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EXECUTIVE SUMMARY 
 

Despite a general trend to higher numbers of projects being rated successful or better 
over the past few years, issues of project performance and project quality continue to arise on 
projects funded by the Asian Development Bank (ADB). In order to better understand why this 
happens, a business practices study was undertaken to look at project performance within a 
structured framework—the sequence of events between the formulation of a country partnership 
strategy and the ultimate completion and evaluation of an approved project or program. 
This sequence is normally referred to as the project cycle. In designing the study, it was thought 
that looking at the problems of project performance and project quality in the context of specific 
activities undertaken during various stages of the project cycle, as well as the individuals and 
agencies responsible for undertaking them, would cast new light on the reasons why about 30% 
of ADB’s project portfolio is rated less than successful during the evaluation phase. 
 
 The methodology used for the study was based on pooling together documented past 
evaluations of project performance carried out by operations departments themselves. 
Emerging findings were vetted with the current experiences of individuals engaged in project 
identification, preparation, approval, implementation, and evaluation activities. These findings 
were further verified with recent data either from published reports or the Operations Evaluation 
Department database. The study was, thus, implemented through three distinct steps: 
(i) a retrospective analysis based on available documentation, consisting of an in-depth review 
of all 75 project completion reports (PCRs) for projects rated less than successful for the  
5-year period 2002–2006. Emerging findings were compared with (i) a review of PCRs of 
40 projects rated successful during the same period; (ii) a real-time analysis based on 
interviews with, and questionnaires answered by, persons directly engaged in activities within 
the project cycle, including ADB staff, staff of borrower agencies, and third-party individuals 
such as consultants; and (iii) a synthesis of the first two steps based on the findings of both 
analyses and subsequent verification by reference to published data. 
 
 The retrospective analysis was able to determine 17 common factors which affected 
project success. These were (in the order in which they occur in the project cycle): 
(i) questionable relevance and selection of the original project proposal; (ii) use of the wrong 
modality; (iii) overambitious scope; (iv) inadequate technical analysis or inappropriate project 
design; (v) inappropriate or inadequate social design; (vi) deficient capacity-building and 
ownership measures; (vii) inappropriate or unclear implementation arrangements; (viii) less than 
rigorous ADB internal review; (ix) initial project start-up issues and delays; (x) insufficient 
knowledge of ADB procedures by executing agencies (EAs) and implementing agencies; 
(xi) insufficient or deficient supervision by ADB during project implementation; (xii) poor 
consultant performance during implementation; (xiii) poor contractor performance during 
implementation; (xiv) problems with suppliers of equipment; (xv) problems with client ownership 
or competence during implementation; (xvi) unforeseeable institutional, socioeconomic, political, 
or environmental factors; and (xvii) unforeseeable technical factors. The most frequently 
occurring of these factors were deficient capacity-building and ownership measures during 
project design, insufficient or deficient supervision by ADB during project implementation, less 
than rigorous ADB internal review, and inadequate technical analysis or inappropriate project 
design. 
 
 The relevance of these factors was then verified through a literature review and through 
interviews with knowledgeable individuals involved in the project cycle. 
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 On the basis of these factors, key steps in the project cycle were then identified, along 
with the key persons involved in the various steps of the project cycle (i.e., project identification, 
preparation, approval, implementation, and evaluation). From the analysis it became clear that 
the persons responsible for ensuring project success within ADB, within developing member 
country (DMC) borrower agencies, and among third parties include:  
 

(i) On the part of ADB: (a) programs and/or country economists, (b) project team 
leaders, (c) safeguard evaluation specialists and legal specialists, (d) project 
implementation officers and project administration unit (PAU) heads, and 
(e) country and project directors. 

(ii) On the part of DMC borrowers: staff of borrower planning and finance agencies, 
and staff of EAs and implementing agencies. 

(iii) On the part of third parties: staff consultants, implementation consultants, and 
consultants hired to prepare projects under project preparatory technical 
assistance (PPTA). 

 
Among these individuals, the most critical within ADB are the project team leaders, 

the project implementation officers, and PAU heads who have a crucial role in the identification, 
preparation, approval, and implementation of projects. Key participants outside ADB include 
DMC EA staff, who are ultimately responsible for implementing projects. But, importantly, 
possibly the most critical and crucial step of the project cycle—the preparation of project 
proposals for ADB funding—is undertaken by a third party, the PPTA consultants.  
 

The real-time analysis part of the study entailed looking at the project cycle and 
the 17 factors affecting project quality through the eyes of key participants in the project cycle 
(identified in the exercise described above). These included the staff of DMC planning agencies 
and EAs, as well as current and past ADB project team leaders, project implementation officers, 
PAU heads, country directors, and programs economists. The interviews with these key 
informants built upon the findings of the retrospective review of the PCRs and other documents, 
and allowed an insight into how current business practices affect project performance. 
The anecdotal feedback provided was then checked against available reports and data to 
ascertain its credibility and reliability.  
 

The following main findings were made for each stage of the project cycle: 
 

1. Identification Stage 
 

(i) A greater degree of sector work is needed in order to ensure the 
relevance and priority of projects placed in country programs (35% of 
partly successful and unsuccessful projects analyzed were considered 
less relevant or not relevant). 

(ii) The new processing procedures entailing a technical assistance (TA) 
concept clearance phase are well intentioned but are not likely to have 
the desired impact of a full and early review unless it is possible for 
project team leaders to familiarize themselves with the project proposal 
and the EA which will implement it prior to preparing the concept paper.  

(iii) The critical and crucial step of PPTA fact finding (during which the project 
scope is initially formulated and the terms of reference and budget for the 
PPTA consultants are prepared and it is where the lessons would be 
considered and incorporated) needs more attention. 
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 2. Preparation Stage 

 
(i) Despite a continuously increasing list of issues and responsibilities to be 

addressed during project preparation, there has not been a concomitant 
increase in the funding provided for PPTA consultants in order to address 
them. Over the past decade, there has, on the contrary, been a decline in 
the share of resources provided for project preparation, despite the fact 
that this is arguably the most important step in the whole project cycle 
with regard to project quality at entry and subsequent project 
performance. The real issue is not an overall shortage of funding but the 
allocation of resources among PPTA, advisory TA, and regional TA 
projects. PPTA projects have consistently received only 20% to 25% of 
the overall TA budget. In addition, new restrictive procedures for the 
recruitment of consultants have, reportedly, reduced the quality of the 
consulting firms expressing interest in, and being contracted to prepare, 
ADB’s approximately $5 billion–$7 billion worth of projects approved 
annually.  

(ii) While the New Business Processes (NBP) of 2002 envisaged greater 
input on the part of the project team leader and the project team during 
the project preparation phase, team leaders say this has not happened. 
Current business practices and restrictions on the travel budget limit the 
amount of time the project team leader can spend working with, and 
supervising, the PPTA consulting team. Moreover, firsthand reports from 
project team leaders indicate that due to a number of structural factors 
the concept of project teams is not working as had been envisaged under 
the NBP of 2002, and that quite a few project team leaders are working 
mostly on their own, sometimes with the assistance of staff consultants. 

 
3. Approval Stage 
 

(i) The internal review process is not working as effectively as it should. 
Flaws in project design are often not detected by the process, which is 
seen as too procedural and not sufficiently analytical. 

(ii) Readiness filters are well-intentioned but are not likely to make a material 
difference to project quality since they are likely to only shift delays in 
implementation to an earlier stage (prior to Board approval) rather than 
resolve the fundamental issues. 

 
 4. Implementation Stage 

 
(i) Significant delays occur during the inception phase between loan 

approval and project implementation start up. The causes of these delays 
are diverse but have yet to be fully investigated and analyzed. 
Nonetheless, simple but concrete suggestions for alleviating them were 
received during the Study. These include (a) the use of project start-up 
consultants as a matter of routine; and (b) allowing a small percentage of 
the loan amount to be disbursed after loan signing, but prior to loan 
effectiveness, in order to provide start-up funding to the EA. 

(ii) Repeated recommendations (starting as early as the Task Force on 
Improving Project Quality in 1994) that project implementation supervision 



 

 

vi 

should be given the same importance and status as project preparation 
remains unfulfilled. Future project quality, thus, faces the possibility of 
decline. 

 
 5. Evaluation Stage 

 
Key informants raised the issue that it was not always evident that the results of 

evaluations themselves and the reviews of evaluations were acted on adequately by ADB. This 
is reflected in the fact that many of the issues raised in this study were already raised 14 years 
ago in the report of the Task Force on Improving Project Quality. While some steps were taken, 
the increasing demands without a concomitant increase in resources have resulted in problems 
not being resolved. 
 
Conclusion 
 

This SES is one of the many initiatives taken by the ADB over the years to improve 
project performance. The distinctive feature of this report is that the analysis is based on 
"internal" feedback from the operational staff, and is in line with the ADB's new emphasis on 
improved corporate knowledge management for enhanced development effectiveness. Many 
suggestions ensue directly or indirectly from the analysis in the report. These should be usefully 
considered for further studies and possible implementation.  

  
 
Issues and Recommendations 
 

Three issues were identified for consideration by the Board and Management. These are 
(i) the overloading of the project team leader, (ii) budgetary support not commensurate with 
expanding PPTA scope, and (iii) need for greater project supervision to avoid implementation 
delays.  

 
1. Overloading of the Project Team Leader  
 

 Issue. The project team leader is a key figure during project identification, preparation, 
approval, and implementation. As the key individual involved in formulating projects, supervising 
PPTA projects, preparing the report and recommendation of the President, and shepherding 
project proposals through the internal review process, the responsibilities of the project team 
leader have always been challenging. However, over time the role and duties of the project 
team leader have grown to such an extent that this may have a negative effect on project quality 
and future project performance. The responsibilities are now well beyond the technical 
capabilities of any one individual. The current system of teamwork may not be mitigating the 
project team leaders’ burden. 
 

Recommendation. Project teams have been less than effective in adequately 
supporting the project team leaders. Management should continue to explore modalities for 
strengthening team work (including through appropriate incentives) to have better burden 
sharing in teams. 

 
2. Budgetary Support not Commensurate with Expanding PPTA Scope  
 

 Issue. The scope of PPTAs has been expanding over time to sometimes include even 
preparation of the draft RRP. However, PPTA budgets have not changed as much. 
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Management’s initiative in the Work Plan and Budget Framework 2006–2008 to increase PPTA 
to 40% of the TA portfolio was very appropriate. However, the actual figures for 2006 and 2007 
do not reflect this intention. The TA budget allocated to PPTA went up marginally to 25% in 
2006 (from 22% in 2005) but dropped to 17% in 2007, the lowest level in the past 11 years. 
Hence, Management’s well-intended goal has yet to be achieved.   
 

Recommendation. Management should review PPTA funding requirements in light of 
the current and future scope of PPTAs and ensure the necessary PPTA funds.  
 

3. Need for Greater Project Supervision to Avoid Implementation Delays 
 
Issue. Adequate supervision of ADB projects during the project implementation phase is 

very important in influencing ultimate project success. It is during this phase that all of the 
accumulated shortcomings in project design are manifested and are further accentuated by a 
number of other factors generic to this phase of the project cycle. Despite this, the number of 
professional staff days devoted to implementation review missions dropped by 36% between 
1998 and 2005. This drop may be compensated to some extent by the implementation functions 
undertaken by national staff in resident missions for delegated projects which account for about 
a third of all active projects. Nevertheless, implementation delays have not reduced over the 
years.  
 

Recommendation. Current resource allocation for project implementation supervision 
should be reexamined for adequacy. Start-up delay, which is a common feature for most 
projects, should receive special attention, and adequate resources should be made available 
including thorough flexible use of TA and loan funds and/or greater internal human resource 
allocation. 

 
 

H. Satish Rao 
Director General  
Operations Evaluation Department 

 



 

 

I. INTRODUCTION AND BACKGROUND 

1. Over the past years, there has been an improvement in Asian Development Bank’s 
(ADB) projects being rated successful in both project completion reports (PCRs) and project 
evaluation reports (PPERs). Nonetheless, around 30% of projects continue to receive lower 
ratings. There is a danger that the improved performance may not be sustained, particularly 
given the very significant increase in the volume of approvals in recent years. In an effort to 
promote a better understanding of why problems of project performance occur and how these 
can be avoided, the 2006 annual evaluation review (AER) recommended that “Operations 
Evaluation Department (OED) should undertake further work to identify factors that influence 
project success and ultimately country outcomes.”1  
 
2. Two further recent reports, one by OED and one by Management, have also raised 
issues with regard to business practices and project performance. The special evaluation study 
(SES) on the performance of technical assistance (TA SES)2 noted that the formulation of 
project preparatory technical assistance (PPTA) is often rushed, underfunded, and 
underresourced in terms of expertise. Moreover, the study noted that once PPTA grants are 
approved, the selection of consultants to implement them is undertaken by less than optimal 
methods, and the selected consultants do not receive the level of supervision that is merited, 
given the importance of this particular step in project formulation. The second study, the Report 
to Management on the Quality-at-Entry of ADB Projects and Country Strategies Approved 
2004–20053 also identified some areas where project preparation could be improved. 
Of particular concern was the fact that only 55% of the projects reviewed by the study had 
implementation arrangements considered to be satisfactory or better. The quality of 
implementation arrangements is, of course, a key factor in determining project success. 
 
3. Within this context, this present SES was designed to cast further light on the issue of 
project performance and the factors which affect it. The focus of the study is on business 
practices as they relate to project performance. Because business practices and changes in 
business practices can have unintended consequences which impact both positively and 
negatively on project performance, it is particularly important to understand the context in which 
they operate and in which changes are made.4   
 
4. To provide a logical analytical approach, a decision was made to focus on the project 
cycle5 in order to determine (i) at which stages of the project cycle project performance was 
affected, and (ii) in what ways it was affected. This then allowed an analysis of which particular 
factors are important at various stages of the cycle. Once the critical factors at each stage were 
identified, the study team had an initial basis upon which to analyze and assess them, since the 
persons (ADB staff, borrower personnel, or third parties such as consultants and contractors) 
or agencies involved at the various stages of the project cycle are known. This analysis also 
allowed an identification of the persons and agencies involved at each particular critical stage 
and, thus, provided a guide to analyzing the role of key individuals in the project cycle.  
 

                                                 
1  ADB. 2007. 2006 Annual Evaluation Review. Manila. 
2   ADB. 2007. Performance of Technical Assistance. Manila. 
3   ADB. 2006. Report to Management on the Quality-at-Entry of ADB Projects and Country Strategies Approved 

2004–2005. Manila. 
4  The importance of evaluating business practices and the impact of changes to them is highlighted in Appendix 1. 
5 The project cycle is the sequence of steps within ADB’s business practices leading from country partnership 

strategy (CPS) formulation through the preparation of a project proposal, its internal review and approval, 
the implementation of a project itself, and its eventual evaluation after completion. 
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5. Over the years many recommendations on measures to improve project performance 
have been made through various reports. However, while progress has been made, the same, 
or similar, diagnoses continue to be made repeatedly—for example, the report of the Task 
Force on Improving Project Quality (TFIPQ)6 and the TA SES, as well as PCRs, PPERs, AERs, 
and, more recently, sector assistance program evaluations and country assistance program 
evaluations. Obviously, if the same diagnoses and recommendations are repeatedly made over 
many years, there must be some reason why they are not being implemented. The premise of 
this SES is that if these recommendations and past lessons are more carefully analyzed 
following a logical and strategic pattern (i.e., the project cycle), and targeted at the key 
individuals who must implement them, then they may be better understood and have a greater 
impact on project performance.  
 
6. This study, thus, looks at the business practices of ADB from a diagnostic point of view 
in order to determine (i) where and when factors which are known to affect project success and 
ultimate country outcomes come into play; (ii) who is involved in ensuring that projects do 
succeed, and when their input is most needed; (iii) why it is important to understand the factors 
and processes involved; and (iv) what are the implications of recent initiatives to improve project 
quality. The SES includes both a retrospective and real-time analysis of what affects project 
performance to better inform likely future project performance. 
 

II. METHODOLOGY 

A. Overview 

7. The methodology used for the SES (see Appendix 2) was based on linking documented 
past evaluations of project performance with the current experiences of individuals engaged in 
project identification, preparation, approval, implementation, and evaluation activities, and then 
verifying these findings with recent data, either from reports or the OED database. The study 
was implemented in three steps: (i) a retrospective analysis based on available documentation,  
(ii) a real-time analysis based on interviews and questionnaires, and (iii) a synthesis of the first 
two steps. 
 
B. Retrospective Analysis 

8. The retrospective analysis consisted of a review of 75 PCRs for all projects which had 
been rated unsuccessful or partly successful between 2002 and 2006, and a sample of 40, 
for the same period, which had been rated successful. The 75 PCRs of the partly successful 
and unsuccessful projects represent about 30% of the total number of PCRs prepared in those 
years. The PCRs of successful projects comprised 40 randomly selected PCRs from the same 
period.7  
 
9. The PCRs of projects rated less than successful were analyzed to determine which 
factors had caused their performance (directly based on the actual observations of operational 
staff, as reflected in the PCRs). The PCRs of successful projects were then also analyzed to 

                                                 
6  ADB. 1994. Report of the Task Force on Improving Project Quality. Manila. See Appendix 9. 
7  A list of the PCRs reviewed is provided in Appendix 3. Less than successful projects reviewed were approved 

between 1985 and 2001, although a large proportion (83%) was approved between 1992 and 1998. Likewise, 
successful projects were approved between 1989 and 2002, but as many as 73% were approved between 1992 
and 1998. Thus, in terms of time slice, there is a lot of overlap between the two groups of projects. Further, 
the study captures the business practices mostly of the 1992–1998 period and relates to only sovereign operations 
of ADB.  
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provide a counterpoint to these observations. The identified factors were then checked with 
other evaluation studies to verify the findings. A further analysis was then undertaken of where 
in the project cycle these factors come into play. Once this was done, it was possible to identify 
the agencies and staff positions (within ADB, within partner developing member country [DMC] 
governments, and among third parties—i.e., consultants, contractors, and suppliers) that play a 
major role in determining the quality of project performance.  
 
C. Real-Time Study 

10. The real-time study was based on questionnaires and interviews with key informants in 
selected DMC governments (Indonesia, Philippines, and Sri Lanka) and ADB staff. 
These questionnaires and interviews were used to confirm the findings of the retrospective 
study and as real-time input into the study. In this way, the findings of the retrospective PCR 
analysis were verified, updated, and expanded by questionnaires and in-depth interviews with 
key informants from the perspective of the DMCs and of ADB staff.   
 
D. Verification and Consolidation 

11. The results of the real-time study yielded a range of diverse views and perceptions, 
some of which dealt with specific situations and some of which were generic. To test the 
accurateness of these perceptions, they were checked against published reports or information 
available in OED databases. The results were consolidated into a series of conclusions 
reflecting verified perceptions of the factors affecting project performance at each stage of the 
project cycle. 
 
E. Limitations of the Study 
 
12. The study has both strengths and weaknesses. The first strength is that it is based upon 
an analysis of PCRs, which are documents prepared by sector divisions themselves and, thus, 
the findings are likely to be accepted as more realistic and credible. Moreover, the PCRs of 
partly successful and unsuccessful projects cover all such PCRs for 2002 to 2006 rather than 
being a sample.8 
 
13. The second strength is the fact that more than 60 people who are directly involved in 
project operations were consulted. During the real-time study, a broad range of informants 
actively involved in project identification, preparation, approval, implementation, and evaluation 
were interviewed one-on-one. These included project team leaders, project administration unit 
(PAU) heads, country economists, international and national resident mission staff, 
representatives of DMC executing agencies (EAs), and project preparation and implementation 
consultants. The commonalities identified from the interviews of a large number of highly 
experienced individuals can be assessed as having a firm grounding in reality. 
 
14. During the third stage of the study (the verification of the findings of both the 
retrospective and real-time studies with quantitative data) it was difficult to be as quantitative as 
might have been desired. In large part, much of the data required to provide quantitative 
verification either does not exist or is difficult to source. For example, it is not easy to readily find 
credible quantitative data on the turnover of project team leaders. 
                                                 
8 There is, however, still a bias. During the period under study, the loan portfolios in both Indonesia and 

the Philippines were being rationalized; thus, a significant number of projects were being closed. This accounts to 
some extent for the greater number of partly successful and unsuccessful projects from these two countries 
covered by the study. 



 

 

4 

 
III. RETROSPECTIVE ANALYSIS—FACTORS AFFECTING PROJECT PERFORMANCE 

A. What Are the Factors Influencing Success? 

15. The analysis of 75 PCRs that rated projects unsuccessful or partly successful identified 
17 reasons which contribute to projects being so rated. These are  

(i) questionable relevance and selection of the original project proposal;  
(ii) use of the wrong modality;  
(iii) overambitious scope;  
(iv) inadequate technical analysis or inappropriate project design;  
(v) inappropriate or inadequate social design;9  
(vi) deficient capacity-building and ownership measures;  
(vii) inappropriate or unclear implementation arrangements;  
(viii) less than rigorous ADB internal review;  
(ix) initial project start-up issues and delays;  
(x) insufficient knowledge of ADB procedures by EAs and implementing agencies 

(IAs);  
(xi) insufficient or deficient supervision by ADB during implementation;  
(xii) poor consultant performance during implementation;  
(xiii) poor contractor performance during implementation;  
(xiv) problems with suppliers of equipment;  
(xv) problems with client ownership or competence during implementation;  
(xvi) unforeseeable institutional, socioeconomic, political, or environmental factors; 

and  
(xvii) unforeseeable technical factors.  

 
16. These 17 reasons were confirmed through reviews of other evaluation documents, and, 
subsequently, through interviews with DMC staff experienced with ADB projects and through 
interviews with ADB operational staff. Each factor is discussed in detail in Appendix 4. 
 
17. Further analysis was undertaken to determine the frequency with which each factor 
occurred. The results of this analysis are given in Appendix 5 and are shown graphically in 
Figure 1. 

                                                 
9 Social design covers the measures which have been included to take into account the social context within which 

the project will be implemented and operate. It includes both social and environmental safeguards, as well as 
special features such as measures to mobilize beneficiaries and inform the general public of the project and its 
intentions.   
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Figure 1: Frequency with Which Factors Affecting Project Success Occur in 
Projects Rated Less than Successful and Successful  

Reasons for Partly Successful or Unsuccessful Ratings

0 10 20 30 40 50 60 70 80 90

Unforeseeable  Technical Problems

Unforeseeable Institutional, Political, Socioeconomic, or
Environmental Factors

Problems w ith Client Ow nership or Competence During
Implementation

Problems w ith Suppliers of Equipment

Poor Contractor Performance During  Implementation

Poor Consultant Performance During Implementation

Insufficient or Deficient Supervision by ADB During
Implementation

Insuff icient Know ledge of ADB Procedures by EA or IA

Initial Project Start-Up Issues and Delays

Less-Than-Rigorous Internal Review

Inappropriate or Unclear Implementation Arrangements

Deficient Capacity and Ow nership Building Measures

Inadequate or Inappropriate Social Design

Inadequate Technical Analysis or Inappropriate Technical
Design 

Overambitious Project or Program Scope

Wrong Modality

Questionable Relevance and Selection

Percentage

Frequency Among Less-Than-Successful Projects  (% of Partly Successful and Unsuccessful Projects Review ed)

Frequency Among Successful Projects (% of Successful Projects Review ed)

ADB = Asian Development Bank, EA = executing agency, IA = implementing agency,  
 Source: Operations Evaluation Mission Analysis of project completion reports.  

