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1. The Board of Directors approved the proposed policy on Mainstreaming Nonsovereign 
Public Sector Financing (NSP) on 13 September 2011. Despite low volumes and a mixed track 
record, Directors welcomed mainstreaming of this instrument, highlighting the potential value 
added that may result from sector reforms and leveraging of cofinancing. 
 
2. Some Directors expressed concern with respect to the limited client and sector diversity 
and high proportion of cancellations during the pilot phase. They urged staff to engage with 
subsovereign entities and in infrastructure-related sectors. In view of the limited resource 
envelope for NSP, Directors asked Management to consider human resource efficiency measures 
and economies of scale for processing and administering this instrument. To maximize NSP’s 
development effectiveness, Directors also requested that collaboration among departments in 
ADB be strengthened, particularly between regional departments and the private sector 
operations department (PSOD), and urged that PSOD should have the leading role in 
implementing the new policy. 
 
3.   Some Directors welcomed specific features of this modality, including selectivity 
principles, its potential for crowding in private sector financing, and eligibility requirements. 
Several chairs highlighted the importance of having adequate risk management safeguards in 
place, and urged application of a risk-based pricing model. Others requested that loan terms and 
sector-reform conditionalities be carefully considered to ensure that the instrument is used by 
wide range of public sector entities. Finally, several chairs urged ADB to ensure that all 
nonsovereign public sector proposals have a compelling development rationale and that they 
contribute to inclusive growth and sustainable poverty reduction. One Director commented that 
the primary use of NSP should be infrastructure development, rather than support to commercial 
activities by the state-owned entities, particularly loss-making banks and industrial enterprises. 


