purpose of this Review. This is the first combined review of the implementation of the 
two policies as well as the first review involving consultations with internal and external 
stakeholders. The purpose is to assess ADB’s experience in implementing the policies including 
the governance action plan,10 to identify issues requiring attention, to capture lessons learned, 
and to provide recommendations on the way forward.11  
 
7. The review assesses implementation in the wider external development context and in 
ADB’s policies and strategies. Following agreement on the recommendations of this report, a 

                                                 
7 ADB. 1966. Charter Article 14 vi, xi, and xiv. 
8  The Governance Resource Center Exchange provides the most comprehensive information base and definitions 

on institutions and institutional development and is available on http://www.grc-
exchange.org/g_themes/cc_institutionaldevelopment.html. 

9 OECD DAC draws on the description of institutions in North, Douglas 1990. Institutions, Institutional Change and 
Economic Performance.  

10  ADB. 2000. Promoting Good Governance─ADB’s Medium-Term Agenda and Action Plan. Manila.   
11 Earlier reviews of the implementation of the Governance Policy were conducted in 1998 and 2000, with a progress 

report being submitted to the Asian Development Fund (ADF) VIII mid-term review meeting in 2003. The key 
challenges, lessons learned, and priorities from these reviews are in Appendix 1. 
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governance and anticorruption medium-term action plan will be prepared as part of ADB’s next 
medium-term strategy (MTS). That action plan will operationalize the agreed recommendations 
by specifying desired results, how those results will be achieved, responsibilities/accountability, 
an implementation timeline, and resource implications. 
 
8. Scope of Current Combined Review. The review sought to (i) assess how the policies 
have been implemented within the context of ADB’s business processes and organizational 
arrangements; (ii) assess the effectiveness of implementation at the sector level;12 and (iii) 
review and assess ADB’s anticorruption efforts. It focused on implementation in the context of 
forging strategic, long-term partnerships with DMCs through the CSP and on the design, 
implementation, monitoring, and evaluation of projects. As documented in the recently revised 
classification system, the categories of work covered by the review and the policies include (i) 
national government administration, (ii) law and judiciary, (iii) public finance and expenditure 
management, and (iv) anticorruption. The review assessed the extent to which the governance 
and anticorruption issues identified in sector and governance assessments influenced the shape 
and sector composition of CSPs. It also considered how the assessments were used to 
prioritize and focus ADB operations and address corruption risks at both the broader level and 
more specifically in ADB projects/programs. 
 
9. Review Process. The five primary components were research and desk-based review; 
consultations with over 100 staff from 15 departments at ADB headquarters; consultations in 5 
DMCs involving over 300 civil society and public sector participants; post-consultation review, 
analysis, and a further round of internal stakeholder meetings; and production of the report.13 
Opportunities for internal and external inputs and consultations were maximized throughout; 
many of the key findings emerged from these dialogues. The draft review report was widely 
circulated internally and externally for comment and also placed on the ADB website in 
December 2005.  
 
10. Structure of the Report. The remainder of this report is structured as follows. Chapter II 
presents and discusses some key developments in the region and in ADB’s strategies and 
policies that have influenced implementation of the policies. Chapter III presents findings on the 
implementation of the governance policy and associated priority areas in the governance action 
plan. Chapter IV focuses on implementing the anticorruption policy in ADB operations. This 
chapter also assesses findings from external studies and testimony.14 Chapter V addresses 
organizational issues, and the final chapter discusses lessons learned and presents 
recommendations for moving forward. The report also contains several appendixes with 
relevant data to support the findings and recommendations of the review including a summary 
of regional achievements in Appendix 3. Project-specific achievements have been reported 
regularly to Management through progress reports and can be found on ADB’s governance 
review website.15  
 
 
                                                 
12 Sectors are agriculture and natural resources; energy; finance; industry and trade; transport and communication; 

education; health; nutrition and social protection; and water supply, sanitation and waste management. 
13 Appendix 2 provides a summary of the review process and key findings from the consultations. 
14 Herz, Steve. 2004. Zero Tolerance? Assessing the Asian Development Bank's Efforts to Limit Corruption in its 

Lending Operations; and Bank Information Center; 2004. Challenging the Culture of Secrecy: A status report on the 
freedom of speech at ADB, Government Accountability Project, Statement of Bruce M. Rich, Senior Attorney, 
Environmental Defense, to the United States Senate Foreign Relations Committee concerning corruption and ADB, 
September 2004.  

15 Available: www.adb.org/Governance/Review/default.asp 
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II. CHANGING CONTEXT: POLICY IMPLEMENTATION 

11. Changing Context. Implementing the policies has taken place in an environment of 
significant changes arising from an evolving global development agenda and strategic 
developments at ADB. This chapter highlights the significant external and internal changes that 
have either influenced and strengthened implementation or that are likely to shape future 
directions.  
  
A. External Factors Influencing Implementation  
 
12. Changing Context for Governance in the Region. Governance issues lie at the core 
of many of the most pressing challenges confronting developing countries throughout the 
region; however, the nature of those challenges has evolved rapidly in tandem with major 
changes in the global and regional economy since the policies were adopted. There has been 
rapid growth since the Asian financial crisis, and significant progress has been made in the 
region in reducing poverty though it continues to be home to two thirds of the world’s poor. 
Many developing countries in Asia are faced with increased economic and political uncertainty 
and now give priority to investing in infrastructure to support pro-poor economic development 
and the delivery of basic services. Security concerns are becoming increasingly salient including 
conflicts, political unrest, and other disruptions that threaten the viability and effectiveness of 
government institutions. Such “fragile states” may be unable to deliver basic services to and 
ensure the security of their citizens; contributing factors include lack of policy direction, weak 
institutions, limited financial and human capacities, civil conflict, poor governance, and 
excessive corruption. Fragile states need to be supported in building and sustaining effective 
public institutions, reducing corruption, and providing equitable and accessible public services. 
These problems are complex; simplistic approaches cannot effectively address the challenges 
to good governance in these countries. 
 
13. The Evolving Global Development Agenda. The landmark millennium and Monterrey 
pledges16 led to a new era of international development centering on achieving the Millennium 
Development Goals (MDGs) by 2015. The global dialogue has continued over the last 3 years, 
and there is now a consensus that achieving the MDGs must be addressed within the context of 
national poverty reduction strategies (NPRSs), sound macroeconomic policies (including trade 
agreements), effective management of public expenditures, and harmonized aid in support of 
good governance and sound policy frameworks.17 Other significant events in the global arena 
have also shaped the implementation of the policies. The Rome Declaration on Harmonization 
(2003) committed ADB and other signatories to move toward the adoption of sector-wide 
approaches (SWAPs).18 More recently, the Paris Declaration on Aid Effectiveness19 endorsed 
by ADB, contains: (i) a set of more than 50 “Partnership Commitments” organized around 
concepts of Ownership, Harmonization, Alignment, Results and Mutual Accountability and 
applicable to “partner countries” and “donors” (including ADB), with some being joint; (ii) a set of 

                                                 
16  The UN Millennium Summit in September 2000, and the International Conference on Financing for Development, 

Monterrey, Mexico in March 2002.   
17 Maxwell, Simon. 2005. The Washington Consensus is Dead! Long Live the Meta-narrative! Overseas Development 

Institute. January 2005.   
18 Rome Declaration on Harmonization. Rome, Italy. 25 February 2003. 
19 Endorsed in Paris on 2 March 2005 at the Second High Level Forum (HLF-2) by Government Ministers, Heads of 

agencies and other senior officials representing around 60 partner countries (i.e., developing countries) and more 
than 50 bilateral and multilateral development institutions, including ADB. ADB was a sponsor of the HLF-2. 
Twenty-one countries in the region including the People’s Republic of China, Indonesia, and Japan are signatories 
to the agreement.  
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12 Indicators of Progress, including targets; and (iii) the intention to monitor and evaluate 
progress against the Indicators and targets.  
 
14. Unique Country Circumstances and Experiences. Each country follows a different 
path to good governance determined by the complex interaction of culture, geography, history, 
and economic factors. This diversity is reflected in the different approaches adopted by DMCs in 
the region to improve the quality of governance. The issues that continue to challenge regional 
governments and that require context-specific solutions include (i) the optimum role of the state; 
(ii) the balance between central, regional, and local power; and (iii) effective government 
partnerships with civil society and the private sector. 
 
15. Transition to Market Economies. Many countries in the region are making the 
challenging transition to functioning market economies, a transition that can fuel economic 
growth and benefit poor and vulnerable populations. However, functioning market economies 
require effective measures to ensure transparency and accountability in official government 
transactions. Good governance depends on the quality of the institutional environment and the 
capacity of that environment to formulate and implement sound economic policies. Improving 
the quality of governance is made more difficult by the lack of capacity to implement 
development programs in many DMCs.  Decision makers often lack access to current 
knowledge on development topics, and government agencies often lack the human resources 
and expertise required to effectively address the complex challenges of rural and urban 
development. There is also a need to develop internal capacities to support national 
development within the context of regional integration initiatives and to ensure that poor people 
benefit from the forces of globalization and trade. 
 
16. Cross-Country Comparisons of Governance. Comparing DMCs on governance 
performance is problematic given the lack of internationally agreed measures. A great deal of 
work has, however, been done in developing indicators for various dimensions of governance. 
For example, a recent World Bank study20 presented a set of governance indicators covering 
209 countries from 1996 to 2004 using data from 32 distinct sources constructed by 30 different 
organizations worldwide. The indicators capture six dimensions of the institutional quality of 
governance: (i) voice and accountability; (ii) political instability and violence; (iii) government 
effectiveness; (iv) regulatory burden; (v) rule of law; and (vi) control of corruption. The report 
highlights the growing importance of political factors and the need for “second generation” 
institutional reforms supporting political, economic, and financial transparency.  
 
B. Policy and Organizational Developments at ADB  
 
17. Internal Changes Affecting Implementation. Effective implementation of the following 
recent policies and strategies are likely to shape and strengthen future implementation of the 
anticorruption and governance policies:    
 

(i) Long-Term Strategic Framework (LTSF) for 2001–2015 (2001);21  
(ii) Medium-Term Strategy, (MTS) (2001-2005);22  
(iii) enhanced poverty reduction strategy (PRS) (2004); 

                                                 
20 Kaufmann, Daniel, Aart Kraay and Massimo Mastruzzi. 2005. Governance Matters IV: Governance Indicators for 

1996–2004, The World Bank. May. Washington DC. 
21 ADB. 2001. Moving the Poverty Reduction Agenda Forward in Asia and the Pacific: The Long-Term Strategic 

Framework of the Asian Development Bank (2001–2015). Manila.  
22 ADB. 2001. Medium-Term Strategy (2001–2005). Manila.     
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(iv) Resident Mission (RM) Policy;23  
(v) reorganization of ADB and the introduction of new business processes (2002) 

and subsequent independent review of the reorganization (2004);24  
(vi) Human Resources Strategy (HRS) (2004); 
(vii) Public Communications Policy (PCP) (2005); 
(viii) Performance-Based Allocation (PBA) Policy (2001) and its revision (2004);25 
(ix) Policy on Cooperation with Nongovernment Organizations (NGOs) and the 

Private Sector Development  Strategy; and  
(x) project classification system (2004).  

 
18. Strategic Framework. The LTSF, MTS, and PRS collectively provide the strategic 
direction and priorities for ADB operations for implementation of the policies. The LTSF 
identified “governance for effective policies and institutions” as one of three core strategic areas 
and provided four operating principles to guide ADB operations: (i) ensure country ownership 
and leadership of the development agenda; (ii) adopt a long-term approach to development 
assistance; (iii) enhance strategic alliances and partnerships on governance and anticorruption 
development; and (iv) measure governance and anticorruption development impact.  
 
19. There were three commitments in the MTS that are particularly important.  
 

(i) Investments in physical and social infrastructure should be accompanied by 
support for policy reform and institutional strengthening.  

(ii) ADB interventions at the country level should prioritize sectors in which sector 
strategies have been developed and have a clear, long-term rationale and 
guidance for institutional development of the sector.  

(iii) The PBA system that determines country allocations for Asian Development 
Fund (ADF)-eligible DMCs26 should be used to identify and prioritize key long-
term governance and anticorruption issues for ADB assistance.    

 
20. The review of the PRS undertaken in 2004 confirmed the continued relevance and vital 
importance of good governance as one of its three pillars and recommended eliminating poverty 
partnership agreements and instead emphasizing consistency between CSPs and NPRSs. This 
change is supportive of the governance policy in that it promotes closer dialogue and integration 
with emerging national strategies and harmonized donor support.  
 
21. Operational Framework. The reorganization and new business processes, the RM 
policy, the HRS and PCP facilitated the implementation of ADB’s strategic priorities. The 
primary purpose of the reorganization was to increase country focus by creating more focused 
regional departments (RDs), placing the CSP at the core of ADB operations, and aligning CSP 
preparation with DMC development planning cycles. Sector and thematic assessments and 
carefully phased sector approaches to programming were emphasized, and plans (“road maps”) 
for each major thematic area and sector in a DMC within ADB’s strategic focus became 
mandatory. Such road maps were to identify medium-term targets and plans including planned 
policy reforms, institutional development, and investment initiatives. The new business 
processes require ADB country teams to “hear the voice” of stakeholders in DMCs during the 
                                                 
23 ADB. 2000. Resident Mission Policy. February. 
24 ADB. 2004. IN.273-04, Independent Assessment of the Effectiveness of the Reorganization of the Asian 

Development Bank, Diagnostic Report, November.  
25 ADB. 2004. Review of the ADB’s Policy on PBA Allocation of Asian Development Fund Resources, R249–04, 19 

November. 
26 Twenty-seven countries are eligible for ADF funding.  
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development of CSPs while also strongly urging greater collaboration with other multilateral and 
bilateral development institutions in relevant areas. The changes introduced through these 
major institutional initiatives have helped strengthen country ownership and have promoted 
stakeholder participation during implementation of the policies. 
 
22. The main objectives of the HRS are to enhance organizational capacity, establish a new 
performance management system, and strengthen leadership and accountability. The 
introduction of new career paths for technical specialists is significant for the recruitment and 
retention of governance specialists. The RM policy has been important in promoting country 
ownership of the development agenda as it recognized that addressing governance problems 
requires good local knowledge, persistent and long-term engagement, and a willingness to be 
visibly active in anticorruption initiatives. 
 
23. Technical Policies and Strategies. PBA established a system of rules based on 
country needs and performance in which the quality of governance was given a 30% weight. 
The revised PBA policy increased the weight given to governance factors to more than 50% to 
provide incentives for DMCs to improve. The new policy highlights the need for more extensive 
DMC government involvement in PBA, harmonizing methods for assessing country performance 
with those of the World Bank, and introducing public disclosure of the ratings. For post-conflict 
countries and those faced with disasters, emergencies, and “difficult circumstances,” the policy 
emphasizes the need for greater levels of dialogue, advice, and technical assistance and for 
close donor coordination.27  
 
24. The policy on cooperation with NGOs and on private sector development enhanced the 
operational framework in their areas of concern and in effect updated relevant commitments in 
the governance action plan. The introduction of the Money Laundering and Antiterrorism 
Financing Policy in 2003 moved the scope of implementation beyond what was originally 
envisaged in the plan. Guidance was provided on capacity building and on law and policy 
reform.28  
 
25. The December 2004 revisions to ADB’s project classification system established law, 
economic management and public policy as a new sector including a subsector traditionally 
described as public sector management (PSM). The new classification scheme also allowed for 
governance and anticorruption work in sector programs and projects to be classified under the 
governance theme.29 The addition of capacity development in the project classification system, 
as recommended by the PRS review, has created significant overlap between the governance 
and the capacity development themes. This conceptual duplication creates a risk of “double 
counting.” For example, an education sector loan that addresses budgetary issues could be 
properly classified under either the governance theme (public expenditure and financial 
management) or the capacity development theme (institutional development, public revenue, 
and expenditure management).  
 
 

                                                 
27  ADB is currently clarifying/updating its approach to engaging with fragile states building on an information paper on 

working in weakly-performing countries developed during the ADF IX negotiations. 
28 See Appendix 4 for summaries of the technical policies, strategies, guidance, and key achievements in these areas 

of policy application.   
29 By contrast, corporate governance interventions are classified as a private sector theme. 



 8 

III. REVIEW FINDINGS: IMPLEMENTING THE GOVERNANCE POLICY 

A. Introduction  
 
26. Overview of Chapter. This chapter assesses ADB’s performance in implementing the 
governance policy and action plan. The first part presents findings concerned with (i) 
governance and CSPs; (ii) governance projects, programs, and technical assistance; and (iii) 
sector projects and programs (mainstreaming governance and institutional development). This 
is followed by findings from DMC and international development partner perspectives covering 
(i) governance and poverty reduction; (ii) country ownership; and (iii) strategic partnerships and 
development effectiveness. The key principles30 that underlie the analysis are country 
ownership and leadership; the vital importance of strategic partnerships; and flexibility in 
response to country-specific conditions. 
 
27. Complexity of Analysis. Assessing the governance outcomes of ADB’s lending 
activities is problematic for several reasons. ADB’s Operations Evaluation Department (OED) 
has not conducted a special evaluation study of the implementation of the governance policy, 
and  the review was handicapped by the lack of governance indicators to track performance. 
The analysis is also made more complex by the recent expansion of the governance lending 
agenda to include decentralization and judicial reform31 and the variety of lending modalities 
used for mainstreaming institutional development. For the purposes of this review, it was 
therefore necessary to assess implementation by the main types of lending instruments.32  
 
B. Findings: ADB’s Business Processes 
 

1. Governance and Country Strategies and Programs 
 
28. ADB’s Approach to Country Programming. Both the LTSF and the new business 
processes placed the CSP at the core of ADB operations. ADB’s CSPs and country strategy 
and program updates (CSPUs) are now developed in close collaboration with development 
partners with the government taking the lead in setting development objectives and priorities. 
Mandatory sector and thematic assessments provide the basis for road maps that identify key 
institutional, policy, and investment initiatives. Within this context, CSPs/CSPUs play a key role 
in channeling resources to sectors that optimally support poverty reduction through governance 
interventions.  
 
29. CSP Selectivity and Focus. Greater selectivity and focus at the country level enhance 
the development effectiveness of ADB investments. In the context of the CSP, focusing ADB’s 
efforts in a few areas enables scarce financial and professional resources to be utilized 
effectively. This is particularly important with reference to governance and institutional issues, 
which are complex and require long-term engagement and ongoing policy dialogue.   
 
30. The analysis of CSPs in this review, however, showed limited sector focus.33 In many 
DMCs, pipeline projects in several sectors had already been substantially agreed between ADB 

                                                 
30  See Appendix 5 for information on the key principles and methods used for this portion of the review. 
31 Loans 1897/1898: PAK: Access to Justice Program; Loans 1935/1936: PAK: Decentralization Support Program; 

Loan 1964: INO: Sustainable Capacity Development for Decentralization. 
32 The main types of lending instruments reviewed were: sector projects; sector lending; program lending; and sector 

development programs. 
33 ADB could be operating in as many as 12 sectors in a DMC, with 6–7 being the norm based on analysis of country 

information provided in ADB Annual Report 2004 and an analysis of 14 CSPs.  
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and line ministries prior to development of the CSP. As the portfolio is changed incrementally 
during the annual updates, the pipeline in effect influences strategy formation with CSP 
justifications often less than optimally strategic. However, withdrawing from such agreements is 
difficult from the perspective of both ADB and the DMCs. Within ADB, sector divisions are 
understandably resistant to overruling pipeline commitments in the interest of greater selectivity 
while line ministries in DMCs can be expected to protect already committed projects. Even 
recently approved CSPs continue to spread limited financial resources across many sectors. 
Findings of this review also suggested that the 3-year planning horizon of CSPs precludes a 
strategic, long-term perspective on the binding constraints to development and types of 
engagement for distinct sectors. These findings are consistent with those of the independent 
assessment of the reorganization,34 which highlighted the need for strategic focus at the 
corporate, country, and project levels to enhance operational effectiveness.   
 
31. Sector Assessments and Road Maps. Sector assessments and sector road maps 
were introduced to improve the quality of information in CSPs. This information helps to identify 
milestones for the institutional, legal, and policy reform initiatives required for the efficient 
functioning of the sector. Findings of the review with regard to sector assessments and sector 
road maps are as follows. 
 

(i) Sector Assessments. Sector assessments still comprise only a small part of 
ADB’s economic, thematic, and sector work.35 Analysis of education, energy, 
forestry, health, and water policies and strategies identified considerable 
variation in the way sector governance and institutional issues are treated. Thus, 
even though sector assessments were introduced to improve the quality of 
CSPs/CSPUs and shape ADB’s long-term engagement with its DMCs, the weak 
analysis underpinning many has made this difficult to achieve. Assessing quality 
of entry and quality during implementation without sound, up-to-date sector 
assessments is problematic.   

(ii) Sector Road Maps. The review found that sector road maps have yet to become 
an authoritative part of CSPs/CSPUs and do not yet provide an adequate guide 
for sector investments. Many developed to date36 do not clearly state priorities or 
identify the levels of institutional development investments required for the 
sector. Further, there is little consistency in the presentation of governance and 
institutional development issues, financing needs, or indicative institutional and 
governance targets. According to ADB staff feedback, this can be attributed to (i) 
limited technical assistance inputs, (ii) time constraints, and (iii) inadequate 
guidance. 

(iii) Lack of Definitions and Clear Guidance. There is currently no pro forma or 
systematic guidance for staff required to conduct sector assessments or for the 
governance and institutional content of road maps. Most CSPs/CSPUs continue 
to address sectors known to require major reform, including in the most 
challenging PSM areas, through short-term projects rather than in a more 
strategic, longer-term context. This lack of clear definitions and guidance has 
made it difficult to effectively institutionalize sector assessments and sector road 
maps. 

 

                                                 
34 IN.273-04. Op. cit. 
35 Only 12 technical assistance projects for the transport sector for period 2000–2004 were described as 

sector/subsector assessments.  
36 Twelve sector road maps were reviewed.  
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32. Country Governance Assessments (CGAs). Since 2001, CGAs have been conducted 
using a framework that emphasizes five governance areas (legal and regulatory frameworks, 
public administration, public financial management [PFM], the judicial system, and civil society). 
By mid-2004, 24 CGAs were completed, and some had been published. According to the 
governance action plan, CGAs should identify governance and institutional performance 
measures for inclusion in CSPs and should contribute to the development of program-based 
approaches and governance road maps. In practice, however, these objectives have not been 
achieved.  
 
33. There has been some progress, and CGAs appear to have (i) raised awareness of 
institutional issues, (ii) increased opportunities for dialogue with DMCs, (iii) generated 
opportunities for developing technical assistance support, and (iv) improved understanding of 
the machinery of government among both ADB staff and DMC stakeholders. However, a review 
of CGAs completed in 2003 found that their impact on CSPs and ADB operations in general has 
been rather limited. Further, consultations during this review confirmed that CGAs currently 
have only a limited impact on the development of long-term governance and institutional 
development programs and strategies. Analysis of governance loans and of technical 
assistance also shows limited evidence that CGAs have generated additional lending or long-
term programs of support.37 While recent CGAs (e.g., Bangladesh, Bhutan) have more 
thoroughly covered sector governance, overall integration of the findings into sector strategies 
and programs has not been successful. The CGA framework omits an analysis of the political 
system and political economy issues. While CGAs have improved the quality of presentation of 
governance issues in CSPs and identified entry points for technical assistance, they have 
nevertheless been less effective in creating a long-term, strategic approach and in improving the 
quality of sector governance in CSPs. The overly broad nature of the CGA framework brings 
into question the feasibility of using a single assessment instrument to inform the governance 
and anticorruption issues in a CSP.   
 
34. Governance Risk Assessments. According to the governance action plan of 2000, 
CGAs should identify governance risks in a DMC as understanding such risks is essential for 
making optimal decisions about investment levels and sector composition. The findings of this 
review indicate, however, that governance risk assessments and associated mitigation activities 
have not yet been fully and effectively operationalized. In most CSPs, sector and governance 
diagnostics do not identify specific risks to development. This shortcoming reflects a CSP 
process that does not properly sequence nor adequately cross-reference the findings of sector 
and thematic assessments vis-à-vis crosscutting findings from governance diagnostics. Such an 
approach is required if governance risks are to be adequately factored into the design of country 
programs in general and into sector road maps in particular.    

  
35. Governance and PBA. The review assessed the extent to which the PBA policy has 
been used effectively as a tool to strengthen governance and anticorruption development 
effectiveness through more focused policy dialogue, better country planning processes, and 
improved governance and anticorruption operations. PBA has led to greater awareness in ADB 
operations about the importance of good governance for sound development management. 
However, the review observed that annual assessments have not been used to engage DMC 
governments in general policy dialogue about such issues as equity in public resource use; the 
                                                 
37  For example, the large public sector management loans in Pakistan were not informed by a CGA. In India, the 

public resource management program loans for state governments have been informed by the Government of 
India’s reform framework supported by ADB technical assistance and not the CGA. A CGA based on the ADB 
framework was undertaken for the People’s Republic of China, but it did not describe or lead to a long-term 
program of public sector management reform.  
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quality of public administration, PFM, and transparency; and accountability and corruption in the 
public sector. The expanded PBA policy, approved in December 2004, continues to be used 
primarily for allocating ADF resources. As a result, the wider and potentially more beneficial 
aspects envisaged in the original and enhanced PBA policy have yet to be made fully 
operational.  
 
36. Other key findings are the following. 
 

(i) Governance assessments for PBA and for CGAs conducted for CSPs have often 
been carried out independently by different ADB staff within the same country. 
Internal harmonization and accountability are essential if ADB is to improve its 
effectiveness by avoiding replication and ensuring consistency in its approach 
and findings. 

(ii) PBA has great potential as an “entry point” for engaging DMC governments and 
stakeholders in policy dialogue. For example, open discussions and the joint 
development of performance indicators and targets could help improve the 
quality of governance and institutions. 

(iii) The implementation of ADB’s new requirements on the disclosure of PBA ratings 
suggests there is a need for preparation at the institutional level to adequately 
respond to queries about all aspects of governance. 

 
37. Summary. According to the 2000 governance action plan, ADB’s sector and governance 
assessments should (i) support SWAPs to programming, (ii) provide a systematic and 
structured approach to support DMCs in the area of governance, (iii) guide development of 
sound governance performance indicators, (iv) substantially determine CSP focus, and (v) 
identify governance risks and inform mitigation measures. The findings of this review, however, 
suggest that these objectives have only been partially attained. 
 

2. Governance Loan and Technical Assistance Projects and Programs 
 
38. Overview of Governance Investments. For the period 2000–2004, nearly 6% of ADB 
loans and 18% of technical assistance activities were governance programs and projects.38 
Table 1 provides an overview of them for 2000–2004 (see Appendix 6 for details). There is no 
particular trend over time for lending for governance projects/programs. Their number ranges 
from four to six projects/programs each year. Although 74% of the value of governance loans is 
financed from ordinary capital resources (OCR) funds, feedback from consultations indicated 
that countries are now more cautious about using OCR for governance projects than they have 
been in the past. This suggests that lending for governance may stay near current levels (about 
7–8% of ADB’s lending portfolio). Technical assistance projects were also fairly steady over the 
period, although there was an increase from 47 in 2000 to 56 in 2004.  

                                                 
38 Comprising 19 loans and 265 technical assistance activities. In value terms, they represent 7% and 15%, 

respectively, of the total value. 
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Table 1: Overview of Governance Investments 
 

Governance  2000 2001 2002 2003 2004 2002–
2004 

Number of loan 
projects/programs 

— 5 6 4 4 19 

% Number — 8.8 9.0 6.5 6.9 6.1 
% Value — 9.4 10.2 5.1 11.7 7.2 
       
Number of technical 
assistance projects/programs 

47 53 59 50 56 265 

% Number 15.6 20.9 18.3 16.0 17.3 17.5 
% Value 13.6 20.2 13.8 16.4 13.8 15.3 

— = not available. 

Source: Project Processing Information System as of 29 March 2005. 

 
39. Table 2 presents an analysis of ADB’s governance work broken down by RD and 
governance work area.39 Of the 19 governance programs and projects, 13 were program loans, 
three were project loans, and three were sector development programs (SDPs). The data show 
that the highest demand over the 2000–2004 period was for PFM support, with nine 
programs/projects covering all aspects of fiscal policy, budgeting, expenditure management, 
and revenue administration. This is clearly a priority area as reflected in the governance action 
plan. It is also an area where OECD DAC and the Public Expenditure and Financial 
Accountability Group40 are undertaking considerable work on performance indicators and 
harmonized and streamlined assessments.  
 
40. There has been less demand for traditional public administration reform support, but 
there has been an increase in initiatives to create and sustain an enabling environment for pro-
poor economic growth and the effective delivery of equitable, affordable public services to all 
citizens. Although the largest loan is for law and judiciary, this scale of lending for a single 
project is unlikely to be repeated. Table 2 also reveals considerable variation in workloads by 
RD with the South Asia Department (SARD) accounting for over half (53%) of the loans and 
over three quarters (76%) of the total amount loaned. This is in part a reflection of the size of the 
RDs;41 nevertheless, it has significant implications for the way governance support in RDs and 
RMs is organized and the types of back-up support required.   

