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SUMMARY
Chairperson: Mr. Takamasa Akiyama, Senior Advisor, IDRI, FASID

Mr. Akiyama welcomed participants and audience members, noting that FASID was very
fortunate to have many distinguished speskers and commentators.

<Part 1>

Opening address---Mr. Mutsuo M abuchi, Executive Director, FASID

On the occasion of the opening of this symposium | extend a heartfelt welcometo al our guests.
This year marks the 50" anniversary of Japan's affiliation with the Colombo Plan in 1954. This
symposium is one of the events commemorating this anniversary. Over 50 years Jgpan's ODA
has changed draméticaly. The ODA amount peaked in 1997 and began to decrease from 2000,
due to Japan’s prolonged economic recession and criticism at home. Mgor donors including the
US and UK have announced increases to their ODA, but this is unlikely to happen with Japan,
S0 we have to concentrate on quaity aspects. Japan has contributed a great ded to the economic
development of Asian countries through ODA. Japan ill needs to tackle such issues as
indtitution building and capacity building, among other challenges.

Poverty reduction is a mgor god for the MDGs and the PRSP, but the importance of growth
cannot be overlooked. Japan'said focuseson Asa Over 50 years Japan has attempted to make a
contribution to development assstance. As a pioneer of South-South Cooperation, Japan has
been an ingpiration to developing countries and has supported such initiatives as the Third
Country Training Program. | am of the view that every developing country is able to help other
developing country, building on their strengths. | hope this symposium will actudly provide an
opportunity to discuss these issues We should be able to say that this symposum has
contributed to the development in the internationa development community.

I ntroduction---Brief Higtory of Japan’s ODA
Mr. Yukimasa Fukuda, Senior Deputy Director, IDRI, FASID

Thefifty years of Japan’'s ODA can be divided into following four periods.

1954-1976 Groundwork:

From the year of the commencement of ODA by joining the Colombo Plan darting with
technical cooperation till the end of the war reparation operations in 1976 during which
groundwork for the future ODA operations was set forth, organization-wise and insrument-wise
which aso continued in the subsequent periods.  Japan darted its international cooperation
only &fter nine years after the end of the Second World War reflecting its serious intention to
restore its honorable place in and to contribute to the international community as a peace loving
netion.

1977-1991 Planned Expansion:
From the year after the war reparation operations in 1976 till the adoption of ODA charter in
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1992 during which ODA expanded rapidly through a series of Mid-Term Targets (“ODA
doubling plans’) consequently leading Japan to become the top donor surpassing al other magor
donorsincluding U.SAA. in 1989. Geographicd diversfication was aso enhanced during this

period.

1992-2002 Firming principlesand policies:

From the year of the adoption of the ODA Charter for the first time in 1992, articulating the
basic tenets, humanitarian consderation, recognition of interdependence, supporting self-help,
and environmental condderetion, till the year before its revison in 2003 during which
Mid-Term Policy on ODA, in 1999, and country assstance programming scheme, since 1998,
were set forth ensuring ODA policy and implementation coherence.  Popular participation and
partnership with NGOs were dso enhanced during thisperiod.  However, economic stagnation
led to steady reduction of ODA budget since 1997 resulting in U.S.A. surpassing Jgpan as the
top donor in 2001 after an interva of 10 years.

2003 Copingnew era:

New ODA Charter was adopted in 2003, 11 years after its first adoption in 1992, reflecting the
new challenges surrounding ODA internationdly and home with the objective of Japan's ODA
contributing to peace and development of the internationa community thereby ensuring Japan's
security and prosperity being articulated.

Conclusion:
The fifty years of Jgpan's ODA can be summarized as a congtant and dynamic process of
improvement, coping with challenges of thetimes.

Somekey issuesfacing Japan’s ODA

Declining trend of ODA while most of other mgjor donors areincreasing their ODAS
Declining trend of ODA loansin net term bringing down Japan'stotd ODA

Policy coherence of Japan’s ODA and other policiesin Japan (MDGs God 8)
Africasproblems

Budgetary support

Srengthening of ODA Task Forcein thefidd

Shortage of experts (policies, inditutions)  €fc.

VVVVVYYVYY

Keynote Presentation---Japan’s ODA and I ts Policies

Mr. Noriki Hirose, Deputy Director-General, Economic Cooperation Bureau, Minigiry of
Foreign Affairsof Japan

Thank you for giving me an opportunity to explain Japanese ODA policies and their background.
In the ODA community it is difficult to discuss Japanese policy objectives, because much of the
materid isin Jgpanese. Japanese ODA policy objectives evolved over time and they evolved to
basicaly reflect the internationa Stuation and public interest with the aim of contributing to the
peace and development of the internationd community. This is implemented with the aim of

securing the peace and properity of Japan.
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Development and nationd interest were discussed in a Foreign Policy White Paper in 1980, in
which humanitarian and mora requirement, interdependency and international peace and
dability were identified as key to ODA.. Faced with alarge trade surplus, Japan started to untie
the procurement of Japanese ODA. Japan began to give greater political emphasisin its ODA
disbursement, as embodied in the provisons of the ODA Charter. The new ODA Charter was
formulated in 2003 to address new international challenges, and the priority issues therein are
defined as poverty reduction, sustainable growth, globad and crossborder issues and
peace-building. The basic palicies of the new Charter are: help those who help themsdves;
maintain a human centered gpproach based on *human security”; socid justice; mobilization of
Japan's experience and expertise; and partnership and collaboration with various devel opment
Stekeholders.

From the perspective of development as ameans of pursuing nationa interest, the ODA Charter
dates that “the objective of Japan's ODA is to contribute to peace and development of the
international community thereby ensuring Japan’s security and prosperity.” Thisisin accordance
with the stated ODA policies of other countries.

Concerning internationa policy debates and Japan's positions, it is true that Japan's policies are
different from the mainstream approach, which tends to be program-based. Japan’s policies are
to promote poverty reduction through sustainable growth, with an emphasis on the role of
infragtructure. Financing for development is also focused on by Japan, with the need for private
investment and export being highlighted. Findly, Japan emphasizes the importance of aid
effectiveness and donor practices. While poverty leves have remained a a high levd in
Sub-Saharan Africa, poverty in East and South Ada has declined over the last ten years. Also,
income per capita is increasing rapidly in East Asa, but has actualy declined in Sub-Saharan
Africa. Growth in income reflects improvements in the East AsSan development Stuation.
However, it is not necessarily the case that increased aid will dso result in an increase in the
growth rate, as the experience of Sub-Saharan Africa demondrates, where aid dependency has
had a detrimenta effect on growth rates.

Japan's main emphadis is on poverty reduction and growth, and Japan contributes 34% of its
tota ODA to economic infrastructure with the ams of poverty reduction and growth in mind.
It is not necessarily the amount of ODA that will sustain growth. Other factors to consder
include good governance and the eradication of corruption. Figures show that internationd trade
has been the mogt powerful source of growth in the past. In East Ada, devedopment has
progressed due to an improved invesment climate and the promotion of foreign direct
investment (FDI), which was supported by aid. Increasesin FDI have expanded exports, which
have aso had a pogtive effect on development and further growth. There is an old maximum
that one has to deplore not being poor, but being inequitable. If growth aggraveates income
digribution for a long time, there needs to be an dternative gpproach to redize sustainaole
growth. However, East Ada countries are more equitable than African or Latin American
countries.