 
18. Several important findings emerged from this exercise. First, it became clear that many 
of the factors are interrelated and act in concert. For example, inappropriate or unclear 
implementation arrangements could lead to a lack of ownership, which in turn would lead to 
start-up delays and problems with competence during implementation. Similarly, deficient or 
insufficient supervision by ADB during implementation could lead to a lack of knowledge of ADB 
procedures on the part of the EA, which in turn could lead to poor contractor or consultant 
performance. 
 
19. Second, a review of the PCRs showed that projects rated partly successful and 
unsuccessful often experience a series of negative impacts which affect project design and 
implementation. In other words, it is often not one isolated factor that simply derails a project, 
but a series of multiple hazards that are perpetuated during the processing or implementation 
stages. The same problems facing successful projects tend to be resolved during either the 
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processing or implementation phase. The life of an unsuccessful or partly successful project, in 
contrast, not only has a series of factors detracting from the initial design, but may include 
problems that have remained neglected during the processing phase and become chronic. 
Furthermore, there is a real possibility that remedial measures themselves may have been ill-
prepared, ad hoc, or simply ineffective. This, then, destines the project to being a partial or total 
failure. 
 
20. Third, most of these factors are within the control of ADB and the borrower. The fact that 
67% of the partly successful and unsuccessful projects and 43% of successful projects had not 
been adequately reviewed reflects a deficient internal review mechanism which can be 
remedied. Similarly, measures can be taken to improve technical design, social design, the 
capacity assessment of EAs, and the degree of post-approval supervision provided by ADB. 
In reality, the only factors which are beyond the control of ADB and its DMC borrowers are 
(i) unforeseeable events such as economic crises, natural disasters, or political upheaval, which 
affected 45% of the less than successful projects reviewed and 10% of successful projects; and 
(ii) unforeseeable technical problems, which affected 11% of the less than successful projects 
and 13% of successful projects. Moreover, with improved business practices such as adequate 
ADB supervision, along with EA ownership and competence, many of these unexpected 
problems could likely have been resolved or their impacts mitigated, thereby increasing the 
proportion of successful and highly successful projects.   
 
21. This is confirmed by the analysis of the PCRs of successful projects, which noted the 
prevalence, in many cases, of the same factors affecting less than successful projects. The 
main difference was that a proactive effort to resolve them resulted in the projects eventually 
being successfully implemented. For example, projects rated as successful actually had the 
same rate of start-up problems and delays as the partly successful and unsuccessful projects, 
but due to greater levels of EA ownership and ADB supervision, these problems were overcome 
and the projects were ultimately successfully implemented. Thus, if the appropriate effort and 
resources are provided, a significant improvement in the quality of projects and their level of 
success is achievable. 
 
22. Fourth, there is a continuum between projects rated unsuccessful, and those rated 
successful or highly successful. In fact, at the margin, it is a subjective judgment as to whether a 
project is rated as successful or unsuccessful. A project which is evaluated as successful by 
one evaluator could equally well be rated partially successful by another. Since the same 17 
factors apply in both cases, an understanding of the 17 factors is, thus, a valuable perspective 
in enhancing performance and ensuring the success of all types of projects in all types of 
situations.  
 
23. Lastly, the analysis indicated one possible reason for a sectoral bias among successful 
versus less than successful projects. The review of the PCRs suggested that the nature of the 
project output influences the ultimate verdict of it being considered successful or not. 
Infrastructure projects are generally considered successful at the PCR stage if they are 
physically completed even with significant cost and time overruns. The outputs of service 
delivery, policy-oriented, or financial reform projects and programs, on the other hand, often 
have much less tangible outputs and thus projects in such sectors are prone to being 
considered less than successful since physical achievements can not be readily seen. In 
addition, it tends to take time for the positive impacts of such projects to accrue and, thus, some 
of the positive outcomes may not be captured at the time of PCR preparation. 
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B. Where Do Factors Influencing Success Occur in the Project Cycle? 

24. An analysis of the 17 factors affecting quality illustrates that they occur at specific points 
in the project cycle (Appendix 5). Understanding where the 17 factors come into play within the 
project cycle is important in formulating business practices and determining measures to 
improve project performance.  

 
25. In order to link the project cycle with ADB’s business practices and the 17 factors 
identified as affecting project performance, the study team prepared an amplified project cycle 
diagram—that is, beyond the standard five steps of identification, preparation, approval, 
implementation, and evaluation. Each of these five main steps was broken down into 
component activities based on the current Operations Manual (OM), resulting in 13 discrete 
activities which follow ADB’s current business practices. The amplified project cycle is shown in 
Figure 2.  
 

 
Figure 2: Amplified Project Cycle  

Identification

Preparation

Implementation

Evaluation 

Country 
Partnership 
Strategy

PPTA Fact 
Finding

Loan Concept 
Clearance

Loan Fact 
Finding 
(optional)Approval

Internal Review by ADB and  
Borrower including MRM, 
appraisal and SRC

Inception

Pre-Mid Term 
Review Activities

Post-Midterm 
Review Activities 

Post Project 
Review

TA Concept 
Clearance

PPTA 
Implemenation

Loan 
Negotiations

Midterm Review

 
ADB = Asian Development Bank, MRM = Management Review Meeting, PPTA = project preparatory technical assistance,  
SRC = Staff Review Committee, TA = technical assistance. 
Sources: ADB’s website and operations evaluation mission analysis. 

 
26. An analysis was then undertaken to determine which particular factors affecting 
performance were important at which particular stages of the project cycle and during which key 
activities. The findings of this exercise were reviewed and further developed during country 
consultations and interviews with key informants. The result is the matrix shown in Appendix 6. 
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27. This shows that the critical factors to be addressed to enhance project performance at 
each stage are as follows: 
 

(i) At project identification stage: 
(a) country context and the relevance of the proposed project of program 

intervention,  
(b) modality to be used,  
(c) proposed project or program scope, and  
(d) social design requirements based on the envisaged social impact and 

safeguard considerations.  
(ii) At project preparation: 

(a) project or program scope,  
(b) technical analysis and design,  
(c) social design,  
(d) capacity-building and ownership measures,  
(e) implementation arrangements, and  
(f) start-up arrangements. 

(iii) At approval stage: 
(a) thorough internal review,  
(b) appropriateness of the social design,  
(c) capacity-building and ownership measures,  
(d) implementation arrangements, and  
(e) start-up arrangements.  

(iv) At implementation stage: 
(a) start-up arrangements; 
(b) knowledge of ADB procedures by the EA; 
(c) degree of supervision by ADB; 
(d) performance of consultants, contractors, and suppliers; and  
(e) level of client ownership and competence. In addition, attention must be 

paid by ADB, the borrower, and its EA to events or technical problems 
which are beyond their control but affect the outcome of the project or 
program.  

(v) During the evaluation period. The most important factor is the ability of ADB 
and the EA to learn lessons. 

 
C. Who is Responsible for ensuring that the Factors Influencing Success are 

Addressed? 

28. Answering this involved a two-stage process: (i) the main participants in each stage of 
the project cycle were identified (Appendix 7), and (ii) the critical factors for each stage were 
aligned with the participants primarily responsible for that particular stage (Appendix 8).  
 
29. The results showed that the main participants are the programs economists, project 
team leaders, PPTA consultants, project implementation officers, PAU heads, and EA 
headquarters and field staff. Lesser (but still important) levels of responsibility are attributed to 
the borrower’s financing and planning agencies and ADB’s technical, safeguard, evaluation, 
procurement, and legal specialists. Project and country directors play a special and essential 
role in providing guidance, direction, and support to programs economists, project team leaders, 
PAU heads, and project implementation officers. In terms of specific links to the 17 project 
performance factors, the main responsibilities are as follows: 
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(i) through their role in the country partnership strategy (CPS), programs and 
country economists are directly responsible for ensuring relevance and priority, 
and appropriate modalities; 

(ii) throughout the identification, preparation, approval, and implementation stages, 
project team leaders are primarily responsible for ensuring (a) relevance and 
priority, (b) appropriate lending modality, (c) appropriate project or program 
scope, (d) adequate technical design and analysis, (e) appropriate social design, 
(f) formulation of effective capacity-building and ownership measures, 
(g) formulation of appropriate and workable implementation arrangements, 
(h) formulation of workable start-up arrangements, (i) adequate knowledge of 
ADB procedures on the part of the EA, and (j) the incorporation of lessons 
learned; 

(iii) during the PPTA implementation stage, PPTA consultants are responsible for 
ensuring (a) relevance and priority, (b) appropriate modality, (c) reasonable 
project or program scope, (d) adequate technical design and analysis,  
(e) appropriate social design, (f) appropriate implementation capacity-building 
and ownership measures, (g) workable implementation arrangements, and 
(i) the incorporation of lessons learned from past projects; 

(iv) during the identification, preparation, and approval stages, safeguard specialists, 
evaluation specialists, procurement and legal specialists, and project and country 
directors (working under their respective directors general and vice-presidents) 
are responsible for ensuring that projects are subjected to thorough internal 
review (covering relevance, technical design, social design, economic and 
financial evaluation, and implementation and legal arrangements), and that they 
conform to the CPS and ADB policies; 

(v) during the approval and implementation stages, project implementation officers 
and PAU heads are responsible for (a) contributing to the internal review of the 
project proposal; (b) ensuring effective and efficient start-up arrangements; 
(c) ensuring a knowledge of ADB procedures by the EA and IAs; (d) ensuring 
adequate supervision by ADB; (e) advising EAs and IAs on issues with 
consultants contractors and suppliers; and (f) dealing with unexpected issues, 
in cooperation with EAs and IAs, which arise as a result of unexpected changes 
in the institutional, political, or socioeconomic environment, or unexpected 
technical problems; 

(vi) EA headquarters and field staff are responsible for dealing with all 17 factors 
throughout the project cycle, but their main role occurs during the implementation 
stage;10 and 

(vii) project and country directors play an important role in providing guidance and 
support throughout the project cycle, and ensuring that appropriate resources are 
provided for the preparation stage and for supervision by ADB during the 
implementation stage.  

 
30. Measures to improve project performance should focus on (i) the roles and 
responsibilities of these key participants at the various stages of the project cycle; (ii) factors for 
which they are responsible; and (iii) provision of information, guidance, and support to them. 
Moreover, these same key participants must also be recognized as a ready source of direct 
information on the operation of ADB’s business practices, and as persons with firsthand 
knowledge of the factors which affect project performance. For this reason, and as part of being 

                                                 
10 This is not to minimize the importance of the role that EA and IA headquarters and field staff play or should play 

during the earlier stages, but to note that they have the main responsibility for the implementation stage. 
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a learning organization, a way needs to be found to capture and utilize this valuable internal 
knowledge. 
 
31. It is also clear from this analysis that, while all staff have a role to play in ensuring project 
success, the most critical of these positions within ADB are the project team leaders, project 
implementation officers, and PAU heads who are primarily responsible for identification, 
preparation, approval, and implementation of the project. Important participants outside ADB are 
the EA staff and, crucially, the PPTA consultants. This has important implications for project 
performance and success, as is pointed out later in this report. 
 

IV. REAL-TIME ANALYSIS—OVERVIEW OF THE KEY STAGES IN THE PROJECT 
CYCLE AND THEIR LINK TO PROJECT PERFORMANCE 

32. The real-time analysis of the study entailed looking at the project cycle and the 
17 factors through the eyes of key participants in the project cycle. These included the staff of 
DMC planning and EAs, as well as current and past ADB project team leaders, project 
implementation officers, PAU heads, country directors, and programs economists. These 
interviews validated the findings of the retrospective review of the PCRs and other documents, 
and allowed an insight into how current business practices might affect future project 
performance. The anecdotal feedback provided was then checked against available reports and 
data to ascertain its credibility and reliability. In the process, certain key concerns were 
identified. The discussion which follows details the various stages of the project cycle as seen 
through the eyes of persons involved in it, and notes areas where business processes and 
practices have an impact or potential impact on project performance and success. 
 
A. The Project Identification Stage 

33. This includes the preparation of the CPS, technical assistance (TA) concept clearance11 
and PPTA fact-finding. The main performance factors which are at play at this stage are 
(i) relevance and priority, (ii) modality, (iii) scope of the intervention, and (iv) social design 
requirements.  
 

1. Findings 

a. Need for a Closer Link between the Country Partnership Strategy 
and Individual Projects Identified for Funding 

34. A number of issues came to light during the country and headquarters interviews on the 
CPS stage of the project cycle. One of these is the potential for a disconnect to emerge 
between the CPS and the specific project to be included in a country program. In effect, 
the CPS identifies priority sectors and a road map within these sectors, but sometimes there is 
no clear justification for the selection of a specific  project design identified to fulfill these 
sectoral investment priorities. Projects may be chosen for a variety of reasons, some as part of 
a clearly articulated sector development strategy, but others in response to the particular DMC's 
needs—for example, the requirement for a geographic spread of its investments. Also, in some 
cases, little reference is made to past evaluations. In both the Lao People’s Democratic 
                                                 
11 One of the difficulties faced by the study team was that ADB’s business processes have recently been changed to 

incorporate concept clearance at both the identification and project preparation stages. Since these changes were 
only instituted in mid-2007, not many key informants had firsthand experience with them, and the outcomes of 
these new procedures have not yet been documented. Nonetheless, the study has reviewed these practices and 
considered their likely impact in the light of past experiences during project identification and project preparation. 
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Republic and Bangladesh, for example, instances were noted of follow-on projects being 
undertaken despite the previous projects having been rated unsuccessful or partly successful, 
with little or no justification of why this was being done, nor any explicit effort to remedy the 
shortcomings which resulted in a previous lack of success.  
 
35. The general consensus was that a greater level of sector work was needed to ensure 
project relevance and priority, but that not enough attention was being paid to ensuring it was 
undertaken. With CPSs now aiming to be more selective of the sectors ADB is to support, 
a more thorough understanding is needed of the investment priorities within those sectors. 
Such sector reviews normally require investment through advisory technical assistance 
(ADTA)12 the funding for which is becoming difficult to obtain. In this context, several informants 
viewed OED’s new mandate and information knowledge products since 2004 in a positive light. 
Country assistance program evaluations, and especially sector assistance program evaluations, 
have reportedly proven valuable in (i) helping determine sector priorities, (ii) ensuring that 
relevant projects are undertaken, and (iii) ensuring that the correct modalities are chosen in the 
light of past lessons. In some countries and sectors, an effort has been made to closely align 
ADB’s country program with the country’s own development plans and priorities. In such cases, 
selecting relevant projects is not as challenging as in the past when project selection was less 
focused.  
 

b. The Value of the New Technical Assistance Concept Clearance 
Procedures 

36. A further issue identified by informants is the need for a greater input from safeguard, 
technical review, and evaluation departments at the identification stage, especially prior to the 
PPTA fact-finding mission. Until the recent change of procedures in 2007 when a TA concept 
clearance procedure was instituted, input mostly occurred post facto. Comments were made on 
the draft TA paper after the PPTA fact-finding mission had returned. At that stage of the project 
cycle, little could be done to alter the scope and cost of the PPTA already agreed with the DMC 
government. Indeed, some informants considered that guidance and comments normally 
received during the pre-Management review meeting period (i.e., much later in the project cycle, 
at the end of the preparation stage) would be better provided prior to PPTA fact-finding. Input 
provided at this point would provide guidance on the terms of reference (TOR) for the PPTA 
projects, and ensure that key compliance issues were raised early enough for concrete action to 
be taken on them by the PPTA consultants. 
 
37. The new TA concept clearance procedures of 2007 reflected in OM section D-12 were 
aimed, to some extent, at resolving these issues. These entail 
 

(i) splitting the TA concept paper for individual projects off from the CPS so that 
they can be properly prepared;  

(ii) providing an assessment of the proposed project’s complexity and perceived risk, 
which is in turn linked to the degree of resources to be provided to prepare it;13 
and  

                                                 
12 As approved by the Board in May 2008, the policy paper Increasing the Impact of the Asian Development Bank’s 

Technical Assistance Program redefines the nomenclature for TA, identifying three new types—research and 
development TA (RDTA), capacity development TA (CDTA), and policy and advisory TA (PATA). Project 
preparatory TA (PPTA) has been maintained.  

13 As noted in Appendix 1, however, this provision has been mistakenly included in section D11 of the OM which 
covers concept clearance for loan proposals, rather than section D12 which covers concept clearance for 
TA proposals. This needs to be revisited.  
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(iii) carrying out an interdepartmental review prior to the PPTA fact-finding mission 
during which safeguard, economic, and sector issues, as well as relevant 
evaluation findings, can be discussed, and guidance can be provided to the 
project team leader.  

 
38. If carried out diligently and comprehensively, and if the risk assessment is undertaken 
during TA concept clearance rather than loan concept clearance as the current OM mistakenly 
indicates, these new procedures have the potential to contribute materially to enhancing project 
performance through improving project relevance, priority, scope, and design. 
 
39. However, when viewed from the point of view of the individuals involved in the process, 
some questions arise. The preparation of a TA concept paper assumes some knowledge of the 
project proposal by the project team leader preparing it. This may be the case if sufficient 
analytical work has been carried out in the sector, and if the project team leader has experience 
in the DMC concerned. However, in many instances (especially in view of the turnover rate of 
operational staff), these conditions may not apply. A newly appointed project team leader, who 
was not part of the CPS mission, may know little about either the sector or the project proposal 
itself. The new procedures, however, make no allowance for this or for enhanced levels of 
sector work. There is no provision for a TA reconnaissance mission in order to allow a project 
team leader to become familiar with the proposal on the ground and to hold preliminary 
discussions with DMC authorities about it. Yet, without this exposure and at least a basic 
understanding of the project proposal, it would be difficult for a project team leader to prepare a 
TA concept paper and TA framework to a reasonable standard. Without this, a meaningful 
internal review of the concept proposal can not really be made. In such circumstances, the 
positive impact of a TA concept clearance procedure on ultimate project performance may not 
be realized. 
 

c. The Crucial Phase of Project Preparatory Technical Assistance Fact-
Finding 

40. This is a particularly important step. It is the stage at which the scope of the project is 
defined, the first main contact is made with the EA,14 and at which time ownership by the EA is 
both assessed and can be built up. It is also the stage at which (based on a preliminary problem 
tree analysis) the intended benefits and outcomes can be determined, and prima facie social 
and environmental issues can be identified.  
 
41. Most critically, it is the stage at which the TOR and cost of the PPTA are determined. 
In determining these, it is necessary to take into account all the requirements to ensure that the 
project (i) is technically feasible, (ii) will be financially and economically viable, (iii) will have 
positive social benefits, and (iv) will meet ADB’s compliance requirements and thematic 
priorities. It is also necessary to verify that the EA has the capacity to implement the project and 
to maintain and operate it. This critical stage requires the input of a wide range of country, 
sector, technical, capacity development, social, environmental, economic, and financial 
expertise. However, during interviews it was noted that this key stage is often undertaken in just 
a few days by a single individual, sometimes with the support of a staff consultant. These 
reports were corroborated by the findings of the TA SES which noted that, for the wide range of 
TA projects it surveyed, the average staff time for PPTA preparation was only 3 weeks, 
compared with current staffing coefficients used for budgeting purposes of 10 weeks. 
 

                                                 
14 If there was no TA reconnaissance mission. 
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42. Since the PPTA itself is usually undertaken by consultants, the PPTA fact-finding stage 
is the stage at which many of the main issues affecting project performance are first addressed 
by ADB staff. However, both the time and expertise allocated for it seem insufficient unless the 
individual project team leader preparing the TA already has extensive experience with the 
particular sector and DMC. As the retrospective analysis shows, 48% of partly successful and 
unsuccessful PCRs reviewed had an inappropriate scope, 64% had an inappropriate technical 
design or technical analysis, 77% were deficient in their capacity analysis, and 41% had an 
inappropriate or inadequate social design. The PPTA fact-finding mission is the first step at 
which the measures to reduce these deficiencies can be taken, through the formulation of a 
PPTA which provides sufficient expertise with appropriate TOR to meet these challenges.  
 
43. However, the project team leader often does not have the time, expertise, or resources 
needed to properly identify potential issues or to determine the type and amount of expertise 
needed to deal with them. The TA SES makes this quite clear in reporting that “in divisions 
where loan processing workloads are high compared with staffing, the quality and quantity of 
staff deployment for TA processing and administration is likely to be compromised; in such 
divisions, there is reduced likelihood of TAs being formulated by a team, and often the most the 
mission leader can expect is for the division’s thematic specialists to provide some standardized 
text sections for inclusion in the TA paper.”15 This evidence of insufficient resources for TA fact-
finding was consistent with findings by the same study of inadequate diagnostics, poor scoping 
of TA projects, weak TA design and monitoring frameworks, and inadequate briefing of EAs to 
secure a realistic commitment to the work of the TA.  
 
44. The main discrepancies between such observations and those made by the key 
informants of this study were that the severity of such deficiencies varies by country as well as 
by sector. In a more technical sector like power, or in countries with strong technological 
capacities and a high degree of ownership, such problems were less likely to happen. On the 
other hand, it is precisely in countries and sectors with weak capacities that comprehensive 
PPTA projects are required. 
 

2. Conclusions 
 
45. Three conclusions can be drawn from the overview of this stage of the project cycle: 
 

(i) A greater degree of sector work is needed in order to ensure the relevance and 
priority of projects placed in country programs (35% of partly successful projects 
and all the unsuccessful projects analyzed were considered less relevant or not 
relevant).  

(ii) The new processing procedures entailing a TA concept clearance phase are well 
intentioned but are not likely to have the desired impact of a full and early review 
unless it is possible for project team leaders to familiarize themselves with the 
project proposal and the EA which will implement it prior to preparing the concept 
paper. 

(iii) The critical and crucial step of PPTA fact-finding (during which the project scope 
is initially formulated, and the TOR and budget for the PPTA consultants are 
prepared and it is where the lessons would be considered and incorporated) 
needs more attention. Earlier in ADB’s history, this was considered a major 
activity and a significant amount of time, staff resources, and travel budget were 
applied to it. Now, even though projects are considerably more complex and 10 

                                                 
15 See footnote 2. 



 

 

14 

staff-weeks are budgeted for this phase, the average time input for PPTA 
preparation is (according to the TA SES) only 3 weeks. 

