
 
 

DEC Meeting – 6 July 2011 (Chair’s Summary) 
 

Real-Time Evaluation: ADB’s Support to Developing Member Countries in Their 
Response to the Global Economic Crisis (IN.84-11) 

 
Discussion Highlights 
 
1. The Chair welcomed the new Development Effectiveness Committee (DEC) members: 
Executive Director Eduard Westreicher and Alternate Directors Andrew Collins and Hideo 
Fukushima. He acknowledged the importance of IED’s diligent work on its real-time evaluation 
of ADB’s response to the global economic crisis of 2008-2009. The study was conducted upon 
the Board’s request at a Budget Review Committee meeting. Draft findings were presented in 
March 2009 in evaluation consultative group meetings, which also fed into ADB Management 
papers and the Board review paper. 
 
2. Strategy and Policy Department (SPD) agreed that the evaluation study contained 
balanced findings and instructive insights on crisis response that could be useful for ADB 
member countries, including developing member countries (DMCs). The evaluation found 
ADB’s assistance to be relevant, responsive, and satisfactory in achieving program objectives 
and initial results. The report also found that: (i) ADB performed better compared to the 1997 
Asian financial crisis; (ii) appropriate instruments were applied; and (iii) these instruments could 
be improved further by formalizing and making them more flexible. The report also cited that 
ADB should respond in time to crisis and should have adequate resources.  

 
3. DEC members acknowledged Independent Evaluation Department (IED) for its candid 
analysis which showed that: (i) ADB was unable to provide assistance until the second half of 
2009 at which point the crisis had been averted and DMCs were on their way to recovery; (ii) 
countries most affected by the crisis received a lower share of additional ADB assistance 
compared to moderately affected and least affected countries; (iii) smaller DMCs most affected 
by the crisis received negative net transfer from ADB in 2009; and (iv) repayment period for the 
loans was short and in some cases disruptive. Some DEC members felt that the 
recommendations were not strong enough. It was also suggested that ADB should categorize 
DMCs on their proneness to external shocks, both economic and disaster-related.  

 
4. Discussions focused on five areas: (i) the effectiveness and timeliness of ADB’s 
response to the crisis; (ii) trade-off between crisis response operations and regular operations; 
(iii) Countercyclical Support Facility (CSF); (iv) Trade Finance Program (TFP); and (v) ADB’s 
macroeconomic and financial sector surveillance capacity.  
 
Effectiveness and timeliness of ADB’s response 
 
5. DEC acknowledged that ADB’s response may have been better compared to the 1997 
financial crisis but also noted IED’s findings that the response came rather late. Strategy, Policy 
and Interagency Relations Division (SPPI) opined that not only were many economists late in 
recognizing the crisis, the approval process for the CSF and other instruments also took time. 
SPPI assured DEC members delays could be avoided next time an economic/financial crisis 
occurs since the instruments were proposed to become part of ADB’s toolbox. While there are 
no facts to establish what would have happened without ADB’s intervention, it was commonly 
agreed that crises impact negatively on GDP, attainment of millennium development goals, long 
term poverty alleviation, and other related indicators.  
 
6. Examining further IED’s findings that ADB was efficient in its crisis response, DEC 
members inquired about ADB’s hindsight analysis and questioned why the growth in 
disbursements are disproportionately higher to countries least affected as opposed to those 



 
 

moderately and severely affected. IED felt that ADB should not be penalized for decisions taken 
since most of the instruments were not ready at that time. IED also asserted that lessons in 
hindsight were included in the recommendations, and that the “responsive” rating took into 
account not only the CSF but also the findings about the country case studies and the trade 
financing facility. 

 
7. Director, SPPI explained that ADB’s ability to respond to severely affected countries was 
limited, especially in small countries, because ADF’s resource allocation is bound by 
performance based allocation. Therefore, IED’s recommendation to create a crisis response 
window in ADF was well taken. In the case of Indonesia and Bangladesh, it may also be argued 
that these countries were not severely affected because ADB provided larger assistance along 
with other donors. Director, SPPI noted IED’s recommendation to mainstream CSF stating that 
ADB would be able to respond faster should a crisis occur.   
 
