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EVALUATION RECOMMENDATIONS, MANAGEMENT RESPONSES, AND ACTION PLANS IN REPORT YEAR 2018 

 

No. Recommendation Management Response Action Plan 

2018  Annual Evaluation Review: The Quality of Project design and Preparation for Efficiency and Sustainability 

1 1) Seek opportunities to integrate social sector work and 

operations alongside hard-infrastructure sector operations in 

countries, through country partnership strategy planning and 

design processes, in line with the thematic approach that IED 

has recommended for ADB’s strategy going forward.  

 

Across ADB regions and countries, more cross-sectoral 

financing and knowledge solutions need to be embedded in 

ADB operations. For example, financing for public 

infrastructure can be better linked to support for health and 

social protection through mixed use of government land for 

social services; education sector work can be integrated with 

digital network infrastructure expansion projects; and 

knowledge products for education sector analysis can 

accompany financing support for technical and vocational 

education and training infrastructure. In doing so, ADB 

should capitalize on partnership and collaboration with the 

various players already working on these themes. 

 

Recommendation Accepted 

 

Management agrees. Integrated solutions already feature 

prominently in the proposed Strategy 2030. Management has 

now seen initiatives in several regions adopting integrated 

approaches to program and project financing. After the 

Strategy 2030 is approved, ADB will work more systematically 

with client countries and other development partners to 

program, plan, develop, and implement integrated solution 

operations. 

 

 

1. Strategy 2030, which 

features integrated 

solutions, approved 

by the board.  

(SPD, Q3 2018) 

 

2. Operational Priority 

plans of Strategy 

2030, embodying 

integrated solutions, 

produced through 

collaboration of 

sector and thematic 

groups.  

(SDCC, Q4 2019) 

2 2) Improve operational efficiency by continuing ongoing 

business process reforms, initiating new reforms to respond 

to context dynamics, regularly reporting on their progress, 

and learning from the analysis of significant factors affecting 

efficiency. 

 

ADB has promised or undertaken measures in many areas 

since the Strategy 2020 Midterm Review. To maintain this 

momentum, recent measures need to be monitored and 

regularly reported on. Consideration needs to be given to the 

dynamics of business processes. Measures taken in the past 

may no longer be critical, and instead, new measures will 

need to be identified in the future. It would be helpful to 

investigate the effects of project design and implementation 

measures in more detail than this report was able to do. 

Recommendation Accepted 

 

Management agrees. Management has been implementing 

business reforms on a systematic basis over the past decade. 

More recently, since the Mid-term Review of Strategy 2020, 

Management has undertaken reform measures in various areas, 

including procurement, technical assistance, and human 

resources. New business process reforms will be proposed in 

the Work Program and Budget Framework 2018–2020. In 

addition, under the proposed Strategy 2030, Management will 

pursue a modernization of its business processes by taking 

advantage of available technology to increase its operational 

efficiency and reduce the time for preparing and administering 

loans and technical assistance projects without compromising 

quality and integrity. 

 

 

 

Business processes 

improved through 

revision of at least 10 

Staff Instructions and 

Operation Manual 

sections.  

(SPD, SDCC and PPFD, 

Q3 2020) 
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3 3) Improve the sustainability of projects and their outputs 

and outcomes by systematically covering sustainability 

measures in project design documents. 

 

Progress on improving the sustainability of projects may well 

require more special attention than improving efficiency. It 

would be beneficial if measures and targets related to 

sustainability were further consolidated in RRPs; either (a) 

sustainability risks and measures could be made a mandatory 

part of the risk assessment and management document, or 

(b) a separate document could be created for this purpose 

(the current design and monitoring framework already fulfills 

this function for development effectiveness). This would 

make it easier to monitor the progress of sustainability 

measures. In-depth analysis and monitoring is needed, 

perhaps in the Development Effectiveness Review, to make 

sure that the progress made in project sustainability is 

preserved and that improvement measures continue to be 

implemented. 

 

Recommendation Accepted 

 

Management agrees. Management has undertaken many steps 

to address sustainability challenges by strengthening project 

design and monitoring, supporting capacity development and 

knowledge sharing. This is to recognize that sustainability has 

many dimensions—operational, financial, institutional, social 

and environment. The effect of these changes on sustainability 

rates has yet to be assessed. Management will review possible 

solutions to integrate sustainability measures into project design 

documents and propose changes by the end of 2018. 

 

 

Sustainability section 

integrated into project 

design documents 

(SPD, Q1 2019) 

4 4) Continue strengthening the MARS process to ensure that 

assessments of actions go beyond their direct outputs and 

report the outcomes of implementing the evaluation 

recommendations as well. 

 

The proposed assessment of outcomes must be (a) oriented 

towards institutional learning and (b) the result of a 

collaborative effort between ADB Management, staff, and 

IED. The 2017 AER called for IED and Management to jointly 

develop and operationalize protocols for monitoring both 

performance and results of the action taken on 

recommendations. This continues to be part of the MARS 

improvement plan which is being jointly implemented by IED 

and SPD. At the recommendations level, performance on 

planned actions continues to be self-assessed at their due 

dates and validated by IED. At the report level, the 

implementing and coordinating departments of the MARS 

will report on the progress made on the expected outcome(s) 

of the evaluation. This will be recorded in the MARS. 

Recommendation Not Accepted 

 

Management does not agree. Management will continue to 

work with IED to improve the effectiveness of IED 

recommendations, including enhancement of MARS. However, 

there are three issues with the recommendation that prevent 

Management from agreeing. Firstly, an “outcome” is not 

included in many recommendations and has to be inferred. 

Secondly, there is often a significant time lag between actions, 

outputs, and outcomes. For example, in recommendation 3 

above, if the outcome is the eventual sustainability of projects, 

this will not be measurable for 8-10 after the action. Using 

good practice examples from comparator organizations, 

Management endeavors to complete and close all actions 

within three years of their formulation moving forward. This 

will ensure that action plans remain relevant to the changing 

context. Thirdly, many factors contribute to the achievement of 

project outcome. Further assessment will be in order to inform 

about the effectiveness of actions. For example, project 

sustainability may rise, fall, or remain constant for many 

reasons other than improving project design documents. For 

Not applicable 
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these reasons, Management finds the recommendation 

impractical. 

