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ADB and Poverty in Asia∗ 
Isagani R. Serrano∗∗ 

If you see a baby drowning you jump in to save it; 
and if you see a second and a third, you do the  

same. Soon you are so busy saving drowning babies 
you never look up to see there is someone there 

throwing these babies in the river. 
---Wayne Ellwood 

 
Aided by ADB loans, now amounting to a cumulative total of around $120 billion over 40 
years, Asia has demonstrated one of the most impressive growth records the world has ever 
seen. Due mainly to economic growth, the region has seen an equally dramatic reduction in 
poverty. China alone has lifted 200 million out of poverty in just one generation. Several 
millions more poor people have been raised from abject misery in India and in the newly 
industrializing economies of South Korea, Singapore, Taiwan, Malaysia, and Thailand.   
 
In the 1970s, one of every two Asians was poor, average life expectancy was 48 years, and 
adult literacy was 40 percent. In 2000, one of three Asians was considered poor, average life 
expectancy increased to 65 years, and average adult literacy was 70 percent. 
  
And yet, despite all this, “the scale of deprivations in Asia and the Pacific is daunting,” said 
ADB president Haruhiko Kuroda in his address during the World Summit 2005, a follow-up 
event to the Millennium Summit of 2000 that gave birth to the Millennium Development 
Goals (MDGs). “The region has more people with inadequate nutrition, more living in slum 
conditions and more without access to water and sanitation than any other developing 
region of the world.” 
 
A vision within reach? 
 
The Asian Development Bank (ADB) had sworn to help end poverty in Asia.  Like the 
World Bank who dreams of a world free of poverty, ADB looks to an Asia free of what this 
institution itself calls “an unacceptable human condition.” 
 
Asia is home to seven in 10 of humanity’s poor---about 700 million people---who subsist on 
$1 a day or less. And if we use the $2 a day norm there are about 1.9 billion Asians living 
under that global poverty line.  
 
Poverty figures vary widely. Countries use different measures and some of them deliberately 
massage the figures. According to the World Bank and ADB, China has 225 million, India 
450 million, and Southeast Asia 55 million. China claims a much lower poverty headcount of 
only 75 million. Likewise, India admits to only 350 million. The number would be less for 
Southeast Asia because the Philippines put the line at 36 pesos or below US$1 a day at a time 
the exchange rate was more than 50 pesos to a dollar.   

                                                 
∗ Written for the NGO Forum on ADB ,March 2007.   
∗∗ Senior vice president of the Philippine Rural Reconstruction Movement (PRRM) and a founding member 
of the NGO Forum on ADB. 
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Poverty measurement will remain tricky and contested. But nobody would question that the 
magnitude of poverty in Asia is simply huge by any standard.  
 
As committed in the MDGs, half of Asia’s poor shall have been relieved by 2015, the 
reckoning point set at the 2000 Millennium Summit. You may wonder what the other half 
would look like while waiting to be included in the next target date. 
 
The aspirations of the MDGs are minimalist, to say the least. There is no reason why the 
region as a whole or any country in particular will not be able to meet them by 2015.  
 
On the contrary. While the region as a whole is on course to achieve a large majority of the 
MDG targets by 2015, none of the region’s developing countries is individually on track to 
meet all the targets. More, considering present trends, many are likely to miss vital targets, 
including those for infant mortality, HIV prevalence, and access to water and sanitation. This 
is the sobering conclusion of the joint UNESCAP-UNDP-ADB report The Millennium 
Development Goals: Progress in Asia and the Pacific 2006, updating the second regional report A 
future within reach 2005.  
 
40 years of financing growth 
 
ADB has been financing Asian development for 40 years now. It’s about time we asked what 
indeed ADB assistance had done to help eradicate poverty  and raise the quality of life of 
Asians. 
 
ADB’s operations cover diverse sectors: agriculture and natural resources; education; energy; 
finance; health, nutrition, and social protection; industry and trade; law, economic 
management, and public policy; transport and communications; water supply, sanitation, and 
waste management; and activities involving multiple sectors. Its main instruments for 
providing help to its developing member countries are policy dialog, loans, technical 
assistance, grants, guarantees, and equity investments. 
 
ADB’s annual lending volume is typically about US$6 billion, with technical assistance 
usually totaling about US$180 million a year. Much of these financial resources usually go to 
the Bank’s biggest borrowers which include China, India, Pakistan, Bangladesh, Indonesia, 
and the Philippines. These countries also happened to have the highest concentrations of the 
poorest in Asia. 
 
By 1999, ADB’s cumulative lending since it started operations in 1966 has amounted to 
US$82 billion in public and private sector loans involving 1,550 projects in 38 developing 
member countries. Nearly US$2 billion has been provided in technical assistance grants and 
US$600 million has gone to equity investments and underwritings.  
 
