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Evaluation Recommendations, Management Responses and Action Plans in Report Year 2015 

No. Independent Evaluation Recommendation 

Management 

Response Action Plan 

Country Assistance Program (CAPE) Papua New Guinea 

1 

 

Macro and fiscal management: Jointly with the 

International Monetary Fund and the World Bank, 

ADB needs to strengthen the government's capacity 

to monitor debt, and improve transparency in the 

management of resource revenue, and in particular, 

transparency of off-balance-sheet liabilities. A 

contraction in fiscal revenues will reduce the 

country's ability to borrow to develop and maintain 

assets financed by ADB. The 2003 Country Assistance 

Program Evaluation recommendation, managing 

debt levels and introducing systemic changes to 

public resource management, is still valid. National 

government debt of on-balance-sheet liabilities was 

about 35% of gross domestic product in 2014. This 

target is broadly sustainable and in line with the 

limits set in the government's medium-term fiscal 

strategy for 2012-2017. However, a number of off-

balance-sheet liabilities raise fiscal risks. The total 

amount of off-balance-sheet liabilities in 2014 

almost equals the total amount of on balance-sheet 

liabilities including the financing of the government's 

equity stake in the Liquefied Natural Gas project. 

These risks are not transparent and cannot be 

monitored by lenders, and the weak financial 

management system creates risks for all lenders in 

PNG. This fiscal risk is particularly important for PNG 

as the economy relies heavily on natural resources 

where prices have fallen substantially over the last 12 

months, and a slowdown in economic development 

directly affects financial stability of the government. 

  

Recommendation not accepted. IED should have 

acknowledged that ADB is already fully engaged 

on this issue with these partners. As such, and 

unless IED sees areas where the dialogue is not 

taking place or is incomplete, Management finds 

it difficult to understand the basis for the 

recommendation. Management agrees with the 

principle but cannot figure out the details. ADB 

has been and will continue to support debt 

management and sustainable fiscal policies 

through high-level discussions, knowledge 

products, commentary on economic plans and 

advocacy. Management also confirms that ADB 

actively participates as a Mission team member in 

the annual IMF Article IV assessment. Similarly, 

ADB has been actively supporting efforts to 

develop local capital markets and will continue to 

lead on the reform of ‘off-budget' entities. 

No action required. 
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No. Independent Evaluation Recommendation 

Management 

Response Action Plan 

2 

 

 

Transparency and accountability in project 

management: ADB needs to help the government 

monitor and report on project selection, resource 

allocation, and project implementation and 

operation. Weak governance, unwarranted 

intervention in project selection, and less than 

transparent decision-making for project financing, 

makes monitoring and evaluation an essential 

requirement if gains are to be made to the 

effectiveness, efficiency, and sustainability of 

projects. The development of a project monitoring 

system for the life of project assets is a key step to 

improve performance. Support is needed to 

strengthen planning systems and procedures, 

improve project design and supervision capacity, 

establish baselines and targets to assess and report 

on development effectiveness, and reflect findings in 

subsequent cycles of project planning and 

implementation.  

Recommendation accepted. Management agrees 

with the proposal. Indeed, ADB is expanding its 

efforts in this area. ADB continues to support the 

government to improve infrastructure budget 

coordination and execution. ADB project officers 

have been working directly with executing 

agencies to strengthen their project selection and 

implementation performance. Furthermore, the 

resident mission has now established a dedicated 

results monitoring focal point that will be 

responsible for working with executing agencies 

to collect, analyze, and report on project 

implementation performance and results. 

ADB will continue to support the 

government's efforts to improve the 

transparency and coordination of 

infrastructure budgeting and 

execution through staff-driven 

advisory work. 

3 Sustainable institutional capacity development: A 

road map is required that has both short and 

medium-term components to strengthen 

institutional structures, and enhance human and 

financial capacity. In the short term, ADB needs to 

increase opportunities in its projects for human 

capacity development by providing hands-on 

training, and strengthen institutional financial 

capacity. ADB needs to shift from demonstration by 

ADB staff, external contractors, and consultants to 

hands-on training of existing agencies through 

exchange of knowledge and skills, and development 

of human capacity in project management, asset and 

financial management. In the medium term, support 

needs to be provided to the government to help it 

Recommendation not accepted. Management 

agrees with the rationale and spirit of the 

recommendation but do not support the 

approach prescribed in the report. Management 

supports the need for a clear institutional and 

capacity development effort. ADB has been and 

will continue to work in partnership with other 

development partners to develop an appropriate 

capacity building approach that is linked to our 

ongoing operations. However, the 

recommendation is unclear on whether ADB 

should be held responsible for a nationwide short- 

and medium-term capacity building road-map or 

whether this should be undertaken by another 

development partner or government. 

No action required. 
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No. Independent Evaluation Recommendation 

Management 

Response Action Plan 

review existing administrative practices and 

procedures and formulate sustainable institutional 

arrangements. There is a need to address the issues 

arising from the complex institutional landscape in 

Papua New Guinea. Many of these agencies have 

duplicate and conflicting functions and they do not 

have the capacity to perform their responsibilities. 

The organizations established with ADB support are 

responsible to operate, maintain and regulate 

outputs of the ADB projects, but they are not 

functioning effectively. Support is required to 

develop sustainable and efficient sources of funding, 

particularly in the road sector which accounts for 

45% of the transport program, and performance of 

asset management functions is dependent upon 

budget finance.  

4 Rural health services: ADB needs to deepen its public 

health support to local governments, 

nongovernment organizations and private sector. 

The establishment of local governments after 

independence displaced the traditional 

organizations, which previously provided social 

services, but the former did not gain the ability to 

provide the same level of services, particularly in 

sectors such as health. The country has a large 

burden of disease, and its health indicators have not 

significantly improved. Limited access to primary 

care facilities in rural areas disproportionately affects 

the poor. The government and development partners 

expressed an interest in continued ADB support in 

the health sector. The HIV/AIDS Prevention and 

Control in Rural Development Enclaves Project 

approved in 2006, supported innovative public-

private partnership arrangements to mitigate weak 

local governance and strengthen rural economic 

Recommendation not accepted. The IED report 

could have better acknowledged our work and 

results in this area. The recommendation is not 

wrong, but ADB is already involved.  Specifically, 

ADB has been and will remain engaged in PNG's 

public health, and the sector is a priority under 

the current and next CPS 2016-2020. The scale of 

ADB operations must, however, consider other 

government priorities, the allocation of 

development partner resources and the capacity 

of the sector agencies to absorb additional 

investments. For these reasons, ADB will invest 

strategically in the health sector. The involvement 

will respond to a clear demand by the 

Government, and the opportunity to make a 

sustainable impact on outcomes. ADB activities 

will continue to be implemented in close 

coordination with church groups, civil society, and 

No action required. 
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Management 

Response Action Plan 

operators to extend and improve health service 

delivery and HIV prevention in rural areas and this 

concept could be further developed.  

the private sector. 

5 Women's empowerment: ADB needs to improve the 

awareness of gender issues through dialogue with 

local political leaders, and faith-based and 

nongovernment organizations, and help women 

participate more in poverty reduction efforts. Gender 

mainstreaming continues to be necessary to ensure 

equitable sharing of development resources provided 

by ADB. ADB could strengthen the capacity of its key 

counterpart agencies and departments to formulate 

and implement gender strategies by technical 

assistance. At the same time, given the cultural 

diversity in the country, a one-shoe-fits-all approach 

will be inadequate. ADB needs to help to strengthen 

the capacity of grassroots institutions to address 

gender-based violence and other practices that 

disempower women in ADB project areas.  

Recommendation accepted. Management agrees 

with this recommendation. ADB will continue to 

proactively engage with civil society and political 

leaders to prioritize gender mainstreaming in all 

operations and promote gender sensitivity of 

project designs. The draft PNG Country 

Partnership Strategy 2016-2020 Results 

Monitoring Framework includes gender 

disaggregated targets for every sector, while the 

PNG Country Knowledge Plan highlights gender 

mainstreaming as a priority and lays out an 

enhanced role for PNG Resident Mission in 

monitoring the impact of these efforts. 

ADB will create a dedicated Results 

Monitoring database in the Resident 

Mission to undertake dialogue with 

civil society and enhance the 

tracking of financial and impact 

performance. ADB will prepare and 

collect data for gender 

disaggregated project results 

monitoring frameworks.  

Country Assistance Program (CAPE) People's Republic of China  

6 Strengthen the role of ADB as an honest broker in 

fostering cooperation within CAREC and the GMS 

and in the PRC relations with other ADB members. 

This role is likely to become more important as the 

Silk Road Fund and other PRC-aid packages bring in 

more connectivity infrastructure. ADB will have the 

opportunity to leverage its own resources by 

partnering with the PRC to cofinance connectivity 

infrastructure and other cross-border investments. 

This will likely make ADB's honest broker role more 

challenging, although the CAREC, GMS and other 

countries in the Asia and Pacific region would be 

more likely to rely on ADB in dealing with an unequal 

partner such as the PRC. ADB would need to 

Recommendation accepted. Management agrees 

with the recommendation. ADB has been 

facilitating regional cooperation activities for 

many years under both these subregional 

programs. The interventions covered physical 

connectivity, trade and investment facilitation, 

and the promotion of regional public goods. PRC 

has been an active and constructive member of 

both programs. Recognizing PRC's and other 

countries' (e.g., South Korea and Japan) intentions 

to substantially enhance infrastructure investment 

in the region, ADB will try to promote these 

subregional programs as effective platforms to 

further engage PRC and other countries to deepen 

This recommendation will be 

addressed by the following sub-

actions:  

1. The East Asia Regional 

Cooperation Strategy (RCS) is 

under preparation which covers 

the PRC. The RCS will examine the 

RCI existing landscape and 

develop strategies on how ADB 

can add value. 

