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Foreword 
 
 
A country’s financial system, involving a set of institutions, instruments, and markets, as well as the legal 
and regulatory framework, has cross-cutting impact on all sectors, industries, and economic activities. 
Financial institutions, such as banks and pension funds, are integral to the execution of macroeconomic 
policy, notably monetary policy. While central banks are the key influence on the price of credit, interest 
rates, and set the rules on financial conduct, financial institutions are the essential actors that deliver the 
flow of credit to the economy.  
 

A well-run finance sector is central to financial stability, economic growth, and the efficient allocation of 
capital resources. Multilateral development banks (MDBs), such as the Asian Development Bank (ADB), 
offer support to the finance sector, through regulatory guidance, institutional capacity building, standard 
setting, technical assistance, as well as debt and equity investments. Through partnerships MDBs strive 
to channel funds to corporates and underserved segments of society, furthering shared strategic 
development objectives. During times of crisis when financial institutions and financial stability comes 
under pressure, MDBs look to offer equity and subordinate debt to shore up banks’ capital, encourage 
provisioning for bad loans, and help manage nonperforming loans.  
 
As developing member countries continue to tackle the challenges brought about by the coronavirus 
disease (COVID-19) crisis and plan to rebuild their economies, the recovery period is an opportunity to 
move toward more resilient domestic financial markets, stronger financial regional cooperation, and 
robust reforms and programs for the vulnerable, particularly micro, small, and medium-sized enterprises. 
With increasing inequality and difficulties with access to finance, digital finance and financial technology 
will play an important role in improving finance sector services. The long-standing commitments under 
the 2015 Paris Agreement put more pressure on the finance sector to engage more in green and climate 
change financing. ADB, as a provider of financing, policy, and technical support, needs to play a crucial 
role in helping economies face current challenges and in supporting a more financially sustainable 
recovery. 
 
This evaluation comes at an opportune time. ADB is finalizing its finance sector directional guide which 
will help its operations realize the goal of ADB Strategy 2030—a prosperous, inclusive, resilient, and 
sustainable Asia and the Pacific. This report reviews progress and challenges encountered over the past 
decade and presents opportunities for the years ahead. Through evidence-based research and analysis, 
the report presents a series of recommendations on strategic, operational, and organizational issues to 
ADB at the forefront of a client centered approach to finance sector development. 
 
 
 

 
Emmanuel Jimenez 

        Director General 
        Independent Evaluation Department 



 

 

Executive Summary 
 
Overview 
 
A country’s financial system provides an 
essential framework for carrying out economic 
activity. Banks; nonbank lenders; capital markets; 
pension, mutual, and other investment funds; 
insurers; market infrastructure such as central 
clearing counterparties, payment providers, and 
central banks; and regulatory and supervisory 
authorities all contribute to the essential allocation 
of capital.  
 
Despite improved systemic resilience in the 
wake of the 1997–1998 Asian crisis and the 
2007–2008 global financial crisis, Asia and 
Pacific financial markets struggled to keep pace 
with the financing needs of a rapidly 
developing region. Banks continued to 
dominate, often with rigid collateralized lending 
practices that served only a narrow segment of the 
population; micro, small, and medium-sized 
enterprises (MSMEs) lacked sufficient access to risk 
capital; and institutional investors lacked 
investment options in domestic debt capital 
markets that would channel funding to 
investments in needed infrastructure. Progress in 
harnessing the finance sector’s full potential 
varied significantly among developing member 
countries (DMCs), but they had common 
weaknesses in development of risk management 
capacity in institutions, low availability of pooled 
risk management products such as insurance, and 
continuing lack of financial access for underserved 
populations such as women borrowers.  
 

To remedy weaknesses in the regional finance 
sector, ADB developed the long-term Financial 
Sector Operational Plan (FSOP) in 2011 to build 
on the strategic themes of ADB’s Strategy 
2020. The 2011 FSOP prioritized five operational 
areas for ADB’s engagement in the finance sector: 
financial stability and integrity, foundation for 
financial sector development, regional monetary 
and financial cooperation and integration, 
infrastructure finance through capital market 
development, and inclusive finance. The 2011 
FSOP will be replaced by the finance sector 
directional guide (FSDG) paper as ADB’s strategic 
document to guide ADB’s finance sector 
operations in contributing to Strategy 2030’s 
seven operational priorities.    
 

Evaluation Objectives 
 
This evaluation assessed the relevance and 
effectiveness of ADB’s finance sector 
operations during 2011–2021. It evaluated the 
relevance of ADB's 2011 FSOP vis-à-vis evolving 
financial markets and ADB’s Strategy 2030.  
The evaluation considered the extent to which 
ADB’s finance sector operations strengthened the 
foundation for financial sector development, 
expanded inclusive finance, developed capital 
markets and contractual savings for financing 
infrastructure, strengthened financial stability and 
integrity, and enhanced regional cooperation and 
integration to promote cross-border capital flows. 
The report evaluated the value addition of ADB 
through its finance sector operations and its 
organizational structure and institutional 
processes for delivering long-term and sustainable 
results. The evaluation aimed to contribute to the 
development of the FSDG and bolster the success 
of ADB’s finance sector operations to enable 
delivery of ADB’s Strategy 2030 operational 
priorities. 
 

Finance Sector Portfolio 
 

ADB support to the finance sector comprised 
about 12% of ADB operations during 2011–
2021, making finance the fourth largest sector 
portfolio by dollar volume. During 2011–2021, 
excluding support to trade finance, ADB approved 
$20.7 billion worth of loans, grants, investments, 
and technical assistance (TA) projects. Of these, 
61% were for the six country case studies 
(Bangladesh, India, Papua New Guinea, the 
People’s Republic of China, the Philippines, and 
Uzbekistan). The evaluation included ADB 
operations implemented and evaluated during the 
evaluation period, of which, 68.6% were sovereign 
loans and grants, 30.2% nonsovereign 
investments, and 1.2% TA projects. 
 

Key Findings 
 
While the 2011 FSOP was relevant to finance 
sector development challenges when it was 
published, there was inconsistent evidence 
that the themes identified in the FSOP had 
become well integrated into country 
diagnostics, country partnership strategies 
(CPSs), and ADB operations. An analysis of  
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72 CPSs for 28 DMCs spanning 2011–2021 
indicated that only 33.3% included diagnostics of 
the finance sector. Further analysis of the CPSs 
without diagnostics showed that 60% did not 
include performance targets for finance sector 
operations in the results framework.  
 
The 2011 FSOP was subject to a comprehensive 
midterm review, which resulted in prioritizing 
three main areas: finance sector development, 
inclusive financial markets, and efficient 
allocation of long-term finance for 
infrastructure. The 2017 midterm review 
recommended scaling up operations and 
strengthening operational capabilities relevant to 
implementing the 2011 FSOP.  
 
Developments in financial markets since the 
publication of the 2011 FSOP and the 
introduction of Strategy 2030 illustrated the 
gaps and opportunities for the new finance 
sector strategy. Updates to the 2011 FSOP must 
focus on Strategy 2030 operational priorities and 
the promotion of strengthened capital markets to 
support long-term investments in sustainable 
infrastructure. The United Nations Environment 
Program Climate Change Adaptation Finance Gap 
Report estimates that the annual cost of climate 
change adaptation will be $140 billion–$300 
billion by 2030. Public budgets alone will be 
unequal to this task, so private financing will be 
essential to increase economic and social resilience 
to climate impacts. Given the scale and urgency of 
the climate crisis, ADB has a vital role as a catalyst 
of finance sector change. A draft of the work-in-
progress FSDG paper provided to the Independent 
Evaluation Department attempts to bridge the gap 
between Strategy 2030 operational priorities and 
the 2011 FSOP.  
 
Inclusive finance, infrastructure finance, and 
access to capital markets were the top FSOP 
objectives supported by ADB operations during 
2011–2021. This was particularly the case with 
nonsovereign operations (NSOs). Sovereign 
operations also supported the foundation for 
financial sector development and financial stability 
and integrity objectives, mostly through policy 
and/or capacity-building support. However, 
during 2017–2021, this was less of a priority and 
investments to support the foundation for 
financial sector development were minimal. The 
objective of regional monetary and financial 

cooperation and integration was also not a 
priority. Opportunities for engagement as 
investment programs were few and projects that 
did materialize were mostly TA interventions. 
  
Inclusive finance was the most predominant 
ADB support in the finance sector. In most of 
ADB’s operations, inclusive finance targets were 
usually considered in project design. Support to 
MSMEs remained the main target of ADB inclusive 
finance operations, with minimal support for 
other areas such as micro insurance, financial 
literacy and consumer protection, and digital 
finance. Sovereign and TA support to digital 
finance increased significantly in the last 2 years, 
at the height of the coronavirus disease (COVID-
19) pandemic.  
 
In sovereign operations, financing 
infrastructure projects through financial 
intermediaries was prioritized over developing 
capital markets. The percentage share by dollar 
volume of support for infrastructure finance via 
financial intermediary loans (FILs) increased after 
the midterm review, while the percentage share of 
support for capital market development via policy-
based loans decreased. While providing sovereign 
financing through a financial intermediary could 
help bridge specific infrastructure gaps, this 
approach by itself was rarely sufficient to ensure 
long-term reliable infrastructure finance and may 
even have inhibited the growth of private sector–
led financing for infrastructure in certain 
instances. ADB’s capital market development 
interventions were mostly concentrated in 
Southeast Asia and South Asia. While taking note 
of the need to sequence reforms and the long 
gestation period for results, ADB has an 
opportunity to expand much-needed capital 
market development activities to other countries.   
 
ADB was moderately successful in finance 
sector operations projects, with success rates 
at or slightly above 60% in three out of five 
2011 FSOP objectives. However, as a 
comparison, finance sector operations’ project 
performance remained below that achieved for 
ADB’s total operations (at 68%). The 
performance of projects that supported 
infrastructure finance and access to capital 
markets (60% success rate) was on par with that 
of projects that supported inclusive finance (61% 
success rate). The poor performance of  
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ADB’s investments in legacy private equity funds, 
which were considered interventions in the 
development of capital markets (with only a 29% 
success rate) dragged down the success rate of 
ADB’s interventions in infrastructure finance and 
access to capital markets. For inclusive finance, 
project design issues were the main driver for the 
less-than-successful ratings. The performance of 
projects that supported financial stability and 
integrity and foundation for financial sector 
development varied, but only a few projects were 
closed and evaluated for each focus area (two 
projects with a 0% success rate and three projects 
with 67% success rate). No evaluated projects 
supported regional financial cooperation and 
integration.  
 
By subregion, the combined sovereign and 
nonsovereign project success rate was highest 
in South Asia (70%) and Southeast Asia (63%). 
Central and West Asia’s combined sovereign and 
nonsovereign project success rate was 56% and 
East Asia’s was 53%. Weak performance of finance 
sector projects in Central and West Asia was due 
to the inability to fully deliver the outcome and 
outputs and provide sustainable interventions to 
small and medium-sized enterprises. In East Asia, 
weaker performance was attributed mainly to 
nonsovereign inclusive finance activities in 
Mongolia and infrastructure finance activities in 
the PRC, where ADB’s additionality was weak and 
poor project design affected the projects’ 
contribution to private sector development. No 
projects were evaluated in the Pacific islands.  
 
The results of ADB’s finance sector operations 
showed that ADB’s interventions were 
modestly effective in inclusive finance and 
infrastructure finance, and less so in access to 
capital markets, foundation for financial sector 
development, financial stability and integrity, 
and regional financial cooperation and 
integration. Based on the country case studies, 
ADB increased access to finance, mainly for 
MSMEs. A growing number of inclusive finance 
transactions targeted farmers and affordable 
housing. More recent portfolio activity indicated 
growing support for interventions seeking to meet 
women’s financial needs. ADB engagement with 
and support for green finance initiatives, capital 
market development, engagement in financial 
literacy issues, and utilization of recent advances 
in digital finance to better support financial 

inclusion were identified as missed opportunities 
in the country case studies.  
 
ADB has been successful in helping support 
financial institutions that onlend to 
infrastructure projects, such as the 
Infrastructure Development Company Limited 
in Bangladesh. But ADB has done less to help 
develop an environment where the same 
institutions can raise long-term funds from 
domestic markets. Its support for the building 
blocks of domestic capital markets did not 
progress across the region, contrary to what had 
been envisaged in 2011. The development of the 
corporate bond market, the insurance sector and 
the contractual savings sector were limited. 
  
ADB’s value addition through its finance sector 
operations was mainly in providing long-term 
finance that was not available in the domestic 
market. In the country case studies, several 
interviewed multilateral development bank (MDB) 
peers and ADB clients positively cited ADB’s close 
working relationship with DMC government 
counterparts. ADB’s finance sector interventions, 
however, did not often focus on support for a 
private sector–enabling environment. In capital 
market development, the total volume of green, 
blue, and social impact bond issuance in all Asia 
and Pacific DMCs by ADB is smaller than that of 
comparable MDB peer institutions. 
 
The evaluation found that ADB had a 
fragmented organizational arrangement that 
inhibited the consolidation of finance sector 
expertise and the ability to develop integrated 
client-focused solutions to finance sector 
development challenges. The limited number of 
core finance sector staff was thinly spread among 
operations and non-operations units, making 
integration of global expertise and country 
knowledge a challenge. The sector’s broad agenda 
and capacity to deliver it efficiently and effectively 
are mismatched. The case studies found a mixed 
picture in the complementarity or links between 
sovereign operations and NSOs, with strong 
linkages in the PRC and Philippines and weaker 
ones in other countries.   
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Key Issues 
 
The finance sector in much of developing Asia 
and the Pacific still has less diverse product 
offerings than more developed financial 
markets. Capital markets remain largely 
underdeveloped and domestic institutional 
investors still have fewer opportunities to invest in 
local bond markets or infrastructure asset classes. 
  
Coordinated regulation of digital financial 
services and financial technology (fintech) is 
lacking in many DMCs. Digital financial services 
and fintech have expanded rapidly in several Asian 
countries and supported efforts to improve 
financial inclusion and innovation. Progress, 
however, has been uneven among DMCs and 
coordinated regulation on consumer protection 
has been weak. 
 
The regulatory enabling environment for green 
finance in much of Asia and the Pacific lags the 
scale of the challenge facing the region. 
Accelerating the transition to a low-carbon 
economy and aligning the finance sector with 
sustainable development goals will require new 
approaches for mobilizing and intermediating 
long-term finance in the region.  
 
DMC clients face fiscal constraints and debt 
sustainability concerns because of the impact 
of the COVID-19 pandemic and commodity 
price inflation that will severely limit public 
spending on infrastructure. The need for 
unprecedented government support during the 
pandemic as well as rising energy and food prices 
means that almost all Asia and Pacific DMCs face 
significant fiscal constraints. An urgent need 
remains to strengthen capital markets to mobilize 
local savings for infrastructure development. 
 
By itself, significant financing support for 
financial inclusion and infrastructure finance 
through FILs may not be sufficient to achieve 
the Strategy 2030 goal of sustainable 
development. Lending through financial 
intermediaries may meet the short-term needs of 
DMCs, but it does not necessarily resolve the long-
standing issue of lack of access to capital in the 
region. A more sustainable approach is to develop 
capital markets to expand the region’s pool of 
available funds for long-term investment such as in 
infrastructure, financial inclusion, and climate 

change financing. Developing regulatory and 
supervisory structures takes time and requires 
proper sequencing, especially if they are to 
accommodate the growth of (i) innovative 
financial intermediation and digital finance 
without compromising on issues such as 
consumer protection, and (ii) local capital markets 
that can provide more sustainable sources of 
financing. An optimal balance is needed between 
short-term FILs and policy reform on consumer 
protection and longer-term capital market 
development.  
 
ADB’s finance sector work in structured 
guarantee products falls short of its potential. 
With its knowledge of local markets, strong links 
with local DMC regulators, AAA credit rating, and 
convening power, ADB could play a highly 
significant role in developing and strengthening 
local capital markets. The use of structured 
guarantee products accounted for just 3.0% of 
nonsovereign finance sector operations by dollar 
volume (2.5% by number of projects). There is 
increasing demand for these products, pointing to 
the need for supply-side interventions such as 
advisory work to help create bankable projects and 
regulation or policy reform governing utilization 
of guarantees. Structured guarantee products 
support sustainable development by tapping into 
domestic and international institutional investor 
long-term savings pools.  
 
CPSs inconsistently mention and link finance 
sector interventions to agreed country 
operational priorities. In many CPSs, the role and 
importance of the finance sector in helping 
provide scalable solutions for identified 
development challenges are unexplored. The 
Finance Sector Group secretariat is currently not 
systematically involved in developing or reviewing 
CPSs.  
 
Country-focused diagnostics that seek to 
identify finance sector policy or regulatory 
impediments to private sector growth are 
often lacking. In almost all DMCs, ADB needs to 
redouble its efforts to identify potential regulatory 
and policy bottlenecks that inhibit the growth of 
private sector–led financial institutions. The 
incorporation of the analysis of private sector 
policy and regulatory bottlenecks into country 
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diagnostic studies has been considerably 
inconsistent.  
 
The current organizational structure is 
fragmented, with no clear accountability for 
the direction and results of bank-wide finance 
sector activities. Inconsistent coordination and 
collaboration between sovereign operations and 
NSOs is evident. Sovereign operations, NSOs, and 
resident missions have skills gaps. Knowledge in 
sovereign operations and NSOs has not been 
systematically developed into learning products 
for program and project managers and client 
countries. Increased participation of Private Sector 
Operations Department staff in upstream 
diagnostics and selected sovereign operations 
would strengthen internal collaboration, finance 
sector design at entry, and project 
implementation. Skills gaps exist in capital markets 
development, contractual savings, and insurance.  
 

Recommendations 
 
Recommendation 1. ADB’s new finance sector 
directional guide should further recognize the 
differentiated Asia and Pacific socioeconomic and 
operational context for finance sector 
development and prioritize policy reform and 
program support for (i) the promotion of 
sustainable financial inclusion and innovative 
digital finance, (ii) the creation of an enabling 
environment for private sector participation, and 
(iii) the development of robust capital markets to 
help deepen and diversify sources of funding to 
leverage local savings for the long-term green 
finance needed to achieve smooth energy 
transition and build climate-resilient 
infrastructure. 

Recommendation 2. In future CPSs for countries 
with substantial finance sector operations, ADB 
should highlight how support for finance sector 
strategy interventions, both public and private, in 
the areas of capital market development, 
foundation for financial sector development, 
regional financial cooperation and integration, 
and financial stability and integrity, benefit from 
cross-sector and thematic considerations and 
aligns with Strategy 2030 operational priorities; 
CPSs need to be complemented with appropriate 
metrics for tracking ADB’s results that include 
sovereign, nonsovereign, and knowledge 
contributions to expected outcomes. 
  
Recommendation 3. Adjusting for country 
context and as part of its focus on digital finance, 
ADB needs to prioritize early-stage advocacy work 
and regulatory oversight interventions that will 
result in policies that can promote innovation in 
the provision of finance and risk management 
products, credit information sharing, consumer 
protection, and equality of access to financial 
services for underserved communities.  
 
Recommendation 4. ADB should seek to 
accelerate mobilization of private sector finance 
through the expanded use of structured guarantee 
products, insurance, and blended finance; and 
enhance partnerships with institutional investors 
in addressing infrastructure financing gaps in 
DMCs. 
 
Recommendation 5. ADB should, as part of its 
organizational review roll out, ensure bank-wide 
finance sector staffing and institutional 
arrangements address issues of fragmentation 
and accountability in the finance sector as a 
whole; inconsistent coordination and 
collaboration between sovereign operations and 
NSOs; skills gaps in sovereign operations, NSOs, 
and resident missions; and identified knowledge 
gaps. 
 



 xiv ADB’s Finance Sector Operations, 2011–2021 

 

 

Linkage between Findings and Recommendations 
Findings and Issues Recommendations 
Low-income economies lacked public confidence in financial 
systems, while middle-income countries faced critical long-
term financing needs for infrastructure, which can be met 
through market-based finance and capital market 
development (para. 18). 
 
As Strategy 2030 is broadly crosscutting, the finance sector’s 
role is not explicitly outlined in detail (para. 27). With varying 
stages of development, capital markets remain largely 
underdeveloped, with a lagging regulatory enabling 
environment to support new products and instruments 
(paras. 16, 150). 
 
By itself, significant financing support for financial inclusion 
and infrastructure finance through financial intermediary 
loans may not be sufficient to achieve the Strategy 2030 goal 
of sustainable development (para. 49, 66, 80–81, 90–91, 94 
156). 
 
The new finance sector directional guide must have clear links 
to and targets focused on realizing Strategy 2030 operational 
objectives, particularly to strengthen capital markets to better 
support long-term investments in sustainable infrastructure 
(paras. 40–41, 142). 
 
Internet- and mobile phone–based digital financial services, 
and financial products such as green finance and green bonds 
are rapidly expanding, becoming more common in a more 
diversified financial world. Asia and the Pacific, however, still 
lack diversification (paras. 35–37, 150–152). Yet, ADB has had 
limited intervention in digital finance and climate finance, 
even though they emerged as an important priority for ADB 
during the midterm review of the 2011 FSOP (paras. 71–72). 
ADB interventions had fewer results in access to capital 
markets, foundation for financial sector development, 
financial stability and integrity, and regional financial 
cooperation and integration (paras 88, 94, 103–105, 146). 

ADB’s new finance sector directional guide 
should further recognize the differentiated Asia 
and Pacific socioeconomic and operational 
context for finance sector development and 
prioritize policy reform and program support for 
(i) the promotion of sustainable financial 
inclusion  and innovative digital finance,  
(ii) the creation of an enabling environment for 
private sector participation, and (iii) the 
development of robust capital markets to help 
deepen and diversify sources of funding to 
leverage local savings for long-term green 
finance needed to achieve smooth energy 
transition and climate-resilient infrastructure.  

Although the finance sector is viewed from different angles 
by MDB peer institutions and covers different geographic 
regions, the documents and studies have common themes 
(para. 30). ADB has opportunities to strengthen finance sector 
diagnostics and ensure that the country knowledge 
programming incorporates finance sector priorities (para. 
134). 
 
While the 2011 FSOP tackled development challenges faced 
by DMCs, evidence is inconsistent that the language and 
themes identified in the FSOP had become well integrated into 
country diagnostics, CPSs, and ADB operations (paras. 22–23, 
158). 

In future CPSs for countries with substantial 
finance sector operations, ADB should highlight 
how support for finance sector strategy 
interventions, both public and private, in the 
area of capital market development, foundation 
for financial sector development, regional 
financial cooperation and integration, and 
financial stability and integrity, benefit from 
cross-sector and thematic considerations and 
aligns with Strategy 2030 operational priorities;  
CPSs need to be complemented with 
appropriate metrics for tracking ADB’s results 
that include sovereign, nonsovereign, and 
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Findings and Issues Recommendations 
Country diagnostics have not been widely utilized to underpin 
program or project design decisions (Box 4). The lack of 
diagnostics to underpin selected sovereign operations is a 
missed opportunity for sovereign–nonsovereign collaboration 
(para. 120). Country-focused diagnostics can help identify 
potential regulatory and policy bottlenecks that inhibit the 
growth of private sector–led financial institutions (para. 160). 

knowledge contributions to expected 
outcomes.  

The new ways in which financial intermediation operated 
blurred the distinction between banks and technology 
companies left many regulators struggling to catch up but, in 
many cases, helped widen access to financial services in DMCs 
(para. 34). 
 
ADB did not much invest or support other areas of financial 
inclusion, such as digital finance, microinsurance, and 
financial literacy and consumer protection (paras. 50–51, 71). 
 
Coordinated regulation of digital financial services and fintech 
is lacking in many DMCs. Digital financial services and fintech 
have expanded rapidly in several Asian countries and helped 
improve financial inclusion and innovation. Progress, 
however, has been far from universal among DMCs and 
coordinated efforts to ensure consumer protection have been 
weak (para. 151). 

Adjusting for country context and as a part of 
its focus on digital finance, ADB needs to 
prioritize early-stage advocacy work and 
regulatory oversight interventions that will 
result in policies that can promote innovation in 
the provision of finance and risk management 
products, credit information sharing, consumer 
protection, and equality of access to financial 
services for underserved communities. 

ADB’s finance sector work in structured guarantee products 
falls short of its potential. In NSOs, across 2011 FSOP 
objectives, finance sector operations were mostly loan 
investments and equity, with limited use of guarantees to help 
develop domestic bond markets or mobilize non-
developmental sources of capital (para. 53). 
 
Demand for these products is increasing, pointing to the need 
for supply-side interventions such as advisory work to help 
create bankable projects, and regulation and policy reform 
governing the utilization of guarantees (para. 157).  

ADB should accelerate mobilization of private 
sector finance through the expanded use of 
structured guarantee products, insurance, and 
blended finance; and enhance partnerships with 
institutional investors in addressing 
infrastructure financing gaps in DMCs.  

The current organizational structure is fragmented, with no 
clear accountability for the direction and results of bank-wide 
finance sector activities (paras. 113, 149). Despite its crucial 
role in guiding research and other knowledge products, the 
Finance Sector Group is currently not systematically involved 
in developing or reviewing of CPSs (paras. 149, 159).  
 
Strategy 2030 calls for strong synergies between sovereign 
operations and NSOs to advance integrated solutions. 
However, the case studies and portfolio review show a mixed 
picture of complementarity or links between sovereign 
operations and NSOs (paras. 118–119). 
 
Sovereign operations, NSOs, and resident missions have skills 
gaps, particularly in nontraditional areas such as disaster risk 

ADB should, as part of its organizational review 
roll out, ensure bank-wide finance sector 
staffing and institutional arrangements address 
issues of fragmentation and accountability in 
the finance sector as a whole; inconsistent 
coordination and collaboration between 
sovereign operations and NSOs; skills gaps in 
sovereign operations, NSOs, and resident 
missions; and identified knowledge gaps. 
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financing, digital finance, capital market development, and 
insurance and contractual savings (paras. 114–116, 149, 161). 
 
