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SUGGESTED INITIATIVES FOR ADB ENGAGEMENT WITH MIDDLE-INCOME 

COUNTRIES 

 

 

 

 

A. ADB Focus Areas 

 

 

1. The Asian Development Bank (ADB) and other multilateral organizations are committed, 

individually and collectively to scale-up financial support, technical assistance and policy advice to 

enhance their total contribution towards achieving the long-term goal of sustainable development.
1

 It 

is also very likely that ADB is asked to provide sharply defined and contextualized support by advising 

on and finding workable approaches and solutions given the social, cultural, historical, and other 

contexts in a particular MIC. ADB will most likely need to:  

(i) continue with business-as-usual approaches as it supports national and regional 

infrastructure development, financial and social sectors, agriculture and natural 

resources, governance and capacity development, emergency assistance, and 

macroeconomic surveillance; 

 

(ii) address some areas with a higher knowledge content, such as modern and smart 

infrastructure projects, and carry out capacity development for institutions which have 

already reached a relatively high level; 

 

(iii) support regional and global public goods at a scale sufficient to achieve impact; and 

 

(iv) support some new areas, such as increasing productivity and competitiveness, and 

distilling lessons for knowledge sharing.  

 

1. National Infrastructure 

 

2. Inadequate infrastructure networks in Asia and the Pacific countries have stifled economic 

growth, impeded poverty reduction efforts, and adversely affected competitiveness. This inadequacy is 

felt in and beyond many urban areas in MICs. ADB estimated that Asia needed to invest approximately 

$8 trillion in national infrastructure during 2010–2020.
2

  

  

3. New infrastructure (including technology intensive smart infrastructure). In addition to 

traditional infrastructure, future MIC requirements will most likely include many modern and smart 

forms of infrastructure such as high-speed rail, smart grids, high performance renewable energy 

systems, broadband internet, and smart buildings in urban systems. Smart and modern infrastructure 

will require more knowledge-intensive interventions. In some MICs, this may entail technology transfer, 

with technology embedded in new intelligent infrastructure and products. In some cases, even though 

smart infrastructure incorporates high technology, it may be available commercially. ADB can have 

opportunities for financing with or without sovereign guarantees, a decision that could reflect the 

project risk profile. For city-level smart infrastructure projects, ADB could facilitate twinning 

arrangements with a city in another upper middle-income country (UMIC) or a high-income country 

(HIC), and/or offer technical assistance support for engineering and design of smart systems. ADB’s

                                                           
1
 http://www.worldbank.org/mdgs/documents/FfD-MDB-Contributions-July-13-2015.pdf 

2
  ADB and ADB Institute. 2009. Infrastructure for a Seamless Asia. Manila and Tokyo. The ADB estimates are consistent with the 

more recent estimates of $1–$1.5 trillion annual financing gap for infrastructure in developing countries world-wide. United 

Nations. 2015. Addis Ababa Action Agenda of the Third International Conference on Financing for Development. New York.  
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knowledge services would be in demand if ADB can bring fit-for-purpose advanced technologies for 

specific applications to the attention of decision makers. 

 

4. Maintenance and efficiency. ADB existing suite of lending and non-lending products will also 

enable it to build on its experience in instituting appropriate operations and maintenance practices (for 

example in roads), refurbishing existing infrastructure (to make it more effective and prolong its useful 

life), and for enhancing energy end-use efficiency, particularly in the industrial and commercial sectors.  

 

5. Sovereign and nonsovereign approaches. While most financing is expected to come from 

domestic sources, public sector budget management has been constrained in nearly all MICs, and 

private financiers have been reluctant to commit capital to long-term (and risky) projects. ADB can 

build upon its massive experience in supporting governments, state-owned enterprises (SOEs), and 

public utilities in creating infrastructure, and continue supporting such projects to scale-up operations. 

While privatization of such services remains prone to controversy in many MICs, ADB could help to 

strengthen the autonomy, regulatory environment, and management capabilities of SOEs and public 

utilities to improve their financial performance. This could be followed or accompanied by ADB support 

to bring SOEs and public utilities to domestic (and eventually international) capital markets on the 

strength of their improved performance.  

 

6. ADB can continue encouraging private participation in infrastructure through investment 

support, increasing the focus on originating PPP transactions, and advising on enabling policy and 

regulatory aspects.  

 

2. Regional Infrastructure 

 

7. Experience from Europe shows that, for decades after national domestic infrastructure needs 

have been met (by governments, the private sector, and multilateral organizations), regional 

infrastructure and connectivity continue to require coordination and honest brokering along with 

planning and investment.
3
  

 

8. While ADB’s regional cooperation and integration (RCI) agenda remains focused on 

infrastructure during the study period, there is immense potential for more regional infrastructure to 

promote energy, transport and communication connectivity, and integrated management of water 

resources. The resulting networks would strengthen integration of the region with the global economy. 

The need to broker potentially conflicting national views and interests in promoting this huge agenda 

provides a good rationale for ADB’s involvement. The inter-subregional knowledge product 

development innovation included in the 2016 RCI operational plan could help facilitate such a vision. 