2. The East Asia Regional 

Cooperation Strategy (RCS) is 

under preparation which covers 
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Management 

Response Action Plan 

continue to be selective in facilitating projects and 

programs that clearly show poverty reduction 

benefits, pollution control, climate change, and 

other regional public goods benefits in the 

concerned CAREC, GMS and other ADB borrower 

countries.  

cooperation across relevant areas. A new regional 

economic cooperation and integration operational 

plan is under preparation within ADB. This is 

expected to serve as the basis for coordinating the 

programs, and financing more regional 

cooperation activities in both subregions. 

the PRC. The RCS will examine the 

RCI existing landscape and 

develop strategies on how ADB 

can add value. 

3. Engage PRC provinces 

participating in CAREC and GMS 

programs and implement RCI 

projects in these provinces in 

close coordination with 

neighboring countries. 

4. Facilitate CAREC and GMS by 

supporting their secretariats; 

participating in the respective 

transport and railways working 

groups; and through cross-

departmental coordination and 

joint project development. 

5. Pursue investments in 

infrastructure, transport and 

trade facilitation, and cross-

border economic zones through 

pipeline projects.  

7 Vastly increase support for addressing climate 

change and protecting the environment. ADB's 

memoranda of understanding with the government 

on environmental protection and addressing climate 

change provide a good basis for continued 

cooperation in these areas. In consultation with the 

government, ADB can identify certain well-defined 

areas where it can make visible contributions to the 

government's programs. This will require a mix of 

activities that, when combined, can demonstrate 

ways of achieving an inherently clean, resource 

efficient and/or climate-friendly growth path.  

Recommendation accepted. Management agrees 

with the recommendation. This agreement comes 

with two provisos.  The first is that Management 

will retain flexibility in terms of the type and 

nature of interventions.  The examples given in 

the report are interesting possibilities, but may 

not necessarily be the ones ultimately 

adopted.  The second relates to the term "vastly". 

While a major strategic priority of the new 

Country Partnership Strategy 2016-2020 currently 

under preparation is indeed to support the PRC 

efforts to realize an "ecological civilization" 

through environmental sustainability and 

Climate change and environment is 

one of the three strategic priorities 

of the new CPS 2016-2020 for the 

PRC.  

Complementary Actions: 

1. Implement the 2 MOUs: (i) one on 

environmental protection with 

the Ministry Environmental 

Protection; and (ii) the other on 

climate change with the National 

Development and Reform 

Commission. 
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pollution control, as well as mitigation of and 

adaptation to climate change, the proportion of 

such assistance in the overall program is 

something to be determined through discussions 

with the government and not something ADB can 

unilaterally decide. Besides, the term "vastly" is 

highly subjective. With these caveats, ADB is 

working closely with the PRC authorities to 

develop a work program to implement the 

initiatives under the memoranda of 

understanding with the Ministry of Environmental 

Protection on environmental protection, and with 

the National Development and Reform 

Commission on climate change with strong 

intention/desire to substantially increase our 

assistance program in these areas. 

2. Participate in water, environment, 

and climate change sector and 

thematic groups to ensure that 

PRC portfolio benefits from up-to-

date international experiences. 

3. Screen infrastructure investments 

through the environmental 

protection and climate change 

lens. 

4. Support mitigation of climate 

change by continuing to 

implement the Sustainable 

Transport Initiative, with pipeline 

projects.  

8 Focus on reducing social inequalities and poverty.   Recommendation accepted. Management agrees 

with the recommendation. This agreement applies 

mainly to the direction and spirit of the 

recommendation. It does not imply acceptance of 

the suggested means. ADB will support the areas 

in which the government seeks ADB assistance. 

ADB hopes to continue or even expand assistance 

to address the types of inequalities where ADB 

has a comparative advantage and can be 

effective, in consultation with the government. To 

reduce inequalities in the People's Republic of 

China, ADB intends to support (i) infrastructure 

investment (e.g., clean water and sanitation, flood 

mitigation, and connectivity) in urban and rural 

areas; (ii) education programs, 

particularly  technical and vocational education 

and training and higher education policy; (iii) 

access to affordable social services (e.g., elderly 

care) for the poor; and (iv) expansion of financial 

Inclusive growth is one of the three 

strategic priorities of the new CPS 

2016-2020 for the PRC.  

Complementary Actions: 

1. Support projects in less developed 

regions of western and 

northeastern PRC to help reduce 

inequality and regional 

disparities; and support more 

balanced urban and rural 

development. These are reflected 

in the 2016-2018 project pipeline. 

2. Support technical and vocational 

education and training and 

higher education reform, focusing 

on lower tier universities in the 

poorer western provinces. 

3. Improve connectivity for access to 
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services for agricultural modernization and value 

chain development in rural areas. To directly 

support the efforts to reduce poverty, ADB 

intends to promote productivity, market 

connectivity, food safety, and climate resilience to 

address obstacles to rural development in the 

poverty counties. 

social and economic 

opportunities through 

infrastructure projects focusing 

on poverty areas.  

9 Support tracking the implementation of the reform 

program. The government acknowledges it lacks a 

system to gauge the extent to which the central 

government's reform initiatives are followed and 

implemented at provincial and local levels. Through a 

mix of technical assistance and loan support 

(including the results-based lending modality), ADB 

can help establish and/or build upon existing 

monitoring systems.  

Recommendation not accepted. Management 

disagrees with the recommendation. The 

government has not requested ADB to track 

reform progress, which includes many areas 

falling outside ADB's sectoral and geographic 

scope of operations in the People's Republic of 

China. The Third Plenum reform agenda aims to 

promote modernization of the national 

governance system and capacity, together with 

systematic, integrated and coordinated 

socioeconomic development and environment 

protection. While a template for reform 

implementation has been issued by the 

government, tracking its progress will be 

challenging. Notwithstanding the difficulties, ADB 

will continue to closely follow the government's 

reform implementation progress in the areas of its 

operations, and support it through sector work 

and policy dialogue. 

No action required. 

10 Intensify support for public sector management. 

Given the importance of fiscal management and 

capacity building at provincial and local levels in the 

ongoing reform program, ADB needs to remain 

focused on these two PSM areas.  

Recommendation accepted. Management agrees 

with the recommendation. This agreement is 

contingent on the government wishing to have 

ADB involved in this area, and does not imply 

acceptance of the means specified in the report. 

ADB has already conducted relevant assessments 

and published several reports on the subject, 

including "Money Matters," and "Local 

Knowledge will be shared on best 

practices of public sector reforms at 

local government levels. 

Complementary Action: 

1. The bottom-up approach will be 

adopted with formulation of 

demonstrative sovereign and non-

sovereign projects (including PBLs 
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Government Public Sector Management- 

Challenges and Opportunities." ADB has also 

assisted the Ministry of Finance in preparing 

medium-to long-term fiscal reform road maps. 

Indeed under the new CPS currently under 

preparation, ADB intends to continue providing 

support in areas where the Government seeks 

assistance and ADB has comparative advantage. 

Yet, this is a delicate field, and careful discussion 

is needed with the authorities before any specific 

intervention can be included in the final business 

plan. 

 

and RBLs) to strengthen local 

government finance, and develop 

capacity in transforming SOEs 

and implementing PPPs.  

11 Continue Private Sector Operations Department's 

private sector finance and East Asia Department's 

policy dialogue. Total factor productivity for non-

state enterprises has grown faster than that for 

state-owned enterprises, which provides a good 

rationale for ADB to continue nonsovereign and 

private sector operations in the PRC.   

Recommendation accepted. Management agrees 

with the recommendation. This agreement applies 

to the principle of the recommendation, and not 

to the list of prescriptions in the report. The type 

of interventions must be flexible and in line with 

market conditions.  ADB certainly intends to 

expand private sector (nonrecourse) operations in 

PRC. However, this strategy could be easily 

affected by country and transaction risk limits. 

With respect to policy dialogue, we expect to 

further expand and deepen it, at several 

levels.  One of the goals is to strengthen the 

enabling environment for private sector 

participation. With respect to local currency bond 

issuance, ADB will closely monitor market 

developments and explore new opportunities to 

expand ADB's local currency lending through 

offshore CNY bonds, as well as onshore 

complementary loan syndications. With respect to 

equity investment in companies and financial 

institutions, the PSOD has achieved a high 

This recommendation will be 

addressed by the following actions:  

1. Further expand and deepen policy 

dialogue through consultations, 

workshops, country programming 

missions, and management visits. 

2. Monitor market developments 

and explore new opportunities to 

expand ADB's local currency 

lending through off-shore CNY 

bonds as well as on-shore 

complementary loan syndication, 

working with the wider financing 

community. PSOD will continue 

to respond to market demand 

and structure projects to further 

catalyze commercial co-finance in 

equity and debt. 

3. PSOD notes that the number of 

PSOD staff needs to be increased 

for effective handling of 
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financial return in such operations and 

contributed to their growth, as well as to their 

corporate governance and safeguard practices. 

Further growth in this area requires more 

resources. With respect to private equity funds, 

although the performance of largely sector 

specific PRC-focused funds was mixed, more 

diversified funds performed better. The quality of 

fund managers also matters. As part of its recent 

efforts to strengthen ADB's private equity 

business, PSOD has developed a new business 

strategy to enhance both financial returns and 

development impacts; and to improve fund 

investment results and operational efficiency. 

processing and monitoring of 

rapidly increasing nonsovereign 

operations and this need has 

been raised with management as 

part of the overall critical need to 

grow PSOD's staff and budget. 