Knowledge in sovereign operations and NSOs has not been 
systematically turned into learning products for program and 
project managers and client countries (paras. 124, 161). 

CPS = country partnership strategy, DMC = developing member country, fintech = financial technology, FSOP 
= Financial Sector Operational Plan, MDB = multilateral development bank, NSO = nonsovereign operation.
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1. A country’s financial system provides an essential framework for carrying out economic 
activity. Comprising a set of institutions, instruments, and markets, as well as the legal and regulatory 
framework, the finance sector permits transactions beyond what the traditional banking system can 
offer, and impacts all sectors, industries, and economic activities. 0F

1 Banks; nonbank lenders; securities 
markets; pension, mutual, and other investment funds; insurers; market infrastructure such as central 
clearing counterparties, payment providers, and central banks, as well as regulatory and supervisory 
authorities all contribute to the finance sector. Finance sector development is positively associated with 
economic growth and well-being. 1F

2 

 

A. Motivation 
 
2. Despite many achievements, the development of the region’s finance sector still lags 
substantially behind that of developed economies. Since the Asian financial crisis of 1997–1998, the 
Asia and Pacific region has emerged as a global growth center and, together with the economy, finance 
sector, and markets, has grown significantly. However, the banking sector’s predominance in financial 
intermediation and the lack of long-term credit and underdevelopment of capital markets, especially of 
local currency and long-term bond markets, prevent financial systems from performing their role 
effectively. 2F

3  The situation can contribute to build-up or concentration of systemic risks and limits 
mobilization of long-term finance and risk capital. Financial access is lacking for the traditionally 
underserved, particularly poor households and small and medium-sized enterprises (SMEs). Regional 
cooperation and integration in the finance sector is lagging. 
 
3. The 2011 Financial Sector Operational Plan (FSOP) articulates and guides ADB in 
implementing its finance sector development agenda. 3F

4 The 2011 FSOP prioritizes financial stability 
and integrity, foundation for financial sector development, regional monetary and financial cooperation 
and integration, infrastructure finance through capital market development, and inclusive finance. 4F

5  
The midterm review of the FSOP, completed in 2017, affirmed its objectives and prioritized finance 
sector development, inclusive finance, and infrastructure finance objectives.5F

6 More details on ADB’s 
strategic response, including the 2011 FSOP and its midterm review, are discussed in chapter 2. 

  

4. This chapter provides the rationale for evaluating the finance sector operations of the 
Asian Development Bank (ADB). The chapter presents the approach and framework that the evaluation 
uses to answer the overarching question: Has ADB been relevant and effective in developing financial 
markets, including strengthening financial stability and integrity, enhancing regional integration to 
promote cross-border capital flows, increasing access to inclusive finance, and improving the financing 
of infrastructure through the development of capital markets and savings? The evaluation aims to 
contribute to the development of the finance sector directional guide (FSDG). While a draft copy of the 

 
1  World Bank. Financial Development (worldbank.org) (accessed on 19 July 2022).  
2  World Bank. 2013. Global Financial Development Report. Rethinking the Role of the State in Finance. Washington, DC. 
3  ADB. 2015. Financial Soundness Indicators for Financial Sector Stability: A Tale of Three Asian Countries. Manila. 
4  The 2011 FSOP operationalizes Strategy 2020. Strategy 2030 was operative 2018 onward (footnote 7).  
5  ADB. 2011. Financial Sector Operational Plan. Manila. 
6  ADB. 2017. Review of 2011 Financial Sector Operational Plan. Manila. 

Highlights 
 
Guided by the finance sector objectives of the Asian Development Bank (ADB) laid out in its 2011 Financial 
Sector Operational Plan (FSOP), a theory of change for the evaluation of ADB’s finance sector operations from 
2011 to 2021 was developed. Using mixed-method approaches of data collection, interviews, and staff surveys, 
this evaluation assessed ADB’s support to the finance sector during 2011–2021 through upstream and 
downstream operations and along the five FSOP objectives: financial stability and integrity, foundation for 
financial sector development, regional monetary and financial cooperation and integration, infrastructure 
finance through capital market development, and inclusive finance. 
 

https://www.worldbank.org/en/publication/gfdr/gfdr-2016/background/financial-development
https://openknowledge.worldbank.org/bitstream/handle/10986/11848/Global%20Financial%20Development%20Report%202013.pdf?sequence=1&isAllowed=y
https://www.adb.org/publications/financial-soundness-indicators-financial-sector-stability-three-asian-countries
https://www.adb.org/documents/financial-sector-operational-plan#:~:text=The%20strategy%20identified%20financial%20sector%20development%20as%20one,Strategy%202020%20and%20guide%20its%20implementation%20by%20ADB.
https://www.adb.org/documents/review-2011-fin-sector-operational-plan
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FSDG was provided to the Independent Evaluation Department (IED) in September 2022, evaluation 
activities undertaken for this report, such as country case studies and a review of strategy 
documentation and the ADB portfolio, were conducted independently and before IED received the draft. 
The revised FSDG is understood to replace the 2011 FSOP, to help enhance the success of ADB’s finance 
sector operations towards achieving Strategy 2030.7 

 
5. The evaluation comes at a critical time for many developing member countries (DMCs), 
where the ongoing impact of the coronavirus disease (COVID-19) crisis, supply chain bottlenecks, 
rising commodity prices, and risks from the United States’ monetary policies highlight the 
region’s fragility and interconnectedness. Post COVID-19, DMCs have an opportunity to move toward 
more sustainable and resilient domestic financial markets; stronger regional financial cooperation; 
programs for vulnerable households and micro, small, and medium-sized enterprises; and digital 
finance. 

 
B. Evaluation Methodology 
 
6. The evaluation assessed ADB’s finance sector operations during 2011–2021 (footnote 7).  
To answer the overarching question (para. 4), answers to the following subsidiary questions are 
presented in chapter 6:  

(i) How well was (and is) the 2011 FSOP positioned vis-à-vis evolving financial markets?  
(ii) To what extent have ADB’s finance sector operations strengthened the foundation for 

financial sector development, expanded inclusive finance, developed capital markets 
and contractual savings for financing infrastructure, strengthened financial stability and 
integrity, and enhanced regional cooperation and integration to promote cross-border 
capital flows?  

(iii) How does ADB’s value addition through its finance sector operations compare with that 
of other multilateral development banks (MDBs)? 

(iv) Is ADB well-equipped to deliver long-term and sustainable results in the finance sector? 
Does it have the right in-house skills and the organizational capacity to deliver on 
finance sector operations? 
 

7. The evaluation covered approved finance sector operations and those implemented and 
evaluated during 2011–2021. In this period, approved and committed sovereign, nonsovereign, and 
technical assistance (TA) projects amounted to $20.7 billion, while  implemented and evaluated projects 
included in the evaluation portfolio amounted to $4.6 billion, hence, a total of $25.3 billion of 
committed finance sector projects.8 The summary discussion of the portfolio is in chapter 3, while the 
list of approved and implemented and validated or evaluated projects during the evaluation period is 
described in detail in Appendix, Linked Document A. 
 

8. To answer the key evaluation questions, the report adopted a mixed-method approach, 
which triangulated qualitative and quantitative data collected from various sources. The most 
salient features of evaluation components and methods were portfolio analysis, case studies of selected 
countries, and lessons from evaluations of ADB support to the Indonesia finance sector and of ADB 

 
7   In September 2021, IED prepared its evaluation approach paper on ADB’s finance sector operations. The document noted that 

past MDB evaluations of the sector have rarely been tackled in their entirety. Nonetheless, the paper presented a comprehensive 
discussion of lessons from ADB's and other international financial institutions’ evaluations delving into the finance sector 
objectives. IED. 2021. Approach Paper: Sector-Wide Evaluation: ADB’s Finance Sector Operations, 2011–2020. Manila: ADB; 
ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. Manila. 

8  The Supply Chain Finance Program and the Microfinance Risk Participation and Guarantee Program, including their associated 
TA projects, as well as all projects tagged under trade finance, were excluded from the evaluation. The revolving nature of these 
programs makes them different from the rest of the finance sector portfolio. The trade finance program was evaluated in 2014 
(See IED. 2014. Corporate Evaluation Study: ADB Trade Finance Program. Manila: ADB) and will be evaluated again together 
with the other programs.  

https://www.adb.org/sites/default/files/linked-documents/LD_A_Approved_and_Evaluated_Projects_2011-2021.pdf
https://www.adb.org/sites/default/files/evaluation-document/736796/files/eap-swe-finance.pdf
https://www.adb.org/sites/default/files/institutional-document/435391/strategy-2030-main-document.pdf
https://www.adb.org/sites/default/files/evaluation-document/36218/files/trade-finance-program.pdf
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private sector equity investments.9 The evaluation conducted interviews with stakeholders in ADB and 
country case studies and reviewed the literature on emerging trends and risks in finance and systems 
and their interface with Strategy 2030 operational priorities. ADB corporate, sector, and country 
strategies were reviewed, and an ADB staff perception survey was conducted at headquarters and 
resident missions to gauge staff views on resources and skills adequacy, interdepartmental coordination, 
the One ADB approach, and strategy and operations alignment. The methods and approaches were 
described in detail in the evaluation approach paper (footnote 7). The results from these were used to 
assess ADB’s strategy (chapter 2), portfolio (chapter 3), performance and results (chapter 4), and ADB’s 
organization for delivery (chapter 5).  
 

9. Several limitations need to be considered as part of the evaluation process and results. 
One is the overlap in the definition of finance sectors and subsectors under ADB’s 2014 project 
classification system, which has led to misclassification of projects.10 The tagging of projects by FSOP 
objective was guided by the theory of change (next section). A second limitation was the use of virtual 
country missions to obtain country perspectives, as opposed to in-person field visits. 
 

C. Theory of Change for ADB Finance Sector Operation’s Evaluation 
 

10. Guided by the 2011 FSOP, ADB intended to strengthen its support for national and 
regional finance sector development. Through its sovereign and nonsovereign operations,  
TA projects, partnerships, and knowledge products, ADB aimed to help DMCs develop financial 
infrastructure, institutions, products, and services.11 The interventions’ expected outcomes included 
strengthened foundation for financial sector development, sustainable and inclusive finance promoted 
to achieve the Sustainable Development Goals, capital markets and contractual savings developed for 
long-term infrastructure financing, strengthened financial stability and integrity, and regional monetary 
and financial cooperation enhanced to promote cross-border capital flows. These outcomes would lead 
to long-term impacts: resilient and inclusive economic growth, reduced poverty and inequality, and a 
narrower infrastructure financing gap (Figure 1). 

 
9  IED. 2019. ADB Support to the Indonesia Finance Sector (2005–2018). Manila: ADB; and IED. 2019. ADB Private Sector Equity 

Investments. Manila: ADB. 
10  ADB. 2014. Project Classification System: Final Report. Manila. The mixing up of themes and institutional groupings under the 

system, and the gaps in its application, were discussed in the 2011 FSOP midterm review.  
11 Treasury Department’s operations were not subject to the evaluation. 

https://www.adb.org/documents/adb-support-indonesia-finance-sector-2005-2018
https://www.adb.org/sites/default/files/institutional-document/42823/files/project-classification-system-final-report.pdf
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Figure 1: Theory of Change: ADB Finance Sector Operations’ Evaluation 

 
ADB = Asian Development Bank, COVID-19 = coronavirus disease, MDB = multilateral development bank, PSOD = Private Sector Operations Department, SME = small and medium 
enterprises.  
Source: ADB. Independent Evaluation Department and ADB. 2011. Financial Sector Operational Plan. Manila. 

 

The Financial Sector Context in ADB Client Countries 

• Shallow financial markets 

• Reduced economic growth after COVID-19 

• Financial volatility 

• Increased inequality 

• Limited access to finance  

• Poor resilience and high vulnerabilities to risks 
• Limited regional cooperation and integration 

Outcomes 
 

- Strengthened foundation for financial 
sector development 

 
- Expanded and sustainable inclusive 
finance products more widely available 

 
- Capital markets, contractual savings  
and insurance developed for financing 
infrastructure and enhancing financial 
resilience 

 
- Strengthened financial stability and 
integrity 

 
- Enhanced regional monetary and 
financial cooperation to promote cross 
border capital flows 

Outputs 

-Finance Sector development: 
*Central banking systems reformed 
*Instiutional capacity built 
*Financial infrastructure developed 
(payments) 

-Inclusive Finance:  
*Increased access to Housing Finance  
*Increased access to Digital finance/ 
microfinance  
*Increased access to SME finance and 
leasing 

-Infrastructure Finance and Access to 
Capital Markets: 
*Increased support for issuers of equity / 
bonds (money markets and government bond 
markets). 
*Increased support for institutional investors 
(contractual savings, insurance/pensions). 

- Financial Stability and Integrity: 
*Prudential regulatory and supervisory 
framework (risk management, corporate 
governance) improved. 

- Regional Monetary and Financial 
Cooperation and Integration: 
*Infrastructure for cross-border financial 
transactions and services improved. 

Long Term 
impact 

 
 
 
 
Resilient and 
Inclusive 
Economic 
Growth 
Promoted 
 
 
Reduced 
Poverty and 
Inequality 
 
 
Reduced 
Infrastructure 
financing  
Gap 

 

 

The Financial Sector Framework for Delivery at ADB  

• Corporate / Sector / Thematic strategies and  plans 

• Country partnership strategies and business plans 

• Country knowledge programs, processes and practices 
 

Institutional Expertise at ADB 

• Staff  

• Consultants / secondees 

• Expert pool 

Included in scope 

Inputs By 
Modality 

Sovereign and 
non-sovereign* 
loans, grants, 
equity, credit 
enhancements, 
guarantees   

Technical 
Assistance and 
Knowledge 
products (e.g., 
learning events, 
policy advices 
working papers, 
technical studies) 

Partnerships with 
other MDBs and 
standard setting 
bodies 

 

 

 

 

 

Excluded from scope 

* Excluded from scope of this evaluation: PSOD cofinancing programs (trade finance, supply chain finance, microfinance risk participation and guarantees). 
Assumptions from inputs to outputs: (i) Well-designed projects aligned with country context and financial sector needs; (ii) Implementation capacity of ADB staff and consultants. 
Assumptions from outputs to outcomes: (i) Robust political climate; (ii) Implementation capacity of counter-parts; (ii) Management of systemic risk; (iv) Financial inclusion with gender 
mainstreaming. 
Assumptions from outcomes to long-term impact: (i) Financial sector strengthening leads to economic growth, poverty reduction and long term finance for infrastructure. 

https://www.adb.org/documents/financial-sector-operational-plan#:~:text=The%20strategy%20identified%20financial%20sector%20development%20as%20one,Strategy%202020%20and%20guide%20its%20implementation%20by%20ADB.
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11. This chapter presents the finance sector development context in Asia and the Pacific that 
informed the development of the 2011 Financial Sector Operational Plan (FSOP) and examines the 
significant changes that have occurred since that time. The chapter examines whether the strategies 
articulated in the 2011 FSOP were reflected in country diagnostics and country partnership strategies 
(CPSs) during the 2011–2021 evaluation period and the relative value proposition of ADB compared with 
its multilateral development bank (MDB) and development financial institution (DFI) peer group. 

 
A. Finance Sector Development Context in Asia and the Pacific 
 
12. Immediately prior to the publication of the 2011 FSOP, the development context for ADB’s 
work in the finance sector was strongly influenced by the aftermath of the 1997–1998 Asian crisis 
and 2007–2008 Global Financial Crisis. The severity of the Asian crisis led to a careful examination of 
its causes:12 credit and equity markets fueled by significant cross-border financial flows, liquidity and 
currency mismatches, and weak macroeconomic policies. The reforms that followed in many larger Asian 
financial markets anticipated many features of the Global Financial Crisis, which was to follow a decade 
later in 2007–2008 and offered some respite from the financial pressures when they came; “… 
dependence on foreign borrowing was cut back, official reserves were rebuilt, prudential supervision of 
the finance sector tightened, banks recapitalized, non-performing loans lowered, and corporate leverage 
reduced.”13 

 
13. The effects of the reforms meant that Asian banks were in a much better position when 
the 2007–2008 Global Financial Crisis took hold. The earlier credit excesses and currency mismatches 
were largely absent in Asia, exposure to banks in advanced countries had not increased, housing market 
exuberance was mostly avoided, and “households and corporations entered the crisis with generally 
stronger balance sheets.”14 Better regulated financial systems had gone along with regional initiatives to 
develop debt capital markets with local currency bond issuance as an alternative source to mainly public 
funding.  
 
14. From the external financing point of view, emerging Asia, which still showed strong 
growth potential, soon saw external flows pick up close to where they had left off before the 
crisis, unlike advanced economies where flows fell back significantly and failed to recover their 
former levels. During this period, the People’s Republic of China (PRC), India, and Indonesia, the largest 

 
12  Mainly private sector bank and portfolio flows rather than foreign direct investments. 
13  H.S. Keat. 2009. The Global Financial Crisis: Impact on Asia and Policy Challenges Ahead. pp. 269–270. Federal Reserve Bank of 

San Francisco Conference on Asia and the Global Financial Crisis, Santa Barbara, California, October. 
14  BIS. 2021. Changing Patterns of Capital Flows. CGFS Papers 66. May.  p. 4. 

Highlights 
 

Strategies 2020 and 2030 recognized the crucial role of the finance sector in tackling the overarching theme and 
operational priorities of the Asian Development Bank (ADB). However, its role was not explicitly detailed in the 
corporate strategies.  
 
The 2011 Financial Sector Operational Plan (FSOP) recognized the varying levels of finance sector maturity and 
the needs of low-income and conflict-affected developing member countries (DMCs) that lacked the foundation 
for a well-functioning and stable financial systems and of middle-income DMCs that face more sophisticated 
issues in the finance sector. 
 
Given the significant changes in the development landscape, the urgency of the climate change agenda and the 
potential for new technologies to facilitate the Strategy 2030 operational priorities, the 2011 FSOP is no longer 
fit for purpose. The future direction of ADB’s support to the finance sector needs to carefully consider and 
articulate its role in facing challenges and developments in five areas: a growing and more diversified finance 
sector, digital financial services and technology, financial inclusion, climate change and green finance, and the 
ongoing impact of the coronavirus disease (COVID-19) pandemic. 



8 ADB’s Finance Sector Operations, 2011–2021 

 

 

economies in Asia, escaped the crisis largely unscathed due to resilient domestic demand. External 
finance continued to grow throughout, supporting inflows to emerging Asia, which doubled from 0.4% 
of global gross domestic product (GDP) in 2000–2007 to about 0.8% in 2009–2019. 
 
15. Despite improved systemic resilience in the wake of the 1997–1998 Asian crisis and 2007–
2008 Global Financial Crisis, weaknesses remained in Asia and Pacific financial markets in meeting 
the financing needs of a rapidly developing region. Notable among those were the continued 
dominance of banks, often with rigid collateralized lending practices that served only a narrow segment 
of the population; insufficient access to risk capital available to micro, small, and medium-sized 
enterprises (MSMEs); and a lack of investment options in domestic debt capital markets for institutional 
investors that would productively channel funding to investments in needed infrastructure (Box 1). The 
development of corporate bond markets in Asia and the Pacific significantly lagged that of government 
bond markets. According to ADB’s published research in 2011, the broadening and deepening of 
domestic capital markets remained an important long-term objective for more efficient and resilient 
regional financial systems. 15  Progress in harnessing the full potential of the finance sector varied 
significantly among developing member countries (DMCs). In low-income and conflict-affected DMCs, 
access to regulated financial services remained a pressing challenge. In even middle-income DMCs, 
weaknesses in the development of risk management capacity within institutions, the low availability of 
pooled risk management products such as insurance available to corporations and retail consumers, as 
well as the continuing lack of financial access for underserved populations such as women borrowers 
were identified as common features. 
 

 
 

 
15 C. Park. 2011. Asian Financial System: Development and Challenges. ADB Economics Working Paper Series 285. Manila: ADB.  

Box 1. Phases and Factors in Developing Capital Markets 
 

A developed capital market can expand an economy’s pool of available funds for long-term investment needs in 
infrastructure, financial inclusion, and climate change financing. Such a market has an expanded number and range of 
financial instruments available to investors. However, the degree to which the instruments are available depends on the 
country’s enabling environment and conditions, investors’ behavior, and demand for funds by firms.a  
 

Within the capital market ecosystem are various players (i.e., regulators, investors, intermediaries, issuers) and factors 
(i.e., laws and regulations, market information and infrastructure, instruments) that countries need to consider when 
developing their capital markets.b The World Bank interviewed domestic and foreign investors and capital market 
participants to determine the conditions and policies needed to develop domestic capital markets in emerging markets.c 
In the early phase of development, the government is predominant (i.e., bond issuer). For a functioning capital market 
to emerge, basic legal and operational infrastructure is needed to ensure the clarity and enforceability of property rights 
governing capital market instruments and collateral, transparency of transactions, and effective dispute resolution 
mechanisms. Investors’ behavior is affected by the degree of the country’s policy coherence and continuity since, in the 
early phase of development, several institutional and legal reforms are necessary. 
 

Another key factor in the early phase of capital market development is the quality of the regulator and public 
administration since most interventions are top–down and policy and regulatory oriented. Other factors important in the 
early phase are the consolidation and standardization of issuance of government debt and inclusion in an index. In the 
later phase of development—the progress toward which is not necessarily continuous and self-sustaining—five factors 
are crucial: (i) low and stable risk-free rates, (ii) a minimum size of individual transactions to attract buyers, 
(iii) a government debt outstanding threshold for sufficient liquidity, (iv) the presence of a critical mass of domestic 
savings and large local investors, and (v) a strong banking system since domestic banks act as primary dealers for 
government debt and a bridge for foreign investors.  
_______________________ 
a R. Subramaniam and M. Legal. 2014. Asia’s Demand for and Supply of Funds in the Context of Regional Capital Market Development.  
  Asian Capital Market Development and Integration: Challenges and Opportunities. India: Oxford University Press. 
b World Bank. 2020. Capital Markets Development: A Primer for Policymakers. Washington, DC. 
c D. Demekas and A. Nerlich. 2020. Creating Domestic Capital Markets in Developing Countries: Perspectives from Market Participants.  
  Fresh Ideas about Business in Emerging Markets Compass. IFC Note 77. January.  
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B. ADB’s Strategic Response: 2011 Financial Sector Operational Plan  
 

16. To address weaknesses identified in the regional finance sector, ADB developed the 2011 
FSOP, which built on the themes of ADB’s Strategy 2020.16 The finance sector was identified as one 
of five core strategic areas, and it was hoped that modernization would lead to greater self-sufficiency 
in finance among DMCs. The need to improve financial systems, including capital markets, was one of 
nine key challenges listed in Strategy 2020. The dominance of banks in the region was noted in the 
Strategy 2020 text, as well as the need to improve domestic debt capital markets to help support 
infrastructure finance. Weaknesses in risk management practices and a continuing lack of financial 
access, especially among women borrowers were identified as development challenges that ADB 
intended to engage with. However, Strategy 2020 did not clearly articulate how the finance sector was 
expected to contribute to the overarching theme of environmentally sustainable growth.  The push 
toward energy transition or the need to better incentivize needed investments in climate adaptation or 
infrastructure resilience contained in Strategy 2020 did not, however, clearly identify the role of the 
finance sector in addressing this overarching theme.   

 

1. 2011 Financial Sector Operational Plan 
 

17. The 2011 FSOP focused on 15 themes and subsectors across five topic areas:  
(i) foundation for financial sector development and banking sector development, (ii) inclusive 
finance, (iii) infrastructure finance and access to capital markets, (iv) financial stability and 
integrity, and (v) regional monetary and financial cooperation and integration. Table 1 summarizes 
the areas of ADB operations grouped under each focus area. 
 

Table 1: Project Activities Based on the Theory of Change in Evaluating the  
Financial Sector Operational Plan 

FSOP Objectives Project Activities 
Financial stability 
and integrity 

– Support macro-prudential regulatory framework and supervisory capacity 
– Promote adoption of international standards and best practices 
– Support risk management by promoting sound corporate governance of banks and 

nonbank financial institutions 
– Implement measures against money laundering and financing of terrorism 

Foundation for 
financial sector 
development  

– Support government debt market development and central bank capacity building  
– Help central banks by formulating banking system regulations  
– Strengthen the foundation of finance sector before or in parallel with tackling more 

sophisticated issues of finance sector development 
– Support bank restructuring and supervision  
– Support state-owned bank reforms 

Infrastructure 
finance and 
access to capital 
markets 

– Policies and framework to support green finance and climate finance 
– Disaster risk finance 
– Support for subnational debt markets, corporate bonds, and equities 
– Regulatory support for money and capital markets, including Islamic finance and municipal 

finance 
– Policies and framework that directly support infrastructure financing 
– Direct investment in the fund, company, and/or onlending, or creation of a fund related to 

public–private partnerships, disaster risk financing, and climate change financing 
– investing in insurance companies and/or onlending for infrastructure 

Inclusive finance – Support to microfinance, micro saving, and micro insurance 
– Mobile banking, digital platforms  
– Other alternative delivery channels and/or distribution mechanisms to expand access to 

financial services, rural finance, and remittances 
– Financial literacy and consumer protection 
– Support to housing finance and mortgages 
– Support to micro, small, and medium-sized enterprises and leasing 

 
16 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank 2008–2020. Manila.  

https://www.adb.org/sites/default/files/institutional-document/32121/strategy2020-print.pdf
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FSOP Objectives Project Activities 
Regional 
monetary and 
financial 
cooperation and 
integration 

– Support for regional financial transactions 
– Support to manage integration process risks 
– Support to ASEAN and ASEAN+3 (including Asian Bond Markets Initiative) in their pursuit 

of regional financial cooperation and integration 

ASEAN = Association of Southeast Asian Nations; ASEAN+3 = ASEAN plus the People’s Republic of China, Japan, and the Republic 
of Korea. 
Source: Asian Development Bank (Sustainable Development and Climate Change Department and Independent Evaluation 
Department). 