 

9. The scale of regional infrastructure projects, the large number of national governments 

involved, and the long gestation periods of regional infrastructure projects strongly justify the 

involvement of ADB in: (i) raising finance (e.g., through regional infrastructure bonds); and (ii) other 

pre-investment activities. ADB’s contribution in the pre-investment stage could be to: (i) promote 

debate and eventually consensus on priority connectivity projects and initiatives; and (ii) enable a fair 

consideration of the technical and economic aspects that balance the often political and diplomatic 

nature of alternative proposals. ADB could also conduct feasibility studies, first broad studies of 

                                                           
3
  In Europe, the European Investment Bank (EIB) acts as the European Union’s financial institution and plays an important role in 

implementing its infrastructure and other programs, including the European Commission’s European Fund for Strategic 

Investments launched in 2014. The fund is demand-driven and supports projects across the European Union, including cross-

border projects. It focuses on key areas where EIB has proven expertise and the capacity to deliver a positive impact on the 

European economy. Its focus areas include strategic digital, transport and energy infrastructure. It has no geographic or sector 

quotas, and considers projects based on their individual merits. Also referred to as the Juncker Plan, its other focus areas 

include: (i) education, research, development, and innovation; (ii) renewable energy and resource efficiency; and (ii) support 

for smaller businesses and midcap companies. http://www.eib.org/efsi/what-is-efsi/index.htm  

http://www.eib.org/efsi/what-is-efsi/index.htm
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alternative options, followed by detailed feasibility studies that can be used to elicit the interest of 

possible complementary financing.
4

 

 

10. Over the medium-term, ADB could promote a vision for trans-Asian networks that would 

expand beyond the boundaries of current subregional programs (largely CAREC, GMS, and SASEC). ADB 

could seek links with existing regional organizations (ASEAN, Eurasian Economic Union), other 

multilateral organizations (WBG, EBRD, AIIB, NDB) and large MICs (the PRC, India). ADB could consider 

steering a political consensus for the establishment of funds for grouping of MICs along the lines of the 

ASEAN Infrastructure Fund.
5

  

 

3. Regional and Global Public Goods 

 

11. Some regional and global public goods related development issues are not normally addressed 

by the market or accorded a high priority by many MIC governments. These public goods issues are 

dealt with at a multi-country level within a region or globally. Harmonization of regulatory frameworks 

for transport of goods across countries can improve connectivity; harmonized regulations in regional 

telecommunications and energy can lead to significant efficiency gains and improvements in 

connectivity; and cooperation in logistics and maritime and air transport negotiations can deliver large 

benefits.
6

 These measures will facilitate growth of intraregional trade at the subregional level, and 

enable Asia and the Pacific to realize the untapped potential for RCI.  

 

12. Some disease control and prevention programs can benefit from coordination and information 

sharing across countries. The benefits of sharing information and effective measures could become 

even more important in the face of global climate change and extreme weather events.
7

 Additionally, 

climate change mitigation is the exemplary global public good. Each country’s greenhouse gas (GHG) 

emissions contribute to increases in overall GHG concentrations, and any country’s GHG abatement 

program will help reduce global GHG emissions and concentrations. 

 

13. Programs to support regional and global public goods must be pursued at a sufficient scale to 

achieve impact. ADB should continue supporting regional and global public goods projects with its 

existing products and services, including market-based instruments such as payment for environmental 

services. ADB can play an important role in these areas by mobilizing finance; e.g., by intermediating 

on behalf of its clients with international funds, and issuing green bonds. ADB can also mobilize 

knowledge, facilitate public-private partnerships, and enhance its convening power by encouraging a 

regional view on, for example, management of ecosystems that cut across national boundaries. 

 

14. ADB could facilitate public goods projects that involve several countries and would probably 

not be developed without intervention from ADB or another partner trusted by all. ADB could prepare 

projects related to public goods and sustainable development goals (SDG) targets for simultaneous 

                                                           
4
  Experience to date with the Turkmenistan–Afghanistan–Pakistan–India pipeline illustrates the benefit of ADB’s continued 

engagement in such projects. ADB has acted as the Turkmenistan–Afghanistan–Pakistan–India (TAPI) secretariat since 2003 and 

as transaction advisor since 2013. In the latter role, ADB helped establish the TAPI Pipeline Company Limited (with the four 

participating governments being its shareholders) and to finalize the shareholder agreement and investment agreements. ADB 

also supported feasibility studies of the TAPI project. For further information, refer to http://www.adb.org/news/investment-

agreement-signed-tapi-pipeline; http://www.penspen.com/asia-pacific/penspen-awarded-turkmenistan-afghanistan-pakistan-

india-tapi-pipeline-feasibility-study/  

5
  The ASEAN Infrastructure Fund (AIF) became operational in 2013. Its objective is to finance projects that promote 

infrastructure development within the territories of ASEAN MICs by mobilizing regional savings, including foreign exchange 

reserves. ADB cofinances all AIF-financed projects. The AIF can be considered a beginning. The combined equity contribution of 

its eleven shareholders (all ASEAN MICs and ADB) is $485 million, and to date it has processed seven projects with a combined 

amount of over $300 million of cofinancing with ADB. http://www.adb.org/site/aif/overview; ADB Today. 2016. ADB Hosts 

ASEAN Infrastructure Fund’s Board of Directors Meeting. Manila. 6 June. 

6
 Guillermo Perry. 2014. Regional Public Goods in Finance, Trade and Infrastructure: An Agenda for Latin America. Washington, 

DC (Center for Global Development, CGD Policy Paper 037). 