                                                 
39 ADB’s new classification system covers law and judiciary, national government administration, public finance and 

expenditure management, and subnational government administration. In reality, most governance loans include 
two or more governance work areas; for example, many public financial management programs include activities at 
both subnational government and national government levels.  

40 Members include the World Bank, European Commission, the Department for International Development of the 
United Kingdom, the Swiss State Secretariat for Economic Affairs, Norwegian Ministry of Foreign Affairs, French 
Ministry of Foreign Affairs, International Monetary Fund, and the Strategic Partnership with Africa. 

41 SARD lending is 69% in terms of value and 43% in terms of number of overall loans.   



 

 

13

Table 2: Governance Loans, 2000–2004 
 

Governance Work Area SERD PARD ECRD MKRD SARD Total 

 

0.0 

 

0.0 

 

0.0 

 

0.0 

 

350.0 

 

350.0 

Law and judiciary 

Amount ($million) 

Number 0 0 0 0 1 1 

 

0.0 

 

80.0 

 

15.5 

 

45.0 

 

65.0 

 

205.5 

National government 
administration 

Amount ($million) 

Number 
0 2 1 1 2 6 

 

225.0 

 

12.0 

 

35.0 

 

0.0 

 

762.0 

 

1,034.0 

Public finance and expenditure 
management 

Amount ($million) 

Number 
1 1 1 0 6 9 

 

42.2 

 

0.0 

 

0.0 

 

10.0 

 

300.0 

 

352.2 

Subnational government 
administration 

Amount ($million) 

Number 
1 0 0 1 1 3 

267.2 92.0 50.5 55.0 1,477.0 1,941.7 Total 

2 3 2 2 10 19 

SERD = Southeast Asia Department, PARD = Pacific Department, ECRD = East and Central Asia Department, 
MKRD = Mekong Department, SARD = South Asia Department. 
Source: Project Processing Information System as of 29 March 2005. 

 
41. Governance Technical Assistance Projects. Table 3 shows a similar analysis for 
grant-financed technical assistance for governance, which accounts for almost 17.5% of total 
technical assistance projects and 15.3% of their value. In general, technical assistance for 
governance activities was more widely dispersed than that for loans. There is also less 
geographic concentration with SARD accounting for only 28% of the project and 31% of the total 
financing amount. Other findings on technical assistance patterns corroborate one of the key 
findings from consultations: DMCs are now less inclined to borrow for governance assistance. 
Analysis of governance technical assistance projects reveals that most were developed as 
stand-alone initiatives with an average duration of 16 months and an average value of 
$500,500. Only 7% of the TA projects were associated with supporting governance loans. 
Although 81% of the loan projects had TA projects supporting loan preparation and 
implementation, only 19% of the TA resources were directed to loans.  
 
42. Even within the four work areas, technical assistance covered a wide range of 
governance subjects; 20% was devoted to capacity building initiatives. This expansion of 
governance work through relatively small, stand-alone technical assistance projects has limited 
resources for the long-term programs needed to develop and sustain basic country systems in 
such areas as PFM, procurement, and audit. The implication is that the strategic utilization of 
technical assistance resources to address critical governance issues over the long term could 
be significantly improved.  
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Table 3: Technical Assistance for Governance 2000–2004 
 

Governance Work Area SERD PARD ECRD MKRD SARD Total 

 

3.0 

 

1.4 

 

3.0 

 

1.2 

 

6.7 

 

15.3 

Law and judiciary 

Amount ($ million) 

Number 4 3 6 2 8 23 

 

2.0 

 

9.5 

 

13.0 

 

9.9 

 

12.3 

 

46.7 

National government 
administration 

Amount ($ million) 

Number 
5 20 25 21 23 94 

 

10.1 

 

4.9 

 

8.0 

 

2.0 

 

7.9 

 

32.9 

Public finance and expenditure 
management 

Amount ($ million) 

Number 
12 13 17 4 16 62 

 

6.0 

 

2.7 

 

0.8 

 

3.6 

 

8.9 

 

22.0 

Subnational government 
administration 

Amount ($ million) 

Number 
12 5 2 7 15 41 

21.1 18.5 24.8 16.7 35.8 116.9 Total 

33 41 50 34 62 220 

Average value (in million) 0.639 0.451 0.496 0.491 0.577 0.531 

SERD = Southeast Asia Department, PARD = Pacific Department, ECRD = East and Central Asia Department, 
MKRD = Mekong Department, SARD = South Asia Department. 
Source: Project Processing Information System as of 29 March 2005. 

 
3. Sector Projects and Programs: Mainstreaming Governance and 

Institutional Development   
 
43. Overview. This section will assess sector projects and programs with regard to (i) the 
extent to which they contribute to long-term institutional sector reform and development, (ii) the 
level of flexibility in determining outputs and implementation methods for institutional reform and 
development, and (iii) the extent to which ADB has adopted the “sector approach to 
programming” envisaged in the new business processes.  
 
44. ADB’s new classification system enables sector projects with significant levels of 
governance work to be classified under the governance theme; however, only 38 sector projects 
and programs were classified as initiatives that addressed governance and institutional 
development. Given that almost 93% of ADB loans are to sectors, with the transport and 
communication sector receiving the largest share,42 this appeared to be an underestimate. In 
order to extend the analysis, the review assessed policy matrixes, project frameworks, and 
objectives in a sample of sector projects consisting of all projects classified as SDPs, all sector 
development projects, and all projects in the transport sector. 
 
45. Sector Projects. Over 60% of ADB’s total lending is for sector projects, often with 
technical assistance grants and loans as additional instruments to supplement the main lending 
                                                 
42 ADB. 2004. Annual Report. 18 loans totaling $2.0 billion for 2004.  
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modalities. Of these projects, 53% were classified as SDP using the new system. However, an 
analysis of the immediate project objectives of 27 of those classified as SDP in the project 
processing information system revealed that over half (51%) included governance and 
institutional development. The relatively high number of stand-alone sector projects seeking to 
address institutional development without effective sector institutional assessments raises 
important questions about the efficacy of using projects to address systemic institutional reform 
and development issues. Further analysis within sectors showed the following. 
 

(i) Analysis of a sample of 30 transport sector projects balanced across regional 
departments showed that on average $720,000 had been allocated for institution 
building and that the average duration of transport projects was 4 years, 6 
months. Analysis of transport sector loans and of technical assistance for 2000–
2004 showed that 59% of the loans included institutional reforms and 
development and 17% had technical assistance as an additional facility. Many of 
the projects sought to address challenging institutional development and 
institutional reform issues but without sector institutional assessments. In most 
cases, technical assistance resources were spread too thinly across several 
areas.  

(ii) An ADB study of the impact of rural roads on poverty reduction (2002) reported 
that maintenance problems were compounded by a lack of clarity regarding 
institutional responsibility and accountability. Sound institutional analysis would 
have helped overcome this problem.  

(iii) An analysis of the risks of loans since 200243 revealed that only 14 of 110 loans 
(13%) highlighted institutional risks. As a result, institutional development issues 
repeatedly identified in successive projects often remain unresolved.44 

 
46. Sector Lending. One of the main instruments for institutional reform and development is 
sector lending. During 2000–2004, 47 projects were delivered through the sector lending 
modality with half (50%) including institutional development and 24% addressing institutional 
reform and development. Project duration was, in most instances, determined by the time 
required for implementation of infrastructure investments. All projects had specific allocations in 
the project budget for institutional development and institutional reform, and six had additional 
technical assistance grants. The review found several examples of sound sector analysis 
adequately informing and guiding the project design.45 In these projects, DMCs had undertaken 
sector assessments in partnership with donors; the results of the assessments then guided 
longer-term investment programs and development of the DMC’s strategy for the sector. 
 
47. However, the review also found numerous cases in which lending lacked sound sector 
assessments or where they were not being used. Key findings included the following. 
 

(i) Although there was considerable variation in the resources allocated for 
institutional development, the review identified several cases in which allocations 
for dedicated project management units exceeded or were on par with allocations 
for institutional development.46 In most cases, project documents did not provide 

                                                 
43 Information on project risks prior to 2002 was not available to this review.  
44 In one instance, the loan was the fifth in a series, and the loan document highlighted institutional development as a 

key risk; however, there were no effective mitigation measures to address critical institutional risks.  
45 ADB. Loan 2015-BAN: Second Primary Education Development Program, 2003; Loan 1981-IND: Railway Sector 

Improvement, 2002; and Loan 1839-IND: Western Transport Corridor, 2001; and supporting technical assistance 
TA 3724-IND: Enhancing the Corporate Finance Capability of National Highways Authority of India, 2001.   

46 The average value of technical assistance grants was $670,000.  
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estimates of the level of effort or financial resources required for implementation 
of institutional development and reforms.  

(ii) As pointed out earlier in discussing CSPs and governance, scarce project 
preparatory resources required for technical design and safeguards and 
compliance requirements are too often “stretched” to include institutional 
analysis, design of institutional reform, and sector development issues. 

(iii) These findings are consistent with a study of sector lending (1999) that identified 
frequent conflicts between “hard” investments designed to build infrastructure 
and “soft” investments designed to build institutions and human capital; in most 
cases, the “hard” investments receive priority. In many sector projects, tradeoffs 
must be made between the focus on policy reform and institutional capacity 
issues on the one hand and the detailed appraisal and supervision of subprojects 
on the other. The review found that ADB’s established framework for sector 
analysis and guidance on institutional development are not well publicized or 
utilized by staff. 47 In broad terms, many staff continue to perceive overriding 
pressure to process infrastructure investment projects at the expense of sector 
institutional development.  

 
48. Sector lending normally involves project investments and institutional 
development/reforms within the context of a sector development plan. However, the review 
found that this type of lending instrument may not be optimally effective in delivering 
institutional, policy, and legal reforms and institutional development in a sector for at least three 
reasons. 
 

(i) Compliance with loan covenants is not a necessary condition for releasing funds 
for subprojects; as a consequence, incentives for addressing difficult institutional, 
policy, and legal conditions are often compromised.48  

(ii) DMCs appear to be unwilling to utilize significant loan resources for institutional 
reform and institutional development.  

(iii) Designing and integrating project components addressing institutional reform and 
development interventions is quite complex, and problems are often encountered 
with regard to sequencing and integrating them, which leads to compromises in 
both the investment and development components of the project.  

 
49. Sector Development Programs and Program Lending. In many DMCs, a combination 
of policy-based and project loans have been used to improve sector policies and strengthen 
institutions but generally in the context of investments in hardware. Table 4 provides an 
overview of SDPs and program lending for the period 2000–2004. Program lending is 
appropriate for supporting policy, legal, and institutional reforms and balance of payments and 
fiscal policies; as such, this has been a key instrument for implementing the governance policy. 
Overall, the major advantages of program support for improving governance and building 
capacity have to be assessed with regard to the reality that programs are more difficult to 
implement than projects. Sector and policy-based program lending require sector analysis and a 
sector development plan as a precondition for success. DMCs should be encouraged to conduct 
sector assessments to ensure that the sector has adequate institutional capacity to implement 
the plan or, if the capacity does not exist, to provide the context for developing appropriate 
governance and capacity development components. As reported in OED’s special evaluation 

                                                 
47 The operations manual on sector lending provides the most comprehensive guidance on sector assessments.  
48 Unlike program lending, compliance with loan covenants is not a necessary condition for disbursements in sector 

lending.  



 

 

17

study (SES) on program lending (2001),49 the resources allocated for design and 
implementation of program lending have often failed to reflect the higher level of complexity.  
 

Table 4: Overview of Sector Development Programs and Program Lending, 2000–2004 
 

Type of Loan Number of 
Projects 

Average Duration 
in Years 

Average Number of 
Policy Related 

Actions 

Attached Technical 
Assistance 

Sector development 
program (SDP)  

32 3.4 39 14 grants 

Program loans/sector 27 2.0 56 7 loans 
SDP/governance 3 2.8 73 4 project loans with 

components 
Program 
loans/governance 

13 2.7 63 6 loans 

Total 72    
Program cluster loans 13 1.7 65  
Technical assistance 
loans  

19 Normally same as 
program loan 

Average value $5.2 
milliona 

 

Technical assistance 
grants 

14  Average value 
$995,000 

 

a This excludes the technical assistance loans for PAK: Institutional Development for Access to Justice ($20.0 
million) and PAK: Local Government Performance and Enhancement ($23.0 million). 

Source: Project Processing Information System as of 29 March 2005; Report and Recommendation to the President 
of program/SDP/technical assistance/project loans. 
 
50. Program Lending Policy Actions. Analysis of the policy matrixes revealed 
considerable variation in the formulation of actions for institutional reform and development. 
There were some good examples of projects in which policy actions were accompanied by 
means of verification and the responsible department/organization was clearly identified.50 
There appears to be no relationship between loan size, implementation period, and the number 
of policy actions—one of the largest governance loans had a relatively small number of strategic 
policy measures and should be commended.51  Some more recent program loans feature policy 
matrixes that support a more “process approach” and that allow better prioritization of activities 
for effective implementation.52     
 
51. One apparent weakness of program lending has been that insufficient resources have 
been allocated for institutional capacity building. Only 35% of the program loans were supported 
by technical assistance loans and only 33% had grants, and these were relatively small. 
Furthermore, one key weakness in program lending has been that few loans have had sound 
sector assessments and road maps. Given that the primary mechanism for institutional 
development in program loans is technical assistance and that as such it plays a key role in 
supporting necessary organizational changes and institutional reforms, these represent major 
concerns. However, one encouraging recent development is that the South Asia and South East 
Asia RDs have adopted a sector development approach to governance loans that should 
address some of the challenges involved in supporting institutional development.53 
                                                 
49 ADB. 2001. Special Evaluation Study on Program Lending. November. This review has drawn on the findings of 

that study. 
50 ADB. Economic and Public Sector Reform Program (Loan 1904-TON, for $10 million, 2002); and Fiscal and 

Financial Management Program (Loans 1828/1829(SF)-RMI, for $12.0 million, 2001). 
51 Loans 1935/1936(SF)-PAK: Decentralization Support Program, 2002.  
52 Loans 1897/1898(SF)-PAK: Access to Justice Program, 2001 (the Report and Recommendation to the President 

includes the actions required to implement the second tranche policy measures). 
53 The project loan of the SDP in Assam was designed to be implemented beyond the duration of the program to 

allow for the longer time frame required for institutional development. 
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52. Program Lending Cluster Approach. This features a series of subprograms that allow 
an extended period for policy action and is particularly well suited for supporting good 
governance and building capacity. Rather than providing a blueprint laying out a rigid 
chronological sequence of program/project components, the cluster approach is more flexible 
and iterative (e.g., implementing activities in pilot stages, responding to unanticipated changes 
in the policy environment). Other advantages include a medium- to long-term commitment (4–7 
years) and moderately paced disbursements. The review found limited utilization of the facility 
for governance loans and no cases where implementation had moved beyond the first 
subprogram.  
 
53. Program Lending Implementation Weaknesses. Although the findings of the SES on 
program lending have improved the quality of recent loans, the review finds that the following 
issues highlighted in the study remain of concern. 
 

(i) Many program loans are over ambitious and have too limited a time frame to 
realistically achieve stated objectives. Policy matrixes are frequently too long, 
complex, and unrealistic with numerous conditions and no clear links between 
conditions and program purposes and between purposes and expected impacts.  

(ii) Institutional development and capacity building in DMCs have lagged behind 
requirements.  

(iii) Although risks are generally higher than for project lending, analysis of policy 
changes often fails to fully describe risks and mitigation.   

(iv) Many program loans have a weak sector and country focus as a result of 
insufficient attention to policy dialogue and capacity development. 

(v) Development impacts are often insufficiently identified and monitored. 
(vi) Designs often fail to fully analyze political economy due to lack of knowledge 

and/or experience. Overlooking political processes in DMCs can put 
accountability for implementation of the policy, legal, and institutional reform 
measures at risk.  

(vii) There is no systematic peer group review of program loan design and 
implementation.54 

 
54. Mainstreaming Governance − Other Findings. The institutional reform and 
development of a sector55 requires a long-term, flexible approach rather than a blueprint. In 
order to be effective, program support should be grounded in a more carefully sequenced and 
integrated approach centered on an in-depth understanding of government institutions and 
allowing great flexibility in design and implementation. The design and intermediate outputs 
should be allowed to evolve throughout implementation with modifications made to improve 
project effectiveness based on early pilot results, changes of government, and evolving policy 
environments. While this vision for sector development is increasingly accepted as a “best 
practice,” implementation remains a challenge. The road map for such longer-term, strategic 
interventions at the sector level—i.e., going beyond the immediate period of 18–24 months—is 
often unclear. Sector and thematic development should be viewed as a process extending over 
a 7–10-year period rather than as a discrete project or even a series of discrete projects. In that 
context, institutional performance measures assessing financial management, transparency and 
accountability, and quality of management and staff are essential.  
 

                                                 
54 SARD instituted an informal peer review mechanism during project design.  
55  Sector development also refers to development in the governance areas identified in ADB’s classification system. 
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55. Program loans should be expected to entail relatively high design and implementation 
costs, related to the requirement for engaging in ongoing policy dialogue in order to develop 
context-specific solutions. Thus, program loans are not ideal instruments for long-term 
institutional reform and development. The scope and content of governance and institutional 
development will continue to evolve, and program loans in those areas are likely to become 
more complicated in years to come. This will, in all probability, create an additional analytical 
burden on ADB staff and increase project and program risks. As such, this should clearly be an 
area for critical analysis by ADB Management. 
 
56. The review found that sector projects designed to improve basic public services and 
infrastructure have become more complicated than ever, reflecting the increased complexity in 
country operating environments. Many DMCs are now committed to decentralization, and 
several levels of government and many institutions across government may be involved in 
sector projects and programs. Complex inter-governmental relations are involved. The situation 
is even more complicated when the investment includes partnerships with the private sector and 
with NGOs. Understanding the institutional framework for service delivery and the political 
economy in which the project will be implemented is essential. This implies that ADB sector 
specialists require sound information on (i) systems of government, both national and 
subnational and formal and informal; (ii) policy and legal frameworks; and (iii) oversight bodies 
and institutions. Such information and skill sets are essential if projects are to be institutionally 
sound and achieve sustainable outcomes. 
 
C. Developing Member Country Policy-Related Findings 
 

1. Governance and Poverty Reduction  
 
57. Overview. Measuring the development effectiveness of ADB operations at the country 
level is generally difficult but is even more challenging when assessing a governance portfolio 
that aims largely to improve the enabling environment for poverty reduction. In making such an 
assessment, it is useful to begin with an analysis of the degree of alignment between ADB’s 
CSPs/CSPUs and DMC strategies for good governance as described in NPRSs.56 Analysis of 
11 NPRSs showed that most included a long-term vision for good governance and reducing 
corruption.57 However, the quality of governance analysis was not consistently strong enough to 
generate sound institutional reform priorities for the CSPs. Most of the NPRSs were 
characterized by one or more of the following weaknesses:  
 

(i) failure to clearly diagnose key governance challenges;  
(ii) lack of defined priority governance actions and monitoring arrangements;  
(iii) insufficient emphasis on the vitally important PFM systems that lead to good 

governance; and 
(iv) absence of clear links between planned output targets and the budget.  

 
58. Further, most of the NPRSs fail to deal completely with various threats of corruption. 
Using the four critical dimensions of governance for poverty reduction identified in the World 
Bank’s Sourcebook for Poverty Reduction Strategies, the review found that about 58% of ADB’s 
governance work sought to improve coverage, efficiency, and sustainability of services while 

                                                 
56 World Bank/International Monetary Fund Joint Staff Assessment Notes provide another source of commentary on 

the quality of NPRSs. 
57 This exploratory analysis is useful in broad outline but due to the small sample size should not be used for decision 

making. 
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22% of the portfolio aimed to provide security from economic shocks, corruption, crime, and 
violence (see Appendix 7 for more details). 
 
59. Governance and the Millennium Development Goals. Although the MDGs do not 
include targets for governance and PSM, there are both direct and indirect links between good 
governance and the MDGs. The Millennium Declaration, which includes the MDGs, identifies 
democratic governance (and especially local governance) as critical to achieving them. Poor 
governance is reflected in inadequate service delivery, unfavorable policy environments, 
inappropriate allocation of public resources, and corruption—all of which have a 
disproportionate impact on the poor. Thus, success in effectively implementing the governance 
action plan is essential as ADB supports its DMCs in achieving the MDGs by 2015. 
 
60. Analysis of ADB’s SDPs (see paragraph 49) showed that most have directly targeted 
improvements in service delivery. However, the extent of support for establishing systems and 
processes to measure, monitor, and report on the performance of services is less clear. Given 
that service delivery is essential for good governance, priority should be given to measuring and 
reporting improvements in the quality of services. Consultations during this review identified 
considerable interest in measuring service delivery as a basis for reporting sector performance. 
This approach would represent an important contribution toward measuring development 
impact.   
 
61. Measuring and Monitoring Systems. The governance action plan committed ADB to 
develop indicators to (i) determine priority areas for ADB support and (ii) track the broad impact 
of governance interventions. The findings of this review suggest, however, that the demand for 
monitoring and tracking the quality of governance based on its four elements—accountability, 
transparency, participation, predictability—is limited though there is increasing interest in 
tracking and reporting on the quality of basic services and the quality of the business climate for 
investment. “Report cards” have proven effective in monitoring improvements in service quality 
and service delivery as well as in providing meaningful incentives for service providers to listen 
to their clients. For example, the Bangalore report card has been used effectively by civil society 
organizations (CSOs) in several countries to report on quality of public services. ADB and the 
Asian Development Bank Institute have recently jointly funded the development of a toolkit for 
the report card. Other tools and techniques for assessing and reporting the quality of services 
that are proving useful include public expenditure tracking surveys, service delivery surveys, 
and social audits. 
 

2. Country Ownership  
 
62. DMCs have now moved to the forefront of the global development dialogue and are 
increasingly vocalizing their expectations from the international donor community. ADB’s 
commitment to country ownership, which is first and foremost among the Paris Declaration 
commitments, clearly signals that, as an institution, it is responding to that call. However, 
country consultations suggest that much work remains to be done. For example, there was little 
awareness in many DMCs that CGAs were required for developing CSPs.58 Feedback from 
internal consultations suggests that such assessments are perceived primarily as an ADB 
compliance measure for the CSP rather than as a diagnostic tool that adds significant value for 
the DMC. The situation is complicated by the fact that CGAs have often failed to lay out a well-
sequenced governance strategy for adoption by DMC governments, which makes it more 

                                                 
58 Sector and thematic assessments were made mandatory with the introduction of the new business processes in 

January 2002. 
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difficult for them to exercise ownership and leadership. Feedback from consultations indicated 
that DMCs want to play a much greater role in project design; however, several factors make it 
challenging for them to be held fully accountable and responsible for ADB projects.   

 
(i) DMCs want to take on a larger role in determining technical expertise 

requirements59 but may lack the capacities needed to adequately fulfill that role. 
(ii) The design of technical assistance projects is often overly rigid and prescriptive; 

DMCs could more effectively engage if there were more of a “process 
orientation” involved in using those resources. 

(iii) In many DMCs, sector/governance strategy preparation and project design are 
driven by ADB staff and international consultants. DMCs would prefer much 
greater use of local capacity and consultants with an in-depth understanding of 
context-specific institutional issues. 

(iv) Participatory processes are often insufficiently adapted to the local context and 
fail to adequately involve relevant stakeholders. This finding is consistent with 
OED’s analysis of participatory processes in the project cycle which found that 
the framework on participation60 is out of date and that revised guidelines are 
needed.61 

(v) Significant time gaps between project design and implementation make it difficult 
for ADB to respond effectively and swiftly when political opportunities for reform 
arise.  

 
63. Challenges Related to DMC Capacities. Strong planning and PFM systems create the 
enabling environment for DMC governments to produce medium-term expenditure frameworks 
that reflect the priorities in their national development strategies and are incorporated in annual 
budgets for long-term investment planning. The Review found that weak PFM systems and 
planning on the basis of projects instead of sector development meant that insufficient attention 
is paid to the running costs investments may entail.  ADB can promote greater ownership by (i) 
adapting products and services more effectively to a country’s context;62 (ii) encouraging and 
supporting DMCs to conduct governance and sector diagnostics to inform their development 
strategies;63 and (iii) ensuring predictability of resources and continuity of ADB specialist staff. 
 
64. The governance action plan committed ADB to undertake public expenditure reviews 
(PERs) in all DMCs with the presumption that they would by and large be undertaken in 
partnership with the World Bank and the International Monetary Fund. This approach is well 
justified given that PERs are important for determining loan conditionality through project or 
policy-based loans. Of 21 PERs conducted by the World Bank, ADB has participated in 6.64 In 
addition, ADB has undertaken 15 country procurement assessment reports (CPARs) with the 
World Bank. The PERs and CPARs were most successful when the findings were used to help 
determine development priorities, to inform policy dialogue, and to shape policy interventions. 
Collaboration in conducting joint PERs during the development of CSPs has fueled further 
collaboration with the World Bank and other donors and has provided the basis for stronger 
partnerships with DMC governments to improve the quality of PFM. There was less evidence 

                                                 
59  Particularly the project preparatory technical assistance. 
60 ADB. 1996. Mainstreaming Participatory Development Processes in Bank Operations, June. 
61 ADB. 2004. Special Evaluation Study: Effectiveness of Participatory Approaches. December. 
62 Variations could reflect the different requirements of fragile states, economically advanced states, small landlocked 

countries, and countries in transition.  
63 Diagnostics could also be undertaken by DMCs in collaboration with donors. 
64 Bangladesh, Cambodia, Lao People’s Democratic Republic,  Maldives, Papua New Guinea, and Philippines. 
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that CPARs influenced CSPs.65 Feedback from staff consultations suggests that one of the 
binding constraints for ADB is expanding PER work and becoming a more active partner in joint 
assessments given limited staff resources. 
 
65. Although there is significant DMC demand for support for PFM systems, there is as yet 
no road map that clearly shows the actions required by a DMC before ADB adopts the country’s 
own financial and procurement systems. As a consequence, all ADB projects continue to use 
ADB systems and procedures managed through specially created ADB project management 
units. This type of arrangement effectively perpetuates the problem of weak country systems, a 
situation exacerbated by the limited technical assistance resources devoted to strengthening 
national and sector PFM systems.  
 

3. Strategic Partnerships and Development Effectiveness 
 
66. Vital Importance of Strategic Partnerships. The LTSF committed ADB to enhancing 
strategic alliances with other development agencies. The governance action plan calls for ADB 
to actively promote integrated approaches and in particular to conduct CGAs and PERs in 
collaboration with other donors. The Paris Declaration pledged far-reaching, measurable actions 
to reform the way aid is delivered and managed. The partnership commitments in it center on 
the principles of ownership, harmonization, alignment, results, and mutual accountability.  
 
67. At the institutional level, ADB has developed an action plan on harmonization and the 
alignment of activities with other donors and issues a quarterly progress report on performance 
against commitments. ADB is continuing to develop its partnerships with bilateral donors that 
often provide technical assistance to complement and add value to ADB’s or that cofinance loan 
projects or technical assistance grants that parallel project investments over a longer timeframe 
thus covering periods when ADB’s loan facilities are not available. Technical assistance grants 
can also be used to support program-based approaches, although they have not to date been 
used extensively for this purpose. Strategic alliances with bilateral donors are also important for 
strengthening ADB’s governance capacity. 
 
68. ADB is fully committed to engaging in strategic partnerships to enhance development 
effectiveness. For example, ADB conducts an increasing number of joint PERs and country 
procurement assessments with the World Bank. However, there has been less success in 
conducting joint country governance assessments66 or in drawing on other types of governance 
and anticorruption assessments to inform country strategies and priorities. With the exception of 
the Philippines, the World Bank conducts PSM and institutional assessments for all OCR 
countries; ADB may consider drawing on these assessments. Partnerships are also apparent in 
increased use of cofinancing and ADB-managed donor trust funds. Donor funds have 
contributed to the implementation of the governance policy both through (i) providing technical 
assistance for vital governance work and (ii) financing sector-based governance initiatives. 
During 2000–2004, for example, four governance loans with a value of $71 million were 
cofinanced. An additional $50.7 million, including $25 million from the Japan Special Fund, were 
contributed by donors for technical assistance projects (see Appendix 6 for data on cofinancing 
and donor contributions). 
 

                                                 
65 As Central Operations Services Office (COSO) is the main contact point for CPARs in ADB, country teams are 

either not aware of the initiative, or do not see it as an input to the CSP.  
66 In some instances, CGAs were undertaken in countries where other agencies had conducted similar assessments. 
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69. The use of joint assessments and diagnostics supports DMC ownership and leadership, 
in particular through extensive stakeholder participation and adapting assessment frameworks 
to the local context.67 Nevertheless, further efforts are required to improve the quality of these 
alliances through a transparent framework for results operating at the corporate and country 
levels—the latter featuring in CSPs. At the country level, such partnerships are most effective 
when DMC governments see the benefits of donor collaboration and harmonization and provide 
direction and coordination. Even where DMC capacity is limited, however, ADB has actively 
participated and in some instances has led donor coordination to facilitate information sharing 
on PSM activities.   
 
