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Chair’s Summary of the Development Effectiveness Committee 

 
14 September 2015 
 
A. Country Assistance Program Evaluation: People’s Republic of China (IN. 279-15) 
 
1. IED informed that the CAPE evaluated the performance of ADB’s country strategies from 
2006 to 2013. Recognizing that opportunities and challenges are huge, IED proposed 6 
recommendations based on its findings, changing needs of the PRC, and where ADB can add 
value. There had been extensive interactions and sharing of knowledge on PRC operations 
between IED Team, staff and Management during the preparation process. 
 
2.  DEC members commended IED’s positive and thorough evaluation. They highlighted that it 
is encouraging that ADB can still add substantial value in the PRC. They commented that it is the 
right timing for important discussions on how ADB can continue to deepen its partnership with PRC 
and maximize the development impact. They welcomed the strong cooperation between EARD 
and PSOD in PRC which can be viewed as a good example for other departments in ADB. DEC 
members agreed that the CAPE should serve as a valuable input in preparing the new Country 
Partnership Strategy (CPS).  
 
3. ADB relevance in PRC for the future. DEC members noted that many ongoing loans are 
designed with innovative features (para. 145). They also welcomed ADB’s value addition in terms 
of using its procurement and safeguards policies for projects including where ADB’s financing is 
less than 5% of the total project cost. One DEC member noted that there are other projects where 
ADB has limited value addition (paras.138-139) and inquired whether ADB’s value addition was 
only limited to safeguard policies during project implementation. Staff provided good examples 
where ADB had contributed in achieving significant impact even when financing is small; for 
example, ADB’s investment in the energy sector was about 0.2% of total PRC investment but it 
helped reduce CO2 emissions by 3.5%.  
 
4. Main focus of future strategy. DEC members commented that given the PRC’s size, ADB 
financing should be more focused. They agreed with IED’s recommendations to focus more on: (i) 
reducing poverty and inequality; (ii) addressing climate change and protecting environment; and 
(iii) fostering regional cooperation. However, on these broad areas of focus ADB could be more 
selective of sectors where it has comparative advantage and can have a demonstration impact or 
make a systemic difference. Although ADB’s financing package is small in relation to the size of 
PRC’s economy, ADB could try to find crucial reform issues that it could support but should also be 
realistic with the impact of such support. Staff clarified that ADB can make a significant difference 
in sectors such as climate change. On poverty reduction issues, Staff mentioned that many ADB 
projects address infrastructure gaps at the cusp of rural-urban areas and they attempt to narrow 
rural-urban service delivery in accordance with the government’s objective of harmonious rural-
urban development. In fact ADB is a pioneer in working with the private sector in developing water 
supply and waste water treatment projects as well as waste to energy projects with the private 
sector in these areas. ADB has and will continue to provide policy advice (for example on 
establishing a progressive and more equitable taxation system) on remaining poverty issues that 
limited project lending from ADB cannot resolve. ADB recognizes that in some respects reforms 
may make the poor more vulnerable in the absence of fully developed institutions for managing 
social vulnerabilities. ADB will continue to work with PRC in establishing or strengthening such 
institutions and systems.   Over the last few years ADB conducted advisory work at the macro level 
in PRC, such as strengthening of its social security system, redistribution of work, and streamlining 
taxation, among others, which had laid a solid foundation to continue productive dialogue with the 
authorities on future interventions. 
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One DEC member inquired on the extent of the consultation process on strategy and pipeline, as 
the CAPE contains different messages in this regard. Staff responded that consultation with the 
authorities are conducted at a very early stage of project selection, allowing the Bank to have a 
genuine choice regarding the main focus of its operations, as well as having a strong impact on the 
project and program design.      
 