 

Corporate Evaluation on Policy-Based Lending 2008-2017: Performance, Results, and Issues of Design 

5 1) Make greater use of PBL in sectors where investment loans 

are also undertaken and ADB has experience, to ensure that 

policy constraints on the achievement of the overall 

development outcome, such as increased access to services, 

are supported by relevant policy reforms.  

 

ADB makes significant investments in transport, energy, and 

water to improve service delivery and inclusive growth and it 

could make greater use of PBL to help unlock difficult policy 

settings in these sectors. PBL can also be valuable when the 

development objective requires more than investments in 

physical infrastructure. Such an approach would make ADB’s 

investment lending more efficient and sustainable. The 

appropriate point at which to identify the sectors to support 

is the country partnership strategy, and the sector analytical 

work should identify the reforms to be supported. 

Recommendation  Accepted 

 

Management agrees. Management agrees to the principle 

underlying this recommendation, that is to ensure a greater 

synergy of policy and project operations. In practice, however, 

Management cannot unilaterally force a combined approach. 

There might be room to expand the use of PBLs in sectors 

where investment operations are undertaken. Such assessment 

should be done at the stage of country partnership strategy 

and country programming exercises. Indeed, the choice of 

modality is context specific, drawing on country and sector 

analytical work and in close consultation with the relevant 

authorities. Management wishes to point out that even 

without explicitly using a combined approach, as part of a 

sector development program, ADB undertakes policy dialogue 

with central and sector agencies and supports relevant sector 

policy and institutional reforms. This is done either as a 

component of investment operations, or carried out as an 

accompanying technical assistance project. Finally, as this 

evaluation highlights, PBLs in traditional sectors like transport, 

energy, and water have had mixed results. Therefore, 

Management must have clear lessons distilled from this 

experience to avoid repeating mistakes from the past (i.e., 

what should we do differently to ensure that PBL performance 

improves in those sectors). 

 

 

 

In line with the 

directions and 

priorities of Strategy 

2030, the CPS and 

Country Operations 

and Business Plan 

(COBP) templates will 

be updated and will 

highlight the 

importance of ensuring 

the optimal mix of ADB 

products and 

modalities 

(SPD, Q4 2018) 

6 2) Develop an operational plan on the appropriate scope, 

objectives, and articulation of PSM interventions—which are 

currently very wide.  

 

PSM in PBL has grown significantly and is now the largest 

area of ADB’s policy focus. However, there is no coherent 

plan that clarifies ADB’s approach on the subject, provides 

additional focus given ADB’s constraints on capacity, and 

provides clear and consistent staff guidance. As with other 

areas, the plan should incorporate a theory of change for 

PSM interventions and provide guidance on appropriate 

Recommendation Not Accepted 

 

Management disagrees. Management does not see a sufficient 

justification in the report for a proposal as such. The concept of 

a PSM operational plan (OP) was explored a few years back by 

the governance thematic group and was not finalized because 

PSM is a large and complex policy field, cutting across sectors. 

Country heterogeneities make it very difficult to come up with 

a viable PSM OP. As a result, an overarching OP could be very 

generic, not useful for PBLs, and possibly counterproductive. 

Developing policy notes or learning products on selected PSM 

Not applicable 
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outputs and development outcomes. An operational plan 

would help to better define the role of PSM in relation to 

ADB’s investment projects and how different modalities can 

be better used to develop integrated solutions to 

development issues in the region. It would also lead to better 

guidance on organizational and staffing requirements in this 

area. 

fields (such as PSM reforms in developing member countries or 

good practices in promoting decentralization) may be more 

practical and useful. As part of Strategy 2030 implementation, 

ADB will prepare a broad-based thematic OP to give general 

guidance to ADB’s work in governance and capacity 

development. Though not specifically serving the purpose of 

guiding PBL design, PSM considerations will likely feature 

prominently in this work. 

 

7 3) Ensure that (i) concessional assistance-only countries 

(Group A) also have access to a countercyclical facility during 

crisis periods; and (ii) the use of contingent disaster financing 

is formalized.  

 

The ceiling on PBL financing from concessional resources is an 

explicit constraint that limits the financial support ADB can 

provide to vulnerable countries during crisis periods. A crisis 

response window, exempt from the ceiling, offering loans at 

a suitable cost and tenure, would ensure that ADB can 

respond efficiently during crisis periods. The use of 

contingent disaster financing can also be exempted from the 

ceiling. The use of this instrument has so far been limited to 

Pacific countries, but it is relevant to other vulnerable 

countries as well. 

Recommendation Accepted 

 

Management agrees. Building DMCs resilience to various 

external shocks (including economic crises and disasters) is a key 

objective under ADB new corporate strategy to 2030, which is 

reflected in ADB expanded vision to achieve a “prosperous, 

inclusive, resilient, and sustainable Asia and the Pacific”. Under 

Strategy 2030, ADB commits to strengthen DMCs’ financial 

preparedness for disaster response through such instruments as 

policy-based contingent financing and disaster insurance. 

Management are currently reviewing our Disaster Assistance and 

Emergency Assistance Policy (2004) and our toolkit of 

instruments to support disaster response and prevention, so this 

recommendation is timely. Management also supports the 

suggestion to establish a crisis window for concessional 

assistance only countries. This will, however, need to be 

discussed with ADF donors during the upcoming midterm 

review of ADF 12 or the next replenishment cycle (ADF 13). See 

also para. 7.ii above. 

 

 

1. Complete review of 

Disaster Assistance 

and Emergency 

Assistance Policy.  

(SDCC, Q2 2019) 

 

2. Prepare an R-paper 

formalizing 

contingent financing 

for disaster response. 

((SPD, SDCC, Q1 

2020) 

 

3. Subject to ADF 

donors’ concurrence, 

include the option of 

establishing a crisis 

window for 

concessional 

assistance only 

countries as a 

discussion item 

during the ADF 12 

mid-term review 

(February 2019), 

with a view of 

preparing a 

discussion paper for 

the ADF 13 

replenishment 
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discussions (starting 

in October 2019, 

ending in May 2020).  