7
 For an example of controlling dengue fever in Southeast Asia, refer to ADB and World Health Organization. 2013. Managing 

Regional Public Goods for Health: Community-Based Dengue Vector Control. Manila. 

http://www.adb.org/news/investment-agreement-signed-tapi-pipeline
http://www.adb.org/news/investment-agreement-signed-tapi-pipeline
http://www.penspen.com/asia-pacific/penspen-awarded-turkmenistan-afghanistan-pakistan-india-tapi-pipeline-feasibility-study/
http://www.penspen.com/asia-pacific/penspen-awarded-turkmenistan-afghanistan-pakistan-india-tapi-pipeline-feasibility-study/
http://www.adb.org/site/aif/overview
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implementation across two or more countries. It could focus on preparing projects and bringing them 

to a level of implementation readiness and sale to interested implementers (public or private). ADB may 

also need to negotiate agreements with host country governments, engage more intensively in policy 

dialogue, and strengthen staff expertise. Further information on the product development modality is 

provided in Linked Document 9 (see Appendix). 

 

4. Sustainable Development Goals and Targets 

 

15. The 2030 Agenda for Sustainable Development propounds several universal goals (SDGs) and 

targets that seek to address all development challenges at the country level. However, the pursuit of 

some SDGs and targets may also be amenable to a multicountry or regional approach in certain parts 

of Asia and the Pacific. For these SDGs and target areas, ADB will need to improve its coordination and 

complementarity with other multilateral organizations, and to partner with private foundations and 

other emerging and nonconventional donors that are pioneering new approaches. These could be 

piloted in one MIC with the results providing useful lessons for others.
8

 The emphasis on South–South 

and triangular cooperation by some MICs in Asia and the Pacific region could provide a foundation for 

such an ADB approach. 

 

16. These goals and targets encompass numerous sectors and themes, and apply to all countries, 

including the high-income Organisation for Economic Co-operation and Development countries. In 

theory therefore, HICs in the Asia and the Pacific region which are ADB member countries can seek 

support from ADB in meeting their SDGs. It is noteworthy that if ADB is in a position to offer value to a 

HIC client, then it would be in a good position to share the knowledge captured from these 

interventions with its other client countries (which are mostly MICs).  

  

17. ADB can support countries to achieve many SDGs and targets with its existing set of products 

and services.  

 

5. Resilience  

 

18. Two broad categories of emergency situations that can influence the development priorities of 

MICs from time to time are: (i) emergencies related to the transmission of external economic or 

financial, shocks; and (ii) emergencies arising from natural hazards, which may or may not be related to 

climate change. Most small island countries are innately fragile, and emergency situations are easily 

heightened there. ADB has been traditionally responsive to client-country demands for support to 

manage various types of emergencies. 

 

19. Economic and financial crises. A global or regional economic crisis can be transmitted to an 

MIC through three broad channels: trade, capital flows, and remittances. MICs with deep integration 

into the global economic system through exports of goods are likely to be affected by reductions in the 

external demand for exported goods. MICs that export labor services will be affected by a slowdown in 

inward remittances. Sudden and deep cuts in net capital flows would affect the economic performance 

of some MICs. 

 

20. ADB needs to continue to support reform and other measures to reduce the disruptive effects 

of economic and financial crises. This could include ADB support for strengthening fiscal management, 

expanding the domestic revenue base, modernizing financial systems, empowering regulatory 

institutions through legislation and capacity building, and economic diversification and productivity 

improvement programs (e.g., by supporting small and medium-sized enterprises).  

 

                                                           
8
  For example, one such potential partner is working on coordinating health care programs (across public and private sectors) 

and setting up integrated delivery systems through (among others) design and implementation of effective supply chains and 

data systems across national boundaries. 
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21. Additionally, strengthened macroeconomic and financial sector surveillance could help ADB’s 

ability to better assess MIC vulnerabilities and equip itself to respond more effectively to future 

economic crisis.
9

 Coordinated responses with other international or regional institutions will be 

required to address runaway problems. Depending on the situation, ADB’s existing policy-based loan 

(PBL) products could provide emergency balance-of-payment support (if there is a payment crisis) or 

budget support to facilitate an MIC’s fiscal stimulus (if capital flows dry up). Contingent financing 

could also reduce countries’ vulnerability to erratic market fluctuations.
10

  

 

22. Disasters triggered by natural calamities. ADB has supported a number of large-scale 

reconstruction assistance operations following earthquakes, tsunamis, storms, and other climate 

change related natural calamities.
11

 In some projects, ADB support amounted to up to 10% of 

estimated reconstruction costs.
12

 Although the capacity of MICs to meet the costs of reconstruction will 

increase as their gross domestic product levels rise, it is likely that some MICs will continue to need 

reconstruction support periodically in the foreseeable future. The role of ADB and other development 

partners for supporting reconstruction could become less necessary in some countries.
13

  

 

23. Nonetheless, whether or not ADB support for post-disaster reconstruction increases, ADB needs 

to incorporate disaster risk reduction principles into projects and continue supporting disaster risk 

management (DRM) activities. These activities are critical given the accelerating pace of climate 

change.
14

 ADB can consider a full array of potential disaster risk financing instruments (such as 

sovereign risk transfer products and public-private-partnerships to expand property insurance) and 

supporting the strengthening of the enabling environment (for example, by addressing gaps in disaster 

risk modelling, improving actuarial capacity, and increasing awareness of disaster risk financing 

instruments). ADB could expand its support to governments as they try to reduce the fiscal risks from 

natural hazards affecting crops, homes, enterprises, and infrastructure.  

 

24. ADB is working toward a contingent credit arrangement that a country government could 

quickly draw-down to provide emergency relief following a disaster, and pay a holding fee in 

exchange.
15

 This contingent credit arrangement is being piloted through the existing PBL modality, but 

ADB might need to have a standalone dedicated modality for this purpose. ADB could also explore the 

potential for pooled insurance facilities for disasters triggered by natural hazards, and build up on its 

previous work in the early analytical and development stages for a viable and sufficiently attractive 

insurance policy. This previous work deployed new technologies such as satellite imaging and 

geographical information systems to analyze and map vulnerability to natural calamities, design early 

warning and response systems, and provide useful inputs to insurers.  

