
 

 

Chair’s Summary of the Development Effectiveness Committee  

26 April 2017 

 
I. 2016 Annual Portfolio Performance Report (APPR) 
 
1. The Development Effectiveness Committee (DEC) discussed the 2016 Annual Portfolio 
Performance Report (APPR).  
 
II. Overview of the Sovereign and Nonsovereign Operations 
 
2. Director General (DG), Operations Services and Financial Management Department (OSFMD) 
provided an overview of the key messages of the APPR. He explained that 2016 was a record year with 
very strong performance on both sovereign and nonsovereign portfolio. On the sovereign side, approvals, 
contract awards and disbursements were at a record high from the concerted efforts by regional 
departments (RD). But their efforts should be considered with the contexts of each portfolio, as there are 
significant differences among departments and countries depending on their circumstances. Regarding 
nonsovereign operation, Private Sector Operations Department (PSOD) showed strong performance in 
commitments and disbursements with significant decrease in droppages and cancellations, while approvals 
declined slightly.  He added that management stressed the importance on knowledge sharing between RDs 
as well as with PSOD in the operation review meetings. 

 
3. Recommendations for the sovereign operations. Based on 2016 performance, OSFMD and 
concerned departments agreed on following actions: (i) continue rigorous efforts to improve project 
readiness, monitor large contracts and large disbursements, and tighten monitoring on projects with large 
uncontracted and undisbursed balances in ages of 4 and above, (ii) monitor closely projects that are 
delayed by two years or more beyond the original implementation period, and close projects that past 
closing dates, (iii) improve the entry of approved projects becoming effective in the same year to between 
30% and 50%, (iv) reviewing technical assistance (TA) projects that are more than 5 years and close those 
that have less than $100,000 uncontracted balance, and limit extensions, and (v) implement the second 
phase of the procurement reform to reduce the end to end procurement time. 

 

4. Recommendations for the nonsovereign operations. OSFMD and concerned department 
agreed on following actions: (i) increase nonsovereign approvals to achieve a 25% target, (ii) aim to have 
85% of transactions signed within 12 months of approval and to streamline work processes to reduce 
internal processing time and speed up commitments and disbursements, (iii) rebuild the equity portfolio to 
strengthen future nonsovereign income and continue to implement the revised business strategy for private 
equity funds to improve the quality and performance of future equity fund investments, and (iv) continue its 
efforts to diversify the nonsovereign portfolio in coordination with other related departments. 
 
III. Questions/Comments and Answers 
 
5. DEC members commended OSFMD for preparing valuable report which is very useful to 
understand the current situation of ADB and identify the problems, and welcomed the improvement in many 
performance indicators, and active learning between departments. DEC members supported OSFMD’s 
recommendations with the following questions and comments. 
 
6. Contract award and disbursement ratio. A DEC member pointed out that an increase of the 
contract award and disbursement ratio is mainly due to bouncing back from the decline in 2015 and that 
the ratios remain in the same range as previous years. Given that ADB’s disbursement ratio has been lower 
than that of the World Bank and the African Development Bank for the past five years, ADB needs further 
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efforts in increasing disbursement ratio. OSFMD agreed that disbursement ratio can be further improved 
and procurement reform measures will be helpful in enhancing disbursement ratio. 

 

7. A DEC member inquired whether there is a correlation between the early approval of projects and 
high contract award ratio. OSFMD responded that there is a correlation between the level of readiness in 
projects and performance. This is one of the key points of lessons sharing among RDs and many 
departments are working to improve project readiness.  
 
8. A DEC member asked why the ADF Fund of projects performed better than OCR funded projects 
in terms of contract awards and disbursement, and OSFMD explained that improvement was seen in many 
ADF countries as a result of more handholding support. There was also a turnaround in Bangladesh that 
has a large ADF portfolio.  Regarding the inquiry on how MFF projects performed better than non-MFF 
projects in both contract award and disbursement ratio, OSFMD responded that MFF could perform better 
since it is based on long term engagements, which allow RDs to work with an executing/implementing 
agency or entity over a longer period of time. 
 
9. IED inquired about (i) the status of the portfolio monitoring system and (ii) whether we are at a 
stage where we can have a disbursement of 20% or 22%. OSFMD answered that they are using the same 
five criteria rating system, which is for contract awards, disbursements, technical, resettlement and 
safeguards and financial. On the second question, OSFMD predicts this year’s contract awards to be $9.7 
billion and disbursements to be $9.4 billion based on the current structure of the portfolio and the past 
performance. It expects the 2017 contract award target to be met but disbursements to be challenging.  
 