Asanext gep, it will beimportant to improve aid effectiveness and donor practices. This should
be tackled through public financia management. Security isamgor new chalenge, and in that
regard peace building is the first step toward development. Human security sheds new light on
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the direction of individua and community-level development. Ownership and partnership have
findly come into the spotlight, which is reflected in the new ODA Charter of Jgpan. A
results-based gpproach needs aso to be adopted.

Findly, public support is vitd for ODA. In Jgpan, recesson, mismanagement of public funds at
the Minigtry of Foreign Affairs and scandals reduced support for ODA. Efforts need to be made
to be accountable to the public and gain their understanding. Japan faces many challenges, and it
must now promote the Poverty Reduction Strategy through sustainable growth. It is dso
important to promote South-South partnership. Japan is aso seeking to improve efficiency of
ODA by utilizing country specific approaches and ODA Task Forces. Serious efforts must be
made to build broad-based public support for ODA.

Expectationsto Japan’s ODA(in video)

Mr. Richard Manning, DAC Chairperson, OECD

Excellencies, ladies and gentlemen, | am redlly pleased to be able to participate by video link to
this very important international symposium celebrating 50 years of Japan's development
cooperation. | was a Foundation for Advanced Studies on Internationa Development (FASID)
about a year ago following the Third Tokyo Internationa Conference on African Development
(TICAD I1I) meseting and | know the important role that FASID plays in Japan in helping to
develop policy and thinking around development cooperation. And it is through events of this
kind that it can have amost powerful effect. So | very much welcome the opportunity to be with
you, even if remotely today.

And indeed there is much to celebrate. Japan has been a mgor force over 50 years behind the
progress of East Ada and Southeast Asia, which as we dl know, has seen economic and socid
development a arate never achieved dsawhere or in earlier timesin human history. So Japan is
directly associated with probably the largest development successin the world. | think we have
aso learned important lessons about the value of Japan’s approach to cooperation, and let me
just mention two or three of those.

| think it isfair to say that Japan’s cooperation has aways been marked by recognition theat it is
in fact cooperaion—it is aout two parties getting together; it is about respect for loca views
while being dear about Japan's requirements. | aso think that Japan has dways been very
drong in emphasizing the sdf-help dimensgon required in developing countries and has
understood, perhgps more than some other donors, that ad can only hep those who
fundamentaly want to help themsdves. Findly Japan has dways been among the donors who
most strongly emphasized the importance of growth in achieving devel opment results. While the
debates about the precise balance between economic growth and socia progress remain ongoing
after 50 years of development cooperation, | think everybody now accepts that if we do not get
high and continuous growth, we cannot achieve the other objectives to which we are dl
committed.

In the space of that 50 years, Japan has risen from being a very smdl donor with a very
unconcessiond ad program to being, for much of the 1990s, the world's largest aid donor, and
now the second largest aid donor and to providing its aid with an increasing measure of grant
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support and much more concessiona loans, with areputation for untying ahigh portion of itsaid
program than it was the case for most other donors until recently, with a strong investment in
South-South Cooperation, a leading role in International Development Association (IDA) and
other soft fund replenishments of regiona banks, which has often gone wel beyond Japan's
economic weight. And | am very pleased to see recently, some new initigtives around
decentrdization, building cooperation between the Japanese teamsin country.

In the Development Assistance Committee (DAC), Japan is clearly a highly respected player. |
remember well the discussons that took place leading up to DAC putting out the strategy for the
21% century—* Shaping the 21% Century’—which has been so influential since. And as a matter
of record, it was Ambassador Hirabayashi and now your ambassador here in France, who was
the man who firgt put on the table the idea of building this around specific, quantifiable,
internationa development targets; the very idea that subsequently led to the world taking on the
Millennium Development God's (MDGs) as the key measure of development progress. Japan is
strongly represented at our high level meetings and senior level meetings. We have an excdllent
delegate and | am very pleased that | am being joined in this symposium with Mr. Tomimoto
who playsakey role asvice chair of the crucid Working Party on Aid Effectiveness.

It isinteresting to see dso how Japan is being influentid in helping to shape the new agenda for
our poverty network to look at some of these key issues around infrastructure, around agriculture,
around the private sector in which Japan has such an important stake. But as Japan reflectson 50
years of progressin its development cooperation, we al know that there are huge chdlenges and
we were able to look & some of those as a committee a the Japanese Peer Review last
December.

The Peer Review very much welcomed the new Officid Development Assistance (ODA)
Charter, which Japan had agreed in the previous months. We regarded this as avery sound basis
for congdering the future of Japanese development policy. My one persona note of regret isthat
the charter did not itsdf build on Ambassador Hirabayashi’'s vison and does not refer
specificaly to the Millennium Development Gods. | will come back to thet alittlelater.

The review looked very much a the implications of how to implement the charter and the
implications they would have a the headquarters and at the field. And let me quote from the
press rdease: “the discusson addressed questions relaing to full integration of cross-cutting
themes like poverty reduction into Japan’s development strategy. It strongly encouraged Japan to
increase its overdl ad volume. It noted Japan's efforts to respond to crises. It urged the
government to strengthen public support for sustained ODA and for achieving the Millennium
Devdopment Gods. The Committee encouraged Jgpan to consder raising the share of grant
assistance in its ODA for low income highly indebted countries. Other key topics included the
need to improve policy coherence for development across minidries, including the issue of
agriculture. It dso noted the utility of further streamlining and decentraizing Jgpan's ad
management, aong the lines of promising approaches now being tested in Tanzania and
Vietnam, which will require more and higher level daff. In this regard, the Committee
recognized Japan's support for coordination and harmonization of donor practices in developing
partner countries.”
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And that press release had avery interesting title, which was * Jgpan strivesto dign policies and
resources with new aid vison.” And | suggest that an important part of looking forward to
Japan’'s cooperation is precisaly how to bring these policies and resources in line with the
excdlent vison that the charter setsouit.

As | reflect on some of these key issues that face Japan, there are four that seem to me of
particular significance and severd of which are clearly on the agenda of this conference. The
firdisthat it isclear that there is declining demand for one of Japan’s key products, which isthe
loan ass stance from the Japan Bank for International Cooperation (JBIC). What weareseeing is
that a one extreme, there are countries graduating from the need for assstance of thiskind, but
at the other extreme, a Sgnificant number of countries which will remain ad recipients for an
extended period, whose ability to sustain loansis such that they cannot take on new debt even on
concessiona terms in the near future. At the same time, these countries have a mgor need for
some of the facilities that Japan, and JBIC in particular, is well known for; for example, for
massvely improved infragtructure. So | think Japan faces a redly testing set of issues around
what it isto do in countries where the loan instrument is unlikely to be useful in the immediate
future, where the needs are great, and where there is a red need for the kind of assstance that
Japan has proved very effective at providing esewhere.