 
18. The 2011 FSOP highlighted that low-income and conflict-affected DMCs lacked public 
confidence in financial systems, particularly in the functioning of money markets (and thus 
monetary policy) and other areas such as public debt markets. However, the finance sector in middle-
income countries faced a different problem: the dominance of banks had long stifled the critical longer-
term finance needed for infrastructure that might otherwise be obtained through market-based finance 
and capital market development. In addition, institutional investors such as pension funds and insurance 
companies could play a key role in mobilizing long-term savings and allocating investments via capital 
market mechanisms.  
 
19. Inclusive finance was expected to be improved through microfinance, mobile banking, 
housing, and SME finance. Financial stability would be managed through macro-prudential regulation 
and supervision, while regional integration would be achieved via liberalization of capital accounts; 
through development of common standards; and through subregional groups such as ASEAN; ASEAN+3 
(the People’s Republic of China, Japan, and the Republic of Korea); and the Asia Bond Market Initiative, 
in which the ADB participated. 

 
20. The 2011 FSOP was relevant to finance sector development challenges identified in Asia 
and the Pacific at the time of its publication. The 2011 FSOP goes significantly beyond Strategy 2020 
in articulating the role and potential of the finance sector as a conduit for positive change for multiple 
areas of economic and development activity. The 2011 FSOP considers larger themes such as the growing 
importance of green finance and focuses on target beneficiaries of potential ADB finance sector 
interventions such as nonbank financial institutions (NBFIs), women-owned business, and MSMEs.  
The 2011 FSOP is a forward-looking document, anticipating the growth of NBFIs and the potential for 
digital finance and new forms of low-cost payment infrastructure. 

21. Of its five objectives, the 2011 FSOP prioritized financial inclusion and capital markets for 
infrastructure finance as these were viewed as areas with the biggest gaps and where ADB had 
the most experience.17  The two objectives would support three key pillars of the economy: households, 
MSMEs, and infrastructure. ADB planned to gradually phase out from (i) foundation for financial sector 
development as “a growing majority of DMCs build a significant capacity over time”; (ii) financial stability 
as “multiple development partners provide support”; and (iii) regional integration, which requires mostly 
technical assistance (TA). The 2011 FSOP noted that ADB had limited experience in central bank capacity 
building (under foundation for financial sector development), housing finance (under inclusive finance), 
insurance (under capital markets), and capital flow monitoring and management (under regional 
monetary and financial integration).  

22. While the 2011 FSOP addressed development challenges faced by DMCs, there is 
inconsistent evidence that the language and themes identified in the 2011 FSOP became well 
integrated into country diagnostics, CPS and ADB operations. In many CPSs, the role and importance 
of the finance sector in helping provide scalable solutions for identified development challenges were 
unexplored. An analysis of 72 CPSs for 28 DMCs spanning 2011–2021 indicated that only 33.3% included 
diagnostics of the finance sector. A similar trend was observed for CPSs published after the 2021 CPS 

 
17 Footnote 5, pp. 17–18. 
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reforms, with only two out of six CPSs indicating that a finance sector diagnostic had been conducted. 
Gaps existed where the contribution of finance reform, capital market development, or the foundation 
for financial sector development were not linked to ADB’s operational priorities or could materially 
contribute to longer-term DMC policy objectives. Further analysis of the CPSs without diagnostics showed 
that 60% did not include performance targets for finance sector operations in the results framework. In 
the case of India, many positive examples were found in the 2013–2017 and 2018–2022 CPSs of how 
finance sector development was incorporated into country partnership documentation, such as the focus 
on finance sector interventions in support of infrastructure, public–private partnership (PPP) project 
advisory work, and inclusive finance. These areas coincided with the development plans of the 
Government of India at the time and the authorities requested ADB to support its efforts. When a 
government’s reform ambitions align well with ADB's finance sector strategy, then policy reform, 
sovereign and nonsovereign projects, and TA interventions can more easily follow. By way of contrast in 
other DMCs, country diagnostics on finance sector issues or CPS text setting out a plan of engagement 
on finance sector development have often been limited. Where local DMC areas of policy focus and ADB 
strategic objectives do not coincide, ADB has sometimes found limited opportunities to engage in 
support of policy and regulatory reforms in the finance sector or a state-dominated banking sector or to 
meaningfully contribute to the expansion of local capital markets. 
  
23. ADB finance sector strategic objectives in some CPSs were limited in scope, referencing 
only one or two areas of activity and failing to build on or acknowledge prior areas of engagement. 
In Bangladesh, the 2016 CPS noted that ADB financial assistance needed to be better combined with 
knowledge products and services, and that ADB should intensify efforts to expand private sector 
operations by helping improve the business climate and strengthening financial markets. The 2016 CPS 
observed that domestic revenue mobilization remained weak and that the capital market was 
undeveloped as a source of infrastructure financing. Consequently, access to concessional assistance 
from development partners would remain the key tool for financing revenue-generating infrastructure 
projects. A well-articulated diagnostic on the challenges facing Bangladesh financial markets at the time, 
however, noted that the targeted outcomes for the finance sector in the 2016 CPS shifted from equity 
market capitalization seen in the 2011 CPS to a focus almost solely on financial inclusion. Unlike the 2011 
CPS, the 2016 CPS made minimal mention of developing domestic bond markets. Although the only 
stated priority for the finance sector in the 2016 CPS was support for a more inclusive finance sector, 
potential institutional partners for ADB on this issue were not identified. The 2020 country assistance 
program evaluation for Bangladesh subsequently noted that, despite an ambitious 2016 CPS agenda to 
promote inclusive finance, ADB support to develop the finance sector remained concentrated in only two 
areas: capital market development; and support for the Infrastructure Development Company Limited, a 
public sector financing company mandated by the Government of Bangladesh to provide long-term 
financing for PPP projects.18 

 
2. Midterm Review of the 2011 Financial Sector Operational Plan  

 
24. The revised FSOP was published in 2017 after the midterm review, which de-emphasized 
foundation for financial sector development, financial stability and integrity, access to capital 
markets, and regional monetary and financial integration.19 The updated FSOP focused on three core 

areas: (i) finance sector development, (ii) inclusive finance, and (iii) infrastructure finance. The original 
2011 FSOP had linked infrastructure finance with access to capital anticipating that infrastructure finance 
would require ADB to develop alternative financing channels, including the domestic public debt market, 
the subnational debt market for financing urban infrastructure, and efforts to support infrastructure 
projects’ access to long-term financing of contractual savings institutions, through the corporate bond 
market. ADB would make use of its own local currency issues in DMCs to contribute to market 
development through a demonstration effect, and to support its own financing of infrastructure projects 
through local currency financing. The midterm review noted that during 2011–2015, the activities related 

 
18 IED. 2021. Country Assistance Program Evaluation for Bangladesh. Manila: ADB. 
19 ADB. 2017. Review of 2011 Financial Sector Operational Plan. Manila. 

https://www.adb.org/sites/default/files/institutional-document/316421/review-finsector-oplan-2011.pdf
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to access to capital markets for infrastructure financing were limited. The midterm review of the FSOP 
further narrowed the scope of infrastructure finance to the efficient allocation of long-term finance to 
meet infrastructure financing needs. Access to capital markets, together with general capital market 
development activities, support for financial stability and integrity, and regional financial cooperation 
and integration, were moved to a new objective: finance sector development. The implications of this 
change resulted in a decrease in ADB project interventions that sought to develop domestic financial 
markets specifically in support of infrastructure financing as a strategic objective. Infrastructure finance 
interventions supported by ADB thereafter fell into mainly two categories: support for government-run 
finance institutions [confidential information deleted] and standalone projects supporting individual 
nonsovereign operation borrowers for ADB’s own account.  
 
25. The 2017 midterm review made constructive recommendations to scale up operations and 
strengthen operational capabilities relevant to implementation of the 2011 FSOP. 
Recommendations were made in relation to areas of operational focus; the need for additional staff 
resources, skills, and capabilities; the need to improve program and project design quality; the need to 
improve early-stage country diagnostics and due diligence work; and the need to improve systems and 
indicators to track ADB project interventions against agreed operational goals. The midterm review 
included a results framework as a part of the appendix to the report, although, as with the original 2011 
FSOP, measurable, time-bound, targets were notably lacking. The midterm review acknowledged that 
making progress in finance sector development is often a multidimensional process of reform and 
sequenced introduction of markets and institutions that is complex, involves risks, and is generally 
country specific. This statement is a reminder of the challenge of drafting a unified strategic approach to 
finance sector development in Asia and Pacific, where DMCs are at significantly different stages in their 
economic development. 
  

C. ADB’s Strategy 2030 
 

26. In 2018, ADB formulated Strategy 2030 to respond to the complex and changing needs of 
its clients and to help achieve the vision of “a prosperous, inclusive, resilient, and sustainable Asia 
and the Pacific.” ADB relies on three guiding principles to achieve the Strategy 2030 vision: (i) using a 
country-focused approach; (ii) promoting innovative technology, and (iii) delivering integrated solutions. 
These principles apply to seven crosscutting and interdependent operational priorities: (i) addressing 
remaining poverty and reducing inequalities; (ii) accelerating progress in gender equality; (iii) tackling 
climate change, building climate and disaster resilience, and enhancing environmental sustainability;  
(iv) making cities more livable; (v) promoting rural development and food security; (vi) strengthening 
governance and institutional capacity; and (vii) fostering regional cooperation and integration. 
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27. The broadly crosscutting Strategy 2030 does not explicitly outline in detail the specific role 
of the finance sector. However, the finance sector is immediately relevant to all Strategy 2030 
operational priorities to a greater or lesser extent:  

(i) Operational priorities (i) and (ii). Improve access to finance among underserved 
businesses, communities, and women marginalized by poor access to finance provision. 

(ii) Operational priority (iii). Facilitate finance flows for tackling climate change, building 
climate and disaster resilience, and enhancing environmental sustainability.  

(iii) Operational priorities (iv) and (v). Help municipalities diversify funding sources, access 
local bond markets and finance for energy-efficient urban infrastructure and transport 
logistics, and promote food security through products such as disaster and crop insurance.  

(iv) Operational priority (vi). Strengthen governance and DMC institutional capacity using 
policy-based loans, TA, and Office of Public–Private Partnership Department advisory 
interventions to support financial infrastructure and regulatory oversight.  

(v) Operational priority (vii). Particularly relevant in the context of development of regional 
bond markets, common frameworks in financial regulations and supervision, and 
harmonizing of cross-border financial transactions. 

 

D. Multilateral Development Bank Comparison—ADB’s Value Proposition 
 

28. An examination of ADB’s strategic value proposition in the finance sector relative to that 
of the World Bank Group and other MDB peers shows that many of the same development themes 
feature in strategy papers but that ADB’s finance sector activities are still small in terms of 
comparative scale. Echoing many of the same themes as ADB, the World Bank Group finance sector 
strategy is grouped under three operational pillars: (i) financial stability and integrity, (ii) financial access 
and inclusion of households and SMEs, and (iii) development of long-term finance and risk management. 
The World Bank is also explicit in stating its ambition to contribute to the formulation of global standards 
and the implementation of sustainable financial development strategies by working with governments 
to develop a sound financial infrastructure and enabling regulatory framework, establish local capital 
markets, promote private sector development and improve financial access and inclusion for individuals 
and small businesses. In contrast with ADB, the World Bank Group has significant finance sector expertise 
in its country offices, and its benchmark-setting Finance Sector Assessment Program, run jointly with the 
International Monetary Fund, helps bring diagnostic focus and rigor to economic policy discussions with 
DMC government counterparts. While ADB’s FSOP and operations cover many of the same themes and 
subsectors, a notable difference is the scale and ambition of the World Bank Group engagement in 
initiatives such as supporting anti–money laundering/combating the financing of terrorism legislation. 
Another difference is the World Bank Group’s active participation in forward-looking standard-setting 
initiatives, often in partnership with the private sector, such as the Global Impact Investing Network and 
the Operating Principles for Impact Management, which works with partner institutions such as asset 
managers to accelerate ex ante impact assessment of investment activity. 
 
29. ADB’s finance sector interventions represented only 12% by dollar volume over the 
evaluation period of 2011–2021. In private sector–oriented DFIs, such as the International Finance 
Corporation (IFC), the European Bank for Reconstruction and Development (EBRD), the European 
Investment Bank, among others, financial institutions’ business typically comprises 30%–50% of the total. 
This matches the 45% of total PSOD commitments to the finance sector during 2021, but in 2019, a non-
pandemic year, PSOD commitments to the finance sector were only 21%. The reason is that finance sector 
interventions are seen as efficient vehicles for reaching large numbers of beneficiaries and as enablers of 
finance provision to underserved segments of society, such as MSMEs and women’s businesses. The Inter-
American Development Bank Group’s (IDGB) Office of Evaluation and Oversight conducted a finance 
sector benchmarking study in 2016 of nine DFIs operating mostly in Latin America and the Caribbean. 
The study noted that finance sector strategy papers do not always involve consultations with frontline 
operational staff and that strategic approaches are typically defined by support for business segments, 
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financial products, and types of clients rather than by operational objectives.20 The finance sector is not 
frequently a priority in the country strategies of many MDBs. A thematic evaluation of IDBG’s work with 
financial institutions21 found that only one-fifth of country strategies identified the finance sector as a 
priority, while an assessment of the African Development Bank (AfDB)22 concluded that “country strategy 
papers were silent” on access to finance objectives. In IDBG’s case, the Office of Evaluation and Oversight 
noted that a lack of country diagnoses of access to finance meant almost half of nonsovereign financial 
institution operations “originated opportunistically out of client requests.” Although ADB’s finance sector 
interventions do not match the volumes of EBRD’s, ADB joins AfDB23 and EBRD24 as having published a 
financial strategy (2011 FSOP) (Table 2).25 During the country case studies, several MDB peers and ADB 
clients positively cited ADB’s close working relationship with DMC government counterparts. ADB’s 
finance sector interventions were rarely seen by MDB peers as focused on support for the private sector–
enabling environment. While recent ADB efforts to expand local currency bonds in capital markets such 
as Kazakhstan have attracted attention, the total volume of green, blue, and social impact bond issuance 
in all Asia and Pacific DMCs (but not in Kazakhstan itself) by ADB is smaller than that of comparable MDB 
peer institutions. 
 

Table 2: Comparison of Multilateral Development Banks’ Finance Sector Strategies  
Institution Published Finance 

Sector Strategy 
Areas of Strategic Focus Noted Institutional Strengths 

ADB 
 
($0.81 billion in 
finance sector 
commitments in 
FY2021) 

FSOP (2011). Updated 
by the midterm review 
(2017).  

Post-2017 FSOP midterm 
review: Financial sector 
development, inclusive 
finance, infrastructure 
finance. 

Strength of sovereign client 
relationships. Expertise in 
private sector infrastructure 
project financing.  

World Bank Group 
 
($1.88 billion in 
finance sector 
commitments in 
FY2022) 

No single published 
institution-wide 
strategy paper, but 
detailed individual 
country assessments on 
finance sector 
development needs. 

Financial stability and 
integrity, financial access 
and inclusion of 
households and SMEs, 
development of long-term 
finance and risk 
management. 

Localization of finance sector 
expertise. Partnership with IMF 
on country diagnostics. 
Engagement with private 
sector banks and institutional 
investors through IFC. 
Standard-setting initiatives in 
AML/CFT, impact investment, 
and ex-ante development 
impact assessment. 

EBRD 
 
($1.44 billion in 
finance sector 
commitments in 
FY2021) 

Published Financial 
Sector Strategy 2021–
2025 

Focus on green 
investment, inclusive 
financial systems, and 
future-proofing banking 
systems against adverse 
economic shocks. 

Highly active in support for 
private sector banking 
partners.  

ADB = Asian Development Bank, AML =anti–money laundering, CFT = combatting the financing of terrorism, EBRD = European 
Investment Bank, FSOP = Financial Sector Operational Plan, FY = fiscal year, IMF = International Monetary Fund, SMEs = small and 
medium-sized enterprises. 
Source: ADB (Independent Evaluation Department). Based on interviews of ADB peer multilateral development bank and a review of 
available public information from the EBRD and the World Bank Group. 

 
20  IADB. 2016. Background Paper for Evaluation of IDB Group’s Work through Financial Intermediaries: Benchmarking of 

Development Finance Institution. 
21 IADB. 2016. Evaluation of IDB Group’s Work through Financial Intermediaries. Washington, DC. 
22 AfDB (Independent Development Evaluation). 2020. Evaluation of the AfDB’s Role in Increasing Access to Finance in Africa. Côte 

d’Ivoire.  
23  AfDB. 2014. Draft Financial Sector Policy and Strategy 2014–2019: Revised. Côte d’Ivoire.  
24  EBRD. 2010. Financial Sector Strategy. London; EBRD. 2016. Financial Sector Strategy. London; and EBRD. 2021. Financial Sector 

Strategy 2021–2025. London. 
25  CDC (now renamed the British International Investment) has also published a financial sector strategy recently (Financial 

Institutions: Sector Strategy). 

https://publications.iadb.org/en/evaluation-idb-groups-work-through-financial-intermediaries
https://idev.afdbnet.com/sites/default/files/documents/files/Evaluation%20of%20the%20Bank%E2%80%99s%20Role%20in%20Increasing%20Access%20to%20Finance%20in%20Africa%2021-09-2020%20-%20Web%20-%20Eng.pdf
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30. Although the finance sector is viewed from different angles by MDB peer institutions and 
covers different geographic regions within these documents and studies there are some common 
themes: 

(i) All DFIs focus on access to finance as a primary goal of their finance sector interventions, 
with an eye to improving inclusion and inclusive growth.  

(ii) All target MSMEs by offering finance to partner financial institutions for onlending to 
these businesses, largely through banks but also via NBFIs such as microfinance 
institutions and microfinance banks. For example, just over half of approved financial 
institution investments by IDBG from 2005 to 2014 were to SMEs (housing finance was 
the next biggest category).  

(iii) Since 2011, most MDBs have been trying harder to reach niche SME elements, with 
several DFIs targeting women-owned businesses and, in some examples, agricultural and 
youth businesses. 

(iv) Some attention was paid to deepening financial systems and increasing financial stability 
in DFIs dealing with less developed countries (AfDB) and regions within them, e.g., India 
(CDC). 

(v) Increased efforts by some institutions to provide local currency finance and capital 
market development is a common theme.  

(vi) References to green finance and digital financial services appear more prominently in 
recent strategies (EBRD, FMO, CDC).  
 

31. Within ADB’s MDB peer group, the evaluated success of finance sector interventions 
indicated that weaknesses in disbursements were persistent as were failures to reach intended 
beneficiaries. Other problems were “fungibility of money,” some MSME portfolios not expanding as 
much as hoped, and occasional problems of competition with other lenders. However, notable successes 
were achieved in expanding lending to vulnerable groups, with microfinance seemingly performing well 
in delivering on targeted development objectives; useful enhancements of product offerings with TA, 
notably in the technical dimensions of new areas such as climate-related investments; and the role of 
equity in generating leverage with clients to pursue particular development outcomes. 
 

E. Priorities for the New Finance Sector Guidance Document 
 

32. Developments in financial markets since the publication of the 2011 FSOP illustrate the 
gaps and opportunities that necessitate updating the ADB finance sector strategy. Five 
developments are of particular note: 

(i) a more diversified finance sector as NBFIs and capital markets have become more 
important; 

(ii) the influence of technology and digital financial services on the provision of financial 
services; 

(iii) the focus on financial inclusion;  
(iv) the finance sector’s increasingly important role in addressing environmental concerns, 

notably climate change, through green finance; and 
(v) the ongoing impact of the COVID-19 pandemic and rising inflationary pressures. 

 

1. Financial Diversification: Nonbank Financial Intermediation and Capital Markets 
 
33. The 2007–2008 Global Financial Crisis had lasting consequences for financial markets in 
developed and developing markets. An era of stimulatory fiscal policy, ultralow interest rates, and 
quantitative easing followed, further extended in 2020 by the arrival of the COVID-19 pandemic. 
Combined with a period of tightening of banking regulations, these cumulative issues had severe 
implications for incumbent banking models that had been in place. A shift to nonbank financial 
intermediation followed in established financial systems in Europe and North America, and in Asia and 



16 ADB’s Finance Sector Operations, 2011–2021 

 

 

the Pacific, helping diversify the finance sector but also bringing some associated regulatory concerns. In 
Southeast Asia, for example, according to the Economic Research and Regional Cooperation Department, 
NBFI financing accounted for an average of 3.9% of GDP (compound annual growth of 13.1%) and 8.6% 
of total bank lending (3.2%) during 2010–2019. These numbers are smaller than those of NBFI 
intermediation in Europe. NBFI lenders are a small but growing part of the financing landscape in Asia 
and the Pacific and are particularly important for MSMEs, which account for 97% of all enterprise activity. 
The move to NBFI intermediation has been boosted by the impact of the COVID-19 pandemic and the 
move to contactless e-commerce transactions. While traditional banking models continue to dominate 
Asia,26 market-based finance such as capital markets are anticipated to continue to expand and grow in 
importance as alternative financing routes.27 
 

2. Technology Companies and Digital Financial Services  
 
34. The challenge to traditional banking intermediation was compounded by rapidly 
expanding internet- and mobile phone–based connectivity and the domination of technology-
based services. Several new companies, such as GCash in the Philippines, efficiently digitize payment 
services (undercutting banks) and exploit data as a form of quasi-money. The use of data analytics by 
digital finance companies supported reliable and faster financial services, including credit facilities, and 
insurance. The new ways in which financial intermediation operated blurred the distinction between 
banks and technology companies and left many regulators struggling to catch up. Big Tech, the growth 
of digital currencies, virtual assets and online trading platforms present new challenges and opportunities 
to DMCs, which often lack institutional knowledge in such areas. The speed at which financial services 
have been digitized has left many regulators struggling to adapt. Regulatory structures that can not only 
encourage the expansion of well-regulated digital finance interventions but also protect consumers are 
often lacking. In many cases, digitization of financial services has helped widen access to financial services 
in Asian DMCs. The COVID-19 pandemic has boosted the adoption of digital financial services. According 
to World Bank data, about 40% of adults in developing economies outside the PRC made a digital 
merchant payment using a card, phone, or the internet, and more than one-third of adults in developing 
economies who paid for a utility bill directly from an account did so for the first time after the pandemic 
started.  
 

3. Financial Inclusion 
 
35. While economic growth, especially in developing countries, continued and the number of 
people in extreme poverty declined, concerns over structural inequalities remain. These include 
inequalities within countries as well as between them. The G20 made clear from late 2009 on that 
financial inclusion was a development priority and that financial institutions were to be central to its 
delivery. This theme was reinforced throughout the decade and formed part of the Sustainable 
Development Goals (SDGs) announced in 2015.28 MDBs such as ADB were expected to form a key part of 
the response, working in partnership with financial institutions to provide access to finance to 
underserved segments of society; MSMEs, women businesses and rural households, among others. 
Progress in providing access to finance remains slow in many DMCs. A systematic review of financial 
literacy interventions found that they result in positive changes in the behavior of individuals and 
businesses (Box 2). Recent Findex data highlight that the overwhelming majority of the world’s unbanked 
adults live in Asia and the Pacific. In Pakistan alone, the unbanked adult population in 2014 was estimated 
at 87% and in 2001 at 79%. As the demographics of many DMCs have changed in the last decade, with 
older, more urban-based populations and extended life pensions, savings, and insurance product 
expectancies, demand for diversified pensions, savings, and insurance products has also risen. 
 

 
26 World Bank. 2022. The Global Findex Database 2021. Washington, DC. 
27 See Appendix, Linked Document B for a detailed discussion of the trends. 
28 ADB. 2015. Asian Development Bank Sustainability Report: Investing for an Asia and the Pacific Free of Poverty. Manila. 

https://www.worldbank.org/en/publication/globalfindex/Report
https://www.adb.org/sites/default/files/linked-documents/LD_B_Overview_of_Asia_Finance_Sector.pdf
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4. Green Finance 

 

36. Rising global temperatures and more frequent extreme weather events have thrown a 
spotlight on climate change. The Paris Agreement in 2015 made clear that all countries needed to 
embrace the search for climate solutions and commit to tackling climate change. The United Nations 
Environment Program Climate Change Adaptation Finance Gap Report estimates that the annual cost of 
climate change adaptation will be $140 billion–$300 billion by 2030.29 Public budgets alone will be 
unequal to this task so financing from private sector sources will be essential to increase economic and 
social resilience to climate impacts. Financial regulators have identified climate change as a “major 
threat” to financial stability and offered their support. MDBs were again called upon to lead and help 
foster change, particularly through their ability to leverage finance from the private sector in parallel to 
their own. Long-term institutional investors, notably pension funds and life insurers, increasingly 
regarded environmental, social, and governance (ESG) objectives as investment goals well aligned with 
their own institutional mandates to deliver profitable risk adjusted returns. 
  
37. Green finance and green bonds, ESG and impact investments, funds for women 
entrepreneurs and other small businesses are among the financial products that are more 
commonplace in today’s more diversified financial world than a decade ago. Despite the difficulties 
that banks have faced in recent times they, and other financial institutions, continue to play an important 
role in supporting economic development. Remaining inequalities in access to finance and the existential 
challenge of climate change present clear objectives for finance in the years ahead.  
 

5. Impact of the COVID-19 Pandemic 

 
38. Developments in global financial markets since the drafting of the 2011 FSOP are set 
against a backdrop of rising inflationary pressures, the unsustainability of current global energy 
provision, and mounting fiscal pressures in several Asian economies. As highlighted in recently 
published ADB reports, DMC clients face fiscal constraints and debt sustainability concerns caused 
by the impact of the COVID-19 pandemic and commodity price inflation, which will severely limit 

 
29  United Nations Environment Programme. 2016. The Adaptation Finance Gap Report. Nairobi.  

Box 2. Systematic Review on the Impacts of Financial Literacy Interventions on Micro, Small,  
and Medium-Sized Enterprises 

 

The Independent Evaluation Department, in partnership with The Campbell Collaboration, conducted a systematic review 
on the impact of financial literacy interventions on micro, small, and medium-sized enterprise (MSME) welfare and 
performance. The review considered four types of interventions: (i) financial education, (ii) informational and behavioral 
nudges, (iii) financial counseling, and (iv) multicomponent interventions. The outcomes of interest are (i) financial literacy 
and knowledge, (i) financial behavior, (iii) business engagement, (iv) firm performance, (v) economic, and (vi) gender.  
The review included 52 randomized controlled trial and quasi-experimental studies. 
 