 
B. The Project Preparation Stage 

46. The project preparation stage includes PPTA implementation, loan concept clearance 
(a newly instituted procedure), and loan fact-finding (now optional under the new procedure). 
The key success factors associated with this stage are (i) project or program scope, 
(ii) technical analysis and design, (iii) social design, (iv) development of implementation 
capacity-building and ownership measures, (v) implementation arrangements, and (vi) start-up 
arrangements. Key staff involved (which comprise the project team) are the project team leader 
and the technical, safeguard, and review specialists. Key informants had a wide range of views 
on this stage of the project cycle. The consensus, though, was that it is the most important 
stage of all project processing activities. After all, if projects are not properly designed, start-up 
arrangements are unclear and implementation arrangements are not workable, therefore 
the chances of success are significantly reduced. Since most key informants had not yet had 
experience in implementing the new concept clearance procedures, most comments pertained 
to past procedures. However, the implications of the new procedures could be inferred from 
them. 
 

1. Key Findings 

a. Project Preparation by Consultants  

47. ADB is unique among multilateral development banks in that it (i) provides significant 
grant funds for project preparation; and (ii) outsources most of the project preparation work, 
mainly to commercial consulting firms.16 Instead of working substantively on the project design 
in the field, ADB staff input at this stage entails supervising the consultants during PPTA 
implementation and packaging the consultants’ findings for presentation to Management and 
the Board of Directors for approval. The degree of supervision of consultants by ADB staff 
varies, but the relevant OM section (D-11) requires only an inception mission at the beginning of 
the PPTA, an optional midterm review, and a final tripartite meeting after the PPTA report has 
been prepared. Notwithstanding the possibility of significant electronic communication, the 
limited face-to-face contact can have implications for the quality of projects being presented for 
approval, the degree of ownership by the borrower and its EA, and the level of understanding of 
the project by ADB staff involved in project processing.  
 
48. The TA SES (footnote 2) pointed out that funding available for PPTA implementation in 
real terms has been declining over the past few years, while at the same time more and more 
requirements need to be addressed. An analysis of additional data not available to the TA SES 
indicates that the amount of funding allocated for PPTA projects in real terms has not 
significantly changed since 1998 (figures 3 and 4). 
 

 

                                                 
16 The World Bank, by contrast, uses a considerably greater level of staff resources and staff consultants funded 

through its administrative budget, as well as inputs from the DMC itself. Some commercial consulting firms are, 
at times, recruited using trust fund grants. 
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Figure 3: PPTA Budget in Current and Constant 1997 Dollars

0

10

20

30

40

50

60

70

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Year

$ 
M

ill
io

n

PPTA Approvals in Current Dollars PPTA Approvals in Constant 1997 Dollars
 

PPTA = project preparatory technical assistance. 
Source: Operations Evaluation Mission databases. 

 

Figure 4: Average PPTA Amount in Constant 1997 Dollars
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49. Between 1997 and 2007, the total amount allocated for PPTA projects in real terms 
showed no significant growth, and the average amount allocated per PPTA project in real terms 
fluctuated between $400,000 and $600,000. Paradoxically, the lowest allocation of all was in 
2007, after Management had stated a preference for PPTA over other types of TA in the Work 
Plan and Budget Framework 2006–2008.17  
 

                                                 
17 ADB. 2005 Work Program and Budget Framework 2006–2008. Manila. 
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50. Nonetheless, during the period illustrated, the list of new project preparation 
requirements grew rapidly. Environmental management plans, gender development plans, 
procurement plans, financial due diligence analyses, documented in-field consultations, 
resettlement plans, sector analyses, capacity assessments, and the preparation of design and 
monitoring frameworks were all added to the required activities of PPTA consultants. Project 
preparation requirements have expanded continuously but, until recently, little effort seems to 
have been made to provide the resources to comply with them.18 Project team leaders report 
considerable difficulty when preparing TOR in trying to fit all of the requirements into the number 
of person-months available to do the job.  
 
51. As a result, PPTA is often underbudgeted and consulting firms are often forced to 
squeeze an increasing number of activities into a limited time frame. Many reputable firms are, 
reportedly, no longer bidding on PPTA projects since they consider that they can neither make a 
return on their staff time invested nor maintain their reputation for quality. The reported result is 
a decline in both the quality of firms bidding on ADB PPTA contracts and in the quality of the 
project proposals being prepared. 
 
52. Most surprisingly, this has happened during a period of increasing TA approval. 
As shown in Table 1, the proportion of the overall TA budget over the past decade dedicated to 
one of the most important activities within the project cycle—project preparation—and which 
directly affects the core activity of ADB’s business and the quality of its projects, has fluctuated 
between 20% and 27%.  
 

Table1: PPTAs as a Percentage of Total TA Approvals (1997–2006) 
 

Total TA 
Approvals

Amount Amount Amount
($ million) ($ million) % ($ million) % %

1997 153.3 42.0 27.4 83.8 54.7 27.5 17.9
1998 148.2 33.5 22.6 80.4 54.3 34.3 23.1
1999 167.3 36.7 22.0 94.1 56.2 36.5 21.8
2000 168.9 33.1 19.6 100.9 59.7 34.9 20.7
2001 144.0 38.7 26.9 75.8 52.6 29.5 20.5
2002 179.0 46.9 26.2 91.6 51.2 40.6 22.7
2003 174.9 45.9 26.2 78.1 44.7 50.9 29.1
2004 192.4 43.3 22.5 106.9 55.6 42.3 22.0
2005 198.6 42.4 21.8 85 43.0 70.0 35.2
2006 241.6 60.4 25.2 78.5 32.5 102.2 42.3
2007 243.5 40.6 16.7 100.2 41.1 102.7 42.2

PPTA ADTA RETA

Year
Amount 

($ million)

 
ADTA = advisory technical assistance, PPTA = project preparatory technical assistance, 
RETA = regional technical assistance, TA = technical assistance. 
Source: Operations Evaluation Mission databases. 

 
53. Even in 2006 when the amount increased notably in response to Management’s stated 
new focus on PPTA, the proportion of the overall TA budget allocated to PPTA projects was still 
only 25%; in 2007, this amount fell to its lowest percentage in the 11-year period covered. While 
the total pool of TA funds increased from around $150 million in the late 1990s to more than 
$240 million in 2007, allocations to PPTA have not increased substantially.  
                                                 
18  Data for 2006 shows some improvement. Allocations in real terms per PPTA project were about the same in that 

year as in 1997, but without any real additional allocations for the significantly expanded outputs required. 
Allocations for 2007 were back to much lower levels. 
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54. Management’s stated intention in the Work Program and Budget Framework 2006–2008 
to increase the portion of the TA budget devoted to project support was a welcome recognition 
of the problem. However, the gain in 2006 was not sustained in 2007. 
 
55. A further concern raised by key informants has to do with recent changes in consultant 
recruitment procedures. Two significant changes have been made. Since 2004, ADB has made 
consultant selection based on cost as well as quality its preferred recruitment system through 
the quality- and cost-based recruitment system.19 However, the option still exists in certain 
cases and with appropriate justification to use other systems including quality alone, as well as 
a fixed budget and least-cost systems. This does provide wider options during consultant 
recruitment, especially on the part of EAs at the time of project implementation. Also, to 
harmonize policies with the World Bank, ADB’s Guidelines on Consulting Services20 were 
revised to forbid consultants who prepare a TOR from bidding on a subsequent contract for 
which the TOR was prepared. This is to ensure that there is fairness and transparency in the 
recruitment process. 
 
56.  Nevertheless, these two changes have, in some cases, resulted in contracts not being 
awarded to the firm that submitted the best technical proposal. While, informants were almost 
unanimous in noting that these two changes have led some of the more reputable consulting 
firms to avoid PPTA projects, which has resulted in an overall deterioration in the quality of firms 
submitting proposals and in the quality of their output, the Central Operations Services Office 
clarified that in more than 80% of the cases the technically top ranked firm was awarded the 
contracts. The following points must be emphasized: (i) the role played by consultants is critical 
in ensuring project quality and performance during PPTA implementation, and (ii) there is a 
disconnect between the need to ensure quality at entry and current business practices, which 
appears to be resulting in the selection of less than the best-qualified consultants. 
 

b. Project Preparatory Technical Assistance Supervision by the Project 
Team Leader 

57. As noted, the direct involvement of the project team leader in project preparation 
activities under normal ADB procedures is limited to (i) the preparation of the PPTA proposal, 
(ii) an inception mission to field consultants, (iii) a midterm review (optional in the new OM), and 
(iv) participation in the final tripartite meeting when the draft final report of the consulting team is 
discussed. The New Business Processes21 (NBP) initiated in 2002 is built on the presumption 
that the project team leader will work more closely than in the past with the preparation 
consultants in formulating the project proposal. In reality, however, neither the OM nor the 
budgets which were provided for staff travel22 make provision for this enhanced role. In some 
departments, in some sectors, and among some project team leaders, efforts are made to 
spend as much time as possible working directly with consultants during project preparation, 
but this is more the exception than the rule. Project team leaders do make an effort to keep up 
with the implementation of PPTA projects by telephone and email, so interaction is better than a 
decade ago. However, such communications can not substitute for on-the-ground experience 

                                                 
19 However, the option still exists in certain cases and with appropriate justification to use other systems including 

quality alone, as well as a fixed budget and least-cost systems. This does provide wider options during consultant 
recruitment, especially on the part of EAs at the time of project implementation. 

20  ADB. 2007. Guidelines on the Use of Consultants by ADB and Its Borrowers. Manila. 
21  ADB. 2001. Business Processes for the Reorganized ADB. Manila. 
22 A review of annual reports shows that between 1997 and 2006 actual travel expenditures as a percentage of the 

total administrative budget declined from 6.37% to 5.57%. 
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and exposure, especially in terms of relationship building and facilitating improved ownership 
and understanding between EAs and ADB staff. 
 
58. The lack of direct engagement is accentuated by a lack of continuity of project team 
leaders on individual PPTA projects. Some recent PPTA projects carried out between 2005 and 
2007 had three changes of project team leader within the 4–6 month PPTA implementation 
period. When asked how often this occurs, most key informants indicated that it was a relatively 
common occurrence, but quantitative data could not be obtained. Further, it seems that 
operational departments do not place a high priority on PPTA inception and midterm reviews. 
Frequently (although precise data is unavailable), a staff member other than the project team 
leader undertakes these missions.23  
 
59. This makes it difficult to ensure a common understanding of the project between ADB 
and the DMCs. Moreover, each staff member has his or her own idea of what aspects a project 
should focus on and what kind of project design is desirable. Changing project team leaders 
during PPTA implementation often requires renegotiation with the EA, adjustment for the PPTA 
consulting team, and often changes to design. 
 

c. The Need for Consolidation of the Completed Project Proposal 

60. The primary role for the project team leader during the preparation phase is to ensure 
that the project proposal prepared by the PPTA consultants (i) fits the priorities, procedures, and 
limitations of ADB and the borrower(s); and (ii) meets their safeguard requirements. This was 
done via a loan fact-finding mission which produced (originally) an appraisal report, but later, a 
draft report and recommendation of the President (RRP) to the Board of Directors. For many 
years, the first step in the loan fact-finding process was the preparation of a short, but 
comprehensive, project brief derived from the consultants' report which described the project 
proposal and raised issues for intra- and interdepartmental guidance. This provided an 
opportunity for all concerned divisions and departments, as well as the senior staff of the 
concerned operational department, to obtain a first impression of the project proposal and to 
raise concerns or provide advice and guidance on it. Discussion of the project brief also 
provided guidance into the composition of the project team needed to undertake loan fact-
finding activities, and allowed time for negotiations with safeguard divisions which might want to 
provide staff to participate in the loan fact-finding mission. A further attribute of the project brief 
was that the time required for preparation and discussion of the project brief also provided an 
opportunity for the EA and the borrower to discuss the possible project within the country and 
reach consensus about it, especially if some important policy issues were involved. Planning 
agency and EA representatives in Indonesia emphasized to the study team the need for a 
consultation and review period after the preparation of the project proposal. This was 
considered especially important in the context of a decentralized administration when the views 
of the provinces and districts which would be implementing the proposal need to be taken into 
account. 
 
61. To cut down on processing time, the NBP of 2002 truncated this process and suggested 
that the project brief phase should be dropped, and that loan fact-finding could proceed 
immediately after the in-country tripartite meeting on the consultants’ draft final report. This was 
done despite the strong emphasis placed on the need for the project brief by the TFIPQ. In its 
report published in 1995, the TFIPQ stated: 

                                                 
23 Data on staff undertaking missions, especially prior to Board approvals, is not consistent in PCRs. Post-approval 

missions are documented more systematically. Mission summary statistics are given in Appendix 10. 
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Because of resource constraints, as well as the pressure of the approval culture, reviews 
of feasibility studies sometimes take place in the field when the final tripartite meeting to 
discuss the PPTA report is synchronized with the loan fact-finding mission. This practice 
is generally not appropriate, and can do much to compromise project quality. It does not 
afford an opportunity for interdepartmental and interdisciplinary review of the feasibility 
study, for the preparation of a preliminary PB [project brief] as a prelude to the fact-
finding mission; or for the identification of weak areas of project design which requires 
specific attention. The Task Force considers that the preparation of a preliminary PB on 
the basis of the feasibility study prior to the project fact-finding mission will result in more 
clearly focusing the TOR of the mission.  

 
62. While efforts to shorten the excessively long processing cycle are laudable, this move 
has created confusion and uncertainty about when safeguard divisions and other oversight 
divisions should provide their input.24 It has also placed increased pressure on the project team 
leader to put together a workable proposal and meet safeguard and other requirements, often 
with little guidance from the operational department or oversight divisions and offices. No PCRs 
have been completed for projects prepared under the new procedures so it is too early to 
determine conclusively their effect on project success. However, there is evidence that they 
have resulted in excessive pressure on project team leaders, who have to prepare more 
elaborate and complex projects for presentation to Management and the Board in a shortened 
time frame with insufficient support and guidance.25 Key informants report that an increasing 
number of mission leaders are looking, for alternative positions within the organization due to 
the increasing pressures of the position.26 It is the view of the study team that the removal of the 
project brief phase has been a contributing factor to this. A loss of experienced project team 
leaders will certainly not increase chances of project success. 
 

d. The Project Team 

63. A key element of the NBP is the project team, which is expected to provide support to 
the project team leader in addressing the increasing number of concerns and issues beyond 
basic feasibility which need to be taken into account during project preparation. Most informants 
indicated that project teams were not functioning in the way that was envisaged. Members of 
project teams can come from within the operational division or outside of it (often from one of 
the divisions of the Regional and Sustainable Development Department). However, even within 
operational divisions there is unlikely to be more than one environmental specialist, financial 
specialist, or social specialist, but the division is likely to be preparing a number of projects 
within a given year, often at the same time (given the bunching phenomenon). With competing 
commitments, these experts are not always available when needed by a project team leader. 
Moreover, some safeguard specialists become project team leaders themselves. The division 
safeguard specialist and the new project team leader is neither a technical expert nor perhaps 
experienced in project design. The concept of the project team has not worked as envisaged.  
 

                                                 
24 Until recent further changes to business practices, such comments often came just prior to the Management review 

meeting (MRM) when the proposal was more or less complete and nothing could really be done about them 
without delaying the approval process. 

25 Indeed, this was already a problem prior to the implementation of the New Business Processes (NBP) as 
evidenced by the content of several of the PCRs reviewed during the retrospective study. 

26 In this context, the Annual Evaluation Review of 2006 reported a decline in both the age and experience of mission 
leaders over the period 1995–2005, which is consistent with increased turnover. 
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64. Mobilizing project team members from outside the division can be even more difficult 
due to competing demands on their time. Also, according to many key informants, these team 
members may lack practical experience in projects and in multilateral lending in general. 
They thus tend to focus more on compliance with standards and procedural review rather than 
looking at the constraints affecting a particular project proposed for a particular EA in a 
particular DMC, and how these might best be addressed. 
 
65. As a result, the project team leader often has insufficient in-house support and must rely 
on staff consultants to ensure that all the required tasks in preparing a project for approval are 
completed on time. Even when sufficient budget is available to do this, there are problems with 
this approach. Once staff consultants have completed their contracts, they leave and are not 
available if changes need to be made during the internal review process. Also, institutional 
memory is lost with the result that the crucial learning, which could be helpful in subsequent 
implementation, is not there. 
 

e. Loan Concept Clearance (the New Procedures) 

66. New procedures requiring clearance of a project concept prior to the preparation of the 
RRP were instituted in 2007 and are outlined in OM D-11. These procedures appear to reinstate 
the project brief. However, there are some obvious issues. First, there is no indication in the OM 
at what stage of the project cycle the project concept paper will be prepared or by whom. 
In practice, it has become another responsibility of the project team leader. Second, the 
required content appears to be almost the same as the RRP, which not only implies duplication 
of effort but also creates some confusion since the concept paper is expected to be prepared 
before the requisite information is available. Third, the sequence of events involved is confusing 
and does not take into account the limited amount of direct exposure of project team leaders to 
project preparation and their limited interaction with the consultants who are actually preparing 
the proposal under the PPTA. The OM instructions presume that a meaningful project concept 
paper can be prepared while the consultants are still in the field preparing the proposal—that is, 
before the consultants’ proposal is finalized. They also assume that a meeting can be held, and 
clearance be given by the departmental director general, to directly prepare the RRP at a time 
when the project team leader is not at headquarters but is in the DMC carrying out tripartite 
discussions on the draft final report.  
 
67. Lastly and most importantly, the procedures do not address the questions of ownership 
and input by the borrower. They assume that decisions can be made on the content of the 
proposal independently by the project team leader without full consultation and participation with 
the borrower concerned, and without allowing time for borrowers to follow their own internal 
procedures.  
 
68. Perhaps these above concerns can be (or are being) remedied through pragmatic 
adaptations in business practices at the operational level, but experiences in early 2008 indicate 
that they are not. Project team leaders are being asked to prepare project concept papers 
before receiving preparation reports from the PPTA consultants and discussing them with the 
DMC authorities concerned. Reportedly they are even being asked to attach draft RRPs, 
documents for which full information will only be available after loan fact-finding.    
 
69. Another issue is that of making the loan fact-finding mission optional. The study team’s 
analysis shows that the loan fact-finding mission is very important in reviewing and finalizing the 
(i) project scope, (ii) technical design and analysis, (iii) social design, (iv) review of the proposed 
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implementation capacity-building and ownership measures, (v) implementation arrangements, 
and (vi) start-up arrangements. In the words of the TFIPQ:  
 

Loan fact-finding missions should visit project sites, consult with a cross-section 
of prospective beneficiaries, devote detailed attention to institutional capacities 
and arrangements and the government/project-beneficiary interface, and confirm 
in-field demand and the validity of the risk/sensitivity analyses undertaken by the 
feasibility study, besides addressing the traditional technical, financial and 
economic issues. Accordingly, the missions should have greater flexibility with 
respect to their duration and staffing.  

 
70. This needs to be done at some point and is not done by ADB staff during project 
preparation since project preparation is done by consultants. Under ADB business practices, 
removing the loan fact-finding phase would result in ADB’s acceptance with little internal 
scrutiny of a proposal put forward not by the borrower or ADB staff but by consultants. This is 
highly likely to impact adversely on project quality. 
 

2. Conclusions 

71. Conclusions drawn from an overview of this stage of the project cycle are as follows: 
 
(i) Resources provided for PPTA have not grown in real terms commensurate with 

an increasing set of requirements to be undertaken by PPTA projects, despite 
the increasing size of the total TA budget. The issue is the allocation of resources 
among PPTA, ADTA, and regional TA projects. Apart from 2006, the amount 
allocated to PPTA has not increased. In addition, new restrictive procedures for 
the recruitment of consultants have reportedly reduced the quality of the 
consulting firms willing to take on PPTA projects. This is likely to impact 
negatively on future project performance and success and has already added an 
increasing burden on project team leaders who must prepare project proposals 
and RRPs from consultant preparation reports which are often of poor quality. 

(ii) While the NBP envisaged greater input by the project team leader and the project 
team during the project preparation phase, this has not happened. Current 
business practices and resources limit the amount of time even the team leader 
can spend working with, and supervising, the PPTA consulting team. Moreover, 
quite a few project team leaders indicate that the concept of project teams is not 
working and they are working mostly on their own, sometimes with the 
assistance of staff consultants. 

(iii) The new procedures for loan concept clearance are unlikely to achieve their 
goals of improving project performance. Not only do they lack clarity but also 
their sequencing is confusing and they neglect the critical role of the borrower in 
finalizing project proposals. Of greatest concern is the provision which makes 
loan fact-finding optional. This is the step at which the project team leader and 
his or her team is supposed to convert the consultants’ proposal into a proposal 
acceptable to the government and suitable for ADB financing, yet the new 
procedures suggest that it can be dropped entirely (unless the government 
requests it or there are issues outstanding). The impact on project performance 
and success of dropping this phase is likely to be negative, especially when the 
succeeding stage of appraisal is also optional. 
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C. The Approval Stage 

72. The approval stage is the stage at which a thorough internal review of the project 
proposal presented by the project team leader, in the form of an RRP, should occur. 
The following observations were reported by key informants. 
 

1. Findings 

a. The Internal Review Process (Including Management Review 
Meeting, Appraisal, and Staff Review) 

73. The review of factors affecting project performance indicated that in 67% of the 
unsuccessful or partly successful projects analyzed, a thorough internal review should have 
identified deficiencies in the project proposal, but did not. The equivalent figure for successful 
proposals was 43%. This suggests that effective internal review contributes to higher success 
rates. Comments received from informants indicated that too much time during the review of 
project proposals is spent on ensuring procedural requirements are met, and not enough is 
spent on the substance of project priority, design quality, and implementation arrangements. 
Moreover, until the recent introduction of the project concept paper, most interdepartmental 
comments were only received a few days prior to the MRM. This is too late for any significant 
changes to be made. Over the years the MRM has evolved from a substantial forum in which 
significant issues were discussed into a rather procedural activity where substantial matters are 
not often raised. Reports on the usefulness of the staff review committee stage are also mixed. 
Some informants consider it to be a useful step; others consider that it adds little value to project 
proposals and should be dropped.  
 
74. There is, at present, little experience with the new procedures for either TA concept 
clearance or loan concept clearance. Hopefully, once the procedural and allocation deficiencies 
pointed out above have been remedied, they will fulfill their intent and provide a much-needed 
internal review process which precedes the project preparation process rather than follow it. 
 
75. One issue which has always existed in some countries but is emerging more and more 
as an issue in others is that of the borrowers’ own internal approval processes. In some 
countries (notably the People's Republic of China [PRC] and Viet Nam), these are now 
becoming so complex as to significantly delay either the presentation of RRPs to the ADB Board 
of Directors or significantly delay start up of projects already approved by the Board. This is one 
area where further study may be warranted. 
 

b. Readiness Filters 

76. In an effort to improve levels of project success, departments within ADB are seeking to 
reduce start-up delays. PAI 1.0127 identifies a range of project readiness filters to determine 
when a project is ready for Board presentation. These include such requirements as whether or 
not a project office has been set up, and whether or not a short list of implementation 
consultants has been prepared. This well-intentioned procedure is not working fully since 
mandatory application would entail a transition period when the presentation of some loans 
would have to be delayed into the following year pending their compliance with the readiness 
filters, thus affecting overall lending levels and country programs in the first year. A further 
consideration is that in some DMCs EAs are not allocated full staff or a budget until after a loan 

                                                 
27 ADB. 2006. Project Administration Instructions. PAI 1.01: Initial Project Administration Activities. Manila. 
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has been approved or declared effective. This makes it difficult for them to undertake activities 
required by the readiness filters, such as short-listing consultants or fully staffing the project 
office.  
 