4. As part of its recent efforts to 

considerably strengthen ADB's 

private equity business, PSOD has 

developed a new business 

strategy to enhance both financial 

returns and development impacts, 

and PSOD will improve fund 

investment results and 

operational efficiency. 

5. Further expand and deepen policy 

dialogue through consultations, 

workshops, country programming 

missions, and management visits. 

6. Monitor market developments 

and explore new opportunities to 

expand ADB's local currency 

lending through off-shore CNY 

bonds as well as on-shore 

complementary loan syndication, 

working with the wider financing 

community. PSOD will continue 

to respond to market demand 

and structure projects to further 

catalyze commercial co-finance in 

equity and debt. 

7. PSOD notes that the number of 

PSOD staff needs to be increased 

for effective handling of 

processing and monitoring of 
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rapidly increasing nonsovereign 

operations and this need has 

been raised with management as 

part of the overall critical need to 

grow PSOD's staff and budget. 

8. As part of its recent efforts to 

considerably strengthen ADB's 

private equity business, PSOD has 

developed a new business 

strategy to enhance both financial 

returns and development impacts, 

and PSOD will improve fund 

investment results and 

operational efficiency.  

Corporate Evaluation Study on ADB Support to Small Pacific Island Countries 

12 The new Pacific Approach 2015-2020 should have a 

sharper focus on how ADB engages in the smaller 

island countries and those affected by FCAS. This 

would respond to the unique challenges they face 

and improve the limited and declining effectiveness 

of support provided to them so far. A stronger 

emphasis for the PIC-10 complies with ADB's Charter 

to pay special regard to the needs of small states. 

PARD would elaborate its PIC-10 programs through 

annual country operations business plans 

underpinned by country diagnostics and political 

economy analysis. The new Pacific approach would 

continue to provide overall direction for Pacific 

regional priorities as well as support for regional 

cooperation and integration.  

Recommendation accepted. ADB agrees that the 

new Pacific Approach will guide ADB's 

engagement in the Pacific, outline regional 

cooperation and integration activities, and direct 

ADB's work in the PIC-10 countries. The four 

larger Pacific developing member countries (Fiji, 

Papua New Guinea, Solomon Islands, Timor-Leste) 

will have their own country strategy partnerships 

that guide their country operations. 

PARD will prepare a new Pacific 

Approach for BOD approval that will 

guide ADB's engagement in the 

Pacific, outline regional cooperation 

and integration activities, and direct 

ADB's work in the PIC-10 countries. 

13.a For stronger and sustained development 

effectiveness in the Pacific, ADB needs to better 

resource PARD. Achieving success in fragile states 

and low capacity settings is human resource 

Recommendation not accepted. ADB agrees with 

the principle that working in fragile states and 

low capacity settings can be human resource 

intensive. PARD's staffing needs will be considered 

No action required. 



2016 Annual Evaluation Review Linked Document G  | 11 

 

No. Independent Evaluation Recommendation 

Management 

Response Action Plan 

intensive requiring hands on support and extra 

allowance for monitoring and supervision. The 

Pacific Approach and the FCAS approach both need 

higher than usual staffing per operation and amount 

financed, yet the average number of officers per 

operation is lower than most other regional 

departments. As the Pacific Approach requires strong 

and steady support for changes in business 

processes and practices, there is also value in 

ensuring better continuity of PARD senior 

management teams.  

as part of the ongoing ADB-wide workload audit 

and workforce analysis, which will be used to 

assess the overall ADB staffing requirements. The 

analysis will review quantitative and qualitative 

factors, including fragility and weak counterpart 

capacity. ADB has increased its resources and field 

presence in the Pacific over the last 10 years. 

PARD has also made efforts to maximize existing 

resources by delegating more responsibilities to 

field offices and by outposting staff. PARD has 

further supplemented its resources through 

innovative collaboration with development 

partners to increase its presence in Pacific 

developing member countries. 

13.b In the 2015 Work Force Audit (WFA) and Workforce 

Analysis, ADB should pay special attention to PARD 

staffing both in Manila and in the field, as well as 

the expertise and skills needed for working in FCAS 

countries. The work force analysis should also look at 

how consultants can be provided ADB staff status 

through fixed-term contracts, so that they can be 

given more authority and accountability to act on 

behalf of ADB in the field.  

Recommendation partly accepted. PARD's staffing 

needs will be considered as part of the ongoing 

ADB-wide workload audit and workforce analysis, 

which will be used to assess the overall ADB 

staffing requirements. The analysis will review 

quantitative and qualitative factors, including 

fragility and weak counterpart capacity 

The WFA is already under way. It will 

analyze bankwide staffing resource 

allocation, including in PARD 

(Resident Missions and 

Headquarters), from qualitative and 

quantitative perspectives. 

Counterpart capacity will be 

implicitly considered by taking into 

account a DMC's country 

classification and FCAS status in the 

analysis. The WFA will identify 

resource allocation issues to be 

addressed through subsequent 

annual WPBF and budget processes, 

including through internal 

redeployment. Recommendation 2a 

on increased resources for PARD will 

be considered after results from the 

WFA are available. 

14 ADB would want to support a broader approach to Recommendation not accepted. While ADB agrees No action required. 
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climate change and disaster risk management in 

small Pacific islands. ADB has scaled up its support 

for climate change adaptation and mitigation in the 

Pacific and has supported country efforts to attract 

global climate change funds. But ADB can do more 

given the extreme threat of climate change, natural 

disasters, and sea level rise. ADB should further scale 

up its support for adaptation that could include 

ecosystem-based approaches and tighter integration 

with disaster risk management. These issues would 

need to be pursued in collaboration with other 

development partners and could be financed with 

Green Climate Funds in addition to Asian 

Development Fund and ordinary capital resources. 

ADB's plan for scaling up support for climate change 

needs to be set out in the new Pacific Approach.  

with the importance of this issue, we are already 

broadly engaged in this area. ADB regularly 

incorporates climate resiliency elements into its 

project work in Pacific countries.  As the study 

itself notes, 40% of loan and grant operations 

from 2010-2013 supported environmental work. 

ADB also works extensively with Pacific developing 

member countries to enhance public sector 

capacity to mainstream climate change planning 

and to strengthen public institutions for disaster 

risk management. ADB will continue to work with 

development partners on climate change, and we 

expect to be accredited as a partner of the Green 

Climate Fund later this year. 

15 To improve project preparation and readiness in 

Pacific island countries, ADB has to expand use of its 

project design facility. Time spent on detailed project 

preparation and pre-project implementation 

activities pay off in terms of more efficient 

implementation and better results. Since projects in 

Pacific countries have lower than average success 

rates, ADB needs to intensify efforts to convince 

Pacific countries that the design facility could 

improve project readiness, build ownership, reduce 

project costs, and improve development 

effectiveness.  

Recommendation accepted. ADB agrees that the 

project design advance (PDA) is an appropriate 

instrument for small remote Pacific island 

countries where weak project readiness often 

adversely impacts project implementation. In 

2014, ADB introduced the concept of a master 

agreement for PDAs to alleviate legislative and 

regulatory hurdles that some developing member 

countries may face in processing individual PDAs. 

ADB can also offer technical assistance loans to 

finance detailed engineering design prior to 

project approval. 

PARD will begin processing its first 

use of a PDA this year. 

16 ADB must further strengthen its approach for 

capacity building in PSM operations in the PIC-10. 

While PSM operations dominate the portfolio in 

Pacific countries, and have recently had more 

success, this could easily be reversed. These countries 

are known to suffer from a lack of capacity, and 

Recommendation not accepted. ADB is already 

heavily involved in public sector management in 

Pacific countries. The study acknowledges that, 

"PSM operations have grown to dominate ADB 

interventions in the 10 smaller Pacific countries, 

particularly fragile and conflict-affected situation 

No action required. 
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weak infrastructure and service delivery, which 

impede sustainable development outcomes. ADB 

should expand its support for public financial 

management, and private sector development, 

through a mix of sustained policy-based operations, 

investment projects, and technical assistance to 

better support public sector capacity. Given low 

capacity in small and fragile and conflict-affected 

situation countries, special attention ought to be 

paid to increasing resources for Pacific technical 

assistance. 

countries." Capacity building in the PIC-10 is a 

long-term endeavor, and ADB will continue to 

work in this area in close coordination with the 

governments and other development partners. 

Corporate Evaluation Study on ADB’s Trade Finance Program 

17 Flexibility and Use: The gap between supply and 

demand for trade finance in Asia and Pacific region is 

large and there is a clear need to maintain the TFP 

program. Given the actually unused program limit 

amounts of some 40% in the last four years, and 

declining revenues and profitability of TFP program 

over the same period, it pays to improve utilization. 

Providing contingent funding support for TFP could 

be considered so it can be expanded in response to a 

financial crisis, and scaled-back thereafter. 