Secondly and linked to that is the issue of how Japan gpproaches issues around recurrent
funding. It isclear to methat thereisacategory of countries, which, if they areto get closeto the
Millennium Development Godss, will need not only support of the traditiond kind that Japan
provided so successfully in Southeast Asia of capita projects for which the local authorities
could usudly cope with the operation and maintenance requirements. In these countries, thereis
going to be aneed over an extended period for support for recurrent financing. And | think thisis
adifficult issue, not least in terms of Japan’s very commendable, as| have sad earlier, emphasis
on the self-help dimension of development. But | do think that we need to find ways forward to
enable each country to find the right balance between new capital investment and the operation
and maintenance codts that go with that. It does not mean to say that dl donors have to provide
generd budget support. It does mean that between us, we have to provide countries with an
appropriate mix of capitd and recurrent finance within clearly defined and agreed sector
drategies and an overdl Medium-Term Expenditure Framework (MTEF), often linked to a
Poverty Reduction Strategy (PRS) or other nationd strategy, which makes sense and gets these
balancesright.

Thethird areaand it is squarely on your agenda—I very much welcome that—is the whole area
around inditutional development and technica cooperation. Here | think the whole donor
community faces some important challenges in trying to achieve sustainable inditutiona
development in very poor countries, with relatively low capacities, limited numbers of skilled
people, and where the public sector is struggling to be a competitive employer in a globdizing
skills market. | think that the traditiond model that many donorsincluding Japan have used over
the years as an expert and a counterpart needs to be looked at afresh in the light of these more
sructurd issues. | believe that further investment of thinking time by Japan, by the DAC, by
donors generaly, into how we get sustainable ingtitutions in these poorer and weaker developing
countries is a redly serious problem. It has to start, | think, with a better understanding of the
historicdl, palitica and political economy context within which these countries operate.
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Thefind question and thisis an obvious oneis how we can build again strong public support for
Japan to play its proper role as aredly sgnificant ad donor. Let me put this into context. In
Monterrey in 2002, most of the members of the DAC committed themsalves to very subgtantia
increases in officid development assdance. The Americans most notably introduced the
Millennium Chalenge Account; they introduced a new funding window of a very subgantia
sze for HIV/AIDS and they are on course, they told me, to double their assstance over a
relatively modest period. The whole European Union committed itsdlf to reaching a figure of
ODA as proportion of gross nationd income (GNI) of 0.39% in the year 2006, with each
individual member of the then 15 reaching a level of 0.33% of their GNI. These are very
important commitments and will mean that assstance from Europe will grow and remain
sgnificantly larger than assstance from the United States. Canada announced a program of
increasing its aid by 8% a year. Japan stood out, one has to say, in Monterrey by being unable,
for reasons that we fully understand, to announce a new quantitative aid volume commitment.
This is not surprisng after a decade of economic difficulty and arapidly increasng budgetary
problem.

So how can one rebuild support in Japan and how can we creete the climate in which the
Japanee Diet and the Japanese people will accept that Japan should again see its officid
development assstance on a rising trend? | think we have to emphasize the importance of
achieving red results in development cooperation. That is why | welcome the renewed interest
in Japan in seeing the Millennium Devel opment God's as a useful basis for building support for
development in your country. More importantly, when the Millennium Project itsdf producesits
report early inthe New Year, thiswill be apowerful tool for advocacy in Japan as esewhere.

Linked to that | think is the need to make the case for aid in terms of some of the globd issues
around security, around migration, around the environment, around HIV/AIDS—these issues
that are of concern to the public of al countries in the Organisation for Economic Co-operation
and Deveopment (OECD), and in Jgpan, not less than others. | think there is an issue dso for
Japan around how far it can build a case around regiond issues, whether we are talking about
regiond issuesin East Asaor other conflict-prone areas of the world, the problems of Africaso
far fromthe MDGs or wherever.

Findly, it does come back in many ways to how far the Japanese public and diet gppreciate the
sgnificance of thelr aid program and, in particular, of arigng aid program, to whole perception
of Jgpan's place in the world. Jgpan has come a very long way in the last 50 years. It isa
heavyweight power in the world, in the OECD, and esewhere. In the ad community, until the
recent pad, it was even the largest sngle aid donor well beyond, at that stage, its economic
balance with the United States, now the largest aid donor. But we have al been conscious of the
difficulty that Japanese governments have had in sugtaining the case for aid in the last few years.

We are very concerned herein Paristo build support for larger aid programs worldwide. We see
an increasing number of DAC members who have ether reached the 0.7 target—there are five
of those, or who have announced dates by which they hope to reach the 0.7% target and there
are Sx of thoseincluding, most recently thisyear, both Spain and the United Kingdom. | think it
is time for Jgpan to look serioudy a what sort of objectives it credibly sets itsdf in the
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medium-term for resuming the increases of aid for which it wasfamousin the past.

Roleof Infragtructurein International Development

Mr. Tyrrdl Duncan, Senior Transport Economist, South Asa Department, Transport and
Communications Divison, Asan Development Bank

Infrastructure is one of Japan’s traditiona strengths in development assistance and its decisons
are important for the developing world and for the overdl development of Japan’s assstance
program. Infrastructure is ill very important, but the approach can be improved, including
linking it to poverty reduction and country and sector drategies. Japan may wish to adapt its
ingtruments from now.

For the ADB, transport and energy infrastructure account for more than haf of total lending.
Having adopted poverty reduction as its overarching god, the ADB continues to emphasize the
importance of infrastructure support. When donor countries adopted poverty reduction as their
gods and when the UN adopted the MDGs, there was a concern about alack of direct evidence
for the causes of and remediesfor poverty. Recently, the ADB, JBIC, DFID and the World Bank
have been engaged in empirica studies on poverty reduction in China, Indiaand Thailand to try
to understand how infrastructure interventions had impacted poverty and by how much. These
dudies are available on ADB’s website (http:/Amwwv.ach.org/proets Trans and Energy/output.asp).
Trangport and energy were found to have a dgnificant impact on poverty reduction.
Infrastructure improvement results in lowered cogts of transport, which has an influence on
growth, and can aso impact other areas such as education. Impacts vary however depending on
resource endowments, inditutiond culture as to how infrastructure is used and the policies that
exig in the beneficiary country. At the same time as improving infrastructure hardware, it is
important to improve services to increase the contribution to growth that can be made by
infrastructure.

Donors now recognize the importance of infrastructure and there seems to be growing
consensus on the need for poverty linkage with infrastructure at the country/sector strategy level.
Asian governments continue to emphasize the role of infrastructure, but it is aso important to
ensure that infrastructure is economicdly viable in order for it to be sustainable. Maintenance is
aso important and includes various issues such as funding. There are dso issues of
infrastructure governance that require attention in order to avoid road sector mismanagement
and corruption.