77. This illustrates, once again, that the sequencing of activities has to be carefully analyzed 
when instituting new practices and procedures. In fact, the net effect of readiness filters is likely 
in many cases to simply be a shift of delays to before Board approval rather than after, since 
readiness filters do not address the root causes of project start-up problems; they only make 
approval contingent upon their resolution.28 
 

2. Conclusions 

(i) The internal review process is not always working as effectively as it should. 
Flaws in project design are often not detected by the process which is seen as 
too procedural and not sufficiently analytical. 

(ii) Readiness filters applied by ADB are well-intentioned but are not likely to make a 
material difference to implementation delays intended since they are likely to shift 
delays in implementation earlier, prior to Board approval, rather than resolve the 
fundamental issue of lack of readiness. 

 
D. The Implementation Stage 

78. Many studies of project quality focus on quality-at-entry, and hence, on the project 
identification, preparation, and approval stages. The retrospective review of PCRs, however, 
illustrated the importance of factors during implementation which may negatively affect project 
performance. These include (i) slow start-up arrangements (60% frequency for partly successful 
and unsuccessful projects, also a surprising 60% for projects rated successful); (ii) lack of 
knowledge of ADB procedures by the EA (43% frequency among partly successful and 
unsuccessful projects); (iii) insufficient supervision by ADB (73% frequency among partly 
successful and unsuccessful projects); (iv) underperformance of consultants, contractors, and 
suppliers; (v) lack of client ownership and competence (63% frequency among partly successful 
and unsuccessful projects); and (vi) events which are beyond the EA’s control but affect the 
outcome of the project or program and unforeseeable technical problems. Thus, the study team 
focused as much attention on this stage as on earlier stages, realizing that the main 
responsibility for successful implementation rests primarily with the EA’s headquarters and field 
staff, rather than ADB’s project administration staff. If the EA’s field staff are not capable of 
implementing a project or program loan (or lacks the incentive to do so), it will not be 
implemented well. On the other hand, ADB’s project administration staff can often assist the 
EA’s staff with ADB’s requirements, and provide guidance when they run into project 
implementation difficulties. This was illustrated in the review of successful PCRs which showed 
that similar problems often arose as in the less successful ones, but that the main reason for 
success was that they were effectively tackled and resolved. 
 
79. For ease of analysis, the implementation stage is divided into three phases: inception, 
pre-midterm review supervision activities, and post-midterm review supervision activities. 
The findings are outlined below. 
 
                                                 
28 Readiness filters applied by the DMC borrowers themselves would be far more likely to achieve concrete results 

than readiness filters applied internally by ADB. The study team was informed in Indonesia that the Government of 
Indonesia has its own readiness filters and will not proceed to loan negotiations until these are met by the 
concerned EAs. This really will provide an incentive to reduce project start-up time. 
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1. Findings 

a. Inception  

80. The inception phase includes the activities from ADB Board approval to the start of 
implementation activities. It is during this phase that a theoretical project proposal as approved 
by the Board is turned into reality. Unfortunately it is also during this phase that many of the 
deficiencies of the project proposal, the EA’s implementation capacity, or the borrower’s 
procedures first manifest themselves. The difficulties inherent in this phase of the project cycle 
are evident from the sometimes long delays experienced in loans becoming effective, and in the 
slow start up of implementation activities and loan disbursements. In some countries, 2 years 
may elapse between Board approval and loan effectiveness,29 and further delays may occur 
before physical implementation begins. This raises an important question about recent attempts 
to reduce project preparation time. While well-intentioned, reducing preparation time may cause 
later delays. Perhaps it is more appropriate to focus on getting approved projects started rather 
than reducing preparation time. 
 
81. One of the main reasons for delays at inception is that both ADB and the borrower lose 
focus. After perhaps 2 years of arduous work (from PPTA fact-finding to Board approval), 
the loan has finally been approved and a sense of urgency disappears. Moreover, at this time 
the project is usually handed over to a new team, both within the EA (the project implementation 
office) and ADB (the PAU). Even though current business practices call for the project team 
leader to remain involved with the project for 1 year after approval, informants state that this 
does not always happen. A good project team leader is in demand for the next loan30 or PPTA 
formulation, and he or she may not have time to focus on already approved projects.  
 
82. The availability of funding required by the EA for start-up activities is another problem. 
Funds may not be made available immediately upon approval or loan signing, thus the EA may 
not have the resources or technical expertise available to meet conditions of effectiveness or 
recruit the staff needed for project and field offices. Also, a lack of knowledge of ADB 
procedures (and the English language), especially in new EAs in new DMCs, can result in long 
start-up delays. Interviews in Indonesia indicated that in some cases since decentralization, 
projects were faced with individual project offices in as many as 73 provinces, each staffed by 
personnel who were neither fluent in English nor understood ADB’s procurement and 
implementation procedures. 
 
83. Two proposals were put forward by informants to help alleviate these problems. The first 
would be to provide, as a matter of routine, start-up consultants to work with the EA, helping it to 
meet conditions of effectiveness, recruit implementation consultants, and initiate procurement. 
With revised policies on the use of ADTA funds (OM D-12/BP para. 12), it is now possible to use 
ADTA funds for “implementing, operating, and managing ADB-financed projects.” In most 
cases, the provision of a small-scale ADTA project would be all that would be needed to reduce 
the time required for loan effectiveness and reduce the project implementation start-up period 
by several months. For new EAs, international expertise may be needed for this, but for 

                                                 
29 The average time lag between loan approval and loan effectiveness in the past 5 years has been about 8 months. 

However, there is high variability in the time lag across projects, particularly due to inclusion of program loans that 
can be effective within a few days. See Appendix 10.  

30 There is currently pressure in some departments to increase the number of projects presented to the Board per 
project team leader to two per year, and this is yet another reason to be concerned about project quality in the 
future. 



25 

 

experienced agencies in established countries, national consultants could also do the job 
adequately for very modest amounts relative to the overall ADTA budget.31 
 
84. A second approach would be to make some funding available to EAs to finance start-up 
activities, either from a special revolving fund or from a small part of the loan funds, prior to loan 
effectiveness. If even 1% of the loan funds could be made available to the EA after signing but 
prior to loan effectiveness, a significant start on project activities, including meeting conditions of 
effectiveness, could be made. 
 

b. Implementation Supervision Activities (Pre- and Post-Midterm 
Review) 

85. The part of the implementation phase prior to midterm review is an important part of the 
project cycle, especially for innovative projects being implemented by relatively inexperienced 
EAs. EAs have both their own procedures to follow, as well as those of ADB. ADB’s consultant 
selection, procurement, disbursement, reimbursement, and auditing procedures and 
requirements can be quite complex and sometimes difficult for even experienced ADB staff to 
understand. In addition, despite recent attempts at harmonization, they still often differ from both 
the EA’s own procedures and those of other major donor agencies. Of course, EAs can learn 
ADB’s procedures given time and effort from EA and ADB’s project implementation staff 
(implementation officers and PAU heads) with support from relevant offices such as the Central 
Operations Services Office.  
 
86. However, PCRs repeatedly point to the insufficiency of project implementation support, 
which is below that required to ensure success. The analysis of PCRs points out that for 73% of 
the unsuccessful or partly successful projects, a lack of ADB supervision was a contributing 
factor to their performance. The short time and lack of appropriate expertise for project 
supervision and review were confirmed by informants as problem areas.  
 
87. The insufficiency of ADB implementation supervision was raised in the TFIPQ 14 years 
ago, and some positive measures have been taken as a result of the report’s recommendations. 
PAUs have been set up in operational divisions, and a full-scale midterm project review is now 
undertaken as a matter of routine. However, those directly involved still express the same 
concerns that less importance is given to project administration activities and that fewer 
resources are provided for them.  
 
88. The validity of these concerns is clearly reflected in figures provided in the Annual 
Report on Loan and TA Portfolio Performance for the Year Ending 31 December 2005.32 These 
show that in 2005 17% of projects were not subject to any kind of review or supervision by ADB. 
Moreover, the number of professional staff days devoted to review missions has declined from 
7,686 person-days in 1998 to 4,918 in 2005 (64% of the 1998 level). This decline in professional 
staff participating in review missions has, to some extent, been offset by the use of national staff 
for implementation reviews and through the expansion of resident missions. However, these 
factors do not always fully substitute for the expertise which can be provided by professional 
staff, nor do they take into account the expansion in both the number of countries ADB operates 
in and the greatly increased range of activities (including safeguard concerns) which need to be 
reviewed during implementation review missions in the mid-2000s as opposed to the mid-
                                                 
31 The ADTA budget for 2006 was $78.5 million. If $100,000 had been allocated to 60 newly approved projects for 

start-up consultants, the total required would have been $6 million. For 7.6% of the total ADTA budget, 
ADB projects approved in 2006 could have experienced enhanced start up and better chance of project success. 

32 ADB. 2006. Annual Report on Loan and TA Portfolio Performance for the Year Ending 31 December 2005. Manila. 
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1990s. Furthermore, resident missions, while providing valuable support, may have limited 
technical expertise available. Also, only around a third of projects are delegated to resident 
missions. 
 
89. On the other hand, almost all informants saw the compulsory midterm review as a 
positive means of resolving implementation problems and enhancing project performance. 
This step allows major issues with project design or implementation arrangements to be 
resolved. Two particular points were raised with reference to midterm reviews. The first is that if 
there are major issues to be resolved the midterm review can be too late. Sorting out major 
design or implementation issues in the third or fourth year of a 5 or 6-year project means that 
there are only 2 or 3 years left to complete the project successfully. The second is that the 
resolution of issues identified earlier is often delayed until the midterm review. In other words, 
at times it is used as an excuse not to take immediate action. 
 
90. Another issue raised by DMC informants is the lack of flexibility in the administration of 
projects by ADB. This relates primarily to changes in scope and/or implementation 
arrangements. Recent changes in procedures (April 2007) are expected to make such changes 
easier and provide more flexibility. Under the new procedures, a change which would have 
previously required Board approval can now in many cases be approved by the relevant vice-
president. On the other hand, the need for full safeguard compliance for a major change of 
scope (even though such a requirement might be justified) could both delay the implementation 
of a change and generate a reluctance on the part of busy project officers to suggest one, even 
if it may be required for effective project implementation. 
 
91. While greater supervision intensity by ADB is no guarantee of success, it certainly 
increases the chances that problems will be avoided or more speedily resolved when they 
occur. It also ensures that more expertise is available to contribute to better development 
results. However, the data shows less supervision by professional staff and anecdotal evidence 
from the EA consulted indicated long response times to requests to ADB, which may be 
indicative of an overcommitted system. 
 

2. Conclusions 

92. The following conclusions can be drawn from this overview of the implementation stage 
of the project cycle: 
 

(i) Significant delays often occur during the inception phase between loan approval 
and project implementation start up. The causes of these delays are diverse and 
sometimes unavoidable. Some suggestions for alleviating them include (a) using 
project start-up consultants as a matter of routine, and (b) allowing a small 
percentage of the loan amount to be disbursed after loan signing but prior to loan 
effectiveness in order to provide start-up funding to the EA. 

(ii) Despite oft-repeated recommendations to give greater importance to project 
implementation supervision, coupled with the ever-increasing number of 
implementation supervision requirements, the resources provided for project 
implementation supervision continue to be constrained. Quantified targets should 
be set for improved supervision. Future project success may decline unless 
improved supervision occurs, particularly given the large increase in the volume 
of approvals in recent years. 
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E. The Evaluation Stage 

93. In the project cycle analysis (Appendix 6), only one of the 17 factors (client ownership 
and competence) is considered critical in the evaluation stage, although the stage is considered 
important to most of the other factors (especially for ensuring the quality of ensuing projects and 
the future sustainability of the project being evaluated). One particular issue is the need to 
determine the best time for feedback from the evaluation process. With the new processing 
procedures there will now be an opportunity to provide such input at the time of both TA and 
project concept clearance, whereas earlier such input was often only available at the MRM 
stage which was often too late for meaningful uptake of lessons.   
 
94. From a broader perspective, informants raised the issue that it was not always evident 
that the results of evaluations themselves, and the reviews of evaluations, were acted on by 
ADB. This institutional inability to learn is reflected in the fact that many of the issues raised in 
this study were already raised 14 years ago in the report of the TFIPQ. Indeed, many of the 
findings of the TFIPQ are very similar to those of the current study (Appendix 9). This inability to 
apply lessons is also reflected in the AERs of 2005 and 2006, which raise questions about how 
OED and OED documents (e.g., PCRs and technical assistance completion reports) are used, 
and how often their lessons are addressed.  
 

V. SUMMARY OF RETROSPECTIVE AND REAL-TIME ANALYSES 

95. Combining the results of both the retrospective study and the real-time study, it is 
possible to see the links between the 17 factors affecting project success and the firsthand 
experiences provided by key informants at each stage of the project cycle. More importantly, 
the way in which the factors that cause poor performance may be perpetuated step by step 
through the project cycle also becomes clear. Such links can be summarized as follows. 
 
A. Project Identification 

96. During the CPS, a lack of clarity about, or knowledge of, the sector and its priorities 
can result in the selection of a project proposal which is less than relevant, or the choice of a 
less than optimal investment modality. The retrospective study shows that 35% of unsuccessful 
or partly successful projects were considered less than relevant or of low priority, and that for 
23% the wrong modality was chosen.  

 
97. During PPTA preparation, insufficient resources provided for PPTA fact-finding may 
result in a less than thorough review of the proposal and a less than adequate PPTA design, 
with deficient TOR and an inadequate budget. Not only will the lack of relevance and priority be 
perpetuated from the CPS stage, but also an overambitious project scope may be chosen, and 
critical social or environmental concerns may be missed. The retrospective study shows that 
51% of unsuccessful or partly successful projects had an overambitious scope, indicating the 
absence of sound analysis of the EA’s capacity to implement projects or carry out policy 
reforms. 
 
B. Project Preparation  

98. With regard to PPTA implementation (normally undertaken by consultants and 
supervised by the project team leader), informants raised issues about the prioritization of TA 
allocation among PPTA, ADTA, and regional TA projects. The result appears to be that too few 
resources are allocated for PPTA projects which need to address an expanding range of issues 
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and requirements, from environmental and resettlement issues to financial due diligence. 
Concerns were also raised about the reduced quality of consulting services as a result of 
changes in consultant recruitment methods. After adopting NBP in 2002, the role of PPTA has 
been changed from preparing the feasibility study to also preparing the RRP. PPTA should 
consider the lessons more carefully to be incorporated at this stage. This combination of factors 
could result in the recruitment of a PPTA consulting team that is (i) underfunded for the work to 
be done; (ii) not necessarily the best in its field; and (iii) as a result of earlier shortcomings 
during PPTA fact-finding and design, working to less than comprehensive TOR. The outcome 
may be that not only do the questions of relevance, modality, project scope, and social design 
remain unresolved, but also that (i) the technical analysis and design may be inadequate, 
(ii) implementation capacity upgrading requirements may not be properly diagnosed, 
(iii) ownership may not be developed by the EA, and (iv) implementation arrangements 
proposed may be ill-defined or unworkable. In this regard, a more general point that needs to be 
made is that consultants can generally not generate EA or DMC ownership as they usually do 
not have access to higher level officials or policy makers. Hence, ADB staff need to be involved 
in project preparation to a significant extent.  

 
99. If the time and budget allocated to the project team leader for supervision of the 
consulting team are insufficient, the above shortcomings may not be recognized or properly 
dealt with during review missions. Changing project team leaders during the project preparation 
period may further exacerbate the situation by wasting some of the limited time and resources 
of the PPTA consulting team and confusing the EA. The retrospective study of PCRs shows that 
63% of unsuccessful or partly successful projects suffered from inadequate design or technical 
analysis, 81% had deficient implementation capacity diagnosis or ownership-building measures, 
and 51% had inappropriate or unclear implementation arrangements. 
 
100. At the loan fact-finding stage, informants report heavy burdens on project team leaders, 
tight deadlines, a general lack of support and guidance, and a tendency for the support provided 
by the project team to be less than effective. Without adequate field time and support, project 
team leaders may not be in a position to correct any deficiencies which may have arisen during 
PPTA implementation. As a result, the deficiencies generated at the identification stage and 
during PPTA implementation may not be recognized or identified. They may then get carried 
over into the project design presented in the RRP. In addition, an inexperienced project team 
leader may not realize the importance of carefully formulating and negotiating project start-up 
arrangements at the time of loan fact-finding, resulting in further shortcomings in the overall 
project design. The retrospective study indicated that 60% of unsuccessful or partly successful 
projects suffered initial start-up problems and delays. 
 
C. Approval 

101. At the approval stage, many of the accumulated shortcomings of inappropriately 
identified or poorly designed project proposals may be missed or glossed over as a result of  
(i) a focus on institutional compliance with individual requirements33 rather than a thorough 
review of the project proposal per se, (ii) the late stage in the preparation process at which 
comments are received, and (iii) a lack of project experience among staff within the oversight 
divisions. All of these phenomena were noted by informants. Among PCRs for unsuccessful and 
partly successful projects reviewed, 67% reported that internal reviews had been deficient. 

                                                 
33 For example, does the design and monitoring framework conform to requirements? Is the resettlement plan 

acceptable? 
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The equivalent figure for successful projects was 43%, showing that even successful projects 
lack effective quality control. 
 
D. Implementation 

102. The pervasiveness of delays at the inception phase of project implementation may be a 
reflection of understanding in appropriate business practices or a lack of available financial 
resources at this time. Partly successful, unsuccessful, and successful projects analyzed 
showed a high level of start-up delays.34 In less than successful projects, however, these were 
exacerbated by (i) poorly defined start-up arrangements, (ii) lack of understanding of ADB 
procedures by EAs, (iii) poorly defined implementation arrangements, and (iv) lack of ownership 
by EAs. These, in turn, can be linked partly to inadequate project identification, ineffective 
project preparation, and a less than thorough internal review. They can also be linked to a lack 
of emphasis on project implementation by ADB in terms of both status and resources. 
The review of PCRs showed that 73% of projects which were rated unsuccessful or partly 
successful suffered due to a lack of ADB supervision. This includes the start-up period. 

 
103. Any deficiencies carried from the original shortcomings in the identification, preparation, 
and approval stages are manifested in the implementation stage. These are exacerbated at 
times by other factors, such as (i) lack of ownership and competence by the EA and its staff 
(62% of PCRs of less than successful projects reviewed); (ii) poor performance of consultants 
(37% of less than successful projects reviewed), contractors (27%), and suppliers (15%); 
(iii) unforeseeable technical problems (11% of less than successful projects reviewed); and 
(iv) unexpected institutional, political, or socioeconomic events (45% of PCRs of less than 
successful projects reviewed). The review of PCRs of successful projects indicates that, in 
many cases, these challenges can be overcome but the degree of supervision and guidance 
provided by ADB has an impact on this. As noted, in 73% of unsuccessful or partly successful 
PCRs reviewed, ADB’s support during implementation was considered too little and lacking in 
quality. For the successful projects reviewed, the equivalent figure is 35% (also a significant 
number). In view of the declining level of project implementation supervision reported by key 
informants and verified by published data, concern must be expressed for the levels of success 
to be expected by current and future projects. 
 
E. Evaluation 

104. If project quality and performance are to be improved, ADB must learn from its 
evaluations of past and ongoing projects. To date, there seems to be some systemic inability to 
do so. All of the major issues pointed out above (insufficient sector work, limited time and travel 
budget for PPTA fact-finding, PPTA implementation and supervision, limited field time and 
support for loan fact-finding, superficial internal review, excessive emphasis on loan approval 
versus loan implementation, and deficient level of implementation supervision) have been 
pointed out repeatedly in the past, starting in particular with the report of the TFIPQ in 1994, and 
yet 14 years later these same problems still affect project performance. The factors affecting 
project quality are well known so the issue is doing something about them.  
 

                                                 
34 Preliminary analysis of PCR data about the gap between approval and effectiveness indicates the average delay of 

about 6 months in the case of less than successful projects and about 7 months in the case of successful projects. 
However, both statistics have high variance—a characteristic that perhaps captures the underlying varied nature of 
each project. (Also see Appendix 10.)  
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105. In summary, the following processes occurred for about 30% of the projects for which 
PCRs were produced during the 5 years covering 2002–2006, resulting in them being rated less 
than successful:  
 

(i) Shortcomings in project selection, and design at the identification and 
preparation stages, were left undetected or unresolved at the approval stage.  

(ii) These shortcomings then became manifest at the implementation stage but were 
left unresolved, at least in part due to a lack of guidance and supervision by ADB 
staff. 

(iii) Additional problems arising during the implementation stage also went 
unresolved, again partly due to a lack of guidance and supervision.  

(iv) The result was less than successful project implementation and completion, 
ranging from a partial accomplishment of the intentions of the project 
(partly successful) to none at all (unsuccessful). 

 
VI. SOME KEY ISSUES AND RECOMMENDATIONS 

A. Overloading of the Project Team Leader 

106. The analysis conducted reveals the prime importance of the project team leader in 
determining project quality and project performance. The project team leader is responsible for 
(i) preparing the TA concept paper; (ii) undertaking the PPTA fact-finding mission; (iii) reaching 
agreement with the borrower on the scope of the PPTA; (iv) preparing the TA paper (including 
the PPTA consultants' budget and TOR); (v) selecting the consultants to implement the PPTA; 
(vi) supervising the PPTA consultants during project preparation and ensuring that they follow 
the TOR and complete their tasks; (vii) reviewing the consultant’s project preparation report; 
(viii) representing ADB at tripartite discussions on the consultant's report; (ix) preparing the 
project concept paper; (x) leading the loan fact-finding mission; (xi) negotiating the 
memorandum of understanding on the project scope, cost, implementation arrangements, and 
safeguard arrangements with the government; (xii) preparing the RRP and circulating it for 
comments; (xiii) answering comments from all relevant divisions; (xiv) presenting the project 
proposal at the MRM; (xv) carrying out appraisal, revising the RRP, and presenting it to the staff 
review committee; (xvi) negotiating (as chief negotiator) the loan with the DMC borrower’s 
officials; (xvii) finalizing the RRP; (xviii) answering Board members’ questions prior to Board 
presentation; (xix) presenting the project proposal to the Board; and (xx) administering the 
project for at least the first year after approval. 
 
