
DEVELOPMENT EFFECTIVENESS COMMITTEE 
Chair’s Summary of the Committee Discussion on 19 June 2012 

 
I. 2012 Annual Evaluation Review (IN.122-12) 
 
1. The Development Effectiveness Committee (DEC) welcomed the 2012 Annual 
Evaluation Review (AER) prepared by the Independent Evaluation Department (IED) and 
considered it a valuable and stimulating report covering a broad array of policy issues arising 
from evaluative evidence. The DEC supported the upcoming Board discussion of the report for 
the first time this year and indicated that the Board could decide whether future Board 
discussions of the AER would become the annual practice. Director General (DG), IED stated 
that the report did not include specific recommendations as some of the related reports already 
included key recommendations; this report was meant to be the basis for discussion and 
consensus building around issues of key interest to IED, the Board, and Management. He 
further announced a corrigendum on three items in the report: (i) an erroneous statement about 
a minimum of 80% of operations needing to fall within the five core operational areas 
(paragraph 11); (ii) a missing table A6.2 that was referred to, and (iii) a reference to IED studies 
in 2012 that should have read “to feed into the review of the results framework and strategies, 
policies, and operational plans” (paragraph 193).  
 
Discussion Highlights 
 
2. “Connecting the dots.” DEC encouraged the concept of enhancing complementarity in 
projects (“connecting the dots”) to improve outcomes, but asked whether the benefits 
outweighed the costs, and whether the Asian Development Bank (ADB) had sufficient expertise 
to fully exploit and address these in many areas. IED gave various examples where pursuing 
complementary activity around infrastructure provision turned or could have turned the sector 
outcomes into more effective development outcomes, and also suggested that ADB should 
pursue partnerships with development partners if ADB could not support the needed effort and 
expertise itself. IED was confident that benefits would outweigh costs and that ADB could build 
up requisite expertise to develop comparative advantage in time if a clear instruction to this 
effect was given. ADB had been responsive to corporate directions set. Some DEC members 
saw the issue of connecting the dots as linked to IED’s suggestion to pay more attention to 
addressing other areas besides the core operational areas. 
 
3. ADB focus and comparative advantage. In relation to the finding that ADB’s financing 
for core operational areas in 2011 at 96% had overshot the 80% target of Strategy 2020, DEC 
agreed with IED’s view that the remaining 20% allocation for noncore areas has to be taken 
seriously. DEC also stated that in determining country focus and selectivity, both the country 
context and ADB’s comparative advantage should be taken into account. DG, SPD clarified that 
the balance between core and noncore focus is not rigid but that it would be more in the spirit of 
Strategy 2020 to balance the two areas with a small margin around this percentage, giving due 
attention to ADB’s comparative advantage and the need for adequate response to country 
demand for ADB support.  
 
4. Towards better development outcomes. In response to the query about how ADB can 
be effective in countries where ADB investment is even less than 0.5% of country’s total 
investment, DG, IED noted that for public goods organizations like ADB, the bar for performance 
needed to be high and that it was hence necessary to strive for optimal development outcomes 
while also looking for opportunities to connect with other partners -inside and outside ADB-, 
particularly on ADB’s noncore operational areas. In cases where ADB’s investment is very small 
compared to countries’ investments, there would be an even more urgent need to connect with 
partners to create an opportunity to make a difference at the margin to bring in the intended 
benefits by engaging in policy discussion or keeping an extra eye on the linkages. This was also 
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in line with ADB’s overarching goal and inclusive and environmentally sustainable growth 
agendas. Members supported the lessons on the need for improving sustainability and capacity 
development, and the need to make sufficient resources available in these areas. 
 
5. Exogenous shocks (financial, climate change). DEC questioned the AER’s focus on 
climate change mitigation to the neglect of lessons on adaptation, and urged IED to work out 
cost implications of mitigation of greenhouse gas emissions in developing member countries 
(DMC), as supported by IED. DG, IED responded that the specific reports on energy efficiency 
indicated that there were savings (rather than costs) in climate change initiatives. He also raised 
the point that costs of mitigation and adaptation vary by country and the costs of mitigation may 
not need to weigh as high in every country. DEC members commented that the AER section on 
country resilience to financial shocks had not taken into account (i) the mainstreaming of 
Countercyclical Support Facility (CSF) in 2011 and (ii) the recent agreement to establish under 
the ADF a dedicated funding mechanism, the Disaster Response Facility, on a pilot basis.  
 
6. Agriculture and Natural Resources, Food Security. DEC noted that ADB is improving 
its performance in agriculture and food security but asked IED to elaborate its methodology 
used, provide reasons for weak economic returns and continuing sustainability issues in the 
sector and whether this was a sector where ADB had a comparative advantage. IED responded 
that the methodology used to determine the set of projects addressing food security was 
affected by weak definition of such projects in ADB’s Operational Plan for Sustainable Food 
Security in Asia and the Pacific. IED indicated that it had worked in the spirit of the Plan. IED 
argued that economic returns of more recent projects had been improving, and some 
components of projects had been doing quite well. Sustainability ratings were also improving 
over time, and there was some evidence that lessons were being learned. The chapter had 
given suggestions on further improvements in the approach towards “agriculture plus” projects, 
and more focus on agricultural value chains, to further improve efficiency and sustainability in 
the sector.  
 