Recommendation not accepted. Management 

disagrees with the recommendation to lower the 

program's limit and introduce a contingency 

buffer to cope with crises. Given the unique 

nature of the trade finance business, it is 

important to ensure that imputed capital is 

maintained at an appropriate level, 

commensurate with the risk and exposure levels 

of the program. Lowering the limit would 

significantly reduce the results generated by the 

program, including the facilitation of $3.4 billion 

to $4 billion of trade through over 2,000 

transactions a year (over 90% of which are in 

Asian Development Fund countries), support to 

over 1,500 SMEs annually, and the mobilization of 

$10 billion in commercial co-financing. Conscious 

of the need to better leverage ADB's finite capital 

resources, ADB ‘risk weighted' the program at 

55% in 2011. This is considered reasonable, 

although management will continue to evaluate 

alternatives to further reduce such risk weighting 

as the program's operational results and credit 

No action required. 
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profile mature. Management disagrees with the 

characterization of TFP's utilization rate as 

‘low.'  In fact, TFP's utilization rate is relatively 

high compared to private sector and multilateral 

comparators.  Further, adding commitments to 

exposures in determining utilization (which is a 

standard practice in all financial institutions) 

indicates that TFP's actual utilization 

(commitments + outstanding) averages 70%, 

with peaks at over 90%. As such, any reduction in 

the limit may: (i) impede overall TFP activity, 

including for SMEs; and (ii) lower co-financing 

performance. 

18 Strategic Direction: There is a need to prepare a 

business plan that can be used as the basis for a new 

program document to be approved by ADB's Board 

of Directors. The new business plan could provide 

details and targets, including details on value of 

transactions for possible incremental expansion of 

the TFP into poorer countries, and strategies to 

increase share of banks in the program that have the 

most difficulty in accessing trade finance. 

Incrementally, the plan could target sectors for 

support that are conducive to SMEs and reduce its 

reliance on oil, specify graduation criteria (for issuing 

banks), outline cooperation-arrangements with 

MDBs, and define strategies for better linking ADB 

trade finance with other ADB financial products. 

Consideration ought to be given to adopting a more 

pro-active approach that seeks to also include 

smaller private issuing banks focusing on SMEs. 

Recommendation not accepted. The program 

does not lack strategic direction. As such, 

Management disagrees with the 

recommendation. In 2012 the program 

underwent a major change in scope.  At the time 

it was also agreed that the Private Sector 

Operations Department (PSOD) would report to 

the Board every three years, and that as part of 

this report, TFP will set out its three year strategy, 

along with appropriate targets. In the meantime, 

TFP's "five-phased expansion strategy", "market 

based strategy", and "distribution (co-financing) 

strategy" were articulated in the 2009 and 2012 

Board submissions. In Management's view, the 

less market-focused, more prescriptive strategic 

approach recommended by the CES would 

undermine the program's relevance and 

effectiveness. For example, the recommendation 

that the program reduce its activity with Tier One 

banks (including state-owned banks in some 

DMCs) is counter to the realities of how the trade 

finance market operates.  Tier One banks have the 

No action required. 
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highest market demand for TFP guarantees.  Most 

trade is conducted through larger Tier One banks, 

and in order for the program to stay relevant and 

effective in closing market gaps, these banks 

cannot be excluded from the program. That said, 

it should also be duly noted that TFP has many 

smaller participating banks. These banks are also 

selected based on market demand and following 

ADB's rigorous risk assessments. The evaluation 

does not show that TFP graduated the Philippines 

in Q1 2014. This was the result of limited market 

demand. TFP's strategy with respect to graduation 

will continue to be market focused and gap 

driven. This will be covered under the 2015 report 

to the Board. 

19 Line of Business: It would pay to operate the TFP as a 

line-of-business with sufficient staff to operate as a 

routine program. Technical assistance can be used to 

finance capacity development and not be used to 

finance routine program implementation. It would 

be useful to invest in technology to support 

automation of TFP and ensure that it allows the 

program to provide timely reports on development 

results and profitability. 

Recommendation accepted. Management agrees 

with the recommendation to increase human and 

budgetary resources to support the program. 

Management also agrees with the need for 

stronger information technology support. In 

2012, TFP designed a comprehensive information 

technology system to administer transactions, 

manage exposures and provide detailed reporting. 

TFP is now working closely with the Office of 

Information Systems and Technology to roll out 

and implement the new system in 2015. 

1. With regard to human and 

budgetary resources, 

implementation is ongoing. In 

2015, 1 IS and 1 NS positions 

were provided for the program. 

Remaining requirements will be 

met through 2016 and 2017 

budget. 

2. The IT design has been completed 

in 2012, and is expected to be 

rolled out and implemented by a 

dedicated TFP/OIST 

team.  Extensive testing and bug 

cleaning is currently underway. 

OIST and TFP management meet 

every two weeks to ensure 

implementation is on track. 

20.a Profitability and Risk Measures: Profitability needs to 

be improved by reducing exposure to low-fee 

Recommendation not accepted. Management 

disagrees with this subrecommendation. As 

No action required. 
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transactions, improving utilization, and 

strengthening the linkages between the TFP and 

other PSOD lines of business. 

indicated in the CES itself, TFP's profitability 

compares favorably to other comparators being 

quoted in the report. TFP's profit in 2014 is 

expected to be over 10% higher than in 2013. 

While TFP seeks to maximize profit, this aim 

should also be balanced against having to operate 

in high-cost/low-return regions and countries, as 

well as the need to develop and deliver effective 

knowledge products. Reducing TFP's support for 

oil transactions would reduce profitability, instead 

of increasing it. Energy imports are critical to 

development, especially in DMCs such as Pakistan, 

and the TFP should respond to such imperatives. 

In terms of business spin-offs, TFP works closely 

with other sections within PSOD and other 

departments. TFP's credit information and 

contacts on some 100 banks is PSOD's first stop 

for information in originating and assessing new 

financial institution businesses. Further, 

Management notes that over 80% of PSOD's 

Board-approved transactions for direct financial 

support to such institutions between 2009 and 

2013 were for TFP banks. TFP's credit information 

has been widely used by CWRD and SERD, and TFP 

has also worked closely with the Office of 

Regional Economic Integration, Treasury 

Department and Regional and Sustainable 

Development Department to deliver knowledge 

products. TFP is coordinating extensively its work 

with other multilateral development banks 

(MDBs). TFP played a key role in the start-up of 

the African Development Bank's trade finance 

program, as stated in the CES. TFP also 

coordinates monthly with the International 

Finance Corporation (IFC) to share market and 
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pricing information and has closed several co-

financing transactions with IFC's trade finance 

program. TFP continues to work closely with Inter-

American Development Bank to promote South-

South trade.  Relying on credit decisions by other 

MDBs is not believed to be a prudent way of 

undertaking risk management. For the TFP banks 

rated by rating agencies - many are not - TFP uses 

the available information along with its own 

assessments. However, private sector information 

on TFP banks is scant, reflecting existing market 

gaps and pointing to ADB's important role in this 

space. ADB's TFP team has developed expert 

knowledge of its banks through a rigorous due 

diligence process. This process and the ensuing 

information acquired underpin TFP's ability to 

provide knowledge products that are valuable to 

the private sector.  TFP's record of zero defaults 

and losses, built on its rigorous due diligence 

process, helps attract co-financing and protects 

ADB's capital base. 

20.b Profitability and Risk Measures: There is a need to 

rationalize due diligence costs by sharing 

information with other international finance 

institutions. The Office of Risk Management (ORM) 

can be involved in validation of Trade Finance 

Program (TFP) pricing. 

Recommendation not accepted. Management 

disagrees with this subrecommendation. TFP 

distributes risk to the private sector at the margin 

TFP earns, less a commission fee. In this context, 

the market plays a fundamental role in 

determining if TFP products are priced properly by 

choosing whether or not to pay for such services. 

This, in addition to the fact that TFP conducts 

monthly market assessments of its pricing, which 

are filed for audit, suggests that TFP is priced 

within appropriate market ranges. ORM does not 

have the market access or presence to 

independently verify such market pricing. 

Furthermore, verification of appropriate pricing is 

No action required. 
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done against Risk Participation Agreement 

monthly reports which include independent 

pricing. On the issue of trade loan guarantees, 

Management does not recognize such a need for 

additional sub-limits. Sub-limits for TFP's revolving 

credit facilities delineate TFP's funding business 

from its guarantee business. Guarantees, whether 

they support loans for trade or confirmation of 

payments for trade, carry a similar risk profile and 

do not require additional sub-limits. Such sub-

limits will lower TFP's flexibility to support 

transactions, add costs to operations, and 

decrease utilization. 

21 Knowledge products and communications: The Trade 

Finance Program (TFP) should continue to build on 

its support for knowledge products, including the 

International Chamber of Commerce Trade Finance 

Default Register and TFP-Office of Regional Economic 

Integration trade finance survey. While efforts are 

made to publicize issuing banks when they join the 

program, more can be done to publicize the 

program's the day-to-day results in terms of 

facilitating trade and building business-to-business 

links through appropriate media channels. 

Recommendation not accepted. Management 

disagrees with the recommendation. 

Management acknowledges the CES's assessment 

that the impact of TFP support for knowledge 

products has been substantial. TFP's knowledge 

initiatives have been transformative, especially 

with respect to changes to Basel guidelines 

(resulting from TFP's Trade Register initiative), 

which freed billions of dollars to support trade in 

emerging markets globally. There are measurable 

impacts of TFP ‘knowledge dissemination' that led 

private financial institutions to enter the trade 

finance business and move into DMCs for the first 

time. In this regard, Management disagrees with 

this recommendation and would like to point out 

that the CES falls short of adequately highlighting 

these aspects. TFP publishes a variety of 

documents annually, which include information 

on performance against a number of design and 

monitoring framework targets. TFP also maintains 

an up-to-date website and its visibility in the 

No action required. 
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media is substantial. 