70. The review also found that alliances and partnerships operate at a number of levels and 
represent increasingly powerful mechanisms for promoting development effectiveness. There 
are a number of good practices emerging. Strategic alliances to improve development 
effectiveness are now developing rapidly in areas such as (a) joint needs assessments for post-
conflict and disaster-affected countries, (b) common processes to develop country strategies,68 
and (c) assessing country performance for purposes of allocating ADF resources. 
  

IV. ZERO TOLERANCE: IMPLEMENTING THE ANTICORRUPTION POLICY 

71. This chapter reports on implementation of the anticorruption policy to date with particular 
attention focused on ADB’s efforts vis-à-vis the actual commitments made in the policy and in 
the governance action plan.69  In practice, ADB has sought to increase the integrity of its own 
operations by (i) strengthening procurement, (ii) updating the code of conduct for ADB staff, (iii) 
requiring independent internal reporting, (iv) improving loan supervision and oversight, and (v) 
providing staff training and seminars. This assessment is based on the commitments made in 
the policy to:  
 

(i) assist DMCs as requested to help curb corruption within their own institutions, 
(ii) consider corruption issues in formulating CSPs,  
(iii) prevent corruption in ADB projects, and 
(iv) support regional initiatives and research in advancing accountability and 

transparency in the region.   
 
A. Assisting Developing Member Countries in the Fight against Corruption 
 
72. Increasingly Open Dialogue about Corruption. Before 1998, dialogue with DMCs 
about corruption was rare, and problems related to corruption were not generally featured in 
CSPs. Over the last few years, however, DMC governments have been increasingly willing to 
speak openly about corruption and to lead anticorruption efforts. Many are now making 
determined efforts to root out corruption and to improve efficiency and accountability in their 
national, subnational, and local administrations. Twenty-five governments have now endorsed 
the ADB-OECD Anticorruption Initiative for Asia. Greater economic globalization has intensified 
competition for foreign direct investment and has increased pressure for greater anticorruption 
measures and stronger international coordination in tackling money laundering. As a result, a 
growing number of good practices is emerging in the region. Furthermore, there is every reason 
to expect that government and civil society campaigns against corruption in the region will 
                                                 
67 Countries where the CGA framework was adapted to suit the local context include Bangladesh, Bhutan, India, Sri 

Lanka, and the Pacific countries.  
68 Bangladesh, Cambodia, and Viet Nam are recent cases. 
69 The measures taken to meet commitments in the anticorruption policy are available on ADB’s anticorruption 

website (Available: www.adb.org/Anticorruption/default.asp).   
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continue to gain momentum. This suggests that it is vitally important for ADB to strongly support 
this “new wave” of reformers among its own DMCs. 
 
73. Mainstreaming Anticorruption Efforts. Long-term success in reducing and 
(eventually) eliminating corruption in ADB operations will require patient and persistent 
economic, legal, and institutional reforms. Recognizing this, the policy envisaged that ADB’s 
anticorruption efforts would be implemented within the context of its extensive work on 
governance and capacity building. In this regard, there are a growing number of loan and 
technical assistance projects that aim to improve transparency and establish financial 
management control systems.  The review was not, however, able to assess the impact of this 
work given the weaknesses of monitoring and evaluation systems to measure project outcomes. 
 
74. Supporting Developing Member Country Anticorruption Efforts. While the policy 
emphasizes support for DMC anticorruption efforts on a case-by-case basis, the demand for 
such ADB support has been limited due to the sensitive nature of the issues raised. Some 
governments perceive anticorruption as an issue best handled by other types of development 
institutions (e.g., the United Nations Development Programme). Nevertheless, ADB is engaging 
in a growing number of anticorruption activities and continues to expand its role in supporting 
active dialogue at the country level, e.g., its active policy dialogue on the development of an 
anticorruption project in Bangladesh and a state audit reform loan in Indonesia.  
 
75. Addressing Corruption in Country Strategies and Programs. CSPs provide the entry 
point through which DMC governments can address corruption issues in ADB operations and in 
the country itself. While an increasing proportion of CSPs now discuss corruption,70 the review 
found considerable variation in the way issues are presented. Reporting anticorruption 
measures is not currently a component in the results framework, and the business process 
framework for preparing CSPs and the CSP template is silent on the treatment of corruption. 
Nevertheless, the fact that corruption is now openly discussed is in sharp contrast to previous 
years when CSPs rarely made reference to its damaging effects on development. 
 
76. Harnessing Insights of Civil Society Stakeholders. ADB recognizes the importance 
of tapping into local knowledge to enrich the quality of institutional analyses at the country and 
sector levels and to more fully involve civil society groups in combating corruption. Over the last 
5 years, ADB has become increasingly engaged with civil society stakeholders through the 
consultative and participatory processes associated with developing CSPs, designing projects, 
and refining ADB policies. ADB also assists DMC governments in designing effective project 
monitoring measures including strategies for involving civil society. ADB’s NGO-Civil Society 
Network also helps strengthen government-NGO cooperation and engagement in program and 
project design. In addition to providing useful insights into project design, civil society is 
beginning to become more actively involved in project monitoring. Such basic insights into the 
effectiveness of the formal and informal systems that control decision making and resource 
allocations contribute to more accurate corruption risk assessments.  
 
77. Dedicated Resources. ADB has allocated only minimal resources for specific 
anticorruption activities.71 Even when the country team identifies specific actions in the CSP,72 
the resources required to deliver the outputs (generally resources and technical expertise) are 

                                                 
70 Eight of the CSPs reviewed noted problems of corruption. 
71 For the period 2000–2004, only one sector loan and three governance technical assistance activities were 

identified under the new classification system as projects where anticorruption was one of the themes.  
72 As in the case of the Bangladesh CSP, 2005–2006. 
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often not explicit, and ADB has made only limited investments to improve organizational 
learning and knowledge sharing.  
 
78. Reliable Data on Corruption. Information on corruption at the country level is currently 
obtained from CGAs, PERs, CPARs and assessments undertaken for ADF countries. These 
assessments provide the basis for policy dialogue between ADB Management and DMC 
governments. In many cases, however, these assessments are overly broad in scope and 
provide little practical guidance for integrating anticorruption measures into the CSP.73 Given 
that ADB does not conduct corruption assessments at the national, subnational or sector levels, 
country teams are unable to assess whether ADB projects are likely to be affected by corruption 
during design or implementation which has several potentially serious consequences.  
 

(i) The CSP may not be explicit enough about portfolio performance with particular 
reference to procurement, public financial systems, and financial audit.  

(ii) Sector road maps may not clearly identify or assess corruption risks in the 
portfolio, making it impossible to determine appropriate mitigation strategies.  

(iii) The CSP may lack a clear statement that all investments will be designed to 
minimize corruption risks during implementation.    

 
B. Preventing Corruption through Sound Program/Project Design 
 
79. Opportunities for Corruption in Projects. Project loans, which continue to be ADB’s 
largest single lending instrument,74 often create opportunities for corruption as a result of flaws 
in design and implementation. Informants at country consultations described various ways in 
which government counterpart funds and/or local community contributions to loan projects can 
create opportunities for corruption. In many cases, arrangements for implementation, 
supervision, and oversight are not explicit in project documents. Further, terms of reference for 
contracting local expertise often do not specify requirements to prevent corruption. While ADB’s 
new classification system allows anticorruption work to be classified as a theme, only one loan 
and seven technical assistance projects were tagged as addressing corruption during the period 
2001–2004. This low volume suggests that ADB staff do not systematically link project design 
elements related to transparency and accountability to reducing opportunities for corruption.   
 
80. Inadequate Integration of Corruption Issues into Business Processes. The current 
format for project and program documents (report and recommendation to the president [RRP]) 
does not include a separate section in which risks of corruption are described and mitigation 
measures are developed for integration into the project’s design. There is, thus, little incentive 
for project design teams to address this issue. Nevertheless, it should be noted that some ADB 
teams have taken the initiative to introduce specific measures to mitigate corruption risks in 
RRPs.75  It should also be noted that project completion reports and project performance audit 
reports, while useful, do not provide a full or candid assessment of the scale and incidence of 
corruption in a project. Given existing formats and procedures, they may fail to document the 
extent to which corruption impacted ADB funds and compromised the efficiency of the 
investment or prevented anticipated benefits from being realized. 
 

                                                 
73  United Nations Development Programme, the United States Agency for International Development, and the World 

Bank have comprehensive corruption assessments/toolkits. 
74 The very different issues posed by program loans are dealt with separately below. 
75 For example, Loan 2172-BAN: Urban Primary Health Care, approved on 31 May 2005.  
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81. Risks Associated with Stand-Alone Project Units. Staff commented that there are 
often high corruption risks when projects are implemented through de facto, stand-alone 
mechanisms such as project management units. Such units, which are quite common, typically 
report to specially created steering committees that lie outside official structures.76 They are 
normally created with the explicit purpose of bypassing perceived sources of malfeasance and 
removing perceived sources of malign influence within official systems (“stopping political 
interference”). However, it is an open question whether such project-specific parallel systems 
are just as likely to encourage malfeasance and reduce transparency and accountability as they 
are to improve the situation. 
 
82. Program Loans and National Systems. Preventing corruption in the design of program 
and mixed program/investment loans is perhaps even more challenging. Program loans are 
performance-conditional budget support and as such their proper use depends on the integrity 
of national/subnational financial control and accountability systems.77 Enhancing the 
effectiveness of program loan financing will require strengthening national/subnational systems 
of PFM. Ideally, ADB (and other donors) should use national financial systems in order to lower 
transaction costs and contribute to better development effectiveness at the country level.78 
However, there must also be a realistic assessment of the risks and benefits associated with 
using national/subnational systems. ADB’s justification for providing program loan assistance is 
substantially strengthened when a critical mass of donors is confident that, on balance, budget 
support is (i) an effective means of supporting reform, (ii) more cost effective than project 
modalities, and (iii) likely to lead to reduced transaction costs that outweigh the risks of leakage. 
 
C. Enforcement and Prevention Measures  
 
83. Financial Management Assessments. Current operational policies clearly require the 
thorough financial management assessment of executing agencies during project design. 
However, a financial due diligence retrospective study conducted by ADB’s Capacity 
Development and Governance Division (RSCG) found that the average quality of ADB’s 
financial due diligence, as disclosed in RRPs, is barely adequate.79 Overall, 17% of all RRPs 
evaluated and 20% of public sector RRPs failed to adequately address financial due diligence. 
The report made a number of recommendations that have been endorsed by Management.  
 
84. Project Review Missions. ADB’s project administrative instructions (PAI)80 do not 
provide clear guidance on the precise role of project review missions in addressing corruption in 
projects. Among the possible issues that such missions might examine are (i) the financial 
soundness of executing agencies’ systems, (ii) the effectiveness and reliability of project 
monitoring reports, and (iii) procurement and agency performance. However, each of these 
activities would likely have significant implications on the skill composition and cost of review 
missions. Various informants raised serious concerns that project staff lack sufficient time to 
thoroughly evaluate bid documents and bids prior to giving no-objection clearances. 
 

                                                 
76 ADB. 2005. Special Evaluation Study, The Role of Project Implementation Units, OED, May. 
77 The consultations pointed out that policy reforms supported by program loans commonly alter the locus and 

potential for corruption. Examples include introducing private- or agency- service-supply arrangements or 
delegation of authority to subnational tiers. 

78 One of the primary commitments in the Paris Declaration is to use country systems whenever and wherever 
possible. 

79 ADB. 2005. 2004 Financial Due Diligence, Retrospective, RSGR, May. 
80 ADB. 2004. Project Administration Instructions, April 2004 revision. 
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85. Annual Audited Financial Statements (AFS). Although AFS are prepared for all 
projects, they are currently only a minor source of allegations of corruption. Over the last 6 
years, AFS have led to, on average, fewer than two Office of the Auditor General Integrity Unit 
(OAGI) investigations annually. The Financial Due Diligence Retrospective Report highlighted 
weaknesses in the timely submission of AFS and their level of detail with respect to 
disbursement flows. Many staff believe that annual audit reports are of variable quality and often 
include excessive qualifications. Over time, ADB must ensure that all AFS are prepared to 
international standards by continuing to support capacity development of Supreme Audit 
Institutions so that they can consistently deliver high quality AFS.81 In the interim, greater use of 
private audit firms may be required.  
 
86. Procurement-Related Audits. In 2004, OAGI conducted two project procurement-
related audits and have planned four more for 2005. Carrying out such audits in partnership with 
in-country audit institutions has at least two major advantages: (i) it increases ownership of audit 
findings, and (ii) it builds local capacity. While ADB’s Controller’s Department regularly 
undertakes sample verification and audit studies of statements of expenditure, the critical 
certification that work and services are completed to specified quality standards depends 
entirely on the integrity of the project’s internal monitoring arrangements.  
 
D. Guidance and Training 
 
87. ADB’s operations manual (OM) and PAIs provide staff with some guidance but not in full 
operational detail. The audit manual contains a chapter on corruption.82 Guidelines for the 
Financial Governance and Management of Investment Projects set out policies and procedures 
to ensure sustained operations of project entities. In addition, OAGI provides anticorruption 
training to staff in RDs and RMs.   
 
88. Guidelines for Procurement and Guidelines on the Use of Consultants are the two 
fundamental procedural safeguards for use during project implementation. These important 
guidelines conform to international standards and are periodically reviewed and updated. 
However, staff expressed reservations about continued over-reliance on them as primary 
bulwarks against corruption; many informants noted that insufficient attention is paid to ensuring 
adequate transparency provisions and to monitoring arrangements to make corruption more 
difficult.   
 
89. Staff currently lack practical guidance notes or training programs to help them prioritize 
procurement documents for review and detect and assess early warning signs of malfeasance. 
This is particularly a problem for national staff in RMs who are commonly responsible for 
scrutinizing procurement documentation. While experienced project officers may be able to 
immediately spot telltale signs of collusion in a mountain of procurement paperwork, newer staff 
are not likely to have these skills. Thus, systematic training and guidance in detecting 
malfeasance are essential. More specifically, guidance and best-practice examples are needed 
in such areas as (i) preparing corruption risk assessment and mitigating measures for CSPs; (ii) 
reviewing and updating corruption risks and assessing the effectiveness of mitigating measures 
during CSPU preparation and portfolio review; and (iii) preventive design arrangements.  
 
                                                 
81 In addition to supporting Supreme Audit Institutions, OAG works with the International Organization of Supreme 

Audit Institutions and the Asian Organization of Supreme Audit Institutions. 
82This chapter covers (i) institutional responsibilities, (ii) operational procedures, (iii) guidance on assessing 

allegations of fraud and corruption on the part of ADB staff, (iv) ensuring the integrity of ADB lending operations, 
and (v) dealing with complaints and allegation of fraud and corruption. 
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90. Staff appear to have only limited familiarity with ADB’s audit manual (which is not part of 
the primary guidance provided in the OM and PAIs even though it is accessible through ADB's 
anticorruption website). OAGI provides some guidance through ADB Today, the official online 
channel for communicating with staff; however, its effectiveness is lessened given that it is 
perceived more as an information and news channel.  
 
91. Historically, OED evaluated efforts to control corruption in ADB operations in cases 
where combating it was identified as an explicit activity in a project. As a consequence, the 
lessons learned that OED evaluations normally provide have been unavailable for guidance on 
effective program and project design to address corruption.   
 
E. Management Engagement and Staff Perceptions  
 
92. Need for Management Engagement and Leadership. The effort to fight corruption 
must be spearheaded by ADB Management whose leadership and messages have a significant 
impact on staff attitudes. For example, some ADB staff feedback noted reluctance to discuss 
corruption with government counterparts unless Management had already raised the issue 
during CSP discussions. ADB’s senior Management participated in the internal consultations on 
this review and acknowledged the many challenges involved in implementing the anticorruption 
policy. However, they also made it clear that they were fully committed to improving ADB’s 
effectiveness by controlling corruption in all operations. Management is now much more vocal 
about corruption during review meetings for CSPs and projects than ever before.  
 
93. Persistent Staff Skepticism. Despite recent expressions of senior Management 
commitment and concern, consultations revealed that there remains widespread skepticism 
among staff both at headquarters and at RMs. Most staff feel that, de facto, ADB is not trying to 
aggressively deal with alleged corruption and that there are implicit incentives for staff to not 
report suspected abuse. Further, there is a widespread perception that Management continues 
to “tread cautiously” in policy dialogue about corruption issues during CSP and portfolio review 
discussions. Stakeholders consulted in DMCs also have major concerns about the 
implementation of the long-standing corporate commitment to tackling corruption.  
 
94. Internal Governance. Most staff attribute the root cause of this perceived organizational 
reticence to addressing corruption to certain aspects of ADB’s governance. Unlike a normal 
joint-stock bank, ADB borrowers are also shareholders—a situation that could make it more 
difficult to identify and stop corruption. On the one hand, DMC Board members are perceived to 
be sensitive about their countries being labeled as “corruption prone.” On the other hand, 
developed-country Board members are seen to be sensitive about accusing companies from 
their constituencies of corruption. This ambivalence within ADB’s governance structures is seen 
as impacting Management attitudes and actions, and those role models are communicated to 
staff. 
 
95. Possible Underreporting. One of the most striking findings that emerged from the 
country consultations was the degree of concern among staff about the real extent of corruption 
in ADB projects and the current degree of underreporting. These concerns were particularly 
salient among staff posted in RMs and those directly involved in project implementation. Similar 
concerns were voiced by several NGOs and CSOs. Staff participants identified the lack of 
incentives for staff to report suspected malfeasance as a major underlying factor. Most staff 
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indicated that reporting corruption is implicitly discouraged,83 with one staff describing it as 
“likely career suicide.” The implication of these findings is that the number of corruption 
allegations reaching OAGI⎯the initial point of contact for allegations⎯is significantly lower than 
it should be.  
 
96. OAGI efforts to increase reporting rates have included publication of promotional 
leaflets, conducting briefings and seminars for current and new staff, and establishing more 
secure reporting mechanisms. Overall, OAGI activities have strengthened ADB’s anticorruption 
profile, particularly in terms of tightening up procurement and lessening corruption risks. 
However, the effectiveness of these efforts in the longer term depends upon introducing sound 
performance measures and benchmarks and stronger incentives for staff. 
 
97. Harmonizing Reporting. A strong case can be made that MDBs should harmonize their 
reporting to better facilitate benchmarking of organizational performance in fighting corruption. 
However, the review was unable to benchmark performance with other MDBs84 given the major 
differences in the way they report performance. 
 
F. Strategic Partnerships 
 
98. Donor Feedback. In developing its policies and processes for assisting its DMCs, ADB 
relies on inputs from diverse sources. The positions of its donor countries are particularly 
important, and ADB takes donor government policy positions and legislation into consideration 
in developing its approach to implementing the anticorruption policy. For example, in May 2005, 
the United States Senate Foreign Relations Committee introduced a bill to strengthen 
anticorruption efforts in MDBs by increasing transparency, accountability, and oversight.85 
 
99. Strategic Partnerships. ADB could greatly expand its strategic partnerships with other 
international development agencies to assist DMC governments in developing strategic and 
coordinated approaches to fighting corruption. ADB could participate more actively with partners 
in joint PERs, country fiduciary and accountability assessments, and procurement assessments. 
Each of these activities would strengthen internal knowledge about the implications and risks 
involved in using national systems.   
 
G. Summary  
 
100. Overall, the review was impressed by ADB’s continuous and ongoing efforts to review, 
strengthen, and progressively close loopholes in procurement guidelines. As noted above, 
inadequate fiduciary and corruption risk assessments at country and sector levels have, in all 
likelihood, lessened the effectiveness of ADB’s efforts to deal with corruption; however, the 
review also identified a number of challenges that must be addressed if the policy is to be fully 
and effectively implemented. Globalization, the regional transition to largely market-based 
economies, and the growth of e-governance also introduce new opportunities for corruption. 
Greater consideration needs to be given to these factors as part of ADB’s broader work on 
governance and capacity building. The World Bank study on governance indicators provides a 
                                                 
83  Some examples given during the consultations included discouraging inclusion of references to potentially corrupt 

activities in back-to-office reports (BTORs); transferring staff who report project difficulties that could be associated 
with corrupt practices; and not taking appropriate follow-up action when corruption issues are reported in BTORs. 

84 Inter-American Development Bank and World Bank annual reports on fraud and corruption were reviewed. 
85 While ADB agrees in principle with the overall objective of that bill, specific issues of policy direction and detailed 

implementation of the points raised would need to be considered and agreed to by ADB’s Board of Directors before 
implementation by ADB Management. 
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timely assessment of recent efforts to fight corruption, pointing out that additional anticorruption 
commissions, more laws and decrees, and more aggressive educational campaigns may not 
have been cost effective and should be critically evaluated.86 
 

V. ORGANIZATION AND STAFFING 

101. Overview. The objectives of the 2002 reorganization included (i) strengthening country 
focus, (ii) mainstreaming governance and other crosscutting themes, (iii) enhancing quality and 
expertise, and (iv) strengthening accountability for program delivery. The MTS (2001–2005) had 
already highlighted ADB’s role in providing knowledge products and services and the need for 
new sets of skills for ADB staff. In 2004, an independent assessment of the reorganization87 
focused on its effectiveness in delivering on commitments made in the LTSF and the MTS. This 
review took the findings of that independent assessment and the HRS (2004)88 into 
consideration in assessing organizational and staffing implications related to effectively 
implementing the policies. 
 
A. Organizational Arrangements for Implementing the Policies 
  
102. Impact of Reorganization. Subsequent to the 2002 reorganization, responsibilities for 
implementing the governance and anticorruption policies were as follows. 
 

(i) The RDs and RMs were responsible for all operations, including CSP 
preparation, and all stages of the project cycle other than evaluation. 

(ii) The Office of the General Counsel (OGC) was charged with supporting legal and 
judicial reform.  

(iii) Departments within Finance and Administration (e.g., Budget, Personnel, and 
Management Systems Department [BPMSD], Controller), and the Central 
Operations Services Office (COSO) were to implement and closely monitor 
activities to prevent corrupt practices. 

(iv) The OAGI was designated as the main contact point for allegations of fraud. 
(v) The Governance and Regional Cooperation Division (RSGR) within the Regional 

and Sustainable Development Department (RSDD) was given responsibility for 
maintaining quality and technical excellence, ensuring ADB-wide consistency by 
developing and monitoring policies and guidelines, and supporting regional 
programs in governance and anticorruption.   

 
103. Recent Reorganization of RSDD. The reorganization of RSDD flowed out of the 
recommendations of an independent assessment which found that the procedure for making 
comments on quality (COQ) had failed due to insufficient staffing that had led to comments that 
were either superficial or too late to be taken into consideration. Another key finding was that 
ADB’s post-reorganization efforts to institute matrix committees and networks had not been 
sustainable. Underlying reasons have to do with staff incentives and the fact that staff in the 
RDs must orient their work plans to department priorities; there is, thus, little motivation for staff 
to engage in interdepartmental or ADB-wide activities. In 2005, the RSCG replaced RSGR as 

                                                 
86  Kaufmann, Daniel, Aart Kraay, and Massimo Mastruzzi. 2005. Governance Matters IV: New Data, New 

Challenges. Washington, DC:  The World Bank. 
87 ADB. 2004. Independent Assessment of the Effectiveness of the Reorganization of the Asian 

Development Bank Diagnostic Report. IN.273-04, November. 
88 ADB. 2004. Human Resources Strategy, October. 
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part of the reorganization of RSDD, 89 whose new mandate was to support and enhance quality 
and efficiency across ADB operations. RSCG was charged with the following: 
 

(i) introducing a more meaningful and comprehensive quality assurance mechanism 
for governance and anticorruption work;  

(ii) developing sound criteria to help country teams be more selective in country 
programs;  

(iii) collaborating closely with sector specialists in RSDD to develop innovative 
approaches to integrating governance and institutional development initiatives 
into sector operations;  

(iv) seeking effective mechanisms to promote knowledge management in 
governance and anticorruption;  

(v) serving as the focal point for oversight on financial due diligence and governance 
issues; and 

(vi) leading and coordinating anticorruption activities, including interfacing with OAGI 
and OGC. 

 
104. As part of reorganization, responsibility for anti-money laundering was transferred to 
OGC, which allowed RSDD to shed non-core functions and focus more effectively on selected 
areas as recommended by the independent assessment panel. 
 
B. Governance Functions in Operations 
 
105. Functions to Support NPRSs and CSPs. Earlier chapters of this review highlighted the 
achievements and continuing challenges facing the RDs and RMs as they engage in policy 
dialogue, build trust, and assist DMCs in strengthening governance and building strong 
institutions. The centrality of nationally driven poverty reduction strategies to guide ADB’s 
governance work together with the changes in the external development context, and significant 
changes in ADB’s strategic and operational frameworks have collectively placed additional 
demands on the implementation of the policies. In addition to the functions associated with 
designing and implementing projects and programs, ADB is expected to undertake a number of 
specialist functions that are particularly relevant in the areas of governance and anticorruption.  
The core governance functions include the following:  
 

(i) acquire and apply sound, up-to-date knowledge on the country’s formal and 
informal governance systems in all areas of work;  

(ii) engage in strategic policy dialogue with DMCs on governance and anticorruption 
issues during formulation of the NPRS including NPRS governance results;  

(iii) ensure the effective mainstreaming by sector divisions of the policies in CSPs, 
programs, and projects;  

(iv) sustain strategic alliances with international development partners in DMCs;  
(v) provide oversight of fiduciary and corruption risk assessment at the country, 

sector, and project levels;  
(vi) provide oversight on project and program procurement, financial management, 

and actions mitigating corruption during implementation; and 
(vii) implement the governance commitments agreed to on harmonization and 

alignment in the Paris Declaration. 
 

                                                 
89 ADB. 2005. Regional and Sustainable Development Department: Toward Greater Relevance and Effectiveness. 

IN.159-05, July. 
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106. The delivery of the NPRS and CSP governance functions outlined above rely on sound 
leadership and an effective organization. The review found that there was no guidance on how 
RDs and RMs should be organized to deliver the complex and demanding governance agenda 
and in a manner that ensures accountability.  
 
107. Support Provided by Resident Missions. The RMs now play a central role in ADB’s 
country operations including guiding the development of CSPs. The governance specialists who 
are now posted in some RMs are central to implementing the policies by (i) developing 
strategies to improve policy dialogue with DMCs, (ii) engaging in upstream governance 
activities, and (iii) increasing ADB’s responsiveness to unique country development needs and 
priorities. Responsibility for portfolio management increasingly rests jointly with headquarters 
and RMs which allows intensified in-country cooperation with stakeholders and improved 
monitoring of operations. However, the review finds that while RM staff have considerable 
knowledge of the operating environment, they are not sufficiently involved in project design.  
Secondly, clarity and some level of consistency is required on accountability and responsibilities 
of RM governance specialists within the overall accountability framework for governance and 
anticorruption in operations. 
 
108. PBA Governance Assessments. The enhanced PBA policy requires that ADB ensure 
the integrity of governance assessments, including supporting transparency as a basis for policy 
dialogue with DMC governments. Governance specialists are accountable and responsible for 
providing sound scores for use in the PBA system. In this context, governance specialists are to 
(i) score, interpret, and document the governance assessment; (ii) actively engage with DMCs 
about findings of governance assessments; (iii) respond to external interest groups on matters 
concerning the governance scores; and (iv) harmonize and collaborate with development 
partners. However, the review found that governance specialists are often not held accountable 
for the governance assessment for PBA due to time and staff constraints. 
 
C. ADB’s Governance Expertise and Workload 
 
109. Governance Staffing. While the governance action plan acknowledged that increasing 
governance skills would not be resource neutral and that the number of specialist governance 
staff would have to increase, the plan did not offer numerical targets and generally presented a 
cautious approach in presenting probable expansion.90 In 1998, a review of the governance 
policy found that there were only nine governance specialists (including an advisor) and 
concluded that this would not be sufficient to achieve ADB’s governance objectives. By 
February 2005, there were still only 12 approved professional posts with “governance” in the 
official designation.91 Of these, only eight posts were filled, with one of the eight not working on 
governance. Two staff members were posted to RMs. The number of approved governance 
posts does not accurately reflect the total number of governance posts in RMs. For example, as 
of 1 February 2005, there were four governance specialists and four governance officers in six 
RMs with more planned. RMs also now have staff who are financial economists, public resource 
management specialists, and financial management specialists. RSCG has four staff covering 
governance, anticorruption, capacity development, and regional cooperation. OGC estimates 
that 20% of its staff resources are directly supporting operations (footnote 87).   
 

                                                 
90 “Over the next 4 years, 2001–2004, ADB will enhance its governance operations by providing more staff resources, 

new and redeployed, to operations departments to ensure effective mainstreaming of governance policy into ADB 
operations” (governance action plan). 

91 Data from BPMSD.  
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110. Governance Workload. Governance specialists at ADB face increasingly heavy 
workloads due to such factors as (i) the requirement that DMCs address governance issues 
more effectively in NPRSs; (ii) the introduction of mandatory CGAs for CSPs in 2002 and 
governance assessments for ADF countries as part of the PBA policy; (iii) increased priority on 
coordinating with development partners; and (iv) the priority placed on producing demand-driven 
knowledge products and services. There are special challenges associated with the doubling of 
governance program loans and the 61% increase in governance technical assistance activities 
since 1998.92 An SES of program loans conducted by OED93 found they were labor intensive 
and required specialized experience, with SDPs particularly resource intensive. The study noted 
that staff resources and skills were insufficient to fully address the governance objectives in 
program loans; this implies that policy reform cannot be addressed as a purely technical matter 
or as a simple extension of sector work. In this regard, the review finds that ADB has not taken 
a systematic approach to assessing workload requirements as reflected in continuing 
governance vacancies in three RDs and in RSCG. 
 
