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Mr. Chairman of the Board of Governors 
Mr. President of the Asian Development Bank 
Fellow Governors 
Ladies and Gentlemen 
 
As the ADB celebrates its 50th anniversary Belgium is proud to have been associated from the 
very beginning to what looked then like a thrilling adventure and to be one of the founding 
members of one of the best international financial institutions. The recent survey concluding that 
the needs of the region in infrastructure is bigger than ever shows that our business model and 
our traditional priorities remain relevant, even if we have of course to take utmost care of the 
environmental and economic sustainability.  
 
Last year we successfully concluded the transfer of the assets of the Asian Development Fund to 
the Bank and the first replenishment of the new grants-only ADF. We are now left to hope that 
everything keeps working as planned. The new major task ahead is the design of a new strategy 
for the next decade, called ADB 2030. 
 
Belgium wishes to see this new strategy better reflect what ADB can reasonably expect to achieve 
over the next decade considering the likely evolution of the DMCs and of its own resources, both 
human and financial. 
 
The macro-economic framework of the next decade should be updated to remain plausible. Will 
Asia remain the engine of world growth and will growth remain in the advanced economies? What 
would be the impact of the provision of stimuli by the governments to stimulate economic activity 
on deficit and indebtedness and on the ability of regional countries to take up new loans? All those 
questions will need to be addressed. 
 
One can rejoice about the transfer of ADF assets to alleviate the constraints on OCR commitment 
capacity, but despite this initiative ADB assistance has decreased over the years in magnitude 
due to the strong regional growth. It should therefore still remain a small player in terms of volumes 
after this transfer and the role of ADB as leverage provider should be enhanced. This should be 
reflected in the new strategy and have an impact on the selection of the sectors in which to 
engage. We remain in favor of the priority to fewer, bigger projects and to the projects well 
advanced in their preparation – not to say shovel ready – in the middle and upper middle 
countries. 
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Managing expectations should be a major focus in the design of the strategy. The wrong 
impression that IFIs are “all things to all people” has lasted too long. The adoption of the 
sustainable development goals (SDG) has contributed to keep this impression vivid and to fuel 
impatience for the materialization of meaningful results with little consideration for the means 
available. One cannot therefore be satisfied again with a laundry list of priorities and academic 
explanations about the meaningful role ADB will play in dealing with each of the challenges the 
region will have to face. A more realistic scenario has to prevail. 
 
An example of this can be provided with the role ADB is expected to play in the policy dialogue. 
As explained above the assistance of ADB in relative terms is decreasing over the years due to 
the growth of the economy of its recipients. In addition, one of the strategic objectives of ADB is 
to allocate 50% of its commitments to the private sector. This means that only 50% of ADB should 
remain available for the public sector. When arguing that ADB “has a seat on the policy table” 
(para 18.iv p.7), ADB should therefore make sure it can provide the right incentives to promote 
the policies it wishes or explain how it can achieve its goals in policy reforms without providing 
such incentives. 
 
Since the magnitude of assistance has a major impact on the results one can expect to achieve, 
more attention should be given to the mobilization of resources, beyond the systematic wish to 
see the private sector systematically fill the gap. 
 
In a previous replenishment of ADF we learned that for DMCs, when it was still making loans, 
ADF represented hardly more than 10% of total assistance to DMCs. In a similar vein, an 
interesting data would be the share of ADB in total capital inflows and government expenditure of 
each DMC, as well as how much money per capita a national budget and ADB assistance 
represent to illustrate the challenge ahead. Such statistics should be included at least in the annex 
of the strategy to remind what led to its contents to those who were not associated with its drafting. 
This kind of data would indeed help select those priorities where ADB assistance would have 
most impact and directly illustrate the link between resources and impact. 
 
The gap between the challenges and the resources available is such that it is time to seriously 
deal with domestic resources mobilization, a priority since the 80s which received so far too little 
attention. In this respect the emerging middle class may still be too narrow and not wealthy 
enough to afford taxation like in advanced economies and they remain reluctant to pay more for 
services they still do not get. On the other hand, investors need various kinds of incentives and 
most consumers are too poor and cannot afford excise tax of VAT. The prospects of better tax 
revenue are far from reassuring: regional governments are seriously envisaging tax incentives for 
infrastructure financing and to attract foreign investment. It should raise serious concerns since 
this is a threat to sustainability of government action by reducing its resource base. In DMCs 
building an efficient and transparent business environment would do more to attract investors 
than reducing taxes. 
 