In infrastructure, the ADB gpproach has been to move away from project lending towards
providing support a sector leve taking into account ingditutional and policy requirements. In
transport in South Asait has devel oped programmatic gpproaches that use triggers or road maps.
For example, for its support to nationd highways in India, a trigger is agreed for before each
loan can be findlized. The trigger for each loan involves making progress in addressing a mgor
sector issue, such as increasing private sector engagement or implementing organi zationa
change. The Road Map gpproach has been adopted in the road sector in Sri Lanka. Thisinvolves
an agreed mid-term reform plan, with a series of loans attached to achievement of milestonesin
that plan. Thistype of gpproach should not conflict with the idea of national ownership. Reform
programs must not be blueprints imposed from outside. That means that when trying to address

10
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policy issues, donors need to attach importance to engaging in processes of patient diaogue and
persuasion with governments in order to draw up and implement mutualy agreegble reform
programs. Another area of emphass is sub-regiond cooperdion, one example being the
cooperdtion in the Greater Mekong Subregion. Donors with a compardtive advantage can play a
vaue-added rolein sub-regiona cooperation.

Infrastructure donors now need more capacity for implementing socid and environmenta
safeguards interacting with NGOs and civil society. With regard to financing, needs for
financing are enormous, but the ODA percentage devoted to infrastructure is smdl and private
sector financing is il limited. A key question for the future is how to attract more private
finance. In order to attract further investment it is important to consder if the playing field for
investment is a levd for al players, and whet the private sector’s appetite for risk is. Since the
private sector will not meet dl of the financing gep, there is dso a need to develop new public
sector financing drategies, such as greater use of user-pay's gpproaches.

In conclusion, it is important to note that infragtructure is important for growth, but it is a
necessary but not a sufficient condition. Policy and indtitutiona changes are needed and in this
regpect donor financing can have an important demondration effect on the sector. There are
subregiona opportunities for cooperation. The question for Jgpan is not whether to support
infragtructure, but rather, how to support it better. Japan needs to build on relationships with
recipient countries to make changes to its infrastructure development assstance. This may
require associated organizationa changes and strengthening of capacity in Japan's internationd
development agencies. Linkage with the research community and the private sector may dso
need to be considered.

Redesigning the Development Assistance for I nfragtructure

Mr. Junichi Yamada, Deputy Director General, Development Assstance Srategy
Department, Japan Bank for International Cooperation (JBIC)

According to a press release of the Development Assistance Committee of the OECD released
in April 2004, Japan’s Officid Development Assistancein 2003 reached US$8,911 million. This
is a decrease by US$372 million from the previous year's US$9,283 million. Although Japan
has kept the second largest donor position for the past three years, some experts worry that a
further drop in rank may occur with other countries surpassing Japan given the current Situation
in which France increased its ODA by 34%, Germany by 26% and the UK by 25%. One of the
factors of the decrease in Japan’s ODA isthe negative growth of ODA loans.

Three recent facts have been the cause behind the decrease of the ODA loans. Thefirg isthat the
Asian Economic Crisis in the late 1990s has been settled in Southeast Asia, the main playing
fidd of Jgpan's ODA loan operaions. The second is budget problems for specific countries,
such as Indonesia and the Philippines. Indonesia had to go to the Paris Club for its debt problem
in the early 2000s, while the Philippines aims to balance its fiscal budget by reducing foreign
borrowing. Neither of them can absorb as many loans as they used to in recent years. The last
causeistheincreasein reflow of loans.

The mgority of Jgpan's ODA loans have been dlocated for infrastructure development. More
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than two thirds of Japan’stota ODA loansin the past three years have gone to sectors related to
infragtructure. Infrastructure is necessary for sustainable development. Infrastructure contributes
to improving the investment climate to attract private invesment, including FDI, which is
important for economic growth. There have been many observations that development in the
power sector has helped induce private investment, including FDI, and led to economic growth.
Infrastructure aso helps the poor directly and indirectly. For example, the Nationa Highway
No.5 Condruction Project in Vietnam, for which JBIC financed ¥20,961 million for the
condruction of a93km+-long road in 1996, has reduced poverty in the areadong the highway by
54%, while the average reduction in Vietnam is 36%.

The World Bank estimates that an additiond US$50 hillion per year is essentid to achieve the
MDGs through the development of primary education, hedth, water supply and other
infrastructure. Another estimate of the World Bank paper showsthat US$233 hillion is necessary
annualy for new investment and US$232 hillion for maintenance.

On the other hand, investment for infrastructure by 1Fls decreased following the Asa Economic

Crigs, and maintained the same leve until 2001. Why have donors reduced their commitment

amount to infrastructure development? At the DAC Network on Poverty Reduction (POVNET)

meeting which was held last March, donor countries mentioned severa responses to the above

question.

1) Program ad has substituted project aid, since project aid has not stimulated the investment
in other sectors as expected.

2) Tied ad regulations by the OECD’s Export Credit Group have congrained project aid, with
which some donors aim to promote its exports.

3) Pad project ad fdl into the “white eephant” category, which contributed nothing to the
poor.

4) The donor Sde over-evduated the private sector’s contribution to infrastructure
development and left it in the hands of the private sector in the 1990s.

5) The donor side has strengthened socid sector investment to achieve the MDGs in the most
recent years.

After the Monterrey Consensus of March 2003, the World Bank announced an Infrastructure
Action Plan to increase its commitment share of infrastructure investment from 24% to 42%.
JBIC a0 dedlared “ Development of Infrastructure for Sustainable Development” as one of the
priority areas of its operation. Under its new medium-term strategy covering the next three years,
contribution to economic growth through infrastructure development will remain apriority area.

In 2003, both the World Bank and JBIC as wdll as the Asan Development Bank launched a
flagship study on infrastructure in the East Asaand Pacific region. The three banks have shared
the view that infrastructure is key for the development of the region. One of the objectives of the
sudy is to highlight the important role that infrastructure can play in reducing poverty and
achieving the MDGs by supporting economic growth and improving access to sarvices. The
following, among others, represents what is different in essence from the old-fashioned
assistancefor infrastructure: 1) centra planning isimportant; 2) subsidies are necessary; and 3) it
IS important to pursue the private sector, but dso to be redidic. There have been severd
Innovative ideas to mobilize funds for infrastructure in recent studies and discussions.
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New idess for infragtructure investment have been tried by JBIC and other agencies in many
sectors and countries. We have to push infrastructure development to achieve sudtainable
development. However, assstance should not be carried out in the same old-fashioned manner.
It should be pro-poor, policy-oriented, well desgned for service ddivery, and include a

participatory approach and capacity building.

The objective of infrastructure development is not merdy building facilities. The service
provided by the facility should be taken into account. From the viewpoint of service ddivery,
fecilities should be designed for an effective delivery especidly for the poor. In this context,
there are a number of Jgpanese projects that are innovative cases from which we can learn
lessons in the area of pro-poor growth, including the Transport Magter Plan in the Greeter Cairo
region in Egypt and the Agrarian Reform Infrastructure Support Project in the Philippines.