7. Private Sector Operations, Private Equity Funds. DEC showed concern about the 
performance of private equity funds, and IED concurred with this concern and indicated that in 
three of the five private equity funds independently assessed, there had been changes in the 
investment strategy, which were not in line with the approved scope of the projects. IED 
suggested that such funds needed to be carefully monitored and major changes in investment 
strategy properly approved by ADB. Regarding the less than successful development impact of 
some private sector operations, IED stated it will study factors in more detail in the upcoming 
evaluation report on the development impact of private sector operations (contributions to 
inclusive and environmentally sustainable growth).  
 
8. Follow up on Recommendations to Management. DEC members noted IED’s 
validation of Management’s reporting of significant challenges in following up on 
recommendations for improvement of project sustainability, capacity development, and adoption 
of policy reforms, and that these issues had been frequently discussed in past DEC meetings. 
DEC members appreciated the challenges when there is lack of clarity in the recommendation, 
as well as in the targeting and timing of the actions, and noted that efforts at iterative 
improvements are taking place. DEC acknowledged the analysis presented in the AER on 
evaluation recommendations that Management had not agreed to (2008–2010), and the 
improvement in the level of agreement over the last 3 years.  
 
9. DEC members expressed support for most of the suggestions offered on new targets for 
the corporate result framework by the AER. For two suggestions there was no consensus 
among DEC members:  those on increased financing of noncore areas, and tracking of climate 
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change mitigation and adaptation efforts. DEC members appreciated the timeliness of IED 
suggestions, which could feed into various important decision points of ADB. They suggested 
that IED could provide the Board with a memorandum depicting a matrix of key lessons and 
suggestions (summarized from the report) that could feed into various Management reviews and 
upcoming policy decisions, such as the Review of the Results Framework, the Technical 
Assistance (TA) review, the review of the Operational Plan for Sustainable Food Security, the 
Second Governance and Anticorruption Action Plan (GACAP II), and the forthcoming Work 
Program and Budget Framework. 
 
Conclusions  
 
10. DEC commended IED for the 2012 Annual Evaluation Review, while some members 
noting some scope for improvement in presentation and timeliness, and looked forward to a 
discussion by the full Board. DEC emphasized the need for ADB to address the issue of 
sustainability of projects and capacity development. Members underscored the importance of 
improving project performance and appropriate supervision of projects. DEC hoped that IED’s 
scheduled review of decentralization would shed more light on how supervision could be 
improved. Members expressed concern with the poor performance of some private equity funds.  
 
11. The overall performance of ADB was a source of satisfaction. However, DEC sees 
scope for improvement in several areas. DEC urged IED to look at not only mitigation but also 
adaptation to climate change in DMCs, as well as the issue of costs of mitigating climate 
change. On the question of emphasis on core operational areas, while the 80% target does not 
constitute a ceiling to ADB’s engagement in the five core areas identified in Strategy 2020, ADB 
needs to consider the 20% allocation remaining for noncore areas seriously. In addition, the 
sector composition of ADB’s program has to take into account country specific circumstances as 
well as comparative advantages of ADB.  
 
12. DEC recognized the importance of the message provided in the AER on “connecting the 
dots” and “doing the right things.” However, it looked forward to details in the form of more 
concrete examples from specific projects. Members emphasized that the idea was not to have a 
stand-alone nor a multisectoral approach, but rather, complementary interventions around core 
sectors through partnerships with other development stakeholders. Members noted that there 
was a close connection between the agriculture and natural resources sector and poverty 
reduction, and that food security had become a critical issue for Asia and the world. 
Interventions in the agriculture sector should also take into account country-specific 
circumstances, ADB’s comparative strengths, and partnerships with other organizations. In this 
context, DEC welcomed the theme chapter on agriculture in ADB and its contribution to food 
security and hoped the findings would feed into the assessment of ADB’s food security 
operational plan later in the year.  
 
13. Members  emphasized that the AER provided IED with an opportunity to report on efforts 
to increase the relevance, efficiency and effectiveness of its work (such as conduct of self-
evaluation and use of perception surveys), including a possible chapter on this in future annual 
evaluation reviews.  
 
II. Proposed Changes in IED’s Approach 
 
14.  DEC noted and endorsed the changes proposed by IED (memorandum of DG, IED to 
DEC of 2 April 2012, available upon request). Some DEC members requested clarification on 
the reduction in the target of 100% validation of project completion reports (PCRs) to a minimum 
of 75%, whether an even lower sample size would provide a satisfactory level of confidence in 
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results and how the sampling of PCRs for validation was to be done. IED clarified that the 75% 
had to be seen as a probable minimum proportion of PCRs needed for IED to state with a 
statistically significant level of confidence that the success rate of the sample would be the 
same as if all PCRs would have been validated. IED reported on the sampling procedure that it 
was considering various options, and had not decided yet. DEC Chair requested IED to report to 
DEC on it once it was decided how the sampling would be conducted.  