Trade-off between crisis response operations and normal operations 
 
8. DEC noted IED’s flagging of the issue that there is a trade-off between crisis response 
operations and regular operations and that three options are available to remain prepared for a 
crisis: (i) set aside a buffer capital in preparation for an imminent crisis within 4, 8 and 12 year’s 
time; (ii) rearrange current programs to address a crisis as it occurs; and (iii) approach 
shareholders to identify what resources can be made available in the event that a crisis is 
imminent. As to the latter option, it was stressed that ADB should have available options to 
increase its risk bearing capacity. DEC also noted Management’s non-committal position on the 
options presented by the report.  
 
9. A series of exchanges also delved on whether ADB has the mandate, relative strength, 
and capacity to provide crisis response. There was general agreement that crisis response is 
aligned with ADB’s development objectives given that economic crises have negative welfare 
ramifications for the poor. Some meeting participants opined that transfers are expectedly low 
because some DMCs contend with institutional constraints and have limited absorptive capacity 
to channel the money effectively. Some were also of the view that ADB should continuously 
engage DMCs in building social support systems and improving governance as a long term 
strategy to cushion the impact of a crisis whenever it occurs, and therefore avoid facing a trade-
off.  

 
10. Further discussion ensued regarding the acceptable amount of capital buffer to be set 
aside for crisis response. Senior Director, Office of Regional Economic Integration (OREI) 
opined that it would be difficult to contemplate an adequate buffer capital, stressing that the 
international norm is to find ways to prevent a crisis from happening. Examples given were the 
Chang Mai Initiative for Multilateralization and the European Financial Stability Fund (EFSF). 
Director, SPPI informed that the International Development Association (IDA) established a 
crisis response window of about $2 billion, accounting for about 10% of the IDA fund. It was also 
mentioned that a virtual window may also be created based on additional support from donors, 
which comes into play only during crisis thus avoiding the trade-off. Alternative models may also 
be explored with CSF and ADF where trade-off would not necessarily come into the picture. 

 
11. The DEC Chair pointed out that the option of reducing the equity-to-loan ratio (ELR) 
during a crisis was put forward for examination, which Management had not responded to. 
While this option could be adopted with the Board’s concurrence, the Managing Director 
General disclosed that its effect on ADB’s triple A rating posed as a deterrent. He also opined 
that despite having a generous general capital increase, the demand for ADB’s resources was 
so huge that it was doubtful that something could be set aside for a potential crisis. He indicated 
that Management favored resource mobilization/ financial engineering as the crisis occurs, as 
was the case in 2009.    



 
 

Countercyclical Support Facility (CSF) 
 
12. The DEC Chair noted that the selection criteria for the CSF were too generic in that 
nearly all OCR-eligible DMCs meet the requirements. Other DEC members agreed that there is 
a need for more rigorous assessment of: (i) the vulnerability of the DMC to the crisis; (ii) the 
ability of social protection systems to cope with the crisis; and, (iii) net resource transfers from 
ADB to the country. Management disclosed that out of 7 countries that applied for CSF, only 5 
were deemed eligible. Other indicators apart from the growth rate were also considered such 
as, trade, exports, and reliance on capital markets. IED explained that the lack of emphasis on 
the selection criteria in the report was due to IED’s consideration that said criteria may differ 
depending on the nature of the crisis. Some DEC members stressed that ADB should work 
towards refining the criteria in order to improve the identification of countries requiring 
assistance. 
 
13. On the issue of whether net resource transfers should be part of the CSF criteria, DEC 
observed that countries which have borrowed in the past would stand to benefit over others, 
which might not be a fair incentive. Management explained that net resource transfer is not the 
sole criterion and it was argued that the instrument is for budget support unlike a special 
program loan which addresses the balance of payments. IED added that net resource transfers 
also consider budget support from all donor repayments, and not only ADB.  

 
14. The DEC Chair sought clarification about: (i) the terms of the loan given to Bangladesh; 
(ii) the difference of opinion between the World Bank and ADB with regard to the Philippines; 
and (iii) why the report did not comment on the 200 points over LIBOR lending rate. On the first 
inquiry, it was explained that Bangladesh needed to borrow as an assurance, but the instrument 
was not flexible enough for the country to use it the way it wanted. With regard to the 
Philippines, it was explained that the differences of findings between the World Bank and ADB 
may have arisen from the fact that the joint program had two separate components with 
asymmetric progress. The World Bank may have assessed the progress of reforms on the 
energy sector while ADB focused on the fiscal side.  