In our advanced economies competition among members to attract investors has created a major 
imbalance in public national budgets due to the strategy of corporate tax optimization. As a result 
it is very difficult to rebalance taxation from labor to other items such as consumption or energy 
wastes, to make labor more attractive and keep or create jobs, or to promote new sustainable 
consumption behaviors. It is also reducing revenue and the capacity of governments to sustain 
their social programs (unemployment, health insurance, retirement), undermining solidarity and 
the social fabric and fueling individualism. 
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One cannot expect to build sustainable systems in DMCs without generating the volume of 
resources for that purpose. An example is the growing challenge of the elderly in the region. Aging 
Asia emerged as a theme 25 years ago without reaching the top of the agenda. ADB recently 
declared its intent to do something about the elderly threatened by poverty. However, due to the 
demographic transition, the Asian population has grown by almost a billion people in 25 years. 
Half of this growth occurred among the elderly due to the increase in life expectancy. This 
represents almost the population of the EU. What can be expected from ADB in this field since it 
will avail of 15-20 billion USD per year for its whole agenda, half of it for the private sector? What 
can be expected from the national governments? Who will get the blame for doing too little? 
 
Finally ADB itself should wonder about its capacity to generate resources. How does it expect to 
generate income and equity in the coming years in a context of low or even negative interest 
rates? How will it generate enough income to sustain its activities and to contribute to the new 
ADF, since the member countries have little appetite for further contributions to grants, for a 
capital increase and for higher loan charges? 
 
The adverse environment for financial investment except in equities has been weighing 
considerably on the capacity of ADB to generate income and grow its equity, while funding the 
ADF. In the meantime the size of the economies of the clients keeps growing faster than the 
volume of assistance ADB can provide, reducing the incentives to provide to promote the right 
set of policies for economic and social progress. The decision of ADB to stick to a 1 billion USD 
contribution to ADF and secure the discount of other donors has also taken its toll and might result 
in a pause of at least four years in the growth of the bank's equity and its ability to follow the client. 
 
To generate income the options of ADB are limited. The bulk of the net income depends on the 
volume of liquidity and on the level of interest rates. Sovereign lending is designed like a non-
profit activity where costs are covered by the pricing of loans. The latest discussion on an increase 
of loan charges to increase equity and tackle the lending constraint of OCR highlighted that 
borrowers are not keen on paying more to borrow more. The present level of market rates makes 
this an even more remote option.  
 
On the income side the last option is the increase in private sector operations where loans are 
priced according to risks and the margins higher than on sovereign loans and where equity 
investment can generate capital gains. Since the private sector operations have been the main 
beneficiary of the merger, let us hope that the private sector department will be put in a position 
to increase its operations and the income prospects of the bank. 
 
In the area of private sector promotion, except at the World Bank where IFC has been set up to 
deal with it, the other IFIs have created dedicated departments and subsidiaries. Since then they 
have always been struggling to reconcile their social dimension with the economic and financial 
constraints of private sector operations on the one hand, and the need to comply with one-size-
fits-all rigid procedures and policies with the necessity to be flexible and fast in responding to the 
client's needs. It would be timely and opportune to have a closer look on the advantages of 
spinning off the private sector department with specific rules and procedures, a more adequate 
location and a specific human resources policy, including salaries and benefits. The ADB would 
have a tremendous advantage on other IFIs in such an initiative since unlike in the Inter-American 
Development Bank it might just consist in an exchange of shares. Such a spin-off would make a 
lot of sense. It would allow the subsidiary to design a more relevant set of policies and procedures 
and ADB to provide salaries and benefits specific to such activities different of the whole bank 
without seeing the former inflating the salaries of other staff for whom the market is paying less.  
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Another way to increase the income is to minimize the growth of expenditure but this has to be 
done with caution. Can ADB like commercial banks reduce expenditure to preserve profit 
margins? Yes and no. The activities of IFIs are labor intensive and the quality of the output 
requires a substantial involvement of staff in all steps of the project cycle. The weaker the 
counterpart, the longer the cycle and the heavier the involvement at each step. The need to give 
priority to the clients facing the most difficulties puts right away a limit on the magnitude of cost 
cutting. In addition, the requirements related to due diligence, such as the compliance with 
safeguards and the involvement of all stakeholders, increased the workload significantly. One can 
of course lighten up the bureaucratic aspects of the work but in the end some steps can be 
accelerated but not ignored. Delegating those tasks to local entities is still premature due to 
institutional weaknesses. Finally, ADB has always been cost conscious and one can quickly reach 
the flesh while trying to cut the fat. Some spending items are already minimized such as the travel 
budget while some other items have to increase such as decentralization and remuneration of 
local staff, for whom growth, inflation and skills scarcity push salaries up above average.  
 
