
Development Effectiveness Committee Meeting – 17 November 2011 
 

CHAIR’S SUMMARY 
 
Discussion Highlights 
 
I. 2010 Annual Portfolio Performance Report 
 
1. DEC discussed the 2010 Annual Portfolio Performance Report (APPR) prepared by 
Central Operations Services Office (COSO). The report provided the impetus for the approval of 
a performance framework and indicators for non-sovereign operations (NSO) portfolio. COSO 
staff perceived the APPR as complementary to the Development Effectiveness Review (DEfR), 
with the latter focused on outcomes and impact, and the APPR focused on inputs and outputs. 
COSO clarified that the APPR is neither an evaluation of the portfolio nor an assessment of 
quality at entry but an identification of portfolio trends and issues for operational departments to 
address within their country’s portfolio context. An agreed set of core performance indicators in 
their country procurement performance reviews is being developed with regional departments, 
which along with the NSO portfolio performance framework will be applied next year.    
 
2. IED welcomed the APPR and recommended further linkage to development 
effectiveness, greater attention to risk issues, and a more systematic analysis of external factors 
affecting the portfolio. DEC members agreed that more should be done to link the APPR to 
development effectiveness. COSO shared that for the next APPR report, they intend to dig 
deeper on issues identified in the DEfR as well as systemic risks and internal procedures.    
 
3. DEC members discussed the Committee’s role in reviewing the APPR. COSO indicated 
that the report used to be reviewed by DEC when it was produced by IED. It was also noted 
that, predating DEC, COSO prepared a similar report that was circulated to the Board. COSO 
assured the DEC that all members’ views would be communicated to Management. SPD opined 
that it was useful to review the APPR because the performance of project implementation had 
implications for development effectiveness.  
 
Content and recommendations 
 
4. DEC members remarked that the report was incisive in showing trends or changes in the 
portfolio but did not contain many recommendations that can be acted upon. Some DEC 
members also raised questions about the future format of APPRs given that the 2010 report 
used 2006 as a reference period. COSO explained that the year 2006 was used as a reference 
point in light of the organizational restructuring which occurred at that time. COSO indicated that 
discussions on the format of future APPRs were ongoing. Some DEC members asked COSO to 
share the scope of future APPRs once available and cautioned against duplication of the DEfR 
initiative. It was also suggested that it would be useful to have the next APPR ready at the same 
time as the DEfR. COSO informed the DEC that the 2011 APPR would be finalized by the end 
of the second quarter of 2012. 
 
5. There were suggestions from DEC members to improve on the presentation, particularly 
in disaggregating write-offs and write-downs, and explaining the reasons for the drop in 
approvals and for cancellations, as well as delineating between good and bad cancellations. 
COSO agreed with these suggestions and provided explanations on some cancellations which it 
considered positive.   
 



6. SERD staff acknowledged the value of APPR for regional departments. While the report 
did not have many recommendations one could disagree with, it contained practical suggestions 
and department- specific information that were useful in terms of strengthening focus on areas 
of portfolio management lagging behind. Some DEC members noted that while some parts of 
the report merely stated facts, the report also provided a snapshot of how the portfolio had 
changed. COSO also emphasized that the general approach in preparing the APPR was to 
provide operational departments an overview of their portfolio performance. Further analysis 
and interventions to improve performance were left to the regional departments to decide.  
 
7. DEC members expressed the view that the APPR should have focused beyond where 
ADB stands in terms of portfolio management by identifying areas of strengths and flagging 
areas that need further improvement. They also opined that with the introduction of the new 
project performance rating system, COSO would have access to useful information that could 
assist in the preparation of the next APPR.  

8. DEC members noted the improving quality of DMFs and the recommendations to 
improve DMF performance contained in the APPR, while acknowledging greater room for 
improvement.  
 
Cofinancing and other disbursements 
 
9. DEC noted that the portfolio in 2006 appeared better balanced compared to that of 2010 
and noted that loans seemed to be preferred to cofinancing and guarantees. It was also noted 
that across ADB there were multiple definitions pertaining to direct value added (DVA) 
cofinancing. COSO staff explained that the financial crisis reduced the capacity of commercial 
banks to engage in project financing; staff also agreed to work with OCO to resolve the 
definitional issue on DVA cofinancing.  
 
