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The Board of Directors strongly supports President Kuroda’s call for the
Asian Development Bank (ADB) to enhance its relevance, responsiveness,
and results orientation. These are key benchmarks for ADB’s effectiveness
that require increasing both the quality and quantity of assistance. ADB is
gradually shifting from a focus on loan approvals to a focus on outcomes.
Its country strategies are becoming more selective, more responsive to
country priorities, and have better monitoring frameworks. Project design
frameworks have improved but need to continue to do so. The proportion
of projects at risk is declining and project performance has continued its
upward trend. Devoting sufficient attention to implementation and moni-
toring, however, remains an ongoing challenge.

The Board considered a number of new or revised policies and strate-
gies that target ADB’s greater relevance, responsiveness, and results ori-
entation. These included the medium-term strategy, financing partnership
strategy, and regional cooperation and integration strategy. A recurrent
theme in discussions on policies was the need to ensure that they support
development in developing member countries without unduly burdening
them with conditions for ADB involvement. The policies’ resource implica-
tions were repeatedly raised in Board discussions, and Management and
staff were encouraged to strengthen the link between policy and strategic
priorities and ADB’s resource allocation.

STRENGTHENING ADB’S STRATEGIC
FRAMEWORKS

ADB’s second medium-term strategy (2006–2008) reorders ADB’s priorities,
including giving new emphasis to regional cooperation and integration. In
endorsing the regional cooperation and integration strategy, the Board
asked Management to concentrate on cross-border infrastructure and
regional public goods. In considering the approach of greater selectivity
and focus, the Board concluded that ADB needs to have strengths in key ar-
eas but must also be able to meet the most pressing development needs of
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a wide variety of developing countries. Weakly performing 
countries have particular needs for policy advice, knowl-
edge products, and institutional capacity building. Board 
members stressed throughout the year the importance of 
technical assistance in delivering knowledge and skills and 
in strengthening capacity. Board members asked ADB to 
intensify efforts to coordinate the work of the knowledge 
departments and expressed increasing concern about 
pressure on technical assistance resources, including as a 
result of adopting new policies and priorities.

A review of ADB’s long-term strategic framework 
commenced, with an Eminent Persons Group established 
to provide inputs. The Board welcomed the opportunity 
to meet with the group and to discuss related issues at 
the Board’s annual retreat in October. The review of the  
framework is a key means of helping ADB become as effec-
tive as possible. The Board looks forward to contributing 
to the strategic choices that will be made as a result.     

SCALING UP

ADB’s approach to support middle-income countries 
encompasses measures already taken under the innova-
tion and efficiency initiative to scale up operations and 
better meet the needs of these countries. These meas-
ures include new mechanisms such as the multitranche 
financing facility. Board approvals totaled $3.8 billion in 

multitranche financing facilities that will give rise to future 
loans for increased development. Optimal governance 
 arrangements are still being developed to ensure that 
new instruments such as the multitranche financing facil-
ity, subsovereign lending, and greater use of guarantees 
not only provide more money more conveniently but also 
deliver demonstrably stronger development outcomes. 

COUNTRY PARTNERSHIP STRATEGIES

The Board discusses every country partnership strategy 
 (formerly the country strategy and program) that ADB 
negotiates with its developing member countries. Board 
discussion of a strategy guides its implementation. The 
Board paid particular attention to responding to country 
demands, strengthening the strategies’ results orientation, 
and promoting greater focus and selectivity in the country 
programs.

RISK MANAGEMENT

While considering the middle-income country strategy, the 
Board debated the trend toward increased use of country 
systems. Many members saw it as potentially positive, where 
adequate capacity and transparency could be demonstrated, 
but also as creating areas of vulnerability and risk that need to 
be carefully managed. In discussions on credit enhancement 
and in the Audit Committee, Board members welcomed 
the evolution of ADB’s risk management architecture but 
pressed for a more comprehensive approach to identifying 
and mitigating major risks facing the institution. They also 
called for a strengthening of staff and managerial skills in risk 
management.

