
MANAGEMENT RESPONSE TO THE 2012 ANNUAL EVALUATION REVIEW 
 
 

On 17 June 2012, the Director General, Independent Evaluation Department, received 
the following response from the Managing Director General on behalf of Management, for the 
2012 Annual Evaluation Review (IN.122-12): 
 

I. General Comments 
 
1. We appreciate this comprehensive report on the accomplishments of the 
Independent Evaluation Department (IED) in 2011. The report does not present 
formal recommendations, but provides findings and issues relevant to ADB 
operations. For example, the review provides useful insights into the 
implementation of Strategy 2020, in particular trends on non-core areas, and 
some remaining operational challenges, such as leveraging ADB's relatively 
small financing contributions to Asia Pacific's overall development financing 
needs, need to provide more effective support for capacity development and 
realizing project sustainability through policy areas such as operations and 
maintenance. We would like to provide the following comments on key findings 
and issues. 
 
II. Specific Comments 
 
2. Overall strategic direction and focus. Under Strategy 2020, ADB 
decided to be more selective and focused in its operations based on DMC needs, 
ADB’s comparative strengths and to ensure complementarity of efforts with other 
development partners. Strategy 2020 identified five core areas of operations 
(infrastructure, finance, education, environment and regional cooperation) where 
ADB operations are expected to increasingly concentrate, with an overall target 
of 80% of ADB operations in those core areas by 2012. The report notes that 
ADB has been overshooting this target in recent years, reaching 96% in 2011. 
The review cautions that furthering ADB’s goal of inclusive and sustainable 
growth in the region calls for greater attention to non-core areas as well. The 
review notes that even if ADB is not a primary lender in these areas, results on 
the ground can be enhanced through greater synergies and complementarities of 
projects in different sectors and through well coordinated partnership 
arrangements. We acknowledge the concern raised by IED. This point is 
important and has already been reflected in the President’s latest planning 
directions (2013-2015), which call for flexibility in responding to emerging needs 
of DMCs, and encourage a more positive view to investing in other areas of bank 
operations, such as agriculture, health, and disaster response (see para. 5 of the 
said document). However, we would be wary of specifying targets at this stage 
for the noncore areas. Instead, we should continue to work within the parameters 
of Strategy 2020, with the flexibility noted above. 
 
3. Climate change. It is encouraging to see that the AER highlights the 
threats posed by climate change to the region’s future and the need to address 
both its causes and impacts. The report puts a strong emphasis on the need to 
scale up mitigation efforts particularly in the energy and transport sectors. As 
described in para. 102, ADB is rapidly increasing clean energy investments and 
has exceeded the $2 billion annual lending target ahead of schedule. We note 



and agree with AER's recommendations that within this growing program there is 
a need to expand assistance in demand side energy efficiency. The 
recommendation for increased mitigation efforts in the transport sector is 
understandable since the Sustainable Transport Initiative's operational plan was 
just launched in 2010. Still, there is significant progress in this area. In 2011, 
investment amounts for urban public transport and railways rose to 15% and 
23% of the transport project portfolio, from a historical (2000-2009) level of 1% 
and 17%, respectively. In addition to mitigation, ADB also plans to further scale 
up its support on adaptation to help enhance the resilience of communities to the 
adverse impacts of climate change.  
 
4. Agriculture and Food Security. Under strategy 2020, ADB’s approach 
to agriculture is focused on investing in rural infrastructure (mostly transport, 
irrigation and water systems) and microfinance to stimulate market driven growth. 
These efforts are complemented by natural resources management and RCI 
activities, through partnerships with specialist development agencies and NGOs. 
ADB’s operations to address food security are guided by ADB’s operational plan 
for food security. The plan takes a multisector approach, noting that ADB’s core 
activities and other areas of operations (agriculture, health and disaster and 
emergency assistance) have significantly helped to ease food security 
constraints. In our view, ADB’s approach to agriculture and food security is 
consistent with the “agriculture plus” approach described in the report. We are 
pleased with the AER new findings that ADB’s operations in agriculture and 
natural resources operations have improved steadily in recent years and are now 
at par with other sectors. ADB will complement and build upon this evaluation 
with its upcoming assessment of the Operational Plan on Food Security, and its 
assessment of the agriculture and natural resources research policy.  
 
5. Assessment of ADB’s Operations. The report highlights the importance 
of synergistic effects between sectors and subsectors to reach the desired 
poverty reduction and inclusive growth impacts. The report also notes that 
multisector projects performed well in general, though this is mainly on account 
of the large number of crisis and emergency response operations. In our view, 
further analysis is needed before definite conclusions can be drawn on the 
performance of multisector projects. ADB's past experience with complex multi-
sector projects (including agriculture and urban sector projects) has shown that 
overly complex designs can be problematic due to the high transaction costs of 
such projects and executing and implementing agencies capacity issues. 
Nevertheless, we recognize the importance of cross-sector synergies and 
complementarities, including complementarities with other development partners. 
In our view, those can be best addressed and enhanced at the country level, 
through sector assessments, strategies and roadmaps and the country 
partnership strategy.  
 
6. We note the continued improvement in the performance of ADB’s policy-
based loans. Project performance in many sectors of sovereign operations has 
also improved, with the notable exception of education and water. The report 
notes that the decline in performance in these two sectors was largely due to 
increasing problems in one or two subsectors. In the case of education, the AER 
singles out the poor performance of technical education and vocational skills 
training (TVET) projects. Further analysis would be useful to understand why this 



is happening. ADB’s sector operations plan for education, approved in July 2010, 
provides a strong focus on this subsector. Under the plan, ADB committed to 
develop its corporate capacity in TVET, which will hopefully contribute to 
improved performance in this sub-sector. In the case of water, poor performance 
was highlighted in water supply and sanitation and urban sector projects in 
particular. The relatively poor performance of the water sector has already been 
highlighted in recent DEfRs and has been an area of concerns for Management. 
Led by its Water Community of Practice and under ADB’s newly approved water 
operational plan, ADB has initiated a number of actions to improve performance 
in the sector.  
 
7. Lessons on Outputs and Outcomes. In principle, we agree with the 
actions recommended to improve outputs and outcomes. Management is already 
trying to address many of these issues, within the available budget and staff 
resources. Improving project outcomes has been a key priority for Management 
in recent years. The latest DEfR reported that the quality of recently completed 
operations (including their delivery of core sector outputs) remained below target 
in 2011, despite improvements over previous years. To rectify this, Management 
instructed all operations department through the President’s planning directions 
2013-2015 to implement fully and expeditiously the corrective actions adopted in 
2010-2011 and continue to provide attention to project implementation and 
supervision.  
 
8. Recommendations and Management’s Follow-Up. We note that the 
majority of recent evaluations recommendations have been acted upon. We will 
continue our efforts in areas that were found to be lagging, namely actions to 
improve project sustainability, capacity development and policy reforms. We 
welcome IED’s efforts to limit the number of recommendations and to make them 
more focused. Finally, we agree with the need to carefully reflect and analyze the 
financial and human resources implications of those recommendations, both for 
ADB and its member countries.  
 
9. Suggestions for the Review of Corporate Results Framework. The 
report makes six specific recommendations on the review of ADB’s results 
framework. We note that some of these suggestions are based on findings of 
earlier evaluations, while others are newly introduced in the AER. Management 
appreciates these suggestions and will carefully consider them in the context of 
the ongoing review and revision of ADB’s results framework. 


