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On 26 November 2013, the Director General, Independent Evaluation Department, 

received the following response from the Managing Director General on behalf of Management: 
 
I. General Comments 
 
1. We appreciate the country assistance program evaluation (CAPE) for 
Pakistan. The CAPE provides a comprehensive review of ADB’s past operations 
and its efforts to respond to the country’s development needs. 
 
2. The CAPE covers two distinctive country strategy program (CSP) and 
country partnership strategy (CPS) periods: (i) 2002–2008 (including CSP 
extensions); and (ii) 2009–2013. Most of the CAPE findings relate to the CSP 
2002–2008 period. There has been a significant shift in the CPS 2009–2013 
period, taking into account the findings and recommendations of the earlier 2007 
CAPE. Most of the projects approved under the CPS 2009–2013 are still under 
implementation and not yet formally evaluated. Many of the findings and 
recommendations in the CAPE are thus based on the analysis of the earlier 
operations period, including the spring cleaning exercise undertaken in 2007–
2009. ADB has since then sharpened its focus on a more manageable portfolio, 
and early indications based on real-time portfolio monitoring criteria point to 
improved performance. 
 
3. The CAPE correctly points out the complex external environment, 
including political instability and a volatile security situation, as well as internal 
realignments that had a significant impact on ADB’s operations in Pakistan. 
 
4. The CAPE critically discusses the spring cleaning exercise. It is important 
to further emphasize that this exercise, jointly conducted by the Government of 
Pakistan and ADB at the government’s request, has created a foundation for 
improvements in future portfolio performance. ADB’s 2009 Development 
Effectiveness Review Report notes “Pakistan's successful portfolio realignment 
was underpinned by (i) full understanding, ownership, and commitment from the 
central government; (ii) consensus among key federal agencies; (iii) political will 
and commitment from provincial governments to cancel nonperforming 
operations; (iv) a sound communications strategy with all stakeholders; (v) 
constant dialogue between ADB and the Government; and (vi) workable 
alternatives under the future program of assistance and return of savings to the 
country." 
 
5. We acknowledge the overall evaluation rating of less than successful. 
However, we do not agree with the less than successful rating for the transport 
sector. This conclusion is drawn mainly from the less than effective rating of the 
sector, which is based on the cancellation of loans in a small sample, accounting 
for about 50% of the total loan amounts. A large portion of the loan cancellation 
was driven by natural disasters, peace-and-order problems, and force majeure 
incidents. Further, the project completion reports, which are available for 5 
transport projects, rated 3 projects as effective and 2 projects as less than 
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effective. The CAPE acknowledges that despite such loan cancellations, some 
‘good traffic outcomes’ were achieved and also that the aggregate picture in the 
transport sector was not clear to the evaluation. As such, the effectiveness rating 
in the CAPE is based on insufficient information, inadequate consultation, and 
limited analysis. A change in the effectiveness rating would have led to an overall 
successful rating for the transport sector. 
 
6. The CAPE highlights the importance of public sector management and 
governance. ADB has actively maintained policy dialogue with the government, 
in particular in the energy and water sectors, as well as in public management 
and financial sector reform, including social protection. ADB has also closely 
coordinated with other development partners, including the International 
Monetary Fund and the World Bank, on macroeconomic stability and structural 
reforms. This is an ongoing process that so far has not been backed by new 
policy-based lending operations since June 2010, and as such is not adequately 
reflected in the CAPE. Going forward, it is expected that any new policy-based 
lending will be more focused on the country’s priority and ADB’s core expertise, 
and will be supported with appropriate TA for institutional reform. This will also 
entail internal arrangements that ensure closer cooperation between CWRD and 
support departments, as well as between headquarters and PRM. 
 