111. Resident Mission Staffing. Even in RMs with dedicated governance specialists, the 
highest priority generally goes to processing and implementing loans and technical assistance 
leaving little time for preventive measures and adopting a risk-based approach to portfolio 
management. Some staff in RMs may also be reluctant to become visibly active in matters such 
as corruption given government sensitivities. With their increasing responsibility for 
program/project implementation, RMs are exposed to significant risks in such areas as 
procurement, financial management, and corruption, but sound risk management and mitigation 
strategies are not well developed for portfolio management. Consultations revealed that RM 
staff could benefit from more guidance and support in their governance and anticorruption 
activities. Further, the review finds that there is a need for greater clarity about roles for 
governance and sector specialists in RMs and governance specialists in RMs and RDs.  
 
112. Anticorruption Expertise. As discussed in Chapter IV, effectively mainstreaming 
anticorruption measures in sector work is very challenging given the lack of suitable experts in 
the RDs (particularly in the sector divisions) and RMs. In some cases, staff hired as financial 
management specialists to undertake mandatory financial due diligence functions have been 
diverted to assist with loan processing. Those experts, however, should be redirected into their 
primary areas of responsibility, allowing them to concentrate on vitally important financial due 
diligence functions. 
 
113. Contributions of the Office of the General Counsel. ADB’s OGC provides important 
inputs to support its governance and anticorruption work. This role needs to be formalized for a 
number of reasons including (i) improving planning for staffing governance and anticorruption 
specialist positions and associated costs; (ii) integrating OGC roles into the governance and 
anticorruption career path;94 (iii) improving links with RSCG and avoiding duplication and 
overlap of functions; and (iv) strengthening accountability and responsibility for development 
outcomes related to the implementation of the policies.   
 
114. External Expertise. The broad scope of governance work that ADB is committed to 
requires access to a wide range of technical and institutional experts, but it is not practical or 
cost effective for this expertise to be entirely situated within ADB. The SES on program lending 
                                                 
92 In 1998, there were 2 loans and 33 technical assistance projects, and for 2000–2005 the annual average was 4 

and 53, respectively. 
93 ADB. 2001. Special Evaluation Study on Program Lending. November. 
94 The HRS commits ADB to career paths for technical specialists based upon business needs and a competency 

framework for technical jobs, including at senior levels.  
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identified a need to build up a roster of experts to provide consultant support in preparing 
programs. ADB staff at both headquarters and RMs made it clear that they need ready access 
to governance expertise in virtually all technical areas; however, this review finds that ADB has 
no organizational mechanism for accessing governance experts, either regionally or globally. 
There has been little effort to establish formal arrangements with external institutions that 
specialize in areas of governance and anticorruption. Staff also noted that the database on 
individual consultants (DICON) is poorly maintained, slow, and difficult to operate and as a 
result, is not used by ADB staff or consultants. Instead, recruitment of governance staff 
consultants is almost entirely through personal contacts and the availability of the known “good” 
consultants. In short, effective implementation of the polices has been slowed by the lack of 
appropriate and cost-effective facilities to access external experts.    
 
115. Unrecognized Governance Competencies. As part of this review, a staff survey was 
conducted to assess the technical core governance and anticorruption competencies of all staff 
posted in RMs and in the governance, finance, and trade (GFT) divisions of the RDs.95  Findings 
revealed that the official list of posts and designations fails to fully reflect the available skill base 
given the substantial reservoir of governance skills and experience that exist among staff in the 
GFT divisions and RMs. For example, 28 staff self-reported that they were skilled in PFM; 27 in 
aspects of public administration reform, and 26 in anticorruption work. There also appears to be 
a similar pool of unrecognized expertise in institutional development that could be mobilized to 
strengthen the governance content and impact of CSPs and sector projects. However, 
recognizing that these skills exist within the organization and making effective use of them are 
very different. Planned changes in ADB’s human resource systems to support governance work 
by encouraging specialists to join a “governance cadre” may lead to a wider pool of experts that 
ADB can draw on to further implement the policies. 
 
D. Mainstreaming Governance and Anticorruption Measures in Sectors  
 
116. Mainstreaming Institutional Development. The 2002 reorganization required ADB’s 
sector divisions to (i) emphasize SWAPs; (ii) conduct sector assessments, using consultative 
and participatory processes where appropriate; (iii) develop sector road maps for CSPs; and (iv) 
mainstream governance and other themes in sector projects. These represent significant tasks 
and, as such, are not resource neutral. During review consultations, many sector specialists 
expressed concerns that complying with these mandates is highly problematic given that they 
spend a disproportionate amount of their time processing and overseeing the implementation of 
projects. This high level of project-related activity leaves little time for specialists in RDs and 
RMs to undertake crucial activities such as adding value by supporting upstream, program-
based support for sectors/themes and implementing oversight, guidance, and due diligence. 
Sector specialists also noted that their workload is dictated largely by commitments made in the 
CSPs and by the way projects are designed. The heavy workloads on sector specialists also 
reflect the fragmented nature of technical assistance projects. ADB generates on average 500 
such projects each year (average value $580,000, average duration 16 months), which implies 
a very high level of resources dedicated to processing and administration. At any particular point 
in time, ADB may be effectively dealing with as many as 1,000 such projects.  
 
117. Improving Support Services, Training, and Institutional Knowledge. While the 
governance action plan called for establishing substantial program training for staff, 
achievements have in fact been modest. Consultations at both headquarters and RMs revealed 
that staff at all levels were conceptually uncertain about “institutional development.” While they 
                                                 
95 See Appendix 8 for details. 
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are certainly aware that improving institutional performance is a priority, they are much less sure 
about how to apply that principle. There was a strong consensus among staff informants that 
increased support, guidance, and training on governance issues is badly needed. Some specific 
interventions that would improve capacities of ADB staff are (i) training programs that present 
both key concepts and practical approaches to implementation; (ii) pro formas, templates, and 
guidance notes to strengthen the quality and sustainability of sector work and CSPs; and (iii) 
greater support for mission leaders on institutional development in project design and 
anticorruption arrangements.  
 
E. Summary of Findings Regarding Staff and Resource Issues 
 
118. Changing Internal and External Environment. The scale of changes in the internal 
and external environments since the 1998 review was conducted has major implications for 
ADB’s governance staffing and expertise. Governance specialists have been devolved to RDs 
and RMs, many posts in RDs remain vacant, and there is no systematic approach to succession 
planning and sustaining a critical mass of governance expertise. 96 The lack of a career path for 
governance staff provides limited opportunities for promotion. As a consequence, staff have 
often moved to nongovernance posts to secure promotions or have left the organization 
altogether.97 There appears to have been a significant erosion of staff skills, which is a striking 
finding given what was already considered to be a small pool of specialist staff relative to the 
size of the organization, the countries covered, and the centrality of governance in promoting 
development effectiveness. 
 
119. Flawed Staff Incentives. One clear message from the internal consultations was that 
ADB’s current incentive system does not encourage staff to put extensive effort into the 
strategic, upstream governance work outlined in the policies. Most staff concur that promotions 
in ADB are based largely on the number of loans processed with less weight given to clear 
strategic thinking, extensive due diligence on governance and corruption issues, or making the 
extra effort to develop development partnerships. Some critical functions, particularly financial 
due diligence and corruption assessments and prevention, are too often compromised by 
organizational pressure to process loans and technical assistance on a timely basis. The nature 
of the incentive system has significant adverse consequences for effective implementation of 
the policies, particularly in terms of weakening organizational accountability and responsibility 
for implementation. 
 
120. Lack of Clarity. There is no agreed basis or framework for organizing the critical 
governance work within the RDs and RMs. In the RDs, the Governance, Finance and Trade 
divisions focus primarily on projects and programs while the sector divisions have primary 
responsibility for mainstreaming governance. However, the locus of accountability and 
responsibility with RDs and RMs for coordinating governance activities and ensuring that 
essential nonproject governance and institutional work is accomplished is often not clearly 
defined. This is particularly the case in countries where RMs take the lead in developing CSPs. 
The situation is exacerbated by the fact that essential upstream policy work and nonproject 
governance functions are generally under-resourced and are sometimes conducted by 
inadequate skilled and experienced staff. This implies that there is a pressing need for greater 
clarity and consistency in organizational arrangements; only when such clarity exists will the 

                                                 
96  Three senior governance staff leaving RSCG between October 2005 and April 2006 
97 A governance specialist in an RD and a senior governance specialist in RSCG were promoted to non-governance 

positions, and a governance specialist in another RD left ADB as there were no opportunities for promotion in 
governance.  
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RDs and RMs be able to strengthen organizational systems and processes for checks and 
balances in CSPs, programs, and project design and implementation. It would also assist in 
determining the skills and competency profile requirements for RDs and RMs and for workloads. 
 
121. Inadequate Strategic Focus. The lack of strategic focus at the corporate, country, and 
sector/theme levels highlighted in preceding chapters of this report is highly consistent with the 
findings of the independent review of the reorganization. This review finds that this lack of focus  
(i) creates risks that checks and balances and transparency and accountability will be 
compromised; (ii) makes it more difficult to align the organization in such a way as to allow 
effective implementation of the policies; and (iii) complicates the process of planning staff 
resources with relevant skill profiles and mixes. This detrimental impact has been magnified by 
the fact that ADB as an organization has undergone significant changes in business processes 
and accountability systems during the same period of time. Planning staff numbers and skill 
mixes for each DMC is complicated by the wide range of skills and competencies required to 
support the many sectors/subsectors and themes/subthemes in which ADB operates. This lack 
of selectivity and focus represents a major challenge for the organization. ADB could potentially 
be more effective and increase the productivity of its governance specialists by focusing on 
fewer sectors and geographical areas within countries. 
 
122. Tasks yet to be Accomplished. The MTS called on ADB to introduce integrated 
resource management to ensure better assessment of the cost of delivering country programs 
as agreed in the CSP. Furthermore, ADB’s reorganization in 2002 and the introduction of new 
business processes emphasized the mainstreaming of governance into sector activities. 
However, the following findings of this review suggest that these institutional tasks have not 
been fully accomplished: 
 

(i) There is limited evidence of a systematic approach to assessing costs of 
delivering the CSP, which has led to gaps in delivering critical functions such as 
corruption assessments, financial due diligence, and oversight of implementation.  

(ii) Sector specialists have made significant efforts to address governance and 
institutional challenges in projects and programs; however, there is no formal, 
published accountability framework operating in the sector divisions for 
mainstreaming governance, anticorruption measures, and institutional 
development. This is compounded by the lack of guidance and little or no 
training.    

(iii) ADB’s still-limited number of governance specialists in RDs and RMs has not 
been able to prioritize governance and institutional development in major areas 
of lending, including especially infrastructure and PFM.   

 
123. The independent assessment panel found that governance had been successfully 
mainstreamed after the reorganization. This review, however, finds a more complex and less 
optimistic picture overall. As reported in earlier sections, governance and institutional 
development in sectors continue to be weak. This review concurs with the findings of previous 
internal reports noting the weakness of ADB’s capacity building and institutional development 
focus, despite the fact that necessary injunctions have increasingly been incorporated into the 
OM and audit manual.98   
 

                                                 
98 The Audit Manual contains a chapter on corruption covering the institutional responsibilities and detailed guidance 

on operational procedures. There is guidance on assessing allegations of fraud and corruption regarding ADB staff, 
ensuring integrity in ADB lending operations, and for dealing with complaints and allegation of fraud and corruption.  
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VI. SUMMARY OF FINDINGS AND THE WAY FORWARD 

A. Summary of Findings: Covering both Policies  
 
124. Overview. This review has assessed progress in implementing the policies for the 
period 2000–2004, with particular reference to the priorities and directions set by the LTSF, the 
MTS, and the governance action plan. The review finds the following:  

 
(i) The four operating principles of the LTSF continue to be relevant and are 

increasingly important.99  
(ii) The recently revised classification system100 and the ADF criterion101 for 

assessing governance define the appropriate scope and boundary of ADB’s work 
in governance. 

(iii) Overall, ADB’s efforts to raise the profile of governance in the region have 
generally succeeded given operating constraints and significant changes in both 
internal and external contexts.102  

(iv) Although various aspects of the 2000 governance action plan have been 
implemented, full implementation has been hampered by the highly ambitious 
nature and objectives of the plan, a lack of ownership within ADB and its DMCs, 
and a lack of dedicated resources.   

(v) The real benefits will come if the findings from the review are considered 
collectively and formulated into an integrated action plan with expected results. 

 
125. Increasingly Vocal DMCs. DMCs are now more assertive than ever in voicing their 
development needs and in demanding better service from development institutions. They are 
demanding that ADB deliver its assistance using more flexible modalities and that it provide 
better governance advice. ADB has responded through major institutional reform, improvements 
in the CSP process, and accelerated implementation of the RM policy. Nevertheless, DMCs 
continue to express their concerns about perceived inadequacies of ADB’s current lending and 
nonlending instruments to support institutional development and improved governance. DMCs 
are also critical of ADB’s extensive use of international consultants and of the poor quality of 
participatory processes; the latter is a particular challenge given that it makes it more difficult for 
countries to take ownership of and be accountable for their own development strategies. 
 
B. Summary of Findings: Implementing the Governance Policy 
 
126. Multidimensional Approach to Governance. In order to work effectively in its highly 
diverse DMCs, more attention needs to be given to multidimensional, flexible, and context-
specific approaches for designing and implementing governance and institutional development 
interventions. Effective approaches must also be based on effective participation and local 
engagement and should be designed and managed to achieve measurable results. 

                                                 
99Note that these operating principles are highly congruent with the principles and commitments of the Paris 

Declaration. 
100National Government Administration; Law and Judiciary; Public Finance and Expenditure Management; Sub-

national Government; Civil Society Participation; and Anticorruption. This includes training and institutional 
development.  

101Property rights and rule-based governance; quality of budgetary and financial management; efficiency of revenue 
mobilization; quality of public administration; and transparency, accountability, and corruption in the public sector. 

102See Appendix 3 for a summary of achievements at the country level. 
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127. Focus and Selectivity. Projects addressing institutional development are now more 
complex in that they involve several levels of government and multiple institutions both within 
and outside government. However, the average project duration and value of technical 
assistance has remained relatively constant; in effect, the same resources must now be used to 
design and implement more complicated interventions with potential harm to project quality. The 
high volume of activity and the wide scope of technical assistance and the increased complexity 
of its loan projects have made it difficult for ADB to go into sufficient depth in addressing 
institutional reform/development. The review finds that the numerous relatively small technical 
assistance activities covering many areas have made it more difficult for the RDs to tightly focus 
their programs to achieve strategic impact in a few sectors and governance areas.  
 
128. Need to Extend Strategic Partnerships. The governance action plan emphasized the 
need for ADB to work collectively with other MDBs, bilateral donors, and international 
development agencies at the country level. The commitment made by the international 
development community on harmonization, alignment, country ownership, and use of country 
systems makes it even more important for ADB to accelerate the actions on strategic 
partnerships in the governance action plan.   
 
129. Diverse Definitions of “Governance.” Consultations with stakeholders in DMCs 
revealed that there is little consensus about the meaning and implications of the term 
“governance.” Definitions vary from country to country as well as across groups within countries. 
Some of the definitions used activities that fall outside ADB’s mandate under the terms of its 
Charter. This diversity has contributed to some confusion regarding the scope and mandate of 
ADB’s governance work.  
 
130.  Need for Country-Specific Governance Knowledge. Although ADB has completed a 
significant number of CGAs, they have not had the level of impact expected, and in many 
instances their purpose beyond the guidance given in the new business processes has not been 
clear. The review also finds that focused institutional assessments for sectors and corruption 
assessments are often given lower priority than other types of economic and sector work. While 
ADB acknowledges that a country’s political economy significantly shapes its development path, 
in-depth analysis of it is seldom integrated into CSP development or used to objectively assess 
the political feasibility of reforms. Insufficient attention is paid to understanding the unique 
dimensions of each country including especially a comprehensive grasp of stakeholder 
interests. Such analysis allows accurate identification of effective entry points for policy dialogue 
and contributes to a more strategic approach to developing the CSP. 
 
131. Inflexible Modalities. The review recognizes that there have been some innovative 
approaches using existing instruments; however, it also identified several flaws in current ADB 
modalities. For example, ADB introduced program and sector lending modalities, including 
program cluster lending, to provide flexibility in assisting DMCs with institutional development 
activities. However, none of these modalities is ideal to support a long-term, flexible, program-
based approach to institutional reform—precisely the approach required in most sectors in 
which ADB operates. In many cases, quickly disbursed policy-based lending instruments are 
only effective when underpinned by long-term institutional commitment.  
 
132. Integrating Institutional Development with Infrastructure Investments. Integrating 
institutional development with infrastructure investments using sector lending and sector 
development modalities has become less effective over time. The review finds that this 
approach has often complicated and lengthened processing time and has often been ineffective 
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when implemented. This outcome may reflect the fact that the approaches, timing, skills, and 
checks and balances required to deliver physical project components are very different from 
those involved in implementing long-term institutional reform/development. Overall, current 
modalities often suffer from lack of flexibility and an inability to allocate technical assistance 
resources for long-term institutional development without taking the entire amount from one 
indicative planning figure. 
 
133. Missed Opportunities. Opportunities to tap into the annual PBA process to deepen 
engagement and advance policy dialogue in ADF countries were often missed. Furthermore, it 
appears that ADB has not yet developed a comprehensive understanding of the particular 
characteristics of OCR borrowers and their requirements. While there has been a significant 
increase in activities associated with the policies, implementation has not been as strategic as it 
could have been. Project pipelines continue to drive many CSPs, and country governance 
assessments and sector road maps have to date played only a minimal role in informing country  
institutional development focus and priorities.  
 
134. Classification System. The revised classification system has created an important 
opportunity to improve the quality of analysis of project data; however, these opportunities have 
yet to be realized, and issues related to data quality created significant challenges in conducting 
this review. It should also be noted that the introduction of capacity development as a theme 
has led to some duplication as it also cover institutional development and capacity building.    

 
135. Organization of Governance Functions in Operations. With the decentralization of 
functions to RMs and the significant changes in the external and internal development context, 
leadership and organizational accountability for essential governance and anticorruption 
functions in operations needs to be formalized.   
 
136. Governance Specialists and Available Resources.  Although support for policy reform 
and institutional capacity building are central to ADB operations, the review finds that ADB lacks 
the critical mass of in-house governance capacities and access to external expertise and 
knowledge required to implement the policies. There is no basis for determining the allocation of 
governance specialists in operations. The appointment of governance specialists in some RMs 
has been a major success and has signaled to ADB partners the high degree of importance 
ADB attaches to governance in achieving development objectives. However, the review finds 
that greater clarity is needed regarding their roles and responsibilities and links with RD staff 
and that there is no criteria for determining which RMs should have governance staff.  

 
137. Sector Specialists. Many sector staff are uncertain about how to design CSPs, sector 
strategies, and investment projects in a way that will minimize corruption and strengthen 
institutions. Most sector specialists are recruited for their technical capabilities, and there is 
significant demand from staff for guidance, best practice examples, and support.  
 
C. Summary of Findings: Implementing the Anticorruption Policy  
 
138. There have been a number of successes in dealing with allegations of fraud and 
corruption in project procurement activities and advancing awareness of the anticorruption 
policy and related procedures among ADB staff, EAs, and DMC governments. However, the 
review finds that less progress has been made in assessing the impact of corruption on a 
country’s ability to attain its development objectives and on ADB’s development effectiveness. 
For example, measures to limit the incidence and impact of corruption in ADB operations 
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through fiduciary and corruption risk assessments and mitigation measures in CSPs and 
projects have only been partially implemented.  

  
139. Attitudes to corruption have changed. Many DMCs are intensifying counter measures as 
part of their national efforts to improve institutional quality. Public scrutiny of donor practices has 
intensified. A corporate re-affirmation of ADB’s Charter and policy commitments to tackle 
corruption, supported by procedural reforms, would be timely.  
 
140. Ensuring compliance with the policies requires staff in operations to refer to a number of 
documents. In addition, they are expected to follow anticorruption notices announced in ADB 
Today and to follow developments published on ADB’s anticorruption website on the Intranet. 
Streamlining and simplification of the guidance is necessary, and a more decentralized system 
of operational support is required.   
 
141. Although there are controls during project implementation, project monitoring, 
supervision, and project audits are weak. There is a need for ADB-wide incentives to ensure 
staff are taking effective measures to mitigate corruption risks during project implementation.  

  
142. Some key lessons learned from this review include the following. 
 

(i) Service delivery systems in many DMCs are plagued by inefficiency and 
corruption including health, education, water, licenses, revenue, and land titles. 
ADB should support DMC efforts in monitoring service delivery through relevant, 
specific indicators.   

(ii) Higher priority should be given to support investments in local transparency, 
participation, and complaint mechanisms. Strong preventive measures with 
multiple entry points to address efficiency, accountability, and transparency 
should be built into project designs. 

(iii) A balance must be struck between upfront analysis and diagnostics and a more 
continuous learning approach.  

 
143. Other potentially effective measures identified by the review include (i) expanded use of 
rapid appraisal techniques; (ii) greater collaboration and enhanced participatory approaches as 
DMC stakeholders and ADB carry out diagnostic work together; (iii) harmonizing approaches 
and methodologies among donors, thus minimizing replicated effort and reducing transaction 
costs; and (iv) investing in action-oriented research approaches. 

 
144. Integrated internal reforms must be implemented if ADB is to effectively reduce and 
eliminate corruption in its operations. Wrongdoers often continue to operate with impunity given 
their awareness that current measures are inadequate to bring about exposure or sanction. This 
situation must change if ADB’s renewed corporate commitment to fighting corruption is to have 
substance. In order to fulfill the commitments in the Charter and anticorruption policy, scrutiny, 
reporting of allegations, investigation, and enforcement must be at a sufficiently high level to 
ensure that abuse associated with ADB financing will not only be detected but also punished.   
 
145. Project design elements and arrangements for execution, implementation, monitoring, 
and transparency determine opportunities for corruption. Whether those opportunities will be 
exploited depends upon expectations of project participants and others about the rigor of 
implementation checks and balances and the likelihood of being caught. 
 



 

 

41

D. Furthering Implementation of the Governance Policy: Conclusions103 
 
146. ADB adopted the Governance Policy and the 2000 Governance Action Plan that had 
wide aspirations and some critical requirements. The former has meant that ADB has taken on 
an extensive governance agenda of lending and non-lending activities resulting in minimal 
focus, too many small projects of short duration, and staff resources spread too thinly. There are 
important governance posts that remain vacant and minimal investment in succession planning. 
Critical functions are too often compromised by organizational pressure to process loans.  
 
147. Conclusion 1. ADB must focus and prioritize lending and non-lending activities in 
governance and institutional development (i) where there is greatest demand from DMCs; (ii) 
where DMC have plans, or are prepared to develop plans for improving the performance of 
country systems;104 and (iii) where ADB can offer support from sufficient skilled staff and 
external centers of expertise. Priority should be given to (a) fragile states and ADF countries, 
and (b) public financial management including procurement and infrastructure services. In 
allocating TA grant funds, priority should be given to developing competent institutions in public 
financial management and infrastructure service delivery (paras. 29 and 56). 
 
148. Conclusion 2. Create an effective, low transaction cost, lightly administered technical 
assistance modality with effective monitoring and reporting systems that will enable flexible, 
process-oriented institutional reforms, and capacity development of a sector or subsector over a 
long time frame (7–10 years) (para. 54).  
 
149. Conclusion 3. Replace the mandatory requirement to conduct CGAs for CSPs with a 
requirement for country teams to have up-to-date knowledge on the key governance, 
institutional, and corruption risks to ADB’s future portfolio. They should also have information on 
(i) key governance constraints to poverty reduction; (ii) the formal and informal political, 
administrative, and fiscal systems in operation at different levels of government; and (iii) public 
financial management and accountability, procurement, and fiduciary risks. ADB should only 
fund governance diagnostics (a) where DMCs are willing to take ownership and accountability 
and have a minimum critical level of capacity to implement the findings, and (b) where other 
major donors active in the same governance area have not conducted assessments and agree 
to participate in the assessment (paras. 32-33).  
 
150. Conclusion 4. For ADF countries, RDs and RMs should utilize the governance 
assessments undertaken for PBA105 as the entry point for (i) engaging in policy dialogue and 
determining priority areas for ADB support, (ii) assessing country fiduciary and corruption risks, 
and (iii) developing and agreeing on a results framework for monitoring performance as part of 
the PBA assessments and CSPs (para. 35).   
 
151. Conclusion 5. A code of good design and implementation principles for governance 
program lending106 is required to ensure that the medium- to long-term benefits of the policy 
objectives are realized and sustained (paras. 50, 51, 53, and 83). 
 
152. Conclusion 6. ADB must be clear about the roles, responsibilities, and accountabilities 
of various units involved in implementing the policies. There is a need for clarity regarding the 
                                                 
103 Several conclusions have supplementary explanatory information in Appendix 9.  
104 Country systems in this instance refer to PFM and procurement systems.  
105 The PBA governance assessment may lead to a requirement for more detailed fiduciary and corruption risk 

assessment when a country is considered high risk or where program lending is being considered. 
106 Around 99% of governance loans utilized the program lending modality. 
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responsibilities and accountability of the newly formed RSCG and key roles played by other 
divisions within RSDD, OGC, OAGI, COSO, and SPD. Relationships among these units should 
be carefully analyzed and formulated in order to provide optimal support to RDs/RMs to 
implement the policies and the action plan (paras. 103, 104, and 121).  
 
153. Conclusion 7. RDs and RMs require a basis for determining governance and 
anticorruption workloads and the number of positions for governance specialists. Priority should 
be given to governance specialists in RMs to support fragile states and ADF countries. RM 
governance specialists should be accountable for driving upstream policy dialogue, acquiring 
country governance knowledge, assessing governance risks, conducting the governance 
assessment for PBA, building strategic partnerships, and providing professional advice to DMCs 
on measures required to improve the quality of governance and institutions to achieve the 
MDGs (paras. 110, 111, and 112).  
 
154. Conclusion 8. Sector divisions in RDs and RMs must enhance their capability to assist 
DMCs as they (i) implement key institutional, policy, and legal reforms at the sector level and (ii) 
develop and implement a program-based approach for sectors/subsectors requiring institutional, 
policy, and legal reforms. Staff who demonstrate relevant competencies and leadership skills 
should be identified as institutional specialists for the sector in each of the RDs (paras. 108, 
113, and 118). 
  
155. Conclusion 9. Strengthen strategic alliances with development partners. ADB must 
collaborate with its development partners to identify specific areas of governance and sector 
institutional development that present opportunities for (i) improved analytical work and joint 
governance assessments, (ii) adopting or expanding program-based approaches, (iii) 
cofinancing, (iv) use of common arrangements and procedures, (v) development and use of 
common benchmarks, and (vi) enhanced joint policy dialogue (paras. 67, 68, 69, 70, 71, 99, and 
100).  
 
E. Achieving Zero Tolerance: Conclusions 
 
156. Conclusion 10. Renew ADB’s Corporate Commitment to the Anticorruption Agenda. It 
is essential that ADB’s Board and Management renew and more effectively vocalize their 
commitment to oppose corruption at all levels of the organization and in all ADB operations. 
This renewed commitment would form the basis for discussions between senior staff and DMCs 
over corruption assessments and countermeasures incorporated in CSPs and in the design of 
both lending and nonlending products (para. 93).   
 
157. Conclusion 11. All CSPs should include a comprehensive assessment of corruption in 
the country, including frank discussion of the impact on the country’s development and the 
government’s ability or willingness to control it. CSPs should contain (i) sound risk assessments 
for corruption as well as a clear delineation of mitigation measures in each relevant sector of 
operation; and (ii) clear statements that all ADB investments are designed to minimize risks of 
corruption during implementation and corruption is likely to lead to cancellation of program 
elements affected (paras. 74 and 76).  
 
158. Conclusion 12. Harness the insights of civil society stakeholders. CSOs can and should 
play a key role in mitigating corruption risks in DMC operations. ADB’s NGO Center provides 
the institutional locus for involving civil society in combating corruption in its operations. CSPs 
and project documents should explicitly describe how DMC government policies and practices 
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engage civil society in combating corruption. Further, the CSPs should clearly define the role to 
be played by civil society in mitigating corruption risks in ADB operations (para. 77).   
 
159. Conclusion 13. Address corruption in projects more effectively. Among the many 
corruption risks ADB faces, none are more salient than those in projects as that is where funds 
are disbursed. The review thus recommends that the highest priority be given to lessening 
corruption risks at that level (paras. 80-81).  
 
160. Conclusion 14. Improve guidance and training on anticorruption measures. The review 
finds that ADB staff, particularly those with responsibilities for anticorruption work in RDs/RMs, 
would benefit from improved guidance and training (para. 88-90).  
 
