
MANAGEMENT RESPONSE TO CORPORATE EVALUATION ON  
POLICY-BASED LENDING 2008-2017: PERFORMANCE, RESULTS, AND ISSUES OF 

DESIGN 
  

 
On 25 June 2018, the Director General, Independent Evaluation Department, received the 

following response from the Special Senior Advisor to the President on behalf of Management:  
 

1. Management thanks the Independent Evaluation Department for this 
important and timely evaluation. Policy-Based Lending (PBL) is a key financing 
modality for ADB. Experience shows that PBLs are instrumental to strengthen 
macrofiscal management frameworks, improve public finance and resource 
management, and support sector-wide reforms, in many cases enhancing the 
sustainability of ADB’s infrastructure financing interventions. PBL is also used to 
help member countries during times of crisis.  
 
2. ADB is keen to ensure that this financing modality is used effectively. 
Indeed, ADB has benefited from earlier independent evaluations of PBLs (e.g., 
2001, 2007, and 2011), and their findings have informed the strengthening of ADB 
PBL guidelines and practices. It is in the same great interest to learn that this 
evaluation study has absorbed the attention of departments across ADB and all 
throughout the process.  
 
A. General Comments 
 
3. Evaluation Approach. Departments have collaborated closely with IED 
from the very beginning of the evaluation design stage. We had intensive 
discussions on the approach and methodology for this study. Management had 
suggested clearer distinctions and more nuanced analysis among different types 
of PBLs (especially between conventional PBL and crisis support since they serve 
very different purposes). IED has taken on board some of our suggestions for 
greater information clarity and for recognizing important nuances in the evaluation. 
 
4. Methodology for Assessing Results. We appreciate IED’s efforts to 
assess outcomes and results. As the study rightly points out, evaluating PBL 
results is inherently very difficult and practices vary across multilateral 
development banks (MDBs). Neither the World Bank nor the Inter-American 
Development Bank independent evaluation departments have attempted to 
assess PBL results. Instead, they produced learning products on factors that 
influence design, policy implementation, and performance. We have reservations 
about using an external methodology (Theory of Change [ToC]), as a one-size-fits-
all measure of PBL performance. Each PBL is unique with specific intended results 
captured in its Design and Monitoring Framework (DMF). To assume and treat all 
PBLs to have the same chain of inputs, outputs and outcomes as stipulated in 
Figure 1 on page 10 of the report—without reference to their DMFs—is in our view, 
inappropriate. For instance, the outcomes listed in Figure 1 do not conform with 
ADB’s DMF guidelines on PBL, as “improved competitiveness of the economy” is 
too high level a result to be considered as an outcome in the DMF.1 Furthermore, 

                                                           
1 As an example, the Kyrgyz Second Investment Climate Improvement Program (2015–2017) included well defined 
outcomes with quantifiable target indicators (improved investment and business climate, measured by increase in 



we found it difficult to reconcile the ToC framework with the different PBL 
instruments, particularly those intended for crisis response. Para. 25 on page 9 
also notes that ToC was not intended to be applied to crisis support.  
 
5. PBL Results and Performance. Overall, the study findings are mostly 
positive. PBL helped countries through difficult times, contributed to achieving 
results in public sector management, and supported the development of capital 
markets. Results in other sectors (transport, energy, and water) were mixed, 
though the evidence is predominantly based on older projects designed well before 
the evaluation period (early 2000s). Significant improvements in performance have 
been made as reflected in the high success rates (80% or almost twice that of 
PBLs approved before 2008). Crisis support PBLs had a success rate of 93%.   
 
6. Focus on PBL Design. We note IED’s heavy emphasis on assessing the 
design of PBLs and how ADB performed in this respect. This is not a trivial 
exercise, however. Well-structured assessment and judiciously designed country 
work are needed to ascertain what went into the processes of PBL design and 
implementation. Indeed, the identification of PBL potentials and the negotiations, 
coordination, joint analytical work with the Government, International Monetary 
Fund (IMF), and other development partners are not easily captured in the Reports 
and Recommendations of the President  or Project Completion Reports. These 
documents often focus more on the deliberation results or policy actions, and not 
fully on the contexts and processes. For this concern, during the interdepartmental 
review of the draft report, IED was encouraged to consult closely with regional 
department teams to get a fuller appreciation of the work that was undertaken. We 
thank IED for responding constructively to the suggestion. Such interactions have 
helped correct factual errors and clarified areas of potential misunderstandings, 
although a few concerns remain. In particular, the discussion on Georgia, Pakistan, 
and Tajikistan in our view still remains partial, overly negative, and in part factually 
incorrect.  
 