(SPD, Q4 2020) 

 

8 4) Ensure that, in cases where the regional department’s view 

on the macroeconomic situation of a country diverges from 

that of the IMF, the risks are assessed independently of this 

regional department.  

 

In general, ADB and other MDBs and development partners 

rely on the IMF for its macroeconomic assessment of a 

country, but the G20 principles specify that each institution 

should remain responsible for its own lending decisions, 

which it should reach independently. The risks implied by 

ADB acting against the IMF assessment, including the 

reputational and precedent risks, must be fully assessed and 

borne by ADB. To ensure the objectivity of macroeconomic 

assessments, Management must ensure that risk assessment 

is made independently of the risk takers or departments 

promoting the operations. 

Recommendation Accepted 

 

Management agrees. Management agrees to the importance of 

conducting rigorous country macroeconomic assessments and 

effectively coordinating with the IMF and other partners. This 

practice is already in place in ADB and is being further 

strengthened. Management wants to reiterate that no PBL has 

been brought to the Board unless there was IMF support for 

the program. Close coordination with the IMF during PBL 

preparation is a requirement under ADB’s policy. In addition, 

with the new G20 principles in place, ADB and the IMF have 

further strengthened collaboration at corporate level, in 

addition to country level. In cases when there might be 

divergence of views between the IMF and ADB country teams, 

communication channels are established between the 

respective Strategy, Policy, and Review Departments to address 

and try to resolve such concerns. Management also believes 

that ADB has a robust institutional capacity to conduct 

objective macroeconomic assessment of DMCs. Each PBL 

proposal goes through an interdepartmental review process, 

which includes the Economics and Research and Regional 

Cooperation Department. Overall, the existing internal 

mechanism is sufficient to ensure that any risks arising from a 

divergent view with the IMF are adequately and independently 

assessed. 

 

 

 

The importance of 

coordinating closely 

with IMF during PBL 

preparation will be 

emphasized in the 

updated Operations 

Manual (OM) and new 

Staff Instructions (SI), 

including how to deal 

with situations where 

there might be 

significant divergence 

of views between ADB 

and IMF teams at the 

country level. 

(SPD, ERCD, RDs, Q3 

2019) 

9 5) Strengthen PBL design by: (i) limiting the use of process-

oriented actions and articulating policy actions as substantive 

outputs; (ii) tailoring the DMF so that policy actions, outputs, 

and outcomes are more clearly linked, and (iii) clearly 

referencing the analytical work that underpins PBL design.  

 

In line with its guidelines, ADB should include only those 

policy actions that are critical for removing particular policy 

constraints. It should also avoid excessive use of process-

oriented actions unless the outcome to which they contribute 

Recommendation Accepted 

 

Management agrees. Management is keen to further 

strengthen PBL design with the following comments. 

 

(i) As noted in para. 7.v, Management agrees that the policy 

matrix should address critical bottlenecks, and Management 

should try to minimize the use of process-oriented policy 

actions. At the same time, Management should avoid 

generalizations that all process reforms are not critical or of 

 

 

 

 

 

1. Revise OM, issue new 

SI, and update RRP 

template on PBL.  

(SPD, Q3 2019) 
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is specified. This would improve transparency and allow for 

much clearer monitoring and evaluation. Clearly linking policy 

actions in the policy matrix with outcomes in the DMF in a 

revised results framework template would encourage causal 

links to emerge more clearly, making it easier to evaluate PBL 

and allowing an assessment to be made of ADB’s value 

added to country level outcomes. ADB should reference the 

analytical work that underpins PBL design even where this is 

produced by other development partners. 

low value. They often play an important role to ensure 

accomplishment of politically sensitive policy actions and their 

ultimate effectiveness. 

 

(ii) The DMF guidelines will be revised this year. In this context, 

Management will review how to better integrate the policy 

matrix with the DMF. 

 

(iii) Management agrees that PBL should be based on solid 

analytical work and that this work must be adequately 

documented in the RRP. 

2. Revise DMF 

guidelines to address 

policy matrix issues 

with the DMF. 

(SPD, RDs, Q4 2020) 

 

3. Incorporate guidance 

on the formulation 

of policy actions in 

the new SI. 

(SPD, RDs, Q3 2019) 

 

4. Clarify the 

requirement for 

analytical work in the 

new SI. 

(SPD, RDs, Q32019) 

 

10 6) Strengthen the assessment of PBL design at program 

completion, including the justification for the PBL, the 

relevance of the policy reforms supported, the quality of the 

TA, and the extent to which policy actions were critical to the 

results.  

 

The assessment should go beyond determining the 

government’s compliance with the policy actions. It is 

important that PCRs critique the quality of the policy actions 

and pass judgment on how the loan design contributed to 

the achievement of results. This would require a more 

detailed analysis of TA work and policy dialogue than is often 

seen in PCRs. PBL outcomes should be included in the CPS 

results framework and achievements in the medium-term 

assessed in the CPS final reviews. 

Recommendation Accepted 

 

Management agrees. Integral to self-evaluation, Management 

is keen to strengthen PCRs and to improve the feedback loop 

between PBL design, implementation and evaluation. As IED is 

currently responsible for both PCR guidelines and PCR training, 

Management needs to work with IED to implement this 

recommendation. As the report points out, there are different 

methodologies used across MDBs for evaluating PBLs at 

completion. As a first step, it might be useful to review our 

methodology to ensure that it follows best practice, including 

how to assess criticality of policy actions and contributions to 

achieving outcomes and results. At the same time, 

Management should ensure effective implementation through 

adequate training and support. 

 

 

1. Review and update 

self-evaluation 

guidelines, 

particularly on PBL 

and PBG as a new 

instrument. The 

updated guidelines 

will also clarify PCR 

preparation for 

programmatic PBLs.  

(PPFD, Q2 2019) 

 

2. Design, organize, 

and deliver training 

on PCR preparation 

for PBLs twice a year 

to at least 60 ADB 

staff over a period of 

3 years. 

(BPMSD, Q4 2020) 
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11 7) Strengthen the overall quality assurance mechanism for 

PBL in ADB.  

