
DEVELOPMENT EFFECTIVENESS COMMITTEE 
Chair’s Summary of Committee Discussion on 17 January 2013 

 
I. Special Evaluation Study: Real-Time Evaluation Study of the Multitranche Financing 

Facility (IN.381-12) 
 
1. DEC welcomed the real-time evaluation study of the multitranche financing facility (MFF) which 
found the facility increasingly favored by developing member countries (DMCs). The report found that the 
MFF’s flexibility is its most attractive feature, enabling clients to adjust their project pipeline without need 
for additional approval from top decision makers. The report flagged some key observations, namely: (i) 
the evidence is unclear in regard to expected efficiency on staff processing time; (ii) MFFs have been 
used flexibly over long utilization periods, and tranche level changes have often been classified as minor 
at least prior to the clarification issued in late 2011; (iii) MFF prerequisites, technical, and economic due 
diligence was less rigorous; and (iv) subsequent tranches may not benefit from lessons of the first tranche 
because the modality allows the approval of a subsequent tranches before closure or completion of the 
previous tranche. The report also highlighted MFF’s potential to crowd out other lending and diminish 
crisis response operations.  
 
2. Advantages of MFF and perceived gaps. DEC members agreed that the MFF is an innovative 
facility favored by DMCs because of its greater flexibility, although some members voiced concerns about 
due diligence on prerequisites. Management confirmed that the MFF is a preferred modality not only due 
to flexibility but also in terms of continuity for policy reform and capacity development. Some DEC 
members inquired about fragile and conflict afflicted countries where governments and priorities could 
change often. The case of Afghanistan was cited where the MFF allows ADB to engage the country on a 
long term basis while allowing room to adjust when assumptions and expectations change. DEC 
discussed (i) the MFF’s approval process noting that the concept note is signed off by a Vice President, 
(ii) the insufficient evidence on improvement in the concept paper regarding inclusion of a justification on 
the use of the MFF vis-à-vis other modalities after the guidance issued in mid-2011, and (iii) the role of 
the panel of experts which serves as independent confirmation that eligibility requirements are met.    

 
3. Mainstreaming MFF. DEC discussed whether there was a comprehensive assessment done 
before the decision to mainstream MFF, noting that the advantages and disadvantages of mainstreaming 
were presented to the Board and the Board had favored the move to mainstream the modality. Some 
DEC members suggested that Management may consider appending the comparative matrix in the report 
and recommendation to the President, in order to compare different modalities and justify the use of the 
MFF. DEC also discussed the differentiation between major or minor changes. 
 
4. Country concentration and proposed review. DEC discussed the use of MFF particularly in 
South and Central West Asia and noted that a country’s capacity to meet the requirements of the MFF is 
a factor for the uptake on the facility, as in the case of India. DEC also noted that since MFF constitute 
almost a third of ADB’s resource envelope, the quality of projects will have a considerable impact on the 
effectiveness of ADB’s operations. DEC members agreed that a review of the MFF in 2014 or 2015 
should be conducted.           

 
5. Headroom. Since the MFF occupies a substantial portion of the resource envelope, some DEC 
members were concerned that the facility locks in resources leaving little room for other projects. It was 
noted though that although a large part of future approvals are already earmarked, not all countries utilize 
MFF. Since ADB does not expect any significant increase in its resource envelope in the near future, this 
factor should be considered in partnership strategies and business plans of countries which use the MFF 
extensively.   

 
6. Other concerns. There was discussion on the difficulty in acquiring and verifying data to assess 
the level of effort involved in preparing and processing MFF loans as opposed to standalone loans, which 
made the evidence related to staff efficiencies in relation to MFF inconclusive. The lack of a 
comprehensive database on cofinancing was also raised, so it could not be concluded whether 
cofinancing is incremental or substitutes a portion of the MFF. DEC also reviewed IED’s observations on 



some prerequisites such as the quality of road maps and sector assessments, which is a broader problem 
not exclusive to MFF projects. DEC appreciated that the report would be shared among staff working 
actively on MFF.   

 
7. Further discussion on the report. Due to (i) insufficient time between the circulation of 
Management’s response to the report and the DEC meeting, (ii) diverging views of the success of the 
program between IED and Management, and (iii) the importance of the subject, and given that one DEC 
member indicated there were only four members present at the meeting and she would not intervene as 
there had not been sufficient time to reflect and conduct due diligence between the circulation of 
Management's response and the DEC meeting, DEC agreed that the SES warrants further discussion.  
DEC Chair proposed to have further discussion after 60 days when Management has included its action 
plan in the Management Action Record System (MARS). In the next uploading of the report which 
contains this DEC Chair Summary, IED indicated that it will include clarifications on the concerns raised in 
the Management Response.  
 
II. Time period for circulation of documents to DEC 
 
8. To enable DEC members to prepare appropriately, the DEC Chair indicated that IED and 
Management should provide sufficient lead time for DEC to review evaluation reports and the 
Management’s response. The following time frames were agreed to by IED and Management: 
 

 Circulation of IED documents to the Board (and DEC) would continue to be 21 calendar days. 

 DEC should receive the Management’s response 5 working days before a DEC meeting. 