TRANSACTION COSTS

The Board discussed ADB transaction costs on many 
 occasions. Board members share the desire to shorten the 
project cycle where possible but also want ADB to uphold 
high standards of quality, equity, and transparency. Getting 
the balance right is a key institutional challenge, brought 
into sharper focus in ADB’s safeguard policies. Reviews 
of these policies commenced in 2006. The Development 
Effectiveness Committee considered two studies by the 
Operations Evaluation Department on the environment 
and resettlement and asked Management to diligently 
work through the issue to deliver better outcomes for all 
stakeholders.

Board approvals totaled $3.8 billion 
in multitranche financing facilities
that will give rise to future loans 
for increased development

Board members visit a solar/wind hybrid electricity system in 
Afghanistan
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INSTITUTIONAL MANAGEMENT
AND OVERSIGHT

The year saw increasing calls for managerial changes that 
would allow ADB to respond more quickly and effectively to 
its clients. These included greater delegation of authority to 
managers and staff to make sound professional judgments 
and be held responsible for them. The operational role of vice 
presidents has become better defined, and accordingly, they 
contribute more substantively in steering the institution. 

The Board saw some progress in human resources manage-
ment in key areas such as introducing staff  assessments that 
more clearly distinguish between different levels of perform-
ance, strengthening management training, and designing 
a competency framework. However, as the Board observed 
during budget discussions, progress needs to become more 
consistent and approaches less mechanistic to make the best 
use of ADB’s largely talented and committed staff.

The Board sought to play a greater role in the design 
and approval of overarching strategies such as the second 
medium-term strategy and to become involved earlier and 
more deeply in the budget process. Board inputs helped 
guide the internal administrative expense budgeting and 
work program processes at various stages. The Board’s 
discussion in September 2006 on the 3 year work program 
and budget framework for 2007–2009 led to the finaliza-
tion of the budget framework by Management, and further 
served as policy guidance in finalizing the 2007 budget for 
internal administrative expenses, approved by the Board 
in December. The Board also gave its policy guidance on 

a number of financial issues, most notably by approving 
the new asset and liability management statement and the 
borrowing program for 2007, as well as recommending 
the allocation of net income for various uses.     

IMPROVING BOARD EFFECTIVENESS

The Board recognizes that the demands for greater relevance, 
responsiveness, and results challenge it to think and rethink 
the way it operates and supports the overall reform process. 
In doing this, the Board fully respects the provisions in the 
Charter on its role, responsibilities, and functions.

The Board bears the ultimate responsibility for 
 approving the projects and programs funded by ADB. The 
Board repeatedly emphasized its role in setting the policy-
level strategic directions for ADB. It has streamlined some 
of its procedures to be able to pay more attention to policy 
and strategic issues.

The Board proposed a series of initiatives to improve 
the quality of efficiency of its working procedures. These 
initiatives relate to matters such as strengthening the 

In March 2006, a group of five Board
members went to Afghanistan,
Pakistan, and Sri Lanka, and 
in September another group 
of five Board members visited 
Indonesia and the Philippines

Board members review a scheme that helps tsunami-hit families in Aceh, Indonesia, start a new life with goat breeding
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feedback to the Board by Management following Board 
decisions, and how the Board arranges its formal and 
 informal meetings, including committee work and plan-
ning the Board agenda. 

The Board held 45 formal meetings. It approved or dis-
cussed a number of strategy or policy papers (Appendix 3) 
and approved 67 projects and programs. It held 36 infor-
mal seminars or sessions on a variety of sectoral, thematic, 
or country-related topics. 

Although the Board focuses mainly on strategic and 
policy issues, it also tries to stay in close touch with the 
operational part of ADB’s work. One means of doing this 
is through visits by groups of Board members to develop-
ing member countries, both to have policy discussions 
with the country authorities and to get firsthand informa-
tion on the implementation of selected projects through 
field visits. Two such Board group visits were arranged. 
In March 2006, a group of five Board members went to 
Afghanistan, Pakistan, and Sri Lanka, and in September 
another group of five Board members visited Indonesia and 
the Philippines, ADB’s host country. The Board appreciates 
the experience and knowledge gained through such visits 
and is grateful for the support of the host country authori-
ties as well as of ADB Management and staff, particularly 
in the resident missions.