 

This should be done through: (i) ensuring quality assurance 

for PBL separate to that done by the regional departments; 

(ii) introducing specific PBL training which addresses the 

design issues raised in this report; and (iii) undertaking a 

systematic review of PBL every 3 years. A separate unit in ADB 

could lead the development and future direction of PBL and 

provide a stronger program of PBL training. This unit would 

be responsible for overall quality control of PBL over the 

longer term. It would not oversee the detail of each PBL 

operation, but would provide guidance, direction, and overall 

reporting on performance through a rigorous systematic 

review every 3 years. 

Recommendation Accepted 

 

Management agrees. A number of measures are already under 

implementation. 

 

(i) Management is strengthening measures for corporate wide 

quality assurance. Quality assurance is ultimately the 

responsibility of regional departments. Each department has 

established respective internal quality assurance processes. This 

is further reinforced by an interdepartmental review process 

where key central departments provide functional inputs and 

feedback. Since 2017, SPD has been taking a more proactive 

role in quality assurance. A “Cross-Departmental PBL Review 

Team” has recently been established to provide a more focused 

review of selected PBLs, and to support cross-departmental 

learning and sharing of PBL experiences. 

 

(ii) A coordinated ADB-wide effort is in progress to support 

different aspects of PBL training. Knowledge and experience on 

appropriate choice of modality is basic to PBL preparation. SPD 

is undertaking increased outreach, training, and support on 

ADB’s lending modalities (including PBLs). A new financing 

modality training was introduced in 2017, with specific 

sessions on PBL. More advanced PBL training and knowledge 

sharing sessions are under development and will be 

implemented. Sustainable Development and Climate Change 

Department sector and thematic teams are organizing specific 

sessions relevant to PBL operations. ERCD is updating analytical 

guidelines for strengthening analytical underpinnings for PBL 

operations. 

 

(iii) The suggestion to undertake a systematic review of PBL 

every three years mirrors what is being done at the World 

Bank. As the study points out, different institutions have 

different policies and practices for evaluating PBL, so this issue 

should be looked out more holistically. It is not clear why such 

review would focus only on PBL and exclude other financing 

modalities. Management also needs to ensure that ADB’s 

resources are spent in the most efficient way, and that 

Management does not duplicate ongoing efforts. Perhaps such 

review work could be integrated in IED’s Annual Evaluation 

 

 

1. Extend the 

operations of the 

Cross-Departmental 

PBL Review Team on 

a pilot basis to 

provide good 

practice advice on 

selected PBL 

proposals 

(SPD, Q4 2019)  

 

2. Develop good 

practice note for PBL 

(SPD, Q2 2019)  

 

3. Design and organize 

one PBL peer-to-peer 

stock-taking and 

knowledge sharing 

event.  

(SPD, Q2 2019)  

 

4. Design and deliver 

an expanded 

outreach program 

for all modalities, 

including 3 focused 

sessions on PBL for 

at least 60 ADB staff 

and DMC 

government 

counterparts. 

(SPD, Q3 2019)  
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Review, Country Assistance Program Evaluations, or ADB’s 

Annual Portfolio Performance Review. Management suggests 

that this recommendation be revisited during preparation of 

ADB’s new corporate evaluation policy (which will cover both 

independent and self-evaluation). 

 

Impact of Cost-Shared Water Supply Services on Household Welfare in Small Towns: Ex-Post Impact Evaluation of a Project in Nepal 

12 1) Further test the model that was the object of this 

evaluation (cost-shared, community-managed water supply 

systems with institutional support) in other countries with a 

similar context to see whether it can be replicated and scaled-

up. 

Recommendation Accepted 

 

Management agrees. In a context where public resources are 

constrained, and the governments are encouraging private 

sector participation, cost-sharing is welcome from financing 

perspective. Literature review supports evidence of higher end-

user engagement in public service provision where cost-sharing 

is involved, and such higher end-user engagement has to 

greater accountability on part of the public service providers 

and higher quality of services. However, poor households are 

likely to be disadvantaged if the cost-sharing is unaffordable. 

This may lead to exclusion and deepening of inequalities in the 

access to services. Management suggests that the dimension of 

'inclusion' be rigorously tested in cost-sharing models to 

determine optimal project designs that mitigate the risk of 

exclusion of the poor in a cost-sharing model. 

 

 

Knowledge-sharing (1) 

event and session 

within broader sector 

event (1) (e.g. Asia 

Water Forum) held on 

cost-sharing models to 

disseminate the 

findings and identify 

opportunities to more 

rigorously test the 

dimension of 

‘inclusion’ in cost-

sharing models 

(SDCC-USG and ERCD 

in consultation with 

RDs, Q4 2020) 

 

13 2) Devote more attention to understanding the 

geohydrological setting when preparing water supply systems 

in multiple small towns, so that variability in quality and 

quantity of the source water can be better accommodated in 

project design. 

Recommendation Accepted 

 

Management agrees. While the importance of the 

recommendation at the project design stage is well 

understood, the whole ecosystem that enables the 

implementation of the recommendation needs to be 

strengthened also through medium to long term efforts. This 

will involve strong geohydrological capabilities among the 

consultants, concerned local institutions, regularly updated 

quality survey data, and transfer of relevant technologies.  

 

 

Institutional capacity 

building, quality 

surveys, and use of 

appropriate 

technologies included 

in project designs. 

(SDCC-USG in 

consultation with RDs, 

Q4 2020) 

 

14 3) Strategically plan and implement impact evaluations for 

future programs or projects that have potential for 

Recommendation Accepted 
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replication and scale-up as identified by sector and thematic 

groups 

Management agrees. However, Management would like to 

point out that the operational departments are not expected to 

have expertise in impact evaluation or identify projects ex-ante 

for replication and scale-up that can be subject for 

implementing impact evaluation. As 'One ADB', the impact 

evaluation expertise is hosted in the Economic Research and 

Regional Cooperation Department, which can implement the 

recommendation in coordination with various regional 

departments. 