 

Corporate Evaluation Study on Asian Development Fund X and XI Operations: Opportunity Amid Growing Challenges 

22 Strengthen support for inclusive growth and 

environmentally sustainable growth, and scale up 

climate change adaptation and disaster risk 

management efforts. Opportunities for making the 

growth process more inclusive need to be articulated 

and supported in CPSs, their results frameworks, and 

their major sector programs. Improved monitoring of 

ADB's contributions to inclusive growth at the 

country level is also needed. This would support the 

commitment made in the ADF XI Donors Report that 

inclusive growth be emphasized in all CPSs and 

effectively supported in all ADF countries. Country 

diagnostics and economic and sector analyses need 

to improve in order for ADB to more effectively 

identify the key constraints to and opportunities for 

inclusive growth in a country. This is especially 

important in those countries where inequality is 

greatest, or where it has increased most. 

Furthermore, increased support to and better 

operating results in the social sectors (including 

social protection), agriculture, and food security-

areas that are recognized as essential for achieving 

inclusive growth-should strengthen ADB's overall 

contribution to this agenda. Additional resources, 

especially higher levels of ADF grant resources, 

provide an opportunity for ADB to invest more in 

these areas in a way that complements its core 

investments in transport, energy, and water. To 

intensify support for environmentally sustainable 

growth, ADB should deepen its engagement in 

environmental public goods and transboundary 

Recommendation accepted. Management agrees 

with this recommendation. During the ADF 12 

period, ADB intends to expand its support for 

poverty reduction and sustainable development in 

concessional assistance countries, aligning its 

support with the new international development 

agenda.  ADB will maintain a clear focus on 

inclusive and sustainable economic growth, along 

with regional integration, in concessional 

assistance countries consistent with its long-term 

strategic framework. While sustainable 

infrastructure development will continue to be a 

mainstay of ADB's operations, ADB will expand its 

support for social sector development to deepen 

the inclusiveness of its overall assistance under 

ADF 12. Strengthening climate change resilience 

in concessional assistance countries by helping 

them manage climate risks and reduce losses from 

climate-related disasters will also be a top priority 

for ADB. 

Not yet available. 
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issues, support more livable and greener cities, and 

strengthen environmental governance. Further 

mainstreaming of climate change considerations, 

including in relation to disaster risk management 

(DRM), in country strategies and using more of the 

ADB's own resources to support both investment and 

technical assistance operations should also be a 

priority. ADB should scale up support for DRM and 

climate change adaptation, both in terms of 

financing and its institutional capability. Accelerating 

climate change and more frequent and severe 

natural disasters demand not only effective support 

for disaster relief efforts in the aftermath of events, 

but proactive and upstream support for disaster 

preparedness and risk reduction, and institutional 

development for DRM. This will help build resilience, 

especially in countries with strong vulnerability but 

weak institutional capacity. 

23 Adopt more systematic and operationally relevant 

diagnostic studies-a knowledge-first approach-to 

sharpen country and sector programs and improve 

results on strategic priorities. A more systematic and 

better sequenced process for undertaking critical 

knowledge work in advance of (and to feed into) the 

development of country strategies is needed. 

Analytical work on the three strategic agendas is 

essential both to identify ways of spreading effort 

across the pillars and priorities within each strategic 

area, and to tailor the generic strategies to the needs 

and priorities of each country context. Diagnostic 

studies can also help to strengthen links between 

operations in different strategic areas, to make them 

more complementary and mutually reinforcing. The 

need for better analytical work applies to other 

strategic areas: fragility, conflict, and political 

Recommendation accepted. Management agrees 

with this recommendation. ADB will continue to 

undertake rigorous and operationally-relevant 

diagnostics at the country level. Key actions in the 

Strategy 2020 midterm review action plan to 

strengthen diagnostic work include (i) the 

requirement for country partnership strategies to 

include a knowledge management plan; (ii) 

appointment of country directors of resident 

missions as "knowledge custodians," authorized to 

coordinate the design and implementation of 

country knowledge management plans; and (iii) 

realignment of the roles and responsibilities of 

sector and thematic groups. Critical knowledge 

work can be undertaken ahead of the 

development of country strategies. However, it is 

understood that this work can be done any time 

Not yet available. 
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assessments; private sector assessments and finance 

sector assessments; and country and regional DRM 

diagnostic studies to strengthen disaster risk 

reduction and adaptive capacity. This systematic, 

knowledge-first approach should be adopted ADB-

wide. 

prior to the completion of the strategy, balanced 

with overall corporate initiatives to simplify the 

process. Such assessments require time and 

resources. While we believe that ADB should 

undertake its own assessments as far as possible, 

ADB can also rely on diagnostic work undertaken 

by other institutions. This will avoid duplication 

and reduce the burden on countries. 

24 Strengthen the concessional resource allocation 

framework. The ADF's experience with set-asides 

(dedicated resource allocations to support specific 

countries or development priorities) has been 

positive but needs to evolve further to reflect the 

changing development landscape and needs of client 

countries. Changes that should be considered for 

ADF 12 would include: (a) reallocation of the 4.5% 

set-aside for Pacific island countries, as this has 

become redundant with the increase in minimum 

country allocations under ADF XI (assuming that the 

value of the minimum allocation represents no less 

than 4.5% of the performance-based allocation); (b) 

a larger set-aside for the disaster response facility, 

and the possible establishment of a larger crisis 

response window; (c) a multi-country fragile and 

conflict-affected situations financing facility to 

support long-term turnaround situations including 

post-conflict and re-engaging countries; and (d) 

consideration for allowing a portion of ADF grant 

resources to be provided to regional organizations 

that are undertaking work that supports ADF 

priorities, such as strengthening disaster risk 

reduction or environmental governance. 

Recommendation accepted. Management agrees 

with this recommendation. Proposals formulated 

in the study are in line with ADB's proposals to the 

donors for strengthening the concessional 

assistance (CA) allocation framework. These 

include: (i) Discontinuing the 4.5% set aside for 

the Pacific developing member countries subject 

to the endorsement of donors to the current $3 

million per year minimum allocation with a $6 

million per year base allocation. (ii) Regularizing 

the piloted disaster response facility (DRF) for CA-

only countries, starting with the ADF 12 period. 

ADB proposes funding the DRF from DRF grants 

included in the ADF contingency at 10% of the 

ADF grants, while the DRF for concessional 

lending countries will be financed from a 

contingency set aside of 5% of the concessional 

OCR under the concessional OCR lending resource 

pool. (iii) Establishing a Supplementary ADF 

Window to provide support for disaster risk 

reduction interventions; and regional public 

goods, including to strengthen regional health 

security, and to provide grants to regional 

institutions. Moreover, ADB is interested in 

adopting the turn-around window for post-

conflict and re-engaging countries, and will 

closely monitor the International Development 

Not yet available. 
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Association's implementation and 

operationalization of this concept. 

25 Build expertise in the key strategic areas to deepen 

engagements and improve results. Before ADB can 

effectively scale up support on any strategic priority, 

it must have a critical mass of experts, whether as 

full-time staff or long-term consultants, with the 

right experience and skills in these areas. ADB has 

increased the number of staff deployed to work on 

safeguards and gender, but deficiencies in several 

sector areas may hold back a better achievement of 

ADF objectives. To broaden and deepen its support 

for inclusive growth, ADB would want to expand its 

expertise in agriculture, health, and social protection. 

Enhancing expertise in critical environmentally 

sustainable growth fields (beyond safeguards), in 

some areas of sustainable transport, in disaster risk 

management, and fragile and conflict-affected 

situations will also be important. ADB's ability to 

engage with governments and other clients in these 

areas depends importantly on the caliber and 

credibility of its experts. To build up the right mix of 

expertise, ADB must attract top talent and 

experienced project team leaders. ADB should make 

a commitment under ADF 12 to plug these capacity 

gaps urgently. Continued efforts are also needed to 

deploy top performers to the most difficult 

operating areas, including in resident missions, and 

to provide institutional mechanisms to improve team 

work and skills sharing across departments. 

Recommendation accepted. Management agrees 

with this recommendation. Building expertise 

must be balanced against the requirements of the 

current budget-constrained environment. The 

operational expansion following the ADF-OCR 

combination will equally require efficiency 

measures by teams, but also additional staff 

resources. 

Not yet available. 

Corporate Evaluation Study on Safeguards Operational Review: ADB Processes, Portfolio, Country Systems, and Financial Intermediaries 

26.a Improve the quality and efficiency of regular 

investment projects, whether public or private 

sector, by giving more attention  to projects with 

Recommendation not accepted. Management 

considers this a directional recommendation and 

broadly agrees with it. This is a directional 

No action required. 
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potentially more substantial or unknown risks at 

approval stage. Others with modest risks could 

benefit from standard or framework-like approaches. 

Quickly identifying these cases and giving some 

further guidance on this would be helpful, as a large 

number of projects are currently in environmental 

category B. This review suggests that operations 

departments should pay close attention to having 

the category B projects peer reviewed well within 

their departments and perhaps outside, as some 

quality problems have surfaced that could lead to 

problems later. This applies especially to the more 

substantial or unknown risk projects. Institutional 

arrangements may need to be further worked out. 

recommendation in nature and Management 

agrees broadly with it. However, ADB is already 

delivering on these fronts so an action plan will 

no longer be prepared. All projects are subjected 

to a rigorous screening and classification process, 

beginning at the earliest stages of the cycle. 

Higher risk projects (category A) are subjected to 

detailed, multi-stage technical reviews by project 

teams and RSDD. This due diligence is carried out 

before Board approval. For all projects, including 

category B projects, safeguard assessments and 

planning involves a detailed scoping of issues so 

that safeguard plans are prepared in proportion 

to the nature of risks. Management cautions 

against suggesting changes to the current 

safeguard classification system, especially in the 

absence of evidence that this arrangement is not 

working. 

