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On behalf of the Asian Development Bank, I wish to express our appreciation for the invitation 
to attend the 73rd meeting of the Development Committee as an Observer. 
 
The Importance of Developing Asia 
 
The international community recently re-affirmed the central importance of developing Asia for 
achieving global poverty reduction as well as being a prime driver of global growth, and stressed 
the need for continued – and increased – assistance to developing Asia. On 6 to 7 March 2006, 
the United Kingdom’s Department for International Development, the ADB and the World Bank 
co-hosted a major international conference on the development successes in Asia and challenges 
to be faced in the coming decade. The conference shared a vision of ending poverty in Asia 
within a generation. The vision sees Asia as a thriving regional economy that is well integrated 
internally and with the international economy. And that vision also sees all countries and citizens 
of the region as having the opportunity to contribute to economic growth and to share the 
benefits to improve their quality of life. 
 
Major Development Trends and Challenges in the Asia and Pacific Region 
 
Persistent poverty despite high growth. Despite the adverse effects of the Asian financial crisis, 
the region has grown at an average of about 6% per annum during the past 5 years, and there has 
been rapid decline in poverty incidence. The proportion of population surviving on $1 or less a 
day declined from about 34% in 1990 to 19% in 2003, and may have dropped further by the end 
of 2005, mainly because of high growth. However in terms of absolute numbers, over 620 
million people still live on $1 or less a day and about 1.9 billion people live on less than $2 a 
day. These large numbers of poor people reflect large-scale underemployment in many 
developing member countries (DMCs) of ADB, especially in South Asia, and low wages in rural 
areas and the urban informal sector. While the region is broadly on track for achieving the 
Millennium Development Goals (MDGs) for reducing income poverty, it is less so for non-
income dimensions of poverty. Many DMCs may fail to achieve the goals on children’s under 
nutrition, net primary enrollment rate, and reduction of infant and maternal mortality.  
 
Poor investment climate. The region’s high growth is at risk because of its poor investment 
climate. The region’s overall investment rate of around 25% may not be enough to sustain a 
regional growth rate of 6%. Some estimates indicate deficit of $200 billion annually for 
infrastructure investment in East Asia alone. Several developing countries, including the 
People’s Republic of China (PRC) have large savings surpluses that are invested outside the 
region. Besides policy uncertainties, weak governance, and poor infrastructure, immature 
financial markets exacerbate the problem.  
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Weak governance. Governance remains weak and there is a high incidence of corruption in 
many DMCs. Corruption, inefficiency, and poor capacity in public systems not only impede  
investment but also add large transaction costs to ongoing private economic activities, reduce the 
quality of life, and weaken public social and economic programs, eroding the effectiveness of 
DMCs’ development efforts. The poor are often the worst victims of weak governance and high 
incidence of corruption. 
 
Environmental degradation. High growth has concomitant environmental costs. Demographic 
pressure and growth are driving rapid urbanization, with 36% of Asians now living in urban 
areas, and as many as 11 megacities each supporting over 10 million people. Urban infrastructure 
is collapsing in many of these cities, and water and air quality are deteriorating. Rapid depletion 
of energy and other mineral resources threatens the sustainability of high growth. Most countries 
are off track on the MDG for providing access to potable water in rural areas, and forest cover 
and biodiversity resources are declining in many DMCs. Water supply has been affected by 
population growth and distributional changes (urban, industrial) while coastal erosion and 
degradation have taken their toll on the biodiversity of marine and coastal resources. Moreover, 
the region faces the challenge of natural disasters. The World Disaster Report and technical 
analyses of specific disasters show increasing frequency and magnitude of damage.  
 
ADB’s Response to the Challenges 
 
Let me inform you of some of ADB’s strategic responses to these challenges.    
 
Inclusive growth. Focusing on operations that promote productivity enhancing reforms, rural 
development and social development, is key to ensuring inclusiveness.  
 