1. Three staff and DMC 

clients’ capacity 

development and 

knowledge sharing 

programs or 

publications 

delivered. (ERCD, in 

coordination with 

RDs, Q4 2020) 

 

2. At least one impact 

evaluation initiated, 

for a project or 

program with 

planned 

demonstration 

effects and clear 

potential for 

replication and scale 

up (ERCD, in 

coordination with 

RDs, Q4 2020) 

 

Thematic Evaluation on Support for Small and Medium-Sized Enterprises, 2005–2017: Business Environment, Access to Finance, Value Chains, and Women in 

Business 

15 1) Specify the parameters for ADB’s support for SMEs 

covering (i) rationale, (ii) strategic areas of focus including the 

mix of sovereign and nonsovereign operations, (iii) corporate-

level objectives and performance indicators, and (iv) guidance 

on quality project design and implementation, as part of the 

new financial sector framework when it is updated.  

 

The Strategy’s first operational priority is on addressing 

remaining poverty and reducing inequalities. SME-related 

operations are assigned a special role in generating jobs. The 

framework could prioritize a set of frontier markets where 

SMEs face stronger development constraints. To allow SME 

operations to be deployed in riskier environments, the 

creation of a special financing vehicle or mechanism can be 

explored. Sovereign operations should not be used in 

situations in which they can undercut NSOs. 

Recommendation Accepted 

 

Management agrees. ADB’s support for SMEs is clearly set out 

in the Financial Sector Operational Framework and in the 

country strategies and business plans. Interventions are 

planned and implemented according to ADB policies as set out 

in the Operations Manual and other guidelines that specify the 

requirements for preparation and due diligence. The need to 

develop more diverse financing instruments is not limited to 

support to SMEs. Financial sector support could include more 

diverse financing instruments for SME operations, including 

those that can be deployed in higher risk environments. ADB 

will consider how SME operations will be improved when the 

financial sector operational framework is updated. 

 

 

1. Financial sector 

group contributions 

to the seven Strategy 

2030 Operational 

Priority Plans include 

strategic areas of 

focus (finance sector 

development, 

inclusive finance and 

infrastructure 

finance). 

(SDCC, PSOD, RDs, 

SPD, Q1 2019) 
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While recognizing that access to finance operations will 

remain a mainstay, business environment operations need 

further attention and be a priority in countries with 

significant market distortions affecting SMEs. The new 

financial sector framework should provide support using 

more diverse financing instruments for SME operations 

including credit guarantees, leasing finance, factoring and 

reverse factoring, and warehouse receipt financing. It should 

support smaller banks and NBFIs so they can scale up and 

reach the economies of scale that would allow them to 

spread out the risk of financing SMEs.  

 

Under ADB’s Strategy 2030, the new operational priority on 

women empowerment indicates that ADB will expand 

integrated support for women entrepreneurs and women-led 

SMEs through better access to finance, the adoption of new 

technologies, and policy and institutional reforms. Support 

for women in business needs to focus on addressing the 

underlying gender and social constraints on women-led SMEs 

and on improving business opportunities for women. Support 

should not be limited to providing finance but should include 

capacity building for women-led SMEs and broad policy 

reforms to gender sensitize the SME policy and legal 

framework. 

2. Proposals for the 

Corporate Results 

Framework to 

include financial 

sector performance 

indicators. 

(SDCC, PSOD, RDs, 

SPD, Q3 2019) 

  

3. Preparation of the 

new Financial Sector 

Operational 

Framework to 

include corporate 

objectives.  

(SDCC, PSOD, RDs, 

Q1 2020) 

 

4. Updates to the 

Operations Manual 

and Project 

Administration 

Instructions and 

Staff Instructions will 

include guidance on 

design and 

implementation. 

[option is to prepare 

guidance notes on 

design, 

implementation and 

monitoring of 

projects] 

(PPFD, SDCC, PSOD, 

RDs, SPD, Q1 2020) 

 

16 2) Improve the implementation and monitoring of results of 

SME operations.  

 

Support for improving the business environment needs to 

pay more attention to ensuring that reforms are effectively 

Recommendation Accepted 

 

Management agrees. Monitoring and evaluation are a key 

feature of any ADB operation. More recent and pipeline 

projects have more rigorous design and monitoring 

 

 

1. Proposals for the 

Corporate Results 

Framework to 
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implemented, especially with respect to human resources and 

institutional capacity. Monitoring of access to finance 

operations should focus on ensuring that sub-loans reach the 

targeted SMEs through systematic collection of data on the 

growth (in number and volume) and performance of the 

portfolio. Interest rates for on-lending by PFIs to SMEs should 

be 

tracked, as well as its associated tenors. 

 

ADB needs to identify performance indicators and targets to 

measure the development results of interventions in different 

SME operational areas, at both firm (SMEs and PFIs) and 

sector levels. ADB’s corporate results framework uses the 

number of SME loan accounts opened or number of end 

borrowers reached as indicators for its SME operations and 

proxies for access to finance. Performance indicators for other 

operational areas such as business environment and access to 

value chains also need to be established. ADB could consider 

developing a composite index to measure performance across 

countries. Key indicators could include the percentage of 

new-to-bank borrowers and the degree of access to finance 

for SMEs after operations close. ADB needs to identify and 

possibly include gender equity and women’s empowerment 

indicators to measure the performance and development 

results of operations supporting women in business. Projects 

should be provided with sufficient financial and staff 

resources to enable them to collect baseline data, set realistic 

targets and measurable and monitorable indicators, and 

make efforts to systematically collect progress data. This will 

enable ADB to carry out real-time assessments of project 

achievements and make mid-course adjustments if required. 

 

frameworks. Operations departments ensure that baselines and 

clear targets are established, supplemented by appropriate 

reporting requirements that allow ADB to monitor the growth 

and performance of the portfolio and its impacts on target 

SMEs. 

include financial 

sector performance 

indicators. 

(SDCC, PSOD, RDs, 

SPD, Q3 2019) 

 

2. Reporting against 

approved finance 

sector indicators to 

be included in the 

Development 

Effectiveness Report 

(SPD, Q2 2020) 

17 3) Improve the SME knowledge base in ADB and increase 

advisory services to better serve clients. 

 

Knowledge services are increasingly needed as economies in 

the region become more sophisticated. Most ADB DMCs are 

now middle-income countries that demand cutting edge 

expertise. To meet this demand, ADB needs to improve its 

understanding of SME sectors in the region and how it can 

most effectively support them. It needs to assist its staff. It 

Recommendation Accepted 

 

Management agrees. It is important to build on current 

knowledge that supports SME operations. Knowledge products 

and services need to be relevant, up-to-date, and focused on 

new trends and developments. Financial markets and SMEs are 

transforming rapidly and are at different stages of 

development in ADB’s DMCs. Knowledge work will need to be 

well targeted to meet the specific needs of individual countries. 