107. As such, the responsibilities of the project team leader have always been daunting. 
However, the role and duties of the project team leader are now reaching a point where the 
level of responsibility (coupled with limited support) may soon have an effect on project quality 
at entry and project performance. The list of added responsibilities beyond the technical 
capabilities of any one individual includes (i) reviewing environmental documents and the 
posting of these documents on the internet, if required; (ii) reviewing the resettlement plan; 
(iii) reviewing indigenous peoples and gender development plans; (iv) reviewing financial due 
diligence; (v) preparing a procurement plan; (vi) preparing a poverty analysis; (vii) ensuring that 
a participatory process was followed in project preparation and during loan fact-finding, and 
documenting it; (viii) complying with the new Disclosure Management System; and (ix) acting as 
chief negotiator during loan negotiations. These are all in addition to the project team leader’s 
standard duties of (i) negotiating the project proposal with the borrower, (ii) liaising with other 
donors, (iii) undertaking sector analysis, (iv) defining the project scope, (v) preparing or 
supervising the preparation of the project cost, (vi) defining the implementation arrangements, 
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(vii) preparing TOR for implementation consultants, (viii) carrying out or supervising the 
economic and financial analysis, and (ix) actually writing the RRP document. Moreover, much of 
this is to be undertaken within a 3–4 week fact-finding mission plus a 1 or 2 week appraisal 
mission. The new concept clearance procedures instituted in April 2007 will tend to reduce the 
available time even further by making loan fact-finding and appraisal discretionary. 
 
108. Although the project team leader should be supported in these activities by a project 
team, the evidence shows that project teams have become progressively less effective over the 
past 5 years and, in many cases, members of the project team provide little substantial input. 
In some cases, this input is instead provided by staff consultants, but informants report 
increasing difficulty in obtaining budget for staff consultants for TA supervision and loan fact-
finding purposes. Moreover, staff consultants do not provide continuity, and once their 
assignments are completed, project team leaders are, again, often left with little support and no 
institutional memory.  
 
109. Project team leaders are also underserved in terms of logistical support. Typically, in an 
operational division, three project team leaders are served by one administrative assistant. 
Professional project implementation staff are supported by (often highly experienced and 
effective) national support staff. Project team leaders have no such equivalent support and must 
depend on their shared assistant. Moreover, restrictive travel policies could result in doing back-
to-back missions.  
 
110. Unless measures can be taken to ensure effective project teams to supervise project 
preparation, and unless sufficient support can always be provided for project team leaders, 
future project quality and project performance may suffer.35 
 
111. Recommendation. Project teams have been less than effective in adequately 
supporting the project team leaders. Management should continue to explore modalities for 
strengthening team work (including through appropriate incentives) to have better burden 
sharing in teams. 
 
B. Budgetary Support not Commensurate with Expanding PPTA Scope 

112. Issue. The scope of PPTAs has been expanding over time to sometimes include even 
preparation of the draft RRP. However, PPTA budgets have not changed as much. 
Management’s initiative in the Work Plan and Budget Framework 2006–2008 to increase PPTA 
to 40% of the TA portfolio was very appropriate. However, the actual figures for 2006 and 2007 
do not reflect this intention. The TA budget allocated to PPTA went up marginally to 25% in 
2006 (from 22% in 2005) but  dropped to 17% in 2007, the lowest level in the past 11 years. 
Hence, Management’s well-intended goal has yet to be achieved.   
 
113. Recommendation. Management should review PPTA funding requirements in light of 
the current and future scope of PPTAs and ensure the necessary PPTA funds. 
 

                                                 
35 When considering trends in project performance, it is important to take into account the lag time between project 

approval and project completion. Projects being prepared now will only be assessed in 5–7 years time. 
Improvements in performance in 2000–2007 relate to projects prepared and approved in the mid- to late-1990s. 
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C. Need for Greater Project Supervision to Avoid Implementation Delays 

114. Issue. Adequate supervision of ADB projects during the project implementation phase is 
very important in influencing ultimate project success. It is during this phase that all of the 
accumulated shortcomings in project design are manifested and are further accentuated by a 
number of other factors generic to this phase of the project cycle. Despite this, the number of 
professional staff days devoted to implementation review missions dropped by 36% between 
1998 and 2005. This drop may be compensated to some extent by the implementation functions 
undertaken by national staff in resident missions for delegated projects which account for about 
a third of all active projects. Nevertheless, implementation delays have not reduced over the 
years. 
 
115. Recommendation. Current resource allocation for project implementation supervision 
should be reexamined for adequacy. Start-up delay, which is a common feature for most 
projects, should receive special attention, and adequate resources should be made available 
including thorough flexible use of TA and loan funds and/or greater internal human resource 
allocation. 
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THE IMPACT OF BUSINESS PRACTICES AND CHANGES IN BUSINESS PRACTICES 
ON PROJECT PERFORMANCE 

 
1. The business practices followed by the Asian Development Bank (ADB) were originally 
designed to ensure quality and high levels of performance in the identification, preparation, 
approval, implementation, and evaluation of the projects which it helps to finance. Of necessity, 
because of the nature of ADB’s mandate and the diverse characteristics of its member 
countries, they are applied over a wide range of circumstances depending on the country 
concerned and the sector in which projects are to be implemented. With minor variations, the 
same business practices are applied to countries as small as the Cook Islands and as large as 
the People’s Republic of China (PRC) or India, and in sectors such as agriculture, education, 
transport, finance, and power, all of which have unique characteristics when it comes to project 
design and implementation requirements. Moreover, ADB’s business practices have been 
applied with few fundamental changes over a 40-year period, during which many developing 
member countries (DMCs) have progressed through a range of economic and developmental 
circumstances. 

2. As a result, the efficiency and effectiveness of ADB’s business practices vary depending 
on the particular circumstances of the country or sector within which they must operate. There is 
no “one size fits all” set of business practices which is optimal to the institution and its clientele. 
Clearly, the same business practices have a different impact and different implications if they 
are applied to operations in Kiribati or in India. But even within the same country, the difference 
between sectors can be significant. For example, the country assistance program evaluation for 
the PRC1 notes the rapid technological development in the country’s transport and power 
sector, and urges ADB to adapt its business practices for projects within the country to make 
them more relevant. On the other hand, projects within the agriculture sector (now one of the 
PRC’s own top investment priorities) face problems with concept, design, implementation 
arrangements, and internal processing which have tended to significantly delay preparation 
activities and reduce the impact of ADB’s planned interventions in that sector. Clearly the 
business practices which have worked well in the transport and power sectors are not as 
effective in the agriculture sector in which different conditions prevail. 
 
3. From time to time ADB has made concerted efforts to recognize cases when business 
practices have affected project performance and has made changes intended to improve their 
effectiveness and efficiency. Changes to business practices are also regularly made to 
incorporate new policies aimed at making ADB-supported projects more effective and 
sustainable. Over the past decade major changes in business practices have included 
(i) the requirement for land acquisition plans for all project proposals starting in 1998; 
(ii) the reorganization in 2001, during which the former Programs Department was subsumed 
into the current regional departments; (iii) the implementation of the New Business Processes in 
2002, entailing a new sequence of steps during the project cycle; (iv) the adoption of a new 
disclosure policy in 2003; (v) the requirement for additional financial analysis and due diligence 
activities in 2003 over and above those already undertaken; (vi) the adoption of new measures 
for performance-based lending in 2004; (vii) the adoption of new lending modalities, such as 
multitranche financing facilities in 2005; (viii) the adoption of new guidelines for the use of 
consulting services in 2005; (ix) the adoption of a revised medium-term strategy in 2006; 
(x) the delegation of a number of steps in the consultant recruitment process from the Central 
Operations Services Office to the user department in 2005 and 2007; (xi) the requirement for 
the preparation of a procurement capacity assessment and procurement plan during loan 

                                                 
1 ADB. 1998. Country Assistance Program Evaluation for the People’s Republic of China. Manila.  
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processing in 2006; (xii) changes in the procedures for country partnership strategies in 2007; 
(xiii) the adoption of a project concept procedure for technical assistance and loan proposals in 
2007; and (xiv) the delegation of authority for certain changes in scope from the Board to the 
vice-president in 2008.   
 
4. One of the problems with such changes (and the many more minor ones that were 
brought in over the same period) is the difficulty of assessing, both before and after they are put 
into practice, their real impact rather than their intended impact. For example, during country 
consultations, the study team was informed that a recent change in the deadline for the 
submission of project audit reports, which seemed reasonable enough, has had a significantly 
unexpected and negative impact in Sri Lanka. Until recently the time normally allowed for the 
submission of project audit reports for that country was 9 months, and this deadline was 
normally achieved. However, the deadline for audit submission has now been changed to 
6 months for all DMCs, regardless of country circumstances. The new deadline (a reduction of 
only 3 months) proved unattainable for many projects in Sri Lanka. As a result a number of 
projects have been declared “at risk,” and the country is seen as not achieving its development 
results. There have been two consequences of this. First, a number of ongoing projects appear 
to be underperforming when this is not necessarily the case. Second, due to the high level of 
projects declared at risk, Sri Lanka’s access to Asian Development Fund funding has been 
imperiled. A simple change in business practices has, thus, had a major impact on a DMC’s 
record of project implementation and, more importantly, its access to future development 
resources.  
 
5. Similarly, during the 2001 reorganization of ADB, the former Programs and Projects 
departments were merged in an effort to provide a greater operational country focus. As a 
result, the project team leader has now become the chief negotiator during loan negotiations, 
increasing the responsibilities of this staff position significantly. In some cases, there may be no 
negative consequences of this new procedure, and some project team leaders may even prefer 
the freedom to negotiate the project as they wish. On the other hand, since project team leaders 
are not necessarily assigned on a country basis, a number of project team leaders will not be 
familiar with the legal, institutional, or cultural system pertaining to a particular country, and may 
miss a key point or factor during negotiations. The result may be unworkable implementation 
arrangements, a perceived loss of ownership by the executing agency, or delays in project start 
up, all of which are likely to have a negative impact on project performance. 
 
6. Equally, a greater concern about safeguards in the past decade or so has resulted in an 
increased number of safeguard requirements when projects are being prepared. These include 
(i) environmental impact assessments or initial environmental examinations, (ii) environmental 
management plans, (iii) resettlement plans, (iv) gender development plans, (v) indigenous 
people development frameworks, (vi) procurement plans, and (vii) studies of prudential due 
diligence in the financial sector. A greater emphasis on safeguards during project preparation 
was indeed a laudable and needed change in business practices. However, one of the 
consequences was that since the funds available for project preparatory technical assistance 
(PPTA) operations were not increased concomitantly,2 the attention paid to technical and 
capacity-development issues during PPTA projects was reduced to accommodate all the new 
safeguard requirements. Fortunately, this effect has been recognized by Management. 
                                                 
2  The value of PPTA approved in 1997 was $42 million. The value of PPTA approved in 2005, nearly a decade later 

and after much more rigorous safeguard requirements had been put in place, was $42.4 million. While this is a 
slight increase in nominal terms, it represents a significant decrease of nearly 30% in real terms once inflation is 
taken into account. Figures for 2007 indicate a decrease to $40.6 million, and when adjusted to 1997 terms this 
only amounts to $29.5 million, still less than was allocated 10 years earlier. 
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The Work Program and Budget Framework 2006–20083 specifically aims at reducing the 
number of overall TA projects, while increasing the number of PPTA projects and the amount of 
funding allocated for them. This, in turn, should allow an appropriate focus on technical and 
capacity-development issues, while ensuring that safeguard aspects are also adequately 
covered. 
 
7. A final example of the impact of changes in business practices is that of the impact of an 
increasingly restrictive travel budget.4 Due to new travel restrictions, staff on mission travel have 
had increasingly limited travel options. This has resulted in a number of situations which could 
ultimately impact on project performance. In one instance related during an interview with the 
study team, due to restricted travel routings a staff member arrived in a DMC at 4 am on the day 
of loan negotiations after an overnight trip; they then had to be ready to commence negotiations 
at 9 am. The potential negative impact of such practices should be obvious—mistakes or 
oversights could be made during negotiations which would put a multimillion dollar loan in 
jeopardy. Travel restrictions may have achieved their purpose of reducing ADB’s administrative 
budget requirements but they appear to have been imposed without considering the likely 
impact on staff preparing projects and the consequent eventual impact on future project 
performance.  
 
8. The unintended consequences of changes in business practices leading to potential 
deficiencies in project performance can be particularly significant in the case of the cumulative 
impacts of a number of changes affecting the same staff position or the same segment of 
project cycle—e.g., the constantly increasing list of responsibilities facing project team leaders.

                                                 
3  ADB. 2005 Work Program and Budget Framework 2006–2008. Manila. 
4 Between 1997 and 2006, actual travel expenditures as a percentage of the total administrative budget declined 

from 6.37% to 5.57%. 
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METHODOLOGY 

1. The special evaluation study was carried out through a combination of research studies 
at the Asian Development Bank (ADB) headquarters and field studies in selected ADB resident 
missions in developing member countries (DMCs). It was undertaken in three phases. 
 
2. Phase 1. Phase 1 was undertaken at ADB headquarters and entailed 
 

(i) an overview of significant recommendations made to improve project quality over 
the past decade, including those made in country assistance performance 
evaluations, sector assistance performance evaluations, annual evaluation 
reports, and loan and technical assistance portfolio reviews; 

(ii) an in-depth review of all 75 project completion reports rated less than successful 
over the 5-year period, as well as a counter and confirmatory review of 40 
projects rated successful or highly successful from the same period; 

(iii) the identification of common factors which affect project performance; 
(iv) following appendixes 2 and 6 of the publication Business Process for the 

Reorganized ADB,1 and recent changes to sections D-11 and D-12 of the 
Operations Manual, the preparation of a sequential model of the project cycle 
covering project identification, preparation, approval, implementation and 
evaluation; 

(v) an identification within this model of the key points at which project performance 
could be affected either negatively or positively; 

(vi) an identification of the key staff, DMC, and third-party personnel 
(e.g., consultants) involved at each step of the project cycle; and 

(vii) formulation of questionnaires for use with headquarters, resident mission staff, 
and executing agency (EA) counterpart staff to determine (a) their exact role in 
ensuring project performance; (b) how it is carried out in a real-time situation; and 
(c) how they receive information, feedback on evaluations of previous projects, 
and key policy studies, and the constraints, if any, that they face in ensuring high 
levels of project performance. The questionnaires used for ADB staff are 
provided in Supplementary Appendix 1. For DMC personnel, a PowerPoint 
presentation was used and is provided in Supplementary Appendix 2. 

 
3. Phase 2. This phase consisted of interviews carried out with headquarters staff, resident 
mission staff, and EA counterpart staff recently or currently engaged in project identification, 
preparation, approval, and implementation. Thus, interviews on the preparation of country 
partnership strategies were undertaken with staff who are actually engaged in that activity. 
Interviews covering technical assistance took place with staff engaged in fact-finding missions 
or who had just returned from them. Interviews on project preparation took place with project 
team leaders and DMC staff engaged operationally in project preparation and project 
preparatory technical assistance consultant supervision activities. Interviews on project start up 
and implementation took place with ADB staff and DMC personnel directly engaged in those 
activities. In addition to headquarters staff, the interviews and questionnaires covered resident 
mission staff and DMC personnel in three representative countries (Indonesia, the Philippines, 
and Sri Lanka). Staff who participated in the interviews were active in a range of sectors, 
including agriculture, education, energy, finance, health, transport, urban development, and 
water supply. An effort was made to obtain input from headquarters, resident mission, and EA 
counterpart staff as they were engaged in the activities to be analyzed. The interviews covered 

                                                 
1  ADB. 2001. Business Process for the Reorganized ADB. Manila. 
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staff who had many years (even decades) of experience with ADB, and relatively new staff who 
had only been in employment for a few years. 
 
4. Phase 3. Phase 3 consisted of the consolidation of the findings of the study. It involved a 
review of the findings of the retrospective and project cycle studies within the context of the 
information garnered during the interviews of key informants and the responses to the 
questionnaires. This entailed an analysis of the results of the interviews to 
 

(i) confirm the importance and relevance of the success factors and key points of 
intervention as identified in phase 1;2  

(ii) identify a consensus on the structural and operational factors which contribute to, 
or detract from, the ability of staff to ensure and improve project performance;  

(iii) ascertain why some recommendations for changed or improved practices do not 
seem to have been followed, despite being raised in a number of evaluation 
reports;  

(iv) determine if and how past changes in business practices have affected the 
efficiency and effectiveness of the project processing system; and  

(v) determine how feedback to and from key staff at key points in the project cycle 
can be improved.  

 
5. This was followed by a confirmation of the perspectives and points of view of key 
informants presented during the interviews through the use of independent data available in 
existing reports, or from the Operations Evaluation Department database, following which a 
formulation of conclusions on the nature and genesis of the principal causes of poor project 
performance was possible. The study then identified critical factors which were considered 
important to bring to the attention of the Board and Management at the earliest possible time, 
and formulated suggestions on an approach and methodology for a possible future review of the 
Business Practices for the Reorganized ADB. Finally, the overall findings of the study were 
consolidated and presented in a manner suitable for dissemination. 

                                                 
2 The report presents the incidence of critical factors in simple percentages. Given the nature of underlying data 

(e.g., links between the factors and their knock-on effects), the use of standard quantitative and statistical methods 
was not considered appropriate, especially in view of the preliminary nature of the report.  
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LIST OF PROJECT COMPLETION REPORTS REVIEWED 
 

Table A3.1: Partly Successful and Unsuccessful PCRs Reviewed 
 

Serial No.   Loan No.   Project 
1  0772-PAK  Pat Feeder Canal Rehabilitation and Improvement 
2  0986-PHI  Angat Water Supply Optimization 
3  1076-PAK  Sindh Forestry Development 
4  1114-NEP  Upper Sagarmatha Agricultural Development 
5  1128-SRI  Southern Province Rural Development 
6  1150-PHI  Manila South Water Distribution 
7  1153-PNG  Transport Infrastructure Development 
8  1166-SRI  North Western Province Water Resources Development Project 
9  1181-IND  Coal Ports 

10  1186-INO  Smallholder Tree Crop Processing 
11  1191-PHI  Forestry Sector 
12  1201-SRI  Fisheries Sector 
13  1210-PAK  Teacher Training 
14  1223-INO  Development Finance Loan 
15  1224-PNG  Higher Education 
16  1225-PNG  Population and Family Planning 
17  1248-PRC  Fertilizer Industry Restructuring 
18  1254-PHI  Nonformal Education 
19  1257-FSM  Fisheries Development 
20  1258-INO  Sustainable Agriculture Development in Irian Jaya 
21  1275-SRI  Financial Management Training 
22  1278-PAK  Middle Sector Project 
23  1292-INO  Eastern Islands Urban Development Sector Project 
24  1295-LAO  Industrial Tree Plantation 
25  1296-INO  Second Integrated Irrigation Sector 
26  1304-PRC  Yunnan-Simao Forestation and Sustainable Wood Utilization Project 
27  1311-NEP  Irrigation Management Transfer 
28  1314-PAK  KESC Sixth Power Sector 
29  1333-PHI  Airport Development 
30  1339-INO  Capacity Building Project in the Water Resources Sector 
31  1347-PRC  Second Agricultural Bank of China 
32  1349-PAK  Punjab Rural Water Supply and Sanitation 
33  1352-INO  Rural Water Supply and Sanitation Sector 
34  1353-BAN  Coastal Greenbelt 
35  1367-PHI  Regional Municipal Development 
36  1371-PAK  Financial Sector Intermediation 
37  1372-PRC  Hainan Agriculture and Natural Resources Development 
38  1383-INO  Sumatra Urban Development Sector 
39  1384-INO  West Java Urban Development 
40  1389-RMI  Majuro Water Supply and Sanitation 
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Serial No.   Loan No.   Project 
41  1399-BAN  Command Area Development 
42  1404-VIE  Fisheries Infrastructure Improvement 
43  1428-INO  North Java Road Improvement 
44  1433-INO  Industrial Technology and Human Resource Development 
45  1440-PHI  Rural Water Supply and Sanitation Sector 
46  1449-INO  BAPEDAL Regional Network 
47  1451-NEP  Second Tourism Development 
48  1455-KAZ  Road Rehabilitation 
49  1458-LAO  Second Finance Sector Program 
50  1462-SRI  North Central Provincial Rural Development 
51  1471-INO  Family Health and Nutrition 
52  1475-INO  Segara Anakan Conservation and Development 
53  1493-PAK  Social Action Program (Sector) II 
54  1501-INO  Regional Development Account 
55  1503-CAM  Siem Reap Airport 
56  1512-NEP  Tribhuvan International Airport Improvement 
57  1516-PNG  Health Sector Development Project 
58  1541-KAZ  Basic Education 
59  1580-BAN  Capital Market Development Program 
60  1590-PHI  Power Transmission Reinforcement 
61  1599-PHI  Subic Bay Area Municipal Development 
62  1624-VAN  Comprehensive Reform Program 
63  1627-SOL  Public Sector Reform Program 
64  1632-SRI  Urban Development and Low Income Housing 
65  1651-TAJ  Post-conflict Infrastructure Program 
66  1658-PHI  Clark Area Municipal Development 
67  1661-NAU  Fiscal and Financial Reforms 
68  1662-PHI  Power Sector Restructuring Program 
69  1673-INO  Power Sector Restructuring Program 
70  1698-THA  Agricultural Sector Program 
71  1729-PHI  LGU Private Infrastructure Development Facility 
72  1791-RMI  Skills Training and Vocational Education 
73  1828-RMI  Fiscal and Financial Program 
74  1875-PNG  Public Services Program 
75   1904-TON   Economic and Public Sector Reform Program 

BAN = Bangladesh, BAPEDAL = Badan Pengendalian Dampak Lingkungan (Environmental Impact Management Agency), CAM 
= Cambodia, FSM = Federated States of Micronesia, IND = India, INO = Indonesia, KAZ = Kazakhstan, LAO = Lao People’s 
Democratic Republic, NAU = Nauru, NEP = Nepal, No. = number, PAK = Pakistan, PCR = project completion report, PHI = 
Philippines, PNG = Papua New Guinea, PRC = People’s Republic of China, RMI = Marshall Islands, SOL = Solomon Islands, 
SRI = Sri Lanka, THA = Thailand, TAJ = Tajikistan, TON = Tonga, VAN = Vanuatu, VIE = Viet Nam. 
Source: Operations Evaluation Mission analysis. 
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Table A3.2: List of Successful PCRs Reviewed 
 

Serial No.  Loan No.   Project 
1  0963-BAN  Eighth Power Project 
2  1126-INO  Central Java Groundwater Irrigation Development Project 
3  1184-INO  Upland Farmer Development Project 
4  1197-MAL  Rehabilitation and Upgrading of Water Supply Systems Sector 
5  1234-LAO  Sixth Road Improvement 
6  1237-NEP  Microcredit Project for Women 
7  1270-PRC  Tangshan and Chengde Environmental Improvement Project 
8  1287-BAN  Road Overlay and Improvement 
9  1288-PHI  Power Transmission Project 

10  1297-PAK  Third Punjab On-Farm Water Management 
11  1306-THA  Regional Roads (Sector) Project 
12  1316-RMI  Health and Population 
13  1343-IND  Industrial Energy Efficiency 
14  1379-PHI  Umiray-Angat Transbasin Project 
15  1401-PAK  Rural Access Roads Project 
16  1405-INO  Power Transmission (Sector) Project 
17  1420-KAZ  Education Project 
18  1421-PHI  Cordillera Highland Agricultural Resource Management 
19  1436-PRC  Second Industrial Energy Efficiency and Environment Improvement 
20  1442-INO  Basic Education Project 
21  1452-NEP  Kali Gandaki "A" Hydroelectric Project 
22  1457-VIE  Rural Credit Project 
23  1494-THA  Skills Development Project 
24  1504-UZB  Rural Enterprise Development 
25  1521-BAN  Second Primary Education Sector 
26  1554-KGZ  Education Sector Development Project 
27  1564-VIE  Rural Infrastructure Sector 
28  1567-SRI  Southern Provincial Roads Improvement 
29  1591-IND  LPG Pipeline Project 
30  1611-THA  Social Sector Program 
31  1631-UZB  Railway Rehabilitation Project 
32  1641-PRC  Changchun-Harbin Expressway (Hashuang/Changyu Expressways) 
33  1691-PRC  Southern Yunnan Road Development Project 
34  1692-PRC  Suzhou Creek Rehabilitation Project 
35  1699-THA  Higher Education Development Project 
36  1708-BAN  Southwest Road Network Development 
37  1743-MON  Second Financial Sector Program 
38  1824-CAM  Emergency Flood Rehabilitation Project 
39  1825-BAN  Southwest Flood Damage Rehabilitation Project 
40   1965-INO   Financial Governance and Social Security Reform Program 

BAN = Bangladesh, CAM = Cambodia, IND = India, INO = Indonesia, KAZ = Kazakhstan, KGZ = Kyrgyz Republic, LAO = Lao 
People’s Democratic Republic, MAL = Malaysia, MON = Mongolia, NEP = Nepal, No. = number, PAK = Pakistan, PCR = project 
completion report, PHI = Philippines, PRC = People’s Republic of China, RMI = Marshall Islands, SRI = Sri Lanka, THA = 
Thailand, UZB = Uzbekistan, VIE = Viet Nam. 
Source: Operations Evaluation Mission analysis. 
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REASONS FOR LACK OF PROJECT SUCCESS 
 
A. Characteristics 

1. The special evaluation study looked at all 75 projects for which project completion 
reports (PCRs) were completed between 2002 and 2006, and for which the PCR and/or project 
performance assessment report ratings were less than successful.1 The projects covered 
comprised projects and program loans approved between 1985 and 2002 in 23 developing 
member countries, including in the Pacific region, and all major sectors including agriculture, 
energy, finance, industry, social infrastructure, and transport. In terms of country coverage, 
the most represented countries were Indonesia (20% of projects reviewed), the Philippines 
(14%), Sri Lanka (10%), and the People’s Republic of China (PRC) (8%). In terms of sectors 
covered, 42% of the projects were in the agriculture sector, 20% in the social infrastructure 
sector, 12% in the transport sector, 8% in the finance sector, and 14% were described as multi-
sector (usually covering program loans). 
 