In the area of contributing to a policy framework JBIC has been continuoudy asssting the
energy sector in Indonesa for the last three decades. As JBIC has close contacts with the other
export credit agencies (ECAs) and private investors through non-ODA loans as wdl as
Government of Indonesian (Gol) through ODA loans and non-ODA loans, JBIC had arranged a
framework for didogue among the various stakeholders—Gol, private investors, ECAs and
JBIC. After along discussion not only of the regulatory framework of 1PP but aso settlement of
individua projects, stakeholders reached a common ground. In 2003, the Government of
Indonesia could findly declare an end to the restructuring problem of Independent Power
Producer projects. This case has been reported as one of the synergy strengths of the merger of
the Exim-Bank of Japan and the OECF. Efforts are dso underway among JBIC, the World Bank
and ADB to promote a better regulatory framework to the Government of Indonesia

In the area of mobilizing private sector funds, JBIC concluded an MOU with USAID for the
mobilization of private funds to initiate water and sanitation projects in Philippines rurd
communities. The ODA-funded portion can be used for a non-profitable facility such asawater
filtration plant, and the privatdy-funded portion can go to profitable facilities such as digtribution
and operation systems. USAID promotes private investment through a guarantee facility of up
to 50% of the investment. This cooperation isapart of the “ Clean Water for People Initiative’, a
joint endeavor between the governments of Jgpan and the United States (US) launched in
September 2002 at the Johannesburg Summiit.

Inthe area of loca capitd markets, the Government of Japan proposed the Asan Bond Markets
Initiative (ABMI) in December 2002. Discuss ons have been underway among the governments
of ASEAN member dates, Japan, China and Korea. Concelved as a means to prevent another
Asan currency criss, ABMI ams a developing Asan bond markets to facilitate the ability of
private invegtorsto tap into the high level of savingsaccumulated in Asafor ther investmentsin
the region. Thus, ABMI discussons have been focusng on how to foster and invigorate
securities markets in Asan countries. Under this Initiative, JBIC is promoting the devel opment
of locd capitd markets by utilizing its non-ODA facilities.

Ownership and Conditionality in Japan’s Development Assistance
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Mr. Yasutami Shimomura, Dean and Professor, Graduate School of Environmental
Management, Hosal Universty

Japan’'s ad philosophy has two facades: to support developing countries endeavors to graduate
from the status of aid recipients and to improve living conditions and reduce poverty. Supporting
economic independence and graduation include an emphasis on sdf-help efforts, which are
linked to paying respect to the recipient’s initiatives and ownership. There has been long-term
criticism of Jgpan’s ad for being passve in its atitude. At the same time, however, Japan has
high regard for recipient’'s ownership.

Concerning the issue of ownership, Japan bdlieves that ownership should not be nomina but
red. Ownership should be based on the initiative of a developing country based on socid,
cultural and higtorica assets. The steering whed should be in the hands of developing countries.
A test of “true’ ownership is whether a developing country is able to choose an dterndive,
which is not compatible with the consensus among the donors. If the answer to this question is
“yes,” then the recipient hastrue ownership.

Jopan's experiences of ad conditionaity condst of economic conditionaity and politicd
conditiondity. In terms of economic conditiondity, Japan has worked in partnership with
Bretton Woods ingtitutions and political conditiondity was introduced with the adoption of the
ODA Charter in 1992. There is skepticism, however, among Japanese experts, towards the
effectiveness of the Washington Consensus prescription. They are concerned that insufficient
attention to the red sector isbeing paid, particularly to production and infrastructure.

The ODA Charter gives palitica conditiondity to Japan’s ODA and since the late 1990s there
has been a remarkable evolution in political conditiondity through the application of the
principles of the Charter. Questions remain, however, over politica conditiondity as to
intervention under donor dominant reations, the exisence of double standards, and
discretionary changesin criteria

This raises questions of good governance, and the following questions need addressing: (i) Isit
possible to prove the causdlity between governance and development by standard regresson
andyss? (i) Isit posshble to explain the past Asian experiences? (iii) Isit redidic to expect an
ordinary developing country to meet very broad requirements? We should be cautious about the
gpplication of governance-based palitica conditiondity.

| would like to propose two hypotheses. A smdl number of critica governance elements could
ensure good performance in development, and in doing so it would be important to pay attention
to endogenous e ements of good governance in devel oping countries.

To respect ownership and assst governance is difficult to achieve but the centrd principle must
be based on “true’ ownership. It is criticd to listen to the voices of developing country people
and learn form the wisdom of developing societies. In addition it is critica to understand therole
of governance through the accumulation of specific case sudies. Anin-depth study isrequired to
understand the role of governance. It is important to nurture indigenous eements of good
governance, being embedded in individuad societies. Recipients must dso be furnished with
knowledge and information about aternatives and governance-based sdective aid should be
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avoided.

Japan’s Technical Assstance for Policy Formulation and I ngtitution Building

Mr. Ikufumi Tomimoto, Deputy Director, Planning and Coor dination Department, Japan
Inter national Cooperation Agency (JICA)

Technicad assstance projects have tended to be very traditiond, but technica assistance for
Policy Formulation and Indtitution Building (PFIB) focus on issue-oriented approach, that will
impact at a higher levd. Issues facing traditiond technical assistance are the limited impact on
individual projects, the focusin the past on technicd transfer to counterparts. Thereisaso alack
of human resourcesfor planning and other issues.

Technicad assstance is required for PFIB to tackle issues of structurd adjustment lending, to
share the knowledge and experiences in Asia and Jgpan and to achieve regionad economic
cooperdtion in such forums as the World Trade Organization (WTO). It is important to target
policy issues, repect didogue and ownership and to not impose “universd models.” Japan has
implemented technicd assgtance for PFIB in Vietnam, Laos, Myanmar and Mongolia for
economic policy and planning, and in Indonesa, Madaysa, Cambodia and China for
lega /tax/customs systems. Training courses are dso held in Japan.

With regard to the MDGs, & the stage of MDG+5, Asais on track, but Africais not on track.
Donors are now discussing the possibility of MDG-oriented PRS. In February 2003 in Rome a
high-level forum met to discuss harmonization and dignment. The Japanese government
presented three principles ownership and  partnership, country-driven process, and
divergfication of modaity. There will be a further high-level forum in Parisin March 2005 on
ad effectiveness and the message will be the necessty to use ODA more effectively on the
policy and drategy leve. In October 2004, a preparatory workshop on ad effectiveness was
held in Bangkok.

It isimportant to discuss the possibilities for ODA in Africa. Human security issues to consder
include the reduction of down-sde risks, support for faling states and wesk partners, linking
post conflict and development, and the need to incorporate human security in al ODA programs.
Another important issue is capacity development and the move from capacity building to
capacity development. It is important to emphasize capacity development a the individud,
ingtitutiond and societd level. There are new emerging donors among developing countries and
South-South Cooperation should aso be encouraged. A recent project in Tanzania has proved
most successtul, jointly funded and supported by owners and donors dike.

In conclusion, technical assstance in Africais a new frontier for Japan and there is a need for
further human resources and for research and education. Efforts for knowledge cregtion are
further required and aid coordination with other donorsis prerequisite.

I ndtitutions and Capacity Building for Development in Bangladesh
Mr. Quamrul Idam Sddique, Former Executive Director, Dhaka Trangport Coordination
Board, Bangladesh
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Japan isamgor development partner for Bangladesh, being the second largest donor next to the
World Bank. Japan isacountry that made aremarkable change from aid recipient to aid provider.
Its ODA design was based on its own experience of hardship and efficiency and its strategy now
supports sdf-rdiance and sugtainability of recipients. Jgpan’'s ODA emphasizes efficiency,
trangparency, public participations, ownership, peace and security. Japan’'s ODA has dso been
reponsive to the changing development needs. Over aperiod of just over thirty yearsfrom 1971,
Japan has provided US$6.5 billion to Bangladesh, with agrant to loan ratio of 1.65:1. Assstance
has been drategicaly aimed at sustainable development and poverty reduction, with a focus on
indtitution building, capeacity development, knowledge transfer, mutud learning and long-term
benefits.