 

 

At least one program 

specific SME-related 

knowledge product in 

the KPS plans of ODs 

and in the Knowledge 

Management Action 

Plan 
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should provide more relevant and updated technical advice to 

countries.  

 

Knowledge work is important and must be applicable and 

relevant to ADB operations. It must also be presented in a 

manner that allows ADB staff to use the material in 

discussions with clients as a marketing tool to generate new 

ideas and business opportunities in line with the 

implementation of ADB’s Strategy 2030. ADB may consider 

doing more impact evaluations and innovative research to 

advance the knowledge base on SME operations. 

 

Impact evaluations, as recommended above, and innovative 

research can also advance the knowledge base on SME 

operations. 

(SDCC, PSOD, RDs, Q2 

2019) 

18 4) Improve staff skills and interdepartmental coordination, 

particularly between the Private Sector Operations 

Department (PSOD) and the regional departments, to 

maximize the One-ADB impact.  

 

Staff capacity to understand borrowers’ financial sectors 

could be supported by TA. ADB should pay more attention to 

understaffing and high staff turnover through, for example, 

increasing incentives for SME operations staff. ADB should 

more formally and fairly recognize and reward the 

contribution of staff to innovative customized solutions in 

project design rather than template approaches. Staff should 

be decentralized to field offices where possible. The 

evaluation agrees with the Review of the Financial Sector 

Operational Plan in 2017 that ADB needs to add experts in 

such emerging and innovative finance areas as digital, green, 

disaster risk, Islamic, and municipal finance.  

 

New ways of coordination, collaboration, and administrative 

planning and budgeting for joint operations between 

departments should be developed, particularly PSOD and the 

regional 

departments. The peer review process should be 

strengthened and reviewing across sovereign and NSOs 

should be encouraged. Public sector operations (both project 

lending and policy-based lending) can complement private 

sector operations by creating the upstream conditions for the 

private sector to prosper, as promoted in ADB’s Strategy 

2030. 

Recommendation Accepted 

 

Management agrees. Improving staff and counterpart capacity 

and deepening coordination is a process of continuous 

improvement throughout ADB operations. There are also many 

relevant technical assistance (TA) initiatives for capacity 

development in which staff and counterparts participate. For 

example, the Office of Risk Management runs with PSOD an 

average of three workshops a year on risk management, 

through which nearly 500 participants from 32 DMCs have 

been trained since 2013. PSOD’s Trade Finance Program 

conducts six training sessions for banks per year. Additionally, 

both sovereign and nonsovereign operations use TA in many of 

projects to help banks digitize and develop new products to 

better reach micro, small- and medium-sized enterprises. 

 

 

1. At least 8 finance 

sector group 

meetings/ workshops 

held per year to 

increase 

collaboration and 

information sharing 

between operations 

departments  

(SDCC, PSOD, RDs, 

Q1 2019) 

 

2. Publish at least 4 

conference 

proceedings/ blogs/ 

case studies based 

on outcomes from 

capacity 

development 

activities/ projects 

(SDCC, PSOD, RDs, 

Q4 2019) 
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Thematic Evaluation on State-Owned Enterprise Engagement and Reform 

19 1) Address SOE reform issues more comprehensively, 

strengthen the provision of well-articulated strategic 

direction to governments, and use the country partnership 

strategies process for articulating country relevant 

approaches in project design.  

 

Reforms call for interventions at the macro level, sector level 

and in specific SOEs, and are inherently complex and sensitive 

issues for governments, SOEs and other stakeholders. The 

discussion on SOE reform with governments at a high level 

will require continuous and intensive policy dialogue that is 

supported by analysis of issues relevant to fiscal 

management, competition policy, corporate governance 

practices as well as SOE operational and financial 

performance. It is anticipated that the proposed high-level 

engagement with the government will go beyond the 

traditional CPS country programming process and also cover 

program / project design aspects. 

 

Recommendation Accepted 

 

Management Agrees/Under Implementation. Management 

shares the view that synergy across its operations on policy, 

projects, and knowledge can be sharpened and applied more 

consistently across its portfolio. Management has committed 

to improve these synergies through the “One ADB” approach 

as articulated in Strategy 2030. Paragraphs 8-10 above describe 

ongoing initiatives that are being implemented at the country 

and sector levels to ensure a more comprehensive approach to 

ADB’s engagement on SOE reforms. Additional suggestions on 

how ADB can better use existing processes, other than what is 

already under implementation and is practiced through 

operations, would have been informative. 

No action plan 

uploaded in the MARS 

20 2) Strengthen the capacity of the existing SOE Working Group 

to enable proper articulation of strategic approaches to SOE 

reforms and guide bank-wide SOE engagements for effective 

implementation.  

 

This will require dedicated SOE reform experts that are 

facilitated and enabled by inhouse knowledge bases, and 

access to sector expertise through partnership arrangements 

with centers of excellence. The Working Group will provide 

knowledge inputs to operations departments, guide 

operations departments in project design, and participate in 

high-level policy dialogue with governments. 

Recommendation Accepted 

 

Management Agrees/Under Implementation. Management 

agrees that greater knowledge work on various aspects of SOE 

operations and the constraints inherent in our work would 

benefit SOE operations and help our DMCs. It was in this spirit 

that the SOE Working Group was established in December 

2016. ADB is also considering the appropriate steps to enhance 

the activities of the SOE Working Group as it moves to Phase 2 

(see para. 11 above). While Management currently plans to 

strengthen the SOE Working Group activities, the existence of a 

working group is not a prerequisite to articulating strategic 

approaches to SOE reforms. As such, Management will review 

the need for a SOE Working Group and its activities 

periodically. In parallel, as part of Strategy 2030 

implementation, an Operational Plan for Governance and 

Institutional Capacity is being prepared, which will incorporate 

SOEs as a priority area. 

 

No action plan 

uploaded in the MARS 
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21 3) Improve significantly the monitoring and reporting of ADB 

supported SOE reform measures.  