Overall, the systematic review found that financial literacy interventions resulted in: (i) positive changes in financial behavior 
(more likelihood of saving or borrowing, repaying loans, joining savings groups, or planning finances); (ii) greater business 
engagement (starting a business or formalizing an existing business); (iii) better performance of existing business (higher 
sales, profit, employment, and wages); and (iv) improved economic situation (higher assets, consumption, income, and 
savings). Personal (one-on-one) training sessions, sessions delivered in the respondent’s house or business location, and 
sessions delivered in local languages appear to have greater results than sessions involving more participants, a dedicated 
facility, and use of a non-local language.  
  

Evidence shows that financial literacy and education can bring positive changes. The changes are incremental; they do not 
imply big transformative effects. However, financial literacy and education are important elements of broader access to 
finance interventions targeting MSMEs. The interventions need to be designed to bring the intended results and avoid 
perverse incentives. 
_____________________________________ 

Source: Independent Evaluation Department. 2022 (forthcoming). Impact of Access to Finance Interventions on Micro, Small and Medium-
Sized Enterprises: An Evidence and Gap Map and Systematic Review. Manila: Asian Development Bank. 

 

https://backend.orbit.dtu.dk/ws/files/198610751/Adaptation_Finance_Gap_Report_2016.pdf
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public spending on infrastructure.30 The need for unprecedented government support during the 
pandemic, and rising energy and food prices mean several Asia and Pacific DMCs face significant fiscal 
constraints. At times of economic pressure, the first port of call for many companies and households is 
the finance sector. For exporters and importers, it may offer trade finance; for domestic-oriented 
companies, working capital or value-chain finance or financial help with restructuring; and for indebted 
households, forbearance as rising interest rates and falling real earnings reduce the ability to pay. Credit 
lines, short-term guarantees, equity, and other support for financial institutions, especially commercial 
banks, can be a vital lifeline to help tide an economy over in difficult circumstances. The need for MDB 
support for private sector financial institutions looks set to grow significantly. 
 
39. In a highly fluid operational context in Asia and the Pacific, financial markets will need to 
attract and utilize new sources of capital. In more developed markets, creative partnerships with the 
private sector, particularly longer-term institutional investors, combined with efforts to improve 
information transparency and raise corporate governance standards, are some of the best low-cost 
solutions available to ADB to channel funding to urgent development priorities. In less developed, fragile, 
and conflict-affected DMCs, ADB will need to strategically emphasize some of the basic institutional and 
regulatory building blocks necessary for market-responsive financial systems to function, and 
communications and digital infrastructure required to bring financial services to underserved rural and 
low-income populations. 

 
40. Priorities for the new finance sector directional guide must include a focus on longer-term 
Strategy 2030 aligned operational objectives, and the promotion of strengthened capital markets 
able to better support long-term investments in sustainable infrastructure. These goals can be 
reached through a number of approaches, but ADB has a specific role to play in supporting policy reform, 
in promoting a shared taxonomy and accountability on ESG investment standards, and in using blended 
finance interventions to crowd in private sector finance and expertise. Given the scale and urgency of the 
climate crisis, ADB has a vitally important role to play in catalyzing change in the finance sector. ADB, in 
partnership with a growing number of local financial institutions and investors that share SDG-aligned 
investment goals, must show leadership in providing solutions through product development, 
application of and accountability for ESG targets, and support for net zero and energy transition 
objectives.  
 

41. The new finance sector directional guide will need to address both the urgent climate 
development challenges identified and find better ways to leverage product innovations and new 
technologies to creatively address Strategy 2030 operational priorities. Given the strong alignment 
of finance sector interventions with Strategy 2030 operational priorities (i) and (ii), ADB should continue 
promoting inclusive finance, particularly interventions focused on the needs of MSMEs and women 
borrowers. Advances in the digitization of financial services and access to mobile phone–enabled and 
low-cost online payment platforms have provided an unprecedented opportunity to better meet the 
banking needs of underserved communities. ADB can significantly scale up its work in this area by helping 
banks and NBFIs improve risk management practices, update collateralized lending policies, reduce 
bureaucratic obstacles such as form filling, and better protect consumers. Digital finance as a means 
through which financial inclusion can be advanced was mentioned in the mid-term review of the 2011 
FSOP, but mainly from an angle of ADB helping create knowledge and raise awareness. ADB could have 
been more effective had it encouraged new players and existing financial institutions to use financial 
technology (fintech) to offer digital financial services and help spread financial solutions to less advanced 
economies. The market has produced many solutions using digital financial services and fintech and at 
an astonishingly fast rate (Box 3). But not all DMCs have made such progress and many communities 
remain excluded from the benefits of digitally enabled finance. ADB has a role to play, not in promoting 
specific fintech interventions, but in helping close the digital financial infrastructure divide and 
advocating for improved protection of bank users against misuse of digital data and against online fraud.  

 
30 ADB. 2021. COVID-19 and the Finance Sector in Asia and the Pacific: Guidance Note. Manila. 

https://www.adb.org/sites/default/files/institutional-document/761946/covid-19-finance-sector-asia-pacific-guidance-note.pdf
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 Box 3. Digital Finance Accelerator: India’s Unified Payments Interface and Financial Inclusion 
 

The introduction of a unified payments interface (UPI) in 2016 revolutionized India’s payments system, offering affordable 
access to real-time payments to hundreds of millions who might otherwise have been excluded from the finance sector.a 
Consumers, small businesses, and traders benefitted from being able to make instant, near-costless transactions. UPI became 
hugely popular and now plays a major role in the financial system. With more than 18 billion transactions processed in 
2021— more than $100 billion per month—the UPI is a remarkable success story. 
 

UPI was designed by the nonprofit National Payments Corporation of India, supervised by the central bank, to be secure, 
reliable, and interoperable among different payments companies.b UPI was created as digital public infrastructure with a 
centralized facility that does not rely on individual banks. The approach involved making UPI an open-source application 
programming interface to provide a single interface accessible by any mobile payment application, connecting banks, 
merchants, and consumers to ensure seamless and instant remote transactions.c 

 

UPI realized India’s vision for greater financial inclusion through a digital drive toward a less-cash society, not only bringing 
the vast numbers of the unbanked into the formal payments system but also allowing government subsidies to be allocated 
efficiently and without fraud. The Reserve Bank of India set out its road map for a safe, accessible, affordable, and 
interoperable payments system in 2012. It envisaged systems integration “through unified solution architecture” and 
regulation focused on “innovation and competition” and emphasized the value of electronic payment products and services 
that “can be accessed anywhere and anytime by all at affordable prices.” 
 
A key aspect of UPI is its simplicity of use. Consumers and others can transfer money to or from any bank account on a 
compliant mobile app using only the other party’s UPI ID, which can be as simple as their mobile number or a personal QR 
code. Individuals can choose mobile app providers irrespective of the bank with which they have an account. 
 
As an open platform, UPI does not confer any special power on banks or card providers but levels the playing field for 
transactions. UPI allows nonbank financial institutions to participate. Its open-source protocol fosters competition, 
encouraging financial technology start-ups to make UPI a broader and more useful network. The negligible user cost of 
transactions is in striking contrast with the oligopolistic network of credit and debit card suppliers seen in many developed 
countries, which charge significant transaction fees. UPI contrasts with the People’s Republic of China’s digital payments 
system, which is dominated by AliPay and WeChat Pay.f More than 300 banks and many payments applications and start-
ups participate in UPI, even payments subsidiaries of the United States tech giants. 
 
In countries like India, where small-value transactions are the norm, large transaction fees have excluded many people from 
the benefits of the financial system and restricted its growth potential. UPI has changed that picture. The Centre for Economic 
and Business Research reckons that the widespread adoption of real-time payments meant cost savings of $12.6 billion for 
Indian businesses and consumers in 2021, generating $16.4 billion of economic output equivalent to 0.6% of gross domestic 
product (GDP). The center expects net savings from UPI to rise to more than 1% of GDP by 2026.g 

 

The government’s commitment to financial inclusion and vision for digital finance were instrumental in developing UPI and 
improving financial services for millions. Well-designed regulations, open standards, and interoperability across multiple 
channels ensured a coherent system in which banks could willingly participate. With more than 30 countries showing interest 
in adopting UPI,h it could be diffused further to more widely benefit India and the financially underserved in other parts of 
the world. 
_________________________________ 
a V. Wadhwa, I. Amla, and A. Salkever. 2022. As Silicon Valley Fantasizes about Web3, India Leaps Ahead on payments. Fortune.  30 June. 
b A. Srivastava and G.S. Nair (Centre for Innovation in Public Policy). 2022. Why America Urgently Needs India’s UPI Boost. News18.com. 18 
July. The box draws on other points made in this article and footnote a. 
c World Bank Group. 2020. Digital Financial Services. Washington, DC, pp. 21–22.  
d Reserve Bank of India. 2012. Payment Systems in India: Vision 2012–2015. New Delhi, p. 1. 
e Cited in News18.com (footnote b). 
f The Reserve Bank of India contains market dominance by imposing limits on market share of UPI payments. 
g ACI Worldwide. 2022. Prime Time for Real-Time. Coral Gables. p. 60. 
h See News18.com (footnote b). 
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42. An initial review of the draft finance sector directional guide indicates that many of the 
strategic priorities highlighted by IED’s own independent review are considered. The draft FSDG 
was provided to IED in September 2022, immediately before the interdepartmental review period for 
IED’s own independent evaluation report. The draft FSDG includes a developed theory of change showing 
links between areas of finance sector operational focus and ADB Strategy 2030 operational priorities. The 
draft highlights ADB’s intention to take a differentiated approach to DMC finance sector development 
needs and prioritize policy reform and program support for innovative digital finance and the promotion 
of sustainable financial inclusion. The draft includes support for the private sector–enabling environment, 
the development of capital markets that can deepen and diversify sources of funding, and the expanded 
use of credit enhancement products by ADB to support capital formation. The draft contains much well-
researched information on and analysis of internal process and approval bottlenecks, weakness in quality 
at entry for projects and the need for a better peer review process, shortfalls in staffing resources, and 
the potential to improve knowledge management. 
 

43. While IED’s review and the draft finance sector directional guide have many areas of 
positive and constructive overlap in forward-looking strategy, IED’s evaluation highlighted the 
need to prioritize upstream policy reform and develop capital markets as the highest priority. The 
sequential nature of interventions is a distinctive feature of successful long-term engagement in the 
finance sector. The draft report as currently presented could provide greater clarity on this topic as well 
as clear targets and baseline indicators in each area of operational focus.  
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44. This chapter presents the trends in ADB finance sector operations by intervention type, country, 
subregion, and 2011 Financial Sector Operational Plan (FSOP) objectives during the evaluation period 
(2011–2021). The chapter summarizes the composition of the portfolio approved, as well as implemented 
and validated and/or evaluated by the Independent Evaluation Department during the evaluation period.  

A. Description of the Portfolio 
 
45. The finance sector was the fourth largest ADB portfolio (comprising about 12% of ADB 
operations) during 2011–2021 (the evaluation period). During this period, ADB approved $23.7 billion 
for finance projects, programs, investments, and technical assistance (TA) projects. Excluding support to 
trade finance, ADB committed $20.7 billion for 456 finance sector operations and TA projects. Including 
projects committed before but implemented and evaluated during the evaluation period, the evaluation 
portfolio amounted to $25.3 billion. Of this amount, $17.4 billion was for 109 sovereign projects,  
$7.6 billion for 157 nonsovereign projects, and $303.8 million for 263 TA projects (Table 3). Although 
the share of sovereign operations committed during 2011–2021 remained high at about 70%, the 
sovereign–nonsovereign ratio decreased from 4.9 in 2011–2013 to 2.5 in 2016–2018, which, on average, 
was sustained in recent years (Appendix, Linked Document C).  

46. Among the 2011 FSOP objectives, most sovereign operations and nonsovereign operations 
(NSOs) and TA projects during 2011–2021 supported inclusive and infrastructure finance and 
access to capital markets. Table 3 shows that in dollar volume and project count, inclusive finance and 
infrastructure financing and access to capital markets were the top focus areas supported by ADB. The 
two objectives were further emphasized after the 2017 midterm review (Figure 2). More detailed 
discussions by type of operation and subregion are in Appendix, Linked Document C.  

 
 
 
 
 
 
 
 
 
 

 

Highlights 

Among the five 2011 Financial Sector Operational Plan objectives, the large volume of approved sovereign and 
nonsovereign operations during the evaluation period (2011–2021) supported (i) inclusive finance and  
(ii) infrastructure finance and access to capital markets.  

Supporting the foundation for financial sector development was mostly through program loans and/or grants 
and capacity-building technical assistance (TA) projects. In recent years, however, sovereign investments 
supporting this objective were minimal. Regional monetary and financial cooperation and integration were 
primarily supported through regional TA projects. 

Based on the country case studies (Bangladesh, India, Papua New Guinea, the People’s Republic of China, the 
Philippines, and Uzbekistan), which comprised 61% of total approved portfolio during the evaluation period, 
ADB finance sector operations were broadly aligned with the country priorities described in ADB’s country 
partnership strategies. While ADB’s support was largely demand driven, few interventions tackled structural 
issues that could provide the foundation for more sophisticated financial systems. ADB had limited interventions 
in climate change financing even though it was identified as an emerging priority. 

https://www.adb.org/sites/default/files/linked-documents/LD_C_Finance_Sector_Operations_2011-2021.pdf
https://www.adb.org/sites/default/files/linked-documents/LD_C_Finance_Sector_Operations_2011-2021.pdf
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Table 3: Projects and Technical Assistance by Financial Sector Operational Plan Objective,  
2011–2021  

  Share to Total Commitment Amount (%)  
Type of 
Operation FSI 

Foundation for 
FSD RMFCI 

Infrastructure 
Finance and ACM 

Inclusive  
Finance 

Total 
($ million) 

    IF ACM   
Sovereign 
operations 7.1 4.8 2.1 22.3 19.2 44.4 17,373 
Nonsovereign 
operations - - - 22.8 11.5 65.7 7,630 
Technical 
assistance 5.4 11.5 8.9 19.8 9.1 45.3 304 
Total 5.0 3.5 1.5 22.4 16.8 50.8 25,307 
  Share to Total Number of Projects (%)  
Type of 
Operation FSI 

Foundation for 
FSD RMFCI 

Infrastructure 
Finance and ACM 

Inclusive  
Finance 

Total 
(Count) 

    IF ACM   
Sovereign 
operations 16.5 13.8 1.8 27.5 24.8 71.6 109 
Nonsovereign 
operations - - - 10.8 18.5 77.1 157 
Technical 
assistance 14.1 24.3 13.7 19.4 21.3 56.3 263 
Total 10.4 14.9 7.2 18.5 21.2 65.6 529 

ACM = access to capital market, FSI = financial stability and integrity, FSD = financial sector development, FSOP = Finance Sector 
Operational Plan, IF = infrastructure finance, RMFCI = regional monetary and financial cooperation and integration.  
Note: Tagging is based on the project’s outcome and output targets. The total commitment amount for projects with multiple FSOP 
objective tagging is divided equally among the objectives. Total percentages may not add up because of multiple tagging by project 
and rounding off. Projects with multiple FSOP objective tagging were counted multiple times. The total number of projects refers to 
total projects reviewed. 
Source: Asian Development Bank (Independent Evaluation Department). 
 

Figure 2: Share to Total Commitment Amount by Financial Sector Operational Plan Primary 
Objective (before and after the 2017 midterm review) 

 
FSOP = Financial Sector Operational Plan, TA = technical assistance. 
Note: Project objectives at appraisal were further assessed to determine their primary objective(s). The total commitment amount 
for sovereign and TA projects with multiple primary objectives is divided equally among the primary objectives. Sovereign and 
TA projects with multiple primary objectives were counted multiple times. Includes finance sector projects approved before 2011 
but implemented and validated or evaluated by IED during 2011–2021. 
Source: Asian Development Bank (Independent Evaluation Department). 
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B. Sovereign Operations 
 
47. Sovereign operations comprised 69% of the total finance sector portfolio during the 
evaluation period. They were concentrated in inclusive finance (44% of total sovereign finance sector 
commitments) and infrastructure finance and access to capital markets (42%). Within infrastructure 
finance and access to capital markets, concentration was greater in facilitating access to long-term 
finance for infrastructure projects (22.3% by dollar volume or 27.5% of the total number of sovereign 
finance sector projects), while within inclusive finance the focus was greater on micro, small, and 
medium-sized enterprise (MSME) finance and leasing (18.8% by dollar volume). The objectives varied by 
region, with ADB focusing on inclusive finance in Central and West Asia and infrastructure finance in 
South Asia and East Asia. A more detailed discussion of sovereign operations is in Appendix, Linked 
Document C.  
 
48. During 2017–2021, minimal sovereign investments were approved that aimed to support 
the foundation for financial sector development. This was consistent with ADB’s overall direction 
resulting from 2011 FSOP’s midterm review published in May 2017, where foundation for financial sector 
development was de-emphasized.31 Over the years, sovereign finance sector operations focused on the 
two FSOP objectives: inclusive finance, and infrastructure finance and access to capital markets, where 
ADB viewed itself as having an established track record. 
 
49. Support to infrastructure finance through intermediary lending increased over time. In 
dollar volume, the proportion of sovereign investments to support infrastructure finance, which was lent 
to development financial institutions, including credit lines, significantly increased during 2017–2021, 
relative to the volume of capital market development or access to capital market interventions, which 
were mainly designed as program or policy-based loans. However, in terms of project count, there was 
a relative proportion between these modalities. Policy support for capital market development was highly 
concentrated in Southeast Asia and South Asia. Sovereign climate change financing was only at 17.1% 
of approved total sovereign operations during 2011–2021, of which 56.7% were in the People’s Republic 
of China (PRC) (Appendix, Linked Document C).32 More recently, ADB provided policy support to develop 
insurance schemes for disaster risk financing.33 
 
50. While the primary focus of sovereign support under the inclusive finance objective was 
MSMEs, in recent years there has been an uptake on digital finance. In terms of volume, 18.2% of 
total sovereign projects with inclusive finance targets, approved during 2017–2021, either aimed to 
implement reforms in digital finance to support innovation to increase connectivity and inclusion, or 
engage more MSMEs in mobile-based enterprise finance applications and other digital finance 
innovations supporting MSMEs (Figure 3). Policy-based work did not cover supervision of financial 
technology (fintech) companies. Although still smaller than other areas of inclusive finance, the 
proportion of digital finance volumes doubled in 2017–2021 from 2011–2016. Eight sovereign projects 
that aimed to support digital finance were approved during 2017–2021 (20.5%), an increase from three 
(8.1%) during the previous period. Of the eight, four program loans and one credit line were approved 
at the height of the COVID-19 pandemic (2020–2021). These interventions were either program support 
to better assess the impact of the COVID-19 pandemic on MSMEs and women, credit line through 
financial intermediation for MSMEs, or COVID-19 relief for women entrepreneurs, whose access to 
finance had been affected by the pandemic.   Figure 3 shows that direct support to microfinance, micro 
savings, and micro insurance dropped to almost nil in 2017–2021 from 7.1% in 2011–2016. 
 

 
31  A new objective called “finance sector development” was created post the midterm review. Finance sector development was 

defined as a combination of four under the 2011 FSOP objectives: (i) financial stability and integrity, (iii) foundation for financial 
sector development, (iii) access to capital markets, and (iv) regional financial cooperation and integration.  

32  Based on available data for climate change finance, which is by approved amount. 
33 For example, under ADB’s contingent disaster financing program, policy-based loans were approved in 2020 to support the 

government of Philippines and Indonesia establish and/or expand disaster insurance schemes.  

https://www.adb.org/sites/default/files/linked-documents/LD_C_Finance_Sector_Operations_2011-2021.pdf
https://www.adb.org/sites/default/files/linked-documents/LD_C_Finance_Sector_Operations_2011-2021.pdf
https://www.adb.org/sites/default/files/linked-documents/LD_C_Finance_Sector_Operations_2011-2021.pdf
https://www.adb.org/documents/contingent-disaster-financing-natural-hazards-policy-paper
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Figure 3: Share to Total Sovereign Operations with Inclusive Finance Objective, by Focus Area (%) 

 
MSMEs = micro, small, and medium-sized enterprises. 
Note: The total commitment amount for projects with multiple focus areas is divided equally among the focus areas.  
Projects with multiple focus areas were counted multiple times. ADB’s Microfinance Program is excluded (footnote 8).  
Source: Asian Development Bank (Independent Evaluation Department). 

 

C. Nonsovereign Operations 
 
51. NSOs, which comprised 30% of total finance sector operations, focused on the objectives 
of supporting inclusive finance (66% of total nonsovereign finance sector operations) and 
infrastructure finance and access to capital markets (34%). Within the objective of infrastructure 
finance34 and access to capital markets,35 a greater concentration by dollar volume facilitated long-term 
financing for infrastructure projects (22.8% of total nonsovereign finance sector operations by volume) 
than supported access to capital markets or capital market development (11.5%), although the opposite 
relationship is true by number of projects. Interventions in climate finance were limited to 7.2% 
(Appendix, Linked Document C). Most nonsovereign interventions (21 of 29 projects) in capital market 
development comprised downstream investments in private equity funds. Most NSOs (87% by volume 
and 86.8% by project count) supporting inclusive finance were in MSMEs and leasing.36 These included 
two NSO loans and a debt security to private companies and a bank involved with COVID-19 treatment 
hospitals in the rural areas, and MSMEs affected by the pandemic, particularly in agriculture. There were 
no interventions in digital finance (Figure 4).37 Similar to sovereign operations, NSOs in Central and West 
Asia were heavily focused on inclusive finance. In East Asia, most nonsovereign projects were supporting 
infrastructure finance, access to capital markets, and inclusive finance. See Appendix, Linked Document 
C for a detailed discussion of nonsovereign finance sector operations. 
 

 
34 These are loans to or direct equity investments in financial intermediaries that onlend to infrastructure companies.   
35 These are debt securities, equity investments and guarantees for capital market activities such as private equity funds or support 

for bond issuances  
36 MSMEs comprise a broad segment, and definitions of micro, small, and medium-sized vary across countries making it difficult to 

dissect the interventions dedicated for each segment. Given this limitation, IED recognizes that the MSMEs described in this 
report can refer to interventions for SMEs and/or MSMEs.  

37 IED notes that ADB’s Microfinance Program, a nonsovereign operation, aims to support these areas. Assessment of the program 
is excluded in this evaluation. See footnote 8. 
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Figure 4: Share to Total Nonsovereign Operations with Inclusive Finance Objective,  
by Focus Area (%) 

 
MSMEs = micro, small, and medium-sized enterprises. 
Note: The total commitment amount of projects with multiple focus areas is divided equally among the focus areas.  
Projects with multiple focus areas were counted multiple times. Excludes ADB’s Trade Finance Program, Supply Chain Finance 
Program and Microfinance Program (footnote 8). 
Source: Asian Development Bank (Independent Evaluation Department). 

 
52. During 2017–2021, NSO support to infrastructure financing increased, while support to 
access to capital markets significantly dropped. After the midterm review, 90.7% of NSO support for 
infrastructure finance and access to capital markets was invested in infrastructure financing,  
27 percentage points higher than in the previous period. During the same period, NSO support for access 
to capital markets significantly dropped to 9.3% from 36.3% (Figure 5). 

 
Figure 5: Share to Total Nonsovereign Operations with Infrastructure Finance and Access to 

Capital Markets Objective, by Focus Area (%) 

 
Source: Asian Development Bank (Independent Evaluation Department). 

 
53. Across 2011 FSOP objectives, NSO finance sector operations were mostly loan investments 
(57.4%) and equity (25.0%), with limited use of guarantees to support the development of 
domestic bond markets or the mobilization of non-developmental sources of capital. ADB did some 
important TA work in this area on the use of partial credit guarantees, but it did not materialize into 
investment opportunities. Only four projects (3.0% of nonsovereign finance sector operations by dollar 
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volume) involved the use of guarantees to either support domestic bond issuance or mobilize third-party 
capital during the evaluation period (Figure 6). A significant factor affecting volume was supply-side 
constraints, such as lack of bankable projects or inadequate regulations or policies governing the 
utilization of guarantees.38 Of the total nonsovereign finance sector transactions, 32.5% were in local 
currency.  

 
Figure 6: Nonsovereign Operations Supporting the Two Financial Sector Operational Plan 

Objectives, by Modality 
(share to total commitment amount) 

  
Note: Project objectives at appraisal were further assessed to determine their primary objective(s). No nonsovereign operations 
had the primary objectives of financial stability and integrity, foundation for financial sector development, and regional 
monetary and financial cooperation and integration. 
Source: Asian Development Bank (Independent Evaluation Department). 