10. Procurement reform. A DEC member commented that ADB’s procurement procedures are 
perceived to be unconducive to timely/high quality results by stakeholders. Thus, total procurement time 
needs to be shortened. OSFMD responded that all the procurement specialists in OSFMD will be embedded 
in the RDs by mid to end May, and expects to collaborate with the executing agencies. OSFMD also 
mentioned that they would be further engaged in the project from an early stage so that it could save time 
on reviewing the transaction.  
 
11. Capacity building and knowledge sharing. DEC members stated the importance of enhancing 
the capacity of the member countries to improve the performance both in sovereign and nonsovereign 
operations, and ADB should allocate more resources for the capacity development. Moreover, they 
emphasized that ADB should put more efforts into learning about the recipient countries where projects are 
being implemented. A DEC member asked whether some lessons can be universally shared by the RDs.  
OSFMD responded that not all lessons are universal for all countries because the actions proposed by the 
RDs are specific to the countries depending on the contexts in which they operate.  
 
12. Improvement in TA. A DEC member asked what kind of actions will be further needed to improve 
performance of the TA portfolio other than the suggestions mentioned in the report. OSFMD explained that 
the focus in the APPR is on older TAs that have no strong justification to keep them going. Once TA reforms 
are rolled out, OSFMD expects to see fewer but larger TAs. OSFMD has discussed a number of actions 
with RDs to support the TA reforms, and a number of actions are expected to be implemented.  
 
13. Increase and diversification in nonsovereign portfolio. A DEC member encouraged more 
efforts and diversification in portfolio in nonsovereign operations because the growth of nonsovereign 
operations has been lower than that of the sovereign operations, with approvals concentrated in particular 
sectors and countries. DG, PSOD responded that any increase of the number of deals has a big impact on 
the work of portfolio team and overall will need more resources and commitment. And it will take a while to 
get higher profits even if we ramp up equity investments right away given the time to exit. Regarding 
diversification, he responded that they have been focusing on core sectors such as infrastructure and FI 
according to their initial mandate and focused on key countries of private sector activity whilst considering 
the portfolio risk balance. However, he agreed that PSOD needs to do more operations in more countries 
and in more sectors whilst also addressing client needs.    

 



14. Droppages and cancellations. DG, PSOD mentioned that this can be skewed by one or two deals 
every year. An observer suggested that OSFMD include more time-based tables and further analysis for 
cancellation to show the productivity side of portfolio and enhance the value addition of the report.  
 
15. Comparison between sovereign and nonsovereign operation. A DEC member inquired about 
the implication of a different level of achievement between nonsovereign and sovereign area and whether 
it means ADB should try to invest more in nonsovereign area. Advisor and Head, OSFMD responded that 
it is hard to make a comparison between sovereign and nonsovereign for two reasons: (i) nonsovereign 
operations is heavily concentrated, and (ii) sovereign operations are implemented in very difficult countries 
and development impact could be higher. DG, PSOD agreed with the idea that sovereign and nonsovereign 
cannot be compared, since the way they measure the results are different. 
 
16. More analysis and comparison. A DEC member encouraged adding more information such as 
comparison between ADB performance and our goals/client’s responses/performance of other 
development banks, and a long-term evaluation. OSFMD responded that most of the data cover from 2012 
based on the average age of the portfolio to maintain balance between the number of projects for 
comparison purposes. OSFMD will try to present a longer-term comparison if possible.  
 
17. Local currency financing. Regarding question on local currency finance, Principal Portfolio 
Management Specialist, OSFMD agreed that it is very important for ADB to expand lending currency 
because many of the borrowers are in the small and medium sized enterprises (SMEs) sector or project 
finance where revenues are generated in local currency. ADB is doing local currency lending in 6 countries: 
India, Indonesia, Georgia, Thailand, Philippines and China. However, there are challenges such as market 
condition and regulatory constraints that requires concerted efforts from related departments.  
 
IV. Others 
 
18. Selection of evaluators. A member of the taskforce briefed that around 100 applicants applied for 
the position. 10 people were initially shortlisted and four of them were interviewed. Taskforce is looking at 
4 top-rated candidates to find a team leader and a team member. 

 
 
 
 