On its 40th year ADB must have lent around US$120 billion to some 2,000 projects. Not 
much compared to private investments in the region or even only against China’s surplus 
money invested in US treasury bonds. It’s also just a fraction of the Bush administration’s 
post-war expenditure in Iraq. 
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The size of ADB’s loanable money is a double-edged sword. If things are going well in Asia, 
ADB can claim making a big impact with a comparatively small contribution. If things turn 
sour, ADB could own up to only some responsibility and account the rest to third parties.   
 
To be fair, ADB did not finance only coal plants, roads, ports, dams, among other  
infrastructure and energy projects. At some point ADB saw the light, so to speak, and 
decided to adopt the emergent discourse of the 1990s, and that is, that economic growth is 
necessary but not sufficient. 
 
In 1988 the ADB governors called for a more direct focus on poverty and created a task 
force on poverty reduction to advice the Bank’s owners and managers on how to approach 
poverty in an integrated way. This decision was a response to mounting criticisms on the 
impacts of economic growth projects. As well, this suggested, on the part of ADB, an 
appreciation of multidimensional character of the poverty problem. 
 
ADB could be credited for adopting a string of other policies in keeping with international 
agreements to promote some kind of sustainable development. Women in development 
came in 1985. Environment first popped up in 1981 with the hiring of the first environment 
specialist, although the environment unit was set up only in 1987 and the environment policy 
finally adopted only much later, in 2002. The involuntary resettlement (IR) policy was 
adopted in 1995 and the indigenous peoples (IP) policy in 1998.   
 
The three safeguard policies---environment, indigenous peoples and involuntary 
resettlement---are considered by ADB as “central to achieving sustained development 
impact and poverty reduction.” These policies are aimed at avoiding, minimizing, or 
mitigating adverse environmental impacts, social costs to third parties or marginalization of 
vulnerable groups brought about by development projects. Safeguard policies, according to 
ADB, prescribe “do no harm” requirements that must be met for all projects. 
  
In a way, one could say that 1994 was a ‘turning point’ when ADB modified its purely 
economic growth objective to incorporate social and environmental concerns in all its 
policies and projects. This meant that the era financing economic growth projects only, and 
the tradition of pushing money out the door, or the so-called ‘culture of approval’, was no 
more. Or so it seemed, judging from changes in discourse, in the language of policy and in 
loans portfolio.  
 
As an ODA institution, ADB had committed to do its share in financing the agreements that 
emerged out of the cycle of UN summits in the 1990s, from the 1992 Earth Summit in Rio 
to the Kyoto Protocol to the Millennium Summit of 2000. ADB had pledged to help achieve 
the MDGs, as a minimum commitment to sustainable development. 
 
This bundle of international commitments to human development are not simply safeguards 
against the negative impacts of economic policies and projects. In contrast to the devastating 
effects of structural adjustments imposed by the international financing institutions on debt-
burdened countries, these commitments may be considered a basic minimum adherence to 
social and environmental standards which had hitherto been sacrificed in the name of 
economic growth. 
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These are positive conditionalities of sorts. You may consider them as some kind of payback to 
past damages as well as safeguards against potential harm that ADB-funded projects can do 
to communities and their living environments. They happened to land into the mainstream 
of policy making and project practice because of popular pressure from affected peoples and 
their activist allies. And they are being subjected now to downward pressures from forces 
who want to lower the bar in the name of growth.  
 
ADB claimed that within months of adopting its poverty reduction strategy in 1999, it began 
focusing its work toward eliminating poverty in the region. ADB’s projects and programs, 
whether explicit poverty interventions or otherwise, emphasize one or more of the following 
priorities: economic growth; human development; gender and development; good 
governance; environmental protection; private sector development; and regional 
cooperation. Each priority is related directly to the three pillars of the poverty reduction 
strategy: pro-poor, sustainable economic growth; inclusive social development; and good 
governance. 
 
The time it shifted focus on poverty in 1999 and began reformulating its vision of an Asia 
free of poverty, ADB lent US$5 billion for 52 projects. Of this amount about 40 percent was 
reportedly focused on poverty reduction. In 2003, ADB lent US$6.1 billion, its highest level 
in six years, for 66 projects. Of the 62 public sector loans, 10 were for core poverty 
intervention projects and 29 for poverty intervention projects. These 39 projects totaled 
about US$3 billion or 51 percent of total public sector lending. On its face, this indicates 
movement in the positive direction. But is it really? 
 
Despite so-called positive changes, which remain suspect from activist circles, ADB has 
stubbornly proceeded business as usual, funding transport, communications and power 
projects that benefit the rich and the non-poor and the already developed areas. ADB 
continues to fund coal projects as it talks about the need for a shift to sustainable energy 
systems and dedicating only a pittance to it. And now, ADB just might reconsider the 
nuclear option in the name of clean energy.  
 
In the name of growth 
 
The cover story of Newsweek on November 21, 2005, a month after the World Summit on 
Social Development that reviewed progress on the MDGs bannered the Asia’s growing 
poor. It advised us to forget the success stories and at the same time warned us that 1.9 
billion Asians are being left behind---and getting angry.    
 