Another opportunity of cost reduction is to remain a financier of large scale projects and to stay 
involved with the same local partners: “fewer, bigger”. A growing share of our activities are small 
scale, custom made operations and ADB is dealing with more numerous one-time partners. This 
has an impact on the workload and the expenditure to keep complying with all the constraints and 
continuously train new counterparts not familiar with procedures. We are of the view that the bulk 
of ADB activities has to remain in large scale infrastructure and wholesale financing such as loans 
to local intermediaries for SME development and large infrastructure, or blanket financing of 
miscellaneous projects selected by a local partner, such as a ministry of transport. The effort to 
generate more resources from operations is due to the inability of shareholders to provide enough 
resources to allow ADB to grow with its clients. This inability has two consequences: on the one 
hand ADB has to generate its own equity by growing its income and, on the other hand, it has to 
focus its operations further and further on those having the most impact on its development 
indicators. 
 
The cost of dealing with all of the priorities on the agenda is growing, meaning that each operation 
requires a growing volume of resources compared with similar operations in the past. An almost 
stagnating commitment capacity means that something in the agenda has to give in and that ADB 
needs to increase the leverage on its own resources. In terms of leverage, the promotion of good 
policies and institutions in the financial and public sectors would get a bigger multiplying effect 
than the search for partners project by project. The reform of the financial sector in Cambodia 
offers a good example of what can be achieved by removing the obstacles for local financing of 
local projects.  
 
Infrastructure financing should remain high on the agenda but carefully designed policy reform 
financing should also be considered. New estimates show that the needs in investment in 
infrastructure are bigger than ever. The improvements in infrastructure give a boost to the 
economy and should not be given up. However the public sector is not always able to generate 
income to foot the bill of the construction and the additional burden of maintenance. Sustainability 
will get harder to tackle if we do not focus seriously on the generation and sound management of 
government revenue. This has been neglected too long in countries where revenue to GDP 
reaches at best 15%, which is much too low to build a key ingredient of sustainable development, 
i.e., a strong State able to fulfill all its obligations. 
In the recent months ADB had to lend fast disbursing resources only to reduce the impact of a 
decrease in tax and exports revenue. This kind of bridge financing brought mixed results in the 
past in terms of development. The potential impact of ADB with such operations is further reduced 
by the decrease of the magnitude of its lending capacity compared with the size of the regional 
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economies. One can therefore raise doubts about its counter-cyclical potential and we should 
hence refocus this type of loans on issues where ADB funds and advice would have a meaningful 
impact and leverage local resources, such as in the modernization of public sector management, 
of tax systems and of local financial markets. 
 
In December 2015 COP21 has successfully brought together all decision makers to act to save 
the planet from climate change. We are aware that a reduction in the consumption of fossil fuels 
will be a key parameter of success. We are also aware that with six billion dollars of annual 
commitments for climate-related operations the contribution of ADB will be somewhat modest but 
well-chosen projects can have a strong demonstrational impact. We also encourage ADB to use 
its policy-based loans to develop incentives for environmental solutions in its borrowing members. 
 
To conclude, Mr. Chairman, let me seize the opportunity of this fiftieth anniversary to reiterate 
Belgium’s commitment to ADB. Belgium keeps ADB achievements in highest regards and hopes 
it will successfully implement its internal reforms to remain the most efficient development partner 
of its donor member countries. 
 