10. With regard to performance of non-sovereign operations, DEC noted that the increase 
was primarily in Group C countries. It also noted the low disbursement ratio in the sovereign 
energy sector. Members observed that 70 per cent of the portfolio was concentrated in five 
major member countries. COSO explained that the data was presented to highlight the 
importance of monitoring portfolio performance in those countries for portfolio risk management. 
 
II. Country Assistance Program Evaluation: The Maldives 
 
11. DEC members discussed the major issues identified in the report, namely project 
implementation delays, insufficient project preparation, unfamiliarity of implementing agency 
with ADB’s policies and procedures, lack of in-country presence, lack of coordination among 
ministries and with development partners, and ineffectiveness of advisory technical assistance.  
 
12. On the recommendation to widen consultative efforts during the formulation and 
implementation of sector strategies, DEC members noted a lack of buy-in by the government; 
given the on-going decentralization process in the Maldives, more consultation with local 
governments was required.   
 
13. Regarding the management response to IED's recommendation that ADB prepare 
capacity development strategies as part of overall sector support strategies, IED staff noted that 
there was such a strategy planned for the maritime sector, but none yet for the sectors of 
transport, power, small and medium enterprise development, and education, which were 
prospective areas of ADB’s engagement. IED staff also noted that ADB had engaged in nine 



sectors over the assessment period, and proposed that priority sectors be identified for 
engagement over an extended period of time.  
 
14. Given ADB’s limited resources, DEC members supported ADB’s focus on key sectors, 
including capacity development, and emphasized the need for coordination with other 
development partners. Members noted the vulnerability of small island states and their limited 
capacity to respond to disasters. DEC members also discussed issues in relation to tourism and 
climate change adaptation and mitigation in the Maldives.  
 
15. DEC discussed the recommendation to consider having a liaison office in the country or 
a permanent representative in the Sri Lanka Resident Mission. In terms of how to improve 
implementation, IED staff noted the approach taken in some of the Pacific islands where liaison 
offices had been established, which could be considered for the Maldives.  
 
16. SARD staff agreed with the recommendations which would serve to shape the 
succeeding interim country partnership strategy (CPS). SARD staff agreed that maintaining 
sector selectivity was important given the limited amount of financing and confirmed that ADB 
would focus on three key sectors and key priority areas of the government’s development plan 
where ADB had a comparative advantage.  
 
17. SARD staff supported the focus on capacity development since this was a critical 
constraint to development, and explained that the government had requested more support for 
the education sector and skills development given the high level of youth unemployment and the 
government’s intent to reduce reliance on expatriate labor.  
 
18. SARD staff emphasized that measures, including semi-annual portfolio review meetings, 
were underway to enhance project preparation and implementation and improve portfolio 
performance. These had improved project performance, and contract awards and disbursement 
ratios for Maldives had increased and were above ADB averages. In addition to increasing 
collaboration with development partners, SARD staff explained that public-private partnership 
approaches were being explored to leverage the capacity and financing available from the 
private sector in support of the Maldives’ own investment requirements. SARD staff also 
indicated that they were working to promote an environment conducive to private sector 
investment and had collaborated to support PSOD transactions.  
 
19. SARD staff disagreed with the rating of partly successful for the public sector 
management program. It did not fully reflect recent successes of ADB’s support and the 
government’s efforts at fiscal management and consolidation. It was noted that economic 
growth in the Maldives had rebounded to 10 per cent in 2010 from 6.5 per cent the previous 
year and that the fiscal deficit had narrowed progressively.  
 
IED Validation Report: Indonesia -- Country Strategy and Program 2006-2009, Final 
Review 
 
20. IED staff explained that the validation report should be considered in conjunction with 
the final review (FR). IED noted that two special evaluation studies on decentralization and 
multi-sector operations in Indonesia had been discussed in the DEC during 2010. IED validated 
the lessons in the FR but downgraded two of the ratings relating to strategic positioning and 
impact.  
 



21. SERD staff explained the process followed IED guidance on preparing CPS FRs noting 
that this was the first time a CPS FR validation had been prepared. It was noted that the IED 
report served as the validation of the CPS final review, it identified lessons and 
recommendations and provided inputs for the new CPS.  It constituted a useful tool for testing 
the robustness of self-evaluation. SERD staff provided the context, particularly the ongoing 
decentralization, behind the strategic positioning, and the background to the change in the 
results framework.  
 