Bangladesh has one of the highest density populations in the world; three times that of Japan,
but a per capita GDP of US$450, 90 times less than Japan. There is a growth rate of 4.8% on
average, but arate of 7 to 8% is required in order to atain the MDGs. Investment accounts for
23.2% of GDP. Bangladesh is increasingly integrating with the globa economy and trade
accounts for 31% of GDP, with aid share to GDP declining. Infrastructure facilities have been
subgtantialy improved, thanks to Japan, the ADB and World Bank. Bangladesh has attained
sf-aufficiency in food production and the economy has been liberdized. The officid
government policy is* Growth-oriented poverty reduction.”

In Bangladesh, policy reforms have been key towards growth, stability, and poverty reduction.
Agricultura policy reform has been insrumental in achieving sdf-sufficiency in food
production, through the introduction of new technology, deregulation, crop diversfication and
non-farm activities. Industrid policy has dso been reformed, including denationdization,
divedtiture, privatization and financid restructuring. Trade policy has been to remove dl
anti-export biases and to liberdize trade. Infrastructure policy has amed a creating rura growth
centers, the improvement and expanson of an extensve road network and the improvement of
rurd eectricity supply. Reforms have dso been indtituted in financid, macroeconomic, human
devel opment, educetion, health and population, and socid safety net policies.

Such palicy shifts have required decentraization of policy making and enhancements in
professondism. A monitoring system has dso been established and a sructure for informa
decison-making has adso been set up. Leadership, teamwork and a sense of mission have dso
been crucid. On the macro-leve, conducive factors have been effective in the sphere of date
mechanisms and indtitutions, rule of law, regulatory framework, provisoning of basc socid
services and committed visonary leadership.

Areas where Japanese ODA could contribute more are measures to promote growth, given that a
level of 7 to 8% growth is required in order to atain the MDGs and PRSP godls. In addition,
further infrastructure development needs exist, and there is scope for private investment. It will
be important to consolidate past gains in human development and to address cases of poor
governance due to wesk indtitutional capacity.

From the Bangladesh sde, the government is called upon to provide a homegrown policy and

Srategy with vison to ensure growth with equity. Strong political commitment is also required
that encourages peopl€e's participation and ownership. There is a need to implement leadership
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with the three C's — concern, commitment and competence. Japanese ODA could facilitate the
process of sustainable development. It could aso invest in homegrown priority sectorsto ensure
ownership. Further cooperation needs to be made in the fidd in ingtitution building, capacity
devel opment, know-how and mutud learning. The ODA philosophy of Japan needs to continue
to be pursued with trangparency, efficiency and peopl€'s participation.

Thailand's Experienceswith Japanese ODA and | ts South-South Cooperation

Mr. Banchong Amornchewin, Director of Human Resource Development Divison,
Thailand Inter national Development Cooper ation Agency

Japan is Thalland's top donor and has maintained that position since the 1980s. It has had a
magjor impact on Thailand's development. Development cooperation began 50 years ago. In
recent times Thailand is moving to graduate from the position of ODA recipient and is moving
towards South-South Cooperation. The Thai Government’s new palicy is to move from the
concept of a donor-recipient relation to one of “partnership” cooperation. Thailand is hoping to
jointhe DAC in the near future.

Concepts for Japan-Thailand Partnership include consensus building, mutua benefit role sharing.
Both countries engage in joint formulation of policy, as wel as implementing joint monitoring
and evauation activities,

Thalland's key factorsfor successin implementing the technica cooperation program have been
emphasi zed on the following aspects.

a. Absorptive Capacity

To maximize the ODA support, it is necessary for the recipient countries to prepare themsalves
both human resource and inditutions’agencies to be ready and prompt for ataining the
know-how. The agencies have to assgn ther counterpart a some certain levels to make sure
that their saff are gppropriate in terms of qualification and educationa background. In addition,
technology transfer should gppropriately meet the need.

b. Ownership

Aswedl know that ODA should not be consdered as a free gift. On the contrary, development
cooperdion requires strong commitment from the recipient. In doing this, the investments in
facilities, building, land and operaion costs are necessary measures. Thalland has paid for
expatriates who work under the ODA program in a number of items such as secretary, driver,
housing rent, fud, medica care, and accommodation when hefshe has to work outside the
regular Stes. This would of course encourage the learning process to be more meaningful for
both Sdes.

c. Technicd Assgtance Plan

The technica cooperation should have a clear destination. To achieve certain objectives,
good short, medium, or long-term plans are needed. This would provide a clear framework for
monitoring and evauation of the success. In case of Thailand, the Nationa Economic and Socia
Development Plan was a requirement for technical assstance from Thailand's development
partners. The advantage of this technicd assstance plan is that Thalland could mobilize the
concerted efforts and resources for development program effectively. Furthermore, the progress
of cooperation could be measured againgt the plan aswell.

d. Focdl Point
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To consolidate ODA resources, it is needed to have an agency to act as a focd point for
cooperation and adminidration. This focd point should play a crucid role in planning,
monitoring, and evauating the ODA performance. Besides that, the focal point could play a
sgnificant role in sdecting and scanning the gppropriate cooperation program, setting the rule
and necessary guiddine for other agencies. In Thailand, the Department of Technicd and
Economic Cooperation, Ministry of Foreign Affairswas the prime agency to be afocd point.

With regard to South-South Coaoperation, Thaland started providing technology assstance for
other developing countries in 1955. The purposes are to exchange knowledge and experiences
pertaining to economic development, technical cooperation and science and technology, to
promote technica cooperation between Tha agencies and inditutions in developing countries
and to enhance the internationdization of Tha indtitutes. Focus countries for Thalland are
neighboring countries, including Laos, Vietnam, Cambodia and Myanmar. Thailand has an
International Cooperation Program (TICP), a Partnership Program and Regiond Cooperation
initiatives. In bilaterd programs, direct assstance is provided to development partners and
Technica Cooperation among Developing Countries (TCDC) programs are being promoted.

The Japan-Thailand Partnership Program was initiated in 1994 with an initia time frame of five
years, but Phase 11 is now being implemented, on the principles of equa partnership, equitable
cost sharing and joint program formulation. Thailand expects that its programs in conjunction
with UNDPwill facilitate dissemination of Tha development expertise and knowledge to other
countriesin the south, as contribution to the achievement of the MDGs.

In the future, Thailand will move towards becoming a knowledge-based society, and will
promote more South-South Cooperation. It will continue to engage in strategic partnerships and
functiond multilateraly, following best practices and sharing know-how with other countries.

Commentators Comments

Mr. Kiyotaka Takahashi, Japan Internationa Volunteer Center

In our program today we heard from Mr. Hirose about the challenges facing ODA. We are a
NGO and we have a different perspective. We have to reconsder how to get the peopl€e's trust
and support in order to increase and expand ODA. | would like to hear Mr. Duncan’s comments
on NGOs from the perspective of the ADB. | would dso like to hear JBIC's view from Mr.
Yamada. The problem is the gap between people and policies and the key is to raise avareness
in the developed world. Mr. Shimomura's presentation was most pertinent to NGOs and | agree
with his comments on devel opment discourse and what condtitutes true ownership.