26.b Improve the quality and efficiency of category B and 

FI projects by training ADB staff training in 

biodiversity conservation safeguards, greenhouse gas 

emission quantification and a diverse range of other 

safeguard areas. ADB's work on the design of 

safeguard measures and their quality control for 

category B investment projects and category FI for FI 

projects is adequate from a procedural compliance 

perspective but needs to (for higher risk projects) 

improve in quality, and become more efficient. There 

is a lot of variation in the quality of outputs on 

safeguard consultants, and better performance 

evaluation of such consultants and creating a pool of 

accredited safeguard consultants would help. 

Recommendation partly accepted. Management 

partly agrees with this subrecommendation. 

Operations departments have put in place 

arrangements for the review of safeguard plans 

that are tailored to their operational needs, 

portfolio characteristics, and country 

circumstances. Nevertheless, Management agrees 

that the quality of safeguard documentation for 

category B projects has been variable. In this 

regard, the Regional and Sustainable 

Development department will continue to work 

with all operational departments to ensure that 

appropriate reviews of category B projects are 

carried out in all cases. In addition, both teams 

will continue to execute regular training programs 

for safeguard specialists, mission leaders and 

other staff, including consultants. The 

Operations departments and RSDD 

will continue to follow current 

procedures for reviewing category B 

projects.  ADB will continue to 

execute training programs either 

alone or with partners, and to 

provide training opportunities to 

staff, consultants and executing 

agencies.  RSDD already has a 

safeguards training strategy to 

address the training needs of staff, 

consultants and exucuting agencies. 

The training strategy has five 

elements: (i) ADB's in-house 

workshops; (ii) in-country training 

programs; (iii) interactive eLearning 

programs; (iv) knowledge products 
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Environment Community of Practice and the 

Social Safeguards Network are already active in 

this area and will continue to hold regular training 

sessions covering technical and quality issues. 

Either alone or through joint activities with other 

multilateral financing institutions (MFIs) and 

bilateral agencies, more training and capacity 

development will be provided to executing 

agencies and their consultants in this 

area.   Training FI staff in the implementation of 

ESMSs is good practice. ADB due diligence in 

support of FI projects will continue to cover ESMS 

screening procedures for sub loans. 

and tools; and (v) knowledge 

sharing partnerships. 

26.c Improve the quality and efficiency of category B and 

financial intermediary (FI) projects by reviewing the 

training required for FI safeguard staff in more detail 

and working with FIs to include more information on 

training in the ESMS. FI training in ESMS procedures 

and documentation should be an element of ADB 

safeguard supervision. Operations departments need 

to improve their review of the capacity of FIs to 

apply the subloan screening checklists and 

prohibited investment activities list, and on how they 

are applied in the course of project implementation, 

in the absence of a periodic reporting requirement. 

Recommendation accepted. Management agrees 

with this subrecommendation. Training FI staff in 

the implementation of ESMSs is good practice. 

ADB due diligence in support of FI projects will 

continue to cover ESMS screening procedures for 

sub loans. 

Operations departments will 

continue to assess the capacity and 

commitment of financial 

intermediaries of category FI 

projects, and will continue to 

support staff training on ESMS 

implementation, as needed. The 

safeguards training strategy includes 

training on safeguards in financial 

intermediary operations. 

26.d Improve the quality and efficiency of FI projects by 

allowing environmental and social management 

systems for category C subprojects or subloans. 

Some FIs are engaged in providing many hundreds 

or thousands of subloans to micro, small and 

medium-sized enterprises, some of which (e.g., 

tanneries and paint shops) may have environmental 

impacts. Pollution control and occupational health 

and safety issues relevant to small clients of the FIs 

Recommendation not accepted. While 

Management agrees on the need to build up the 

capacity of FI safeguards teams, Management 

disagrees that there should be closer supervision 

of FI sub-projects classified as category C. Once 

the due diligence process has established that the 

FI will be providing subloans only for activities 

with zero or minimal impacts, such projects can 

be treated in the same way as all category C 

No action required. 
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need to be watched, but are unlikely to receive the 

proper attention if the project as a whole is treated 

as category C. Capacity to implement the prohibited 

investment activities list, with its attention on core 

labor standards and many other safety aspects, also 

needs to be ensured even for category C subprojects. 

projects. 

27.a Improve Operation departments' supervision of the 

implementation of safeguard measures and/or plans 

by reviewing the frequency of safeguard missions, 

particularly for category A investment projects, as for 

some projects it seems low (particularly 

environmental category A projects). Whether this has 

adverse consequences could not be verified without 

field missions, which this review has not carried out. 

Recommendation not accepted. Management 

does not support specifying upfront a given 

number of project-specific supervision missions in 

RRPs. Projects differ from one another and 

circumstances can change during the 

implementation phase. Project teams must 

undertake as many missions as necessary, first to 

support safeguard implementation, and secondly, 

and as required, to put projects back into 

compliance if they are not so. Being prescriptive 

with respect to the number of missions does not 

help. But taking safeguards compliance issues 

seriously does. Operations Manual J1 on loan 

administration and Project Administration 

Instruction 6 on project administration already 

state that review missions should take place at 

least twice a year and that these should review 

safeguards implementation. 

No action required. 

27.b Improve PSOD's supervision of the implementation of 

safeguard measures and/or plans by integrating 

reviews of the working of the ESMS during financial 

intermediary (FI) project administration missions, and 

follow up closely on safeguards monitoring reports 

submitted. ADB needs to ensure more timely 

submission of FI safeguard monitoring reports, and 

the ADB responses to the reports, as their quality is 

variable. 

Recommendation accepted. Management agrees 

that appropriate supervision of safeguards plans 

is essential. This work is often supported by 

supervision consultants, and where relevant by 

external experts or qualified NGOs. With regard to 

the recommendations on FI projects, 

Management agrees it is appropriate to review 

the ESMS during FI project administration 

missions, as is already being done by the Private 

sector Operations Department, and that timely 

RSES will send a reminder to 

operations departments that review 

mission back-to-office reports of 

financial intermediary operations 

with environmental and social 

impacts will report on the status of 

ESMS implementation. 
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submission of implementation reports should be 

ensured. 

28.a Improve ADB's reporting and disclosure of progress 

and results of safeguard measures for category A 

and B projects. Operations departments (ODs) can 

improve the safeguard sections of RRPs for all 

category A and B projects by briefly stating the 

expected minimum frequency of ADB-led safeguards 

monitoring and supervision missions that will take 

place during project administration, with specific 

details documented in their respective project 

administration manuals. ADB should be clearer 

about its safeguards reporting requirements and 

develop specialized reporting guidelines relevant to 

the different types of projects it commonly finances, 

with its staff ensuring that these are part of the 

project administration manual and consultants' 

terms of reference. For all completed category A 

projects, the departments should discuss the 

safeguard planning, implementation and results in 

the main text of their project completion report 

(PCR), supported by one or more appendixes. ADB 

should consider elaborating the instructions given in 

the Operations Manual FI/OP in its Project 

Administration Instructions for PCRs. A safeguard 

discussion also needs to be included in PCRs for 

category B projects. 

Recommendation not accepted. Management 

does not support specifying upfront a given 

number of project-specific supervision missions in 

RRPs. Projects differ from one another and 

circumstances can change during the 

implementation phase. Project teams must 

undertake as many missions as necessary, first to 

support safeguard implementation, and secondly, 

and as required, to put projects back into 

compliance if they are not so. Being prescriptive 

with respect to the number of missions does not 

help. But taking safeguards compliance issues 

seriously does. Operations Manual J1 on loan 

administration and Project Administration 

Instructions 6 on project administration already 

state that review missions should take place at 

least twice a year and that these should review 

safeguards implementation. For the 

recommendation on PCRs of category A projects, 

Operations Manual Section F1 and PAI 6.07, 

already state that PCRs of both category A and B 

projects should provide a general assessment of 

the project's safeguard related impacts, including 

number of affected persons, and a general 

evaluation of the effectiveness of safeguard 

measures, lessons learned for future projects, and 

other key information. The status of each 

covenant is also reported, and the inclusion of a 

supplementary appendix may complement the 

summary provided in the main text. 

No action required. 

28.b Improve ADB's reporting and disclosure of progress 

and results of safeguard measures by directing 

Management agrees that safeguard reporting 

requirements should be clear and consistently 

RSDD will issue a reminder to 

operations departments that 
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Operations departments to intensify current efforts 

to improve the timely disclosure of environmental 

and social monitoring reports, with the development 

of stronger reporting guidelines. 

included in project administration manuals and 

consultants' terms of reference. Efforts have been 

made to improve the timely disclosure of 

monitoring reports since the Safeguard Policy 

Statement (SPS) became effective, and further 

efforts will be made to ensure this. 

monitoring reports are disclosed 

upon receipt. DER's Annual Report 

on the Public Communication Policy 

provides information on disclosure 

of environmental and social 

monitoring reports. 

28.c Improve ADB's reporting and disclosure of progress 

and results of safeguard measures for financial 

intermediary (FI) projects by summarizing in the RRP 

due diligence work on portfolio risks and the FI's 

capacity to address these needs. Support for ESMS 

design for new FIs or FI projects can improve, as 

many documents studied were not clear about 

several elements that the Safeguard Policy Statement 

indicates as essential. The review acknowledges that 

the ESMS for long-standing FIs with well-established 

procedures cannot be fully rewritten or reorganized 

for ADB purposes. 

Recommendation partly accepted. Management 

partly agrees with this subrecommendation. The 

summaries of FI due diligence presented RRPs are 

compiled to meet the requirements of OM F1. The 

summary in the RRP is necessarily succinct, but it 

is the linked documents that contain more 

detailed information on the ESMS and the due 

diligence process. 