 
15. Management explained that the 200 basis points approved by the Board was a judgment 
call made while not compromising the ELR. Moreover, IED explained that the 200 basis points 
spread was the pre-crisis market rate for US dollar denominated bonds from Asia. Apart from 
taking into account ADB’s risk-bearing capacity, the higher lending rate was also intended to 
manage the demand and appropriately ration limited CSF funds. The rate was also deemed as 
comparable with World Bank charges on similar loans. IED agreed that the report should have 
contained a paragraph on this matter.  

 
16. DEC also noted the evaluation study’s observations on the importance of social 
protection measures in times of crisis, stressing that the poor suffer the most in this scenario. 
DEC members encouraged Management to continue finding ways by which ADB could assist in 
deepening social protection measures. Senior Director, OREI shared that in Bangladesh’s case, 
the entire $500 million CSF loan went to social protection measures.   

 
Trade Finance Program (TFP) 

 
17. DEC raised two concerns about the recommendations pertaining to the TFP particularly 
on (i) whether the pricing was optimal and (ii) why Management decided not to take on board 
IED’s recommendation to study ADB’s additionality and the extent to which ADB is crowding out 
the private sector. With regard to the latter concern, Management stressed that while TFP’s 
development impact was emphasized as the object of a future study, all other issues including 
its post-crisis role are also being considered at this time. It was also found that the TFP pricing 
was determined to ensure that there is no crowding out. ADB’s additionality also comes by way 



 
 

of providing a guarantee where commercial banks are reluctant to enter into certain countries 
without such guarantee.  
 
ADB’s macroeconomic and financial sector surveillance capacity 
 
18. DEC inquired about the status of ADB’s macroeconomic and financial sector 
surveillance capacity and IED’s recommendation for ADB to improve coordination with other 
institutions during crises. While some opined that ADB’s commitment to the ASEAN 
Macroeconomic Research Office (AMRO) is sufficient, the Managing Director General was of 
the view that AMRO is still in its infancy and that ADB would be willing to scale down its 
involvement in time. However, he expressed that AMRO’s scope is within the ASEAN+3 region 
alone and there is a need to address other parts of Asia. He indicated that ADB should have the 
capacity to perform surveillance in-house and respond accordingly to demand from ADB 
members. It was also noted that ADB provides a nuanced regional perspective that member 
countries look for, which other institutions may not be able to provide. 
 
19. On a related note, it was mentioned that in-house expertise in ADB is very limited and 
knowledge outsourcing is frequently practiced. Senior Director, OREI noted that there is an 
abundance of knowledge generated within ADB but staff may not be aware of it, and that larger 
departments should package knowledge products to make them more accessible to sector 
specialists. The DEC Chair expressed that it would be interesting to conduct a review on the 
volume of outsourcing in ADB, particularly in knowledge products as compared with the World 
Bank.    
 
Conclusion 
 
20. DEC welcomed the real-time evaluation of ADB’s response to the global economic crisis 
of 2008-2009. It noted with satisfaction ADB’s capability to assist member countries in coping 
with the crisis and contributing to the region’s fast recovery. It noted that the general capital 
increase had been timely and had allowed the ADB to assist member countries while 
simultaneously augmenting its income position.  
 
21. DEC members noted the trade-off between ADB’s regular lending operations and its 
ability to assist countries in times of crisis. DEC urged Management to examine various options 
including creating a temporary callable capital as well as flexibility in prudential rules, if 
appropriate. It noted difficulties in the context of ADF grant-only countries where augmenting 
grant assistance in times of a crisis is constrained by performance-based allocation. Some 
members expressed preference for having flexibility in the tenure and the amount of 
disbursement of crisis support funds. 
 
22. DEC also stressed the importance of developing in-house capacity for macroeconomic 
and financial sector surveillance on top of ongoing efforts to bolster parallel initiatives by other 
regional organizations such as the ASEAN. 
 