B. PBL Issues Identified by IED 
 
7. From this evaluation, IED has identified twelve (12) key issues with PBL 
use in ADB. Management would like to comment and clarify its position on some 
of these issues.  
 
(i) PBL concentrated in countries with higher income per capita, 
stronger policies and greater institutional capacity and need for rationing. In 
our view, this is an incomplete assessment. It is important to recognize the middle 
income transition challenges that even these more developed developing member 
countries (DMCs) face, and that PBLs are instrumental to support middle-income 
countries with necessary policy and institutional reforms while providing essential 
development financing. The study argues that rationing is needed and suggests 
allocating more PBL to smaller and weaker countries. Simply because the use of 
PBLs has been concentrated in certain countries does not necessarily mean that 
it is rationed in others. At the corporate level, rationing has not been an issue for 

                                                           
domestic credit to the private sector and public-private partnership [PPP] deals signed). Similarly, the DMF guidelines 
necessitate very clearly defined outputs (financial deepening and access to finance, comprehensive PPP program, and 
trade and investment facilitation) underpinned by substantive and measurable policy actions. 



PBL, especially as compared to Results-Based Lending (RBL). ADB has rarely 
breached the PBL ceiling.   
 
(ii) Use of conventional PBL not necessarily compatible with crisis 
support. There are two distinct uses of PBL with very different objectives 
(conventional PBL to support long-term structural reforms and crisis support, 
usually over a shorter horizon). For crisis support, ADB has introduced a specific 
instrument—the Countercyclical Support Facility (CSF)—which is exempt from the 
PBL ceiling. However, concessional assistance-only countries do not have access 
to CSF, and ADB does not have a crisis support window for those countries. They, 
therefore, have to use conventional PBL for crisis support (and that is counted 
against the ceiling). We agree with IED that such a situation is not optimal.  
 
(iii) Need to further reduce the number of policy actions to support 
effective monitoring and evaluation. While we agree in principle, the report 
gives the impression that the number of policy actions is more important than their 
substantive nature. In our view, it makes little sense to compare PBLs by the 
number of policy actions, as ADB missions need to adjust their approach to fit the 
particular circumstances of the policy dialogue. Caution should be exercised in 
giving the impression that less is always optimal. Given varied country conditions 
and capacities, flexibility should be maintained for ADB to be responsive in cases 
that would warrant more policy actions.  
 
(iv) Need for independent macroeconomic assessment to manage risks, 
when ADB views differ from IMF. At the outset, Management notes that no PBL 
has been brought to the Board, unless there was IMF support for the program. 
There could be slight differences of views between ADB and the IMF regarding 
macroeconomic assessment, such as prospects for growth and fiscal deficit. The 
report itself mentions only two such cases out of 181 PBLs approved over 2008–
2017. And in one of those cases, ADB’s assessment of fiscal deficit turned out to 
be more accurate than that of the IMF. By highlighting this as a key strategic issue, 
the report gives the impression that this is a serious problem in ADB, which is 
misleading. In practice, ADB regularly conducts country macroeconomic 
assessments, and in doing so, ADB always consults with the IMF. At times, such 
assessments are even undertaken jointly with the IMF and other development 
partners, especially during crisis situations. ADB also coordinates closely 
regarding program content with the IMF and other development partners at 
different levels, starting from the program team, country office, to headquarters. 
 
(v) Process-oriented policy actions. The report criticizes the use of process-
oriented actions and argues that these actions could be undertaken without ADB’s 
support. We agree that the policy matrix should address critical bottlenecks, and 
should try to minimize the use of process-oriented policy actions. At the same time, 
we should avoid generalizations that all process reforms are of low value. In 
multitranche or programmatic approach PBLs, reforms are sequenced over 6-8 
years. Thus, what initially may appear to an outsider as a “process-oriented” reform 
is usually intended to progress over time to a high-impact reform. Process-oriented 
actions are often needed to kick start a politically sensitive reform in a phased and 
properly sequenced manner. 
 