 

D. Technical Assistance 
 
54. The TA support among subregions and 2011 FSOP objectives indicates that TA projects 
were an important modality for ADB to support all the objectives. TA support was mostly designed 
to provide institutional support by building capacity. While most TA projects in Central and West Asia 
prioritized inclusive finance, a significant number supported infrastructure and access to capital markets. 
In East Asia, more than 50% of TA projects implemented during 2011–2021 supported infrastructure 
finance and access to capital markets, mostly focused on green or climate financing, and some focused-
on policy support for innovations and the local government bond market. Southeast Asia prioritized 
foundation for financial sector development in TA operations and supported inclusive finance and 
infrastructure finance and access to capital markets. In addition, ADB’s regional support to the 
Association of Southeast Asian Nations (ASEAN) Capital Markets Forum aimed to bolster regional 
financial cooperation and integration, including sustainable finance.39 The Pacific Islands placed greater 
emphasis on inclusive finance. Regional TA supported the foundation for financial sector development in 
the Pacific Islands.40 Regional monetary and financial cooperation and integration were mainly addressed 

 
38 IED. 2017. Boosting ADB’s Mobilization Capacity: The Role of Credit Enhancement Products. Manila.  
39 ADB. 2019. Promoting an Interconnected, Inclusive, and Resilient Association of Southeast Asian Nations Capital Market. Manila 

(TA 9924).  
40 ADB. 2019. Technical Assistance for Pacific Private Sector Development Initiative, Phase IV. Manila (TA 9848). One of the TA 

objectives was to reform state-owned enterprises. 
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through regional TA projects with ASEAN+3 (the People’s Republic of China, Japan, and the Republic of 
Korea). An NSO regional TA project funded the development of an online platform, Women’s Finance 
Exchange (wfx.adb.org), which aims to increase gender-responsive financing and to provide digital 
solutions in dealing with changes in the business environment.41  TA support for climate finance was 
limited at 2% (Appendix, Linked Document C). 
 
55. TA volume supporting digital finance increased in recent years, while a huge share of 
support to MSMEs was sustained. At the height of the COVID-19 pandemic (2020–2021), 18 TA 
projects that supported digital finance were approved, representing about 70% of total TA projects 
approved during 2017–2021. These were mostly capacity-building support for MSMEs and women 
entrepreneurs so they could integrate into the digital economy and access financial services. TA support 
for microfinance, micro savings, and micro insurance significantly dropped in the same period. 
 

E. Crosscutting Themes 
 
56. ADB’s total climate finance portfolio doubled during the evaluation period, although the 
finance sector’s contribution remained limited at 6.5% of the annual lending target of $6 billion 
in 2020 (Figure 7). 42  ADB’s overall climate change finance portfolio was heavily concentrated in 
mitigation measures rather than adaptation. ADB met the annual $4 billion mitigation finance target as 
early as 2017, mostly through energy and transport sector projects. In contrast, ADB has not yet met the 
$2 billion annual adaptation finance target.43 Finance sector operations in climate finance were likewise 
concentrated in mitigation finance, although the amounts in adaptation finance have increased 
significantly over the last 3 years. The share of climate change finance to total finance sector operations 
declined from a high of 24.8% in 2017 to 4.7% in 2021 (see Appendix, Linked Document C for more 
details).    

Figure 7: ADB’s 2011 and 2020 Climate Change Financing (approved amount in $ billion) 

 
ADB = Asian Development Bank. 
Source: Asian Development Bank’s Sustainable Development and Climate Change Department database on climate change finance. 

 
41  ADB. 2020. Technical Assistance for the Women’s Financing Marketplace. Manila (TA 6646). The website was launched in August 

2021. Through the Women’s Finance Exchange, an online capacity building training was piloted in Papua New Guinea to help 
women improve their digital financial literacy, business planning and use of e-commerce. See ADB. 2021. Women’s Finance 
Exchange: Training Women’s Small Businesses in Papua New Guinea. Manila. 

42  In 2015 before the Sustainable Development Goal Summit, ADB committed itself to doubling its climate change support from 
$3 billion in 2015 to at least $6 billion per year in climate change financing from its own resources by 2020. 

43  ADB. 2021. ADB Support for Action on Climate Change, 2011-2020. Manila.  
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57. In recent years, gender targets were found in 84% of the total operations in the finance 
sector. The number of finance sector projects directly targeting gender equity or women’s empowerment 
significantly increased during 2017–2021. 44  Approved NSO projects categorized as gender equity 
significantly increased from 7.8% to 21.8%, and as effective gender mainstreaming from 25.5% to 52.7% 
(Figure 8). The projects with gender action plans increased from 34.4% in 2011–2016 to 54.0% in 2017–
2021.  

Figure 8: Gender Mainstreaming in Finance Sector, 2011–2021  
(share to total project count) 

 
EGM = effective gender mainstreaming, GEN = gender equity, SGE = some gender elements. 
Source: ADB project documents and eOperations database. 

 
58. ADB’s limited support to fragile and conflict-affected situations and/or small island 
developing states’ finance sector was mostly through TA projects. During the evaluation period, of 
ADB’s 19 vulnerable countries, only 9 had finance sector interventions, mostly support to inclusive 
finance, particularly SMEs, rural finance, microfinance, and financial literacy. The interventions totaled 4 
loans ($42.12 million), 4 NSOs ($34.6 million), 10 TA projects ($9.75 million), and a grant  
($2.85 million).45 

F. Alignment of ADB Response to Country Strategies 
 
59. ADB's finance sector operations over 2011–2021 across the region were broadly in line with 
ADB's CPSs. The evaluation carried out six country case studies—Bangladesh, India, the People’s Republic 
of China, Uzbekistan, the Philippines, and Papua New Guinea (PNG)—which comprised 61% of the total 
finance sector operations committed during the evaluation period. Table 4 shows the breakdown of CPS 
finance sector objectives and the portfolio in each country case study. The focus in most countries was 
on inclusive finance, particularly improving access to finance for MSMEs, and infrastructure finance. 

 
44  ADB has four gender mainstreaming categories: gender equity as a theme, effective gender mainstreaming, some gender 

elements, and no gender elements.  Gender equity projects are those that directly address gender equity and/or women’s 
empowerment, while effective gender mainstreaming projects are those where outcome does not explicitly address gender 
equality or women’s empowerment but whose outputs contribute to addressing gender equality and/or women’s empowerment. 
The two categories are monitored and assessed through a gender action plan and the project’s performance indicators indicated 
in the design and monitoring framework. Some gender elements projects are those with one or more gender performance 
indicators at the output level, but do not require a gender action plan.  

45  See Section D. Technical Assistance. 
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Capital market development was identified as a priority for India, Bangladesh, and the Philippines, 
although in India it was replaced with infrastructure finance in more recent CPSs. 
 

Table 4: Country Partnerships and Strategies and Finance Sector Operations in the Six Country 
Case Studies, by Financial Sector Operational Plan Objective  

(2011–2021, total commitment amount, $ million) 
FSOP Objective PRC  IND BAN PHI UZB PNG 

COUNTRY PARTNERSHIP STRATEGY 
Financial stability and integrity        
Foundation for financial sector 
development 

       

Regional monetary and 
financial cooperation and 
integration 

       

Infrastructure finance and 
access to capital markets 

x  x x x x  

Inclusive finance x  x x x x x 
PORTFOLIO        

Financial stability and integrity 1  - - 0.5 84 0.2  
Foundation for financial sector 
development 

2  1 1 2 0.4 -  

Regional monetary and 
financial cooperation and 
integration 

65  - - 300 -      -  

Infrastructure finance and 
access to capital markets 

2,116  2,054 931 949 138 -  

Inclusive finance 833  2,065 561 643 1,859 12.9  
Total 3,016   4,120  1,493 1,894  2,081  13.1  
Share to Total Committed 
Portfolio ($20.7 billion) 

15%  20% 7% 9% 10% 0.1% 

BAN = Bangladesh, FSOP = Financial Sector Operational Plan, IND = India, PHI = Philippines, PNG = Papua New Guinea,  
PRC = People’s Republic of China, UZB = Uzbekistan. 
Note: The total commitment amount for projects with multiple FSOP objective tagging was divided equally among the objectives. 
Includes sovereign, nonsovereign, and technical assistance projects. Totals do not add up because of rounding. Includes only 
finance sector projects approved during 2011–2021. 
Source: Asian Development Bank (Independent Evaluation Department). 

 
60. The PRC CPS for 2011–2015 included development of municipal finance; promotion of 
environmentally sustainable growth through green financing instruments; and regional 
cooperation and integration through transport connectivity, development of corridor cities, and 
trade facilitation.46 Addressing climate change and inclusive economic growth (inclusive and green cities 
development, rural development, financial inclusion) came to the fore in the CPS for 2016-2020 to 
support government efforts to achieve high-quality, green development. ADB's finance sector portfolio 
reflected these priorities, although ADB's NSOs were roughly evenly divided between financing 
infrastructure and supporting inclusive finance.  
 

61. ADB’s finance sector operations in India were consistent with the CPS 2013–2022 objectives 
and included inclusive finance and infrastructure finance among the areas of focus through 2020. 
Despite progress over the decade, the finance sector was dominated by public sector banks, although 
new opportunities emerged as nonbank and digital finance companies have grown rapidly over the 
decade. The stock market is relatively well-developed and active, but the corporate bond market has 
remained underdeveloped. The government bond market has been illiquid. Securitization, which once 
was ahead of developments in other Asian markets, has not progressed. The bond market requires several 

 
46  Outside of ASEAN+3, the regional cooperation and integration activities focused more on linkages through transport 

connectivity, development of corridor cities, and trade facilitation, and not so much on finance and regional financial cooperation 
and integration. 
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associated developments, including exchange traded interest rate and foreign exchange derivatives 
contracts; tax reforms, particularly stamp duties, to help develop the corporate bond market; and 
streamlining of the regulatory and supervisory structure of the local currency bond market to increase 
efficiency, economies of scale, liquidity, competition, and innovation. ADB's decade-long sovereign 
engagement in the finance sector has supported the key focus areas of the government—infrastructure 
and financial inclusion—in line with its requests. Earlier, ADB had expectations about developing the 
bond market to finance infrastructure, but in light of the major development imperatives of investments 
in the sector, ADB's focus moved to financing infrastructure through financial intermediaries set up by 
the government. ADB’s NSOs in 2011–2021 were more varied and focused primarily on financial inclusion 
across housing finance, MSME finance and leasing, and infrastructure finance. ADB financed financial 
inclusion projects directly and relied more on investments through ADB-supported funds for 
infrastructure finance.  
 

62. ADB's CPS for Bangladesh (2011–2015) had broader objectives, including deepening 
financial markets, improving financial inclusion, and supporting infrastructure development. It 
noted that serious constraints in infrastructure were affecting growth and that the shallowness of the 
country's capital market undermined private sector investment in infrastructure. The intended outcome 
of the CPS for 2011–2015 was a more efficient capital market for private sector enterprises, with equity 
market capitalization growing robustly. ADB's sovereign operations helped improve the governance of 
the two stock exchanges. The focus of the CPS for 2016-2020 shifted to inclusive finance. ADB provided 
support to microfinance institutions and banks to reinforce financing of MSMEs to increase financial 
inclusion, especially by serving women borrowers. ADB supported the development of infrastructure 
mainly through state-owned enterprises. A recently approved DFI loan to Bangladesh Infrastructure 
Finance Fund Limited aimed to support the institutional capacity to develop PPP infrastructure projects. 
To achieve this, mechanisms for collaboration amongst PPP Authority, ADB’s project team, and ADB’s 
Office of Public–Private Partnership Department were considered in the project design and 
implementation. ADB's NSOs were not significant. While ADB's finance sector operations were consistent 
with the CPS and the country’s needs, how to take the One ADB approach to explore how sovereign 
operations can contribute to more nonsovereign projects is a challenge. 
 
63. In the Philippines, the financial system is dominated by banks, which can crowd out other 
forms of financial intermediation. The banking system holds about 94% of the financial system’s 
assets.47 The CPS for 2011–2016 did not include the finance sector as a priority sector, but an adjustment 
in 2015 in the lending program to align with government priorities added a capital market reform 
program. The CPS for 2018–2023 added inclusive finance and capital market–generated infrastructure 
financing as one of the three pillars in the country program. The CPS 2018–2023 intended to strengthen 
the links between sovereign operations and NSOs to promote innovative approaches to long-term 
financing in, among others, infrastructure finance and urban finance. Infrastructure finance included the 
energy sector to help the country transition to a low-carbon economy and to introduce green finance, 
while urban finance covered infrastructure and municipal financing for urban services. ADB sustained 
support to capital market development with programmatic policy-based loans and TA projects. The ADB-
supported financial market regulation and intermediation program put in place the building blocks to 
improve financial stability, the capital market–generated infrastructure financing program focused on 
developing a sustainable source of long-tenor infrastructure finance, and the inclusive finance program 
addressed finance sector issues that have held back financial inclusion. The nonsovereign projects were 
largely in the same sectors.  
 

64. In Uzbekistan, finance was not a core sector of the CPS for 2019–2023. It was to support 
private sector development, and its relevance to the finance sector was in the details of reforming state-
owned banks, the need for rural finance, agricultural finance, small and medium-sized enterprise (SME) 
finance, bond markets, and the development of market-based housing and mortgage finance. Domestic 

 
47  International Monetary Fund. 2021. Philippines Financial Sector Assessment. Washington, DC.: World Bank. 

https://openknowledge.worldbank.org/bitstream/handle/10986/36191/Philippines-Financial-Sector-Assessment.pdf?sequence=1&isAllowed=y
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mobilization of funds through capital markets was largely absent. Sovereign operations in the finance 
sector approved during 2011–2021 accounted for more than 95% of the total portfolio, and they were 
primarily in inclusive finance (88% of the sovereign finance sector portfolio). The small nonsovereign 
program of two projects supported financial inclusion.  

65. The medium-term program for 2018–2022 of PNG did not focus on the finance sector, and 
ADB's CPS for 2016–2020 sought to assist in planning and implementing the conversion of resource 
wealth into inclusive and environmentally sustainable economic growth. However, one of the pillars 
of ADB’s CPS 2021–2025 intended to support diversified, sustained, and inclusive growth by improving 
infrastructure and the environment for the private sector to diversify economic growth. ADB’s active 
finance sector portfolio in PNG is limited. The 2011–2021 portfolio includes one sovereign project on 
microfinance, one nonsovereign project as an ADB equity investment in a bank, and one TA project on 
financial stability and integrity. 

66. In 2011–2021, ADB was largely demand driven in its finance sector operations, and its 
sovereign operations were directed at areas that DMC governments focused on, which were 
typically inclusive finance and infrastructure finance. While addressing the immediate concerns of 
DMC governments, ADB did not deal with a structural issue across the region of the dominance of state-
owned or state-controlled banks. The influence of the state may have slowed the transition to a market-
based system of interest rates; sector allocations; the development of a domestic bond market based on 
transparent pricing; the development of private sector insurance and pension funds; use of guarantees 
and hedging instruments; and the consequent development of a viable, liquid, and attractive corporate 
bond market that can effectively intermediate domestic savings into viable economic areas of financing 
for housing, infrastructure, MSMEs, municipal projects, and financial inclusion for all, including women. 
This is a gap that needs to be bridged. 
 

67. Among the six country case studies, ADB support for climate change mitigation was heavily 
concentrated in the PRC. Climate change financing was highest in the PRC at 68.7% of the total volume 
for the six countries but represented only 7.3% of the total volume for the entire finance sector during 
2011–2021. 48  The approval of ADB’s Climate Change Operational Framework, 2017–2030 in 2017 
resulted in a record high of 24.8% climate change finance share to total finance sector volume that year. 
Since then, climate change finance has been on a downward trend, making up only 13.9% of the total 
share of climate change finance in ADB’s approved operations in the sector during 2017–2021  
(Appendix, Linked Document C).  

 
G. Summary 
 
68. Support to inclusive finance and infrastructure finance and access to capital markets were 
the two main objectives of ADB finance sector operations during 2011–2021.  This was consistent 
with ADB’s overall prioritization resulting from the 2011 FSOP and the midterm review in 2017. In recent 
years, minimal investments have supported the foundation for financial sector development, other than 
through TA projects. Local currency transactions, at 20.7% of the total number of sovereign and NSO 
projects, were implemented to support the two main objectives.  
 
69. Sovereign and nonsovereign finance sector operations heavily supported the infrastructure 
finance objective through financial intermediaries. Most ADB sovereign investments financed 
government institutions responsible for managing infrastructure funds or development financial 
institutions that require institutional support to enable them to improve the quality of their operations. 
ADB took a similar approach to NSOs, either investing in private equity funds or in financial institutions 

 
48 Based on available data for climate change finance, which is by approved amount. 

https://www.adb.org/sites/default/files/linked-documents/LD_C_Finance_Sector_Operations_2011-2021.pdf
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responsible for implementing infrastructure projects. Sovereign programs and nonsovereign investments 
that supported other areas such as green or climate finance and disaster risk finance were limited. 
 
70. TA projects were mostly designed to provide capacity and institutional support to 
regulatory and supervisory agencies and financial institutions, which has always been ADB’s 
support to DMCs. Despite the fast-changing development and challenges faced by the sector, ADB 
provided minimal policy advisory or research development support for piloting new technologies and 
innovations that could help DMCs keep up. 
 
71. An inclusive finance agenda has been ADB’s priority in the finance sector. ADB operations 
usually consider inclusive finance targets in project design. While ADB no longer prioritized support for 
foundation for financial sector development after the midterm review, it significantly increased its 
support to inclusive finance. Among the projects whose main objective was to support inclusive finance, 
support for MSMEs remained the main target. Minimal investment and support were given to other areas 
such as digital finance, micro insurance, and financial literacy and consumer protection. Sovereign 
investment and TA support to digital finance, however, significantly increased in 2020–2021, at the 
height of the COVID-19 pandemic.  
 
72. ADB intervention was limited in climate finance, even though it emerged as an important 
priority for ADB by the middle of 2011–2021. The midterm review clearly stated that DMCs needed 
enormous financial support to enable them to transition to low-carbon development and strengthen 
their resilience to the effects of climate change. The review noted that ADB was committed to climate 
finance and that it would support mitigation efforts by scaling up support for renewable energy, energy 
efficiency, sustainable transport, and smart cities through finance sector operations, which intended to 
focus on green and blue finance. In the PRC, ADB supported green finance consistent with the CPS 
approach and market needs, which could indicate a shift in emphasis for other countries and for future 
ADB operations across the region. 
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73. This chapter presents the performance and results of the finance sector portfolio over the 
evaluation period (2011–2021). The evaluation assessed 126 evaluated or validated projects. Overall 
portfolio performance was assessed by the performance of sovereign operations and nonsovereign 
operations (NSOs) and by the achievement of the five 2011 Financial Sector Operational Plan (FSOP) 
objectives. Results are defined as the contribution of ADB investments to the key outcomes identified in 
the evaluation’s theory of change (Figure 1): (i) strengthened foundation for financial sector 
development; (ii) expanded and sustainable inclusive finance products; (iii) capital markets, contractual 
savings, and insurance developed for financing infrastructure and enhancing financial resilience;  
(iv) strengthened financial stability and integrity; and (v) improved regional monetary and financial 
cooperation. The results assessment is backed by an aggregated analysis of the outcomes achieved as 
recognized in evaluation reports and in the country case assessments for Bangladesh, India, Papua New 
Guinea (PNG), the Philippines, the People’s Republic of China (PRC), and Uzbekistan. 

 
A. Performance of ADB Interventions 
 
74. The overall success rate of ADB’s finance sector operations over the evaluation period was 
60%, lower than the performance of ADB’s total operations (68%).49 Out of the 126 closed and 
validated finance sector projects, 60% were considered to have been successful in achieving their 
objectives. The overall success rate was stable during the evaluation period, from 59% in 2011–2013 to 
58% in 2019–2021. Sovereign operations show an improving trend, while NSOs show a declining trend 
(Figure 9).  
  

 
49 Success rate refers to the number of projects (sovereign and nonsovereign) whose independent evaluations yielded a “highly 

successful” or “successful” rating divided by the total number of projects evaluated over the same period.  

Highlights 

The success rate for finance sector operations (60%) of the Asian Development Bank (ADB) was lower than that 
of its overall operations (68%).  

ADB's engagement in inclusive finance and infrastructure finance and access to capital markets had almost the 
same success rate at or slightly more than 60%. In infrastructure finance and access to capital markets, ADB’s 
interventions in facilitating financing for infrastructure projects performed better (73% success rate) than 
interventions supporting capital market development (55%).  

Sovereign operations for infrastructure finance and access to capital markets had a success rate of about 74%, 
and nonsovereign operations 50%. 

In inclusive finance, sovereign projects performed at par with nonsovereign operations (60%–61% success rate), 
with significant regional variations.  

Results have been stronger in infrastructure finance and inclusive finance, less so in access to capital markets, 
financial stability and integrity, and foundation for financial sector development. 
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Figure 9: Sovereign and Nonsovereign Finance Sector Operations Performance, 2011–2021 

 

 
n = number of PVR/XVR for finance sector only, NSO = nonsovereign, SOV = sovereign, PVR = project or program completion 
report validation report, XVR = extended annual review report validation report. 
Source: Independent Evaluation Department (IED) Success Rate Database; and IED. 2022. Annual Evaluation Review. Manila: 
Asian Development Bank.  

 
75. Overall performance varied by region, with South Asia having the highest success rate 
(70%) and East Asia the lowest (53%). Of the 43 evaluated projects in South Asia, 29 were rated 
successful and 1 was rated highly successful (Figure 10). Ten of the projects were in India and Sri Lanka, 
in the inclusive finance space. Weaker performance of finance sector projects in East Asia was attributed 
mainly to nonsovereign inclusive finance activities in Mongolia and infrastructure finance activities in the 
PRC, where ADB’s additionality was weak and poor project design affected the projects’ contribution to 
private sector development. More detailed discussions are in Appendix, Linked Document D. 

 
Figure 10: Success Ratings, by Subregion 

 
Note: Combined success ratings of evaluated sovereign and nonsovereign projects. Overall regional performance includes 
evaluated nonsovereign projects only. No evaluated projects in the Pacific Islands. 
Source: Asian Development Bank (Independent Evaluation Department).  
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76. By 2011 FSOP objective, ADB’s interventions in infrastructure finance and access to capital 
markets were on par with inclusive finance. Of the 47 infrastructure finance and access to capital 
projects, 60% were rated successful, and of the 79 inclusive finance projects, 61% were rated successful. 
Few or no projects in the other three focus areas not prioritized by ADB were evaluated (Figure 11).  
 

Figure 11: Overall Finance Sector Operations Performance by Financial Sector Operational Plan 
Objective, 2011–2021(%) 

 
Note: “n” refers to total validated or evaluated finance sector projects. Ratings of projects with multiple tagging were 
counted multiple times. 
Source: Asian Development Bank. Independent Evaluation Department’s Success Rate Database. 

 

1. Infrastructure Finance and Access to Capital Markets 

77. Within this objective, sovereign and nonsovereign interventions in infrastructure finance 
performed better (73% success rate) than interventions supporting access to capital markets  
(55%). Of 15 projects supporting infrastructure finance, 14 were loans to or an investment in a financial 
intermediary. A variety of modalities were used to support access to capital markets, including private 
equity funds, direct equity investments, guarantees, and policy-based loans.  

78. Nonsovereign projects supporting infrastructure finance and access to capital markets 
lagged behind sovereign projects mainly because of poorly performing private equity funds (PEFs). 
Of the 28 evaluated nonsovereign projects targeting infrastructure finance and access to capital markets, 
14 were PEFs, 5 loans, 7 direct equity investments, 1 guarantee, and 1 a mix of loans and guarantees.  
Of 28 nonsovereign projects, 14 were either rated highly successful (3) or successful (11) for a 50% 
success rate. Of the 14 less-than-successful or unsuccessful nonsovereign projects, 10 were PEFs that 
aimed to fill the infrastructure financing gap by investing in infrastructure, clean energy, or energy 
efficiency projects. The funds did not perform because of poor screening and appraisal of fund concepts 
and because they were managed by first-time fund managers.50 [Confidential information deleted.] ADB 
considers the 10 less-than-successful or unsuccessful funds “legacy” funds as their PEF strategy has 
moved away from working with first-time fund managers to working with fund managers with favorable 
track records 

79. The success rate of nonsovereign projects that support infrastructure finance and access 
to capital markets improves when the legacy PEFs are separated from the portfolio (71% success 

 
50 A first-time fund manager is a fund manager whose partners are working together for the first time to raise and operate a fund. 
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rate) but still lagged behind sovereign operations (74%). Of the 14 non-PEF nonsovereign projects 
for infrastructure finance and access to capital markets, 2 were rated highly successful and 8 successful 
(71% success rate). [Confidential information deleted.] Three out of the four less-than-successful non-
PEF nonsovereign projects for infrastructure finance and access to capital markets were loans to 
companies that finance the leasing of clean buses in the PRC.51  The projects were rated less than 
successful because of the difficulty in attributing outcomes to ADB, and weak additionality.  

80. The sovereign projects supporting infrastructure finance were mostly successful 
development financial institution loans. Of the nine evaluated sovereign finance sector projects in this 
area, one was rated highly successful while seven were rated successful (89% success rate). Of the 
successful/highly successful projects, 88% were DFI loans, where ADB aimed to bridge the infrastructure 
financing gap by providing long-term loans to government-owned development financial institutions for 
onlending to infrastructure companies. The DFI loans were rated successful as project design was relevant 
and target outputs and outcomes were mostly achieved. The Clean Energy Finance Investment Program, 
Tranche 1 Project in India aimed to (i) facilitate financing of renewable energy projects by providing a 
25-year long-term loan to the India Renewable Energy Development Agency (IREDA) and (ii) improve 
IREDA’s institutional capacity. The project was rated successful as its design was aligned with India, ADB, 
and IREDA’s 10-year plan, and it was on track to achieve most project outcomes, including the financing 
of nine subprojects producing an additional 481 megawatts of renewable energy.52  
 
81. The sovereign projects that supported access to capital markets performed worse (64% 
success rate) than those that supported infrastructure finance (89%), mainly because of quality-
at-entry issues. Of the 11 evaluated sovereign finance sector projects for access to capital markets, 7 
were rated successful (64%); 9 were policy-based loans with a 56% success rate. The Second Investment 
Climate Improvement Program in the Kyrgyz Republic, which was rated successful, is notable for its 
sequencing of subprograms to ensure that each built on the satisfactory performance of the previous 
one. The program’s design and monitoring framework incorporated results-based and activity-oriented 
policy actions instead of process-oriented actions to ensure that the reforms were implemented.53 The 
four less-than-successful projects suffered from quality-at-entry issues such as weak government 
commitment, weak institutional capacity of implementing agencies, or overly ambitious program design 
(Box 4). The Second Generation of Capital Market Reform Program in Pakistan was rated less than 
successful as the envisaged outputs and outcomes were not well achieved because of implementation 
problems. Vital reforms were delayed, highlighting the need for upfront work on assessing executing 

 
51  There was a difference in opinion between PSOD and IED on attributing additionality and outcomes to ADB in these 3 

transactions.  
52  IED. 2021. Validation Report: Clean Energy Finance Investment Program (Tranche 1) in India. Manila: ADB. 
53  IED. 2020. Validation Report: Second Investment Climate Improvement Program (Subprograms 1–3) in Kyrgyz Republic. Manila: 

ADB.  

https://www.adb.org/sites/default/files/evaluation-document/678006/files/pvr-3186.pdf
https://www.adb.org/sites/default/files/evaluation-document/607066/files/pvr-692a.pdf
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agency capacity and building consensus with the government on institutional arrangements needed to 
implement a program.54 

  

 
54 IED. 2014. Validation Report: Second Generation of Capital Market Reform Program in Pakistan. Manila: ADB (Loan 2340). 