In line with OM F1/OP para. 59, the 

RRP (and linked documents, as 

needed) of a financial intermediary 

project will continue to elaborate on 

ADB's due diligence and 

arrangements for ESMS 

implementation.  The RRP 

summarizes the results of the project 

team's due diligence, as well as the 

agreed upon arrangement for the 

ESMS and the procedure for 

subproject review by ADB, where 

applicable. The agreed upon 

requirements for establishing and 

maintaining the ESMS, and the 

procedure for subproject review by 

ADB where applicable, are included 

in the legal agreement between ADB 

and the financial intermediary. 

29.a ADB to promote more systematic and phased use of 

country safeguard systems (CSS) by continuing its 

useful work to strengthen CSS, particularly in the 

development of legislation and systems, and build 

up implementation capacity, mainly through its 

flexible TA instrument, which can respond to needs 

and windows of opportunity. Mapping the 

equivalence of CSS across Asia should continue and 

intensify and lead to a second phase in ADB's 

Recommendation accepted. Management agrees 

with this subrecommendation. Further support to 

strengthen CSS will be subject to DMC demand 

and the availability of resources. Management 

agrees that the mapping of CSS equivalence 

across Asia and the Pacific could be useful. 

Regional workshops on CSS have also proven 

useful for exchanging lessons and experiences. 

ADB has established the Joint Safeguards 

RSDD will complete the CSS 

mapping exercise and will make the 

results available to interested 

stakeholders. 
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promotion of the use of CSS in ADB projects. Almost 

5 years have passed since the SPS was approved; 

testing for equivalence and acceptability has been 

carried out for over 8 years. 

Practitioners Community of Practice, with 

Department of Foreign Affairs and Trade - 

Australia, Japan International Cooperation 

Agency, and the World Bank, which provides a 

platform for coordination across development 

partners. With regard to the use of CSS in ADB 

projects, ADB is bound by the provisions of the 

SPS. Where SPS criteria are met, then the Board 

may approve the use of CSS for a particular 

project. Inclusion of discussions on strengthening 

and use of CSS in the country partnership strategy 

process would be helpful to ensure that these 

provisions are understood and acted upon where 

DMCs so wish. 

29.b ADB to promote more systematic and phased use of 

CSS by taking stock, building on its experience so far, 

putting in place a more systematic and iterative 

process and sticking to the concepts of best practice 

and capacity. It should synthesize the lessons that 

have been learned and produce an overview. 

Agencies and sectors that can provide potential 

support should be identified. 

Recommendation not accepted. Management 

disagrees with this sub-recommendation. Further 

support to strengthen country safeguard systems 

(CSS) will be subject to DMC demand and the 

availability of resources. Management agrees that 

the mapping of CSS equivalence across Asia and 

the Pacific could be useful. Regional workshops 

on CSS have also proven useful for exchanging 

lessons and experiences. ADB has established the 

Joint Safeguards Practitioners Community of 

Practice, with Department of Foreign Affairs and 

Trade - Australia, Japan International Cooperation 

Agency, and the World Bank, which provides a 

platform for coordination across development 

partners. With regard to the use of CSS in ADB 

projects, ADB is bound by the provisions of the 

Safeguards Policy Statement (SPS). Where SPS 

criteria are met, then the Board may approve the 

use of CSS for a particular project. Inclusion of 

discussions on strengthening and use of CSS in 

the country partnership strategy process would be 

No action required. 
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helpful to ensure that these provisions are 

understood and acted upon where DMCs so wish. 

29.c ADB to promote more systematic and phased use of 

country safeguard systems (CSS) by focusing on 

those agencies with the best track record and 

actively encouraging countries with suitable agencies 

to ask for the use of CSS. ADB could begin with 

agencies with good environmental records. After a 

review, if equivalence and capacity are found to be 

adequate, the Board of Directors could decide to 

grant use of the CSS in a project. If successful, the 

agencies could become the models for the next 

group, and give other agencies incentives to also 

upgrade their practices and capacity. Operations 

departments should also discuss a country safeguard 

review in one or more areas with the government 

during the preparation of a country partnership 

strategy. 

Recommendation partly accepted. Management 

partly agrees with this subrecommendation. 

Further support to strengthen CSS will be subject 

to DMC demand and the availability of resources. 

Management agrees that the mapping of CSS 

equivalence across Asia and the Pacific could be 

useful. Regional workshops on CSS have also 

proven useful for exchanging lessons and 

experiences. ADB has established the Joint 

Safeguards Practitioners Community of Practice, 

with Department of Foreign Affairs and Trade - 

Australia, Japan International Cooperation 

Agency, and the World Bank, which provides a 

platform for coordination across development 

partners. With regard to the use of CSS in ADB 

projects, ADB is bound by the provisions of the 

Safeguards Policy Statement (SPS). Where SPS 

criteria are met, then the Board may approve the 

use of CSS for a particular project. Inclusion of 

discussions on strengthening and use of CSS in 

the CPS process would be helpful to ensure that 

these provisions are understood and acted upon 

where DMCs so wish. 

An equivalence assessment can be 

used to inform the process of 

preparing a country partnership 

strategy. 

29.d ADB to promote more systematic and phased use of 

country safeguard systems (CSS) by reviewing the 

function of the safeguard system for that agency as 

a whole, to check its continuing compliance with the 

highest safeguard standards. Monitoring of the 

functioning of the CSS in the particular sector or for 

the particular agency needs to be regular and 

include credible and appropriate third-party 

verification, and full disclosure of results. 

Recommendation not accepted. Management 

disagrees with this subrecommendation. Further 

support to strengthen CSS will be subject to DMC 

demand and the availability of resources. 

Management agrees that the mapping of CSS 

equivalence across Asia and the Pacific could be 

useful. Regional workshops on CSS have also 

proven useful for exchanging lessons and 

experiences. ADB has established the Joint 

No action required. 
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Safeguards Practitioners Community of Practice, 

with Department of Foreign Affairs and Trade - 

Australia, Japan International Cooperation 

Agency, and the World Bank, which provides a 

platform for coordination across development 

partners. With regard to the use of CSS in ADB 

projects, ADB is bound by the provisions of the 

Safeguards Policy Statement (SPS). Where SPS 

criteria are met, then the Board may approve the 

use of CSS for a particular project. Inclusion of 

discussions on strengthening and use of CSS in 

the CPS process would be helpful to ensure that 

these provisions are understood and acted upon 

where DMCs so wish. 

29.e ADB to promote more systematic and phased use of 

country safeguard systems (CSS) by coordinating 

with development partners in  promoting the use of 

country systems, including on efforts to develop 

safeguard capacity. This is particularly important for 

co-financed projects. The recent commitment to the 

Joint Safeguards Practitioners Community of Practice 

to prepare a CSS mapping exercise for all countries in 

the region is welcome, and may be part of the move 

to a second phase. 

Recommendation accepted. Management agrees 

with this subrecommendation. Further support to 

strengthen CSS will be subject to DMC demand 

and the availability of resources. Management 

agrees that the mapping of CSS equivalence 

across Asia and the Pacific could be useful. 

Regional workshops on CSS have also proven 

useful for exchanging lessons and experiences. 

ADB has established the Joint Safeguards 

Practitioners Community of Practice, with 

Department of Foreign Affairs and Trade - 

Australia, Japan International Cooperation 

Agency, and the World Bank, which provides a 

platform for coordination across development 

partners. With regard to the use of CSS in ADB 

projects, ADB is bound by the provisions of the 

Safeguards Policy Statement (SPS). Where SPS 

criteria are met, then the Board may approve the 

use of CSS for a particular project. Inclusion of 

discussions on strengthening and use of CSS in 

the CPS process would be helpful to ensure that 

RSDD will share the country 

safeguards partnership paper among 

development partners in the 

Regional Joint Safeguards 

Community of Practice on 

strengthening and use of CSS. 
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these provisions are understood and acted upon 

where DMCs so wish. 

30 ADB needs to explore the adequacy of guidance 

notes to staff and executing agencies for its many 

requirements, and to make improvements where 

needed. For investment projects there is a need for 

more and clearer guidance on the preparation and 

review of monitoring reports. For financial 

intermediary (FI) projects, there is a need for 

guidance notes for the different categories of such 

projects, first of all for ADB staff, on the due 

diligence needed, and its reporting in project 

documents in a structured and explicit fashion. These 

guidance notes should also elaborate on the types of 

FIs and the ESMSs or framework documents needed 

for them. They should elaborate the supervision 

needed, both of ESMS performance and of category 

A subprojects. Guidance notes are also needed for 

FIs and FI safeguard consultants on ESMS 

preparation and monitoring of FI safeguard 

performance. These notes should distinguish 

between different requirements and details for the 

major groups of FIs: commercial banks, investment 

funds, leasing companies, insurance companies, and 

corporates that invest in subprojects by establishing 

subsidiary companies or acquiring equity of 

companies. 

Recommendation partly accepted. Management 

partly agrees with this recommendation and notes 

that this is already being done. A large amount of 

guidance notes and training materials already 

exists for FI projects, both from ADB and other 

multilateral financial institutions (MFIs). 

Consultation on joint training of FIs and guidance 

material is being pursued through the MFI 

Working Group on Environment and Social 

Standards. Additional guidance on the contents 

of monitoring reports will be circulated, as will 

links to online material on ESMS. 

RSES will circulate a memo to all 

departments reminding them of the 

training resources available on 

financial intermediary projects, and 

to provide links where training is 

available online. 