ADB’s assistance will be directed not only to promote higher growth and employment, but also 
to promote higher productivity which would raise wages. Policy and institutional reforms to 
improve the investment climate, which will help establish efficient and competitive markets that 
drive growth and productivity, are important to strengthen some aspects of inclusive growth.  
 
With over 70% of Asia’s poor living in rural areas, any credible program of attacking poverty 
through inclusive growth has to focus on the rural sector, particularly on diversifying the rural 
economy and expanding off- farm employment in rural industries and services alongside 
developing agriculture. Developing rural infrastructure and rural finance are essential to 
expanding both farm and off- farm employment. Among these, ADB will focus on rural roads, 
power, irrigation and water management, and rural finance - sectors in which it has a good track 
record. This approach can be further strengthened by targeting operations for less developed 
areas within DMCs where poverty is concentrated. 
 
Supporting inclusive social development, the main pillar for reducing the non-income 
dimensions of poverty, is equally important. Investment in education and health has great 
intrinsic and instrumental value in raising productivity. ADB will prioritize education sector 
interventions, and selective interventions in the health sector supported by cross-sectoral 
investments. 
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ADB believes that the effectiveness of all its interventions to promote inclusive growth depends 
crucially on improving governance and preventing corruption because the poor suffer most from 
the consequences of weak governance and corruption. Progress on this front is imperative for 
increasing economic stability, enhancing the credibility of DMC policies, and reducing resource 
leakages. Improving governance and preventing corruption have been identified as strategic 
priorities for ADB.  
 
Improving governance and preventing corruption. In 1995, ADB became the first multilateral 
development bank (MDB) to adopt a governance policy that applied to all its operations. Three 
years later, ADB adopted an anticorruption policy. To keep ADB’s assistance in this area 
focused, ADB’s interventions will give priority to public financial management, including 
procurement, public expenditure management, as well as the legal and regulatory framework and 
capacity development in sectors/subsectors where ADB is active. ADB will also work closely 
with other MDBs to: develop a uniform framework for preventing and combating fraud, 
standardize definitions of corruption, improve the consistency of investigative rules and 
procedures, improve information sharing, ensure that compliance and enforcement actions taken 
by one MDB are supported by all others, and work together to develop concrete proposals to 
assist countries over the longer term in strengthening their capacity to combat corruption and to 
improve cooperation with civil society and other stakeholders and institutions such as the press 
and judiciary with the goal to enhance transparency and accountability. 
 
Investing in infrastructure for growth. In most DMCs, inadequate and unstable power supply, 
inefficient transport systems, poor quality roads, weak and ageing railroad networks, badly 
equipped and congested ports and airports, unreliable communications systems, and grossly 
inadequate urban infrastructure raise transaction costs, curtail productivity, and often render 
investments unviable. In some cases, the transaction costs also include health costs due to higher 
pollution. Over the past three decades, ADB has directed a significant share of its lending toward 
infrastructure development, averaging about 50% for energy, transport and water supply and 
sanitation. Through the years, its interventions have evolved into more complex operations, 
including reforms of policies and procedures to improve efficiency in resource management and 
service provision, and ensure strict compliance with safeguards. This trend will be reinforced 
particularly by developing public-private partnerships, which will be a priority especially in the 
middle income countries. Also important will be ADB’s nonsovereign lending operations, and 
use of its guarantee and credit enhancement products to mitigate risk. 
 