II. Comments on Specific Recommendations 
 
7. Recommendation (1): Given Pakistan’s current situation in regard to 
human development, public services provision and governance, and the 
risk of natural disasters, ADB’s portfolio needs to include significant 
investments in pursuing a visible development impact on the poor, and 
reduce vulnerability to disasters. We agree that support for human 
development, governance, and natural disaster is a priority for Pakistan. ADB’s 
current operations cover these areas. For example, ADB has recently approved a 
$430 million loan to Pakistan for the social protection project. Pending successful 
midterm review, this project can be replicated or expanded. Appropriate support 
in the recommended areas will be further discussed during the upcoming CPS 
formulation. With regard to reducing vulnerability to disasters, Pakistan has made 
some progress in recent years, following the devastating earthquake in 2005 and 
floods in 2010 and 2011, with a broad-based support from many donors. As 
such, ADB’s role is yet to be defined further in the broad context of donor 
community’s role. 
 
8. Recommendation (2): ADB must pursue structural reforms through 
sector-specific initiatives using a programmatic approach. We agree. This is 
already reflected in ADB’s ongoing energy sector operations for example, which 
envisage both a long-term program cluster and a series of integrated project 
loans, complemented by private sector investments. 
 
9. Recommendation (3): While cancellations of loans may be beneficial 
if they are slow moving or the situation has changed, comprehensive 
spring cleaning of portfolio across the board may inadvertently lead to 
cutting the potential effectiveness of some project loans that are 
prematurely closed. We concur that efforts to improve disbursement efficiency 
and instill more discipline in project implementation should be accompanied by 
extensive consultations with clients at various levels and careful assessment of 
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gains versus losses, with decisions to be taken on a case-by-case basis under 
specific circumstances. ADB’s current portfolio in the country is much more 
streamlined and no comprehensive spring cleaning is envisaged in the 
foreseeable future. 
 
10. Recommendation (4): ADB’s energy strategy in Pakistan and its 
reform achievements need to be reviewed to determine whether a course 
change is required. We agree in principle. As the lead development partner in 
the energy sector, ADB has been in continuous policy dialogue with the 
government, to move forward with a reform agenda developed in close 
consultation with the government and other development partners through the 
Friends of Democratic Pakistan Energy Task Force forum. We believe various 
projects, which have been recently completed, contributed to the stability of the 
transmission and distribution systems in Pakistan. However, these investments 
may not be sustainable without the government’s commitment to undertaking 
further reforms. ADB will continue to pursue necessary analysis, policy dialogue 
and aid coordination to ensure that appropriate policy measures and effective 
investment projects are put in place together to achieve energy security and 
sustainability in the country. The scope of ADB assistance may be adjusted to 
match the dynamic evolution of sector needs, as appropriate. 
 
11. Recommendation (5): As part of its infrastructure support, ADB has 
to consider expanding its work in urban and municipal services and social 
protection, given their direct effect on human development indicators, 
which are still poor in Pakistan. We agree. This recommendation reflects the 
government’s priority, and ADB's operational strategy for Pakistan. The 
government has prioritized investments in urban areas to provide basic 
infrastructure and services, and to improve the livelihood of the population of the 
cities. Community-level engagement is a useful approach to connect ADB 
assistance to those needing help the most. Such approaches have been used in 
collaboration with client/customer groups in city-based interventions, whereas in 
larger cities other institutional approaches such as those involving corporate 
entities and management contracts are required as the primary intervention. 
 
12. Recommendation (6): ADB could help strengthen Pakistan’s 
disaster response capability by, for example, increasing its support for the 
National Disaster Management Authority. ADB also needs to strengthen 
risk analysis in its projects in this area and further mainstream disaster risk 
mitigation measures in infrastructure projects. We agree in principle. Given 
the multi-dimensional nature of disaster mitigation and management, however, 
ADB’s role in this area needs to be carefully devised in consultation with other 
development partners. Pakistan has made considerable progress in disaster 
management in recent years; the fact that the 2013 floods did not have as 
devastating an impact as earlier floods is testimony to this. Nevertheless, 
Pakistan is one of the world’s most natural disaster prone countries, and disaster 
management is thus high on the strategic agenda by both ADB and the 
government. In this context, ADB is examining the feasibility of introducing 
international and regional disaster risk insurance in the country. With its 
infrastructure investment projects, ADB will also continue to apply appropriate 
standards and make efforts to ensure quality of constructions to mitigate 
probable disaster risks. 