 



C. Recommendations 
 
8. Management agrees with most recommendations, except for 
recommendation no. 2.  
 
9. Recommendation 1: Make greater use of PBLs in sectors where 
investment loans are also undertaken and ADB has experience to ensure 
that policy constraints on the achievement of overall development outcome 
are supported by relevant policy reforms.  
 
Management agrees to the principle underlying this recommendation, that is to 
ensure a greater synergy of policy and project operations. In practice, however, 
we cannot unilaterally force a combined approach. There might be room to expand 
the use of PBLs in sectors where investment operations are undertaken. Such 
assessment should be done at the stage of country partnership strategy and 
country programming exercises. Indeed, the choice of modality is context specific, 
drawing on country and sector analytical work and in close consultation with the 
relevant authorities. Management wishes to point out that even without explicitly 
using a combined approach, as part of a sector development program, ADB 
undertakes policy dialogue with central and sector agencies and supports relevant 
sector policy and institutional reforms. This is done either as a component of 
investment operations, or carried out as an accompanying technical assistance 
project. Finally, as this evaluation highlights, PBLs in traditional sectors like 
transport, energy, and water have had mixed results. Therefore, we must have 
clear lessons distilled from this experience to avoid repeating mistakes from the 
past (i.e., what should we do differently to ensure that PBL performance improves 
in those sectors).  
 
10. Recommendation 2: Develop an operational plan on the appropriate 
scope, objectives and articulations of public sector management (PSM) 
interventions.  
 
Management disagrees. We do not see a sufficient justification in the report for a 
proposal as such. The concept of a PSM operational plan (OP) was explored a few 
years back by the governance thematic group and was not finalized because PSM 
is a large and complex policy field, cutting across sectors. Country heterogeneities 
make it very difficult to come up with a viable PSM OP. As a result, an overarching 
OP could be very generic, not useful for PBLs, and possibly counterproductive. 
Developing policy notes or learning products on selected PSM fields (such as PSM 
reforms in developing member countries or good practices in promoting 
decentralization) may be more practical and useful. As part of Strategy 2030 
implementation, ADB will prepare a broad-based thematic OP to give general 
guidance to ADB’s work in governance and capacity development. Though not 
specifically serving the purpose of guiding PBL design, PSM considerations will 
likely feature prominently in this work.   
 
11. Recommendation 3: Ensure that (i) concessional assistance-only 
countries (Group A) also have access to a countercyclical facility during 
crisis period; and (ii) the use of contingent disaster financing is formalized.  
 



Management agrees. Building DMCs resilience to various external shocks 
(including economic crises and disasters) is a key objective under ADB new 
corporate strategy to 2030, which is reflected in ADB expanded vision to achieve 
a “prosperous, inclusive, resilient, and sustainable Asia and the Pacific”. Under 
Strategy 2030, ADB commits to strengthen DMCs’ financial preparedness for 
disaster response through such instruments as policy-based contingent financing 
and disaster insurance. We are currently reviewing our Disaster Assistance and 
Emergency Assistance Policy (2004) and our toolkit of instruments to support 
disaster response and prevention, so this recommendation is timely. Management 
also supports the suggestion to establish a crisis window for concessional 
assistance only countries. This will, however, need to be discussed with ADF 
donors during the upcoming midterm review of ADF 12 or the next replenishment 
cycle (ADF 13). See also para. 7.ii above.  
 
12. Recommendation 4: Ensure that, in cases where regional 
departments’ views on the macroeconomic situation of a country diverges 
from that of the IMF, the risks are assessed independently of this regional 
department.  
 
Management agrees to the importance of conducting rigorous country 
macroeconomic assessments and effectively coordinating with the IMF and other 
partners. This practice is already in place in ADB and is being further strengthened. 
Management wants to reiterate that no PBL has been brought to the Board unless 
there was IMF support for the program. Close coordination with the IMF during 
PBL preparation is a requirement under ADB’s policy. In addition, with the new 
G20 principles in place, ADB and the IMF have further strengthened collaboration 
at corporate level, in addition to country level. In cases when there might be 
divergence of views between the IMF and ADB country teams, communication 
channels are established between the respective Strategy, Policy, and Review 
Departments to address and try to resolve such concerns. Management also 
believes that ADB has a robust institutional capacity to conduct objective 
macroeconomic assessment of DMCs. Each PBL proposal goes through an 
interdepartmental review process, which includes the Economics and Research 
and Regional Cooperation Department.  Overall, the existing internal mechanism 
is sufficient to ensure that any risks arising from a divergent view with the IMF are 
adequately and independently assessed.  
 