161. Conclusion 15. Realign staff incentives. The staff code should be revised to strengthen 
incentives to combat corruption. All staff should understand that failure to report suspected 
corruption constitutes a disciplinary offense and Management should reinforce the message to 
heads of departments, divisions, and RMs that preventing or deterring staff from reporting 
allegations of corruption also constitutes a disciplinary offense. It is important that staff are 
certified as having completed fraud and corruption training before becoming mission leaders or 
project supervisors (paras. 94-96).107  

 
F. Recommendation and the Way Forward 
 
162. It is recommended that a multi-disciplinary working group representing key 
departments108 be set up to consider the findings of this review and prepare a prioritized, 
results-oriented Action Plan supported by an accountability framework and a resources 
estimate. The Governance Committee109 should constitute the working group which should 
report to Vice President, Knowledge Management and Sustainable Development. The Action 
Plan should be designed and implemented in a manner that addresses ADB’s broad 
commitment to development effectiveness; thus, appropriate frameworks must be developed to 
ensure that results in these key areas are achieved. Future reviews and action plans should be 
more fully aligned with corporate business planning cycles.  
 
163. Prerequisites for Successful Implementation of the Action Plan. Many of the issues 
raised by this review have been identified in earlier reviews, which suggests that previous 
recommendations have not been effectively implemented. If the implementation is to be 
effective, the following preconditions must be met.  
 

(i) The operating principles of the LTSF will continue to guide the second MTS.  
(ii) Management will have provided strategic focus including setting clear priorities 

and identifying criteria for utilizing technical assistance resources. 
(iii) Commitments made by ADB in the Paris Declaration on Aid Effectiveness will be 

operational at the corporate, country, and sector levels using results-based 
systems. 

                                                 
107 OAGI should strengthen the training course and procedures for staff certification.   
108 The group should involve heads of departments (with deputy heads as alternatives) with representation from the 

RDs, RMs, OAG, RSDD, COSO, OGC, Controller’s Department and BPMSD, but should also draw on other 
institutional resources such as the NGO Center in RSDD. Special measures will be taken to ensure OAG’s role in 
the working group will not compromise its independent status.  

109The Governance Committee is chaired by the Deputy Director General, RSDD; and comprises the Auditor General, 
three governance specialists, an economist, and a counsel. 
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(iv) The HRS has been fully implemented including (especially) addressing issues 
related to staff incentives. 

(v) Weaknesses identified by the independent assessment of the reorganization 
have been acted upon quickly.  

(vi) The effectiveness of the new classification system has been reviewed with 
particular attention to the designation of capacity development as a separate 
theme differentiated from PSM and institutional development. 

(vii) The findings of the financial due diligence retrospective have been addressed. 
 
164. Resource Implications. As noted earlier, the failure to consider resource implications 
was one of the shortcomings of the 2000 Action Plan.  In converting the review’s conclusions 
into an Action Plan, careful consideration needs to be given to what is within the institution’s 
capability of accomplishing, and above all its corporate priorities. It is important to note that 
some conclusions if implemented, will in fact lead to cost savings.110 Others will require more 
resources from ADB if its commitment to the two policies is to be credible. In drawing up the 
Action Plan these issues should be examined.  
 
165. Transaction Cost Implications for DMCs. Effective implementation of the conclusions 
are likely to lead to reduced transaction costs for DMCs as the major thrust of the conclusions is 
concerned with focusing on a few sectors and governance themes; having fewer, larger, and 
longer term initiatives; harmonizing systems and processes with other donor practices; 
conducting joint diagnostics and missions; and using country systems.    
 
166. The challenge now facing ADB is to address the issues identified by this review in a 
timely and effective manner. 

                                                 
110 Conclusions 1, 3, 4, and 9 in particular should reduce staff costs and improve effectiveness.  
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SYNOPSIS OF THE CHALLENGES AND LESSONS LEARNED  
FROM EARLIER REVIEWS 

 
1. Reviews of the implementation of the governance policy were undertaken in 1998 and 
2000, and a progress report was submitted to the Asian Development Fund (ADF) VIII mid-term   
meeting in 2003. 
 
A. 1998 Review: Governance at ADB: Early Results and an Agenda for the Medium 

Term, August 1998, I-Paper 
 
2. The first review of the implementation of the governance policy was conducted in 1998; 
the theme was governance and capacity building (GCB). The key findings were that although it 
was too early to assess the impact of the policy on developing member countries (DMCs), 
almost half the projects between 1995 and 1997 had governance or capacity-building 
components and there was an increase in the number of projects addressing institutional 
development. The review report referred to the relative lack of success in institutional 
development. The reasons cited were inconsistency between resources and objectives; one-
shot interventions rather than sustained support; and overuse of consultants to fill gaps in ADB 
or DMC capacity. The report highlighted a number of strengths which worked in ADB’s favor for 
implementing the policy: (a) strong management leadership and Board support; (b) flexible grant 
and lending modalities, notably cluster technical assistance and sector development as new 
lending modalities that would assist with implementation; (c) special relationships with DMCs; 
(d) more collaborative with external agencies; and (e) a large pool of good practices in the 
region.  
 
3. The report highlighted the main internal and external challenges to successful 
implementation: (a) shifting ADB’s culture to that needed by a broad-based development 
institution; (b) certain organizational arrangements and work processes that are not optimal to 
facilitating governance and capacity building work; (c) external and internal skepticism 
concerning ADB’s willingness to take a tough position when circumstances require; and (d) 
most importantly, lack of staff with the requisite specialized knowledge and experience.     
 
4. An agenda for action was proposed for the medium term based on the principle that it 
was essential not to turn governance into just another item on a statutory checklist. The 
priorities were defined around six general areas: participation, civil society and social capital; 
law and development; public/private interface; sector/project work; core government functions at 
the national level; and core government functions at subnational levels. The intention was that 
anticorruption efforts would be incorporated in all governance areas as appropriate to the 
circumstances of the country.   
 
5. The review recommended internal adjustments around changing organizational culture 
from a “culture of project approvals” to one where staff have credible evidence that their career 
and professional satisfaction will be enhanced by implementing the governance policy 
effectively. It also recommended changes in organizational arrangements that allowed for 
governance specialists to be located in the program departments to address core governance at 
both central and subnational levels. The review highlighted the need for links between programs 
and projects and between the Office of the General Counsel (OGC), the Office of the General 
Auditor (OGA), and the Central Operations Services Office (COSO) concerning law and 
development, public audit, participation and procurement capacity, and a mechanism for 
governance staff to network. On staffing, the review went into some detail on the specific 
requirements of staff numbers by function and came to the conclusion that there was no need 
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for anticorruption specialists and that the core governance specialists could take this subject 
area as part of their work. The complement proposed was eight full-time staff and a full-time 
adviser.   
 
B. Review 2000: Promoting Good Governance: ADB’s Medium-Term Agenda and 

Action Plan 
 

6. Review Findings. ADB has been involved in the full range of areas that constitute the 
governance field. Its work became progressively more focused on analysis of governance 
issues in each DMC to identify the weaknesses impairing the effectiveness of development 
performance. Institutional development and capacity building aimed at improving service 
delivery to consumers of government services, particularly the poor, constitute the largest 
segment of ADB’s governance work as most ADB projects include capacity-building 
components. 

 
7. Examples of ADB’s activities across key governance themes include the following: 
 

(i) public expenditure management;  
(ii) public administration reforms;  
(iii) legal system reforms; 
(iv) institutional development and capacity building aimed at improving service 

delivery to consumers of government services, particularly the poor;  
(v) public accountability, through strong anticorruption measures in ADB’s 

investments, improvement of audit standards and capacities in the DMCs, and 
activities to combat money laundering; 

(vi) improving governance at subnational levels by supporting devolution; 
(vii) improving the public-private interface;  
(viii) strengthening participation particularly in ADB’s project work with civil society. 

 
8. In terms of the four elements of good governance, the report makes the point that ADB 
has had some successes. The groundwork has been laid. While basic ground rules for 
improved governance have been established in many DMCs, the more difficult process of 
changing attitudes and behavior has also begun. Progress was slow and difficult and depended 
largely on appreciation by leadership in the DMCs of the benefits of better governance and their 
support for the incentives required to bring about the necessary changes. 

 
9. Lessons Learned. Many programs and projects in the governance area have tried to do 
too much in too short a time. In some cases, political realities were neglected at the design 
stage and the ability to take a tough stance on certain politically sensitive but important reforms 
was lacking. Improving public sector management requires resources, and engagement must 
be sustained over a long time frame. Another important lesson is that without political 
commitment, improvements in governance are unlikely which again highlights the importance of 
accounting for political realities. Models that have worked well in developed nations are not 
necessarily successful when imported uncritically into a different political, cultural, and 
government environment. Capacity building must extend beyond training and the introduction of 
information technology systems.  
 
10. The main objectives of the Medium-Term Governance Agenda and Action Plan 2000–
2004 (the action plan) were that ADB will (a) take a lead role in promoting good governance in 
Asia and the Pacific by elevating governance issues to the top of the development agenda; (b) 
develop a consensus on regional benchmarks, codes of conduct, indicators of good 
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governance, and best practices across the public and private sectors; and (c) enhance the 
quality of governance in individual DMCs. To achieve these objectives, the governance action 
plan report identified the following objectives. 
 

(i) Optimize the impact of operations on poverty reduction by addressing key 
governance issues in DMCs in a systematic and focused manner. 

(ii) Initiate a regional governance program to raise the profile of governance and 
provide a regional focal point for governance issues. 

(iii) Demonstrate to borrowing DMCs the cost of corruption and the value of 
eliminating it by setting an example of zero tolerance for it in ADB’s own 
activities, and promote the spread of good internal financial and other control 
systems to DMCs by encouraging their use in all agencies involved in ADB 
related activities. 

(iv) Actively seek to improve the coordination of governance activities by 
development agencies in Asian and the Pacific through enhanced cooperation 
and partnership. 

(v) Strengthen ADB’s capacity to effectively address governance issues. 
(vi) Provide regular and frequent feedback to all stakeholders on implementation of 

the action plan and the lessons learned. 
 
11. The plan for implementing the medium-term governance agenda had six major areas of 
activity: 
 

(i) enhancing governance quality in DMCs;  
(ii) elevating good governance to the top of the development agenda in the region; 
(iii) fighting corruption by setting an example of zero tolerance and promoting the 

spread of good financial and other internal control systems;  
(iv) coordinating governance activities; 
(v) strengthening ADB’s capacity for governance operations; and 
(vi) monitoring implementation of the action plan. 

 
12. A significant achievement was the first governance reform loan1 in 1999 covering 
national and local governments and state-owned enterprises.   
 
C. A Progress Report on the Implementation of ADB’s Governance Action Plan to the 

ADF VIII Mid-Term Review Meeting, March 2003 
 
13. Challenges and Adjustments. The report highlighted a number of challenges that ADB 
faced in implementing the action plan. It made the point that by conducting country governance 
assessments (CGAs), ADB would be in a better position to design governance loans that 
disproportionately benefit the poor and strengthen the link between the quality of governance 
and ADF lending levels. The report highlighted problems in recruiting and re-designating staff 
with public sector management skills, current vacancies, and the departure of four experienced 
staff. The report made the point that ADB did not have sufficient numbers of experienced public 
sector management staff.2   
 
14. It also made the points that governance operations was hindered by the reorganization 
and that performance management systems needed to pay more attention to better qualitative 
                                                 
1 Loan 1713-MON: Governance Reform Program, for $25 million, approved on 2 December 1999. 
2 There were 18 members of the Governance Network and 13 public sector management staff. 
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and quantitative measures. Policy-based lending had its own set of challenges, and the report 
warned that ADB needed to be more careful in determining conditionality to avoid being too 
mechanistic and overly ambitious. It emphasized the importance of the comprehensive 
presentation of risks and risk mitigating measures. More widely, the report highlighted that loans 
had taken an ad hoc approach to capacity building and that experience gained during 
implementation was frequently lost because of the practice of setting up project-funded project 
implementation units.  
 
15. Summary. There are some common messages coming through from the reports of 
1998, 2000, and 2003. ADB has not been able to match the commitments it makes with 
adequate public sector management staff. Initiatives continue to be too ambitious and to give 
insufficient consideration to local capacity and political realities. The approach is often ad hoc 
with limited resources. It is important to take account of political realities, to assess risks and 
have risk mitigating measures, and to know how to deal with essential but politically sensitive 
reforms. Capacity building, sound design of program loans, and effective performance 
management systems were seen as continuing challenges. A key message that came through 
is that unless there is a change in organizational culture which attaches importance to ADB’s 
role as a broad-based development institution, ADB’s ambitions outlined in the various 
commitments it makes on governance and anticorruption are unlikely to be realized.  
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THE REVIEW PROCESS AND FEEDBACK FROM CONSULTATIONS 
 

1. This appendix is in four parts, namely: 
 

A. The Review Process 
B. Summary of Participation 
C. Key Findings 
D. Issues Related to Procurement arising from the Consultations 

 
2. Documents used during the consultation workshops can be found at the review’s portal 
page at http://ntintrap1/review/PortalIndexPage.html. 
 
A. The Review Process 
 
3. This review involved four primary components: 
 

(i) Desk-Based Review. Research was conducted during mid-2004 and an interim 
report was posted on the ADB Intranet in October 2004. Data sources included 
internal reports,1 ADB reviews, and publications and research studies conducted 
by bilateral and multilateral development agencies. Quantitative analysis was 
conducted based on data entered into ADB’s project processing information 
system. Findings of the analysis were used to develop the conceptual framework, 
to guide questions, and to facilitate the approach for internal and external 
consultations.  

 
(ii) Consultations at ADB Headquarters. Four structured (6-hour) consultation 

workshops were organized for Manila staff in October and November 2004. One 
hundred and four staff from 15 departments attended. Participants provided a 
range of feedback and suggestions with extensive discussion of critical 
perspectives and alternative strategies and tactics for strengthening 
implementation of the policies.  

 
(iii) Consultations in Developing Member Countries. During the period October-

December 2004, consultations were organized in six DMCs.2 Each country 
consultation included workshops with resident mission (RM) staff, government 
officials, business, media, academia, donors, and international nongovernment 
organizations (NGOs). A total of 371 people, one third from governments and 
one third from civil society organizations (CSOs), participated. 

 
(iv) Updating and Synthesis. Findings from the desk review were updated and 

synthesized taking into consideration results of the country consultations and 
recent internal and external developments. The final draft report was prepared 
through a process of further consultations, internal presentations of the 
conclusions and proposed recommendations, and the circulation of a zero-draft 
report to relevant departments for comments.   

                                                 
1 Country strategies and programs (CSPs), country governance assessments (CGAs), national poverty reduction 

strategies (NPRSs), poverty partnership agreements (PPAs), sector policies and strategies, sector road maps, 
public expenditure reviews (PERs), country procurement assessment reports (CPARs), country assistance 
program evaluations (CAPEs), project completion reports (PCRs), special evaluation studies (SES), annual reviews 
of evaluation activities for 2001–2003,  and program/project documents for lending and nonlending services. 

2 Indonesia (pilot consultation), Fiji Islands, India, Nepal, Philippines, Viet Nam. 
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B. Summary of Participation 
 
4. Four multidisciplinary internal workshops were conducted during the months of October 
and November 2004. A total of 104 participants attended from (i) Management; (ii) regional 
departments—directors general, operations coordination divisions, country team leaders, 
division directors, sector specialists, a cross-section of project officers and RM 
management/project implementation officers, and staff from Regional and Sustainable 
Development Department (RSDD); (iii) the Nongovernment Organization Center (NGOC); (iv) 
the Operations Evaluation Department (OED); (v) the Office of the General Counsel (OGC); (vi) 
the Office of the Auditor General (OAG); (vii) the Strategy and Policy Department (SPD); (viii) 
the Economics and Research Department (ERD); (ix) the Central Operations Services Office 
(COSO); (x) the Budget, Personnel, and Management Systems Department (BPMSD);  and (xi) 
the Department of External Relations (DER).  
 

Table A2.1: Internal Consultation Workshops 
 

Date Actual No. of Attendees 
07 October 30 persons 
15 October 24 persons 
22 October 25 persons 

    22 November 25 persons 
Total 104 persons 

Source: Asian Development Bank. 
 
5. Country consultation workshops were held in India, Indonesia, Nepal, Philippines, and 
Viet Nam. The country workshops involved three types of consultations: (i) a 1-day workshop 
with government and civil society,3 (ii) a focus group discussion with ADB RM staff responsible 
for the country programming and project implementation,4 and (iii) a focus group discussion with 
donors and international NGO country office representatives.5 The ADB RMs played a 
significant role in the conduct of the workshops. Additionally, the Pacific Subregional Office in 
Suva, Fiji Islands conducted a 1-day proxy consultation workshop with government and civil 
society on behalf of the review team. Participants in the country consultation workshops were 
ADB’s (i) main interlocutors in government in the formulation, approval, review, and updates of 
ADB’s country strategy and programs (CSPs); (ii) stakeholders consulted during CSP 
preparation; (iii) main executing and implementing agencies of ADB’s lending and nonlending 
services; (iv) direct beneficiaries of ADB’s lending and nonlending services; and (v) advocacy 
groups including local and community-based organizations. An estimated total of 371 
participants attended. 

                                                 
3 In India, separate workshops were held with nongovernment organizations and executing agencies of ADB-

financed projects.   
4 Focus group discussions with resident missions were conducted in India, Indonesia, Nepal, and Viet Nam.  
5 Focus group discussions with donors and international NGOs were conducted in India, Indonesia, Nepal, and Viet 

Nam. 
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Table A2.2: External Consultation Workshops 
 

DMC CONSULTATION 
Civil Society 

Country Govt 
 Local 

NGOs 
Busi 
ness Academe Others 

DMC 
Sub-
Total 

RMs Donors/ 
Int’l. NGOs TOTAL 

Indonesia 33 20 x 5 x 9 67 25 11 103 

Viet Nam 20 3 1 10 1 x 35 8 13 56 

Nepal 21 10 3 4 x x 38 15 9 62 

Philippines 31 9 1 1 7 x 49 x x 49 

India  20 29 
(including 
out-station) 

x x x x 49 20 9 78 

Fiji Islands 13 3 1 3 x 1 23 x 2 23 

TOTAL 128 74 6 23 8 10 259 68 44 371 

NGO = nongoverment organization, RM = resident mission. 
Source: Asian Development Bank. 
 
B. Key Findings 
 
6. The purpose of the consultation workshops was to: 

(i) seek feedback from internal and external stakeholders on the preliminary findings 
of the desk-based assessments and other issues concerning governance and 
anticorruption;  

(ii) solicit information on the priority actions that ADB should take to strengthen the 
implementation of the two policies.  

 
Table A2.3: Key Findings from the Consultations 

 
A. Strengthening the Country Strategy and Program Formulation 
1. ADB’s comparative 

advantage, long-
term approach, 
country leadership, 
dialogue, and 
reform 

• It was pointed out that success of the governance and anticorruption agenda 
in DMCs depends on national ownership and leadership, not on ADB policy or 
conditions. However, it was also noted that in some cases where there is 
ownership, institutional capacities are lacking or weak, and resources are 
constrained. This is an opportunity for ADB support.  

• The formulation of ADB’s CSP must be synchronized with the DMCs’ political 
cycles, and programs/projects should be linked to and integrated with the 
national governance reform agenda or strategy. To do this, policy dialogue 
with government should be improved and should employ more participatory 
approaches with other stakeholders. 

• Integrate the performance-based allocation (PBA) results into CSP formulation 
and extend to DMCs to strengthen governance and curb corruption. 

• One-off, single-point, short duration technical assistance or capacity building is 
ineffective. ADB needs to identify specific sectors in its DMCs in which ADB 
has a comparative advantage and to focus on long-term and strengthening 
capacities of key institutions.  

2. Measuring 
development 
impact: research, 

• Analysis of the political economy and institutions within the DMCs is needed 
for stronger institutional development for the long-term. There is also weak risk 
assessment of corruption in CSP formulation and no specific mitigating 
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analysis and 
assessment 

measures for corruption are presented. 
• At present, there is a disconnect between the analysis in assessments (i.e., 

country governance assessments, etc.), strategies in the CSP, and the sector 
road maps. This lack of linkage tends to disjoint and “shotgun” ADB’s 
approach and interventions in DMCs which makes it more difficult to measure 
success.   

• There is a weak focus on monitoring (including feedback mechanisms) and 
evaluation to comprehensively measure development results.  

• Measuring the effectiveness of governance is one of the most difficult things to 
do. There are no obvious yardsticks by which we can measure ADB’s success 
and effectiveness in promoting the governance and anticorruption agenda. 
Perhaps, ADB can consider indirect measures or proxy indicators such as 
sustainability and improved service delivery.    

B. Implementing the CSP: Projects, Programs, and Technical Assistance 
1. Project/program 

design 
• Good governance and anticorruption measures are best supported by grants 

rather than loans.  
• ADB does not have an extensive enough understanding of government 

institutions and its fiscal situation to effect an appropriate enabling 
environment. It lacks institutional analysis in sectors (i.e., capacity of 
government agencies) to develop a comprehensive institutional development 
plan. ADB can undertake these analyses, but it can also do them with other 
donors or other institutions and available studies within DMCs. 

• ADB needs to clearly and systematically mainstream governance and 
anticorruption issues at the program/project level (across sectors) during 
project preparatory technical assistance (develop governance frameworks and 
road maps for major sectors). There is no adequate guidance on taking 
governance and anticorruption issues in CSPs and linking them to 
projects/programs. 

• Loan and implementation processes do not allow adequate scope for looking 
at corruption issues. Governance and anticorruption issues and mitigating 
measures need to be reflected in the report and recommendation to the 
President (RRP) and other project documents. 

• Monitoring and evaluation is not yet an integrated part of project design. ADB 
does not have indicators for governance and anticorruption because these 
terms are not clearly defined.   

• ADB is weak in stakeholder participation due to conflicting priorities in lending 
volume and time constraints. Involvement of stakeholders and beneficiaries is 
needed throughout the whole project cycle. ADB has to make participation 
more meaningful by ensuring that civil society organizations truly represent the 
people. 

• There is a need to strengthen governance in sectors through RM involvement 
in project preparatory technical assistance to provide country-level perspective 
on governance and anticorruption issues.  

• ADB also needs to look into the non-utilization of DMCs’ commitment fees as 
this might be a source of corruption.   

2. Project/ program 
implementation 
monitoring and 
review 

• ADB has a tendency to diminish involvement once the program/project loan 
has been signed. In some cases, key covenants are compromised to increase 
contract awards and disbursements. Supervision and strengthening 
compliance with loan covenants and procurement oversight are needed.  

• Performance results are not clear, and no measurable information is available 
on whether program/project effectiveness really translates into the desired 
results. This may be due to ineffective monitoring and reporting systems. 
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There is a serious lack of overall transparency and a need to introduce results 
indicators for regular monitoring.  

• There is a need to establish participatory monitoring processes or use third 
party (i.e., private sector or community-based organizations, etc.) supervision 
to conduct monitoring or to serve as watchdogs. 

• ADB should also look at the practice of setting up project monitoring units as 
there are reports that some have led to greater corruption and less 
accountability.   

3. Public expenditure 
management 

• ADB does not monitor expenditure very well.  At the sector level, there is 
some monitoring. The basic question here is who has ownership. One 
recommendation was to establish a public expenditure management group in 
each RD (or large RM) with clear terms of reference (contribution to design 
and implementation as well as quality enhancement). 

• There is a need to undertake local budget expenditure reviews focusing on 
priorities, affordability, and capacity. 

C. CSP Support and Capacity for Governance and Anticorruption  
1. Organization and 

human resources  
• ADB must practice what it preaches (i.e., transparency, etc.). It must 

strengthen its own governance systems. There is a serious institutional 
deficiency and lack of skills, moral, and logistical support to take corruption 
cases to their logical end (prosecution). 

• Management must send staff clear messages and noticeable support on 
corruption issues (i.e., incorporating governance and anticorruption issues is 
necessary even if it takes longer processing; move away from the one-year 
cycle of loan approvals; establish clear accountability in dealing with 
corruption, etc.).  

• There is a mismatch between the needs and available skills in ADB. Skills and 
resources are not aligned with ADB’s corporate goals and strategies. The 
skills and capacity for mission leaders and sector staff to analyze institutional 
development and to address governance and corruption issues are lacking.  

• There is insufficient support/guidance from RSDD on governance and 
anticorruption in sector operations (what to do at the country, program, and 
project levels). 

• There is inadequate incentive for staff to incorporate governance and 
anticorruption issues in operations and to report cases of corruption. 

2. Anticorruption • In line with clear and consistent guidance from ADB management on 
corruption, the goal of zero tolerance must be clarified. Look at the context in 
which it is happening. What is the bottom line of zero tolerance? Is it zero 
leakage of ADB’s money?   

• ADB’s anticorruption effort is reactive rather than proactive or preventive. Zero 
tolerance should be communicated to DMCs.  

• There is weak anticorruption capacity at headquarters and locally. Capacity 
(knowledge and skill mix), resources, and staff time are inadequate.  

• Strengthen anti-money laundering and anticorruption efforts by establishing a 
due diligence unit in ADB to scrutinize contracts. 

3. Consultants • There is a need to be more transparent in the process of hiring consultants 
including providing their background information and periodic evaluations. 

• Priority should be given to domestic/local consultants with equal competence 
and to those using participatory approaches.  

• There is a tendency to rely too much on consultants instead of strengthening 
local capacity. 

D. Others 
1. Harmonization • ADB has been involved in partnership and harmonization (central and project 
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and development 
partnerships 

level) efforts but is still constrained by limited resources. The CSP should be 
synchronized with other donors and portfolios should be jointly reviewed. 

• DMCs request that donors harmonize procedures (i.e., procurement, list of 
debarred firms, etc.) and synchronize with their procedures.   

• Bilateral institutions must also be engaged more.  
2. Empowerment, 

participation, and 
decentralization 

• Civil society organizations and project beneficiaries need to be involved in all 
aspects of the project cycle (design, implementation, monitoring and 
evaluation). 

• ADB’s capacity to employ participatory approaches, appropriate stakeholder 
analysis and selection, and expectation setting is still weak. 

• Community-based, demand-driven approaches need to be adopted engaging 
local bodies/communities in decision making.  

• ADB has not fully considered the complexities of decentralization in the local 
setting. Though it may have benefits, it also creates unknown opportunities for 
corruption. Is this a goal for ADB and does it have the right tools to deal with 
this? The shift from centrally controlled to market-based economies is also 
creating new challenges that need to be studied and discussed. 

3. Transparency and 
information sharing 

• There is a perception that the culture of secrecy still exists. ADB must 
recognize that there are still areas that need to be improved such as staff 
reporting on corrupt practices.  

• Enhance ADB’s public communication strategy to increase accountability to 
stakeholders.  

• Disclose more information (i.e., on the web) on programs/projects (such as 
background, amount, contractor, expected results, etc.), progress reports on 
outputs and expenditure components, etc. and make it more accessible for 
public examination.   

Source: Summary of Key Findings from the Consultations, April 2005. 
 
C. Issues related to Procurement 
 
7. Sound public procurement policies and practices in DMCs are among the essential 
elements of good governance. ADB has taken a number of steps to harmonize procurement 
procedures with the World Bank. COCS in partnership with the World Bank has conducted 
country procurement assessment reports (CPARs)6 in DMCs. ADB is also providing support to 
strengthen country procurement systems in DMCs. The key findings of the review are: 

 
(i) The CPAR is an important and strategic diagnostic instrument that should inform 

CSPs, projects, and programs. 
(ii) The CPAR is also required to inform the PBA assessment for allocation of ADB 

resources. 
(iii) For program loans and sector development programs that are in effect a form of 

budget support to the DMC, the assessment of national procurement policies and 
practices as part of the assessment of country financial management and public 
expenditure management systems provides a mechanism for assessing fiduciary 
and corruption risks.  

(iv) The CPAR provides an opportunity for the DMC to produce a road map for 
achieving internationally acceptable procurement policies and practices; this road 
map could be used by multilateral and bilateral development agencies to support 
the strengthening of the DMC procurement functions. 

 
                                                 
6  Ten CPARs were conducted jointly with the World Bank. CPARs are published on the Internet. 
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8. DMCs raised a number of issues on aid harmonization and alignment during the 
consultations, and they made some recommendations. 

 
(i) ADB procurement policy should allow for using country procurement systems 

where these systems meet agreed criteria. 
(ii) Harmonization of all procurement-related matters with a country’s fiscal year is 

urgently required. 
(iii) ADB should harmonize beyond multilateral development banks and coordinate 

with other donors to ensure harmonization of procurement procedures from the 
different agencies. 

 
1. Strengthening the Effectiveness of Consultants 
 
(i) The level of country ownership, particularly the executing agency’s (EA) 

understanding of the terms of reference and capacity to manage the consultants 
and benefit from the consultancy, must be addressed before a decision is taken 
to appoint consultants. 

(ii) The EA should approve the requirement for consultant support, should 
participate in the producing and signing off on terms of reference, should 
participate in selection, and should sign-off on outputs and complete the 
performance assessment. 

(iii) ADB should consider whether experts from the implementing agency or other 
local institutions could undertake the assignment before hiring consultants. 

(iv) All terms of reference should make explicit the capacity-building dimension of the 
assignment and how it will be delivered, tracked, measured, and reported. 

(v) ADB should invest more in identifying local consultants and building local 
capacity and knowledge as local consultants are likely to have context-specific 
knowledge and are more likely to take a long-term view in recommending 
solutions. 