Investing in energy efficiency, renewable energy, and low carbon technologies. Adequate 
energy supplies are crucial to Asia's future. But we cannot ignore the potential environmental 
consequences of steadily increasing the consumption of energy from traditional sources. 
Sustained global warming will affect everyone. However it is the poor who will suffer most - 
bearing the brunt of increased flooding, lower food production, disease and other ill effects, with 
limited means to adapt. Countries in the region have recognized this and are now paying greater 
attention to energy efficiency, renewable energy, and low carbon technologies. Several countries, 
including PRC and India, have recently announced targets for energy efficiency and renewable 
energy. ADB is actively involved in helping DMCs in their efforts. For example, ADB is one of 
the few international institutions that provide underlying finance for projects that can produce 
tradable emission reduction credits. ADB recently proposed the Carbon Market Initia tive to 
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bring projects to fruition and help meet the world's long-term demand for carbon credits. ADB 
has also constituted a task force to explore ways to increase its program on clean energy to a 
billion dollars a year by 2008. The plan is to identify and address barriers to clean energy 
investments and to develop a portfolio of tools and investment mechanisms to meet the specific 
needs of each distinct market, targeting both public and private sector investments. Efforts such 
as these are essential to move Asia to a more sustainable growth path. 
 
Investing in ‘water for all’. ‘Water for All’ is ADB’s vision for the entire region. Promoting a 
national focus on water sector reform, fostering integrated management of water resources, and 
improving and expanding delivery of water services are the cornerstones of ADB's effort to 
attain this vision. The Asia Water Watch 2015 study, commissioned by ADB, WHO, UNDP, and 
UNESCAP, estimates that annual investments of $8 billion, at the minimum, will be needed over 
the next decade to meet the MDG targets for safe drinking water and sanitation alone. Additional 
investments are needed for irrigation services, river basin management, flood management and 
mitigation, and wastewater management to ensure the future of this precious resource. In 
response to this, ADB formulated the Water Financing Program (WFP), which seeks to make 
water a core investment area for ADB. Under the WFP, ADB proposes to increase its water 
investments to well over $2 billion annually. Launched at the 4th World Water Forum in Mexico, 
the WFP includes a large pipeline of programmed water investments, a wide array of knowledge 
and awareness products, and regional cooperation services. Its focus will be on combining 
increased investments in water infrastructure with capacity building and private sector 
participation. 
 
Catalyzing private sector investment.  ADB recognizes that government budgets and official 
development assistance alone cannot meet the development needs of the Asia and Pacific region. 
ADB is finding ways to engage more broadly with the private sector to assist the region in 
meeting its investment requirements. Huge resources can be tapped from the private sector, 
provided the investment climate is suitable and appropriate risk mitigation products and 
instruments can be deployed to mobilize these resources. ADB needs to leverage more and better 
investments from the private sector. To accomplish this, ADB will use its whole range of 
products and services, including sovereign and nonsovereign loans, grants and investments, 
guarantees, complementary financing scheme, syndications, and loan and grant administration 
services, expertise and technical assistance. Moreover, ADB will use its loan, investment and 
credit enhancement instruments to leverage cofinancing with public and private sector partners. 
ADB’s good relationship with DMC governments and good standing with investors are also 
valuable assets that can be used to improve the region’s investment climate and generate 
attractive investment opportunities. The private sector can also provide intellectual and technical 
expertise and assist the development of economically productive human resources. A healthy, 
competitive private sector is critical to national and regional growth and development—and to 
eradicating poverty in Asia. 
 
Building regional cooperation and integration. ADB supports and promotes regional 
cooperation as a means to reinforce country- level poverty reduction efforts through regional 
level initiatives to maintain high growth, reduce cross-country disparities, and manage cross-
border environmental and health risks. Subregional cooperation programs support the 
coordinated development of connectivity infrastructure, such as cross-border networks for 
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transportation, power, and communications. These programs, which strengthen connectivity and 
integrate the region by linking markets and people, will remain integral to the ADB’s regional 
cooperation and integration (RCI) strategy. In addition to this, ADB will extend its RCI 
programs to respond to the region’s emerging need for coordinated approaches to address 
financial, monetary, and currency issues, and trade and investment cooperation and integration. 
Also important are regional responses to cross-border environment and health hazards. The 
frequency of catastrophic events such as earthquakes, floods and epidemics in Asia is rising. The 
region is dense in population, and any natural disaster or infectious disease tends to take a large 
toll on life, property and the regional economy. The Indian Ocean tsunami, the earthquake in 
South Asia, SARS and avian flu starkly illustrate how vulnerable Asia is to such catastrophes. 
Responses to these calamities can only be managed effectively if they are managed cooperatively 
within the region and in partnership with the international community. RCI programs require 
innovative funding arrangement because the distribution of benefits and costs among the partner 
countries is not always balanced. In the absence of a facilitator, individual countries would not 
bear the cost of providing public goods from which the benefits would primarily flow to other 
countries. Because it has a strong reputation in RCI, ADB can be such a facilitator.  
 