                                                           
9
  IED. 2011. Real-time Evaluation of Asian Development Bank’s Response to the Global Economic Crisis of 2008–2009. Manila: 

ADB. 

10
  An example was ADB. 2009. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

Republic of Indonesia for Public Expenditure Support Facility Program. Manila, for $1 billion, approved on 3 June 2009, that 

would have allowed the country to access external financing at ADB OCR terms if market interest rates for Indonesian 

commercial financing exceeded an agreed threshold. No funds were disbursed, since global credit market conditions improved, 

and the loan was financially closed in September 2010. It nevertheless provided an important element of confidence in 

navigating difficult international economic circumstances. 

11
  For example, Tsunami Reconstruction Fund for Indonesia and Sri Lanka, and Pakistan earthquake reconstruction.  

12
 For instance, following the December 2004 tsunami which affected Indonesia and Sri Lanka, ADB’s grant assistance package to 

Indonesia was more than 4% of estimated cost of rehabilitation and reconstruction. ADB also provided grant assistance to Sri 

Lanka of about 10% of the estimated financing needs for rebuilding, along with a small loan. Similarly, following a massive 

earthquake in Pakistan in October 2005, ADB provided an initial grant of $80 million and soft-loan of $220 million; this was 

more than 8% of the estimated cost of reconstructing lost assets and restoring public services. 

13
  This is already becoming evident in the PRC, where ADB’s loan following an earthquake in 2008 was less than 0.3% of 

estimated reconstruction costs. ADB. 2008. Technical Assistance to the People’s Republic of China for Providing Emergency 

Response to Sichuan Earthquake. Manila; and ADB. 2009. Report and Recommendation of the President for Emergency 

Assistance for Wenchuan Earthquake Reconstruction Project (PRC). Manila. 

14
  IED. 2015. Asian Development Fund X and XI Operations: Opportunity Amid Growing Challenges. Manila: ADB. 

15
 ADB has begun working on a contingent credit arrangement for Cook Islands. Further support is planned for Palau, and 

possibly a regional facility for the Pacific islands.  
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6. Innovation and Entrepreneurship 

 

25. Innovation is not limited to high-technology research and development or to HICs. The broad 

contours of innovation-led growth are appreciated by a growing number of MICs, and consider 

creation of an innovation ecosystem that supports entrepreneurship as a way of enhancing the 

productivity and competitiveness of the economy.  

 

26. Policy innovations. The capacity for policy innovations reflects the openness of MIC 

governments to change as they move towards sustainable development, manage climate change, and 

embrace new technology. For example, the rapid deployment of information and communication 

technology, which has enabled new ways of knowledge sharing and improving productivity and 

competitiveness, and opened new approaches for sustainable development, will spawn further 

innovation in (as yet) unknown ways. For some innovations, it may be useful for ADB to consider 

teaming up with local research centers interested in participating in the design and impact evaluation 

of pilot projects. 

 

27. ADB and other multilateral organizations have supported policy innovations and their scaling-

up. For example, an Inter-American Development Bank (IADB) pilot in Argentina demonstrated the 

benefits of incorporating a strong evaluation framework that can yield information to enable 

adjustments and trouble-shooting prior to scale up.
16

 The World Bank Group (WBG) and ADB supported 

a conditional cash transfer scheme in the Philippines, which has now evolved into a national program. 

ADB is implementing an internal crowd-sourcing initiative for innovative ideas that is to be piloted with 

budgetary support.
17

 ADB could also consider the PBL modality as a tool for introducing second-

generation policy reforms.  

 

28. ADB can consider setting up a fund that is dedicated to supporting innovation. This would 

enable ADB to support pilot-testing of policy and other innovations that provide useful lessons and 

could be a basis for initiating large-scale (perhaps nationwide) programs. Through a mix of financing 

options and technical assistance, the fund could: (i) provide seed capital to help establish the viability 

of an innovation through testing in a real world context; and (ii) support the expansion of successful 

pilot innovations through a mix of financial (equity and loan) and technical assistance support.
18

 The 

proposed fund could draw on the experience of venture capital funds and should be open to making 

equity injections in innovations with a view to exiting later. Another World-Bank-supported multi-donor 

program supports entrepreneurs in developing economies with early-stage financing, business training 

and access to global networks of business incubators and innovation hubs in selected areas (clean 

technologies, agribusinesses, and digital innovation).
19

 Bilateral agencies Australia, Sweden, United 

Kingdom, and United States (along with other organizations) support a global innovation fund that 

invests in social innovations with strong potential for social impact at large scale.
20

  

 

29. Small and medium-sized entrepreneurship. Entrepreneurship and innovation are vital 

ingredients of continued and sustainable growth. With the objective of encouraging SMEs to grow and 

                                                           
16

 Given that Argentinian students scored poorly in international assessments of learning, particularly in science and 

mathematics, since 2008 the IADB has supported a pilot to test and demonstrate the effectiveness of teaching methods at the 

primary school level. The initiative helped develop three pedagogical models that were piloted to understand the extent they 

could address the underlying problems (low knowledge base of teachers, students’ lack of interest in mathematics, and the 

parents’ apparent lack of interest in their children’s education. A scale up followed a rigorous impact evaluation. 

http://www.iadb.org/wmsfiles/products/publications/ documents/35018947.pdf   

17
 ADB. 2015. Technical Assistance: Unlocking Innovation for Development. Manila. 

18
 The innovation fund could support the following: (i) assessing the likely social impact or market viability of an innovation if it is 

scaled up and ways to drive cost-effectiveness as scale increases, (ii) addressing the operational challenges involved in building 

on the pilot, assess ways to drive cost-effectiveness as the scale increases; and (iii) adapting the innovation to different 

geographies and socioeconomic contexts. 