 

At present, ADB records progress in implementing only 

investment components of project-based loans and grants 

until project closing; and reform components of project-

based loans and grants are not covered adequately in their 

completion reports. ADB should record in a central database, 

progress on reform components of project-based loans, 

policy-based loans, results-based loans and TA projects until 

project closing. Significant improvements (such as by 

designing suitable indicators for various reform areas) are 

also required to enable ADB to monitor reform outcomes that 

normally become discernable after project closing. Where 

such monitoring is difficult for each and every specific 

project, it is suggested that a macro-level or sector-wise 

approach be adopted. The CPS country programming and 

policy dialogue processes can be used to gauge the extent 

ADB supported reforms have been sustained, replicated and 

mainstreamed. By incorporating SOE reform indicators in the 

corporate results framework, ADB will be able to better 

monitor at the corporate level, its contribution to reforming 

SOEs in line with Strategy 2030. 

 

Recommendation Partially Accepted 

 

Management Partially Agrees. Management agrees that 

monitoring and reporting of reforms, not only SOE reforms, 

can be improved. Several of the suggestions under this 

Recommendation have been made by IED in earlier studies. The 

report proposes: (i) improvements in self-evaluation; (ii) reform 

indicators for SOEs be included in the Corporate Results 

Framework (CRF); (iii) monitoring at the macro and sector 

levels, including through the CPS (see paras. 8-10 and 12-13 

above); and (iv) development of a central database. ADB 

undertakes post-project monitoring of reforms under its CPSs, 

sector roadmaps, and regular portfolio reviews. All projects 

have Design and Monitoring Frameworks which, if relevant, 

include reform indicators. Together, these platforms create a 

structure for monitoring reforms at the country level. It is 

therefore unnecessary to create a central database to monitor 

reforms. Finally, the development of the CRF is a work in 

progress and consideration will be given to the inclusion of 

SOE reform measures in this structure. 

No action plan 

uploaded in the MARS 

22 4) Refine the project classification system to enable better 

tagging of SOE reforms in all sectors and enhance ADB’s 

knowledge base.  

 

The introduction of SOE reform as a subsector under PSM in 

the project classification system that came into effect in 

2014, enabled tagging of projects classified under PSM 

sector. A further revision to enable tagging for SOE reform in 

finance, infrastructure and other non-PSM sectors would be a 

useful building block for expanding ADB’s knowledge base 

on SOE reforms. This knowledge base should provide easy 

access to knowledge embedded in project design and 

completion documents, as well as consultant reports, and 

should enable collation and analysis. It should help ADB in 

preparing specific knowledge products that enable high-level 

policy dialogue with governments, and for knowledge 

dissemination amongst governments and project 

Recommendation Accepted 

 

Management Agrees/Under Implementation. Management has 

several initiatives ongoing in this area. These include revision of 

the PCS and the tagging of SOEs in eOps. Knowledge 

generation is ongoing (see para. 18 above) and will be further 

enhanced after the formulation of the Knowledge Action Plan 

to support Strategy 2030 (see para. 15 above). Management 

agrees that the process of classification and tagging will enable 

the creation of create a more systematic operational 

knowledge base (see para.17 above). 

No action plan 

uploaded in the MARS 
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beneficiaries. Some such knowledge products could be 

benchmarking studies and lessons from ADB support for SOE 

reforms in given macro and sector contexts. 

 

Sector-Wide Evaluation on ADB Support for Agriculture, Natural Resources, and Rural Development 

23 1) Ensure the new operational priority plan for the rural 

development and food security priority area of Strategy 2030 

recognizes the need for multisector solutions and is 

underpinned by a revised sector framework for agriculture 

and natural resources, and a revised sector framework for 

water, with more detailed guidance and a refined project 

classification.  

 

The operational priority plan should distinguish the roles of 

the agriculture sector and other sectors in supporting the 

priority themes of rural development and food security. The 

agriculture sector should be central, but the plan should also 

articulate how the other main sectors (finance, public sector 

management, private sector operations and water) should 

contribute. A new sector framework is needed for agriculture 

and natural resources to replace the 2015 ANRRD Operational 

Plan. The revised corporate target needs to track both 

agricultural and nonagricultural contributions. To track 

progress toward rural development and food security targets, 

the project classification system should be revisited. ANRRD 

currently has 17 subsectors, some of which are only 

marginally related to agriculture. Specific operational 

guidance (e.g., tool kits and good practice notes) should be 

developed for areas of increasing importance (the value chain 

and private sector development) and neglected subsectors 

and regions (e.g., fisheries and the Pacific). At the same time, 

project classification system, including the 17 subsectors, 

should be refined and better aligned with the sector’s 

contribution to the priority area. 

 

Recommendation Accepted 

 

Management agrees. The need for multisector solutions is 

recognized as underpinned in Strategy 2030. A new 

Operational Plan for Rural Development and Food Security 

2019-2024 is being prepared to provide strategic guidance on 

all aspects of ANNRD. Refinement of project classification is 

underway as a broader corporate initiative. 

No action plan 

uploaded in the MARS 

24 2) Promote more robust sector diagnostics, through 

increased technical assistance, to strengthen project pipelines 

and country partnership strategies that can deliver the 

Strategy 2030 rural development and food security priority 

area objectives.  

 

Recommendation Accepted 

 

Management agrees. Increased technical assistance for sector 

research and diagnostics, scoping studies for potential 

investments, upscaling of pilots, knowledge sharing, and 

learning will enable operations to increase country-level 

No action plan 

uploaded in the MARS 
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CPSs should be better integrated across sectors and themes 

so they more fully support rural development and food 

security. Sector analysis should be enhanced to identify key 

constraints on development; expanding investments to 

include areas beyond infrastructure, specifically policy and 

value chains; reducing food losses; strengthening food safety; 

and improving nutrition. The CPSs should also reflect a 

greater role for nonsovereign operations and private sector 

development. 

 

engagement to strengthen project pipelines and country 

partnership strategies in support of rural development and 

food security. 

25 3) Increase the attention paid to agricultural activities, policy 

and institutional reforms, and the private sector to address 

key constraints on outcomes.  