Engaging with middle-income countries. Asia is home to 63% of the world’s poor people 
struggling to survive on less than a dollar a day, the majority of whom live in middle- income 
countries (MICs). Many MICs still face the daunting challenge of overcoming poverty. Their 
progress on the non- income MDGs has been mixed. It is thus important to mobilize resources 
and disseminate knowledge quickly and effectively to assist MICs in achieving all the MDGs. 
Moreover, MICs continue to be confronted with challenges such as supporting fair trade, 
developing alternative and cleaner sources of energy, and fighting the spread of avian flu and 
HIV/AIDS. ADB is fully committed to supporting MICs and helping them to meet their 
development challenges. At the same time, ADB recognizes that the needs and expectations of 
MICs are now much varied and different from the past. ADB, together with other MDBs are now 
developing new approaches that are both responsive to the needs and demands of MICs and are 
more sharply focused on achieving measurable results. At the recent meeting of the Heads of 
MDBs in February in Washington, it was agreed to conduct joint MDB consultation meetings 
with client middle- income countries in each region. Very recently, ADB and the WB jointly 
conducted a regional consultation with MICs in the Asia-Pacific region. 
 
Assisting weakly performing countries. ADB recognizes the importance of engaging effectively 
with the growing number of fragile or weakly performing countries in the region. In the last few 
years, the region has experienced significant disruptions related to failed governments, civil 
unrest, violence and natural disasters, where human and economic impacts have been 
devastating. ADB has responded. In Afghanistan, ADB is broadly engaged in nation-building in 
partnership with other multilateral and bilateral donors, as well as civil society and the private 
sector. In Sri Lanka, ADB supports regionally balanced development, pro-poor growth to 
generate employment and increase rural incomes, social development to enhance the marketable 
skills of the labor force, and good governance for greater public sector accountability. In all post-
conflict situations in which ADB engages, it collaborates closely with development partners to 
conduct joint poverty assessments, develop trust funds, rehabilitate infrastructure, and support 
capacity development.  ADB is now in the process of developing a comprehensive approach to 



 6 

engaging with weakly performing countries, with particular attention to both selectivity and 
focus, and strategic partnerships. 
 
The importance of partnerships. ADB, in partnership with others, will continue to be at the 
forefront of collective efforts to sustain growth and end poverty in Asia. Using development 
assistance effectively in the fight against poverty requires partnerships. There is a growing 
interdependence between developing Asia and the global economy and global community. 
Economic and financial cooperation and integration within the region are accelerating. 
Continued progress in the fight against poverty in developing Asia depends on creating and 
nurtur ing stronger partnerships and closer cooperation. Such partnerships must go beyond 
“donor-client relationships” to involve inter-government cooperation, joint public-private sector 
investment, engagement with civil society, and cooperation among development finance 
institutions under the framework of the Paris Declaration agreed to in 2005. 
 
Asia’s Continued Development – A Global Challenge and Global Opportunity 
 
In conclusion, let me emphasize that poverty in developing Asia presents challenges that require 
the continued engagement and strong support of the international community. But overcoming 
these challenges in the region also presents an opportunity - a huge opportunity - for the global 
community. The region's dynamic growth is good for Asia - and good for the world. By staying 
involved and engaged with developing Asia, by helping it meet its challenges and by solving 
global challenges together, all countries - and all people - stand to benefit immensely from a 
more stable, more open and more prosperous world. 
 