19
 http://www.infodev.org  

20
 http://www.globalinnovation.fund/about-us 

http://www.iadb.org/wmsfiles/products/publications/%20documents/35018947.pdf
http://www.infodev.org/
http://www.globalinnovation.fund/about-us
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become genuine catalysts for their local economies, and recognizing that finance alone is not enough, 

MIC governments can adopt several measures to help create an innovation ecosystem that supports 

SMEs in knowledge creation, diffusion, and adaptation. Such measures could include the following, all 

of which ADB has experience of supporting: (i) strengthening the regulatory and business environment 

for SME growth according to government priorities; (ii) improving access to and the quality of 

education at all levels; and (iii) widening access to affordably priced and reliable services. 

 

30. ADB has supported SMEs in client countries both directly and indirectly. Its direct support 

through its private sector window is limited. ADB support to SMEs through its sovereign operations is 

through a number of modalities that have diversified over time to meet the changing circumstances in 

Asia and the Pacific region, particularly the growing demand from private enterprises. In addition to 

lines of credit to development finance institutions or other financial sector entities (such as leasing 

companies), ADB’s PBLs—for reforming of industrial, financial, capital market, governance, and trade 

sectors—have also supported private enterprise development.
21

 However, the success of business-

relevant governance reforms to date has been mixed.
22

 

 

31. As part of the IFC-led Mekong Private Sector Development Facility, ADB provided business 

advisory services (along with policy advice) to selected agribusiness and garment manufacturing 

enterprises in Cambodia and Viet Nam in 2005 and 2006.
23

 ADB approved the Mekong Business 

Initiative in 2014, which (among other activities), is supporting business incubation programs for start-

ups and SMEs, and piloting innovative business models that can be scaled up.
24

  

 

32. Business advisory services are routinely provided by European Bank for Reconstruction and 

Development (EBRD) and IADB. Through its small business advisory services program, EBRD advises 

small enterprises on strategy, marketing, operations, quality management, financial management, 

energy efficiency, and beyond.
25

 Similarly, the Inter-American Investment Corporation of the IADB 

group offers advisory services in partnership with donor countries to meet the requirements of SMEs 

for strategy, planning, and management support to enable them to compete in the open market.
26

  

 

33. ADB could consider providing similar business advisory services to small enterprises that would 

complement ADB lines of credit targeted at private enterprises. Advisory services would not be 

provided by ADB staff or ADB consultants recruited through TA projects; instead the program could 

support, vet, and strengthen local consulting firms so they can sell their services to private enterprises 

that could then access financing from ADB lines of credit.
27

 

 

 

 

 

                                                           
21

  ADB. 2008. Support for Financial Intermediation in Developing Member Countries. Manila. 

22
  At the time of the evaluation in 2013, it was too early to assess the impact of such reforms on business transaction cost 

reduction, new enterprise formation, productivity improvement, employment generation, and other aspects of private sector 

activity. ADB. 2013. ADB Support for Strengthening the Enabling Environment for Private Sector Development. Manila. 

23
 The Mekong Private Sector Development Facility (MPDF) was a multidonor TA program started in 2000 for private sector 

development in Cambodia, Lao People’s Democratic Republic, and Viet Nam administered by the International Finance 

Corporation (IFC). The facility was funded by ADB, Australia, Canada, European Union, Finland, IFC, Ireland, Japan, New 

Zealand, the Netherlands, Norway, Sweden, Switzerland, and the United Kingdom (DFID). IFC acted as MPDF’s administrator. 

MPDF’s activities were organized around three pillars: (i) company advisory assistance, directly targeting assistance to SMEs, 

individual banks, and microfinance institutions; (ii) business development services through support to business associations, 

business edge management training program, bank training, and export promotion; and (iii) business enabling environment, 

aimed at improving institutional, legal, regulatory, and market conditions. ADB’s TA completion report can be found at 

http://www.adb.org/sites/default/files/project-document/66258/37575-reg-tcr.pdf. 

24
 ADB. 2014. Regional Policy and Technical Advisory Technical Assistance: Mekong Business Initiative. Manila. 

25
  http://www.ebrd.com/small-business-support.html  

26
  http://www.iic.org/en/what-we-offer/advisory-services#.V3NPIWfVzIU  

27
 Simultaneously, ADB may also need to consider addressing local currency financing needs of SMEs, and come up with 

innovative solutions for offering loans in local currency. 

http://www.adb.org/sites/default/files/project-document/66258/37575-reg-tcr.pdf
http://www.ebrd.com/small-business-support.html
http://www.iic.org/en/what-we-offer/advisory-services#.V3NPIWfVzIU
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Box 1: Fee-Based Services 

Instrument type: Technical assistance 

Rationale: Provide advice and policy options to address developmental issues in selected countries.  

Best suited for: Analysis and policy development in upper middle-income countries and high-income countries. 

Key features: Assistance is provided using staff or consultant resources, but the whole (or part) of the cost of 

the services, possibly including an administration fee, is charged to the recipient. 