5. Monitoring IED’s recommendations. A DEC member inquired if IED’s recommendations 
are measurable and whether monitoring of these recommendations can be valuable. He urged IED 
and Management to consider drafting future recommendations from the compliance point of view. 
He opined that the phrasing of CAPE’s first and second recommendations were too broad. Follow 
up on these recommendations would not be feasible in the absence of clear indicators. In his view 
the second recommendation which says that ADB should “vastly increase support to address 
climate change…” is vague and subjective. He inquired whether “vastly increasing” financing in 
one area would mean scaling back in other areas given the limited resource envelope. The DEC 
Chair pointed out that given the size of PRC’s economy, IED’s recommendations should have 
been broader and more strategic. IED clarified that word “vastly increase” was used to emphasize 
the need to make substantial increase in support for managing climate change and environmental 
protection. Staff further clarified that measuring success in implementing IED’s recommendation 
may be difficult. For example, the CAREC initiative is to foster regional cooperation, but due to 
many factors, including some geopolitical factors, it would be difficult to attribute ADB’s 
contribution. As to the tracking of the reforms, the whole reform package involves many areas in 
which ADB is not involved. Staff tracks the progress in sectors where ADB is engaged in through 
regular policy dialogue. As the reforms are implemented through regulatory changes, PRCM 
monitors and reports on such development through the PRCM internal publication “New 
Legislation” which is shared widely within ADB.  
 
6. Right modalities. One DEC member expressed skepticism that ADB can achieve 
something visible and make a real impact in PRC if policy-based lending (PBL) is used. In his view, 
some reform issues could be more suitably assisted via results-based lending (RBL) instead of 
PBL.  DEC Chair commented that with PBL, ADB could encourage PRC Government to deepen 
reforms. Through the right reform packages the value addition of ADB could be well justified as a 
simple project financing may not be sufficient to address the critical mass of the planned reform 
measures. PBL can be viewed as an opportunity to enhance ADB’s relevance. Staff clarified that 
the inclusion of PBL in the new CPS signifies PRC’s interest to deepen and broaden reforms to 
create new engines for growth. The Government invited not only ADB but also the World Bank to 
put together solid and implementable reform packages. KfW expressed an interest to cofinance 
with ADB the first PBL. For this first PBL, staff intends to identify clear investment needs of the 
agreed upon policy actions and support it with a financial package covering about 10% of the total 
program cost. Staff intend to present the scope of this PBL with key reform features during an 
Informal Board Seminar in October 2015. ADB is also in dialogue with the Government how to 
monitor and track use of ADB’s financial resources under the proposed PBL for specific 
investments (e.g. improve air quality by reducing air pollution and greenhouse emissions) as well 
under future PBLs and RBLs in general.  
 
7. Taking up learned lessons. The CAPE provided good lessons, such as focusing on 
clustering ADB’s operations and designing projects through participatory approach. One DEC 
member commented on IED’s observations regarding delays and the slow pace of TA project 
implementation but preferred to see IED’s recommendation based on the lessons learned in 
avoiding further delays. DEC Chair regrettably noted that the CAPE did not adequately cover an 
evaluation of ADB’s knowledge cooperation with the PRC. He mentioned that IED had an excellent 
study on evaluating knowledge in 2013 and urged IED to include specific section on this matter in 
future CAPEs, in particular for middle-income countries. He inquired if IED intends to study how 
ADB could better use the existing knowledge hubs. Staff clarified that ADB’s share in financing of a 
project often is 30% or less. The reason for ADB’s participation in a project is mainly due to 
innovation and value addition and knowledge elements that ADB brings. The screening of projects 
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and their selection go through several stages within the Government. Then, ADB jointly with the 
Government refines the projects list further to align them with ADB’s strategy. IED clarified that it 
only evaluated the system of knowledge products and services but not their content. The number 
of knowledge materials concerning PRC is huge and current IED resources are insufficient to 
evaluate their content exhaustively. IED only reviewed policy notes prepared by ADB at the 
request of the Government, and noted that they are used as food for thought by Government in 
policy-making. The established knowledge hubs have not yet evolved in to centers of excellence, 
and the issue of sustaining ADB-supported knowledge hubs after the closure of ADB technical 
assistance support remains to be addressed. Although the broad mandate and objective of the 
regional knowledge sharing initiative (RKSI) is to share development knowledge and experience 
among countries, the mechanism for realizing this mandate is not yet clear, and that ADB would 
need to consult with the PRC government on this matter. IED observed that as the knowledge 
hubs evolve into centers of excellence, the RKSI would provide a good platform for knowledge 
exchange among countries in the region.  
 