(vi) Local consultants have difficulty in participating effectively in international 
procurement.  

(vii) ADB’s procurement processes could be strengthened to specifically reach out to 
NGOs who reach the poor. 

(viii) ADB should disclose information on the contracts, financial data, and 
performance of the consultants. 

 
2. ADB Staff 
 
(i) ADB capacity in Manila and in RMs need to be strengthened to design better 

projects to mitigate risks of bad procurement and to ensure the procurement, 
contracts, and financial management aspects of the project are effectively 
supervised during implementation. 

(ii) Prioritize strengthening of procurement and public expenditure management 
systems in DMCs. 

(iii) Procurement oversight needs to be strengthened to reduce leakage; 
consideration should be given to using a third party to provide effective oversight. 

(iv) Be aware of the country’s procurement legislation, policies, and practices. 
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PROJECT HIGHLIGHTS IN PROMOTING 
GOOD GOVERNANCE AND COMBATING CORRUPTION 

 
A. Governance and Poverty Reduction 

 
1. The lack of effective public institutions and policies remains a material and critical 
constraint to economic development in the region. Supporting equitable economic growth and 
improving the quality of life for the poor is fundamental to the ADB’s mandate. However, at the 
heart of the new approach to poverty reduction is empowering the poor—a process that informs 
and promotes the rights of poor people to access and secure control over basic entitlements 
that allow them to earn a living. Unless these basic entitlements are prioritized, efforts to further 
involve the poor in decision making are unlikely to contribute to economic opportunities or social 
inclusion.  
 
2. Effective participation by the poor in the benefits of growth requires actions in diverse 
domains including (but not limited to) effective government policies and service delivery of 
health and education, land and labor regulations, water and natural resource management, and 
providing credit for small- and medium-sized enterprise development. ADB supports this 
approach by assisting governments in their various roles including job creation, capacity 
building for improved service delivery, providing transparency as regulators and adjudicators of 
disputes, and (as enshrined in most DMC constitutions) upholding basic rights such as labor 
rights, providing public safety, and promoting equity.  
 

1. Public Administration 

ADB has supported public administrative improvements in several important areas: 
• machinery of government (role and mandate of central agencies of state);  
• public administration (appropriate laws and regulations, procedures, human resources practices); 
• public policy systems (coherent, coordinated policy making); 
• service delivery (effective implementation, monitoring and evaluation); and  
• public accountability. 
 
3. Supporting stronger public administration is fundamental to ADB’s work in governance 
and it is in this subtheme that receives the greatest activity. In Viet Nam, ADB is providing 
support to the Government's Public Administration Reform Master Program for the period 2001–
2010. For example, in the Republic of the Marshall Islands, ADB has helped the government to 
reduce the size of the public sector by around 30%, thus reducing a key driver of fiscal stress.  
In a similar effort in Nepal, the Ministry of General Administration with support from ADB has put 
civil service personnel records online linked to approved positions and is in the process of 
linking this system to payroll. In addition, some vacant positions have been eliminated and new 
posts created. Public administration support is also important for sector ministries. In India, the 
Gujarat Power Sector Development Program has focused on rationalizing tariff setting and 
introducing regulations that increase equity among consumer categories. Technical assistance 
was provided to help the Royal Government of Cambodia design priority mission groups as a 
means of motivating a group of 1,000 carefully selected officials to facilitate key reform 
initiatives while longer-term civil service reforms were being formulated.  In Sri Lanka, ADB 
helped to draft, secure approval, and implement the Code of Best Practice in Corporate 
Governance for Public Enterprises for all State-owned enterprises. 
 
4. In Azerbaijan, ADB’s East and Central Asia Governance and Finance Division has 
provided technical assistance for the development of a competition policy framework to 
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strengthen the institutional capacity of the Department of Anti-Monopoly Policy under the 
Ministry of Economic Development with special attention paid to the regulation of natural 
monopolies and to the prevention of cartels.   
 

2. Public Financial Management 
 
ADB has supported improvements1 in systems and procedures for: 
• revenue administration,  
• public expenditure management including planning and budgeting, 
• public sector accounting and auditing,  
• procurement, and 
• inter-governmental fiscal relations. 
 
5. Effective public expenditure management, well-administered systems of taxation, and 
sound budgeting and financial management to support appropriate funding allocations for basic 
education, primary health care, and other public services, are critical for poverty reduction.  
 
6. In Mongolia, ADB helped set up an outcome-based public expenditure management 
system to provide the needed backbone for planned public administration reforms. In the 
People’s Republic of China (PRC), assistance was provided in the formulation and adoption of 
auditing standards and auditors were trained in the application of audit standards, and ADB has 
also worked to help improve governance in the financial sector. In this regard, ADB has 
provided technical assistance to the banking regulatory agency as well as the National Pension 
Fund. In order to encourage greater participation by regional authorities in central planning, 
ADB has provided technical assistance to the National Development Reform Commission. 
 
7. In Cambodia, technical assistance has helped to establish an independent government 
auditing authority with a strong, independent audit law that has paved the way for the 
establishment of internal audit functions in government agencies, establishing strong 
momentum for the government’s effort to fight corruption. ADB is helping Cambodia in 
managing its comprehensive sector-wide education reform program. ADB’s new initiative was 
launched in 2004 to help establish a single and orderly process for integrated budget planning. 
A sector-level initiative has likewise been undertaken to strengthen capacity for program 
budgeting in the agriculture sector at both central and local levels for improving the delivery of 
pro-poor support services. 
 
8. In the Lao People’s Democratic Republic (Lao PDR), support has set the foundations for 
modernizing the accounting functions of the Ministry of Finance and online access to other key 
ministries. Starting in 2004, ADB provided support to align the government’s public expenditure 
planning with broad development priorities addressed in the National Growth and Poverty 
Eradication Strategy—the country’s poverty reduction strategy paper. Investment projects and 
policy operations in Pakistan have been restructured in accordance with the new systems of 
intergovernmental fiscal relations between provinces and local governments.   
 
9. In Indonesia and the Philippines, ADB has supported new procurement legislation in line 
with good international practice and continues to support development of national standard 
bidding documents in close cooperation with the governments and the World Bank. ADB is this 
year launching a major program to reform the Indonesian state audit function and to build 
capacity within the Supreme Audit Institution as well as in regional internal audit bodies. The 
                                                 
1  A sample of 10 advisory technical assistance projects, 1 regional technical assistance project, and 5 loans was 

reviewed from the perspective of describing the typical activities undertaken in these projects. 
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project is also helping both the treasury and Supreme Audit Institution to strengthen their 
capacities in Aceh in relation to tsunami recovery support. 
 

3. Supporting the Enabling Environment for Private Sector Investment  
 

ADB helps improve the enabling environment for private sector development and investment in the following areas: 
• public enterprise reform,   
• regulation and competition policies,   
• trade policies (World Trade Organization-related), 
• financial institution development (regulation and supervision of financial institutions and markets), and 
• regulation of microfinance institutions. 
 
10. Support has been provided to draft economic laws in several DMCs including: PRC, 
Indonesia, Kyrgyz Republic, Lao PDR, Mongolia, Nepal, Pakistan, Philippines, Tajikistan, and 
Viet Nam. Assistance was given to the PRC to amend its Company Law, improve administrative 
licensing laws, and develop new economic laws. In Vanuatu, technical assistance has 
strengthened the state law office. Technical assistance has helped build the capacity of India’s 
Insurance Regulatory and Development Authority. ADB-financed capital market program loans 
to Bangladesh, India, Pakistan, and Philippines have promoted legal reforms that strengthen the 
oversight and enforcement capabilities of securities and stock exchange regulators. 
 
11. ADB has developed insolvency procedures to deal with state enterprise reorganization 
and liquidation in the PRC, supported the improvement of the insolvency regime in the 
Philippines, introduced a collateral security registration system in Viet Nam, and established a 
new regulatory framework for secured transactions in Indonesia. ADB research in secured 
transactions led to initiatives in Bangladesh, India, Indonesia, Lao PDR, Sri Lanka, and Viet 
Nam. ADB has worked closely with Bangladesh, Indonesia, Federated States of Micronesia, 
and Thailand and to formulate overall privatization strategies and to initiate effective, smooth, 
and transparent state-owned enterprise-related reforms and corporate restructuring plans. In 
Bangladesh, assistance helped draft the new state-owned enterprise law and developed new 
labor policies addressing redundancies in the sector.  ADB has provided assistance to the PRC 
in its accession to the World Trade Organization. Customs administration assistance to the 
Kyrgyz Republic and Tajikistan is helping streamline standards and conventions, thus making it 
easier for investors to work regionally. In the Philippines, ADB is a major partner in the 
restructuring of the power sector which includes the privatization of power generation and 
transmission, the strengthening of the independent regulator, and the establishment of an 
electricity spot market. ADB is also supporting policy reform in the microfinance and small- and 
medium-sized enterprise sectors to improve private participation in economic activity. 
  

4. Subnational Governance and Decentralization 
 

ADB has successfully supported the strengthening of subnational governance in several interrelated areas: 
• capacity building in local governments, 
• civil service and expenditure management at the local level,  
• devolution and decentralization of the public sector to better balance national and local roles and responsibilities 

for service delivery, 
• local revenue generation, and   
• improving delivery of utilities and social services.  

 
12. ADB is supporting local governments in Indonesia to strengthen their capacity to fulfill 
their roles following the major Indonesian decentralization program. ADB is also supporting 
improved local government financing through another project also focusing on capacity building. 
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Similarly in the Philippines, ADB is supporting decentralization, improved devolution of service 
delivery, local intergovernmental fiscal relations, and improved local financial management. ADB 
has played a critical supporting role in Pakistan's devolution process. Technical assistance during 
2001–2003 for fiscal decentralization helped the government to establish the legal and procedural 
framework for finance planning, budgeting, and expenditure management, which provided the 
basis for the local government ordinances and key budget and accounts codes. Subsequently, the 
$300 million Decentralization Support Program and two attached technical assistance loans 
assisted the federal government to absorb the budget impact of transferring 20% of goods and 
sales taxes to local governments, providing them a buoyant revenue source. 
  
13. ADB supported an extensive capacity assessment in 2003 of elected commune councils 
in Cambodia and the key organizations they work with at the national, provincial, and commune 
levels prior to making investments in capacity building. Commune clerks need enhanced skills 
to deal with complex programming requirements.   In the Federated States of Micronesia, a 
sample survey of citizens and officials in 20 districts and 40 communes revealed that there have 
been widespread benefits from the simplification of administrative procedures through similar, 
“one-stop, one-door” models.  
 
14. In 2005, ADB started assistance to Thailand’s Public Debt Management Office for 
commercial financing at local government units. In Cambodia’s education sector, a technical 
assistance operation was initiated to address regulatory reforms and governance for 
decentralization down to the provincial and commune levels. 
 

5. Anticorruption 
 
ADB supports anticorruption measures both directly and indirectly through: 
 
Anticorruption measures 
• transparent systems for public service, anti-bribery, and business integrity; 
• public ethics, trust accounts for public officials, etc.; 
• research and best practices concerning relevant anticorruption issues and initiatives; and 
• the highest financial and ethical standards for ADB projects and staff. 
 
Anti-money laundering measures 
• legal and institutional systems for anti-money laundering/combating financing of terrorism;  
• collaborating with other international organizations and aid agencies to combat money laundering; and 
• internal controls to safeguard ADB's funds. 
 
15. Under the guidance of its anticorruption policy, ADB supports various measures to 
prevent corruption including establishing anticorruption bodies and helping install appropriate 
legal frameworks and enforcement mechanisms. In Mongolia and Nepal, governance loans 
support a professional, competent, motivated, and meritocratic civil service that can more 
effectively combat corruption. Well-functioning, independent audit offices have been established 
in several countries. In collaboration with the Organisation for Economic Co-operation and 
Development (OECD), ADB has been working on an anticorruption initiative for Asia and the 
Pacific since 1999. ADB also provides support to improve procurement in member countries. 
For example, Mongolia instituted a public procurement law in 2000 with ADB support.  An 
assessment of procurement practices in the Philippines allows one to estimate the exposure of 
ADB projects to potential losses from corruption. In Indonesia, ADB has financed a governance 
audit of the Attorney General’s office and has programs to support the Anticorruption 
Commission, strengthen procurement, and build capacity to fight fraud and corruption.  ADB 
also helped in strengthening the capability and independence of the Anticorruption Commission. 
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16. A small-scale technical assistance activity was approved for Viet Nam in July 2004 for 
capacity building at the Government Inspectorate which is the agency with a mandate to 
implement anticorruption policies and programs. ADB’s new technical assistance for Thailand 
will provide support to develop an effective regime for anti-money laundering and combating 
financing of terrorism aimed at achieving a high level of compliance with the relevant 
international standards. In Lao PDR, a financial intelligence unit within the Bank of Lao PDR 
was established through ADB assistance. In Viet Nam, ADB assisted the government in drafting 
a 2005 anti-money laundering decree. 
 
17. In Mongolia, ADB has provided technical assistance for the establishment of an effective 
anti-money laundering regime. Draft legislation has been prepared with the assistance from 
International Monetary Fund and United States Treasury. ADB is also assisting with capacity 
building. 
 

6. Legal and Judicial Reform  
 

ADB has successfully supported legal and judicial reform in the following main areas: 
 
• strengthening the enabling environment for economic growth; 
• legal empowerment (particularly for the poor and other vulnerable groups) by raising awareness of legal rights 

and obligations and strengthening the ability to contribute to local governance structures and decision making 
affecting their livelihoods and basic rights; 

• equal access to justice and nondiscrimination in the application and enforcement of laws and policies; 
• contributing to regional cooperation in strategic areas (e.g., insolvency, legal empowerment, judicial 

independence and anti-money laundering);  
• legal education, literacy, and training; 
• capacity building for law enforcement (supporting governments’ and judiciaries’ capacity to interpret laws and 

settle disputes, police); and 
• support for appropriate legislation.  
 
18. ADB supports comprehensive access to justice reforms. For example, ADB’s access to 
justice program loan for Pakistan addresses issues as they pertain to the courts, the police, and 
the delivery of services by state institutions. As a result, justice issues are now part of the 
poverty reduction strategy of the government, and for the first time, commitments to justice have 
been backed up by increased budgetary allocations. Early results show success in key areas 
such as reduced delays in courts and greater willingness of courts to engage with citizens.  The 
comprehensive reform package likewise enforces the environmental rights of the poor and helps 
increase the number of female judges.  In India, ADB is helping in the use of alternative dispute 
resolution mechanisms to minimize backlogs and delays in the Delhi subordinate court system. 
 
19. ADB has also supported research on how to best raise legal awareness so that poor 
citizens and communities can assert legal rights or enforce judgments and has applied these 
findings to help Cambodia set up cadastral commissions to resolve land disputes, often 
affecting poor citizens. From 2002–2003, 226 out of 979 cases were resolved, often with ADB-
trained NGO staff representing the poor before the commissions. ADB has also supported 
research exploring the relationship between the existence of proof of legal identity—such as a 
birth record—and access to resources, services, and opportunities.  The study explores how 
registration can be encouraged and how the potential risk of rent seeking by officials can be 
mitigated. Only 5% of the population is legally registered at birth, so ADB is supporting the 
design and implementation of registration for all citizens using mobile civil registration teams 
working closely with newly elected commune councils. The Sindh Rural Development Project in 
Pakistan includes legal empowerment activities to improve the legal rights and labor conditions 
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of tenants who are bound by cash advances from their landlords for agricultural inputs, 
consumption, and emergencies.  
 
20. ADB has supported legal education including setting up schools and continuing legal 
education institutes in Maldives, Mongolia, and Viet Nam and development of training materials 
in other countries. Topics include structuring the contractual and financial arrangements for 
public-private partnerships and the strengths and weaknesses of different regulatory 
frameworks for private sector infrastructure development. ADB helped to develop Thai 
language, web-based self-training materials on insolvency and business reorganization to be 
used by 2000 staff of a government department located in 94 different offices. Through project 
DIAL, ADB helped to establish “worldlii.org,” the largest Internet-based provider of free legal 
information in the world; training in Internet legal research has been provided for government 
lawyers in seven DMCs. 
 
21. In Indonesia, ADB has supported the development of a new case management system 
in the Supreme Court.  ADB is also supporting judicial independence and accountability reforms 
in the Philippines. In 2000, the Philippine Supreme Court adopted a comprehensive program to 
reform various aspects of the judiciary and to encourage similar reforms in the other pillars of 
justice. ADB is providing technical assistance for the organizational and business process 
reengineering of the judiciary. The specific reform activities will directly contribute to improving 
internal efficiencies and audit mechanisms, development planning, budgeting and financial 
management, and human resource management. As such, they will provide the basis for inter-
government dialogue on the financial autonomy of the judiciary and will contribute to improved 
transparency in the process of selecting judges and justices.   
 
22. ADB has produced knowledge products that provide an introduction of key issues in 
selected law and policy reform areas. Toolkits on anti-money laundering and the World Trade 
Organization have been produced and uploaded on the web. Toolkits on financial sector reform, 
regulatory reform, and gender and the law are also in the pipeline. 
 

7. Civil Society Participation   
 
ADB supports the active participation of civil society through the following measures:  
• policies and reforms to create enabling environments for participation of civil society; 
• capacity building (civic engagement, capacity building of civil society groups, nongovernment and community-

based organizations);  
• involvement in government activities (building key partnerships between the public and private sector and with 

civil society); 
• policy advocacy (participation of public in decision making); and  
• public access to information.  
 
23. Civil society participation in ADB’s work typically takes place through NGOs as agents in 
designing, implementing and monitoring efforts. NGOs participate in ADB governance and other 
projects both with and without ADB funding. They also provide inputs to participatory poverty 
assessments, and CSPs. ADB is providing support to the Partnership for Governance Reform in 
Indonesia.  
 
24. In Bangladesh, support has resulted in an improvement in government-NGO 
collaboration. Technical assistance has helped nurture a more conducive environment for 
creating a climate of confidence and trust between the government and NGOs. The support 
helped government officials gain insight into NGO cooperation and better understand the role of 
NGOs in programming, implementing and monitoring development projects. The survey of 
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attitudes on governance in 20 communities in Fiji Islands, Kiribati, Solomon Islands, and 
Vanuatu suggested a number of actions to facilitate integration of traditional and modern 
concepts and practices to enhance governance in order to ensure more effective development 
efforts and the more equitable and socially inclusive distribution of benefits. 
 
25. Civil society organizations (CSOs) are engaged with ADB governance programs in 
Pakistan in a variety of ways. Three examples will illustrate this. First, as part of the 
Decentralization Support Program, investments are being made in CSO capacity to interact with 
the new local government system as policy advocates, monitors of public accountability 
(through public accounts committees, public safety, justice and dispute resolution committees), 
in addition to their more traditional role as public service providers. Second, it is a policy 
condition for release of the second tranche of the program’s loan that a system of community-
based social audits is established in each of the 100 districts in Pakistan. Third, under the 
Access to Justice program, the government has established the Access to Justice Development 
Fund with five funding windows, including one for innovations in legal education and one for 
legal empowerment intended to support new ventures in legal empowerment, legal literacy, and 
aid in civil society.   
 
26. Microfinance loans to Tajikistan and related technical assistance contributed to 
improvements in governance in three ways. First, they encouraged a participatory process 
through which new microfinance legislation was developed and passed.  Second, the projects 
pushed for more transparent recruitment of project staff which, although the project was delayed 
substantially, ultimately led to a transparent and fair process of staff selection.  Third, they 
encouraged ongoing dialogue between civil society in the form of the national microfinance 
association and the regulator, the National Bank of Tajikistan, on matters of regulation, taxation, 
registration, and other methods of improving the legitimacy of the market and services provided 
to the poor. 
 
B. Gender and Governance 

27. Lessons learned are (still) unfolding from ADB's experience in supporting the 
mainstreaming of the dual themes of gender and governance in the design of loans and 
technical assistance.  The Governance Reform Program loan for Nepal (2001) helped to 
remove administrative, financial, and gender weaknesses in the civil service by introducing 
institutional reforms to improve the transparency, accountability, predictability, and processes 
for redressing gender imbalance. In Pakistan, ADB has played a positive role in securing 
commitments by federal and province governments to wide-ranging gender reforms in legal and 
institutional arrangements and in planning, budgeting, and expenditure management. 
Implementation of the gender reform action plans will be directly supported by the 
Decentralization Support Program’s  $7 million gender and governance mainstreaming technical 
assistance loan. In addition, and of greater significance, the governments of Sindh, Balochistan, 
and Punjab have recognized the importance of the action plans for gender/governance reforms 
and as a result, their implementation features as a policy action in four ADB policy operations 
for devolved social services, public resource management, and decentralization. ADB's 
sustainable capacity building development project in the Philippines has a large and important 
gender component in helping local governments implement ambitious gender action plans. 
 
28. Governance Learning Activities and Information Management. ADB launched a 
governance website in 1999 to facilitate internal and external electronic access to governance 
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information.2 A joint collaboration with Public Administration International, the University of 
Birmingham’s International Development Department, and the UKG Audit Commission enabled 
a week-long program entitled Key to Improving Public Services in 2003. The program 
introduced participants to a framework for people-centered public service delivery and explored 
alternative techniques for improving levels of service, particularly for the poor.3 A recently 
conducted regional seminar permitted national and local government practitioners and civil 
society advocates to share experiences to improve quality and access to public services in their 
localities.  
 
C. Country Governance Assessments (CGAs) 

29. CGAs have been completed in Cambodia, PRC, Indonesia, Philippines, Lao PDR (only 
CGA summary published), Nepal, Thailand, and Viet Nam. CGAs have been completed but 
have yet to be published for Bangladesh, Bhutan, Kazakhstan, Kyrgyz Republic, Mongolia, Sri 
Lanka, and Tajikistan.4 A CGA for Uzbekistan has recently been initiated.  
 
30. Integrating Governance in Country Assistance Program Evaluations (CAPEs). An 
established evaluation tool is the CAPE, where ADB’s entire program of assistance in a country 
is evaluated. To date, 7 CAPEs have been undertaken, and where governance and capacity 
building is one of the strategies of country programs, the CAPEs have evaluated achievements 
in this area.  
 
D. Improving Programming, Monitoring, and Coordinating Governance Support 

31. Awareness Raising and Disseminating Knowledge: The successes and failures of 
governance reforms are better understood with the help of cross-border reform networks, think 
tanks, consultants, the media, and scholars. ADB initiatives in this area include joint 
sponsorship with ADB Institute of regional seminars and training workshops. Active regional 
dialogues have been supported in labor issues in DMCs by bringing together the governments 
with labor and employer organizations, labor/research institutes, social standard organizations, 
NGOs, and the International Labour Organisation. Regional cooperation on service delivery, 
anti-corruption initiatives, and law and judicial reform has been very successful.  Although 
regional awareness raising is on the increase, more work is needed to address these and other 
politically sensitive issues such as pension reform.  
 
32. Evidence of Increased Collaboration and Exchanges with Other Development 
Partners.  The success of ADB’s governance support depends on coordinated efforts of many 
partners in addition to ADB, including DMCs, other donors, civil society, and private businesses. 
Links with regional development banks, bilateral donors, and other stakeholders toward 
effective governance partnerships are growing. Through regional technical assistance activities, 
DMCs have been working together on common measures to improve their auditing capability by 
linking DMCs with regional audit institutions such as the Asian Organization of Supreme Audit 
Institutions, the South Pacific Association of Supreme Audit Institutions, and the Asia-Pacific 
Institutes of Public Administration. These initiatives will also produce relevant benchmarks, 

                                                 
2  Available: http://adbweb/Governance/default.asp. 
3  Countries invited to participate include Cambodia, Fiji Islands, India, Indonesia, Mongolia, Pakistan, Philippines, 

Sri Lanka, and Viet Nam. 
4  The Pacific islands composed of Cook Islands, Fiji Islands, Kiribati, Republic of the Marshall Islands, Federated 

States of Micronesia, Papua New Guinea, Samoa, Tonga, Tuvalu,  and Vanuatu have similar CGAs prepared but 
not as comprehensive as the other countries. However, preparation of a comprehensive governance assessment 
for the region is underway. 
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codes of conduct, and indicators for good governance practices covering more than one 
country.  
 
33. Harmonization. ADB endorsed the Rome Declaration of 2000, committing multilateral 
development banks (MDBs) and other participating institutions to specific activities to enhance 
harmonization. Through the MDB coordination group on governance, there has been an 
exchange of ideas, approaches, tools, and efforts to harmonize policies, guidelines, and 
operational procedures. CGAs and other analytic work are built on the work of others, and initial 
discussions have taken place with the World Bank on carrying out a joint assessment.   
 
34. The multilateral and bilateral providers of development assistance are increasing the 
importance being attached to public financial management (PFM) as a key component of the 
overall governance agenda. Attempts are being made to harmonize on assessment 
methodologies and to rationalize the various diagnostic assessments which could be used to 
augment ADB’s internal assessments and provide insight into the role that PFM should play in 
country assistance plans. There have already been successful collaborations with the World 
Bank on public expenditure reviews.5 Financial management, particularly accounting, auditing 
and reporting requirements, has been a key focus of harmonization activities. In addition, 
harmonization on procurement related matters has been productive, with agreements on joint 
procurement assessment (country procurement assessment reports) and on standard bidding 
documents. 
 
35. Increasing institutional links through the external website are fostering greater 
connectivity.6 Recognizing the opportunities to collaborate and share knowledge, the 
importance of building alliances has been stressed. In the last 3 years, liaison with the World 
Bank, OECD, European Bank for Reconstruction and Development, United States Agency for 
International Development (USAID), Inter-American Development Bank (IADB), and African 
Development Bank has become a normal part of doing business. A knowledge-exchange 
program has been developed with the IADB. Specific projects or cofinancing arrangements 
have been entered into with USAID, the United Nations Development Fund for Women, 
Canadian International Development Agency, Swedish International Development Cooperation 
Agency, and the Norwegian Agency for Development Cooperation. 
 
36. Improving Country Capacity to Measure Results. An approach to productivity 
improvement adopted in some regional countries with ADB support is results-based 
management, which typically includes a focus on desired results, indicators to measure 
progress, using information on results to manage operations and resources to improve future 
performance, and holding relevant staff accountable for results. Two regional technical 
assistance (RETA) activities are helping DMCs pilot test results-based management techniques 
and to widely disseminate findings.7 An ADB working group is preparing an action plan on 
improving capacity development support in coordination with the MDB Working Group on 
Capacity Building, Governance and Anticorruption. 
 
37. For example, ADB has been facilitating education ministries in Cambodia and Mongolia 
to develop results-oriented sector performance management capacity building plans. The 
                                                 
5  e.g., Cambodia, Philippines, Papua New Guinea. 
6  Sharing of information through website links is ongoing with 35 institutions such as United Nations Development 

Programme, Transparency International, Institute of Public Administration of Canada, Griffith University, 
European Center for Development Policy Management, Independent Commission Against Corruption, Center for 
Asia-Pacific Women’s Politics, among others. 

7  RETA 6096; RETA 6089. 
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program has included (i) initial results-based management institutional assessment; (ii) case 
studies of various aspects of results-oriented planning and monitoring; and (iii) forward capacity 
building plans to further strengthen results-based management processes. The process has 
incorporated extensive consultative planning with a wide range of stakeholders including NGOs 
and community groups.   
 
38. Management for development results has been specifically featured in ADB’s recent 
technical assistance operations in the Mekong region with support in 2005 for capacity 
development to monitor development results under the National Growth and Poverty Eradication 
Strategy of Lao PDR and a results-based assessment of poverty reduction and economic 
growth in Viet Nam.  
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ADDITIONAL INFORMATION ON CHANGING CONTEXT   
 
A. Participation 
 
1. To further operationalize the participation agenda, the 1998 update of the Policy on 
Cooperation with Nongovernment Organizations (NGOs)1 committed the Asian Development 
Bank (ADB) to an expanded program of cooperation with NGOs in developing member 
countries (DMCs). In 2003, ADB developed, through a participatory process ADB-Government-
NGO Cooperation: A Framework for Action, 2003–2005. This framework has in recent years 
served as a road map for tripartite collaboration in ADB operations featuring five key priorities: 
(a) strengthening NGO participation in ADB-supported activities, (b) enhancing transparency 
and interaction through access to information, (c) developing ADB's capacity for NGO 
cooperation, (d) building NGO capacity and providing institutional support, and (e) strengthening 
government-NGO cooperation and collaboration. ADB has also taken several major actions to 
strengthen its engagement with civil society. Most significantly, in 2001, the NGO Center 
(NGOC) was created to serve as a central focal point and to provide a window for interaction 
between NGOs and ADB on matters relating to the ADB's engagement with civil society. This 
was accompanied by creation of a bank-wide NGO/Civil Society Committee and Network. In its 
brief existence, the NGOC has introduced training and education of staff on NGO cooperation, 
implemented a pilot NGO small grants scheme, arranged for regular consultations with NGOs in 
March and May of each year, improved NGO awareness about how to work with ADB, and 
launched a network promoting NGO-private sector partnerships for sustainable development. 
NGOC also produces a regular e-newsletter for NGOs and regularly provides information on 
ADB-NGO cooperation through a dedicated website and ADB's magazine, ADB Review.  
 
