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Chair’s Summary of the Development Effectiveness Committee  

28 April 2017 

 
I. Knowledge, Finance, and the Quality of Growth: An Evaluative Perspective on Strategy 2030 
 
1. The Development Effectiveness Committee (DEC) discussed the topical paper entitled Knowledge, 
Finance, and the Quality of Growth: An Evaluative Perspective on Strategy 2030. This paper presented a 
possible framework for Strategy 2030 which will include why, what, and how ADB can contribute to the 
region’s continued prosperity.  The proposed framework is based on the principle that strategy is a set of 
activities that should be refined (i) to deliver a unique value proposition for the clients of the ADB, (ii) to 
position ADB as a unique provider of its kind of services, (iii) to define the activities that it will selectively 
choose to do and those that it will not. 
 
II. Findings and Recommendations by IED 
 
2. The central message of this report is that in the rapidly changing socioeconomic, financial and 
institutional landscape, ADB should adopt the pursuit of better quality growth as its primary strategic interest 
and value proposition under Strategy 2030. As also highlighted in the global Sustainable Development 
Goals, Asian economies have to embrace a more sustainable and inclusive growth trajectory. This will 
require a continued and intensified focus on the three mutually-enforcing agendas of social and 
geographical inclusion, environmental sustainability, and regional cooperation and integration.  
 
3. Changes in the Development Landscape. IED explained changes in the development landscape; 
first, there is a growing consensus that inclusive and environmentally sustainable development must be the 
international development community’s central objective; second, the quality of growth determines true 
prosperity; third, Asia and the Pacific has largely become a middle-income region. These introduced new 
challenges and opportunities for ADB and the region. 

 

A. Declining Role of ODA in Developing Countries. Achieving middle-income status allows countries 
to access a wide variety of financing sources beyond ODA. The number of developing countries 
for which ODA is the most important external source of finance has decreased from more than 80 
in 1990 to less than 40 in 2012. These trends are particularly relevant for middle-income countries. 
Yet, while this sharp rise in the number of middle-income countries underscores the region’s 
dynamism, middle-income countries are still characterized by large difference in the geographical 
spread of poverty, social development indicators and the quality of governance and institutions.  
 

B. Declining Share of ADB Operations to Country GDP. The share of ADB operations to country GDP 
is modest at around 0.2% on average. More importantly, the share of ADB operations is decreasing 
as a result of the growing economies in the region. Thus, ADB’s contribution to growth or to the 
rate of growth by definition is quite minimal. 
 

4. Evaluation Findings. Not only has IED evaluated all strategic agendas of 2020, but also looked 
at how those agendas and drivers are actually being operationalized, along with a set of evaluations which 
provided a strong basis for making assessments about the strategy. The evaluations find that while the 
strategic agendas and drivers identified under Strategy 2020 remain relevant today and going forward, they 
require more effective delivery by ADB, if it is to make a bigger contribution to raising the region’s quality of 
growth. To deliver better results and strengthen its agility, ADB needs to further reform its business 
processes in institutional arrangements by (i) improving implementation support and other internal 
processes to better operationalize the strategy, (ii) focusing more attention on outcomes and sustainability, 
and (iii) rebalancing the scope of interventions. 
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5. Implications for ADB’s Strategic Positioning. Given that the region’s middle-income 
transformation is expected to continue, the aggregate demand for finance and knowledge services is likely 
to grow exponentially, rendering ADB’s proportion of financial contribution increasingly smaller. Thus, IED’s 
proposal is that the goal/value proposition should focus on better quality of growth.  
 
6. Six Recommendations. IED recommended that ADB needs to (i) focus on better quality of growth 
for Asia and Pacific, (ii) adopt a thematic approach catalyzing drivers of change that are crucial to securing 
quality growth, (iii) embrace a more cross-sectoral and integrated approach to operations, (iv) underspin 
strategic intentions by aligning organization structures and incentives, (v) further diversify the lending 
products and knowledge-transfer instruments ADB has to offer, and strengthen project- development skills,  
not only to further ADB’s portfolio but also to boost the number of bankable projects for syndication and 
cofinancing, and (vi) introduce a notion of process excellence by scaling up efficiency improvements in 
ADB’s business processes, including procurement, the measurement of strategic results, and revisit the 
concept of graduation.  
 
7. Three Strategic Agendas for the Better Quality Growth. IED mentioned that three strategic 
agendas for the better-quality growth are (i) social and geographical inclusion by increasing targeted 
interventions that focus on the bottom of the economic pyramid, (ii) environmental sustainability by focusing 
on the urban environmental challenges and climate change and vulnerable people and regions, and (iii) 
regional cooperation and integration through greater market interconnectivity. 
 
8. Seven Thematic Areas that Represent Priority Challenges for Asia and the Pacific. IED 
explained that support for these thematic priorities—productivity competitiveness innovation, private sector, 
environment and climate change, livable cities, regional and global public goods, south-south corporation 
and building resilience—must be reinforced by a set of identified drivers of change to achieve sustainable 
development outcomes.  

 

Figure 1: Mapping the way forward 
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III. Questions/Comments and Answers 
 
9. Several DEC members agreed that ADB needs a new strategy as soon as possible and for ADB to 
clarify its strategic direction for its growth. Regarding the strategic direction, business-as-usual is no option 
for the medium and long-term because the landscape—clients, partners and competitors— around us is 
changing rapidly. Another DEC member suggested that it would be much better if ADB define its overall 
corporate strategy first before sectoral and thematic strategies. Some DEC members also raised the need 
to improve the reporting system of strategic agendas but this issue needs to be discussed after establishing 
the strategic agenda for Strategy 2030 because we do not know the strategic agenda that will be defined 
in the strategy yet. Management also raised that it is unclear if the new strategy will include details of 
organizational changes. 
 