13. Recommendation 5: Strengthen PBL design by (i) limiting the use of 
process-oriented actions and articulating policy actions as substantive 
outputs; (ii) tailoring the DMF so that policy actions, outputs and outcomes 
are more clearly linked; and (ii) clearly referencing the analytical work that 
underpins PBL design.  
 
Management agrees. We are keen to further strengthen PBL design with the 
following comments.  
 
(i) As noted in para. 7.v, we agree that the policy matrix should address critical 
bottlenecks, and we should try to minimize the use of process-oriented policy 
actions. At the same time, we should avoid generalizations that all process reforms 
are not critical or of low value. They often play an important role to ensure 



accomplishment of politically sensitive policy actions and their ultimate 
effectiveness.  
 
(ii) The DMF guidelines will be revised this year. In this context, we will review 
how to better integrate the policy matrix with the DMF.  
 
(iii) We agree that PBL should be based on solid analytical work and that this 
work must be adequately documented in the RRP. 
 
14. Recommendation 6: Strengthen the assessment of PBL design at 
program completion, including the justification for the PBL, the relevance of 
the policy reforms supported, the quality of the technical assistance, and the 
extent to which the policy actions were critical to the results.  
 
Management agrees. Integral to self-evaluation, we are keen to strengthen PCRs 
and to improve the feedback loop between PBL design, implementation and 
evaluation. As IED is currently responsible for both PCR guidelines and PCR 
training, we need to work with IED to implement this recommendation. As the 
report points out, there are different methodologies used across MDBs for 
evaluating PBLs at completion. As a first step, it might be useful to review our 
methodology to ensure that it follows best practice, including how to assess 
criticality of policy actions and contributions to achieving outcomes and results. At 
the same time, we should ensure effective implementation through adequate 
training and support.  
 
15. Recommendation 7: Strengthen the overall quality assurance 
mechanism for PBL in ADB.  
 
Management agrees. A number of measures are already under implementation.  
 
(i) We are strengthening measures for corporate wide quality assurance. 
Quality assurance is ultimately the responsibility of regional departments. Each 
department has established respective internal quality assurance processes. This 
is further reinforced by an interdepartmental review process where key central 
departments provide functional inputs and feedback. Since 2017, SPD has been 
taking a more proactive role in quality assurance. A “Cross-Departmental PBL 
Review Team” has recently been established to provide a more focused review of 
selected PBLs, and to support cross-departmental learning and sharing of PBL 
experiences. 
 
(ii) A coordinated ADB-wide effort is in progress to support different aspects 
of PBL training. Knowledge and experience on appropriate choice of modality is 
basic to PBL preparation. SPD is undertaking increased outreach, training, and 
support on ADB’s lending modalities (including PBLs). A new financing modality 
training was introduced in 2017, with specific sessions on PBL. More advanced 
PBL training and knowledge sharing sessions are under development and will be 
implemented. Sustainable Development and Climate Change Department sector 
and thematic teams are organizing specific sessions relevant to PBL operations. 
ERCD is updating analytical guidelines for strengthening analytical underpinnings 
for PBL operations.  
 



(iii) The suggestion to undertake a systematic review of PBL every three years 
mirrors what is being done at the World Bank. As the study points out, different 
institutions have different policies and practices for evaluating PBL, so this issue 
should be looked out more holistically. It is not clear why such review would focus 
only on PBL and exclude other financing modalities. We also need to ensure that 
ADB’s resources are spent in the most efficient way, and that we do not duplicate 
ongoing efforts. Perhaps such review work could be integrated in IED’s Annual 
Evaluation Review, Country Assistance Program Evaluations, or ADB’s Annual 
Portfolio Performance Review. We suggest that this recommendation be revisited 
during preparation of ADB’s new corporate evaluation policy (which will cover both 
independent and self-evaluation). 
 

 