2. A framework for mainstreaming participatory development processes was introduced in 
1996 and is supported by staff instructions. Publications on modes of participation and funding 
upstream participatory activities have contributed to increasing awareness and sharing lessons 
learned within and outside ADB. The Operations Evaluation Department (OED) has conducted 
a number of studies on ADB’s performance in using participatory development processes, and a 
summary of the findings is in OED’s website. The key findings from the most recent OED 
assessment has led to the recommendation that new guidance is required for participatory 
development to reflect the lessons of implementation experience and the new challenges of 
development. 
 
B. Capacity Building 
 
3. The governance policy envisaged “… integration of capacity-building initiatives 
into…project preparation and implementation …” to strengthen accountability in DMC 
governments. In 1994 the policy paper, ADB’s Support for Capacity Building Guidance was 
issued, and there has been a significant increase in capacity building initiatives for policymaking 
and implementation, regulation, service delivery and administrative management. The 1998 
information paper on governance observed: “…too often capacity building is still narrowly 
construed as only training or provision of computers…”2 More recently, to advance ADB’s 
capacity development interventions the enhanced poverty reduction strategy (PRS) added 
capacity development to its thematic priorities. The consultations have highlighted the need for 
ADB to be context specific, focused, and have a clear purpose that is capable of measurement. 

                                                 
1 In 1998, the ADB Board approved an update of the 1987 policy on cooperation with NGOs. 
2 A discussion on capacity building is in the information paper, Governance at the Asian Development Bank, Early 

Results and an Agenda for the Medium Term, August 1998.  
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The evidence from the review is that ADB continues to experience the problems reported in 
1998 including incomplete or weak institutional assessments, guidance, and progress 
indicators. The 2003 OED study to assess water sector capacity building in Pacific DMCs3 found 
there was an absence of capacity building strategy and insufficient assessment of the impact of 
institutional change on stakeholders and measurement of capacity building in terms of inputs 
(consultants and training) rather than outcomes. The June 2004 special evaluation study (SES) 
on capacity development assistance in the Lao People’s Democratic Republic found clear 
weaknesses in ADB’s capacity building support over the past 15 years including in diagnostic 
work, incomplete analytical and planning frameworks and input-led approaches in which 
capacity building commonly became capacity substitution, and with donor-financed project 
management with consultants and resources substituting for government provision.4 Overall, the 
evidence is that internalization of professional institutional development at the design stage 
remains weak. 
 
C. Law and Policy Reform 
 
4. Law and policy reform has featured prominently in ADB operations since 1995. In 1999, 
ADB redefined the legal system to address its broader poverty reduction and development 
objectives. In 2003, ADB adopted five priority areas for pursuing its law and policy reform work.5 
ADB’s experience indicates that effective interventions rely on sound diagnostic work carried out 
through a participatory approach.   
 
5. Much of ADB’s support for law and policy reform is directed toward establishing the legal 
framework for promoting economic efficiency and enabling markets. Between 2000 and 2004, 
there were 34 loans and 130 technical assistance projects that promoted effective policy and 
regulatory frameworks for economic efficiency and market development by (a) strengthening 
legal institutions for the market economy; (b) providing the legal and regulatory framework for 
the financial sector; and (c) providing the legal and regulatory framework for contracts, property, 
and commercial transactions, competition and trade, and the private provision of services such 
as telecommunications, water supply, electricity and transportation. Between 2000 and 2004 
there were two loans, one project preparatory technical assistance  project, and 25 advisory and 
regional technical assistance projects concerned with law and judicial reform. The general trend 
is for law and policy reform issues to be mainstreamed into lending and nonlending services.  
 
D. Private Sector Development 
 
6. Building the government’s capacity to create the enabling conditions for the private 
sector to generate pro-poor economic growth is identified as one of the priority areas in the 
policies. The Private Sector Development Strategy6 aims at strengthening the role of the private 
sector in Asia and the Pacific and provides the framework for ADB to support efforts to expand 
and strengthen private sector participation in its DMCs. One of the major thrusts of the strategy 
                                                 
3 ADB. 2003. Special Evaluation Study on Capacity Building Assistance for Managing Water Supply and Sanitation. 

OED, March. 
4 ADB. 2004. Special Evaluation Study on Capacity Development Assistance to the Lao People’s Democratic 

Republic. OED, June. 
5  (i) strengthen the enabling environment for economic growth; (ii) empower the poor by raising awareness of the 

legal rights and obligations, and strengthen their ability to contribute to local governance structures and decision-
making processes affecting their livelihoods and basic rights; (iii) enable the poor and other marginalized groups to 
exercise their legal entitlements; (iv) support equality of access to justice and nondiscrimination in the application 
and enforcement of laws and policies; and (v) contribute to regional cooperation in strategic areas of law and policy 
reform. 

6 ADB. 2000. Private Sector Development Strategy. March. 
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is about creating the enabling conditions for the private sector to flourish. The targeted 
governance outcomes include legal and judicial reform; public administration reform; state 
enterprise reform; and tax reform. The website provides more information on ADB’s work in 
private sector development. As the strategy is currently under review, full treatment of the 
effectiveness of ADB’s support to the private sector will be covered in the review. 
 
E. Anti-Money Laundering and Anti-Terrorism Financing Policy 
 
7. The policy on money laundering and anti-terrorism financing approved in 2003 expanded 
the scope of ADB’s governance activities. The Policy provides an umbrella framework for 
improving ADB’s cooperation and coordination with other organizations such as the Financial 
Action Task Force on Money Laundering, the United Nations, the International Monetary Fund, 
and the World Bank. A staff training handbook and a website were prepared in 2004 to guide 
ADB staff in implementing the anti-money laundering (AML) policy and to assist DMCs in 
capacity building. The AML-Cross-Border Security Network provided seven information briefings 
on telecommunication and financial service convergence, border controls, and AML analytical 
software to staff and local practitioners. Direct assistance is being provided to DMCs7 and 
support for more is planned. The Cooperation Fund for Regional Trade and Financial Security 
Initiative Fund has enabled ADB to team with other organizations8 to provide innovative and 
wide ranging training programs for DMCs, to establish forensic accounting programs at local 
educational institutions, to foster the use of process mapping to better define AML issues, and 
to address the regulatory environment to foster better results. In October 2004, ADB established 
an Internal AML/combating financing of terrorism (CFT) and a due diligence working group to 
enhance internal AML/CFT and due diligence procedures and to ensure a harmonized approach 
with other multilateral development banks. ADB is assisting the World Bank and others in their 
efforts to develop AML/CFT training programs. The fund and ADB efforts to date are a good 
start but a core of ADB personnel needs to be integrated into the ADB process to ensure ADB’s 
emerging status as an innovative and significant player in the regional AML arena.  
 
F. Summary 
 
8. Overall the evidence is that ADB’s corporate commitment to supporting good 
governance has deepened over the decade through the implementation of a number of 
complementary policies and strategies. The real challenge lies with effective implementation. 
The institutional mechanisms for assessing the impact of proposed new policies, strategies, and 
frameworks on existing policies is often weak and is a consequence joining policy design with 
implementation. 
.

                                                 
7  In February 2005, the Financial Action Task Force removed Indonesia and the Philippines from the Non-

Cooperative Countries and Territories list. Both countries received extensive technical assistance from ADB and 
others in their effort to raise capacity to meet their international AML/CFT obligations. 

8 Such as the United Nations Office of Drugs and Crime, World Customs Organization, International Maritime 
Organization, World Bank, and other member government agencies. 
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KEY PRINCIPLES AND METHODS USED FOR THE GOVERNANCE POLICY 
 
1. Good governance is understood to encompass participation, accountability, 
transparency, and predictability. When effectively implemented, the components of the 
governance action plan will collectively (i) address key developing member country (DMC) 
weaknesses in governance, (ii) increase the priority given to public expenditure management, 
(iii) reduce corruption, (iv) increase the effectiveness and impact of ADB’s governance activities, 
and (v) put in place mechanisms to better track the impact of governance interventions. The 
review assessed implementation against the following key principles.  
 
2. Country Ownership and Leadership. The governance policy highlighted the need for 
flexible approaches that are country owned and country led, as well as for local interventions to 
improve governance on the ground. The Long-Term Strategic Framework (LTSF) reinforced this 
principle by identifying country ownership and leadership as one of four key principles for ADB 
engagement with its DMCs. ADB’s new business processes introduced after the 2002 
reorganization1 further promoted country focus by (i) making it mandatory for country strategies 
and programs (CSPs) to be aligned to DMC planning cycles, (ii) requiring that the development 
of CSPs include significant stakeholder involvement, and (iii) emphasizing the need for CSPs to 
be country specific and flexible while also integrating mechanisms to ensure greater 
accountability.  
 
3. Vital Importance of Strategic Partnerships. The LTSF committed ADB to enhancing 
strategic alliances with other development agencies. The governance action plan calls for ADB 
to actively promote integrated approaches and, in particular, to conduct country governance 
assessments (CGAs) and public expenditure reviews in collaboration with other donors. More 
recently, the Paris Declaration on Aid Effectiveness,2 to which ADB is a signatory, pledged far-
reaching and monitorable actions to reform the way aid is delivered and managed. The 
partnership commitments center on the principles of ownership, harmonization, alignment, 
results, and mutual accountability.3 With regard to public sector management and institutional 
development, signatories committed to (i) ensure that medium-term expenditure frameworks 
and annual budgets reflect priorities in national development strategies (including national 
poverty reduction strategies [NPRSs]); (ii) use partner country procurement and public financial 
management systems that either adhere to broadly accepted good practices or have a reform 
program in place to achieve them; (iii) strengthen country capacity by avoiding parallel 
implementation structures; (iv) use common arrangements and processes including delivering 
aid through program-based approaches; (v) engage in joint field missions and country analytic 
work whenever possible; and (vi) develop transparent and monitorable performance 
assessment frameworks. 
 
4. Donor Commitment to Country Ownership and Leadership. The Paris Declaration 
highlighted “ownership” as a necessary condition for aid effectiveness. The Paris Declaration’s 
definition of country ownership that “…partner countries exercise effective leadership over their 
development policies and strategies and coordinate development actions” is consistent with 
ADB’s corporate-wide commitment to country ownership. The implications for ADB are 
significant. In its operations, the priority is now for country teams to engage in policy dialogue at 
country level and to assist DMCs as they develop action plans and monitoring systems. ADB 
                                                 
1 ADB. 2002. New Business Processes for the Reorganized ADB. 
2 Paris Declaration on Aid Effectiveness. Endorsed in Paris on 2 March 2005 at the Second High Level Forum (HLF-

2) by Government Ministers, Heads of agencies and other senior officials representing around 60 partner countries 
(i.e., developing countries) and more than 50 bilateral and multilateral development institutions, including ADB. 

3 Performance targets in each of these areas have been set for 2010. 
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and its development partners should jointly prioritize support to build capacity in DMCs. At the 
institutional level, ADB is developing an internal reporting system to track its performance 
against the commitments made in the Declaration.4 ADB is continuing to deepen its partnerships 
with bilateral donors that often provide technical assistance to complement and add value to 
ADB’s assistance or that cofinance loans for public sector management. Technical assistance 
grants provide a flexible facility that can operate in parallel with project investments over a 
longer timeframe, thus covering periods when ADB’s loan facilities are not available. Such 
grants can also be used to support program-based approaches, although they have not to date 
been used extensively for this purpose. Strategic alliances with bilateral donors are also 
important for strengthening ADB’s governance capacity. 
 
5. Flexibility in Response to Country-Specific Conditions. ADB’s approach to 
implementing good governance includes a commitment to being flexible in response to the 
unique country contexts. For example, countries with strong, effective institutions and good 
human and technical capacities are more likely to clearly understand their development needs 
and be able to manage public sector programs effectively to address those needs. By contrast, 
countries with weak, ineffective institutions and poor capacities may have a poor grasp of 
development needs and be unable to respond effectively. In implementing the governance 
action plan, ADB must be sensitive to such variation and design its programs accordingly. This 
is a challenging task given the complex dimensions of governance (i.e., institutions, policy 
frameworks, etc.) and the need to build trust and engender ownership. ADB’s ability to 
effectively use participatory and consultative processes is key to helping DMCs take ownership 
of the development agenda.   
 
6. Methods for this Portion of the Review. This review analyzed all CSPs and a sample 
of CSP updates approved since the new business processes were introduced. Systematic 
discussions with ADB staff were held to assess the current situation with particular reference to 
the principles embedded in the LTSF and the new business processes. Stakeholder 
consultations were held to assess whether: 

 
(i) sector road maps are providing sound long-term approaches to sector 

programming in which systemic institutional reform/development issues are 
addressed in a flexible and context-specific manner;  

 
(ii) CGAs are helping ADB develop CSPs with specific governance performance 

indicators, clear assessments of governance risks, and appropriate levels and 
sector composition of ADB support;  

 
(iii) sector and governance and institutional assessments are helping ADB country 

teams more accurately determine areas of focus and sector priorities.  
 
7. The review considered ownership issues in developing CSPs by assessing the extent to 
which DMCs took ownership of the CGAs, which were made a mandatory requirement for 
informing CSPs when the new business processes were introduced in 2001. For countries 
eligible for Asian Development Fund (ADF) resources, the review assessed the extent to which 
(i) country performance assessments were used to identify and prioritize long-term governance 
                                                 
4  Specific areas include: (a) establishing reliable country systems at country and sector levels; (b) use of country 

systems including implementation of institutional arrangements at the sector level and areas for shared public 
sector management analysis; (c) areas where program-based approaches can be adopted for sectors; and (d) 
public sector management results for quality of public sector management in the sectors and public sector 
management.  
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and anticorruption issues for ADB assistance and (ii) flexible assistance modalities were 
available to support good governance and anticorruption in ADF countries.5 

                                                 
5 Commitments made in the medium-term strategy. 
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DATA SOURCES AND DATA ANALYSIS 
 
A. Data and Information Sources 

 
(i) ADB Annual Reports 2000–2004  
(ii) project processing information system (PPIS) as of 29 March 2005 
(iii) report and recommendation to the President   
(iv) technical assistance reports  
(v) project performance report system  
(vi) technical assistance performance report system 
(vii) country strategies and programs 
(viii) country governance assessments  
(ix) project completion reports 
(x) country assistance performance evaluation reports  
(xi) country procurement assessment reports  
(xii) special evaluation studies  

 
B. The New Classification System 
 
1. The PPIS new classification system for loans and technical assistance includes the law, 
economic management and public policy (LEMPP) sector; and the governance theme (referred 
to as non-LEMPP). 

 
The LEMPP sector has the following subsectors:  
(i) national government administration,   
(ii) economic management, 
(iii) law and judiciary, 
(iv) public finance and expenditure management, and  
(v) subnational government administration. 
 

2. Loans and technical assistance classified under subsector “economic management” are 
excluded from the data set as they relate to corporate governance and private sector 
development and are outside the scope of this review.   
 
3. The governance theme includes the following subthemes: 

(i) financial and economic governance, 
(ii) public governance, 
(iii) civil society participation, and 
(iv) anticorruption. 
 

4. All loans and technical assistance including sector activity can be classified under one or 
more subthemes. 

 
C. Experiences in Using PPIS Data for the Data Set 
 

(i) A common problem was where public resource management or subnational 
government loans were classified as national government loans. Another data 
classification error is where corruption-related activities are described under the 
law and policy reform subsector. 
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(ii) The relatively low number of sector projects tagged under the governance 
subtheme when compared with the figures from a review of project objectives 
implies that limited attention is being given to the subtheme classification system.  

(iii) Project details are missing for some approved project loans/technical assistance 
(responsibility for updating rests with concerned department/division). 

 

 
Source: PPIS as of 29 March 2005. 
 
 

 
Source: PPIS as of 29 March 2005. 
 
 

Table A6.3: Distribution of Investments in Public Sector Management Loans 
by Regional Department, 2000–2004 

($ million)  
       

Subsector ECRD MKRD PARD SARD SERD All Regions 
Law and Judiciary 0.0 0.0 0.0 350.0 0.0 350.0 
Natl. Govt. Admin. 15.5 45.0 80.0 65.0 0.0 205.5 
Pub. Fin. & Exp. Mgt. 35.0 0.0 12.0 762.0 225.0 1,034.0 
Subnational Govt. Admin. 0.0 10.0 0.0 300.0 42.2 352.2 

Total 50.5 55.0 92.0 1,477.0 267.2 1,941.7 
Source: PPIS as of 29 March 2005.       

 
 

 
 
 

Subsector 2000 2001 2002 2003 2004 Total 
Law and Judiciary 0 1 0 0 0 1
Natl. Gov. Admin. 0 2 1 3 0  6
Pub. Fin. and Exp. Mgt. 0 2 2 1 4 9
Subnational Govt. Admin. 0 0 3 0 0 3

Total 0 5 6 4 4 19

Table A6.1: Number of Public Sector Management Loans per Year 
 2000–2004

Subsector 2000 2001 2002 2003 2004 Total 
Law and Judiciary 0.0 350.0 0.0 0.0 0.0 350.0
Natl. Gov. Admin. 0.0 100.0 10.0 95.5 0.0 205.5
Pub. Fin. and Exp. Mgt. 0.0 47.0 205.0 204.0 578.0 1,034.0
Subnational Govt. Admin. 0.0 0.0 352.2 0.0 0.0 352.2

Total 0.0 497.0 567.2 299.5 578.0 1,941.7
% to total value of ADB loans 0.0 9.4 10.2 5.1 11.7 7.2

Total Value of ADB Loan
Projects 5,430 5,301 5,548 5,918 4,947 27,144

Table A6.2: Amount of Public Sector Management Lending per Year
($million)
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Source: PPIS as of 29 March 2005. 
 
 
 
 

Figure 2: Distribution of Public Sector 
Management Lending by Region, 2000-2004 
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Source: PPIS as of 29 March 2005. 

 
 
 

Figure 4: Total Investments in Public Sector 
Management by Subsector, 2000-2004 

($million)
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Source: PPIS as of 29 March 2005. 

 
 
 

Figure 3: Total Value of Public Sector Management 
Lending by Source, 2000–2004 
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Source: PPIS as of 29 March 2005. 
 

 
Source: PPIS as of 29 March 2005. 
 

Table A6.6: Subsectoral Distribution of Public Sector Management 
Technical Assistance Projects by Regional Department, 2000–2004 

No. 

ECRD 6
MKRD 2
PARD 3
SARD 8
SERD 4

Subtotal 23

ECRD 25
MKDR 21
PARD 20
SARD 23
SERD 5

Subtotal 94

ECRD 17
MKRD 4
PARD 13
SARD 16
SERD 12

Subtotal 62

ECRD 2
MKRD 7
PARD 5
SARD 15
SERD 12

Subtotal 41

Public Finance and Expenditure Management

1,956
12,315

Amount ($'000)
Law and Judiciary

National Government Administration

2,950

13,023
9,867
9,447

3,000
1,200
1,430
6,710

Subnational Government Administration

7,978
2,030
4,905
7,856

15,290

46,608

32,874

21,985

8,894
6,013

10,105

800
3,550
2,728

 
Source: PPIS as of 29 March 2005. 

Subsector 2000 2001 2002 2003 2004 Total 
Law and Judiciary 5 5 5 6 8 29
Natl. Gov. Admin. 22 25 25 17 19 108
Pub. Fin. and Exp. Mgt. 15 14 15 17 22 83
Subnational Govt. Admin. 5 9 14 10 7 45

Total 47 53 59 50 56 265

Table A6.4: Number of Public Sector Management Technical Assistance Projects per Year

Subsector 2000 2001 2002 2003 2004 Total by Subsector 
2000-2004

Law and Judiciary 5,130 3,425 1,570 3,190 3,627 16,942
Natl. Gov. Admin. 8,706 13,025 11,577 12,128 7,656 53,092
Pub. Fin. and Exp. Mgt. 6,595 6,711 5,229 7,048 13,418 39,001
Subnational Govt. Admin. 2,550 5,998 6,313 6,319 2,415 23,595

Total 22,981 29,159 24,689 28,685 27,116 132,630
% to total value of ADB TAs 13.6 20.2 13.8 16.4 13.8 15.3

Total Value of ADB TA
Projects 169,000 144,115 179,040 175,000 197,000 864,155

Table A6.5: Amount of Public Sector Management Technical Assistance Projects per Year  
($’000) 



Appendix 6  77

 
 
 
 
 

 

Figure 5: Distribution of Public Sector 
Management TAs by Subsector, 2000-2004
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Source: PPIS as of 29 March 2005. 

 
 
 
 
 
 

Figure 6: Distribution of Public Sector 
Management TAs by Subsector, 2000-2004 
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F igure 7: T o tal N o . o f  P ublic Secto r M anagement 
T A s by R egio nal D epartment, 2000-2004

50

34

41

62

33

ECRD
MKRD
PARD
SARD
SERD

 
Source: PPIS as of 29 March 2005. 

 
 
 
 
 

F igure 8: Value o f  Investments in P ublic Secto r 
M anagement T A s by R egio nal D epartment , 2000-

2004 ($ '000)
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Source: PPIS as of 29 March 2005. 
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Source: PPIS as of 29 March 2005. 
 
 

 
Source: PPIS as of 29 March 2005. 
 
 

Figure 9: Distribution of Sector Loan Projects with 
Institutional Development (Governance subthemes) by 

Regional Department, 2000-2004
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Source: PPIS as of 29 March 2005. 

Subtheme 2000 2001 2002 2003 2004 Total 
Financial and Economic
Governance 2 3 8 6 2 21
Public Governance 0 3 4 6 2 15
Civil Society Participation 0 0 2 2 1 5
Anticorruption 0 0 0 0 1 1

Table A6.7: Total Number of Sector Loan Projects with Institutional
Development  (Governance Subthemes) per Year, 2000–2004 

2000 2001 2002 2003 2004 Total 
ECRD 1 0 1 2 1 4
MKRD 0 1 4 1 1 7
PARD 0 0 0 0 0 0
SARD 1 3 6 5 3 17
SERD 0 1 2 4 1 8

Table A6.8: Distribution of Sector Loan Projects with Institutional Development 
(Governance Subthemes) by Regional Department, 2000–2004  

Department 
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Source: PPIS as of 29 March 2005.  

 

Subtheme 2000 2001 2002 2003 2004 Total 
Financial and Economic
Governance 16 24 17 28 85
Public Governance 8 19 14 15 56
Anticorruption 1 0 1 5 7
Civil Society Participation 4 6 6 3 19
Source: PPIS as of 29 March 2005. 

2000 2001 2002 2003 2004 Total
ECRD 0 2 11 8 12 33
MKRD 0 2 4 1 3 10
PARD 0 1 3 1 1 6
SARD 0 15 18 17 20 70
SERD 0 5 7 5 5 22

Source: PPIS as of 29 March 2005. 

Table A6.9: Total Number of Sector TA Projects with Institutional 
Development   (Governance Subthemes) per Year, 2000–2004 

Table A6.10: Distribution of Sector TA Projects with Institutional Development
(Governance Subthemes) by Regional Department, 2000–2004  

Department 

Figure 10: Distribution of Sector TA Projects with Institutional 
Development (Governance Subthemes) by Regional 

Department, 2000-2004
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Source: PPIS as of 25 May 2005. 

 
 
 

 
Source: PPIS as of 25 May 2005. 

 
 
 
 
 
 
 

Sector No.
% of 
Total Rank Amount 

($Million) 
% of 
Total Rank

Agriculture and Natural Resources 52 16.6 2 2,555 9.3 4
Education 31 9.9 4 1,341 4.9 7
Energy 29 9.3 5 4,018 14.7 2
Finance 25 8.0 6 1,914 7.0 6
Health, Nutrition, and Soc. Prot. 14 4.5 8 636 2.3 10
Industry and Trade 13 4.2 9 953 3.5 9
Law, Econ. Mgt., and Public Policy 23 7.3 7 2,461 9.0 5
   - Economic Management 5 1.6 723 2.6
   - NatGov, Pub.Finance, SubNat Gov 18 5.8 1,738 6.3
Transport and Communications 61 19.5 1 8,993 32.8 1
WSS and Waste Mgt. 23 7.3 7 1,110 4.1 8
Multisector 42 13.4 3 3,397 12.4 3

Total 313 100.0 27,378 100.0

Table A6.11: Total Number and Value of ADB Loan Projects by Sector, 2000–2004 

Sector No.
% of 
Total Rank Amount 

($ million) 
% of 
Total Rank

Agriculture and Natural Resources 224 14.2 2 199,463 19.7 2
Education 82 5.2 7 44,044 4.4 9
Energy 107 6.8 5 71,526 7.1 6
Finance 140 8.9 4 80,367 7.9 5
Health, Nutrition, and Soc. Prot. 99 6.3 6 58,936 5.8 7
Industry and Trade 83 5.2 7 48,418 4.8 8
Law, Econ. Mgt., and Public Policy 531 33.6 1 252,896 25.0 1
   - Economic Management 281 17.8 122,086 12.1
   - NatGov, Pub.Finance, SubNat Gov 250 15.8 130,810 12.9
Transport and Communications 174 11.0 3 94,660 9.4 4
WSS and Waste Mgt. 65 4.1 9 39,763 3.9 10
Multisector 76 4.8 8 120,887 12.0 3

Total 1,581 100.0 1,010,960 100.0

Table A6.12: Total Number and Value of ADB Technical Assistance Projects by Sector, 2000–2004
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Table A6.13: ADB Lending by Modality, 2000-2004    
                          

  Project Loans  Program Loans Sector Development Program 
Loans (SDPLs) 

 All ADB Loans 

Year  OCR ADF 

Total 
No. of 
Loans 

Percent 
to Total 
ADB 
Loans 

Total 
No. of 

Projects 

Percent 
to Total 
ADB 

Projects  OCR ADF

Total 
No. of 
Loans

Percent 
to Total 
ADB 
Loans

Total 
No. of 

Projects

Percent 
to Total 
ADB 

Projects OCR ADF

Total 
No. of 
Loans

Percent 
to Total 
ADB 
Loans 

Total 
No. of 

Projects 

Percent 
to Total 
ADB 

Projects  OCR ADF

Total 
No. of 
Loans

Total 
No. of 

Projects

                          

2000  26 42 68 84.0 57 83.8  3 4 7 8.6 5 7.4 4 2 6 7.4 6 8.8  33 48 81 68 

                          

2001  18 35 53 73.6 41 71.9  6 7 13 18.1 10 17.5 2 4 6 8.3 6 10.5  26 46 72 57 

                          

2002  24 44 68 80.0 52 77.6  4 8 12 14.1 10 14.9 4 1 5 5.9 5 7.5  32 53 85 67 

                          

2003  26 40 66 82.5 49 79.0  3 4 7 8.8 6 9.7 4 3 7 8.8 7 11.3  33 47 80 62 

                          

2004  20 36 56 74.7 41 70.7  4 7 11 14.7 9 15.5 4 4 8 10.7 8 13.8  28 47 75 58 

                          

                          

2000-2004  114 197 311 79.1 240 76.9  20 30 50 12.7 40 12.8 18 14 32 8.1 32 10.3  152 241 393 312 
                          

                                                     
1/ Total no. of projects is tentative and is based on the processing status of loan projects from PPIS as of 26 April 2005. 
Source:    Annual Reports, 2003 & 2004; Summary Reports of Loans, Technical Assistance and Private Sector Loans and Equity, 2000, 2001, 2002, 2003, 2004; 

and Memo of President to Vice Presidents  on Operational Resource Parameters, 2005  dated 24 Feb 2005. 
 
 
 
 

Table A6.14: Summary of Sector Loans, 2000–2004 
             
        2000 2001 2002 2003  2004   2000-2004 
              
Sector Lending           
Number of projects  11 9 7 13  7  47 
Amount ($ million)  925.3 547.8 1,039.6 1,630.4  1,308.2  5,451.3 
             
Total ADB             
Number of projects  68 57 67 62  58  312 
Amount ($ million)  5,431.0 5,301.0 5,548.0 5,918.0  4,947.0  27,145.0 
             
-  to total number of 
projects 16.2 15.8 10.4 21.0  12.1  15.1 
                       
Source: ADB Annual Reports, 2000-2004. 
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Source: COPP as of May 2005 and ADB Annual Reports 2000-2004. 
 
 

Table A6.16: Summary of Program Cluster Loans1 
 

Department 2000 2001 2002 2003 2004 Total  
ECRD 0 0 0 1 0 1 
MKRD 0 1 2 1 2 6 
PARD 0 0 0 0 0 0 
SARD 1 0 1 1 2 5 
SERD 0 0 1 0 0 1 
Total 1 1 4 3 4 13 

Source: ADB Annual Reports, 2000 to 2004. 
 
 

Table A6.17: Summary of Cluster Technical Assistance 
 

 2000 2001 2002 2003 2004 Total  
ECRD 2 0 0 0 0 2 
MKRD 2 1 0 0 0 3 
PARD 0 0 0 0 0 0 
SARD 2 0 0 0 1 3 
SERD 0 0 0 0 0 0 
Total 6 1 0 0 1 8 

Source: ADB Annual Reports, 2000–2004. 
 
 

                                                 
1 Program loan cluster approach was introduced effective 1 January 2000 as a useful extension of the program 

lending modality to enhance flexibility and extend time frame to 4–7 years for program implementation. 