Box 4. Quality at Entry 

 
The validations or evaluations of sovereign finance sector projects raised issues on relevance of design in 
59% of the projects validated and/or evaluated during 2011–2021. The validations or evaluations raised issues 
on the quality of the design and monitoring frameworks in 55% of the projects and on the adequacy of risk 
assessment and mitigation measures in 39% (Figure). Poor ratings for relevance contributed to projects having an 
overall rating of less than successful or worse; 97% of successful projects were relevant while 50% of less-than-
successful projects were rated less than relevant. Key design issues included inappropriate overall project design 
in relation to country and/or sector needs, poor articulation of development constraints, inadequate assessment 
of institutional capacity needed to deliver the project, overambitious scope, and inappropriate choice of modality. 
Appendix, Linked Document E describes how relevance of design is assessed for sovereign operations. 

 
Share to Total Validated or Evaluated Sovereign Projects with Work Quality-at-Entry Issues 

 
 DMF = design and monitoring framework. 
 Source: Asian Development Bank (Independent Evaluation Department). 

 
Diagnostics were not widely utilized to underpin program or project design decisions. The value added of 
diagnostics was exemplified in the Philippines’ Encouraging Investment through Capital Market Reforms Program. 
The project validation report noted that the program design benefited from the collaborative diagnostic of the 
government bond market by ADB, the International Monetary Fund, and the United States Treasury Office of 
Technical Assistance, which recommended sequencing market development actions, giving more attention to the 
structure and capacity of the implementing agency, and integrating the reforms with wider financial markets and 
advancements in international standards and practices. However, the case studies noted the lack of similar 
diagnostics to support other operations, which would have strengthened the quality of project design. The World 
Bank program documents for development policy loans include a section or table on relevant analytical work. 
 
There is scope for improving quality at entry of finance sector nonsovereign operations. Quality at entry is 
measured by looking at the work quality ratings for screening, appraisal, and structuring (SAS). Of 82 projects 
validated or evaluated, 46% had ratings of less than satisfactory or unsatisfactory for SAS. The SAS success rate 
and overall project success are strongly correlated: Of 35 projects rated less than successful or unsuccessful, 77% 
had SAS ratings of less than satisfactory or unsatisfactory. Inadequate due diligence and poor project structuring 
were the main factors contributing to the low SAS ratings. Some of the due diligence issues highlighted were 
shortfalls in the assessment of regulatory risks, government public–private partnership programs, the market, and 
selection of fund manager while project-structuring issues include lack of an exit alternative. 

___________________________ 

Source: Asian Development Bank (Independent Evaluation Department). 
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https://www.adb.org/sites/default/files/evaluation-document/111033/files/pvr-303.pdf
https://www.adb.org/sites/default/files/linked-documents/LD_E_Quality_at_Entry_and_Supervision_0.pdf
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2. Inclusive Finance 
 

82. Sovereign projects for inclusive finance performed at par with the overall finance sector at 
60%. Of the 25 evaluated inclusive finance projects, 10 were underperformers, mostly designed as DFI 
loans to support either micro, small, and medium-sized enterprises (MSMEs) or housing finance. The 
poorer performance of the 10 projects was attributed to factors such as weaknesses in project design or 
the design and monitoring framework, or lack of upfront diagnostics or due diligence on the part of the 
partner financial institution. The first two tranches of a small and medium-sized enterprise (SME) 
investment designed as a multitranche financing facility (MFF), implemented through a DFI in 
Kazakhstan, were assessed less than successful.55 Although tranche 1 was responsive to mitigating the 
impact of the banking crisis on SME lending, its outreach lacked depth and breadth and the credit line 
was not enough to deal with the lack of SMEs’ access to finance under the difficult operating 
environment. Tranche 2 faced similar issues as well as design shortcomings in overcoming constraints to 
resolve long-term demand for SME financing. Under housing finance, a $500 million MFF was 
implemented through a DFI to support Uzbekistan’s integrated rural housing development. The MFF was 
poorly designed such that critical issues in the housing sector and implementation arrangements raised 
during its processing were not fully resolved during the program’s diligence and design phase. As a result, 
the MFF did not achieve its intended outputs, and the financial sustainability of the housing scheme was 
questionable because of issues related to subsidies, among others. 56 
 
83. Among the evaluated sovereign projects supporting inclusive finance, support to 
microfinance performed at par with SMEs and leasing (63%–64%).57 Including support to rural 
finance, the projects performed at 63%. Of the eight evaluated microfinance projects, five were successful 
in improving the sector’s reach, mostly through policy, legal, regulatory, and institutional reforms. In Viet 
Nam, a program loan approved to help improve the overall quality and capacity of microfinance 
supported the approval of the Microfinance Development Strategy, as well as the implementation plan 
and setting up of a microfinance working committee and reached the target number of licensed 
microfinance institutions and cooperatives. The reforms were likely to be sustained as they were 
institutionalized, and the institutions strengthened under the program will continue to implement the 
government’s ongoing microfinance strategy.58  
 
84. Among the subregions, Central and West Asia performed the least well in delivering 
inclusive finance. Of the nine evaluated sovereign projects, only 44% were assessed successful, 
compared with the 67% success rate for South Asia and Southeast Asia.59 Half the projects rated less 
than successful had design issues, particularly in surmounting the constraints identified at appraisal, 
while all the projects rated less than successful failed to reach the target beneficiaries. Evaluated 
interventions were four DFI loans, two credit line loans, one project, and one program with a DFI 
component. Of the four DFI loans, three were rated less than successful, as were the project and program 
with a DFI component. 
 
85. Nonsovereign projects in inclusive finance obtained a 61% success rate. They were mostly 
tagged under MSME support (85% of the evaluated nonsovereign inclusive finance projects). Of the 54 
evaluated projects, 33 were rated successful and were mostly loans provided to banks for MSME lending 
and leasing activities. The positive performance of the transactions can be attributed to proper due 
diligence in choosing the right partner financial institution, one with the capability to deliver the intended 
development outcomes. Structuring the intervention via a programmatic approach resulted in greater 

 
55 IED. 2016. Validation Report: Small and Medium Enterprise Investment Program (Tranche 1) in Kazakhstan. Manila: ADB; and 

IED. 2019. Validation Report: Small and Medium Enterprise Investment Program (Tranche 2) in Kazakhstan. Manila: ADB.  
56 IED. 2018. Performance Evaluation Report: Housing for Integrated Rural Development Investment Program (Tranches 1, 2, and 

3 in Uzbekistan. Manila: ADB. 
57 This excluded evaluated projects with digital finance, and financial literacy and consumer protection objectives because the 

former had only one validated project, while the latter had two, each with a success rate of 100%. 
58  IED. 2016. Validation Report: Microfinance Development Program (Subprogram 1 and 2) in Viet Nam. Manila: ADB. 
59  Only one evaluated project in East Asia, which was rated successful. 

https://www.adb.org/sites/default/files/evaluation-document/219391/files/pvr-479.pdf
https://www.adb.org/sites/default/files/evaluation-document/219391/files/pvr-479.pdf
https://www.adb.org/sites/default/files/evaluation-document/359746/files/uzb-hirdip-pper.pdf
https://www.adb.org/sites/default/files/evaluation-document/359746/files/uzb-hirdip-pper.pdf
https://www.adb.org/sites/default/files/evaluation-document/219386/files/pvr-478.pdf
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impact. ADB’s first activity in Armenia to promote the SME sector through four domestic banks helped 
(i) increase the number of SME clients in regions outside the capital city of Yerevan, (ii) introduce new 
products and services, and (iii) improve the participating banks’ environmental and social management 
system (ESMS) and corporate governance. Nonsovereign projects that did not perform well had 
structuring and design issues or poor due diligence measures. The 21 projects that obtained less-than-
successful and unsuccessful ratings included 9 banks, 9 private equity investments, and 3 nonbank 
financial institutions. [Confidential information deleted.] The nine PEFs were part of the legacy fund 
investments approved before 2015, whose fund managers did not have established positive track records 
and yielded low development effectiveness and profitability performance.  
 
86. Among the subregions, South Asia had the strongest performance for nonsovereign 
inclusive finance projects (70% success rate) while East Asia had the weakest (25%). Of the  
20 evaluated projects in South Asia, 14 were rated successful and all composed of MSME and housing 
loans to banks and financial institutions. Nonsovereign inclusive finance projects performed well in Sri 
Lanka as ADB partnered with established financial intermediaries with objectives fully aligned with its 
own and the government’s strategies. Some of the partner financial institutions flexibly adjusted their 
product mix to help their microfinance clients adapt to market changes. East Asia, which had four 
evaluated MSME interventions, obtained a 25% success rate. Three were loans to banks in Mongolia, 
which were rated less than successful because of poor assessment of the client’s baseline reporting 
numbers and ability to monitor lending to MSMEs. At evaluation, the inaccuracies in the original baseline 
numbers showed that one of the three projects had only minimal impact on MSME growth, while the 
other financial institution was not able to monitor lending of the ADB-financed amount to MSME 
borrowers. Mongolia went through a tough economic crisis in 2013–2016, which stifled MSME growth, 
pushing one financial institution to take a cautious approach and cancel a portion of the approved loan 
amount, which limited the project’s development impact.  

 
3. Other 2011 Financial Sector Operational Plan Objectives 

 
87. Performance assessment for the 2011 FSOP objectives of financial stability and integrity, 
foundation for financial sector development, and regional monetary and financial cooperation and 
integration were affected by the limited sample size, even so, some key lessons from the validation 
reports are worth noting. For programs supporting financial stability and integrity to succeed, a deeper 
and broader analysis of the country’s political economy can help better gauge the appropriate reforms 
and suitable time frames for implementation, which are necessary for good program design.60 Similarly, 
for programs supporting the foundation for financial sector development, a comprehensive strategic 
framework resulting from robust diagnostics and analytical work can strengthen program design, 
including appropriate sequencing of reforms and capacity building to support the reforms.61 Evaluated 
interventions in regional monetary and financial cooperation and integration were limited to two TA 
projects to support Association of Southeast Asian Nations (ASEAN)+3 (the People’s Republic of China, 
Japan, and the Republic of Korea). Among the lessons identified were the importance of designing TA to 
adopt a phased approach and to facilitate regular engagement with stakeholders to build consensus on 
key issues and ownership of knowledge products.62 Detailed discussions on these validated projects are 
in Appendix, Linked Document D.  
 

 
60  IED. 2014. Validation Report: Financial Market Regulation and Intermediation Program in the Philippines. Manila: ADB; and IED. 

2021. Validation Report: Banking Sector Rehabilitation and Financial Stability Strengthening Program in Mongolia. Manila: ADB. 
61  IED. 2021. Validation Report: Financial Market Development and Inclusion Program in Indonesia. Manila: ADB; and IED. 2013. 

Validation Report: Rural Finance Sector Development Cluster Program in Nepal. Manila: ADB. 
62 IED. 2021. Validation Report: Technical Assistance for Creating a Regional Settlement Intermediary in ASEAN+3: Cross-Border 

Settlement Infrastructure Forum. Manila: ADB. 

https://www.adb.org/sites/default/files/linked-documents/LD_D_Performance_Finance_Sector_Operations_2011-2021_0.pdf
https://www.adb.org/sites/default/files/PVR-340.pdf
https://www.adb.org/sites/default/files/evaluation-document/688291/files/pvr-3533.pdf
https://www.adb.org/sites/default/files/evaluation-document/708371/files/pvr-3274.pdf
https://www.adb.org/sites/default/files/evaluation-document/36139/files/pvr-247.pdf
https://www.adb.org/sites/default/files/evaluation-document/668451/files/tcrv-9197.pdf
https://www.adb.org/sites/default/files/evaluation-document/668451/files/tcrv-9197.pdf
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B. Results of ADB Interventions 
 
88. Results were modestly effective in the focus areas of infrastructure finance and inclusive 
finance and less so in access to capital markets, foundation for financial sector development, 
financial stability and integrity, and regional financial cooperation and integration. Across Asia, 
institutions for supporting infrastructure investments, often in the public sector, and financial inclusion 
benefited from ADB's interventions. In infrastructure financing, ADB was an important source of long-
term financing that was often not available in many countries because of their less-developed capital 
markets.  

 
1. Capital Markets, Contractual Savings, and Insurance Developed for Financing 

Infrastructure and Enhancing Financial Resilience 
 

a. Financing Infrastructure  
 
89. The provision of longer-tenor loans not available in the domestic market was ADB’s most 
common key role in financing infrastructure projects, as evident from the case studies of India, 
the PRC, and Bangladesh. The still-active Accelerating Infrastructure Investment Facility in India and the 
two previous tranches of MFF loans were geared to finance infrastructure with the help of the private 
sector. The three-tranche program intended to support private sector investment in infrastructure public–
private partnerships (PPPs). With the limits on the government’s fiscal space, the prudential limits on 
external commercial borrowing, and weak bank balance sheets, the program was the government’s 
attempt to identify new means to expand infrastructure financing by leveraging private sector resources.  

90.  [Confidential information deleted].  

91. In Bangladesh, ADB had a similar engagement with Infrastructure Development Company 
Limited (IDCOL), providing sources of long-term financing to support much-needed infrastructure 
projects to tackle infrastructure deficiencies. IDCOL, however, does not yet have sustainable access 
to the bond market. With ADB's support, IDCOL's lending for infrastructure expanded nearly three-fold, 
with acceptable credit parameters and output targets envisioned at appraisal mostly achieved and private 
sector participation increased in infrastructure development. IDCOL then acquired the mandate to 
promote and finance PPP projects. IDCOL could catalyze international long-term foreign currency funding 
and had the technical capability to structure and execute infrastructure and project financing with 
maturities of up to 8 years. Following ADB TA, IDCOL has started to raise its own funds by attracting 
commercial partners, although it does not yet have access to the bond market, which limits the sources 
of long-term financing.  

92. ADB's interventions in green finance were limited but results were evident in the PRC.  
[Confidential information deleted]. 

93. Local currency financing is preferred to mitigate foreign exchange risks of the ultimate 
borrower, especially in long-term infrastructure finance. ADB’s Treasury Department has increased its 
issuance of local currency bonds since 2016, especially in the offshore currency-linked bond markets. 
With regard to use of risk mitigation products, ADB explored some options in India using partial credit 
guarantees. While the concept was demonstrated and ADB provided useful services in structuring the 
legal documentation, issues with the clients’ continued appetite for ADB’s guarantee product and the 
government guidelines on the pricing did not enable ADB to move forward with this interesting idea.  

 
b. Developing Capital Markets, Contractual Savings, and Insurance 

 
94. While ADB assisted in the financing of infrastructure projects through financial 
intermediaries, with satisfactory outcomes, its support for the building blocks of domestic capital 
markets did not progress across the region, contrary to what had been envisaged in 2011. The 
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progress in tapping domestic savings to provide longer-term sources of finance was less than anticipated. 
The reason was partly the dominant role of banks, mostly public sector banks, impeding the development 
of the insurance sector and the contractual savings sector, which could have channeled domestic savings 
into longer-term sources of financing. The development of the corporate bond markets was limited. It 
required the patient development of institutions that would offer a range of options to savers and the 
support of a market-based system for the issuance of government debt securities to help develop a yield 
curve for longer-dated securities. Neither materialized in two of the largest DMCs—the PRC and India.  
 

95. In India, capital market development was part of ADB's CPS for 2011–2021, yet the focus 
on infrastructure and inclusive finance was more prominent. The finance sector was dominated by 
banks, mainly state-owned banks, pointing to a need to expand capacity in nonbanking sectors and 
capital markets. India had an active stock market, but its bond and derivatives markets were not well-
developed. ADB initially had expectations about developing the bond market to finance infrastructure 
but, considering the major development imperatives of investments in the sector, ADB shifted its focus 
to financing infrastructure through financial intermediaries set up by the government. The expected 
development impact of sufficiently developing intermediating institutions that could tap domestic and 
foreign investors for long-term funds has not yet materialized.  
 
96. ADB engaged in long-term capital market development activities in selected countries in 
Southeast Asia and South Asia with varying results. During 2011–2020, ADB supported capital market 
development in the Philippines with programmatic policy-based loans and technical assistance (TA).  
The financial system was dominated by banks, which accounted for about 75% of finance sector assets. 
Over the decade, some progress was made in developing the money and government securities markets, 
and corporate bond issues more than doubled from 4% to almost 9% of gross domestic product during 
2011–2020, but the growth of the corporate debt and equities markets was still constrained by structural 
issues. These included the dominance of conglomerate and family-owned groups and the large banking 
sector that crowded out other forms of financial intermediation. More needs to be done to develop the 
capital and the bond markets, including supporting institutions in insurance and pension funds to 
mobilize domestic resources for funding infrastructure and diversifying the source of financing from 
banks. In Bangladesh, ADB supported capital market development through three policy-based loans. The 
Third Capital Market Development Program for Bangladesh strengthened the role of capital markets in 
financial intermediation and resource mobilization by improving the allocative efficiency between savings 
and investment. The progress of the project was slow. It focused on legal reforms and institutional 
reforms that needed continued political will to progress, and the challenge for ADB was how to sustain 
the pace of reforms after the 2010 crisis had passed. Institutional reforms needed coordination across 
several different ministries and so took time. 
 

2. Expanded and Sustainable Inclusive Finance Products More Widely Available 
 
97. ADB was moderately successful in improving access to finance for SMEs and underserved 
communities. The sovereign interventions were successful in achieving the outputs in rural development, 
gender mainstreaming, and financing of MSMEs. Most projects had gender-based targets such as 
increased loans and leases to women-owned businesses, women’s representation in management, or 
increased share of women home buyers. In some cases, ADB’s local currency funding provided financial 
additionality with strong impact, improving access to finance for SMEs. TA programs supported 
entrepreneurial capacity in rural MSMEs. The program in the Philippines addressed the country’s financial 
inclusion performance, which was lower than that of its peers in Southeast Asia, and was well aligned 
with the government’s national strategy for financial inclusion. In India, ADB’s sovereign operations for 
this priority, including ADB sovereign projects that supported MSMEs, were deficiently designed as the 
loans to two government agencies lacked monitorable and meaningful indicators that were not 
specifically linked to ADB interventions. The appropriateness of some of the loan tranche disbursement 
conditions was not adequately assessed at appraisal, so ADB had qualified success in intermediating 
sovereign loans to serve borrowers in the inclusive finance sector. ADB's sovereign support for the MSME 
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program was judged to be less than efficient. There were delays in implementation across projects. Under 
India’s MSME Development Project, only a little more than two-thirds of the financial intermediation loan 
for MSMEs was disbursed, as the direct lending component was not fully utilized. 
 
98. In some other countries, ADB’s sovereign interventions to foster financial literacy had 
limited scope and reach. In some cases, ADB could improve its support for inclusive finance by extending 
financial products through risk participation programs in areas such as microfinance loans. In some 
countries, issues arose such as pressure from authorities to cap onlending interest rates, which conflicted 
with ADB’s financial intermediary policy.  
 
99. Overall, however, while the client governments had strategies for financial inclusion in 
place, the ADB program loans helped identify the areas of focus and enabled deepening of specific 
reforms. The ADB interventions provided a road map to guide appropriate sequencing of reforms and 
activities, to lay the foundation for the next phase and generation of reforms. These foundational 
elements included the establishment of a national identification system for financial inclusion. ADB might 
consider support for financial literacy programs through digital means to make a significant impact on 
inclusive finance. Improving the information technology backbone is essential for supporting digitization 
efforts, especially in rural areas—an area that ADB could focus on the future. 
 
100. ADB's NSOs were mainly in financial inclusion and included engagements with several 
private sector financial institutions, supporting effective interventions in affordable housing, 
microfinance, and gender mainstreaming through credit for business or homeownership.  
The achieved outcome and outputs of ADB support to India’s finance sector are likely to be sustainable. 
The inclusive financing objective, including gender financing, was met, but ADB focused more on direct 
financing via loans and direct equity investments. In India, ADB was slower in digital finance and may 
need to bridge the skills gap in this area to better serve its clients. 
 

101. In the PRC, about two-fifths of ADB's finance sector projects and investments were for 
financial inclusion. Two of the evaluated nonsovereign projects achieved targets in providing financing 
in less developed regions through leasing companies, but one nonsovereign intervention—an equity 
investment to support SME growth—could not achieve its targets because of the company’s malfeasance. 
Other nonsovereign interventions included targets for supporting rural farmers, leasing health care in 
less developed areas, and supporting microenterprises and SMEs. Almost all these interventions included 
gender-mainstreaming targets such as improving the work environment, developing gender policy, 
supporting women entrepreneurs, and providing training and financial literacy programs. In general, the 
NSO projects in the PRC resulted in increased access to microloans, leasing, and SME finance. However, 
the results of TA interventions were mixed as the outputs were limited to delivering knowledge products 
on international best practices on inclusive finance. ADB support for NSO investments was supposed to 
provide longer-tenor financing and improve the clients’ environmental and social standards. 
 

102.  [Confidential information deleted.] Another NSO project supported SMEs with the use of a 
partial risk guarantee facility to reduce credit risk faced by financial institutions in SME lending. The 
facility, which was not covered by a government counter guarantee, was expected to encourage selected 
participating financial institutions to increase their SME portfolios on an agreed risk-sharing basis with 
the participating financial institution. The third NSO project, for financial inclusion, supported women’s 
empowerment through financial inclusion in conflict-impacted and underserved areas. 

 

3. Strengthened Foundation for Financial Sector Development 
 

103. Results were modest under strengthened foundation for financial sector development. 
ADB’s interventions in this focus area during the evaluation period were limited, with no new projects 
targeting it post 2017. ADB anticipated phasing out of this focus area under 2011 FSOP “as a growing 
majority of DMCs build a significant capacity over time,” which it formalized during the midterm review 
of the FSOP in 2017. The 2011 FSOP noted that ADB had limited experience in central bank capacity 
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building. None of the six case study countries had major interventions in this area. TA projects supported 
strengthened foundation for financial sector development in the six country case studies but the results 
of the projects have yet to be validated. Two out of three validated policy-based loans supporting 
foundation for financial sector development were rated successful. The Rural Finance Sector Development 
Cluster Program in Nepal helped improve the soundness, efficiency, and outreach of the rural finance 
system through policy, legal, and institutional reforms, while the Financial Market Development and 
Inclusion Program in Indonesia helped institutionalize Ortoritas Jasa Keuangan (Financial Services 
Authority) as an integrated and independent financial services regulator. 
 

4. Strengthened Financial Stability and Integrity 
 

104. Over the decade, ADB did limited work on financial stability and integrity, partly driven by 
demand. The 2011 FSOP anticipated more diversification in the region's finance sector, the introduction 
of new instruments, and greater integration regionally and globally, which would have required steps to 
ensure the soundness and stability of the finance sector of DMCs. In response to the global financial crisis 
of 2007–2008, the prudential rules for financial institutions were revisited, including those for 
systemically important institutions. But as the crisis receded in the region, the need for macro-prudential 
regulation and supervision became less important and there was little demand for ADB's support to build 
regulatory framework and supervisory capacity, develop approaches to stabilize systemically important 
financial institutions, and create a state contingency plan to manage a crisis among financial authorities. 

 

5. Enhanced Regional Monetary and Financial Cooperation to Promote Cross-Border 
Capital Flows 

 

105. Little progress was made in this area over the decade covered by the evaluation. DMCs have 
widely different savings levels. The 2011 FSOP anticipated that gains could be realized by integrating the 
domestic finance sectors and markets across the region to help recycle surplus savings of a group of net-
saving DMCs to a group of net-borrower DMCs. The process of regional integration could help small 
DMCs and their financial institutions tap into the savings of larger economies. However, the liberalization 
of capital accounts and foreign direct investment in the finance sector were politically sensitive areas, 
and the adoption of common standards for financial transactions would require a level of trust and 
economic cooperation that had not yet been achieved in the region. Consequently, except for a limited 
amount of TA work, especially among ASEAN countries, the initiative did not progress, especially in the 
second half of the decade.  

C. Summary 
 
106. ADB’s total finance sector operations during the evaluation period were moderately 
successful, with a 60% success rate, slightly lower than that of ADB's overall operations (68%). 
ADB’s support for inclusive finance and infrastructure finance and access to capital markets, the 2011 
FSOP objectives prioritized by ADB, had roughly the same success rate (60%).  

107. Within the objective of infrastructure finance and access to capital markets, ADB focused 
more on facilitating financing for infrastructure projects through financial intermediaries, which 
performed better (73% success rate) than interventions supporting capital market development 
(55%). While interventions through financial intermediaries were relevant and moderately effective in 
providing the longer-term financing needed for infrastructure projects in the short term, they were not 
necessarily sustainable as they could crowd out third-party financing in the long run. There is a need to 
have a more balanced approach and improve support for capital market development, which can help 
provide alternative sources of financing for infrastructure as well as green finance.  