Pros: 

(i) Maintains engagement with countries whose experience at a higher level of institutional and 

economic development can be useful for other Asian Development Bank (ADB) clients. 

(ii) Contributes to the solution of complex development problems. 

(iii) Enriches the range of knowledge available to ADB. 

Cons: 

(i) Some borrowing countries may object that they are already paying for these services through the 

spread on ADB cost of funds which flows into ordinary capital resources income. 

(ii) Client demands for short turnaround times and relevant advice may create considerable additional 

pressures on ADB staff. 

(iii) ADB staff would still be shouldering the administration and supervision cost of the technical 

assistance, unless a management fee is imposed on top of the cost of technical assistance resources. 

(iv) ADB staff may find it difficult to supervise specialized consultants in areas where it has limited direct 

experience. 

Considerations for ADB adoption: 

(i) ADB may need to develop host country agreements or standard contractual arrangements for 

countries. 

(ii) ADB may need to strengthen staff technical skills in the areas where it provides paid advice. 

Examples from elsewhere: 

World Bank. Reimbursable Advisory Services.  

http://www.worldbank.org/en/region/eca/brief/reimbursable-advisory-services 

International Fund for Agricultural Development. Instrument establishing the Reimbursable Technical 

Assistance Programme.  

https://webapps.ifad.org/members/eb/105/docs/EB-2012-105-R-28.pdf 

 

Source: ADB Independent Evaluation Department. 

https://webapps.ifad.org/members/eb/105/docs/EB-2012-105-R-28.pdf
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Box 2: Expansion of Guarantee Operations 

Instrument type: Guarantee 

Rationale: Guarantees can crowd in external investors, attracted by the backing provided by multilateral 

development banks. Guarantees do not require liquidity except in the event that the guarantee is called, freeing 

resources for investment or other operations.  

Best suited for: Countries and enterprises that are on the cusp of accessing capital markets. 

Key features: Asian Development Bank (ADB) undertakes to pay the lender in the case of government actions 

that impact repayment (political risk guarantee) or any event that leads to the obligation not being honored 

(credit guarantee). For that guarantee, the borrower pays a fee. 

Guarantees can be tailored flexibly to address very specific risks or slices of the repayment schedule (e.g., 

interest or principal). 

Pros: 

(i) Flexibility, with minimum intervention into normal market dynamics. 

(ii) Ability to break the ice with new investors, crowding them in. 

(iii) Multilateral banks well-suited to understanding and pricing political risk. 

(iv) Multilateral banks well-suited to act as an “honest broker” in structuring the transaction. 

(v) In the experience to date of ADB and other multilateral banks, call rates have been very low. 

(vi) Can be used to bring local companies or governments to domestic financial markets, when local 

currency financing is required. 

Cons: 

(i) Current provisioning rules do not give guarantees any advantage over lending. Reinsurance or 

counter-guarantees can reduce the claim on capital. 

(ii) Currently guarantees are counted in the same way as direct loans in a country’s allocation. To address 

this problem, the World Bank has established a $2 billion special “set-aside” fund, which is not 

country-specific and absorbs 75% of the guarantee amount. As a result, only 25% of the guarantee 

amount is counted against a country’s indicative planning figure. 

(iii) Higher transaction costs for the borrower (two counterparts instead of one). 

(iv) No price incentive for the borrower, who is charged the spread normally applied to loan operations 

for guarantees with sovereign counter-guarantee and market rates for operations without a counter-

guarantee. Inter-American Development Bank has experimented with small price subsidies to 

incentivize use of the instrument. 

Considerations for ADB adoption. ADB has significant experience already ($5.6 billion in guarantees between 

1988 and 2012). Some of the incentives on country allocations or pricing referred to above may be required to 

increase uptake of the instrument. 

Examples from elsewhere: 

The World Bank Group (International Bank for Reconstruction and Development, International Development 

Association, International Finance Corporation, and Multilateral Investment Guarantee Agency), Islamic 

Development Bank, European Bank for Reconstruction and Development, Inter-American Development Bank, 

and African Development Bank are involved in providing guarantees. For a detailed discussion of the use, 

potential, and constraints of guarantee utilization by multilateral development banks, see Overseas 

Development Institute. 2014. Guarantee for Development: A Review of Multilateral Development Bank 

Operations. London. 

Source: ADB Independent Evaluation Department. 
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Box 3: Risk Sharing of Mature Operations 

Instrument type: Transfer or reinsurance of assets of Asian Development Bank (ADB) to other parties. 

Rationale: Infrastructure requirements in Asia and the Pacific are extremely large, but a number of financial 

intermediaries are reluctant to offer finance because of the high risks and development costs in the early 

stages. By bringing a project to approval and beyond the procurement stage, ADB can entice risk-averse 

partners to participate in more mature operations, while at the same time freeing up capital resources to 

back additional operations. 

Best suited for: Private and public sector projects with equipment procurement. 

Key features: Several modalities can be considered, including: 

(i) Transfer of financing obligations to export credit agencies following procurement (so as not to 

influence the internationally competitive nature of the process). 

(ii) Reinsurance of guarantees. 

The essence of the approach in every case is for ADB to structure the transaction, and then to transfer the 

financing or risk-taking responsibility to other entities once the initial risk has been managed and the 

transaction structured. 

Pros: 

(i) Introduce other financing sources to the region with limited risk to them. 

(ii) Expand the pool of financing available. 

(iii) Free-up ADB capital and headroom. 

Cons: 

(i) Given the low cost of ADB financing, the operation may not be attractive to other financiers, or 

may entail a higher cost to the borrower. 