10. Majority of the DEC members agreed on the importance of information technology’s convergence 
into industries and the effectiveness of the preventative activity. Creating environments for innovation is 
critical for countries to sustain their growth, as many governments and MDBs lack the capability to promote 
innovation through specific strategies. To create more inclusive markets where those few have an idea of 
innovation can be part of solutions to preserve success and profits. A DEC member asked for more 
explanation on what is eligible for funding from an innovation fund and expressed concern about using the 
word “innovation” since it is difficult to define. IED agreed with the importance of disruptive technologies 
and the need for ADB to pay attention to the effect of these technologies. Furthermore, IED opined that 
with countries’ increased financing options, the Bank should view the creation of new regional banks as  
potential market disruptors. To remain relevant, the Bank has to build on its strengths and continue to be 
an infrastructure bank based on the knowledge and expertise gained over the years. The DEC chair agreed 
that we have to find our value proposition and move toward innovation technology given the situation, but 
we should be careful not to have it trade-off with rising inequality. IED responded that we should consider 
what our core competency is in light of our expertise and comparative advantages in infrastructure over the 
last 50 years. Management agreed with recommendation 5 that seems to be a key element for the major 
recommendation of moving away from just supporting basic infrastructure to supporting high technology, 
innovative infrastructure through leveraging and crowding in more private sector financing. 
 
11. Another DEC member raised the need to review the current governance of the Private Sector 
Operations Department (PSOD) considering that International Finance Corporation (IFC) follows their own 
rules that are more fit to the financial markets. The DEC member also encouraged revisiting the current 
graduation policies. IED responded that the environment is ripe enough to scale up operations in private 
sector although there are some challenges. It is also important to create the right conditions so that PSOD 
can develop its business efficiently. Management however raised concerns about creating a separate entity 
for private sector operations because it will be a challenging endeavor mainly due to capital-related issues. 
As for graduation policy, IED agreed that it has to be dealt with now as part of the strategic framework. 
Management mentioned that ADB needs to reconsider whether graduation policy will still be relevant given 
that more than half of DMCs will become UMICS by 2030. As for the thematic areas, they recognize there 
will be a shift on our focus from the basic infrastructure service to a more comprehensive/innovative area 
of infrastructure. But it will not alter the fact that we should be responsive to the needs of our development 
countries. 
 
12. A DEC member agreed with the idea that resilience needs to be upgraded to the level of a value 
proposition and expected to see more emphasis on resilience that covers not only economic 
shocks/pandemics but also natural disasters which is not related to the environment or climate change such 
as earthquake and tsunamis. IED agreed that resilience should be beyond ESG and environment and has 
to be a central activity going forward.  
 
13. A DEC member sought clarification on the relationship between recommendation 1 and 
recommendation 2. If it means ADB should focus on operations in those seven thematic areas and reduce 
operations in other areas, it might not be ideal because some other areas such as human resource 
development, social protection and lagging areas seems to be more important for ADB’s operation. 
Although management agreed with the second recommendation that focuses on seven identified thematic 
priorities, they reminded that ADB should not be bound by these seven areas as these are more relevant 
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for MICs and UMICs. Management stressed the importance of integrated cross sector thematic approaches 
that we have followed as well as public private approaches to deal with future cities program. 
 
14. A DEC member agreed to the idea that the quality is one of the issues which ADB needs to address 
to contribute to the region’s growth rate. Another DEC member however commented that it would be much 
helpful to have a more refined way of measuring contributions to inclusiveness of growth and to have a 
better framework classifying pillars 1,2 and 3. Management also raised that there is a problem with the 
definition of inclusive growth and how to measure our contribution to inclusive growth. A DEC member 
encouraged management and IED to work on clarifying the quality of growth and measurements. Thus, 
there is a need for further discussion on how to define this and how to convey in the paper for more 
quantifiable contents. 
 
15. A DEC member fully agreed that ADB should aim to become a much more advanced knowledge 
solution provider by improving our capacity as a learning institution; in particular, urban development and 
green city development are cross-cutting sectors where we can play a crucial role. Moreover, we need to 
strike the right balance between being an ambitious, innovative knowledge solution provider and being an 
effective Bank providing practical support/funding to our clients. IED responded that “being a family doctor 
for everyone” is not realistic for sophisticated clients, so a bifocal approach should be considered. IED also 
explained about two types of challenges, strategic challenges and implementation challenges. As for 
strategic challenges, achieving a right balance between knowledge and operations is complicated although 
there is a good agreement on it. Regarding implementation challenges, they encompass a mixture of 
several issues: scaling up and promoting integration of private sector operations into the rest of the 
institution, blending private and public, creating a healthy environment for both types of operation to strive 
within the institutional framework.  

 
IV. Revision to the IED Work Program 
 
16. IED requested to postpone the evaluation of Policy-based Lending (PBL) to the first quarter of 2018 
as the work proved to be more complex than they anticipated. SPD has agreed to the revised timing since 
it would also be adequate for the discussion on ADF. As such, DEC members have also agreed to the 
revised IED Work Program. 

 
 
 