In a similar vein, the 60th anniversary of Time magazine’s Asian edition featured Asia’s 
astonishing achievement: the greatest economic miracle the world has known but achieved at 
a terrible cost to the region’s environment.  
 
Despite rapid economic growth in some countries, much of Asia still remains far below the 
global average for prosperity. National GDP rates have risen much more quickly in Asia 
than national poverty rates have fallen. India, one of the leading economies, and a big 
borrower of the ADB, has the world’s largest population in abject poverty. 
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Disparities between and within countries of the region are growing and threatening social 
breakdown. Millionaires and billionaires were unknown in China before the start of reform 
in 1978. Then, only government had a Mercedes and most Chinese thrived on bikes which 
they now give up wholesale as they strive hard to own a car and live like the Americans. In 
1987 urban incomes was less than twice the rural average. In 1985, the ratio was 3.2 to 1, and 
rising fast. This was due mainly to the massive industrial development that happened mostly 
in the southeast and coastal areas to the neglect of the struggling western provinces and 
other regions.  
 
Mass protests are becoming common in China. Some 3.5 million Chinese had joined in 
74,000 protests in 2004---up from 58,000 the previous year, according to a police report 
cited by Newsweek. These protests were mounted mostly by farmers fighting expulsion 
from their farms and home lands. 
 
Asia is living dangerously, says Time magazine. Dams used for irrigation and power projects 
on the Mekong River and its tributaries have reduced the river’s flow, allowing ocean 
saltwater to reach far into the Mekong Delta, killing freshwater fish and harming rice 
harvests. 
 
Every winter, when dry weather allows airborne pollution to build in the atmosphere, vast 
areas of Asia are blanketed by the so-called Asian Brown Cloud. First observed in 1999, it’s a 
thick haze of dust, soot, sulfates, nitrates and other gases and chemicals that can cover an 
area larger than the US and can reach a thickness of 3 kilometers. This phenomenon is 
caused by forest fires, factory and vehicle emissions, and other man-made sources of smog. 
It blocks up to 15 percent of sunlight from reaching the earth’s surface. It causes respiratory 
illness and may disrupt weather patterns, producing droughts in some areas and floods in 
others. India, Pakistan, the Indian Ocean, parts of Southeast Asia and China are most 
affected, but the cloud travels far beyond the region, even as far as North America. 
 
China’s carbon footprints and contribution to climate change is still below that of the US, 
but increasing fast. Likewise with India and other fast-growing countries of Asia. This trend 
cannot continue. Some other ways must be found to promote the wellbeing of the poor and 
every inhabitant of this region.     
  
Asia’s forests are vanishing fast. Coral reefs are dying and once fertile fishing grounds are 
collapsing everywhere. All but one of the 25 most polluted cities in the world are in Asia. Of 
these, 17 are in China and 5 are in India and the rest in Indonesia and the Philippines.  
 
Asia’s economic miracle discounts social and environmental costs. The costs of clean up are 
simply staggering. Albert K. Fung of California estimated in October 2006 that US$136 
billion, or 7 percent of the country’s 2004 GDP was needed to clean up China’s polluted air, 
water, and soil. He’s one of a growing number of advocates for discounting the country’s 
GDP growth to better reflect reality.       
 
It’s a sad picture everywhere in Asia, whether you go to the big cities or to the countryside. 
It’s payback time and it may not be too late to change course. There are models of 
environmental clean up and restoration that may be worth replicating, like the supposedly 
hopeless case of Kitakyushu, Japan, featured in the 1992 Earth Summit. 
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But why wait for a Kitakyushu? The point is to junk the model of “grow now, pay later” in 
favor of paying the social and environmental costs of development now, and not later.   
 
Asian dilemma 
 
If we were just playing a numbers game and go by the examples of China and other Asian 
economic miracles, there’s a big chance that Asian poverty might be wiped out within the 
21st century. That is, if poverty is not reproduced in some other ways. A big if, and probably 
this is assuming too much.  
 
And that’s precisely the dilemma of Asian development. The forces that made possible the 
economic miracle that raised more than 270 million Asians out of poverty in the past 15 
years are the same ones creating all the inequalities between and within countries. It is also 
the same forces damaging Asia’s environment and compromising the region’s further 
development and long-term security.  
 
Economic growth means more production, more money to buy and enjoy modern life, but it 
also means more logging, over fishing, more chemicals into the soil, rivers and  water bodies, 
more air pollution, more social and environmental disasters. Asia may be running out of 
room to grow: its sources are sinking and its sinks are growing bigger.  
 
The future which Kuroda says is within reach could be one where an elite club of billionaires 
and millionaires continues to rein supreme, where poverty and inequality are simultaneously 
reduced at one end and reproduced at the other, where natural resources are depleted 
beyond repair and our surroundings are choking in garbage and foul air. 
 
A future created by development as usual, one that gives little or no consideration at all to 
social and environmental costs, is neither secure nor desirable.  
                          

***** 