(ii) In the initial stage of relative abundance of ADB funds relative to bankable projects, it exacerbates 

the situation if successful. 

Considerations for ADB adoption: Develop expertise in this area. 

Examples from elsewhere: None identified. 

 

Source: ADB Independent Evaluation Department. 
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Box 4: Project Development 

Instrument type: Technical Assistance  

Rationale: Prepare projects that may not otherwise get developed, to a level of “readiness for 

implementation” and sale to interested implementers, whether public or private.  

Best suited for: (i) propagating a regional view on management of ecosystems that cut across national 

boundaries; and (ii) facilitating other public goods projects that could involve several countries. 

Key features: Proactive preparation and marketing of projects that countries / investors would otherwise not 

develop on their own. 

Pros: 

(i) Realizing projects with global and regional benefits 

(ii) Accelerating achievement of some Sustainable Development Goals 

(iii) Enriching the range of knowledge available to the Asian Development Bank (ADB) 

(iv) Advancing regional cooperation 

(v) Cofinancing opportunities 

Cons: 

(i) Proactive marketing required to ascertain buyer(s) for a prepared project 

(ii) May be difficult for ADB staff to supervise consultants in areas where they have limited direct 

experience. 

Considerations for ADB Adoption:  

(i) ADB may need to develop host country agreements or standard contractual arrangements. 

(ii) ADB may need to strengthen technical skills of staff.  

Examples from elsewhere: None identified.  

 

Source: ADB Independent Evaluation Department. 
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Box 5: Piloting Innovation 

Instrument type: Technical assistance loan or regular investment loan 

Rationale: Rigorous testing of small-scale innovative investment approaches or policies allows for adjustments 

before they are applied on a large-scale. 

Best suited for: Innovative approaches to development issues 

Key features: A small intervention whose design includes a component for rigorous monitoring and evaluation 

of the process, outcomes, and impact, to allow the identification of implementation problems and successful 

approaches. 

The evaluation could involve external actors who specialize in randomized experiments to ensure rigorous 

evaluations. The approach allows opportunities for teaming up with academic centers and promoting 

additional collaboration. 

Pros: 

(i) Limits the risk of failure of experimental policies and approaches through prior small-scale application 

and testing. 

(ii) Rigorous evaluation embedded in project design allows for learning of lessons and adjustments prior 

to going to scale. 

Cons: 

(i) Small-scale of pilot operations is a disincentive for staff and departments who aim at achieving larger 

business volume. 

(ii) National authorities may be unwilling to adjust project designs based on technical considerations 

alone. 

Considerations for Asian Development Bank adoption. Incentives must be introduced to encourage staff to 

process small-scale pilot operations. 

Examples from elsewhere: 

Inter-American Development Bank. A pilot project in Argentina was used to test and demonstrate the 

effectiveness of teaching methods for science and mathematics in fourth grade. Following a rigorous 

impact evaluation, the approach was scaled up to the national level. 

https://publications.iadb.org/handle/11319/1794?locale-attribute=en 

World Bank. A multi-donor program supported by the World Bank (http://www.infodev.org) 

Other. A fund supported by bilateral aid agencies of Australia, Sweden, United Kingdom, and United 

States, as well as other enterprises (http://www.globalinnovation.fund/about-us) 

 

Source: ADB Independent Evaluation Department. 

 

https://publications.iadb.org/handle/11319/1794?locale-attribute=en
http://www.infodev.org/
http://www.globalinnovation.fund/about-us
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Box 6: Small Business Advisory Services 

Instrument type: Nonreimbursable, partly or fully reimbursable technical assistance, not provided by Asian 

Development Bank (ADB) but by networks of local and international business consultants. 

Rationale: Access to medium and long-term finance is only one constraint faced by small and medium-sized 

enterprises (SMEs). Limited knowledge of potential markets, suppliers, technology, and limited managerial 

capacity are often less obvious but more binding constraints. SMEs are reluctant to engage in unfamiliar and 

potentially costly consulting services to fill these knowledge gaps.  

Best suited for: Complementing SME funds and credit lines 

Key features: Assist small businesses to overcome nonfinancial barriers to their expansion, and prepare for 

access to normal financing channels by supporting market studies, business plan preparation, technical 

studies, and any other business-related knowledge requirements. 

Advisory services would not be provided by ADB staff or ADB consultants recruited through technical 

assistance. The program would support, vet, and strengthen local consulting firms who sell their services to 

SMEs that utilize ADB financing based on demand. 

For services aimed at microenterprises and livelihood activities carried out by individuals “at the bottom of 

the pyramid,” locally rooted nongovernment organizations (e.g., BRAC in Bangladesh, Sarvodaya in Sri 

Lanka) may be best placed to provide the advice and guidance required. 

Advisory services can be paid through ADB grant funds based on a review of applications, or partly funded 

(50% in the case of European Bank for Reconstruction and Development’s program) directly by SME clients. 

Screening of applications could be devolved to the financial institution that administers the parallel credit 

program. 

Pros: 

(i) Increases SME sustainability, growth, and employment potential. 

(ii) Partial cost recovery increases ownership and sustainability. Reimbursement could be tied to the 

achievement of measurable objectives to create incentives for both sides. 

(iii) Develops local capacity in the business consulting industry. 

Cons: 

 Would need intermediary administrator, as direct ADB administration would be resource-intensive. 

Considerations for ADB Adoption: Initial funding for a pilot phase would need to come from technical 

assistance or donor resources. 