22. DEC members supported the focus on public financial management reform and capacity 
development, and improved coordination with development partners over the long-term on a 
sustained basis. The reasons for changed government commitment to the original CPS strategy 
were discussed, especially from project to program lending. Some DEC members also raised 
questions on specific targets that were reviewed in the report. IED staff clarified that ratings 
were done according to not only the quantitative targets in the CPS FR results matrix but also 
qualitative information provided in the report. 
 
23. DEC members noted the considerable shift in use of program lending in Indonesia.  This 
was in contrast with the initial CPS focus. A considerable number of projects had been dropped 
and new programs added. While DEC recognized the need for flexibility and appreciated that a 
CPS should not be a static document, several members expressed concern about shifting 
targets mid-stream. This would seriously affect the process of self-evaluation. Progress being 
measured against targets that were different from the original targets was a troubling thought. 
While members appreciated management’s decision to significantly realign the program given 
the changes in the country context, they emphasized that any shifts in targets needed to be 
clearly explained.  
 
24. IED staff explained that the reason for downgrading the strategic positioning was the 
failure to anticipate the likelihood of the use of program lending modality, particularly so given 
the national development plan’s reform orientation and the government’s commitment to reform. 
SERD staff explained the rationale for the strategic positioning according to five criteria: (i) 
relevance to the country context and government development priorities; (ii) focus on selectivity 
in relation to Strategy 2020; (iii) long-term continuity; (iv) partnership and harmonization with 
development partners; and (v) the appropriateness of resources allocated based on the CPS 
results framework. Furthermore, SERD staff emphasized the need to focus on modalities which 
effectively support capacity development, have ownership over the agenda from the 
government, and ensure continuity of support for decentralization. 
 
Conclusion 
 
25. DEC welcomed the Annual Portfolio Performance Review Report for 2010 prepared by 
Management. Members noted with satisfaction that ADB was considerably more active in 
portfolio terms in 2010 compared to 2006 and the intervening years, and noted that the 
sovereign portfolio had risen by 35 per cent in terms of value since 2006. DEC members 
welcomed the improved disbursement ratios considering that it was a younger portfolio. 
Members noted that the structure of the portfolio had also changed with the share of finance 
coming down and infrastructure going up in terms of sectoral composition. In terms of products, 
loans had come down while cofinancing, equity investments, and guarantees had gone up. 
Members considered the report to be rich in facts but some considered that more analysis and 
recommendations following from the report would be useful to stakeholders. Given the fact that 
ADB was working with improved output and outcome indicators, a detailed analysis of the 
technical portfolio performance indicators would link up the APPR with the Development 



Effectiveness Review and provide a robust framework for improving ADB’s performance.  
 
26. DEC welcomed the first country assistance program evaluation for Maldives which 
assessed ADB’s partnership with the country since 1978. It noted with satisfaction the progress 
that the Maldives has made in attaining some of the best economic social and health indicators 
in South Asia and achieving middle-income status in January 2011. DEC members noted that 
while ADB support was assessed to be satisfactory in many sectors, it was only partly or less 
successful in public sector management, tsunami emergency and multi-sector support, and 
support for industry and trade. Members took into account management’s response that the 
government had initiated economic reforms in December 2009 and included many steps for 
improving public sector management including broadening the tax base and reducing economic 
subsidies. DEC noted that there was scope for improving the outcomes from technical advisory 
projects, pursuing sector selectivity and focusing on energy, transport, and small and medium 
enterprises, and reducing implementation delays. Furthermore, members encouraged staff to 
focus on what Maldives could do to take measures for adaptation to climate change.  
 
27. In the absence of a country assistance program evaluation for Indonesia, IED conducted 
a final review validation of the Country Strategy and Program 2006-2009, which the DEC 
welcomed. It noted that IED had disagreed with the CSP final review on strategic positioning 
assessment and development impact as satisfactory. Members recognized that Indonesia had 
gone through a challenging political and economic time during the CSP period of 2006-2009. 
Members agreed with the recommendation that ADB should be selective in terms of sectoral 
focus and devote special attention to capacity development at the local authorities’ level given 
the ongoing move towards decentralization in Indonesia. 
 
Any Other Business 
 
28. At the request of a member, DEC discussed the status of decentralization in ADB and 
agreed to hold further discussions at the next DEC meeting. 