Indonesia: Country Partnership Strategy Final Review Validation, 2012–2014 

31 To foster inclusive growth in Indonesia, projects 

must incorporate inclusion objectives in their designs 

or target groups excluded from the growth process. 

(a) ADB-supported projects including infrastructure 

need to try to integrate lower-income groups in the 

growth process by linking them to livelihood 

Recommendation partly accepted. IED is of the 

view that to foster inclusive growth in Indonesia, 

projects should incorporate inclusion objectives in 

their designs, or target specific groups excluded 

from the growth process. Management agrees 

with the concept of making ADB's assistance as a 

ADB will pay special attention to 

inclusive economic growth in the 

overall portfolio, supported in the 

new CPS (2016-2019).  The CPS will 

define specific strategies for 

fostering inclusiveness in each core 
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opportunities, jobs, and markets. While this does not 

imply that every project should focus on lower-

income groups, ADB-supported projects aimed at 

inclusive growth need to pay special attention to 

these groups. This is currently done insufficiently. 

Interventions in health and education should ensure 

both access to and equity of these opportunities to 

foster inclusive growth. Such projects must be 

accompanied by thorough analysis of the 

distribution of opportunities to identify gaps in the 

equitable access to education and health services of 

various groups, including low-income households. 

For safety nets, proper targeting mechanisms will 

help to prevent leakage and exclusion of intended 

beneficiaries or inclusion of unintended beneficiaries, 

thereby ensuring that resources are provided to 

those who need safety nets the most. (b) Fostering 

inclusive growth in Indonesia demands more 

attention than is currently given to address 

worsening urban deprivation and disparities across 

provinces. Apart from their limited access to basic 

infrastructure, the urban poor have inadequate 

access to secure and formal employment. To foster 

inclusive growth, the urban poor, who are usually 

engaged in informal work, should benefit from 

properly targeted social programs to cushion the 

impacts of income shortfalls, and skills development 

schemes to improve their employability. ADB's urban 

development efforts, which are largely focused on 

basic infrastructure development, can be expanded 

and complemented with cash transfers and skills 

development for the poor. Inclusive growth efforts 

also need to target lagging areas of Sulawesi Barat 

and Nusa Tenggara Timur, which have the highest 

average deprivation among the country's provinces. 

whole more inclusive, including infrastructure 

operations. In this regard, if IED's proposal is to 

look at inclusiveness from a portfolio or program 

standpoint, then Management agrees with the 

recommendation. Targeting lagging areas is also 

acceptable. However, as discussed in the past, 

projects need not necessarily be targeted at 

specific groups to achieve inclusive growth. 

Furthermore, it should also be noted that the 

nature, characteristics and location of ADB 

assistance are defined by the government, not by 

ADB. ADB's mantra should be to respond, and not 

be supply-driven, meaning that if the government 

does not want us to be in certain areas, ADB 

cannot. Management agrees that to reduce 

"urban deprivation", the authorities should 

consider investing in better urban infrastructure. 

However, the call to build infrastructure at the 

same time as developing a range of livelihood 

projects may not be feasible, if this is to be done 

exclusively by ADB. On the other hand, if IED's 

suggestion is that such livelihood investments 

could be built separately under programs funded 

by the government and other development 

partners, then Management does not see a 

problem. Indeed, capitalizing on such synergies 

has been strongly supported by Management for 

some time. Finally, Management cannot 

unilaterally agree to IED proposals to work in 

Sumatera Barat and Nusa Tenggara Timor. The 

government may want us to work elsewhere. 

These areas represent less than 3% of the 

country's poor. With some 45% of the country's 

households surviving on less than $2 a day, the 

government is of the view that inclusion and 

sector of core support, in line with 

government program priorities.  
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In Nusa Tenggara Timur, ADB has supported 

decentralized basic education. The province saw 

notable improvements in secondary net enrollment 

and completion rate. To steer its inclusive growth 

agenda in Indonesia forward, ADB can 

geographically target Sulawesi Barat and Nusa 

Tenggara Timur, as well as impoverished 

communities in urban areas. 

poverty reduction objectives might best be served 

by supporting nationwide programs structured 

around urban development, food security and 

connectivity. 

32 Climate-change-resilient infrastructure and 

renewable energy ̶ such as hydropower, solar and 

geothermal energy ̶ need to be the focus of 

environmental sustainability efforts in Indonesia. This 

goal has had so far limited traction with the 

government, but more effort is needed to promote 

it. (a) Transport and water infrastructure needs to be 

designed to withstand extreme flooding or water 

shortages. Drainage systems particularly in urban 

areas need to be designed to account for extreme 

rainfall. Sea-walls, levees, emergency underground 

water tanks, and barrages should be constructed for 

flood protection. While ADB has encountered 

difficulties in implementing the planned climate 

change programs during the CPS period, it should re-

engage to support such investments as part of its 

environmental sustainability efforts in Indonesia. 

ADB is well positioned to incorporate climate change 

into its energy support mix and in the transport and 

urban infrastructure investments. It recently took 

steps to clarify what that may mean in the context of 

large-city development. This incremental and 

integrative approach is best suited to ADB 

capabilities and focus. (b) ADB needs to help 

diversify the country's energy portfolio with a focus 

on renewable energy particularly hydropower, solar 

and geothermal energy. This can reduce the 

Recommendation partly accepted. Climate change 

resilient infrastructure and renewable energy-such 

as hydropower, solar and geothermal energy-are 

going to be the focus of actions to deliver 

environmental sustainability in Indonesia. 

Management therefore broadly agrees with the 

recommendation, with one caveat. Management's 

view is that the government wants ADB to be 

focused, which in essence means not covering too 

many areas at the same time. This does not mean 

that the government will not cover the other 

areas. It can do so through public, private, and 

public-private interventions. It can also assign 

work among other development partners. On the 

whole, however, Management agrees that any 

infrastructure investment supported by ADB 

should be climate-change resilient.  In this regard, 

ADB will continue to prepare projects in this 

manner. ADB will also continue to support policy 

and infrastructure that incentivizes renewable 

energy. At the same time, ADB sees great scope 

for greenhouse gas reductions through demand 

management and loss reduction programs. 

Meeting energy security objectives in ways that 

reduce hydrocarbon use will be the focus of near-

term efforts. 

Climate change resilient 

infrastructure and renewable energy 

will be the focus of actions in the 

new CPS (2016-2019) to deliver 

environmental sustainability. 

Support will be provided for policy 

reforms that incentivize renewable 

energy use in program loans 
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dependence on oil and coal, which exacerbates 

climate change impacts, while it also contributes to 

energy security. ADB can continue supporting 

hydropower, solar and geothermal energy projects. 

ADB has assumed an important role in Indonesia's 

geothermal development with the implementation 

of two geothermal exploration projects during the 

CPS period. ADB's efforts to unlock Indonesia's 

geothermal potential can deal with the underlying 

challenge of mobilizing equity given that geothermal 

exploration is more costly in Indonesia than in other 

countries. To ensure the competitive selection of 

private sector developers, improvements in the 

tendering process and a regular review of feed-in 

tariffs are imperative. ADB can provide capacity 

building support in these areas to ensure that efforts 

in geothermal development materialize. 

33 ADB's knowledge solutions need to focus on more 

innovative approaches in development. The value of 

ADB support can be sharpened by its capacity to 

produce transformative knowledge solutions that are 

attuned to the evolving development challenges 

confronting lower middle-income countries like 

Indonesia. ADB's more defined and secure niche may 

lie in its experience and capacity to develop 

knowledge solutions for effective interventions in 

infrastructure, social, and environmental sectors, as 

well as governance reforms. ADB took an important 

first step in piloting a country knowledge 

development plan for 2013-2015 for Indonesia. 

Subsequent country knowledge development plans 

can include more impact evaluations of ADB and/or 

government programs so as to identify best practices 

that can help improve ADB's operations in the 

country. Impact evaluations can help uncover what 

Recommendation partly accepted. Management 

agrees that knowledge solutions should be 

innovative.  In this regard, Management agrees 

with the need for more and better diagnostic 

work, as well as with the proposal for producing 

high quality knowledge products. On the issue of 

impact evaluations, Management is of the view 

that such evaluations should be IED-led.  The 

regional department can support this work, but 

given its complexity, it would seem that IED is the 

best placed team to undertake consistent quality 

work. With respect to other knowledge products, 

Management agrees with the concept, but 

believes that these should always be demand-

driven, if these are to be effectively utilized. 

Demand driven knowledge products 

will be emphasized in the revised 

knowledge development plan for 

2016 to 2019. ADB program 

outlined in the new CPS will support 

innovative knowledge products and 

services 
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interventions work and what do not, and identify the 

factors that hamper or contribute to the success of 

programs, which in turn can then be avoided or 

replicated in future programs. This will help to link 

knowledge on operations to ADB's country program. 

34 In finalizing the new country partnership strategy, 

ADB can maximize the utilization of latest available 

and relevant household surveys in conducting 

analysis of development challenges, including 

poverty and inequality. Through such analysis, the 

causes and roots of these need to be identified to 

properly design projects and programs. The 

implementation of the country program ought to be 

based on empirical diagnostic work so that any 

deviation or change in the course of implementation 

can be properly justified. The selection of priority 

sectors or activities also needs to be grounded in 

such rigorous diagnostic analysis. 

Recommendation partly accepted. ADB will also 

make use of survey data to the extent possible. 

The new CPS will be underpinned by 

empirically sound diagnostic 

assessments, including based on 

relevant survey. Careful 

consideration will be accorded to 

the causes of poverty and inequality 

in framing the new CPS. 
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