Mr. Grant Ehiobuche, Minister/Charge d’ Affairs, Embassy of the Federad Republic of Nigeria

| would like to express gratitude to the government and people of Japan for Japan’s devel opment
assistance. Ligtening to the presentationsthismorning, | can tell you that in Africawe tend not to
appreciae the concepts of sdlf-help and sdf-rdiance, but we are dso aware that the world is
continuing to globdize and the world is growing increasingly interdependent. A question that
aisesfor Africaishow it can hdpitself when it isin abject poverty and isin a state of complete
helplessness. Thereis aneed to increase Japanese devel opment assistance to Africaand it should
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be focused on assstance to the most helpless and heavily indebted countries of Africa. We need
measures to empower civil societies and enable them to lift themsdves from the shackles of
poverty. Africaneeds help to assst it in breaking free from the vicious circle of poverty.

Mr. Yukio Yoshimur a, Vice President and Specid Representative, Japan, The World Bank

| would like to speak on theissue of infrastructure asit is one of the big issues that Japan and the
World Bank faces. | would like to comment on the orientation of infrastructure projects within
the World Bank. In July 2003 the Infrastructure Action Plan was passed by the Board of
Directors and has resulted in a greater commitment by the World Bank Group to investment in
infrastructure lending. When we talk about the renewed focus on the infrastructure sector, this
does not mean going back to the old days of traditional infrastructure funding. When dedling
with infrastructure projects with environmental, socia and economic impacts, the World Bank
has been the leader in implementing socid and environmenta impact safety nets. The
importance of infrastructure was underlined by Mr. Yamada and Mr. Duncan and they
demondtrated that we need greater financing for infrastructure projects, for which we will need
investment from the private sector. However, it should be pointed out that the private sector
aoneisincapable of providing the funding needs for infrastructure projects. Public financing of
infrastructure projectswill remain centrd. In order to meet the enormous needs for infrastructure
in developing countries, however, it is aso clear that private financing must be more mobilized.
Thisisamgor challenge for the World Bank Group.

In addition to the nationd level approach, there is dso a need for cross-country and
sub-sovereign leve provison of infrastructure services. Both cross-country and sub-sovereign
level financing isachalenge for the World Bank, which typically provides|loans and grants only
to sovereign governments. On the sub-sovereign level, small-scale providers of infrastructure
have long exigted to fill in the demand that larger providers have been unable to provide. In
cross-border ingtances, pipeines and trangport networks, for example, do not dlow for asmple
nationd-level finance gpproach. There have been successful cases of cross-border financing
however.

| fed that the World Bank Group has made progress in addressng the chdlenges of
infrastructure development. Lastly, | would like to remind you that as eaborated by Mr. Duncan
and Mr. Yamada, JBIC, ADB and the World Bank are conducting a collaborative flagship study,
“Infragtructure Development in East Asa and the Pecific: The Way Forward”, in an atempt to
address the remaining chalenges of infrastructure devel opment.

Ms. Akiko Yuge, Director, UNDP Tokyo Office

| would like to discuss the globd macro framework within which ODA operates. Looking at the
globd leve, there are a number of events gpproaching, including the five-year review of the
Millennium Declaration and the MDGs. For developed countries the focus will be on the
contribution each has made towards the achievement of the MDGs. Theimportance of MDGsis
well-recognized by many groups, but their importance has not yet permested the Jgpanese
society. If Japan is serious about its support to the MDGs, then the MDGs need to be embraced
by the Japanese society as their own agenda and efforts are needed to move forcefully ahead.
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Since Jgpan took the lead in formulating the predecessor of the MDGs it would be appropriate
for Jgpan to take thelead in promoting the MDGs.

Concerning conflict prevention, Japan has focused on peace building in recent years and one
area that needs more attention is conflict prevention. Japan is tackling conflict prevention as a
magjor chalenge and it should take aleadership in thisarea. Conflict prevention € ements should
beincorporated in dl development assistance projects.

Another point is the importance of strengthening public support for ODA. In order for Japan to
remain a leader in ODA in the long-run, ODA should gain more understanding of the public.
Raising public support is a challenge that needs to be addressed.

Ms. | zumi Ohno, Professor, Nationa Graduate Indtitute for Policy Studies

| would like to discuss how to interpret Japanese and East Asian development success. It is
encouraging to hear that some countries like Thailand are now graduating from aid recipients
and becoming donors. This is a powerful message to today’s developing countries. One of the
reasons for the East ASan development success has been the integration of aid into business
networks and investment. | would like to discuss how Japanese ODA has worked in this
Process.

Trade and investment-driven development has been one of the main features of East Asan
development. It isfair to say that within East ASan governments, there existed acertain levd of
policy and decison-making capacity. This is why these governments have encountered less
problems in deding with ad harmonization, indtitutional and policy coherence than
Sub-Saharan African countries today face. While Japanese ODA primarily focused on hard
agpects of infrastructure, this had been effective because the governments could integrate such
investments into their nationa development plans and growth drategies. There was a virtuous
cyclewith ODA supporting hard infrastructure, and business and trade cresting growth by using
the infrastructure under the largdy favorable policy environment. How this growth pattern can
be replicated to other countriesisthe question that we should address.

In order to support today’s late-comer countries, it is crucia for Jgpan’s ad to take an integrated
approach. Many countries face more serious capacity condraints than ther East Agan
counterparts. So, ODA must include both soft and hard aspects. This raises the question of
whether Japan should involve itself morein policy issues. In the case of Thalland, acertain level
of capacity aready exised and the Thai government was able to formulate and adopt necessary
policy measures to complement infrastructure investments. However, in many other countries
this basic capacity does not exig. In thisregard, Mr. Tomimoto's presentation was interesting, as
it covered technica assistancein policy formulation and ingtitution building.

Findly, we must consgder how to make grant ad more effective, by srengthening policy
andyds. At present, limited attention has been paid to the policy aspectsin the provision of grant
ad. This point is paticularly rdevant Snce grant ad is a key indrument for supporting
low-income countriesin Sub-Saharan Africa
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<Part 2>

Free Syle Discusson

Facilitator --- Mr. Takamasa Akiyama, Senior Advisor, IDRI, FASID

In summarizing the presentations and subsequent comments, Mr. Akiyama noted that most
presenters had mentioned the issue of Japan’s focus on infrastructure, pointing out that the World
Bank and other organizations had recognized that there is not sufficient infrastructure in some
developing countries. He also raised the issue of conditionality of aid and asked participants for
further discusson on issues of political conditiondity. One of the mgor problems Japanese
ODA facesisthe darification of avidgon for the future, taking into consideration such issues as
conditiondity, South-South Cooperation, partnership, ownership, €tc.

Mr. Siddique noted that one issue in ODA implementation is that of competitive bidding. He
noted that the World Bank and other organizations give loca companies a 15% margin in
competitive bidding and if Japanese companies were to establish local companies, they would
be more successful in locd bidding. He urged Jgpanese companies to become more
endogenized to ensure qudity in implementation of ODA infrastructure contracts.

