
MANAGEMENT RESPONSE TO THE 2014 ANNUAL EVALUATION REVIEW 
 

On 10 June 2014, the Director General, Independent Evaluation received the following 
responses from the Office-in-Charge, Managing Director General on behalf of the Management. 

 
 

I. General Comments 
 
1. The 2014 Annual Evaluation Review (AER) reviews ADB’s operational 
performance and offers analysis on the sustainability of energy operations and 
inclusive economic and environmentally sustainable growth. These areas have 
strong linkages to the Midterm Review of Strategy 2020 (MTR) which has 
recently been completed. Management has already responded to the 
conclusions and recommendations made in the individual studies by the 
Independent Evaluation Department (IED) used for this report. Given the 
significance of some of the issues, howeve, we reiterate parts of the same points 
here, in addition to our responses on the report’s broad conclusions.  
 
2. The AER section on sovereign operations is technical and data-intensive. 
The use of decadal project success rates data makes the AER stay at somewhat 
historical level in its perspective rather than providing useful operational 
implications. It will help if future AERs focus more on key underlying trends and 
lessons at the aggregate, sector and country levels. Recently completed Project 
Completion Reports (PCRs) point to a significant improvement in success rating 
of completion operations (para 45). The AER also notes that IED’s validations of 
PCRs done in 2011, 2012 and 2013 show an upward trend in success rate. An 
examination of underlying factors for this trend would be valuable.  
 

3. ADB’s non-lending operations are largely neglected. This would reflect 
the IED’s present evaluation framework which does not pay much attention to 
ADB’s development approach that focuses on country-level development results 
and efforts to tailot its program of loans, grants and technical assistance (TA) as 
well as private sector operations to individual country needs and circumstances. 
This approach is particularly important for smaller DMCs where ADB’s grant-
financed projects and TA largely characterize the nature of ADB assistance.  
 
II. Specific Comments 
 
4. Management Action Record System (MARS): The report notes that 
Management continues to be receptive to IED recommendations, but that 
ambiguities in recommendations, disagreements on some of recommendations, 
and resource implications have prompted Management to issue qualified 
acceptance for many recommendations. In this context, we welcome IED’s plan 
for a better distinction between long-term lessons and recommendations that are 
more short term and more directly actionable. As suggested in the report, 
Management is willing to consult IED if there are ambiguities in the interpretation 
of IED’s recommendations. However, given that the responsibility of formulating 
action plans rests with the Management, IED’s direct involvement in the plan’s 
formulation process may not be appropriate. In this regard, we would like to 
highlight that clearer and readily actionable recommendations would better serve 
the purpose of effective follow-up to evaluation recommendations. 



 
5. The report suggests that the essence of the new actions agreed upon 
over the year could be made part of the AER, along with the agreed-upon 
recommendations and Management responses. It further suggests that the same 
document could also detail the actions that were due over the past year, along 
with the progress reported by management and IED’s validation in an appendix 
or linked document. We take note of the potential, positive aspects of this 
proposal and would like to suggest further discussions on its implications and 
concrete methodology and necessary measures. 
 

6. Inclusive Economic Growth: The AER repeats findings from the special 
evaluation study on ADB's support for inclusive economic growth (IEG). 
However, the AER does not take into account the Management Response to the 
study whereby the Management, while endorsing most recommendations of the 
study, also took exception to some of its underlying analysis. The following points 
are therefore reiterated. First, it appears that there remains a significant 
difference in how ADB's support on the three pillars of IEG is measured. The 
AER reports “limited support” for pillars 2 and 3 of the IEG framework. However, 
the 2013 DEfR shows that ADB’s total financing for pillar 2 (inclusive access to 
opportunities) of inclusive economic growth has increased from 35% in 2010-
2012 to 42% in 2011-2013, and in terms of numbers of projects, pillar 1 (creation 
of opportunities) and pillar 2 are balanced at 49% and 47% respectively. ADB's 
support for pillar 3 also increased to 7% in terms of both the number of projects 
and volume of assistance during 2011-2013. 
 

7. The AER reiterates the special evaluation study’s point that ADB’s 
support for growth under pillar 1 itself should be made more inclusive. We 
believe that ADB’s approach to inclusive growth should be tailored to different 
and diverse development context of each individual country and should be seen 
in the wider context of ADB’s strategy and operational program at the country-
level as reflected in the country partnership strategy (CPS), instead of individual 
project level. While we intend to capture opportunities to make our projects more 
inclusive wherever possible, different roles and features of projects in pillars 1, 2 
and 3 need to be recognized.  
 

8. Finally, we have consistently disagreed with the observations on private 
sector operations (PSOs) and inclusion found in paras 193-195 and would like to 
reiterate our previous concerns. Support for IEG is very much present in PSOs. 
PSO Department (PSOD) seeks to originate projects that are inclusive. However, 
we need to combine development objectives, including IEG, with considerations 
for economies of scale and credit worthiness. The report insists that there is no 
trade-off between projects being inclusive and having satisfactory investment 
returns. In this regard, we would like to point out that besides bankability and 
financial viability of a project, we also need to take into account the cost factor. 
For example, projects supporting inclusive business, which are usually in a small 
scale, require no less staff time and efforts than large private sector projects. 
Therefore, direct interventions that promote “inclusiveness” can only represent a 
relatively modest proportion of PSOs. And this is another reason why we should 
try to expand our intervention in this area in a phased manner rather than in a 
short span of time. 



 
9. Completion Report Validation and Success Rates: The DEfR reports 
“adjusted” success rates due to the fact that historically, IED validations lead to 
lower success rates. The DEfR does this adjustment due to IED’s backlog of 
validations. As mentioned in para. 2 above, irrespective of the difference in 
aggregation methodology of ratings in DEfR and AER, we note that both 
assessments point to improvements in project performance in 2013. As for the 
suggestion that DEfR apply the downgrading adjustment based on IED’s past 
validations to all PCRs and that management finalize its annual batch of PCRs 
by end-August each year, we propose further discussions with IED. The 
discussions, in our perspective, need to consider i) statistically robust sampling 
for validations, ii) disagreement between the operational departments and IED on 
some validation findings and iii) historical comparability of the assessments in 
DEfRs, among others. 
 

10. ADB’s Energy Operations: We acknowledge that ADB's overall energy 
sector work is evaluated as having positive impact on economic growth and that 
the portfolio is becoming more sustainable from the environmental perspective. 
We agree with the suggestion provided on ADB's energy operations to better 
quantify greenhouse gas mitigation. On highlighting energy efficiency as an area 
where ADB can add value, we support this, as has already been reflected in the 
MTR. Finally, on a technical note, the report appears to mix-up greenhouse gas 
(GHG) emissions with carbon dioxide emissions (C02) in a number of places 
(paras 101, 162, 165). 