BOARD COMMITTEES

The Board has standing committees for  audit, budget 
 review, compliance review, and development  effectiveness. 
In 2006, the Ethics Committee was created. Membership 
of the committees is shown in Appendix 6.

Audit Committee. The committee helps the Board 
oversee ADB’s financial reporting and audits, including 

internal controls. The committee operated under terms of 
reference that had been expanded in the previous year to 
include procurement policies and procedures in its review  
of risk management.

The committee was satisfied that all audits were appro-
priate and in accordance with ADB’s approved policies and 
applicable auditing standards. The committee reviewed 
quarterly financial statements and the annual manage-
ment discussion and analysis, and considered applying 
key financial and accounting systems using information 
technology.

The committee made several recommendations, includ-
ing to establish an integrated risk management framework; 
monitor prepayments and any associated possible impact 
on operating income; review progress in implementing cost 
accounting systems and cost information systems in ADB; 
and continue to periodically monitor the implementation 
of accounting standards, including Financial Accounting 
Standard 133 covering derivative instruments.

The committee met 10 times.
Budget Review Committee. The committee discussed 

the President’s planning directions in preparation for the 
work program and budget framework (2007–2009) and 
exchanged views with the vice presidents on its key thrusts.

 The committee noted that the work program and 
budget framework is conceived as a business plan to  allow 
implementation of the second medium-term  strategy, 
ADB’s commitments to the Paris Declaration on Aid 
Effectiveness, and managing for development results. The 
committee further noted ADB’s efforts to scale up devel-
opment effectiveness and improve institutional efficiency. 
It reviewed the implementation status of the enhanced 
separation program, discussed the sequestration and 
redeployment of professional staff positions, and noted 
the realignment of regional departments as an attempt to 
balance resources among departments.

 At midyear, the committee reviewed the operations 
program and budget utilization status, including ADB-wide 
efficiency measures supporting the second medium-term 
strategy. The committee was also briefed about the price 
and volume aspects of the 2007 budget; cost implications 

The committee noted that the work 
program and budget framework is
conceived as a business plan to allow
implementation of the second
medium-term strategy

Board members visit the Day Care Room in a Women’s Resource Center 
in Panabo City, Davao del Norte, Philippines, funded by the $1 million 
Social Protection for Poor Women Vendors in Mindanao Cities Project 
under ADB’s Japan Fund for Poverty Reduction
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of new policies, strategies, and initiatives; and the budget 
carryover concept for implementation, beginning from the 
2007 budget.

The committee discussed the draft 2007 budget and 
noted the need to provide an appropriate level of staff 
and budgetary resources to support ADB’s priorities. The 
committee made recommendations to ensure the effective 
use of budgetary resources through strengthened linkage 
between performance and budgetary allocations. The com-
mittee recommended approval of ADB’s 2007 budgets for 
internal administrative expenses and annual capital expen-
ditures as well as the 2007 budget of the ADB Institute. 

The committee met seven times. 
Compliance Review Committee. The committee, 

set up under the ADB accountability mechanism, clears the 
Compliance Review Panel’s proposed terms of reference 
and time frame for conducting compliance reviews, and 
reviews the panel’s draft monitoring reports on implemen-
tation of remedial actions approved by the Board before 
the panel finalizes them. 

The committee discussed the panel’s draft monitoring 
reports on the implementation of the Board-approved 
remedial actions in the Southern Transport Development 
Project in Sri Lanka and the Chasma Right Bank Irrigation 
Project (Stage III) in Pakistan. The committee met informally 
with Management to be briefed on the progress in imple-
menting the remedial actions. The committee checked on 
the status of implementation as reported by the panel in its 
monitoring reports and discussed whether Management’s 
actions had brought the project into compliance.