108. In inclusive finance, sovereign projects performed at par with NSOs (about 60%–61% 
success rate) with significant regional variations. Results were stronger in improving access to finance 
for MSMEs and women-owned businesses. Some opportunities were missed in supporting digital finance.  
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109. This chapter examines the organizational readiness of the Asian Development Bank (ADB) to 
support the finance sector. The chapter reviews the extent to which existing ADB staff, protocols, and 
reporting structures are geared to performing efficiently and effectively in an environment of rapid 
technological change and changing government and client expectations. The chapter examines the 
adequacy of ADB’s sector structure to deliver finance projects through sovereign and nonsovereign 
operations (NSOs). The assessment drew from extensive consultations and interviews with ADB staff, 
interviews with stakeholders, a staff survey, and review of internal documents validated or evaluated by 
IED. The chapter is divided as follow: (i) organizational structure of ADB finance sector operations,  
(ii) skills and staffing, (iii) internal collaboration, (v) knowledge, (vi) Finance Sector Group (FSG) activities, 
and (vii) summary. 
 

A. Organizational Structure of ADB Finance Sector Operations 
 
110. Regional departments and the Private Sector Operations Department (PSOD) are the main 
players in delivering finance sector products. In the regional departments, the division leading the 
delivery of finance sector sovereign operations covers other sectors and themes as well, e.g., the Public 
Management, Financial Sector, and Trade Division in the South Asia Department. Regional departments 
currently have a total of 21 financial sector specialists and 5 financial sector officers.63  Resident missions 
have increased roles and responsibilities in identifying, preparing, and monitoring sovereign operations. 
PSOD’s Financial Institutions Division (PSFI) delivers most of the nonsovereign finance sector operations, 
although other divisions have been taking the lead in introducing new financial products such as green 
bonds by the infrastructure finance divisions (PSIF1 and PSIF2) and blue loans by the Agribusiness 

 
63 There are 5 vacant positions (3 financial sector specialists and 2 financial sector officers) that are yet to be filled. 

Highlights 

The current organizational structure has resulted in fragmentation with no clear accountability for the direction 
and results of Asian Development Bank–wide finance sector activities. The limited number of core finance sector 
staff is thinly spread among operations and non-operations units, making integration of global expertise and 
country knowledge a challenge. There is a mismatch between the sector’s broad agenda and its capacity to deliver 
efficiently and effectively. 
 
Changes in the finance sector landscape and the proposed directional guide of the Finance Sector Group (FSG) 
warrant a review of available skills to deliver future programs. The proposed directional guide identified emerging 
areas such as climate finance and the rise of digital financial services. In addition, there is a need to increase and 
upgrade skills in the resident missions since more responsibilities in operations, knowledge management, and 
dialogue with counterparts were given to them. 
 
Integrating nonsovereign operations into the country partnership strategy (CPS) would provide a more structured 
way of strengthening collaboration by identifying their role and contribution to integrated solutions and CPS 
outcomes. Increased participation of Private Sector Operations Department (PSOD) staff in upstream diagnostics 
and in the design of certain sovereign programs would enhance collaboration and selectivity of nonsovereign 
projects. Increased PSOD Financial Institutions Division (PSFI) staffing in the resident missions could improve 
collaboration. 
 
The knowledge content in sovereign and nonsovereign operations has not been systematically developed into 
knowledge products for program and project managers and client countries. While the Knowledge Management 
Action Plan emphasizes increased relevance and identifies “better informed polices, programs, project, and 
operations” as a long-term result, the Finance Sector does not have a coherent plan to achieve it.  
 
The FSG has limited capacity to provide the operational support demanded by operations departments. The FSG’s 
role in human resource and talent management has been minimal in the context of emerging priorities in the 
sector. While the FSG has been active in disseminating knowledge products generated by various ADB units, there 
is scope for capturing and applying knowledge from operations.  
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Investment Team. PSFI has 20 finance sector investment specialists (including one young professional). 64  
For sovereign operations, the CPS and the country operational business plan are the main instruments 
for dialogue with developing member countries (DMCs) and operational planning. For NSOs, the 
Operational Plan for Private Sector Operations 2019–2024 provides guidance on how to achieve the goals 
of Strategy 2030.65 
 
111. The FSG guides and supports the operations departments and coordinates with non-
operations departments on finance sector activities. In 2014, the Sustainable Development and 
Climate Change Department (SDCC) reformed the communities of practice system by establishing seven 
sector (including finance) and eight thematic groups. The main responsibilities of the sector and thematic 
groups are (i) strategic operational support, including participation as members of sovereign project 
teams, coordination of the peer review process of sovereign operations, and development of sector 
operational plans and directional papers; (ii) knowledge management and sharing, including timely 
capture and application of knowledge for high-quality client support; and (iii) human resource and talent 
management by identifying and recruiting talent in support of the operations departments and the 
Budget, People, and Management Systems Department. In 2016, SDCC created the Sector Advisory 
Service Cluster, composed of the seven sector groups (including finance) to improve synergy and cross-
sector collaboration in delivering the integrated solutions envisioned under Strategy 2030.66 The FSG is 
composed of (i) a committee of representatives 67  from regional departments, PSOD, the Economic 
Research and Regional Cooperation Department (ERCD), and the Treasury Department; and  
(ii) a secretariat with six specialists (including the chief, FSG), one finance sector officer and three support 
staff. In this context, the FSG took the lead in preparing the 2011 Finance Sector Operating Plan (FSOP) 
and 2017 FSOP midterm review. In June 2022, the FSG presented to the Board the proposed finance 
sector directional guide, which identified the challenges, opportunities, vision, and approach, including 
areas of operational focus (Figure 12), theory of change, and results framework.  

Figure 12: Vision and Approach of the Finance Sector Directional Guide  

 
ADB = Asian Development Bank; MSMEs = micro, small, and medium-sized enterprises; SDG = Sustainable Development Goal. 
Source: ADB Finance Sector Directional Guide Presentation to the Board, 14 June 2022. 
 

 
64 The head count is based on international and national staff with finance sector specialist or officer titles in the regional 

departments and PSOD. 
65 ADB. 2019. ADB’s Operational Plan for Private Sector, 2019–2024. Manila 
66 The sector and thematic groups were realigned in 2018, focusing on the Thematic Advisory Service Cluster. 
67 The committee is cochaired by the directors of PSFI and the Public Management, Financial Sector, and Trade Division, Central 

and West Asia Department. Members are the directors of the Public Management, Financial Sector, and Regional Cooperation 
Division, East Asia Department; the Pacific Liaison and Coordination Office, Pacific Department; the Public Management, Financial 
Sector, and Trade Division, South Asia Department; and the Public Management, Financial Sector, and Trade Division, Southeast 
Asia Department; as well as the advisor, ERCD, and the assistant treasurer, Treasury Department. 

https://www.adb.org/sites/default/files/institutional-document/558661/op-private-sector-operations-2019-2024.pdf
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112. ERCD supports the finance sector operations departments with regional cooperation 
initiatives delivered mainly through TA products. ERCD’s main support to the finance sector consists 
of (i) administering the Association of Southeast Asian Nations (ASEAN)+3 (the People’s Republic of 
China, Japan, and the Republic of Korea) Asian Bond Market Initiative, (ii) producing the annual SME 
Monitor and Asia Bond Monitor publication, (iii) managing the Asia Bonds Online web portal, and  
(iv) managing TA products on financial integration. ERCD undertakes research on key issues relevant to 
finance sector development.  
 
113. The current organizational structure is fragmented, with no clear accountability for the 
direction and results of bank-wide finance sector activities. The limited number of core finance sector 
staff is thinly spread among operations and non-operations units making integration of global expertise 
and country knowledge a challenge (section B). The broad agenda of the sector and its capacity to deliver 
the operating plan efficiently and effectively are mismatched in areas such as improving the financing of 
infrastructure through the development of capital markets and contractual savings institutions The sector 
has been slow to respond to emerging priorities such as climate change and digitalization. There continue 
to be challenges in improving coordination and collaboration between sovereign and nonsovereign 
operations, and in integrating knowledge and operations. The FSG has limited capacity to provide the 
support demanded by the operations departments (section E). There is no clear accountability for the 
delivery of the sector operating plan and development of a skills strategic plan.  
 

B. Skills and Staffing 
 
114. A staff survey of finance sector directors indicated skills gaps in several areas  
(e.g., infrastructure finance and capital market development) in the course of delivering the 
operational programs during the evaluation period.68 Staff resources at the resident missions were 
viewed as inadequate to ensure quality of supervision. Lack of allocated positions and inability to attract 
qualified staff to ADB were cited as major constraints. Inadequate budgetary allocations for hiring short-
term consultants were mentioned. Technical assistance (TA) projects and non-operations departments 
were the main sources of skills to complement the in-house expertise of the regional departments, but 
the quality of TA was inconsistent and non-operations departments did not have the bandwidth to meet 
the demands of the operations departments.  
  
115. PSOD identified skills gaps in two finance areas: insurance and contractual savings, and 
digital finance. The gaps were attributed to lack of resources and lack of available staff with the requisite 
experience. Skills gaps were wide in main subsectors that PSOD had been supporting during the 
evaluation period, including in inclusive finance. The growth in PSOD’s PSFI staff during the past 5 years 
was mainly the result of increasing nonsovereign finance sector presence in the resident missions, and 
ADB headquarter staffing levels have remained constant since 2016 (Figure 13).  
  

 
68  The survey was conducted by IED in May–June 2022. A total of 292 staff responded, including 16 directors (13 in the finance 

sector) and 89 team leads. The survey was administered to staff in all departments. Staff working in the finance sector specifically 
could not be identified and targeted. Almost 70% of respondents belong to “other” divisions outside the identified ADB divisions 
with finance sector specialists, so the analysis of the survey focused on responses from directors and team leads. The survey 
tackled the following: (i) skills gaps and staffing (targeting sector directors), (ii) the peer review process to ensure quality at entry, 
(iii) ADB diagnostic and knowledge work, and (iv) the FSG’s coordination and collaboration with operations departments and 
thematic groups. The skills gaps and staff resources questions were administered only to directors as they were in the best 
position to identify skills gaps and staffing needs. 



50 ADB’s Finance Sector Operations, 2011–2021 

 

 

Figure 13: Private Sector Operations Department’s Financial Institution Division,  
Actual Staff Levels, 2014–2021 

 
HQ = headquarters, PSFI = Private Sector Financial Institutions Division, RM = resident mission. 
Source: Asian Development Bank (Budget, People, and Management Systems Department). 

 
116. Changes in the finance sector landscape and the FSG’s new directional guide warrant the 
development of a skills strategic plan to respond to new priorities. ADB’s Climate Change 
Operational Framework 2017–2030 recommended greening the finance sector, including the 
development of new financial instruments and building financial system capacity to scale up climate 
finance.69 The multidimensional nature of digital finance will need skills in areas such as regulation, 
consumer protection, and risk mitigation. Initiatives led by non-finance sectors will likely include finance 
sector components, with demand for skills in nontraditional areas such as agriculture value-chain finance 
and disaster risk financing. The strategic plan can build on existing staff with skillsets across policy, 
regulatory, and private sector experience in the disaster risk financing area. The strategic plan must 
address the availability of skills in resident missions and the lack of cross-support mechanisms across 
regions. A 2015 skills audit found that resource sharing among regional departments could have a major 
impact in closing or reducing the skills gaps in the finance sector. 
 

C. Sovereign and Nonsovereign Collaboration 
 
117. Strategy 2030 viewed synergies between sovereign and nonsovereign operations towards 
integrated solutions as a pathway towards increased development effectiveness. Regional 
departments and PSOD have collaborative framework agreements, which guide staff. An ADB-wide 
Guidance Note on Achieving the One ADB Collaboration Target is included in the corporate results 
framework and operational performance metrics. However, the One ADB evaluation concluded that the 
degree of collaboration between regional departments and PSOD falls short of the fully institutionalized 
collaboration needed to deliver integration solutions. The evaluation also found implementation to be 
dependent on several foundational inputs such as corporate culture and management style, which can 
create bottlenecks to collaboration. As important, there are no clear and measurable outcomes to assess 
the effectiveness of collaboration. 
 
118. The case studies and portfolio review for this evaluation show a mixed picture on the 
complementarity or links between sovereign and nonsovereign operations. The People’s Republic 
of China (PRC) and Philippines case studies show strong linkages. The nonsovereign finance sector 
operations in the PRC supported financial institutions towards lending in the thematic areas of sovereign 
operations, such as green transport and municipal wastewater treatment. Two nonsovereign operations 
in the Philippines had innovative features that supported the achievement of outcomes envisioned in the 
series of capital market development programs. However, in Bangladesh, notwithstanding a large 
number of sovereign operations covering infrastructure finance, capital markets, and small and medium-
sized enterprise (SME) development, only two nonsovereign operations had weak links to sovereign 

 
69 ADB. 2017. Climate Change Operational Framework 2017–2030: Enhanced Actions for Low Greenhouse Gas Emissions and 

Climate-Resilient Development. Manila. 
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operations. In Uzbekistan, of 11 sovereign operations 5 were in housing finance, 4 in SME finance, and 
1 in financial inclusion, but only 1 nonsovereign operation was approved in 2012. The India case study 
found weak links between sovereign and nonsovereign operations; the sovereign operations focused on 
developing infrastructure and clean energy finance but nonsovereign operations were mainly in 
generalist private equity funds, SME finance, and financial inclusion.  In Sri Lanka, objectives overlapped 
between a sovereign credit line to the Ministry of Finance for onlending to commercial banks or nonbank 
financial institutions supporting MSMEs on a subsidized basis and nonsovereign loans to a commercial 
bank and a nonbank financial institution for onlending to MSMEs.  
 
119. Integrating nonsovereign operations into CPSs would provide a more structured way of 
strengthening collaboration. The 2021 CPS and results framework review recommended that PSOD, 
the Office of Public–Private Partnership Department, and regional department staff work closely in the 
diagnostic phase of CPS preparation to identify bottlenecks to private sector–led growth and appropriate 
integrated solutions. The review included templates that require a discussion of the role of nonsovereign 
operations in achieving the CPS strategic objectives and the priorities of nonsovereign operations in the 
country.70  The recommendations are consistent with the findings of the review of ADB’s resident mission 
operations and with the emphasis of Strategy 2030 on integrated solutions. However, among the case-
study countries, only the CPSs for the PRC and Bangladesh, both approved in 2021, included 
nonsovereign operations in the results framework as contributing to CPS outcomes. 
  
120. Participation of PSOD staff in selected sovereign operations would boost collaboration and 
improve identification of potential nonsovereign projects. Sovereign programs for capital market 
development, financial inclusion, infrastructure finance, and SME development could benefit from 
accumulated PSOD knowledge of the private sector in countries, including insights on the critical 
constraints to increased private investments. At the same time, PSOD participation would help in 
upstream nonsovereign project development by identifying areas where nonsovereign operations could 
support private sector response to sovereign operations. A review of sovereign and nonsovereign projects 
approved during 2019–2021 found that only 22% of the projects (29% nonsovereign and 14% sovereign) 
included participation of regional departments and PSOD in the project teams. Peer review is another 
avenue of collaboration; about 10% of active finance sector sovereign projects had PSOD staff as peer 
reviewers. The lack of diagnostics to underpin selected sovereign operations is a missed opportunity for 
PSOD–regional department collaboration. The increased use of diagnostics as inputs to the design of 
programs and policy-based loans would provide additional opportunities for collaboration between 
PSOD and regional departments. 
 
121. PSOD’s ex-ante development impact framework may provide an additional instrument for 
collaboration between regional departments and PSOD. The ex-ante framework requires the project 
team to identify the development challenge or gap, articulate how the proposed nonsovereign operation 
would contribute to closing the gap, and provide a theory of change. Regional departments’ inputs and 
comments on the section on project contribution to development impact are planned as part of 
implementing the ex-ante framework, with the PSOD project team encouraged to engage with the 
appropriate regional department as early as possible. The framework has a section on risk to development 
results, where sector risk includes an assessment of the quality of regulation and institutions that would 
benefit from regional departments’ input. Inclusion of relevant regional departments’ staff and 
management in the concept reviews of nonsovereign projects would provide an additional structure for 
collaboration. 
 

122. The increase in PSOD staffing in resident missions would help improve collaboration.  
The increase in total PSFI staff over the past 5 years has been in the resident missions, which are viewed 
to play a key role delivering integrated approaches. The increased presence in the field is consistent with 

 
70  The traditional argument from PSOD is that its operations are opportunistic and market driven, hence, the CPS is not a relevant 

document. The value added of the CPS, as well as of upstream diagnostic work, is to provide PSOD with a strategic direction for 
its business development activities and a selectivity filter for screening project proposals based on ADB priorities in a country. 
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one of five agenda items for strengthening resident mission operations in the 2020 review of ADB’s 
resident mission operations to improve responsiveness by being closer to clients. Based on an interview 
with PSFI staff assigned to the PRC, there were more opportunities for interaction with regional 
departments’ staff as a result of being in the field office. [Confidential information deleted.]  

 
D. Knowledge 
 
123. The One ADB Evaluation found that ADB did not have a strong structure to identify, 
package, and deliver knowledge. Knowledge creation hubs (SDCC and ERCD) and operations 
departments, which utilize knowledge to design programs and projects and interact with clients, were 
poorly integrated. The evaluation noted that PSOD did not have the incentives, staffing, and products to 
develop and collaborate on knowledge solutions. Nonetheless, ADB has a strategic framework 
encouraging knowledge solutions. The Knowledge Management Action Plan (KMAP) 2021–2025 
emphasizes collaboration, relevance, and quality of knowledge and strengthening of capacity of country 
teams to manage knowledge. The theory of change underlying the KMAP identifies as a long-term result 
“better informed policies, programs, projects, and operations in DMCs.”71 
 
124. The case studies for this evaluation found substantial knowledge content in sovereign and 
nonsovereign operations, but such content has not been systematically developed into knowledge 
products that would benefit task managers and client countries. The case studies found the project 
completion reports (PCRs) for sovereign operations and extended annual review reports (XARRs) for 
nonsovereign operations as well as their validations by the Independent Evaluation Department to 
provide useful lessons and recommendations based on the assessment of project performance. The PRC 
CPS 2021–2025 recognized the knowledge in operations work, and the country knowledge agenda 
included “harvesting knowledge throughout the project cycle and produce and share knowledge 
products as public goods to help replicate successful operational practices in other DMCs.” The KMAP 
outcome of “better informed policies and operations” and the “harvesting of knowledge” from 
operations are interdependent. Some of the case studies identified embedded knowledge and experience 
of staff as factors contributing to the success of programs and projects, ensuring that incorporating 
knowledge into XARRs and PCRs will be a priority. 
 
125. Finance sector–related knowledge products come from various ADB units. In addition to 
knowledge products on integration of bond markets, the ERCD produces the Asia Small and Medium-

Sized Enterprise Monitor, which includes access to finance topics.72 ERCD conducts research on emerging 
developments and issues in the finance sector, and recently produced papers on social bonds and 
published Detailed Guidance for Issuing Green Bonds.73 The Asian Development Bank Institute (ADBI) has 
been producing several finance sector–related knowledge products covering topics such as financial 
inclusion and private investment in infrastructure. ADBI provides capacity building focusing on seven 
priority thematic areas including financial inclusion. SDCC has issued guidance notes such as Fintech 

Policy Tool Kit for Regulators and Policy Makers in Asia and the Pacific, which would be helpful in country 
discussions on financial inclusion.74 A key activity of the FSG is to provide inputs to work programs of 
ADB units to ensure the relevance of knowledge products to the finance sector agenda.75 

 
 

71 ADB. 2021. Knowledge Management Action Plan 2021-2025: Knowledge for a Prosperous, Inclusive, Resilient, and Sustainable 
Asia and Pacific. Manila. 

72 ADB.  Small and Medium-Sized Enterprise Monitor (accessed 21 October 2022).  
73 ADB. 2021. Detailed Guidance for Issuing Green Bonds in Developing Countries. Manila 
74 ADB. 2022. Fintech Policy Tool Kit for Regulators and Policy Makers in Asia and the Pacific. Manila. 
75 Knowledge products produced by FSG with other operating departments and sector thematic groups include: (i) Financing SMEs 

in Asia and the Pacific: Credit Guarantee Schemes. ADB. 2022; (ii) Policies to Optimize the Performance of Credit Guarantee 

 

Box 5. [Confidential information deleted.]  

https://www.adb.org/sites/default/files/institutional-document/687581/knowledge-management-action-plan-2021-2025.pdf
https://www.adb.org/sites/default/files/institutional-document/687581/knowledge-management-action-plan-2021-2025.pdf
https://www.adb.org/publications/series/asia-small-medium-sized-enterprise-monitor
https://www.adb.org/sites/default/files/publication/761056/guidance-issuing-green-bonds.pdf
https://www.adb.org/sites/default/files/publication/780806/fintech-policy-tool-kit-regulators-policy-makers.pdf
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126. The KMAP emphasizes strengthening country knowledge programming to manage the 
knowledge agenda. The recent CPSs include a country knowledge action plan, with resident missions 
as the primary channels for engagement. The country knowledge plan aims to improve prioritization, 
selectivity, and relevance of knowledge products and services. To strengthen links with the lending 
portfolio, some CPSs and country operations business plans list the knowledge products and services, 
where appropriate, for each outcome. Doing so provides a clearer line of sight between CPS outcomes 
and knowledge initiatives and better identifies synergies between lending operations and knowledge 
activities. The CPSs of the case-study countries include finance sector–related products and services in 
the knowledge agenda, which would improve program and project delivery, strengthen capacities and 
skills and increase awareness by providing evidence-based information. Systematic and coordinated 
inputs from regional departments, PSOD, and FSG to the CPS knowledge action plan must be ensured. 
 
E. Finance Sector Group Activities 
 
127. The FSG has limited staff to effectively provide support to operations teams. The FSG 
secretariat has six specialists in various areas, such as contractual savings and inclusive finance, with plans 
to add a climate finance specialist. With the number of activities that the FSG is engaged in, it is not able 
to meet the demand from operations teams to serve as a team member in projects, rather than just 
providing advice or peer review services. The FSG plans to move resources to support climate finance 
operations, focusing on the development of innovative financing solutions.  

128. One of the FSG’s support activities is the coordination of peer reviews of finance sector 
operations. The FSG has put in place a process that includes a peer review template and guidelines, 
vetting of peer reviewers by the FSG committee, and a list of 150 experts in 17 areas of expertise. 
However, IED’s staff survey of finance sector team leads (N=71) and directors (N=13) indicates a less-
than-effective peer review process (Figures 14 and 15). Comments from the survey include  
(i) the reviewers raise questions that may or not pertain to the proposed operation, and (ii) the reviewers 
may not have the experience or background on the subject matter. Interviews with quality assurance 
units in regional departments voice similar concerns on the quality of the peer review process. The FSG 
plans to strengthen the quality review of finance sector operations.  

 
Schemes During Financial Crisis. ADB. 2021; and (iii) Affordable Housing Policies in the United Kingdom and Their Lessons for 
Developing Asia. ADB 2021. 
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  Figure 14: Effectiveness of Peer Review Process          Figure 15: Effectiveness of Peer Review 
     with Quality at Entry (Directors N= 13)              Process with Quality at Entry (Team leads N=71) 
       
 

 

 

 

 

 

 
 
 
 
 

N = number of respondents. 
Source: Independent Evaluation Department. 2022. Staff Survey. 

 
129. Given the fragmentation of knowledge provision in ADB, the FSG plays an important role 
in guiding research and other knowledge products in finance sector fields. The main knowledge 
providers such as ERCD and ADBI seek inputs from various ADB departments. FSG inputs would help 
ensure the relevance of generating knowledge products to the finance sector agenda. Through its 
website, the FSG disseminates knowledge products and learning events. However, there is scope for 
improving other dimensions of the knowledge agenda, such as capturing and applying knowledge from 
operations and promoting best practices.  
 
130. The FSG role in human resource and talent management has been limited at best. In 2021, 
the FSG offered an online course on finance technology (fintech) and regulatory innovation, with a total 
of 14 participants. The FSG work plan for 2022–2023 includes enhancing staff training on climate finance 
and other areas such as fintech. While listed as one of FSG’s key activities, there has not been a systematic 
initiative to identify human resource needs in the sector. 
 

F. Summary  
 
131. The current organizational structure has resulted in fragmentation, with no clear 
accountability for the direction and results of bank-wide finance sector activities. The limited 
number of core finance sector staff is thinly spread among operations and non-operations units, making 
integration of global expertise and country knowledge a challenge. The sector’s broad agenda and 
capacity to deliver it efficiently and effectively are mismatched. 
 
132. Changes in the finance sector landscape and the FSG’s proposed finance sector directional 
guide warrant updating the review of available skills to deliver future programs. The directional 
guide identified emerging areas such as climate change and the rise of digital financial services. The 
finance sector has an important role to play in climate finance, which requires sovereign and 
nonsovereign interventions to help DMCs mobilize resources for climate change. Skills in the resident 
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missions must be increased and upgraded since they have been given more responsibilities in supervision 
of operations, knowledge management, and dialogue with counterparts. 
 
133. Integrating nonsovereign operations into CPSs would provide a more structured way of 
enhancing collaboration but requires greater country focus by PSOD. The case studies found a mixed 
picture in the complementarity or links between sovereign and nonsovereign operations, with strong 
linkages in the PRC and Philippines and weaker ones in other countries. Increased participation of PSOD 
staff in upstream diagnostics and selected sovereign operations would bolster collaboration and 
nonsovereign project development. Increased PSFI staffing in the resident missions improved 
collaboration. 
 
134. The knowledge content in sovereign and nonsovereign operations has not been 
systematically developed into knowledge products for program and project managers and client 
countries. While the KMAP emphasizes increased relevance and identifies “better informed polices, 
programs, project, and operations” as one of the long-term results, the finance sector does not have a 
coherent plan to achieve them. There are opportunities to strengthen finance sector diagnostics and 
ensure that the country knowledge programming incorporates finance sector priorities. 
 