B. Reasons for Limited or Lack of Project Success 

2. The reasons attributed by the PCRs to limited or lack of project success are many. 
The PCRs cover such a wide range of projects and modalities in a range of sectors in such a 
variety of environments over a nearly 20-year time period that it is often difficult to find much in 
common among the PCR conclusions. The commonality between the factors affecting the 
outcome of a coal ports project in India and those affecting the development of family planning 
project in Papua New Guinea or a pulp mill in the PRC is often not readily discernible, nor are 
the similarities between the deficiencies of an upland agriculture project in Irian Jaya (now 
Papua) in Indonesia and the shortcomings of an education project in Pakistan. On the basis of 
careful analysis, however, a pattern emerged and a number of generic reasons were identified. 
While these could be subdivided and structured in several different ways, the study was able to 
identify 17 distinct reasons as the basis for less than successful project performance ratings. 
These were (i) questionable project relevance and inappropriate selection; (ii) the wrong choice 
of modality; (iii) an overambitious project scope; (iv) inadequate technical analysis and/or 
inappropriate technical design; (v) inadequate or inappropriate social design; (vi) deficient 
capacity-building and ownership measures; (vii) inappropriate or unclear implementation 
arrangements; (viii) less than rigorous internal review; (ix) initial project start-up issues and 
delays; (x) insufficient knowledge of Asian Development Bank (ADB) procedures by the 
executing agency (EA) or implementing agencies (IAs); (xi) insufficient or deficient supervision 
by ADB; (xii) poor consultant performance during implementation; (xiii) poor contractor 
performance during implementation; (xiv) problems with suppliers of equipment; (xv) lack of 
client ownership or competence; (xvi) unforeseeable institutional, political, socioeconomic, or 
environmental factors; and (xvii) unforeseeable technical problems. 
 
3. These reasons are not discrete but are interrelated. For example, initial project start-up 
issues and delays may be connected to both a less than thorough analysis of implementation 
arrangements and a lack of knowledge by the EA of ADB procedures or, equally, to a less than 
thorough analysis of the EA’s implementation capacity. Similarly, a poor choice of project or 
modality or an overambitious project scope is also connected to a less than thorough internal 
                                                 
1  Project completion reports (PCRs) were used as a basis for selection of the projects to be analyzed since these 

provide the most recent assessment of project quality. Project performance evaluation reports tend to be 
undertaken 2–3 years after PCRs, and thus are somewhat older and less relevant to current conditions. Another 
value of using PCRs is that they are undertaken by the operational departments themselves and are thus self-
assessment by the operational departments of the degree of success of their lending operations. 
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review which should have been able to identify the problem prior to the presentation of the 
project to the Board for approval. 
 
4. While all of these reasons were factors in preventing success in the projects reviewed, 
there was no clear pattern of how this happened. In some cases a lack of project success could 
be attributed to one single factor (cancellation of the loan by the borrower, for example, or the 
impact of the Asian financial crisis). In others, and more commonly, a number of factors had a 
cumulative effect on project success which ultimately resulted in a less than successful rating. 
Moreover, despite their overall ratings, most projects reviewed did have some positive 
outcomes. The projects ranged from those rated just below successful because, for example, 
one component or element had not been achieved, to a small number where few favorable 
outcomes of any kind could be identified at project completion or cancellation.  
 
C. The Reasons in Detail 

5. A further description of the 17 reasons identified is given below: 
 

1. Questionable Relevance and Inappropriate Selection  

6. This category relates to the relevance of the project and not to the relevance of the 
sector. The first step in a country partnership strategy is to prioritize sectors for ADB investment. 
This is done on the basis of overall national development priorities, along with an assessment of 
ADB’s perceived comparative advantage in providing assistance in terms of its past experience, 
modalities, and funding availability. However, once priority sectors are established, the next step 
is to identify projects within particular sectors which have high impact and meet overall 
development goals. The review indicated that, at times, this was not done and projects were 
included which did not really further the overall development of a particular sector. For example, 
while the development of the agriculture sector in Indonesia may be a major and important 
priority, the implementation of a moderately sized agriculture development project in the isolated 
provinces of Irian Jaya (now Papua) is unlikely to have a sustainable, sectorwide impact or even 
a significant poverty reduction impact. Similarly, the promotion of industrial tree plantations in 
the Lao People’s Democratic Republic (Lao PDR), where there has been no history of such 
enterprises, where land tenure issues have yet to be resolved, and where most agricultural 
enterprises are either state-owned or are still operating at a subsistence level, must also be 
queried. 
 

2. Wrong Choice of Modality  

7. Many of the cases citing this reason were project loans in the social infrastructure or 
agriculture sectors consisting of a large number of subprojects which, because of the rigidity of 
the project modality, could not deal with subproject issues which arose during implementation. 
The PCRs covering several of these projects considered that a sector loan approach would 
have given more flexibility and the opportunity to change subprojects if insurmountable 
implementation issues arose. A poor choice of modality was also cited as a reason for the poor 
performance of program loans, which aimed to achieve policy or institutional changes requiring 
time and consensus, since this could often not be achieved within the normally short program 
loan implementation period. Such interventions may have been better designed as sector 
development programs implemented over a longer time frame. In addition, there had obviously 
been a degree of misunderstanding of the program loan modality. Some program loans, 
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for example the Agriculture Sector Program Loan to Thailand,2 were not really policy-based 
program loans but are sector loans or sector development programs which had been 
misclassified as program loans. 
 

3. Overambitious Project Scope  

8. Many of the projects reviewed had a scope which was excessively ambitious given the 
implementation time frame, the geographic area to be covered, and the capacity of the agencies 
involved. One example is the Sumatra Urban Development Sector Project in Indonesia,3 which 
aimed at infrastructure improvement in 20 different urban centers based on a design previously 
used for one or two large cities. Another was the Family Health and Nutrition Project,4 also in 
Indonesia, which aimed to bring about changes at the family level in 15 isolated districts 
throughout Indonesia through agencies which were known to have limited implementation 
capacities. Several projects, and especially program loans, expected major institutional or 
behavioral changes to be accomplished in the relatively short project or program implementation 
period (generally 5–7 years for an investment project and 2–3 years for a program loan). 
This was simply unrealistic. 
 

4. Inadequate Technical Analysis and/or Inappropriate Technical Design   

9. The PCRs for 63% partly successful and unsuccessful projects reviewed indicated that a 
more thorough technical analysis, or a more considered design, would have prevented 
implementation problems. The Angat Water Supply Optimization Project in the Philippines5 was 
delayed for 5 years due to a technical dispute over the type of piping to be used. Technical 
issues also contributed to the problems facing the Yunnan-Simao Forestation and Sustainable 
Wood Utilization Project in PRC.6 This was the result of the project preparation consultants 
recommending an undersized design for a pulp mill which was unable to handle the volume of 
wood needed to be financially sustainable. Some design issues were not so dramatic but 
consisted of, for example, an overemphasis on physical infrastructure rather than institutional 
and capacity development under rural development and agriculture development projects. 
Others were related to the number of agencies involved and the complexity of the project 
proposals. The Second Tourism Infrastructure Development Project in Nepal,7 for example, 
consisted of several unrelated components ranging from solid and liquid urban waste disposal 
to airport renovation. These had only a tenuous link with each other and were the responsibility 
of different EAs. Some components worked while others did not, but a focus on one or two 
sectors or subsectors might have provided a greater chance for success. 
 

                                                 
2 ADB. 1999. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grants to Thailand for the Agriculture Sector Program. Manila. 
3  ADB. 1995. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to 

Indonesia for the Sumatra Urban Development Sector Project. Manila. 
4  ADB. 1996. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to 

Indonesia for the Family Health and Nutrition Project. Manila. 
5 ADB. 1989. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grant to the Republic of the Philippines for the Angat Water Supply Optimation Project. 
Manila. 

6  ADB. 1994. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 
Technical Assistance Grants to the People’s Republic of China for the Yunnan-Simao Forestation and Sustainable 
Wood Utilization. Manila. 

7  ADB. 1996. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to Nepal 
for the Second Tourism Infrastructure Development Project. Manila. 
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5. Inadequate or Inappropriate Social Design  

10. This is one reason for a lack of success on a number of agriculture and social 
infrastructure projects which depend on a high degree of beneficiary participation during project 
implementation and the post-implementation phase, especially in terms of operation and 
maintenance. In the Northwestern Province Water Resources Management Project in Sri 
Lanka,8 for example, not enough effort was put into getting farmers’ organizations involved in 
project implementation and operation and maintenance. As a result, the improved cropping 
patterns expected were not achieved, and post-project maintenance of irrigation structures was 
not up to the standards which would ensure sustainability. Under the Segara Anakan 
Conservation and Development Project in Indonesia,9 a different problem was encountered. 
There was insufficient consultation with beneficiaries during project design, and there was no 
real mechanism for consultations to be carried out during project implementation. As a result, 
there was public opposition to one of the major components of the project (a river diversion 
which was, in effect, designed to help preserve a lagoon, but which was opposed by lagoon 
residents). This ultimately resulted in the cancellation of the loan and an unsuccessful rating. 
 

6. Deficient Capacity-Building and Ownership Measures  

11. Among EAs and IAs capacity problems can be found at several levels. These include 
(i) capacities at the individual staff level in the form of deficient technical expertise; and (ii) 
capacity issues at the agency level characterized by difficulties in mobilizing staff and initiating 
project implementation, and the ability within the overall government system to support the 
implementation. Deficiencies in any of these aspects can lead to project implementation and 
sustainability problems. Unfortunately, they are often glossed over during project preparation 
and appraisal since they are assumed to be endemic to many developing countries. Also, 
preparing measures to deal with capacity issues is not an easy or straightforward task since it 
often entails changing individual behaviors, corporate culture, or institutional procedures. 
Moreover, many of the consultants and staff involved in project preparation have little or no 
experience in diagnosing capacity issues, or designing capacity-enhancement interventions. As 
a result, even if capacity problems are identified during project formulation, adequate provisions 
are not always made to deal with them. A related and critical factor is ownership of the project 
by the EA and its staff. If the project is not seen as a crucial and central part of their regular 
activities and/or is of outside genesis, then the management and staff of the EA will not feel a 
compelling need to ensure project success. Identifying capacity development jointly with the EA 
is a key step in developing ownership and a key step in ensuring project success. 
 

7. Inappropriate or Unclear Implementation Arrangements  

12. Factors contributing to this reason include shortcomings such as (i) expecting agencies 
to undertake activities beyond their mandate, or for which their staff are not trained; (ii) missing 
out on key steps in the implementation process; or (iii) failing to define which particular activities 
should be undertaken by what agency. Examples include (i) the Command Area Development 
Project in Bangladesh,10 wherein engineers of the Bangladesh Water Development Board were 

                                                 
8 ADB. 1992. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grant to Sri Lanka for the Northwestern Province Water Resources Management Project. 
Manila. 

9  ADB. 1996. Report and Recommendation of the President to the Board of Directors on Proposed Loans and 
Technical Assistance Grant to Indonesia for the Segara Anakan Conservation and Development. Manila. 

10 ADB. 1995. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to 
Bangladesh for the Command Area Development Project. Manila. 
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expected to form and mobilize water-user groups with a predictable low degree of success; 
(ii) the Rural Water Supply and Sanitation Sector Project in the Philippines,11 which required 
cooperation among at least three government agencies at three levels, as well as communities 
in 20 different provinces, resulting in confusion among the implementers as to who had 
responsibility for what; and (iii) the PRC Second Agricultural Bank of China Project,12 which did 
not include sufficiently rigorous selection criteria for sub-borrowers, resulting in several of the 
enterprises (supported by subloans) being found post facto to be financially unviable. 
 

8. Less Than Rigorous Internal Review 

13. Many of the shortcomings outlined above must have been clear and obvious to some, 
if not all, readers of internal documentation, especially the draft report and recommendation of 
the President. Moreover, the Operations Evaluation Department regularly publishes reports 
which warn—on a sector, regional, and country basis—against exactly these shortcomings in 
project identification and preparation. Nonetheless, from time to time, projects with obvious 
shortcomings and flaws seem, somehow, to have slipped through the internal review system. 
This was especially so for projects designed to meet some emergency situation, or with a high 
political profile. Three examples of such projects which turned out to be less than successful 
are: (i) the Agriculture Sector Program Loan to Thailand,13 (ii) the Social Sector Program Loan 
to Thailand,14 and (iii) the Rural Enterprise Development Project in Uzbekistan.15 This category 
also includes projects for which the EA was known to have had past implementation problems 
but which were, nevertheless, allowed to slip through the internal review process without 
sufficient safeguards. These include the Command Area Development Project in Bangladesh, 
the Second Financial Sector Program Loan in the Lao PDR, and the North Central Province 
Rural Development Project in Sri Lanka. 
 

9. Initial Project Start-Up Issues and Delays 

14. Many diverse issues and factors resulted in delayed project start up for the projects 
reviewed. Some were unique to particular countries such as (i) the need for internal government 
approval through a Planning Commission form 1 in Pakistan and Bangladesh, (ii) the release of 
budget funds in the Philippines, and (iii) the need to obtain Cabinet approval for internationally 
financed projects in India. Others were generic, such as unexpected delays in land acquisition 
or in the recruitment of consultants. Basically, many of the start-up issues and delays should 
have been foreseen and prepared for during project preparation or during the project 
preparatory technical assistance stage, the loan fact-finding stage, or the appraisal stage. But 
often this was not done. In other cases, such delays really were unexpected and there was little 
that could have been done to prevent them. The delays in land acquisition for the Davao Airport 
under the Philippines Airport Development Project16 appear to fall into this category. In this 

                                                 
11  ADB. 1996. Report and Recommendation of the President to the Board of Directors on Proposed Loans to the 

Republic of the Philippines for the Rural Water Supply and Sanitation Project. Manila. 
12  ADB. 1994. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grant to the People’s Republic of China for the Second Agricultural Bank of China Project. 
Manila.  

13  See footnote 2. 
14  ADB. 1998. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grants to Thailand for the Social Sector Program. Manila. 
15  ADB. 1996. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grant to Uzbekistan for the Rural Enterprise Development Project. Manila. 
16 ADB. 1994. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grant to the Republic of the Philippines for the Airport Development Project. Manila. 
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case, proactive intervention by both the EA and ADB was necessary but was not always 
forthcoming. 
 

10. Insufficient Knowledge of ADB Procedures 

15. Over the past four decades a large number of staff in a variety of EAs and IAs have 
become familiar with the procurement and reporting procedures of ADB and the World Bank, 
among other donors. Nonetheless, there are still a large number of agencies and their staff who 
have had little exposure to internationally funded projects. This is increasingly the case, in fact, 
as the devolution of implementation responsibilities proceeds from the national level to 
provincial and district level, especially in countries such as India and the PRC. As a result, 
project implementation momentum is often lost due to unfamiliarity with ADB procedures by the 
staff of EAs and IAs directly charged with project implementation. While this was not often a 
cause of lack of project success in the projects reviewed, this unfamiliarity often aggravated 
design or start-up problems, and made it more difficult to resolve conceptual, design, and start-
up issues. 
 

11. Insufficient or Deficient Supervision by ADB 

16. This category covers shortcomings in both the frequency and the quality of supervision. 
The accepted standard for reviews by ADB is two per year. For many of the projects reviewed it 
was considerably less than this, and these reviews were often of short duration. In many cases, 
when project sites were scattered, only those close to the capital city were visited. Even taking 
into account staff limitations and the existence of a resident mission in most member countries, 
it is still hard to be convinced that five visits by an ADB mission over a project implementation 
period of 5 years or more is sufficient to supervise a multimillion dollar project for which the 
preparation has probably cost close to $1.0 million17—especially when the project had 
acknowledged implementation or design problems.  
 
17. In addition to the frequency of supervisory reviews, a further issue identified in the PCRs 
reviewed was the quality of supervision by ADB. In some cases the reports noted that ADB staff 
were loathe to make critical decisions or reluctant to push the EA or IA to do so. In a few cases, 
faulty advice or incorrect information was given. Most often, the result was that projects which 
should have been subject to a major change of scope, or even cancellation, were allowed to 
continue, resulting in additional costs for both the EA and ADB without any concomitant outputs 
or outcomes.  
 
18. Another significant issue was the lack of continuity of ADB staffing. Often each review 
mission was led by a different person so that project and institutional memory was lost, as was 
the knowledge of the implementation problems being faced and the past agreements which had 
been reached. 
 
19. It may be noted that for many projects improvements were often made at the time of the 
midterm review. In some cases, however, this was too late in the project implementation period 
to bring the performance rating up from less than successful to successful. 
 

                                                 
17 If the costs of the project performance technical assistance, loan fact-finding, and appraisal missions are included. 
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12. Poor Consultant Performance During Implementation 

20. The performance of project implementation consultants may be of greater or lesser 
importance depending on the type of project, the implementation capacity of the EA, and 
the level of responsibility assigned to the consultants in the project design. In some projects, 
especially those with weak EAs and IAs which lack significant experience with multilateral 
projects, the competence and capacity of consultants is critical. In addition, consultant capacity 
is a crucial factor in countries with a weak contracting sector, since it is often the consultant who 
must bring poor performance on the part of contractors and suppliers to the attention of the EA 
or IA. Nonetheless, while poor consultant performance was found to be an important factor in 
determining lack of success, it was not a critical factor, having been reported in only 37% of less 
than successful projects. With adequate competence on the part of the EA or IA and adequate 
supervision by ADB, problems of consultants' competence should have been readily resolved. 
This reason being identified as a factor in so many cases interrelates with EA or IA competence, 
a lack of ADB support, and a lack of understanding of ADB procedures by the borrower and its 
agencies. 
 

13. Poor Contractor Performance During Implementation 

21. This seems to be an issue in countries where the local contracting industry is not well 
developed, often in countries which have a history of public-sector-implemented construction 
such as Nepal, Sri Lanka, and Viet Nam. Problems have also been reported in the Lao PDR 
(in the Lao PDR Country Assistance Program Evaluation).18 Poor contractor performance 
results in extra costs and delays in implementation when (i) work needs to be redone, (ii) there 
is reduced life of completed works, and (iii) disputes between the EA and underperforming 
contractors divert the attention and energy of EA staff and management from normal 
implementation activities.  
 

14. Problems With Suppliers of Equipment 

22. Problems with suppliers of equipment tend to be more serious than problems with 
consultant and contractor performance. Consultants and contractors can be replaced and 
payment can be withheld for underperformance. However, equipment which is substandard or 
inoperative has generally already been paid for. Often the equipment required is specialized and 
is not easy to replace. This has been a problem for airport development projects, industrial 
development projects, and water supply projects. In the projects reviewed, these problems 
cause delays and cost overruns but have not generally led to complete failure. 
 

15. Lack of Client Ownership or Competence 

23. In some cases, projects appeared to have been more donor-driven than internally 
generated, or to have been conceived by higher planning or policy-formulating levels of the 
government rather than by the EA or IA tasked with implementing them. One result was that 
implementation suffered due to a lack of interest or ownership in the project or component by 
the EA or IA and its staff. In other cases, implementation was simply beyond the competence of 
the EA or IA staff within the confines of the bureaucratic system in which they have to work.  
 
24. Ideally an institutional and capacity analysis at the time of project preparation or 
appraisal should identify such factors and make contingencies for them; in reality, this often 

                                                 
18  ADB. 2006. Country Assistance Program Evaluation for Lao People’s Democratic Republic. Manila. 
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does not happen. Projects suffering from a lack of ownership included, among others, 
(i) the BAPEDAL Regional Network Project in Indonesia,19 for which the regional environment 
centers to be established were, in fact, given a different mandate by the Ministry of Environment 
from what had been intended at appraisal once the project had been approved; (ii) the Capacity 
Building in the Water Resources Sector Project,20 also in Indonesia, for which the project 
performance assessment report noted “there is no indication of where demand for the project 
originated, nor of commitment to its objectives by senior management (of the EA);” and 
(iii) the Siem Reap Airport Project in Cambodia21 for which ADB provided a loan for expansion 
of a domestic passenger terminal, while the Government’s preference was for an international 
passenger terminal.  
 