 

Water is an essential input, particularly for crop-based 

agriculture, but ADB needs to pay additional attention to 

other activities. More work across the value chain is needed 

to support rural populations to grow, process, and market 

crops, livestock and fisheries in response to market needs. 

The ANRRD sector divisions should coordinate and leverage 

financial inputs such as microcredit, small and medium-sized 

enterprise finance, and crop insurance. Expanded programs 

are also needed to support on-farm activities and to 

introduce new practices and technologies. ADB needs a more 

systematic approach to influence policy and strengthen 

institutions to provide needed services, such as those related 

to grades and standards, food safety, and trade. 

 

Recommendation Accepted 

 

Management agrees. ADB will further emphasize and leverage 

its experience and synergies on policy dialogues leading to 

reforms. This will be considered a key outcome of operations. 

No action plan 

uploaded in the MARS 

26 4) For expanding areas of work (e.g., value chains) and core 

work needing improvement (e.g., irrigation) strengthen up-

front diagnostic work, quality-at-entry processes, and 

supervision for better performance, particularly sustainability, 

and results at the project level.  

 

This will improve the effectiveness and sustainability of ADB 

supported investments and help them to respond to the 

evolving challenges and complexity of implementing ANRRD 

projects. The evaluation identified a number of issues 

affecting project performance, particularly related to 

sustainability and irrigation, that should be taken into 

consideration during this process. ANRRD project designs are 

Recommendation Accepted 

 

Management agrees. ADB will further strengthen different 

aspects of project cycle. 

No action plan 

uploaded in the MARS 
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often ambitious given their contexts, remote locations, and 

the limited capacity of key stakeholders. Key constraints and 

potential partners in the value chain need to be assessed. The 

use of remote sensing and other technologies should be 

mainstreamed to support ADB analysis. 

 

27 5) Enhance support for agricultural value chains, through a 

One ADB approach that articulates collaboration between 

sovereign and nonsovereign operations.  

 

Mechanisms and incentives are needed to support cross-

departmental project design and implementation support. 

Joint project development and supervision by staff working 

on sovereign and nonsovereign value chain projects is 

needed, since all such projects will have some combination of 

public sector, private sector, and farmer elements. 

Government policy is important to all such operations. 

Analyzing the value chain and implementation support by 

ADB will be at the core of all such operations, whether 

sovereign or nonsovereign. Implementation support by ADB 

will be important both for sovereign and nonsovereign value 

chain operations. On the nonsovereign operations side, there 

is a particular need to increase the agricultural expertise 

available for implementation support. 

 

Recommendation Accepted 

 

Management agrees. The One ADB approach is demonstrated 

through the complementarity of sovereign and nonsovereign 

operations. Both have different roles to support activities on 

the ground. 

No action plan 

uploaded in the MARS 

28 6) Maintain attention and improve performance of 

investments in water infrastructure, where ADB has a 

comparative advantage, and expand focus on broader water 

resource management and climate actions.  

 

Climate change impacts on water will be amongst the most 

significant for the region, and appropriate adaptation 

features should be mainstreamed to improve resilience of the 

built assets. The historically poor performance of irrigation 

warrants greater attention to activities that are 

complementary to infrastructure investments. Similarly, 

improved sustainability needs a more serious commitment to 

associated with institutional capacity, policy and operation 

and maintenance. Monitoring the efficacy of ongoing and 

future investments that seek to address these historical 

Recommendation Accepted 

 

Management agrees. These are ADB's focus areas already. 

No action plan 

uploaded in the MARS 
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performance issues, is needed for potential replication and 

scaling up. 

 

29 7) Increase ADB’s expertise and strengthen the ANRRD staff 

skills mix.  

 

ADB needs to include a more diverse skill set among its staff 

working on ANRRD and to include skills in policy and 

institutional analysis as well as agronomist, value chain and 

private sector development expertise to complement the 

water experts in regional departments and the investment 

specialists in PSOD. 

 

Recommendation Accepted 

 

Management agrees. As part of the preparation of new 

Operational Plan for Rural Development and Food Security 

2019-2024, the need for more ANRRD staff with appropriate 

skills mix is being assessed. 

No action plan 

uploaded in the MARS 

30 8) Expand collaboration and partnerships with recognized 

centers of excellence to complement current staff resources 

and supplement skills shortages.  

 

Augment ADB infrastructure expertise with complementary 

strategic partnerships for smallholder support, the value 

chain, and agribusiness development. For overall sector 

knowledge, ADB should strengthen its partnerships with the 

international research centers of the Consultative Group on 

International Agricultural Research. Operationally, ADB 

should consider strengthening its engagement with IFAD and 

the Food and Agriculture Organization. Placing IFAD staff 

within ADB should be the starting point for a more strategic 

partnership between the two institutions, including IFAD 

participation in the ANRRD thematic group. 

 

Recommendation Accepted 

 

Management agrees. ADB already has active/formal 

collaboration with the International Rice Research Institute, 

International Fund for Agricultural Development, International 

Food and Policy Research Institute, International Atomic Energy 

Agency and other research institutions in ongoing ANRRD 

operations. Collaboration and partnerships with development 

partners and other relevant stakeholders will be further 

highlighted in the new Operational Plan for Rural Development 

and Food Security 2019-2024 to complement/supplement ADB 

operations on-the-ground, undertake sector diagnostics, 

conduct and upscale pilots, and improve knowledge sharing 

and learning. 

No action plan 

uploaded in the MARS 

ADB = Asian Development Bank; ADF = Asian Development Fund; AER = annual evaluation review; ANRRD = agriculture, natural resources, and rural development; CE = corporate 

evaluation; CPS = country partnership strategy; CRF = corporate results framework; DMC = developing member country; DMF = design monitoring framework; eOps = electronic 

operations database; ERCD = Economic Research and Regional Cooperation Department; IED = Independent Evaluation Department; IFAD = International  Fund for Agricultural 

Development; IMF = International Monetary Fund; MARS = Management Action Record System;  MDB = multilateral development bank; NSO = nonsovereign operation; OP = operational 

plan; PBL = policy-based lending; PFI = participating financial institution;  PSOD = Private Sector Operations Department; PSM = public sector management; RRP = report and 
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