135. The FSG has limited resources and capacity to provide the support demanded by operations 
teams. Staff feedback indicates that the peer review process coordinated by the FSG must be improved. 
There is demand from operations teams for FSG staff to serve as project team members rather than just 
provide advice or peer review services. The FSG’s role in human resource management has been limited, 
with only one learning program provided in 2021. FSG’s knowledge-related activities may need to be 
prioritized.  



CHAPTER 6: 

Conclusions, Issues, and Recommendations
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136. This chapter distills the main findings of the evaluation and puts forward recommendations for 
the development and implementation of the finance sector directional guide (FSDG), focused on the 
delivery of Strategy 2030 operational priorities. 
 

A. Conclusions 
 
137. Support for the finance sector, at 12% of total approved transactions in 2011–2021 by 
dollar volume, is still a small part of ADB’s total operations. Excluding support to trade finance, ADB 
approved and committed $20.7 billion or 456 finance sector transactions during the same period. 
Sovereign operations accounted for 66.8% of finance sector operations by dollar volume while 
nonsovereign operations (NSOs) accounted for 31.7%. 
 
138. The evaluation’s overarching question: Has ADB been relevant and effective (i) in developing 
financial markets, including strengthening financial stability and integrity as well as enhancing regional 
integration to promote cross-border capital flows; (ii) in increasing access to inclusive finance; and  
(iii) in improving the financing of infrastructure through the development of capital markets and savings? 
The evaluation found that in 2011–2021, ADB was relevant and modestly effective in increasing 
access to inclusive finance, and less relevant and less effective in developing financial markets, 
strengthening financial stability and integrity, enhancing regional financial integration, and 
improving the financing of infrastructure through the development of capital markets and savings. 
  
139. The first subsidiary evaluation question: How well was (and is) the 2011 Financial Sector 
Operational Plan (FSOP) positioned vis-à-vis evolving financial markets? The evaluation found that it 
was initially well positioned in relation to development challenges in Asia and the Pacific identified 
in 2011 but is no longer fit for purpose. The urgency of the climate crisis has increasingly come to 
dominate all aspects of the development finance agenda since the drafting of the 2011 FSOP. Scalable 
engagement on green finance to mitigate climate change impact and promote adaptation and policy 
initiatives to crowd in the private sector and leverage new technologies for inclusive finance was notably 
lacking in the original 2011 FSOP. A draft of the FSDG paper provided to the Independent Evaluation 
Department (IED) in September 2022 addresses several of the gaps between higher-level Strategy 2030 
operational priorities and the 2011 FSOP. Finance sector interventions that can focus on Strategy 2030 
operational priorities, including support to emerging areas such as Sustainable Development Goal (SDG)–
aligned financing, promotion of long-term finance and quality infrastructure themes, and leveraging of 
digital technology to deliver financial services for financial inclusion, are part of the ongoing draft 
strategy documentation but have yet to be formally agreed as part of a new strategic road map for ADB 
operations.  
 
140. While the 2011 FSOP was relevant to the finance sector development challenges identified 
in Asia and the Pacific at the time of its publication, there was inconsistent evidence that the 
themes identified in the FSOP had become well integrated into country diagnostics, country 
partnership strategies (CPSs), and ADB operations. In many CPS documents, the role and importance 
of the finance sector in helping provide scalable solutions for identified development challenges are 
unexplored. An analysis of 72 CPS documents for 28 DMCs spanning 2011–2021 indicates that only 
33.3% include diagnostics of the finance sector. A similar trend is observed for CPSs published after the 
2021 CPS reforms, with only two out of six CPSs indicating that a finance sector diagnostic had been 
conducted. 
 

141. The 2011 FSOP midterm review published in 2017 introduced climate finance and digital 
finance as emerging finance areas, but focus remained on finance sector development, inclusive 
finance, and infrastructure finance. Finance sector development was a new objective created to 
consolidate three 2011 FSOP objectives: strengthening financial stability and integrity, developing capital 
markets, and boosting regional financial cooperation and integration. The 2011 FSOP objective of 
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strengthening the foundation for financial sector development was phased out, while developing capital 
markets was de-emphasized.  
 
142. In a post–COVID-19 pandemic context, where governments face increasing fiscal 
constraints, finance sector priorities must include the promotion of strengthened capital markets 
able to better support long-term investments in sustainable infrastructure. ADB has a specific role 
to play in supporting policy reform; in promoting a shared taxonomy on environmental, social, and 
governance (ESG) investment standards; and in using blended finance interventions to crowd in private 
sector finance and expertise. ADB, in partnership with a growing number of local financial institutions 
and investors that share SDG-aligned investment goals, has a vital role to play in providing solutions 
through product development, application of and accountability for ESG targets, and support for net 
zero and energy transition objectives. Advances in the digitization of financial services and access to 
mobile-phone and low-cost online payment platforms have provided an unprecedented opportunity to 
better meet the banking needs of underserved communities. The FSDG will need to tackle the urgent 
climate development challenges identified and find better ways to leverage product innovations and new 
technologies to creatively realize the Strategy 2030 Operational Priorities and align with ADB’s ambition 
to be the climate bank for Asia and the Pacific.  
 
143. ADB’s finance sector operations during the evaluation period focused on interventions in 
two out of the five original 2011 FSOP objectives. ADB was most active in supporting inclusive finance 
(50.8% by dollar volume, 65.6% by count) followed by infrastructure finance and access to capital 
markets (39.2% by dollar volume and 38.8% by count). These figures are based on the portfolio of 529 
finance sector transactions committed and/or evaluated during the evaluation period (2011–2021), which 
amounted to $25.3 billion. Following the midterm review (2017–2021), the dollar volume share of 
projects with primary objective of supporting inclusive finance increased from 46.0% to 54.1%. The dollar 
volume share of projects to strengthen the foundation for financial sector development decreased after 
the midterm review from 8.4% to 0.4%.  Within the inclusive finance space, ADB’s interventions mainly 
targeted support for micro, small, and medium-sized enterprises (MSMEs).  
 
144. In sovereign operations, the percentage share by dollar volume of support for 
infrastructure finance via financial intermediary loans (FILs) increased after the midterm review, 
while the percentage share of support for capital market development via policy-based loans 
decreased. While providing sovereign financing through a financial intermediary can help bridge specific 
infrastructure gaps, this approach is rarely sustainable over the long term and may inhibit the growth of 
private sector–led financing for infrastructure.  Interventions to create an enabling environment for 
crowding in the private sector to provide infrastructure financing and to build developing member 
country (DMC) government capacity to manage this process should be a high-priority area for ADB’s 
sovereign-led, Office of Public–Private Partnership Department, and private finance sector interventions. 
ADB’s capital market development interventions have been mostly concentrated in Southeast Asia and 
South Asia. While taking note of the need to sequence reforms and the long gestation period for results, 
there is an opportunity to expand much-needed capital market development activities to other countries.     
 
145. The second subsidiary evaluation question: To what extent have ADB’s finance sector operations 
strengthened the foundation for financial sector development, expanded inclusive finance, developed 
capital markets and contractual savings for financing infrastructure, strengthened financial stability and 
integrity, and enhanced regional cooperation and integration to promote cross-border capital flows? 
ADB has been moderately successful in finance sector operations projects, with success rates at or 
slightly above 60% in three out of five objectives. The finance sector operations’ project 
performance, however, remains below that of ADB’s overall operations (68%). The performance of 
projects that support infrastructure finance and access to capital markets (60% success rate) was on par 
with projects that support inclusive finance (61%). The poor performance of ADB’s investments in legacy 
private equity funds, which are considered interventions in development of capital markets (with only a 
29% success rate), dragged down the success rate of ADB’s interventions in infrastructure finance and 
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access to capital markets (69%, success rate without private equity funds). For inclusive finance, project 
design issues were the main driver for the less-than-successful ratings. The performance of projects that 
supported financial stability and integrity (two projects with 0% success rate) and foundation for financial 
sector development (three projects with a 67% success rate) was dissimilar, but only a few projects were 
closed and evaluated for each focus area. No evaluated projects supported regional cooperation and 
integration. By subregion, the combined sovereign and nonsovereign project success rates were highest 
in South Asia (70%) and Southeast Asia (63%). Central and West Asia’s combined sovereign and 
nonsovereign project success rate was 56% and East Asia’s was 53%. 
 
146. The results of ADB’s finance sector operations show that ADB’s interventions have been 
modestly effective in inclusive finance and standalone infrastructure finance projects, and less so 
in promotion of broader capital market development to support domestic borrowers and in the 
use of local savings for energy transition and climate-resilient infrastructure. Based on the country 
case studies, ADB was able to increase access to finance, mainly for MSMEs. A growing number of 
inclusive finance transactions are targeting farmers and affordable housing. More recent portfolio activity 
indicates growing support for targeted interventions seeking to meet the financial needs of women. ADB 
engagement with and support for green finance initiatives, and capital market development, low levels 
of engagement on financial regulatory issues, and low utilization of recent advances in digital finance to 
support financial inclusion objectives were identified as missed opportunities in country case studies.  
 
147. ADB increased financing to infrastructure via financial intermediaries, but reported little 
progress in the development of capital markets. While ADB was successful in helping support financial 
institutions such as Infrastructure Development Company Limited in Bangladesh, which focuses on 
onlending to infrastructure projects, it did less to help develop an environment where these same 
institutions could raise long-term funds from domestic markets. ADB capital market development 
interventions were significant in two out of the six country case studies (Bangladesh and Philippines), but 
the results from the interventions are not yet apparent. Funding through equity and bond markets in 
Asia and the Pacific remains smaller than funding from banks. Despite high savings rates in several DMCs 
and funds held by long-term institutional investors, ADB has not played a significant role in helping 
develop capital markets to channel this funding to more productive support for infrastructure finance.  
 
148. The third subsidiary evaluation question: How does ADB’s value addition through its finance 
sector operations compare with that of other multilateral development banks (MDBs)? ADB’s value 
addition through its finance sector operations has been mainly in providing long-term finance that 
is not available in the domestic market. During the country case studies, several MDB peers and ADB 
clients interviewed cited positively ADB’s close working relationship with DMC government counterparts. 
ADB’s finance sector interventions were not, however, often seen as focused on support for the private 
sector–enabling environment. ADB’s 2011 FSOP and operations cover many of the same themes and 
subsectors as other MDBs. A notable difference with the World Bank Group, however, is the scale and 
ambition of engagement in initiatives such as support for legislation against money laundering and the 
financing of terrorism and active participation in forward-looking standard-setting initiatives, often in 
partnership with the private sector, such as the Global Impact Investing Network and the Operating 
Principles for Impact Management, which works with partner institutions such as asset managers to 
accelerate ex-ante impact assessment of investment activity. 
 
149. The fourth subsidiary evaluation question: Is ADB well-equipped to deliver long-term and 
sustainable results in the finance sector? Does it have the right skills in-house and the organizational 
capacity to deliver on finance sector operations? The evaluation found that ADB has a fragmented 
organizational arrangement that has inhibited the consolidation of finance sector expertise and 
ADB’s ability to develop integrated client-focused solutions to finance sector development 
challenges. Urgent development challenges such as finance for energy transition and other Strategy 
2030 operational priorities require greater attention to early-stage country diagnostics, project selection 
in line with country partnership strategy (CPS) priorities, and a more coordinated bank-wide response. 
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Having sovereign operations and NSOs under one roof is supposed to be ADB’s source of competitive 
advantage, along with local presence and established relationships with DMC clients. Collaboration 
between sovereign operations and NSOs is improving but still not commonplace within the bank. The 
evaluation found during the period under review strong linkages between ADB sovereign and 
nonsovereign work in the People’s Republic of China and the Philippines, less so in Bangladesh, India, 
Papua New Guinea, and Uzbekistan. Recent moves to assign Private Sector Operations Department 
(PSOD), Financial Institutions Division staff to resident missions are starting to help increase collaboration 
between sovereign operations and NSO staff. Upstream activities, which involve identifying public sector 
reforms that are needed to unlock private investment, are mentioned by some regional departments, but 
it is not clear if these are being done systematically with the involvement of PSOD staff. Alongside 
identified problems with quality at entry and the cross-fertilization of knowledge products between 
regional departments are identified skills gaps in areas such as capital market development, contractual 
savings and insurance for sovereign operations, and finance technology (fintech) for PSOD.  
Opportunities exist to strengthen finance sector diagnostics and ensure that the country knowledge 
programming incorporates finance sector priorities. The Finance Sector Group (FSG) secretariat is 
currently not systematically involved in the development or review of CPSs or in the peer review process, 
both of which could greatly improve quality at entry. Knowledge in sovereign operations and NSOs has 
not been systematically developed into learning products for program and project managers and client 
countries.  While ADB’s Knowledge Management Action Plan emphasizes increased relevance and 
identifies “better informed policies, programs, project, and operations” as one of the long-term results, 
the finance sector does not have a coherent plan to achieve them.  

 
B. Issues 
 

1. External 
 
150. The finance sector in much of developing Asia and the Pacific still lacks diversity in product 
offerings compared with more developed financial markets. Bank finance, often based on dated 
collateralized lending protocols, is still the dominant form of lending in many DMCs and has failed to 
serve the needs of potential borrowers. With varying levels of market maturity, capital markets remain 
largely underdeveloped and domestic institutional investors still have fewer opportunities to invest in 
local bond markets or infrastructure asset classes.  
 
151. Coordinated regulation of digital financial services and fintech is lacking in many DMCs. 
Digital financial services and fintech have expanded rapidly in several Asian countries and supported 
efforts to improve financial inclusion and innovation. Progress has been far from universal among DMCs, 
however, and coordinated regulation on consumer protection has been weak. Without better support 
for the development of supportive policy environments and a focus on financial literacy and truth-in-
lending practices, beneficiaries could be increasingly exposed to fraud, misuse of data, and predatory 
behavior. 
 
152. The regulatory enabling environment for green finance in much of Asia and the Pacific lags 
behind the scale of the challenge facing the region. Accelerating the transition to a low-carbon 
economy and aligning the finance sector with the Paris Agreement and Sustainable Development Goals 
will require new approaches for mobilizing and intermediating long-term finance in the region. 
Supporting the integration of ESG analysis into bank lending decisions and product design is an 
important first step. Funding energy efficiency, renewable energy, and sustainable infrastructure, 
however, will require intensive engagement with DMC regulatory frameworks that can support capital 
market innovations such as green, blue, and social impact bonds as well as the development of pooled 
risk mitigation products such as catastrophic risk insurance. 
 
153. DMC clients face fiscal constraints and debt sustainability concerns because of the impact 
of the COVID-19 pandemic and commodity price inflation, which will severely limit public spending 
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on infrastructure. The need for unprecedented government support during the pandemic as well as 
rising energy and food prices means several Asia and Pacific DMCs face significant fiscal constraints. In 
such an operational context, Asia and Pacific financial markets need to find ways to attract and utilize 
new sources of capital. Creative partnerships with the private sector, particularly longer-term institutional 
investors, combined with efforts to improve information transparency and raise corporate governance 
standards are the best low-cost solutions available to channel funding to urgent development priorities.  

 
2. Internal 

 
154. The 2011 FSOP lacks a clear link and targets focused on realizing Strategy 2030 operational 
priorities. The 2011 FSOP document sought to deal with the operational context of the time and was 
subject to a comprehensive midterm review. The midterm review resulted in prioritizing three main areas 
namely, finance sector development inclusive financial markets and efficient allocation of long-term 
finance for infrastructure.  
 
155. Much has changed in the operational context in which DMCs find themselves and the 
strategic operational priorities of ADB, which were significantly revised with the introduction of 
Strategy 2030. A draft of the FSDG indicates that the FSG is aware of the gap between higher-level 
Strategy 2030 operational priorities and the 2011 FSOP.  
 
156. By itself, significant financing support for financial inclusion and infrastructure finance 
through stand-alone FILs may not be sufficient to achieve the Strategy 2030 goal of promoting 
resilient and sustainable development. ADB support for the development of adaptable policy and 
regulatory structures that can encourage the expansion of well-regulated digital finance interventions 
and protect consumers is lacking. Lending through financial intermediaries may meet the short-term 
needs of DMCs, but it does not necessarily deal with the long-standing issue of lack of access to capital 
in the region. Developing regulatory structures takes time and requires proper sequencing, especially if 
they are to accommodate the growth of (i) innovative financial intermediation, nonbank financial 
institutions, and digital finance without compromising on issues such as consumer protection, and (ii) 
local capital market development. An optimal balance between short-term FILs and policy reform in 
support of consumer protection and longer-term capital market development is needed. 
 
157. ADB’s finance sector work in structured guarantee products falls short of its potential. 
Through its knowledge of local markets, strong links with local DMC regulators, AAA credit rating, and 
convening power, ADB has the potential to play a highly significant role in developing and strengthening 
local capital markets. The use of structured guarantee products accounted for 3.0% of nonsovereign 
finance sector operations by dollar volume (2.5% by number of projects). Institutional investors' demand 
for investable asset classes is evidenced by strong market interest in infrastructure debt securitization 
and fixed-income products. These are often considered hedges against share market volatility and 
resilient to inflationary pressures, pointing to the need for supply-side interventions such as advisory 
work to help create bankable projects and regulation or policy reform governing local currency bond 
issuance and utilization of guarantees. Local currency bonds and structured guarantee products support 
sustainable development by tapping into domestic and international institutional investor long-term 
savings pools.  
 
158. CPSs are inconsistent in mentioning finance sector interventions and linking them to 
country operational priorities. In many CPS documents, the role and importance of the finance sector 
in helping provide scalable solutions for identified development challenges are unexplored. An analysis 
of 72 CPS documents for 28 DMCs spanning 2011–2021 indicates that only 33.3% include diagnostics 
of the finance sector. A similar trend is observed for CPSs published after the 2021 CPS reforms, with 
only two out of six CPSs indicating that a finance sector diagnostic had been conducted. Gaps exist where 
the contribution of finance reform, capital market development, or the foundation for financial sector 
development are not linked to ADB’s operational priorities or cannot materially contribute to longer-term 
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DMC policy objectives. Finance sector interventions as a part of ADB’s overall portfolio and limited sector 
expertise in resident missions indicate that ADB has not adequately engaged with DMC development 
partners on this topic or leveraged existing published knowledge resources such as the joint World Bank-
International Monetary Fund Financial Sector Assessment Program report. Where finance sector 
interventions have taken place, the link with CPS priorities in concept review or project documents when 
presented for Board approval is often weakly articulated.  
 
159. The FSG secretariat is currently not systematically involved in the development or review 
of CPSs. The FSG secretariat provides peer review of reports for Board approval. CPS authors, however, 
would benefit from better leveraging the expertise of the FSG secretariat and, more broadly, of 
Sustainable Development and Climate Change Department (SDCC), Office of Public–Private Partnership 
Department, and PSOD staff. 
 
160. Country-focused diagnostics that seek to identify finance sector policy or regulatory 
impediments to the growth of private sector are often lacking. In almost all DMCs, ADB needs to 
redouble its efforts to identify potential regulatory and policy bottlenecks that inhibit the growth of 
private sector–led financial institutions. How analysis of policy and regulatory bottlenecks for the private 
sector has been incorporated into country diagnostic studies is considerably inconsistent.  

161. In organization for delivery, fragmentation and accountability are issues within the sector 
as a whole. Coordination and collaboration are inconsistent between sovereign operations and 
NSOs. Skills gaps exist in sovereign operations, NSOs, and resident missions, and the knowledge 
in sovereign operations and NSOs has not been systematically developed into learning products 
for program and project managers and client countries. Increased participation of PSOD staff in 
upstream diagnostics and selected sovereign operations would boost internal collaboration and help 
strengthen finance sector design at entry and project implementation. Skills gaps exist in capital market 
development, contractual savings, and insurance. 

 
C. Recommendations 

 
1. Strategic 

 

162. Recommendation 1. ADB’s new finance sector directional guide should further recognize 
the differentiated Asia and Pacific socioeconomic and operational context for finance sector 
development and prioritize policy reform and program support for (i) the promotion of sustainable 
financial inclusion and innovative digital finance, (ii) the creation of an enabling environment for 
private sector participation, and (iii) the development of robust capital markets to help deepen 
and diversify sources of funding to leverage local savings for long-term green finance needed to 
achieve smooth energy transition and climate-resilient infrastructure. The new directional guide 
should focus on a differentiated approach to supporting DMC needs in the finance sector. Depending on 
a DMC’s level of economic and financial market maturity, targets for measurable increases in capital 
market bond issuance, policy interventions in support of innovative digital finance and the private sector–
enabling environment, and expansion of public–private partnership technical advisory work needs to be 
clearly set. At the early concept review stage, all finance sector interventions must be clearly aligned with 
named Strategy 2030 operational priorities. The promotion of climate finance for adaptation and climate 
risk management should be a strategic priority for all ADB finance sector interventions. The global push 
for net zero requires ADB to demonstrate bold institutional leadership. To become better identified as 
“Asia and the Pacific’s Climate Bank”, ADB needs to expand creative partnerships with institutional 
investors and DMC-based counterparts that share net zero impact investing goals and lead in the use of 
structured finance interventions to catalyze investment in renewables, energy transition, and pooled risk 
insurance interventions. Support for capital market development and for the private sector–enabling 
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environment are distinctive contributions that ADB is in a privileged position to provide, and both 
interventions are urgently needed in the post–COVID-19 development context.   
 
163. Recommendation 2. In future CPSs for countries with substantial finance sector operations, 
ADB should highlight how support for finance sector strategy interventions, both public and 
private, in the areas of capital market development, foundation for financial sector development, 
regional financial cooperation and integration, and financial stability and integrity,   benefit from 
cross-sector and thematic considerations and aligns with Strategy 2030 operational priorities;  
CPSs need to be complemented with appropriate metrics for tracking ADB’s results that include 
sovereign, nonsovereign, and knowledge contributions to expected outcomes. ADB finance sector 
project development in many DMCs remains opportunistic. The objectives of capital market development, 
foundation for financial sector development, regional financial cooperation and integration, and financial 
stability and integrity are to lay the foundation of an efficient and resilient financial system that can 
support a wide range of strategic interventions. Early-stage finance sector diagnostics can be enhanced 
by strengthening knowledge management partnerships with other MDBs. ADB should prioritize finance 
sector interventions based on needs that have the greatest potential to bring scalable change to targeted 
Strategy 2030 operational priority areas. Regional departments and PSOD must reinforce collaboration 
with other MDBs, starting with upstream diagnostics for CPS preparation to come up with an integrated 
program to enable greater private sector contribution to closing development gaps. The CPS results 
framework should include sovereign, nonsovereign, and knowledge contributions to expected outcomes, 
and have baselines and targets for contributions in each finance sector priority area. 
 

2. Operational and Organizational 
 
164. Recommendation 3. Adjusting for country context and as a part of its focus on digital 
finance, ADB needs to prioritize early-stage advocacy work and regulatory oversight interventions 
that will result in policies that can promote innovation in the provision of finance and risk 
management products, credit information sharing, consumer protection, and equality of access to 
financial services for underserved communities. Digital finance and community-based lending 
initiatives are improving access to credit for many. Development of insurance products to mitigate risks 
has the potential to greatly improve the quality of financial services. ADB needs to increase its support 
to low-cost lenders that, in addition to providing access to capital, also promote financial literacy, are 
focused on the needs of women and underserved borrower groups, and advocate for truth-in-lending 
standards. Online toolkits should be developed that can guide DMC policy makers and ADB financial 
intermediaries developing client-focused lending practices. 
 
165. Recommendation 4. ADB should accelerate mobilization of private sector finance through 
the expanded use of structured guarantee products, insurance, and blended finance; and enhance 
partnerships with institutional investors in addressing infrastructure financing gaps in DMCs. ADB 
should seek to expand the use and scale of risk mitigation schemes and innovative structured 
interventions in partnership with other MDBs, beyond the current low 3.0% of NSOs by dollar volume, 
to better target bilateral lenders and the wider investor and donor community. ADB should increase 
interventions in helping create bankable projects, including upstream work on developing an enabling 
environment for local currency bond issuance and utilization of guarantees. ADB must raise its ambition 
for mobilization of third-party capital and include it as a key measure of evaluating the success of ADB’s 
finance sector interventions. 

166. Recommendation 5. ADB should, as part of its organizational review roll out, ensure bank-
wide finance sector staffing and institutional arrangements address issues of fragmentation and 
accountability in the finance sector as a whole; inconsistent coordination and collaboration 
between sovereign operations and NSOs; skills gaps in sovereign operations, NSOs, and resident 
missions; and identified knowledge gaps.  Enhanced management oversight for finance sector 
operations is required to better coordinate the alignment of ADB strategy objectives with project 
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development and available staffing resources. Management should (i) conduct a skills strategic planning 
exercise to ensure that the finance sector has the appropriate skills to deliver the results identified in the 
FSDG; (ii) aim to increase learning from lending operations by systematically mining and disseminating 
lessons from existing products, providing inputs to the annual plans of relevant knowledge-generating 
departments, and developing a user-friendly knowledge database to support operations teams; and  
(iii) ensure that  development of CPSs incorporates inputs into country knowledge action plans. The skills 
exercise will identify the gaps and how to close them, including classifying skills that ADB should have as 
long-term staff in headquarters and resident missions, taking into account the dynamic nature of demand 
for particular skills. The exercise should be done in coordination with the Budget, People, and 
Management Systems Department. A plan to improve incentives for cross support among regional 
departments and between operations and non-operations departments should be considered in the 
context of the ongoing organizational review. Efforts to improve learning from operational products 
(e.g., project completion reports, extended annual review reports, and IED validations and evaluations), 
including using information technology solutions to enable staff to identify and access relevant projects 
and lessons, should be encouraged, along with dissemination of knowledge products (e.g., the Economic 
Research and Regional Cooperation Department's Detailed Guidance for Issuing Green Bonds, SDCC’s 
Fintech Policy Tool Kit for Regulators and Policy Makers) generated by various departments to better 
inform operations. 
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