Mr. Yamada agreed that Japanese private companies are losng interest in ODA tenders due to
competitiveness from companies from other countries. He explained that this was why the
Japanese Government allocated 600 billion yen in tied loans for Japanese companies a the time
of the Asan economic criss. Whileit isdesrable to raise the vishility of Jgpanese products and
technology, it isaso important to promote loca companies and technologies.

Mr. Banchong noted that the key point for effective ODA implementation was strategy. One
priority isfor donors to ensure that technical assstance is complementary to development plans
in the recipient country. He urged caution when considering sirategy, noting that if an awareness
of recipient country strategy islacking, any training or technica assstance would not be fruitful.
He stressed the importance of an holistic approach.

Mr. Fukuda asked Mr. Banchong whether he was suggesting that donors should coordinate
among themsdves in order to provide an effective package. He suggested that recipient
countriesare d 0 in the best position to coordinate with donor countries.

Mr. Banchong responded that in the case of Thailand, atechnical assstance plan is drawn up by
Thailand itsdf and the donors have to rely on that, which aso results in duplication being
avoided. In many countriesthereisalack of planning on both sides.

Mr. Sanjib, a participant from Bangladesh asked if JBBIC faces problems with budgets in
implementing loans in Bangladesh and he asked a question about timely completion of ODA
projects in countries like Bangladesh, and pointed out that delays in completion consume more
money than originaly budgeted.

Mr. Yamada responded that the problem in implementing development assstance Srategies in

Bangladesh was concern over repayment of loans. He noted, however, that foreign reserves are
increesng in Bangladesh, and exports are increasing due to FDI. In response to the second
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quegtion, efforts are dways made to identify problems in governance and avoid ddlays in
completion of projects. He noted that while a commitment of new projects may be postponed,
ongoing projects should not be stopped under norma Stuation.

Mr. Siddique noted that Bangladesh had never defaulted on loan payments. He urged Japanese
companies to look into Bangladesh's investment in infrastructure policy, noting that this policy
alows any foreign company to engage in infrastructure projects.

Mr. Akiyama noted that many countries are not in a postion to guarantee that they would not
default on loans. He stressed the importance of planning, strategy and coordination within a
recipient country.

Mr. Mabuchi noted that discussions had focused on the bilateral dimension. He pointed out that
the title of the symposium was “In Search of New Approaches’ and asked if participants had
views on Japan's future role in the internationa development community and the required tools
to put Jgpan’s development assistance message across to the world. He suggested that Japan
could be in a pogtion to commit itsdf to the promotion of South-South Cooperation and
increase  assgtance to developing countries which grive to give aid to other poorer developing
countries. He expressed the hope that every deveoping country should join in the efforts to
achieve MDGs through such South-South Cooperation.

Mr. Shimomura agreed that Mr. Mabuchi’s point was very important when consdering Japan’s
future policy agenda. One of the possible contributions to be made by Japan is the devel opment
concept of South-South Cooperation. Having said that, the idea of South-South Cooperation
reminds me of some contradictions in Japanese aid palicy, namely the attitude towards aid for
China. There have been strong criticisms that Chinais giving ad to other developing countries
and experts urge a cut in Japan’'s development assstance to China. This issue is a serious
politica one and one that the Japanese government should address.

Mr. Yagi of FASID asked if governance was not the most important element, what factor would
enhance the success of development activities. Another question regarded “true’ ownership as
discussed by Mr. Shimomura, and Mr. Yagi stated his doubts as to whether true ownership could
become a redlity, given interference by donor countries. The traditiond sense of technical
cooperaionisasoin question.

Mr. Shimomura responded that every businessperson and ad officids aswell as NGO members
recognize that to get things done in Asiais much easier than getting things done in Sub-Saharan
Africa. One of the differences is the concept of governance and governance is very important.
However, he did not agree with the stlandard argument of governance in the internationa ad
community. His point was that the sandard set of governance eements might have postive or
negative relaionships with development performance, but so far, there is no persuasve causdity
between these two dements. His proposa was to look for other aspects of governance dements
in order to gain a better understanding of thisissue.

Mr. Siddique noted that leadership without governance could not function. He stated that in
Bangladesh the flagship efforts are focused on good governance and trangparency. He stressed
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that agood leadership could not function or be sustained without effective governance. Likewise,
governance could not be achieved without capacity building.

Mr. Banchong noted that Thaland is no longer usng the word “assgance’ given its
connotations with being given for free. He explained that Thailand's preference is to use the
word “ cooperation” which implies atwo-way contribution. The concept of ownership isone that
Thailand takes very serioudy and the concept of equitable partnership is dso taken serioudy. In
Thailand a committee scrutinizes the pros and cons of any technica cooperation project, and
assesses its financiad cost and projected benefits. It is important that donors are aware of the
extent to which such systems and assessment mechanisms exist in recipient countries asameans
of making ODA more effective.

Ms. Ohno asked how Thailand had established such an assessment mechanism, noting that it
would be auseful source of referencefor other countries.

Mr. Banchong responded that Thai culture is averse to receiving something for nothing without
giving something in return. For this reason, there has been an incentive to formulate forma
assessment mechaniams that demongrate Thailand's independence and ability to assess the
efficiency and effectiveness of any assstance or cooperation projects.

Ms. Yamaguchi, a participant from Tokyo Ingtitute of Technology explained thet her university
has a project in Mongoliathat is part of the UN Security Fund, a multilateral cooperation fund
that is financed by Japan. Thisfund works very closely with locd stakeholders and international
organizations in Mongolia, including UNICEF and the Mongolia Universty of Science and
Technology. This is one example of schemes to promote multilatera cooperetion. The
participant referred to Mr. Yamadd's presentation on the new type of ad for pro-poor growth.
She noted, however, that such projects take time and asked whether JBIC has a pecific Srategy
to include community involvement when implementing large-scae infrastructure projects, and
how JBIC dedswith project ddays.

Mr. Yamada responded that in traditiond infrastructure projects, the loca community was not
involved. However, two years ago, JBIC announced the new environmenta guidelines and also
ligensto the voices of theloca community. Concerning the delay of projects, Mr. Yamada noted
that new projects now have a longer disbursement period of eight to ten years, which makes
community involvement moreimportant.

Mr. Akiyama stressed once again the importance of governance and inditutions and asked a
question whether Japanese ODA could help foster good governance and indtitutions.

Mr. Siddique responded that such support wasinvauable.

Facilitator Summary

Mr. Akiyama thanked participants for their input and vauable remarks. While noting that no
conclusons had been reeched, he dated that the Symposium had been a useful forum to
exchange opinions and experience and it is clear that Japan must make further effortsto make its
ODA more effective and efficient. More specificaly, the growing recognition of the importance
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of economic infrastructure needs is a welcome news for the Japanese devel opment community.
However, innovations and improvements in the implementation of much assstance are
necessary especialy from the point of view of the services provided by infrastiructura facilities.
He dso noted tha through the discussons a the Symposum, the utmost importance of
ingtitutions and governance was confirmed. Thisisanother issue that Japanese government must
tackle.
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