The committee met three times.
Development Effectiveness Committee. The com-

mittee continued to shift the focus of its review work from 

individual operation evaluations to broader evaluations 
at the country, sector, thematic, and policy levels. The 
committee reviewed nine independent evaluation reports 
by the Operations Evaluation Department, including three 
country program evaluations. The committee is encour-
aged by increasing referrals to country assistance program 
evaluation findings in the design of new country strategies.

The committee reviewed Management’s annual reports 
on the implementation of the poverty reduction strategy 
and progress in managing for development results.

The committee ensured that Management adequately 
considered key recommendations in the evaluation re-
ports of the Operations Evaluation Department and that 
these resulted in operational actions when Management 
accepted them. Special attention was paid to monitor-
ing implementation of the action plan to improve loan 
and technical assistance portfolio performance that 
Management had initiated at the end of 2005 in response 
to the committee’s recommendation. The committee en-
couraged the Operations Evaluation Department to make 
findings more accessible and to disseminate them more 
widely. The committee continued to search for additional 
ways of strengthening Board–Management dialogue on 
portfolio performance and quality assurance.

The committee met 11 times.
Ethics Committee. The Board established the com-

mittee to address matters of ethics that may arise under 
the Code of Conduct adopted by the Board in September 
2006. The code provisions apply to all Board members 
(directors, alternate directors, and temporary alternate 
directors) and to the President.

The committee is responsible for advising directors, alter-
nate directors, or the President when they request guidance 
on actual or potential conflicts of interest or other ethical 
issues concerning themselves. The committee also considers 
any allegations of misconduct against directors, alternate 
directors, or the President that relate to the performance of 
their duties. It recommends appropriate action to the Board.

The committee did not meet in 2006.

Board members tour projects in Colombo Port, Sri Lanka

The Development Effectiveness 
Committee continued to shift 
the focus of its review work from 
individual operation evaluations to
broader evaluations at the country, 
sector, thematic, and policy levels
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President and Chairman of the Board of Directors (top right): Haruhiko Kuroda

Board of Directors (middle spread [left to right]): Executive Directors David Taylor (Austria,
Germany, Luxembourg, Turkey, United Kingdom); Patrick Pillon (Belgium, France, Italy, Portugal,
Spain, Switzerland); Agus Haryanto (Cook Islands, Fiji Islands, Indonesia, Kyrgyz Republic, New
Zealand, Samoa, Tonga); Ashok Saikia (Afghanistan, Bangladesh, Bhutan, India, Lao People’s
Democratic Republic, Tajikistan, Turkmenistan); Emile Gauvreau (Canada, Denmark, Finland,
Ireland, The Netherlands, Norway, Sweden); Stephen Sedgwick (Australia; Azerbaijan; Cambodia;
Federated States of Micronesia; Hong Kong, China; Kiribati; Nauru; Palau; Solomon Islands;
Tuvalu); Masaki Omura (Japan); Chol-Hwi Lee (Republic of Korea; Papua New Guinea; Sri Lanka;
Taipei,China; Uzbekistan; Vanuatu; Viet Nam); Xiaosong Zheng (People’s Republic of China); Sibtain
Fazal Halim (Kazakhstan, Maldives, Marshall Islands, Mongolia, Pakistan, Philippines, Timor-Leste);
Md. Saad Hashim (Brunei Darussalam, Malaysia, Myanmar, Nepal, Singapore, Thailand); Alternate
Executive Directors Tsuen-Hua Shih; Siew Juan Aw; Paul W. Curry; Atsushi Mizuno; Xiaolong Mo;
Marita Magpili-Jimenez; Richard Stanley; Richard Moore; Nima Wangdi; Pasi Hellman; Sebastian
Paust; João Simões de Almeida

Management (bottom right [left to right]): Managing Director General Rajat Nag; Vice Presidents
Ursula Schaefer-Preuss, Khempheng Pholsena, Liqun Jin, and C. Lawrence Greenwood,  Jr.; and
Secretary Jeremy Hovland



President and Chairman
of the Board of Directors

Management
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