Examples from elsewhere: 

European Bank for Reconstruction and Development’s Small Business Support Initiative. 

http://www.ebrd.com/small-business-support.html 

Inter-American Development Bank’s FINPYME program. 

http://www.iic.org/en/what-we-offer/advisory-services#.V3NPIWfVzIU 

 

Source: ADB Independent Evaluation Department. 

http://www.ebrd.com/small-business-support.html
http://www.iic.org/en/what-we-offer/advisory-services#.V3NPIWfVzIU
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B. Use of Country Systems in ADB Supported Projects 

 

34. Although there is significant scope for improvement, in general, the institutional capacities of 

LMICs and UMICs for project design, implementation, and management are better today than they 

were a decade ago. Many MIC governments have formulated policies and regulations for procurement, 

financial management, and environment and social safeguards (among other aspects of project 

management). Additionally, many MIC governments recognize that environmental and social problems 

can derail economic development plans. For its part, ADB recognizes the need for greater use of 

country systems for procurement and safeguards when these are of good quality. ADB is committed to 

effective application of a borrower’s country safeguards systems, and as per the Safeguards Policy 

Statement (2009), is required to carefully and systematically assess country systems in terms of their 

equivalence and acceptability before deciding on their use.
28

 In so doing, ADB’s view is that by enabling 

a client move closer to adopting country systems, it develops capacity and contributes to improving 

their systems. Use of such systems could increase government ownership of operations, reduce 

implementation delays, and rationalize transaction costs.
 

 

35. However, as of mid–2016, no client MIC met all ADB requirements for procurement and for 

environmental and social safeguards.
29

 Country systems fall short of equivalence on one or more 

dimensions for all MICs, including UMICs. As the quality of country systems varies widely across MICs—

and among executive agencies within MICs in some cases—ADB has preferred to customize its 

approach to phasing-in country systems by beginning with an assessment of a country’s/agency’s 

legislative and policy / procedural framework and institutional capacities.  

 

36. ADB has established that the national competitive bidding (NCB) procedures in 18 LMICs
30

 and 

3 UMICs
31

 are acceptable to ADB,
32

 with some modifications to relevant national regulations. Agreed 

procedures for NCB for goods and works contracts financed in whole or in part by ADB include these 

modifications. ADB normally conducts procurement training based on its procurement guidelines, 

standard bidding documents, and other relevant material,
33

 and discusses any modifications that are 

needed in the NCB procedures of particular institutions. This is the closest ADB has come to adopting 

country systems in any area. For international competitive bidding, ADB systems are followed for ADB-

supported interventions.  

 

37. As of August 2016, two MICs (India and Indonesia) had formally applied for their country 

safeguard systems to be used for ADB-supported projects. ADB is considering whether to adopt 

country systems for environmental and social safeguards in certain types of projects in these MICs. A 

forthcoming IED evaluation on safeguards notes that ADB is identifying specific areas where country 

systems fall short of ADB requirements and will then seek to agree with the government on how gaps 

can be closed through capacity development and other support.
34

 As for NCB procedures, it is likely 

that in India acceptance of country systems will be on a project-by-project and agency-by-agency basis. 

Since the ADB Safeguards Policy Statement was approved in 2009, ADB has supported, with some 

                                                           
28

 ADB considers a borrower’s systems to be: (i) equivalent to ADB’s if they are designed to achieve the same objectives and 

adhere to the policy scope, triggers and applicable principles outlined in ADB’s safeguards policy; and (ii) acceptable to ADB, 

on the basis of an assessment of the borrower’s implementation practice, track record and capacity. ADB. 2009. Safeguard 

Policy Statement. Manila. 

29
  ADB requirements as laid down in the procurement guidelines and the safeguards policy.  

30
 Includes Armenia, Bangladesh, Bhutan, Cambodia, Georgia, India, Indonesia, Kyrgyz Republic, Lao People’s Democratic 

Republic, Mongolia, Myanmar, Pakistan, Papua New Guinea, Philippines, Sri Lanka, Tajikistan, Uzbekistan, and Viet Nam. For 

India, there is no country-wide acceptance, but procurement systems for national competitive bidding (NCB) are on a project-

by-project and agency-by-agency basis. 

31
 Includes Azerbaijan, the People’s Republic of China, and Kazakhstan. Malaysia, Thailand, and Turkmenistan are not included in 

this list.  

32
 NCB procedures of 2 LICs (Afghanistan and Nepal) are also acceptable—with some modifications—to ADB. 

33
 In many projects, ADB has conducted project procurement risk assessments, which identify capacity development needs for 

both international and national competitive bidding. 

34
 This forthcoming evaluation will examine various aspects of safeguards, including the use of country systems. 
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success, the strengthening of country systems for both environmental and social safeguards.
35

 These 

include country-level support for environmental laws and regulation; mechanisms for dispute 

resolution; compliance and enforcement of environmental regulations; improving capacities of energy, 

transport, urban development, manufacturing industry and the government; improving wastewater 

management, air quality, emission control, and energy efficiency measures; and alignment of country 

systems with ADB requirements. ADB has also organized regional workshops to facilitate knowledge 

sharing and promote convergence among country systems.
36

 It is anticipated that ADB will continue to 

strengthen institutional capacities as it considers the request to pilot the use of country systems in 

ADB-supported projects in India and Indonesia with those national agencies that are ready. 

                                                           
35

 IED. 2014. Safeguards Operational Review. ADB Processes, Portfolio, Country Systems, and Financial Intermediaries. Manila: 

ADB. 

36
 For more information, refer to: http://www.adb.org/site/safeguards/country-safeguard-systems 