2000 2001 2002 2003 2004

TA Loans 
Number 1 4 5 5 4
Amount ($ million) 5.0 37.9 40.0 20.3 28.0 

Total ADB Loans 
Number of Loans 81 72 85 80 75
Number of Projects 68 57 67 62 58
Amount ($ million) 5,431 5,301 5,548 5,918 4,947

% 
-  to total number of loans 1.2 5.6 5.9 6.3 5.4
-  to total number of projects 1.5 7.0 7.5 8.1 6.9
-  to total amount of loans 0.1 0.7 0.4 0.5 2.7

27,145

4.8

Table A6.15: Summary of Technical Assistance Loans, 2000–2004 

6.1
0.3

2000-2004

19

393

131.2

312
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No. of 
Projects

Amount     
($ million)

No. of 
Projects

Amount     
($ million)

No. of 
Projects

Amount     
($ million)

No. of 
Projects

Amount     
($ million)

No. of 
Projects

Amount     
($ million)

No. of 
Projects

Amount     
($ million)

No. of 
Projects

Amount     
($ million)

No. of 
Projects

Amount     
($ million)

No. of 
Projects

Amount     
($ million)

No. of 
Projects

Amount     
($ million)

Lending:
1. Indonesia (2003) 3 275 1 100 1 150 2 200 1 10 2 120 1 150
2. Maldives (2002) 1 5
3. Pakistan (2002) 1 50 1 100 2 350 2 400 1 150 1 50
4. Sri Lanka (2004) 1 40 1 70 2 90 1 10
5. Tajikistan (2004) 1 25 1 10
6. Kazakhstan (2004) 1 50 1 40
7. Kyrgyz Republic (2004) 1 13 1 6 1 31
8. India (2003) 3 600 4 1,020 1 250
9. China (2004) 2 225 3 771 1 700 3 1,742 1 157
10. Cambodia (2005) 2 41 1 10 1 9 1 23
11. Viet Nam (2002) 2 250 1 65 2 125 1 150 1 15
12. Afghanistan (2002) 1 150
13. Lao PDR (2002) 2 40 1 38 4 151
14. Nepal (2004) 4 129 1 30 1 30 1 25

Subtotal: 18 1,085 5 248 7 1,471 9 713 3 209 3 86 7 615 3 1,000 18 3,334 4 480

Non-Lending:
1. Indonesia (2003) 5 4 2 2 2 1 2 1 1 1 7 4 3 1
2. Maldives (2002) 1 0 1 1 1 0
3. Pakistan (2002) 3 1 3 1 2 2 5 2 1 0 1 0
4. Sri Lanka (2004) 1 1 1 1 1 1 2 1 1 1 1 1
5. Tajikistan (2004) 2 1 1 1 1 1 2 3 1 1
6. Kazakhstan (2004) 3 2 1 1 1 1 1
7. Kyrgyz Republic (2004) 2 1 1 1
8. India (2003) 2 1 5 11 5 3 17 5 5 1 5 4
9. China (2004) 9 5 1 1 5 2 6 2 1 1 10 4 4 2 7 4 1 1
10. Cambodia (2005) 5 2 1 1 1 1 1 0 1 2 5 5 1 0
11. Viet Nam (2002) 1 1 1 1 1 1 1 1 1 1 3 2 1 1
12. Afghanistan (2002) 15
13. Lao PDR (2002) 3 1 1 1 1 0 1 1 3 2 1 1 1 1
14. Nepal (2004) 1 0 1 0 2 1 1 1 3 2 2 1

Subtotal: 37 20 8 4 17 17 17 8 7 3 6 4 51 35 11 5 31 22 6 3

Total: 55 1,104 13 252 24 1,488 26 721 10 212 9 91 58 650 14 1,005 49 3,356 10 483
Source: Country Strategy and Programs, Asian Development Bank

Energy Finance

Table A6.18: Sectors Covered by Selected Country Strategies and Programs

Transport and 
Communication

Water Supply, 
Sanitation, and Waste 

Management

Health, Nutrition and 
Social Protection

Industry and Trade Law, Economic 
Management, Public 

Policy

MultisectorAgriculture and 
Natural Resources

Education
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CSPs Sectors
Public 

Administration
Public Finance 
Management

Public-Private 
Partnership

Sub-National 
Governance & 

Decentralization

Anticorruption Legal and Judicial 
Reform

Civil Society 
participation

INDIA (2003) Public Finance I,   A I,   Ap ( , y
Waterways) I,   A I,   A I,   A
Power I,   A I,   A
Gas I,   A
Financial I,   A I,   A
Agriculture and Natural Resources I,   A I,   A
Urban Development I,   A

INDONESIA (2003) Agriculture & Rural Dev't I,   A
Environment and Natural Resources I,   A I,   A I,   A
Education Sector & Training I,   A I,   A I,   A
Health, Nutrition and Population I,   A I I,   A I,   A I
Urban Dev't, Water Supply and Shelter I,   A I,   A
Energy I,   A I,   A
Transport I A I,   A
Finance I,   A I,   A I,   A I,   A
Industry and Small-Medium Enterprises I,   A I,   A I,   A

KAZAKHSTAN (2004) Environment I,   A I,   A
Transport I,   A I,   A
Agriculture and Rural Dev't I,   A I A
Water supply and Sanitation A A I,   A
Education I,   A I,   A A

KYRGYZ REPUBLIC (2004) Agriculture and Rural Development I,   A I,   A I,   A
Financial Sector I,   A
Transport I,   A
Education I,   A I,   A

CHINA (2004) Agriculture and Rural Dev't I,   A I,   A
Energy I,   A
Transport I,   A I,   A
Water and Sanitation I,   A I
Financial Sector I,   A I,   A
Environment and Natural Resources I,   A

SRI LANKA (2004) Agriculture and Natural Resources I I,   A
Road/Port I,   A I,   A A
Energy I,   A I,   A
Financial Sector I,   A I,   A
Education I,   A I,   A I,   A
Water Supply and Sanitation I I I I

TAJIKISTAN (2004) Agriculture & Rural Dev't I,   A A
Education & Training I,   A I,   A A
Energy A I,   A I,   A
Health I,   A I,   A
Transport A I,   A I,   A

Source: Country Strategy and Program, Asian Development Bank.

Governance Issues (I)  and Actions (A)  Included in Sector Roadmaps

Table A6.19: Sector Roadmaps Reviewed in Selected Country Strategies and Programs
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Table A6.21: Public Sector Management Technical Assistance, 2000-2004 
($'000) 

Donor ECRD MKRD PARD SARD SERD REG                      Total 

JSF               4,640               4,115               3,940               2,866              6,410                 3,250                      25,221  
 AFD                        -                  184                     -                       -                       -                           -                           184  
 ATF                       -                        -                      -                       -                       -                           -                               -    
 AUS                        -                       -                   781                      -                       -                           -                           781  
 CIDA                        -                       -                      -                   159                     -                      135                         294  
 DFID                        -                   400                     -                7,215              1,684                         -                        9,299  
 GCF                   250                  450                     -                   360                     -                      550                      1,610  
MFDR                        -                       -                      -                       -                       -                          -                               -    
 NET                        -                       -                      -                   165              5,200                    200                       5,565  
NET-G                        -                       -                      -                1,440              1,200                        -                         2,640  
 NPRS                        -                       -                      -                       -                       -                      500                          500  
 NZL                        -                   725                     -                       -                       -                      350                       1,075  
 PRF                   300                  370                     -                   950                     -                      975                       2,595  
RTFSI                        -                       -                      -                       -                       -                          -                               -    
 SPA                   286                      -                      -                       -                       -                           -                           286  
USAID                        -                       -                   666                      -                       -                          -                           666  
 TBD                        -                       -                      -                       -                       -                           -                               -    
 Sub-Total                5,476               6,244              5,387             13,155            14,494                 5,960                          50,716     

 
AFD = Agence Francaise de Development Fund, ATF = Asian Tsunami Fund, AUS = Australian TA Grant, CIDA = Canadian International  
Development Agency Fund, DFID = Department for International Development - UK TA Grant, GCF = Governance Cooperation Fund,  
JSF = Japan Special Fund, MfDR = Managing for Development Results Fund, NET = Netherlands TA Grant, NET-G = Netherlands Fund, 
NPRS = National Poverty Reduction Strategy Fund, NZL - New Zealand TA Grant, PRF = Poverty Reduction Fund, RTFSI = Regional  
Trade and Financial Security Initiative, SPA = Spanish TA Grant, USAID = US Agency for International Development Fund. 

Source: PPIS as of 29 March 2005. 
 
 

 
 
 
 
 

Co-Financier 

Netherlands 
Grant 
 Sida  

 Sub-Total 
Sida = Swedish International Development Agency Fund.
Source: PPIS as of 29 March 2005. 

          68.1  

            3.0             -   

SARD SERD TOTAL 

         51.9 

13.8  71.1    

        13.8 

           -   

          51.9 
 

           -            -           5.4 

        -   
  

   

        3.0            -    

MKRD PARD

           -            2.4         -   

ECRD 

($ million)

Table A6.20: Cofinancing and Donor Contributions in Public Sector Management 
Loan Program/Projects, 2000–2004 
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ASSESSING THE IMPACT OF ADB GOVERNANCE-RELATED OPERATIONS 
 ON POVERTY REDUCTION 

 
1. In 1999, when the Asian Development Bank (ADB) adopted the Poverty Reduction 
Strategy (PRS), poverty assessments and poverty partnership agreements (PPAs) were 
introduced. The PRS stipulated that country strategies and programs (CSPs) had to be based 
on country-specific analyses of the poverty situation including assessment of cross-cutting 
themes such as governance.1 A number of poverty assessments identified weaknesses in 
governance as significant constraints to poverty reduction. However, the governance analysis in 
the poverty assessment was insufficient for the development of a governance reform program. 
The enhanced PRS in 2004 replaced the PPA targets in CSPs with the goals and medium-term 
targets of developing member countries’ (DMCs) national poverty reduction strategies 
(NPRSs).2 The review of 12 NPRSs revealed very similar findings to the PPA process. The 
majority note improved governance as necessary for poverty reduction and some note problems 
of corruption. However, the quality of governance analysis in NPRSs is not consistently strong 
enough to generate sound institutional reform priorities and medium term targets for improving 
governance.3   
 
2. ADB has been involved in a broad range of governance activities to reduce poverty, in 
particular focusing on making public administration, legal institutions, and public service delivery 
more efficient and accountable to citizens. Reforming public administrations to increase their 
accountability and responsiveness to poor people has been a significant aspect of ADB’s work. 
Through support for public financial management, DMCs have been able to increase the focus 
of public spending on poor people and also to provide greater access to information such as 
budgets. Participatory budget mechanisms and performance ratings of public services are 
increasingly featured to enable citizens to shape and monitor public sector performance while 
reducing opportunities for corruption. Creating more inclusive and accountable legal systems 
has promoted legal equity. There has also been a recent increase in support for decentralization 
initiatives that bring service providers closer to the people and that strengthen local capacity for 
the devolution of financial resources and citizen monitoring of services.    
 
3. The table below provides an analysis of ADB’s projects and programs that address 
governance issues across four dimensions of poverty.4 The conclusion that the review is able to 
draw from this analysis is that the primary area of ADB’s governance work relates to improving 
the coverage, efficiency, and sustainability of basic services. The second major area of work 
focuses on safeguards for sound economic management, safeguards against economic 
vulnerability, and effective enforcement systems. However, what is not clear from the data and 
supporting material is the extent to which the projects were considered as priorities in DMC 
poverty reduction strategies. Secondly, attribution continues to be a challenge; the review was 
unable to assess the impact of the initiatives on poverty reduction.      
 
 
                                                 
1  Poverty assessments were completed in 22 DMCs, 25 PPAs were concluded between DMC governments and 

ADB, and country governance assessments (CGAs) for 24 DMCs were completed at mid-2004.   
2  The NPRS is a generic term used by the Review to mean the DMC’s strategy or national development plan for 

poverty reduction. The Review studied 11 NPRSs and 23 PPAs. 
3  World Bank/International Monetary Fund Joint Staff Assessment Notes provide another source of commentary on 

the quality of NPRSs. 
4  In the absence of an internal classification system, the review used the World Bank PRSP Source Book (which 

identifies governance issues by dimensions of poverty) to assess the objectives of projects and programs where 
governance was classified as one of the sectors or thematic areas of focus under the new project classification 
system. 
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Table A7.1: Dimensions of Poverty in ADB’s Public Sector Management  

Loans and Technical Assistance 
 

Percentage to Public Sector 
Management Projects 

 
Dimensions of Poverty and Governance 

Issues Addressed Public Sector 
Loans (%) 

Public Sector 
TAs (%) 

Empowering the Poor 11 11 
Improving coverage, efficiency, and 
sustainability of basic services 

58 54 

Increasing access to markets 8 9 
Providing security from economic shocks, 
corruption, crime, and violence 

22 26 

Source: Asian Development Bank. 
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ADB STAFF COMPETENCIES IN PUBLIC SECTOR MANAGEMENT 
 
 

Table A8.1: ADB Staff Competencies in Eight Governance Themes 
 

    Area of Work ADB-
HQ 

RMs

1. Public Administration 5 22 
 a. Machinery of government  8 3 
 b. Public administration  8 2 
 c. Public policy systems 8 3 
 d. Service delivery  3 3 
 e. Public accountability 6 3 
2. Public Financial Management 5 23 
 a. Revenue administration  10 6 
 b. Public expenditure management, including planning and  
      Budgeting 

11 7 

 c. Public sector accounting and auditing  4 2 
 d. Procurement 7 1 
 e. Inter-Governmental fiscal relations 7 3 

3. Supporting the Enabling Environment for Private Sector  
 Investment 

14 31 

 a. Public enterprise reform   7 6 
 b. Regulation and competition policies   7 6 
 c. Trade policies  2 4 
 d. Financial institutions development  9 7 
 e. Regulation of microfinance institutions 5 2 
4. Subnational Governance and Decentralization 2 21 
 a. Capacity building in local governments 4 4 
 b. Civil service and expenditure management at local level  4 2 
 c. Devolution and decentralization of public sector to better 
      balance national and local roles and responsibilities for 
       service delivery 

7 5 

 d. Local revenue generation   6 3 
 e. Improving delivery of utilities and social services  2 4 
5. Anticorruption 5 21 
 a. Anticorruption measures 3 2 
 b. Management of national wealth 4 1 
 c. Management of financial institutions  4 0 
 d. Transparent systems for public service, anti-bribery and 
      business integrity 

3 1 

 e. Public ethics, trust account for public officials, etc. 4 0 
 f. Research and best practices concerning relevant 
 anticorruption issues and initiatives  

3 0 

6. Anti-money laundering measures 11 9 
 a. Legal and institutional systems for anti-money 
 laundering/combating financing of terrorism  

4 1 

 b. Collaborating with other international organizations and 
 aid agencies to combat money laundering 

2 2 

 c. Internal controls to safeguard ADB's funds 1 0 
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    Area of Work ADB-
HQ 

RMs

   
7. Legal and Judicial Reform  2 13 
 a. Legal empowerment  0 1 
 b. Equal access to justice  2 1 
 c. Contributing to regional cooperation in strategic areas  2 0 
 d. Legal education, literacy, and training 1 2 
 e. Capacity building for law enforcement 3 1 
 f. Support for appropriate legislation  0 1 
8. Civil Society Participation   3 18 
 a. Policies and reforms to create enabling environments for 
 participation of civil society 

5 4 

 b. Capacity building  5 5 
 c. Involvement in government activities  5 3 
 d. Policy advocacy  4 2 
 e. Public access to information  5 5 

ADB HQ = ADB Headquarters, RM = resident mission. 
Note:  1. PAHQ considered under RMs. 

2. Figures across theme headings do not represent the total count of staff per theme, but 
rather the number of staff identified capabilities in all aspects of the theme. 

 3. Vacant positions/capabilities are not included. 
Source: Inputs received from regional departments – November 2004 to January 2005. 
 

 
Table A8.2: Governance Positions at ADB 

 
Department Location Filled Vacant Total 

SARD HQ 2 0 2 
SARD RM 2 0 2 
MKRD HQ 0 1 1 
PARD HQ 0 1 1 
ECRD HQ 1 0 1 
SERD HQ 1 1 2 
RSDD* HQ 3 0 3 

Total  9 3 12 
Note: Including 1 secondee. 
Source: BPMSD. 
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CONCLUSIONS: SUPPLEMENTARY EXPLANATORY INFORMATION 
 
A. Conclusions for Implementing the Governance Policy 
 

1. Conclusion 2: Create an effective, low transaction cost, lightly 
administered modality for developing member countries  

 
1. Effective institutional development at the sector level often requires a long-term 
approach led by the government and implemented over a 7–10 year time frame. Infrastructure 
investments within a sector or subsector1 require fundamental institutional, policy, and legal 
reforms and institutional development if they are to achieve results on a sustainable basis. The 
modality should (i) adopt program-based approach principles2 adapted to the country context; (ii) 
have measurable objectives, albeit objectives that could be updated as lessons are learned, 
changes in administration occur, or in response to other unanticipated changes; (iii) have a road 
map for adopting country systems in the sector; and (iv) include systems to monitor and report 
on sector institutional and service delivery performance. Design should be informed by sound 
institutional diagnostics and needs assessments undertaken by the developing member country 
(DMC) government.3 ADB may need to invest in additional studies to address gaps in 
information provided by the DMC and to fully assess governance, corruption, and institutional 
risks. Achievement of benchmarks in public financial management (PFM), procurement, and 
measures for mitigating opportunities for corruption in the sector will be mandatory; those 
benchmarks are to be regularly reviewed and monitored for relevance. Infrastructure investment 
projects in the sector should be linked to specific benchmarks. Regional department and 
resident mission (RD/RM) staff resources must be allocated and made explicit in the report and 
recommendation to the President (RRP) for ADB oversight, monitoring, and review of the sector 
institutional development program (SIDP).     
 
2. ADB technical assistance funds and contributions from bilateral institutions should be 
prioritized for sector reform/institutional development programs. The modality should enable 
flexible implementation through a rolling work plan and rolling development budget. It will 
require a flexible lending or nonlending technical assistance instrument allowing ADB to, in 
principle, commit to funding a 5–10 year program, followed by a series of time-bound 
commitments (tranches) based on achievements and presentation of a credible, forward-looking 
implementation program. Only actual commitments/tranches should be allocated against the 
indicative program framework, and there should be no commitment charges. Aside from the first 
disbursement, all subsequent disbursements should be made on the basis of independent “light-
touch” assessments by ADB and in a manner that does not create time gaps in fund flows.  
 
3. In order to implement this recommendation, ADB will need to further develop the quality 
of entry criteria for each sector within the context of a broader corporate quality-of-entry 
framework. Further, ADB will need to (i) develop guidance and offer assistance to DMCs in 
                                                 
1 The sectors/subsectors could be for the country, state/province, geographical area or any planning and budgeting 

unit used by the concerned DMC.  
2 “A program-based approach is a way of engaging in development cooperation based on the principles of 

coordinated support for a locally-owned program of development, such as a national development strategy, a 
sector/subsector program, a thematic program or a program of a specific organization. Program-based approaches 
share the following features: (a) leadership by the host country or organization; (b) a single, comprehensive 
program and budget framework; (c) a formalized process for donor coordination and harmonization of donor 
procedures for reporting, budgeting, financial management and procurement; and (d) efforts to increase the use of 
local systems for program design and implementation, financial management, monitoring and evaluation.” 

3 Depending on country context, ADB may provide support for the production of the sector diagnostics and needs 
assessment and keeping them up to date. 
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designing and adopting program-based approaches, (ii) enhance in-country, regional, and 
international expertise to support development of program-based approaches, and (iii) update 
guidance on participation and consultation for DMCs and for ADB. Programs using the modality 
will expect Board approval on (i) the benchmarks for the institutional reforms and development; 
(ii) monitoring and reporting arrangements, (iii) the resource envelope for a 5–10 year 
investment in the sector, and (iv) benchmarks for releasing funds from the resource envelope 
for proceeding with one or more infrastructure projects. Board approval will also have to be 
sought for tranche releases in cases of noncompliance with benchmarks or in which 
benchmarks require updating due to changed circumstances.     
 

2. Conclusion 5: Implement a code of good design and implementation 
principles for program lending 

 
4. This code should emphasize the importance of sound institutional development and 
capacity building needs assessments as the foundation for program lending. Such 
comprehensive assessments should also take into account the complex issues of organizational 
structure and change; only by instituting a strategic approach to change management can policy 
measures be sustained to achieve the desired results. To the extent possible, the code should 
adopt a program-based approach with other international development finance institutions. The 
new strategic approach to program lending should also emphasize selectivity and focus. 
Identifying a few policy measures covering a limited number of functions and organizations, but 
in which ownership, accountability, and responsibility are clear, would improve development 
effectiveness. Other elements of the recommended “code of good design and implementation 
principles” might include the following: 

 
(i) ensuring that all policy measures have owners who are signatories to 

implementation;  
(ii) formal peer reviews at all stages of design and during implementation and 

documenting the reviews; 
(iii) undertaking distinct risk analysis for each policy measure, incorporating risk 

mitigation strategies in the RRP, and ensuring that risks are routinely assessed 
and measures taken to mitigate them throughout implementation;  

(iv) avoiding the period immediately before elections and other significant political 
events in a DMC to design, negotiate, and agree policy measures in program 
loans;  

(v) making allowances and supporting processes for the constitutional and political 
institutions to evolve in post-conflict countries where capacity is often extremely 
limited and fragmented; and 

(vi) stating expected development impacts and the costs of adjustment in ways that 
allow for external assessment, including parliamentary scrutiny and oversight.  

 
5. Expected outcomes are (i) better alignment of program loan design and implementation 
with DMC political cycles, (ii) transparent ownership and accountability frameworks for all policy 
measures, (iii) building institutional change management issues into implementation, (iv) 
considering political economy issues and assessing the political feasibility of reforms, and (v) 
DMCs and donors adopting a program-based approach in designing policy measures for the 
relevant subsectors.   
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3.  Conclusion 6: Improve the organization of workflow and clearly define 
responsibilities and accountabilities 

 
6. The review finds that ADB needs to be clearer about the roles, responsibilities, and 
accountabilities of various units involved in implementing the policies. The review notes that 
there are numerous units involved in implementing the policies and that there is a need for 
clarity regarding responsibilities and accountabilities. In addition to the newly formed Capacity 
Development and Governance Division (RSCG), key roles are played by other divisions within 
RSDD, OGC, OAGI, COSO, and SPD. Relationships among these units should be carefully 
analyzed and formulated in order to provide optimal support to RDs/RMs on matters concerned 
with the implementation of the policies and the action plan. Matrix management techniques 
could be effectively used when RSCG and OGC staff collaborate to support the RDs/RMs. For 
example, RSCG could formalize its linkages with OGC on matters concerned with property 
rights and rule-based governance to avoid overlap, to ensure coherence and coordination, and 
to achieve consistency in approach. The review recommends that, within RSCG, specialist and 
support staff should be organized around functions defined by corporate priorities. Further 
recommendations are as follows. 
 

(i) RSCG staff should work closely with the transport sector division in RSDD to 
provide guidance and training and to develop good practices for mainstreaming 
governance and institutional development into sector programs and projects.  

 
(ii) RSCG staff should provide guidance on the governance assessment for the 

performance-based allocation (PBA) exercise in ADF countries should ensure 
that the PBA governance assessment contributes to policy dialogue and the 
determination of priorities and governance results.  

 
(iii) Workload assessment methodology and competency profiles should be used to 

assist RDs/RMs in determining staffing requirements and how functions could be 
optimally organized.  

 
4. Conclusion 7: Have guidance for determining governance workloads and 

positions for governance specialists 

7. This requires that BPMSD, RSCG, and OGC collectively provide guidance on assessing 
workloads and developing competency profiles for the functions necessary to ensure effective 
implementation of the policies. That guidance should then be used by RDs to do the following: 

 
(i) determine workloads and ensure an appropriate skill mix given available human 

resources and competency profiles; 
(ii) determine how essential functions are organized and specify appropriate 

interfaces between RDs and RMs and between governance and sector functions; 
(iii) develop and disseminate staff accountability and responsibility matrices based 

on the organization of the essential functions;  
(iv) in collaboration with RSCG and OGC, establish institutional links with regional 

bodies to meet DMC demand for subject-specific experts and value-added 
services; 

(v) establish a responsibility matrix of specialists as a basis for allocating scarce 
resources, peer group reviews, learning and knowledge management; and 

(vi) determine allocation of public sector management staff for ordinary capital 
resource countries based on needs/demands. 
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5. Conclusion 8: Build capacity of ADB staff in regional department sector 

divisions and resident missions to support sector-level institutional 
development 

8. There are major challenges involved in moving toward a long-term, strategic approach to 
governance and anticorruption as described in this review. ADB needs to increase its country-
specific institutional knowledge and expertise as such staff knowledge is essential for providing 
sound policy advice and balancing measures in support of local ownership with actions that 
leverage institutional reforms. This knowledge base will also be essential if ADB is to effectively 
assist its DMCs in long-term policy reform and institutional development programs. 
 
9. Strengthening sector institutional capacity will need to be supported by: 
 

(i) RSCG, OGC, and BPMSD that must develop relevant competency frameworks 
and provide capacity building and toolkits for sector staff in institutional, policy, 
and legal reforms and development; 

 
(ii) ADB Management who must support and establish an appropriate incentive 

system to reward staff who exhibit the ability to think strategically (outside the 
project processing cycle “box”) and effectively advise DMCs as they address the 
deeply rooted, systemic issues that challenge implementation of long-term 
program-based approaches within sectors. 

 
6. Conclusion 9: Strengthen strategic alliances with development partners 

10. Other specific conclusions in this area include: 
 

(i) actively encouraging bilateral donors to provide grant funds to support long-term 
SIDPs;  

(ii) seeking approval from donors to utilize existing donor trust funds for program-
based approaches;  

(iii) forging alliances between governments and donors to generate knowledge, 
conduct context-specific research, and foster a regional-based learning 
environment on the governance challenges facing DMCs as they seek to achieve 
the MDGs; and 

(iv) securing agreement between ADB Management and the World Bank regarding 
shared governance diagnostics and analysis as well as road maps for 
harmonization and collaboration on joint governance assessments for PBA 
assessments in Asian Development Fund countries.   

 
B. Conclusions for Furthering Implementation of the Anticorruption Policy: 

Achieving “Zero Tolerance” 
 

1. Conclusion 13: Address corruption more effectively at the project level 

11. This can be accomplished through the following activities. 
 
(i) Mitigating Corruption Risks in Project Design. Analytic work feeding into 

project design should include fiduciary due diligence studies of executing agency 
capacity. Local knowledge should be mobilized to improve project design to 
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minimize corruption risks including where feasible drawing on local capacity to 
certify that works and services can be completed to specified quality. Project 
reports and recommendations to the president should objectively assess 
borrower financial management capacity, the potential for theft or 
misappropriation of project funds, resource and skills requirements for 
conducting review missions, and potential impact of corruption risks on 
development objectives.   

 
(ii) Strengthening Project Monitoring and Oversight. Audited financial statements 

should be systematically screened by designated staff in RDs/RMs; those staff 
should be trained to identify the subtle indicators and “early warning signs” of 
corruption risk and to immediately bring issues of concern to OAG’s attention. In 
turn, OAG should establish and disseminate procedures to guide RD/RM staff in 
this endeavor. RD/RM staff responsible for project supervision should increase 
their “random sample” spot checks to ensure that project documentation and 
reports are accurate and do not disguise corrupt activities. The number of project 
procurement-related audits should be increased with appropriate informational 
activities to increase public awareness of detection and to deter corrupt activities. 
Consistent with ADB’s Public Communications Policy, information about 
corruption risks and corruption mitigation measures should be disseminated to 
relevant stakeholders during participatory processes and subsequently through 
ADB’s website. 

 
(iii) Improving Oversight through Better Use of Project Completion Reports and 

Project Performance Audit Reports. All PCRs and PPARs should include an 
assessment of whether any ADB resources have been misappropriated, whether 
corrupt activities hampered the development effectiveness of the project or 
lowered its rate of return, and how effective ADB’s corruption mitigation 
measures were during project design and implementation. 

 
2. Conclusion 14: Improve guidance and training on anticorruption measures 

12. Project design teams should be made aware of creative ways to structure projects that 
increase transparency and introduce competing, performance-enhancing and corruption-
minimizing incentives; these components should be built into project design from the outset.4 

They should also be given up-to-date information about best-practice examples and creative 
ways of reducing corruption in investment project design.5 The Integrity Division of OAG should 
ensure that essential communications on anticorruption reaches target audiences. A simple 
directory of all guidance on corruption should be made available to all ADB staff. 

 

                                                 
4 Participants at the country consultations described how official government counterpart funds and/or local 

community contributions to loan projects commonly create opportunities for corruption. Guidance and best-practice 
examples on preventive design arrangements in this difficult area would be valuable.  

5 Options include principal-agent implementation structures with competitive performance incentives and 
assessments; requiring enforceable transparency provisions (publicizing budgets received, design prices, 
contractor awards); minimum-access conditions for lower-tier public sector units (accounting, transparency, and 
procurement competencies); exploiting the competing interests of officials and politicians over standards of 
delivery; requiring monitoring by community organizations and NGOs; and developing an accreditation system for 
national monitoring agencies.  
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