25. Lack of EA and IA competence was often reported in the PCRs and project performance 
assessment reports for projects which had multiple components or were spread over wide 
geographical areas, with implementation responsibilities devolved to provincial or district staff. 
One such example was the Second Tourism Development Project in Nepal22 for which the 
municipal government of Pokhara proved to have insufficient technical expertise to implement 
the solid- and liquid-waste components. Another was the Population and Family Planning 
Project in Papua New Guinea,23 for which the EAs were simply institutionally incapable of 
managing the project and implementing several of the project components.  
 
26. In some projects, the problems with EAs and IAs went much further than lack of 
ownership or lack of competence, and reached the level of inappropriate governance. Under the 
Middle School Project in Pakistan,24 funds from the imprest account were misappropriated, and 
under the Yunnan-Simao Forestation and Sustainable Wood Project in the PRC,25 the EA 
unilaterally changed the agreed project scope and procured equipment for a 100,000 tons/year 
capacity pulp mill rather than a 50,000 tons/year mill, as appraised by ADB. 
 

16. Unforeseeable Institutional, Political, Socioeconomic, and Environmental 
Factors 

27. This category covers a wide range of factors beyond the control of ADB or the EAs and 
IAs which affected the implementation performance of the projects studied. Instances were as 
varied as (i) the Asian financial crisis; (ii) political upheaval in Indonesia and Nepal; (iii) changes 
of government in the Philippines; (iv) changes in the mandate of the EAs and IAs themselves 
(e.g., with the Northwestern Province Rural Development Project in Sri Lanka,26 the EA of which 
changed parent ministries four times during the project implementation period); or 
(v) cancellation of the loan by the EA, as happened with the Kazakhstan Basic Education 
Project.27 The key characteristic of the factors in this category is that they were unforeseeable, 
                                                 
19  ADB. 1996. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grant to Indonesia for the BAPEDAL Regional Network Project. Manila. 
20  ADB. 1994. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to 

Indonesia for the Capacity Building in the Water Resources Sector Project. Manila. 
21  ADB. 1996. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and 

Technical Assistance Grant to Cambodia for the Siem Reap Airport Project. Manila. 
22  See footnote 7. 
23  ADB. 1993. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to Papua 

New Guinea for the Population and Family Planning Project. Manila. 
24  ADB. 1993. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to 

Pakistan for the Middle School Project. Manila. 
25  See footnote 6. 
26  See footnote 8. 
27  ADB. 1997. Report and Recommendation of the President to the Board of Directors on Proposed Loans and 

Technical Assistance Grant to Kazakhstan for the Basic Education Project. Manila. 
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not just unforeseen. It is the role of the preparation and appraisal teams to assess the likely 
risks for a project, and then to design mitigation measures. However, some factors, like the 
ones listed above, were really unforeseeable at the time of appraisal and, thus, preventive or 
mitigation measures could not be taken. The only means to mitigate their effect was through 
timely and proactive measures by both ADB and the EA. In some cases, such measures were 
formulated or implemented, resulting in reduced negative impacts to the project outcomes; in 
others, they were not. 
 

17. Unforeseeable Technical Problems 

28. Several projects reviewed suffered unforeseeable technical problems. For example, 
under the Segara Anakan Conservation and Development Project in Indonesia,28 the lagoon to 
be preserved by the project had already shrunk to one third of the size it had originally been 
between the time of project identification and the initiation of implementation activities. In the 
Tangshan and Chengde Environmental Improvement Project in the PRC,29 one of the industrial 
subprojects taken up could not be put into operation when the supplier of some key equipment 
went into bankruptcy, and the Airport Development Project in the Philippines30 suffered cost 
overruns and delays due to structural problems in the Davao passenger terminal building. 
As with unforeseeable institutional, political, and socioeconomic factors, these factors could not 
be dealt with as part of the risk mitigation measures formulated during the design phase since 
they were not within the perception or conception of the project designers. All that could be 
done was to deal with them the best way possible once they arose. 

                                                 
28  See footnote 9. 
29  ADB. 1993. Report and Recommendation of the President to the Board of Directors on Proposed Loan to the 

People’s Republic of China for the Tangshan and Chengde Environmental Improvement Project. Manila. 
30  See footnote 13. 
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FACTORS AFFECTING PROJECT SUCCESS AND THEIR FREQUENCY 
 

Reasons for Partly Successful or 
Unsuccessful Ratings 

Frequency Among Less 
than Successful Projects 
(% of partly successful and 

unsuccessful projects 
reviewed) 

Frequency Among 
Successful Projects 

(% of successful projects 
reviewed) 

Questionable Relevance and 
Selection 

35 10 

Wrong Modality 23 13 

Overambitious Project or Program 
Scope 

51 23 

Inadequate Technical Analysis or 
Inappropriate Technical Design  

63 30 

Inadequate or Inappropriate Social 
Design 

45 15 

Deficient Capacity and Ownership 
Building Measures 

81 23 

Inappropriate or Unclear 
Implementation Arrangements 

51 30 

Less-Than-Rigorous Internal Review 67 43 

Initial Project Start-Up Issues and 
Delays 

60 60 

Insufficient Knowledge of ADB 
Procedures by EA or IA 

43 22 

Insufficient or Deficient Supervision 
by ADB During Implementation 

73 35 

Poor Consultant Performance During  

       Implementation 

37 25 

Poor Contractor Performance During   

      Implementation 

27 27 

Problems with Suppliers of 
Equipment 

15 18 

Problems with Client Ownership or 
Competence During 
Implementation  

63 15 

Unforeseeable Institutional, Political, 
Socioeconomic, or 
Environmental Factors 

45 10 

Unforeseeable  Technical Problems 11 13 

ADB = Asian Development Bank, EA = executing agency, IA = implementing agency. 
Sources: Project completion reports as reviewed by the study team. 
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PROJECT CYCLE AND PROJECT QUALITY MATRIX—POINTS OF INTERVENTION TO ENSURE PROJECT SUCCESS 

 
Stage in the 
Project Cycle Identification Preparation Approval Implementation Evaluation 

Key Activity CPS TA Concept 
Clearance 

TA Fact 
Finding 

PPTA 
Imple-

mentation 

Loan 
Concept 

Clearance 

Loan 
Fact 

Finding 
Internal 
Review Inception 

Prior to 
Midterm 
Review 

After 
Midterm 
Review 

Post-
Project 
Review 

Project Quality 
Factor 

           

Relevance and  
     Priority 

Critical Critical Critical Important Important  Important    Important 

Modality Critical Critical Critical Important Important  Important    Important 
Project or  
     Program Scope 

 Critical Critical Critical Critical Critical Important    Important 

Technical  Design 
and Analysis 

   Critical Critical Critical Important    Important 

Social  Design  Critical Critical Critical Critical Critical Critical    Important 
Implementation 

Capacity and 
Ownership 
Building 
Measures 

   Critical Critical Critical Critical    Important 

Implementation 
Arrangements 

   Critical Critical Critical Critical    Important 

Thorough  Internal 
Review 

 Critical   Critical  Critical    Important 

Start-Up 
Arrangements 

    Critical Critical Critical Critical   Important 

Knowledge of ADB 
Procedures by 
EA or IA 

       Critical Critical Important Important 

Supervision by 
ADB 

       Critical Critical Important Important 

Client Ownership 
and 
Competence 

       Critical Critical Critical Critical 

Consultant 
Performance 
During 
Implementation 

        Critical Critical  

Contractor         Critical Critical  
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Stage in the 
Project Cycle Identification Preparation Approval Implementation Evaluation 

Key Activity CPS TA Concept 
Clearance 

TA Fact 
Finding 

PPTA 
Imple-

mentation 

Loan 
Concept 

Clearance 

Loan 
Fact 

Finding 
Internal 
Review Inception 

Prior to 
Midterm 
Review 

After 
Midterm 
Review 

Post-
Project 
Review 

Project Quality 
Factor 

           

Performance 
During 
Implementation  

Supplier 
Performance 
During 
Implementation 

        Critical Critical  

Institutional, 
Political, or 
Socioeconomic 
Environment 

 

       Beyond 
EA or 
ADB 

control 

Beyond 
EA or 
ADB 

control 

Beyond EA 
or ADB 
control 

Important 

Unforeseeable  
Technical 
Problems 

       Beyond 
EA or 
ADB 

control 

Beyond 
EA or 
ADB 

control 

Beyond EA 
or ADB 
control 

Important 

ADB = Asian Development Bank, COSO = Central Operations Services Office, CPS = country partnership strategy, EA = executing agency, IA = implementing agency, 
PPTA = project preparatory technical assistance, TA = technical assistance. 
Note:  Critical = intervention should take place at this point to ensure project success; Important = project quality factor should be taken into consideration during this 

particular stage of the project cycle. 
Source: Operations Evaluation Mission analysis. 
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PROJECT CYCLE AND CRITICAL PARTICIPANTS IN ORDER OF DIRECT RESPONSIBILITY FOR PROJECT QUALITY 
 

Stage in 
the 
Project 
Cycle 

CPS TA Fact 
Finding 

PPTA 
Implemen-

tation 
Loan Fact 

Finding 
MRM to 
Board 

Approval 

Project/ 
Program 
Inception 

Project/ 
Program 

Implemen-
tation 

Post-Project 
Review 

Key 
Actors 

        

ADB Staff 1. programs 
economist 

2. country 
director  

3. sector 
specialists 

4. country PAU 
head 

 

1.  project 
team 
leader 

2.  project 
director 

3.  country 
director 

4.  COSO 
specialists 

5.  safeguard 
specialists 

6.  regional 
director 
general 

1. project 
team 
leader 

2. safeguard 
specialists 

3. economic 
and 
financial 
specialists 

4. project 
director 

1. project 
team leader 

2. technical 
specialists 

3. economic 
and financial 
specialists 

4. safeguard 
specialists 

5. legal 
specialists 

6. project 
director 

7. regional 
director 
general 

1. project 
team 
leader 

2.  legal 
specialists 

3. project 
director 

4. regional 
director 
general 

5. regional 
vice 
president 

6. president 
7. Board 

1. project 
officer 

2. project 
team 
leader (if 
different 
from 
project 
officer) 

3. PAU head 
4. legal 

specialists 
5. project 

director 
6. country 

director 

1. project 
officer 

2. COSO 
specialists 

3. legal 
specialists 

4. project 
director 

5. country 
director 

6. regional 
director 
general 

 

1. project 
officer 

2. evaluation 
specialists 

3. project 
director 

4. OED  
directors 

5. OED director 
general 
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Stage in the 
Project 
Cycle CPS TA Fact 

Finding 
PPTA 

Implemen-
tation 

Loan Fact 
Finding 

MRM to Board 
Approval 

Project/ 
Program 
Inception 

Project/ 
Program 

Implemen-
tation 

Post-Project 
Review 

DMC 
personnel 

1.  main 
planning 
agency 

2.  main 
financing 
agency 

3.  EA staff  

1. EA staff 
2. main 

planning 
agency  

3. main 
financing 
agency  

 

1. EA 
headquarters 
staff 

2.  EA field staff 
3.  main 

planning 
agency 

4.  main 
financing 
agency 

1.  EA 
headquarters 
staff 

2.  main planning 
agency 

3.  main financing 
agency 

1.  EA 
headquarter
s staff 

2. main 
planning 
agency 

3. main 
financing 
agency 

1.  EA 
headquart
ers staff 

2. EA field 
staff 

 

1.  EA HQ 
staff 

2.  EA field 
staff 

 

1. EA HQ staff 
 

Third 
parties 

1.  program 
consultants 

2.  sector 
consultants 

1. staff 
consultants 

1. PPTA 
consultants 
(joint with 
mission 
leader) 

1.  staff 
consultants 

 
 

  1. implemen-
tation 
consultants 

2. contractors 
3.  suppliers 

1. staff 
consultants 

ADB = Asian Development Bank, CPS = country partnership strategy, COSO = Central Operations Services Office, DMC = developing member country, EA = executing 
agency, HQ = headquarters, MRM = management response meeting, OED = Operations Evaluation Department, PAU = project administration unit, PPTA = project 
preparatory technical assistance, TA = technical assistance. 
Note: Positions shown in bold = main responsibility. 
Source: Operations Evaluation Mission analysis. 
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MAIN RESPONSIBILITY FOR DIFFERENT PROJECT PERFORMANCE FACTORS  
 

Main Responsibility Program 
Economist 

Project 
Team 

Leader 

PPTA 
Consult

-ants 
Technical 

Specialists 

Safeguard,  
Economic 

and 
Evaluation 
Specialists 

Line 
Agency 

Staff 

Project 
Implemen

-tation 
Officers 

PAU 
Heads 

Procurement  
and Legal 
Specialists 

Sector and 
Country 

Directors 

Project Quality 
Factor 

          

Relevance and 
Priority X X X X X X    X 

Appropriate Modality X X X X X X    X 
Project or Program 

Scope  X X X X X    X 

Technical Design 
and Analysis  X X X  X   X  

Social Design  X X  X X     
Implementation 

Capacity and 
Ownership 
Building Measures 

 X X X  X   X  

Implementation 
Arrangements  X X X X X   X X 

Thorough  Internal 
Review     X   X X X 

Start-Up 
Arrangements  X X   X X X X X 

Knowledge of ADB 
Procedures by EA 
or IA 

 X    X X X X  

Supervision by ADB      X X X X X 

Client Ownership 
and Competence  X X   X X X   

Consultant 
Performance 
During 
Implementation 

     X X X X  

Contractor 
Performance 
During 

     X X X X  
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Main Responsibility Program 
Economist 

Project 
Team 

Leader 

PPTA 
Consult

-ants 
Technical 

Specialists 

Safeguard,  
Economic 

and 
Evaluation 
Specialists 

Line 
Agency 

Staff 

Project 
Implemen

-tation 
Officers 

PAU 
Heads 

Procurement  
and Legal 
Specialists 

Sector and 
Country 

Directors 

Project Quality 
Factor 

          

Implementation 
Supplier 

Performance 
During 
Implementation 

     X X X X  

Institutional, Political 
or Socioeconomic 
Environment 

X X X    X X X X 

Unforeseeable  
Technical Problems       X X  X 

ADB = Asian Development Bank, EA = executing agency, IA = implementing agency, PAU = project administration unit, PPTA = project preparatory technical 
assistance. 
Note: X marks in shown in bold denote main responsibilities.  
Source: Operations Evaluation Mission analysis. 
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THE TASK FORCE ON IMPROVING PROJECT QUALITY AND ITS LEGACY— 

A RETROSPECTIVE 
 
A. Major Findings and Recommendations in the Context of the Special Evaluation 

Study  

1. In April 1993, in response to increasing concerns about project quality, the Task Force 
on Improving Project Quality was set up by the Asian Development Bank (ADB). With the help 
of four working groups, the task force undertook a comprehensive diagnostic analysis of ADB 
operations and identified key weaknesses in ADB’s business practices that were adversely 
affecting project quality. Based on this analysis, the report identified the directions in which ADB 
should proceed and made specific recommendations towards this end for the consideration of 
Management in January 1994. This appendix describes the main thrust of the report and revisits 
the issues identified by the task force in light of the findings of the current study. 
  
2. At the outset, the task force recognized the two distinct sets of viewpoints about ADB 
operations, i.e., ADB as an agency for transferring financial resources to its developing member 
countries (DMCs), and ADB as an agency for delivering maximum development impact in 
DMCs. The task force observed that those who saw ADB essentially as an agency for 
transferring resources tended to put more pressure on expediting processing and approving 
projects so that funds could be transferred rapidly (the so called “approval culture” on page 5). 
In comparison, those concerned with the development impact of ADB investments put more 
emphasis on the thorough processing of projects and their proper implementation, so that the 
ultimate goals of the project could be reached and intended benefits could accrue to the 
countries and populations concerned.  
 
3. Many of the issues identified by the report as affecting project quality have surfaced 
again in this special evaluation study (SES). For example: 
 

(i) At the time of the study, some 60% of post-evaluated projects were rated 
successful, and the balance less than successful. This indicates that some 
improvement among the present group of projects analyzed by the study in that 
the percentage of successful projects has increased to 70%, which is 
an improvement—although not a dramatic one—over a 15-year period, 
especially since the basis for assessment was project completion reports (PCRs) 
which tend to require more rigorous assessment. 

(ii) The degree of ownership of projects by the borrowing DMC and its agencies was 
perceived as a critical issue in determining project success. This factor is still a 
major consideration in determining project success, and ADB does not seem to 
have yet learned how to build and ensure ownership for many of the projects it 
finances. Eighty-one percent of less than successful projects had deficient 
ownership and capacity-building measures, and lack of ownership during 
implementation affected 63% of such projects. 

(iii) The task force reported constrained financing availability for macroeconomic and 
sector analysis. The SES noted the continual requirement for sector work 
in particular, and the shortage of funds and staff capacities to undertake this type 
of activity. 

(iv) The task force noted the widening gap between commitment and disbursement, 
and indicated the need to enhance implementation capacity and improve portfolio 
management. The SES has noted that project quality continues to be affected by 
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low levels of ADB supervision, and also that professional staff resources devoted 
to portfolio management have been steadily declining over the past decade. 

(v) The SES noted the lack of realistic capacity assessment and measures to 
improve capacity. As mentioned above, the SES has indicated that this remains 
a major cause of reduced project quality, and resources are not being made 
available during the project preparatory technical assistance (PPTA) phase to 
remedy this problem. 

(vi) The degree of beneficiary involvement in project preparation was raised as a 
concern. The SES indicates that seriously constrained resources available for 
project preparation basically preclude any real or serious beneficiary involvement 
during the PPTA phase. 

(vii) The task force has also noted that ADB's corporate culture gives higher priority to 
project preparation and related loan approvals than to project administration 
activities. This preference is reflected in (a) the extent of resources made 
available for one activity compared with another, (b) the relative recognition given 
to staff involved in these separate activities, and (c) the degree of Management 
time devoted to monitoring and guiding portfolio management. The SES has 
determined that these conditions still prevail. 

 
4. Following the project cycle, the task force made the following observations, many of 
which the SES has determined as still being valid 15 years hence: 

 
1. The Project Identification Stage 

5. The task force noted that some identified projects do not necessarily reflect the preferred 
strategic emphasis of ADB in the DMC and the sector concerned, nor do they always take 
adequate account of the institutional and absorptive capacities of the government, 
nongovernment organizations, and beneficiary organizations to be involved, and that more 
systematic economic and sector work and comprehensive institutional assessments to support 
the identification, prioritization, and selection of projects needs to be done. This finding is similar 
to the findings of the SES regarding this stage of the project cycle.  
 
6. The task force also noted that in order to meet budgetary or staffing constraints, PPTA 
fact-finding missions are underfunded or understaffed. Consequently, the missions are not 
always able to adequately develop strong government understanding of, and support and 
commitment to, the proposed project concept or to conduct comprehensive site visits and 
consult adequately with a cross section of prospective beneficiaries and nongovernment 
organizations. The current study has determined that such conditions still prevail and are, 
perhaps, more severe than at the time they were reported by the task force due to increasing 
budgetary restrictions on staff consultancies and travel. 

 
2. The Project Preparation Stage 

7. During the project preparation stage, the task force noted that, very simply, PPTA is the 
main project preparation process. It further noted that when PPTA implementation and 
supervision begin, ADB and the DMC partially lose ownership of the PPTA. Hence, the eventual 
technical assistance feasibility study report is the consultant's report rather than ADB's or the 
borrower's. The task force perceived that a cause of eventual inappropriate project designs is 
the inadequate attention and resources devoted to PPTA supervision and support. The SES has 
found that this situation still prevails, and that perhaps even less input is made by ADB staff 
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than at the time the report was produced. Again, this is due to limited staff resources and a 
constrained travel budget. 
 
8. With regard to the need for a project brief after receipt of the consultants’ project 
preparation report, the task force is particularly explicit. It notes that: 
 

Because of resource constraints as well as the pressure of the approval culture, reviews 
of feasibility studies sometimes take place in the field when the final tripartite meeting to 
discuss the PPTA report is synchronized with the loan fact-finding mission. This practice 
is generally not appropriate, and can do much to compromise project quality. It does not 
afford an opportunity for interdepartmental and interdisciplinary review of the feasibility 
study, for the preparation of a preliminary project brief, as a prelude to the fact-finding 
mission or for the identification of weak areas of project design that require specific 
attention. The Task Force considers that the preparation of a preliminary project brief on 
the basis of the feasibility study prior to the project fact-finding mission will result in more 
clearly focusing the terms of reference of the mission. 

 
9. The SES team notes that this procedure, condemned by the task force, has now 
become standard practice and that it has had, and will have, significant negative effects on 
project quality and staff morale. 
 
10. Furthermore, with regard to loan fact-finding activities, the task force found that: 
 

The conduct of project fact-finding missions as currently undertaken by Bank staff can 
be substantially improved….Loan fact-finding missions should visit project sites, consult 
with a cross section of prospective beneficiaries, devote detailed attention to institutional 
capacities and arrangements and the government/project-beneficiary interface, and 
confirm in-field demand and the validity of the risk/sensitivity analyses undertaken by the 
feasibility study; besides addressing the traditional technical, financial, and economic 
issues. Accordingly, the missions should have greater flexibility with respect to their 
duration and staffing. 

 
11. Ironically, the latest change in business practices has made this crucial stage optional, 
a step which the SES team finds both incomprehensible and potentially seriously damaging to 
project quality. 
 

3. The Approval Stage  

12. With regard to internal approval, the task force recommended that, in general, 
ADB should adopt a longer time frame for processing projects, particularly from the project fact-
finding stage to loan approval. It also noted that more frequent pre-appraisal missions will 
demonstrate to the borrowers, as well as to processing staff, Management's firm commitment to 
enforcing certain standards of project quality regardless of impacts on lending levels and 
schedules. In this context, the SES noted the fact that the approval process, particularly the 
internal review process, does not seem to capture flaws in project design, and that it has 
become formulaic and procedural rather than substantial. Moreover, rather than more time 
being allowed, the current ethic seems to be to shorten the time period as much as possible, 
placing pressure on project team leaders in particular. 
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4. The Project Implementation Stage 

13. The task force noted that in terms of resource allocation, project supervision and 
administration consistently receive less priority than project processing and preparation. 
In principle, each ongoing project should be reviewed in the field at least twice a year. In fact, 
the number of project review missions was falling—from an average of 1.38 missions per project 
in 1987 to 1.17 in 1992, with average person-days per project review mission falling from 10.45 
in 1987 to 7.38 in 1992. The SES notes that this situation has not improved. Indeed, the number 
of professional staff days per year devoted to project administration has been falling 
consistently, as has the number of reviews. In 2005, only 83% of projects were reviewed. 
It must also be noted that some positive recommendations made in the report were adopted by 
Management. These included the establishment of a project administration unit in each 
operational division, and the institution of a formal midterm review for each project.  
 