8. Sources of IED’s findings. Chair, DEC commented that CAPE is an official document but 
has some references from unofficial sources which may not show a true picture on the ground. He 
urged IED to use primary sources, mainly ADB’s own and DMCs’ official sources instead of quoting 
articles from newspapers. IED clarified that due to lack of official sources it used unofficial sources 
for references on recent events which took place less than 6 months ago (e.g. formal 
announcement of Silk Road Fund and aid package for Greater Mekong Sub region and Pakistan). 
 
9. Staffing in PRCM. DEC welcomed Management’s recent efforts to outpost several staff. 
Deepening sector dialogue would only be possible by expanding PRCM’s expertise with adequate 
number of staff. They noted that part of the success of Private Sector Operation Department’s 
operations in PRC is associated with its hardworking, competent and passionate staff in resident 
mission. Most of them speak Mandarin which helps their communication with counterparts. ADB 
has 1/10 of IFC’s staff in PRC for processing non-sovereign operations. Notwithstanding this, 
PSOD’s operations constitute about 70% in volume of IFC’s operations. PSOD staff has been also 
engaged in bringing good corporate governance practices. DEC members welcomed the 
Management’s intention to increase PSOD staff presence in the field, to ensure the sustainability of 
high levels of performance. 
 
10. DEC members noted and also commented on the following issues: 

(i) Cost and time overruns. Several projects in PRC experienced cost overruns. Some 
projects, mainly in agriculture sector, were implemented with delays of 1 year or 
more. DEC urged staff to be vigilant especially during the design stage of future 
projects bearing in mind that capacity of executing agencies in rural areas might be 
weaker in comparison to the earlier established EAs; 

(ii) Speed of project processing. Many PRC projects are processed at slower pace than 
that prescribed by the Midterm Review action plan. Although this may be attributed 
to more thorough preparation, DEC urged staff to take necessary actions to improve 
the speed of processing projects; 

(iii) Rural vs. urban areas of focus. The Board will consider the new CPS in Q1 2016 
and will discuss among others the issue of urban-rural integration: how this will be 
carried in a harmonious way with focus on better service provisions to the poor. 
PSOD plans to support infrastructure improvements in small cities and good 
prospects exists for doing more PPPs. DEC urged EARD and PSOD to continue 
their good collaboration on this important issue. 

 
B. IED Work Program for 2016-2018  
 
11. Director General, IED described the main elements of the proposed work program and 
some changes made after an informal DEC meeting held on 1 September 2015. He also made a 
correction to the 9 September 2015 Memo sent to the DEC: the increase in staff costs in para 16(i) 
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should be 3.8% and not or 4.2%. DEC members inquired and IED explained on the following 
matters: 

(i) In 2016, IED will review processes and bottlenecks of private sector operations and 
prepare a topical paper which would draw some conclusions, and will feed to IED’s 
corporate evaluation study on ADB’s private sector operations planned in 2017; 

(ii) IED’s proposed budget for 2016 is estimated to increase by 3.6% from the 2015 
original budget. This is aligned with the preliminary 2016 budget growth (base case 
scenario) parameter of 3.6% in the draft ADB Work Program and Budget 
Framework for 2016-2018. Taking into account an anticipated increase of private 
sector operations and relevant work volume required from IED, it sees a glaring gap 
in future and a need for IED to be adequately budgeted and staffed. 

 
12. One DEC member emphasized the importance of the foreseen study on improving the 
follow up process of IED recommendations and suggested this should be done in cooperation with 
Management. In his view the opportunity should also be used to see how the DEC itself can further 
contribute to this process. This would be particular important if an “independent evaluation of the 
evaluation process” is postponed until later years, as supported by a majority of DEC members 
during the recent informal meeting of the DEC. Despite this postponement he suggested that the 
DEC could take a more formal decision that an evaluation will be done, as agreed during the 
recent DEC’s informal meeting, and consider the appropriate timing and format.    
 
13.  DEC endorsed IED’s work program for 2016-2018 and 2016 budget as presented.  