5. The Evaluation Stage 

14. The task force noted that, considering the time, effort, and expense involved in preparing 
the PCR, greater utilization of PCR findings should be made in ADB operations. 
It recommended (i) an upgraded PCR format, which would provide an evaluation of 
performance and would, to some extent, substitute for project performance assessment reports; 
and (ii) that PCRs should be undertaken for all projects on a timely basis. This recommendation 
was accepted and the SES is based upon a detailed analysis of such PCRs. The task force 
further noted that “Too few project performance assessment reports comment on internal 
processes of ADB or the executing agency as factors for improving project performance. When 
they do, institutional factors affecting project performance are often not translated into practical 
remedial actions.” The SES may be considered the first, belated, step in addressing this 
observation. 
 
B. The Legacy of the Task Force Recommendations 

15. ADB Management reviewed the task force recommendations and examined its 
proposals closely. It devoted significant resources and initiated many remedial actions to 
addressing the issues raised. These changes culminated in the 2001 reorganization of ADB, 
under which the Programs and Projects departments were merged together to improve internal 
coordination of ADB operations.1  The new Regional and Sustainable Development Department 
was created for strengthening the input of cross-cutting themes into ADB operations, especially 
poverty reduction, gender development, and environment protection. Improved knowledge 
management was adopted explicitly in ADB’s agenda.2 Most importantly, a set of New Business 
Processes (NBP)3 was introduced to simplify and streamline operations while augmenting 
country focus and orientation. These measures were expected to help fulfill several objectives 
outlined by the task force to improve project quality. 
 
                                                 
1  ADB. 2003. Review Panel Report 2003 (para.3, p. 1). Manila. “The…review of the organizational structure was 

guided by a number of principles: (i) mainstreaming governance and capacity building, environmental and social 
development, and private sector development; (ii) balancing country and sector considerations; (iii) strengthening 
ADB’s regional role and identity; (iv) enhancing client and stakeholder orientation; (v) maintaining technical 
excellence and skills; (vi) emphasizing effectiveness and efficiency; (vii) maintaining checks and balances 
consistent with effectiveness; (viii) clarity of responsibility and value addition; (ix) ownership of change; and 
(x) continuity in change.”  

2  Boom. 2005. The Asian Development Bank’s Knowledge Management Framework. KM4Dev Journal. Vol 1, No. 2. 
Available: http://www.km4dev.org/journal 

3 ADB. 2001. New Business Processes. Manila. 
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16. For unknown reasons, some of the major recommendations of the task force were not 
acted upon. These included the need for a project brief stage during project processing, despite 
the fact that the task force emphasized its importance in ensuring project quality, and the need 
to provide adequate time for project formulation and processing. In fact, the project brief stage 
was explicitly dropped from the NBP in an effort to speed up loan processing. 
 
17. For example, while recommendations on establishing a project administration unit in 
each operations division and instituting a midterm review were followed, the recommendations 
on mandatory budgeting for two reviews per project per year, and limiting the number of projects 
being handled by project administration staff to a maximum of four, were not pursued.  Likewise, 
the recommendations to provide greater incentives to project administration staff were not 
followed-up. Further, the allocation of resources to project administration has continued to 
decline. In other words, reforms were implemented in bits, and the potential synergy gains were 
compromised. 
  
18. Notwithstanding this, some significant changes have taken place in ADB’s business 
practices due to the task force recommendations. However, PCRs reviewed under the SES, as 
well as other recent evaluation documents, clearly indicate that the challenge of improving 
project quality continues to defy reform efforts and elude ADB. Essentially, the same set of 
problems persists. Although internal ADB documents continue to regularly acknowledge the 
lessons learned, there is little evidence to suggest that practice has improved project quality. 
NBP, introduced in 2001, has not been able to dent the “approval culture;” in fact, it continues. 
Project implementation continues to be short of resources and in need of Management support. 
DMCs, especially those most in need of assistance, continue to remain vulnerable and less 
capable of displaying ownership and accountability for ADB investments. 
 
C. Changing Project Environment 

19. In the meantime, the changes in the operational environment, pointed out in the SES, 
continue. There are pressures on ADB to further abridge the processing time and deliver 
projects quickly. This often leads to the front-loading of the project preparation phase with 
institutional requirements, critical country issues, and policy dialogue. One would expect that 
because of this front-loading, more resources, attention, and support would be provided from 
ADB, but this has not been the case. Moreover, this stage of project preparation is still generally 
outsourced. Currently it is often carried out beyond the full attention of both the DMC and ADB. 
Consequently, investment proposals are still likely to have less-than-full ownership on the part 
the borrower as well as ADB.  
 
20. In addition, the subsequent processing requirements further limit the involvement of ADB 
staff. Besides the project brief being dropped under the NBP (despite the emphasis of the task 
force on it), other changes have made loan fact-finding and appraisal optional and discretionary. 
Previously these three stages (i.e., project brief, loan fact-finding, and appraisal) particularly 
represented the main involvement of ADB staff, especially project team leaders, in project 
formulation. Under recently changed business practices, project profiles are more likely to be 
determined by the consulting team, with some rewriting, formatting, and tinkering within ADB to 
forge consensus. The country ownership, especially beneficiary participation, is likely to remain 
limited and perfunctory. The changes in business practices could still work well if the consulting 
team was conversant with ADB practices, but the consequences can be hazardous for ADB 
investments when such is not the case.  
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21. Likewise, one would have thought that, in view of the front-loading of tasks mentioned 
above, allocations for PPTA would increase because cutting back on financial resources at this 
incipient stage can literally lead to inefficient and ineffective investments. PPTA allocations are, 
however, not increasing; certainly not in real terms when one accounts for price changes and 
the growing list of development concerns that must be addressed under projects. Some of the 
recent changes in hiring practices of consulting firms have also adversely impacted on the 
quality of consultants and are identified in the main text. The argument being made here is not 
against making changes in these procedures, but to take into account their larger implications 
when making them. Unlike the task force recommendations that were rooted in a 
comprehensive diagnosis, one gets the impression that the recent changes being introduced in 
the procedures are ad hoc in nature and no regard is given to their larger impact.  
     
22. The pressure of limited time and financial resources should ideally be responded to by 
improving utilization instead of pursuing the easier approach of cutting across the board or 
dropping the activities. Business practices have a proactive role in redesigning the procedures 
and stringing activities together in a manner that leads to better utilization of resources. The task 
force noted the emphasis on enhancing productivity within ADB, especially in the face of the 
growing complexity of projects that have many cross-cutting and safeguard issues, 
e.g., environment, gender, indigenous people, land laws, poverty, and relocation. A project can 
hardly proceed these days without factoring these concerns into its design. Most of these issues 
require an in-depth knowledge of country-specific situations, and need time and resources to be 
done well. In practice, however, every PPTA proposal lays down the concerned aspects as if 
these are going to be studied from the very beginning and for the first time. This is so even 
when these inputs are required every year and, in some cases, many times within a year.  
 
23. For countries with a large portfolio, it would make better sense to have such country-
specific basic studies done beforehand, and update them in time to link with specific projects. 
Resident missions that were expanded in the late 1990s (in recognition of the task force’s 
recommendation on decentralization) should serve as platforms for keeping such country-
specific databases and details. Likewise, national officers can be groomed to be the anchor for 
investment projects to guard against the loss of information, disappearance of documents, and 
lapses in institutional memory. Lack of continuity and loss of institutional memory are key 
problems in knowledge management within ADB. Currently there is no place to obtain complete 
understanding about projects other than through direct contact with the project team leader. 
Attention to project implementation remains deficient, notwithstanding the recommendations of 
the task force report. It has been noted that the midterm restructuring of the project is often not 
fully informed due to lack of knowledge about the project. Under such conditions, periodic 
“spring cleaning” becomes attractive and expeditious, although at heavy cost to the DMCs. 
Closure decisions are seldom fine-tuned to maintain consistency with ex ante economic 
evaluation.4           
 
D. Implications in Designing Quality Investments  

24. Returning to the larger picture, the Asia and Pacific region has experienced 
unprecedented rapid economic growth since the early 1990s, and DMCs have accumulated 
huge foreign exchange reserves. As a consequence, the resource transfer function of ADB does 
not enjoy as much competitive advantage as at the time the task force prepared its 
                                                 
4  This is an interesting point. While ex ante economic evaluation is carried out as part of processing the project, little 

use is made of such evaluation afterwards while implementing, changing, or closing down the project. Such neglect 
seems to be prevalent in the World Bank also. Perhaps it is also indicative of the limited value that practitioners 
attach to the exercise. In brief, exits tend to follow summary procedures rather than strategic winding down.  
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recommendation. On the other hand, ADB’s development role is expanding, especially in light of 
what remains to be done in the region with regards to demographic transition, energy, 
environment protection, financial management, inequities, infrastructure, institution building, and 
service delivery.  
 
25. In other words, ADB’s continued relevance is crucially dependent upon its ability to meet 
the requirements of rapidly growing economies which are not necessarily short of foreign 
exchange. In the wake of the 1997 Asian financial crisis, ADB’s regional character bestowed 
upon the institution tremendous goodwill and the trust of its DMCs, who are facing many other 
complex issues and more uncertainty than before. They are in need of policy reforms that 
promise tremendous pay-offs and remain at the top of the development agenda. ADB cannot 
afford to squander this historic opportunity. Past development experience is a huge capital 
resource that ADB could draw upon to inform its prospective activities. For this to happen, as 
suggested by the task force, ADB must change its corporate culture (p. 33, para. 101; and p 43, 
para 125), and transform itself into a learning organization. ADB’s continued relevance in this 
sense is contingent upon its ability to learn from its own and others’ development experience. 
If investments ensure positive development impacts, there is virtually no limit to ADB’s lending 
as it caters to a large and the most rapidly growing region of the world. In this sense, it is not a 
question of resource transfer versus development impact. The more serious issue is whether 
ADB can design business practices and processes to lead and stay ahead in the most dynamic 
region of the world.   
 
26. ADB’s projects have to be designed to address these concerns, and it faces a 
tremendous challenge in responding to this burgeoning role. Nearly 15 years have passed since 
the task force report, but its message is even more relevant today—i.e., “the Bank’s business 
practices need to be modified so that development impact, rather than loan approvals is given 
emphasis” (page 33, para. 101). To its credit, ADB has devised several new products, 
introduced new modalities, adopted new themes, and pursued a new development agenda in 
the region. Fortunately, there are a lot of success stories both within ADB as well as outside. 
ADB needs to learn from these and apply them in larger settings. Such operations require more 
focused and pragmatic business practices that are capable of responding to individual DMC 
requirements, while serving the overall regional agenda. 
 
27. In recent years, the Operations Evaluation Department’s studies (especially country 
assistance program evaluation, sector assistance program evaluation, and annual evaluation 
reports) have been putting forth the lessons learned from past experience.5 The SES (based on 
PCRs) and a real-time analysis are two separate studies. The SES links findings about project 
quality with ADB’s project cycle, accountable departments, and key functionaries so that 
appropriate interventions could be launched. In line with the Task Force on Improving the 
Project Quality, it suggests a more rational allocation of resources so that quality of projects can 
be improved. Without such reallocations, lessons learned from the past will not be acted upon. 
In the absence of proper intervention, there are reasons to fear that some of the recent changes 
might render the situation worse if care is not taken to (i) pursue the key concerns, (ii) put more 
resources where they are needed, and (iii) effectively learn lessons from the past experience. 
Some of these features have been elaborated upon in the main text. Persistent failure to 
improve the quality of projects, combined with many other new developments which have taken 
place in the Asia and Pacific region since the early 1990s, make the task force’s messages 
even more important than before.  

                                                 
5 ADB. 2007–2009. Learning Lessons in ADB: Strategic Framework. Manila. The Operations Evaluation Department 

has also set up a knowledge management unit and is devising means for making lessons learned more. 
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PROJECT MISSION DATA 
 

 Item   Less than successful projects 
Successful 

projects 
         
         
Average number of missions per 
project 14.2   13.2  
 Standard deviation  4.6   4.0  
         
Average number of staff involved  34.8   33.1  
 Standard deviation  11.8   10.1  
         
Average MPDs 327.7   309.9  
 Standard deviation  138.3   120.4  
         
Average pre-approval MPDs  139.6   136.6  
 Standard deviation  85.9   69.2  
         
Average midterm review MPDs  39.3   34.6  
 Standard deviation  28.7   18.6  
         
Average project administration 
MPDs per year  32.2   30.5  
 Standard deviation  18.2   14.7  

MPD = mission person-days. 
Notes:  The number of observations varies according to the distribution of missing values. High value of 

standard deviations indicates varied nature of each project.   
 Preliminary statistical analysis of limited data available in PCRs suggests a high level of interproject 

differences within the less than successful projects than across the categories of successful and less 
than successful projects. 



  

 

MANAGEMENT RESPONSE TO THE SPECIAL EVALUATION STUDY  
ON PROJECT PERFORMANCE AND THE PROJECT CYCLE 

 
 
 
On 2 October 2008, the Director General, Operations Evaluation Department, received 

the following response from the Managing Director General on behalf of Management: 
 

 
I. GENERAL COMMENTS 

 
1. We welcome the Special Evaluation Study (SES) on Project Cycle and 
Project Performance, given Asian Development Bank’s (ADB) commitment to 
ensuring and improving project performance, embodied in the target of achieving 
an 80% project success rate by 2012.1 The SES presents an interesting analysis 
of the project cycle and some of the key issues related to project success rates. 
The study is also helpful in providing an overall review of common factors 
affecting project success and project quality, and gives a number of suggestions 
on how to improve project performance. Management will draw on the useful 
taxonomy developed by the SES to further analyze the issues in the coming 
months, as part of the efforts to improve business processes and project success 
rates.  
 
2. We note, however, that in some cases the study draws conclusions that 
seem premature or based on incomplete analysis, and that further work and 
more in-depth study is needed to ensure that the potential causes of project 
underperformance are correctly identified. A few of the inconsistencies are 
pointed out below, by way of example, before addressing the SES 
recommendations.  
 
3. The following examples illustrate how in some cases SES conclusions 
are not fully supported by the analysis. While we agree on the need to invest time 
and resources in the early stages of project identification and preparation, the 
study seems to focus too narrowly on the formal steps of project preparatory 
technical assistance (PPTA) concept clearance and fact-finding mission, without 
recognizing that a number of preliminary activities and information gathering 
often take place through previous desk analysis and part-time work during other 
unrelated missions. The SES is also critical of the replacement of the project brief 
with a new requirement for concept clearance at the early stages of project 
preparation, without fully considering how, in fact, the new concept clearance 
process aims at increasing the thoroughness of internal scrutiny through 
interdepartmental review, a meeting chaired by the head of department, and 
management approval of the concept paper. The SES only marginally takes into 
account the role that resident missions (RMs) play in assisting project design and 
implementation, and downplays the importance of project readiness filters in 
reducing implementation delays.2 Finally, the SES indicates that making the fact-

                                                 
1  ADB. 2008. ADB Results Framework. Manila. 
2  For example, use of projects readiness filters has reduced average time from loan approval to 

10% disbursement from 40 months in 2002–2003 to 12 months in 2007 in the case of India. 



 

 

finding mission optional weakens project preparation, but fails to mention that this 
option is rarely exercised: fact-finding missions were held for 203 of the 210 
projects presented for approval during 2005–2007, showing that waiver of fact-
finding is a very limited exception and not the standard practice. In addition, the 
SES observation that Management Review Meetings do not raise or address 
substantive matters is not substantiated.  

 
II. SPECIFIC COMMENTS ON RECOMMENDATIONS 

 
4. Notwithstanding the above, we support the SES recommendations, with 
some qualifications, as discussed below: 
 
5. Continue to explore modalities for strengthening team work to have 
better burden sharing in teams and support the project team leader. We 
support the SES assessment concerning increasing workloads of the project 
team leader, and agree with the need to enhance teamwork. Part of the 
resolution to this issue will rest on closer interaction between headquarters and 
RM-based staff, with RMs (and their national officers) playing a greater role in 
providing inputs and following-up on project preparation arrangements. 
Consideration will be given to supplementing the existing training programs on 
team leadership and membership, teamwork, and team dynamics. Incentives for 
enhancing teamwork will be examined during the review of the human resources 
policy. 
 
6. Review PPTA funding requirements and ensure the necessary PPTA 
funds. We agree that PPTAs need appropriate funding, proportionate to their 
importance for project design. It has been ADB practice to prioritize PPTAs when 
allocating funds for technical assistance (TA), and PPTAs are not subject to 
restrictions on the number of approvals. This concept is reaffirmed in the recent 
paper on improving TA operations.3 Recent ADB planning documents4 have 
assigned increasing amounts of resources to PPTA ($64 million for 2007 and $72 
million for 2008). Some of the reasons for reduced utilization are the growing 
number of periodic financing requests (subprojects) under multitranche financing 
facilities, whose preparation is often funded from loan proceeds under the 
previous tranche; and the growing utilization of individual consultants. 
Management will continue to monitor use of PPTA funds and ensure that PPTAs 
receive priority in the allocation of TA resources. 
 
7. Current resource allocation for project implementation supervision 
should be reexamined for adequacy, and start-up delays should receive 
special attention. We don’t believe that substantial reexamination of resource 
allocation for project supervision is necessary. The SES finding that the number 
of professional staff days devoted to implementation review missions has 
declined by 36%, from 7,686 in 1998 to 4,918 in 2005, must be placed in context. 
By 2005, 36% of the portfolio (equivalent to 159 projects) had been delegated to 
RMs, and 3,835 additional days were spent on project review missions by 

                                                 
3  ADB. 2008. Increasing the Impact of the Asian Development Bank’s Technical Assistance 

Program. Manila 
4  ADB. 2008. Work Program and Budget Framework 2008–2010. Manila 



  

 

national officers and administrative staff (compared to 1,621 days spent by 
headquarters-based support staff in 1998). When all inputs are considered, staff-
days spent on project review missions increased slightly, from 21.4 per project 
under administration in 1998 to 22.0 in 2005. Appendix 10 of the SES also shows 
that a somewhat higher number of missions, staff, and mission-days did not 
prevent projects from being less successful, pointing out that the quality of design 
and supervision play a more important role than simple quantity of staff inputs.  
Conversely, as mentioned in footnote 2, project readiness filters have, in some 
cases, been quite useful in reducing start-up delays. We propose, therefore, to 
continue improving project implementation supervision through a variety of 
approaches, which may include where warranted selectively adjusting staff inputs 
within the framework of available resources. Once again, the role of RMs in 
directly supervising or providing support to project administration will be an 
important element of this approach. 



  

 

DEVELOPMENT EFFECTIVENESS COMMITTEE 
 

Chair’s Summary of the Committee Discussion on 8 October 2008 
 

SPECIAL EVALUATION STUDY ON PROJECT PERFORMANCE AND THE PROJECT 
CYCLE 

1. The findings and conclusions of the study were based on analyses of project completion 
reports and interviews with more than 60 people directly involved in project preparation. 
The study was, however, limited by the lack of and difficulty in obtaining relevant data useful for 
quantitative verification. The study was meant to provide a basis for Management to conduct 
further studies on project performance and the issues affecting it. 
 
2. Management found the study useful in providing an overview of factors affecting project 
success and project quality, and agreed to draw on the findings to further analyze the issues 
and utilize them to improve business processes and project success rates.  
 
3. Management, however, found the conclusions to be premature and based on incomplete 
analysis. For instance, Management pointed out how the study was critical of the replacement 
of project briefs with concept clearance at the early stages of preparation. But, Management 
pointed out, the concept clearance process provides an opportunity for more thorough internal 
scrutiny through interdepartmental reviews chaired by heads of departments, and Management 
approval of the concept clearance. Given the methodology used and the limitations of the study, 
the Operations Evaluation Department (OED) emphasized that the study was not meant to be a 
conclusive analysis in itself. 
 
4. Management also disagreed with the study’s recommendation to re-examine the 
adequacy of current resource allocation for project implementation supervision, and give special 
attention to start-up delays. OED noted the increasing involvement of local staff from resident 
missions, which has resulted in a significant change in the way project supervision is being 
done, and therefore felt a re-examination of the current resource allocation for project 
implementation supervision necessary.  
 
5. In addressing start-up delays, OED remained firm in its recommendation to make 
assistance available to executing agencies (EAs) immediately after loan approval, to enable the 
EAs to immediately proceed with the start-up activities. Management indicated that the use of 
readiness filters had proven useful in addressing implementation delays. 
 
6. The Development Effectiveness Committee (DEC) noted the issue of resource allocation 
for project preparatory technical assistance (PPTA) and agreed that effective utilization of 
resources should be the primary concern. DEC also noted Management’s efforts in giving 
priority to PPTA in its work program and budget framework. One DEC member questioned the 
rationale for further increase of PPTA in the future. 
 
7. DEC supported OED’s findings on the systemic ability to learn from past lessons. 
One DEC member noted the lack of accountability mechanism and ownership on the part of 
Management on this issue. Another DEC member suggested employing appropriate incentives. 
Some DEC members asked why the study did not review the impact of project preparation time 
and cost on the project performance. 
 



 

 

8. On the study’s finding that project team leaders are overloaded with project processing 
and administration work, DEC noted the lack of support from other project team members. 
One DEC member suggested giving the project team leaders the authority to do the 
performance evaluation of its team members, and also making appropriate incentives available. 
 
9. Some DEC members noted the various differences in the framing of design and 
monitoring frameworks (DMFs), and emphasized the importance of well-designed DMFs in 
achieving good implementation results. One DEC member suggested continuous training in 
preparation of DMF for staff at all levels, adequate resourcing for DMF units and having a 
consistent approach for DMF across all departments.   
 
Conclusions 
 
10. DEC welcomed the SES on Project Performance and the Project Cycle, which involved 
an in-depth review of all 75 project completion reports for projects rated less than successful for 
2002–2006. DEC noted that the real-time analysis was based on interviews and questionnaires 
answered by persons directly engaged in the project cycle, including ADB staff, staff of 
borrowing agencies and third party individuals. 
 
11. DEC welcomed Management's agreement with two of the three major recommendations 
of OED, and looked forward to tangible progress on their implementation by specific dates. 
 
12. As to the third recommendation, DEC urged OED to re-examine its recommendation on 
resource allocation for project supervision, including staff from resident missions. Furthermore, 
DEC highlighted three key suggestions of the study, namely: (i) involvement of ADB staff at the 
project preparation level, (ii) the new procedure regarding clearance of a project concept prior to 
the preparation of the RRP, and (iii) the reported lack of support from the project team to the 
project leader. DEC suggested that OED examine these issues, in consultation with 
Management, and report back to DEC with recommendations. 
 
 
 
 

Ashok K. Lahiri  
Chair, Development Effectiveness Committee 
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