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ANALYSIS OF ENVIRONMENTAL AND SOCIAL MANAGEMENT SYSTEMS 
FOR FINANCIAL INTERMEDIARIES, 2007–2012 
 
1. The analysis is based on a detailed review for each project with an environmental and social 
management system (ESMS) or environmental and social safeguards framework (ESSF) in 
Supplementary Appendix 1. The findings are summarized in Tables 1–3. The narrative analysis will focus 
on financial intermediary (FI) projects approved since the adoption of the Safeguard Policy Statement 
(SPS). 
 

Table 1: ADB Due Diligence on Financial Intermediary Projects (2007–2012) 
     ADB Due Diligence 
Evidence of Due Diligence Exercised 2007–2009 2010–2012 
Not Present 9 4 
Partly Present 5 8 
Present 6 6 

Total 20 18 
ADB = Asian Development Bank, RRP = report and recommendation of the President. 
Source: Based on analysis of RRPs on financial intermediaries. 

 
Table 2: Financial Intermediary Due Diligence in Environmental and Social Management Systems  

Pre- and Post-Safeguard Policy Statement Approval 
     Financial Intermediary Due Diligence 
Evidence of Due Diligence Exercised 2007–2009 2010–2012 
Not Present - 1 
Partly Present 3 3 
Present 17 14 

Total 20 18 
Note: Pre-Safeguard Policy Statement = 2007–2009, Post-Safeguard Policy Statement  = 2010–2012. 
Source: Based on analysis of environmental and social management systems. 

 
Table 3: Assessment of Quality of Environmental and Social Management Systems  (2007–2009) 

Evidence of Proper 
Discussion of 
Required Elements 
of ESMS 

E&S Policy   Screening   
Organization 
and Staffing   Training   

Monitoring 
and Reporting 

Pre-
SPS 

Post-
SPS 

Pre-
SPS 

Post-
SPS 

Pre-
SPS 

Post-
SPS 

Pre-
SPS 

Post-
SPS 

Pre-
SPS 

Post-
SPS 

Not Present 7 1   2 1   7 3   12 5   1 1 
Partly Present 5 6 10 8 5 8 5 12 17 7 
Present 8 11 8 9 8 7 3 1 2 10 

Total 20 18 20 18 20 18 20 18 20 18 
E&S = environmental and social, ESMS = environmental and social management system, SPS = Safeguard Policy Statement. 
Note: Pre-SPS = 2007–2009, Post-SPS = 2010–2012. 
Source: Based on analysis of ESMS. 
 

A. Safeguard Requirements of Financial Intermediaries Approved Since the 
Safeguard Policy Statement  

 
2. The following discussion is based on Supplementary Appendix 1. A distinction is made between 
(i) due diligence applied by ADB when approving the FI project and the ESMS (if it had one at the time 
of approval); (ii) due diligence applied by the FI when preparing subloans and subprojects; and (iii) the 
presence and quality of description of required elements of the ESMS.  
 

1. ADB Due Diligence Applied to the Preparation of Loan Projects 
 

3. Project documentation (both ESMS and report and recommendation of the President) for seven 
projects referred to the capacity of the FI and, in broad terms, indicated that capacity would be 
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developed. Seven projects made no mention of an assessment of FI safeguard capacity. These statistics 
are generally consistent with the evaluation of training needs presented below. This suggests that, even 
in those limited cases where FI capacity was assessed as part of ADB’s due diligence, ADB did not 
follow through with actual programs for FI capacity development, in particular safeguard training of FI 
staff. The conclusion is that, as in case of staff training, the assessment of safeguard staff skills and 
their development receives little attention by FIs themselves and that ADB offered little support to the 
FIs on this aspect of ESMS implementation. 
 

2. Due Diligence Applied by the Financial Intermediary Regarding Subloan Approval 
 
4. FI due diligence on subprojects focuses on the three safeguard issues covering the following 
aspects: (i) compliance with national laws, regulations, norms and policies; and  
(ii) verification of no involvement by a subproject in prohibited investment activities. Compared with 
the due diligence of FIs approved before the SPS (85%), due diligence since the SPS has been about the 
same (78%).  
 

3. Presence of Required Elements in the Environmental and Social Management Systems  
and their Quality  

 
5. Environmental and social policy statement in the ESMS. Eleven of the 18 FI projects (61%) had 
a proper policy statement in the ESMS and/or made clear reference to the SPS. One did not have this 
policy statement while six partially referred to the SPS in the ESMS.   
 
6. Screening, categorization, and review procedure. Nine of the 18 FI projects had detailed 
descriptions of screening and categorization procedures. These were found to be consistent with the 
SPS’s requirements for environmental assessment, involuntary resettlement (IR), and Indigenous 
Peoples (IP) planning, and their review and approval procedures were clearly laid out. One FI project did 
not mention review and approval procedures in their respective ESMS documents, while eight had 
partial discussions on screening, categorization, and review procedures.    
 
7. Only nine ESMSs documented specific safeguard requirements for subloan agreements 
between the FI and its clients. Eight had limited discussions on FI safeguard obligations, and one was 
completely silent on this topic. This is a critical aspect of the review procedure. In particular, unless 
safeguard conditions of subloans are part of ESMS procedures, it is unlikely that such conditions will be 
included in FI or client subloan agreements, client bid documents, and client or subcontractor contract 
documents. Safeguard requirements can then not be legally enforced upon subproject contractors. 
With no opportunities for legal redress, the likelihood that the client will pay proper attention to 
implementing subproject safeguard requirements diminishes considerably. This is particularly the case if 
those obligations involve costs or are time-consuming. This, in turn, presents a risk that the FI may not 
comply with safeguard requirements, which, in turn, can become a serious reputational risk factor for 
ADB.  
 
8. Organizational structure and staffing. Seven ESMS documents contained sufficient detail on 
safeguard organizational structure and staffing, while eight had partial discussions of their existing 
safeguard capability. Three ESMS documents contained limited discussion on organizational structure 
and staffing.     
 
9. Organizational structure and quality of the staff would normally only be an important 
consideration when an FI subproject is to be assigned category A. FI operations in certain sectors (e.g., 
energy efficiency, micro, small and medium-sized enterprises) are highly unlikely to be presented with a 
category A subproject for consideration. Therefore, as long as the FI or subborrower includes staff with 
both responsibility and capacity for ESMS implementation, proper attention is likely to be given to 
safeguards in subproject assessment regardless of where they may be positioned in the organizational 
structure.   



Safeguards Operational Review, Linked Document G 
 

3 

10. Training requirements in the ESMS. Twelve ESMS documents contained a brief reference to 
training and five made no mention of it.1 Only one of the documents contained details normally 
associated with a training program such as: (i) number and type of staff to be trained; (ii) type of 
training to be received and where (domestic or overseas); (iii) duration of training; (iv) schedule of 
training; and (v) costs. The limited attention FIs appear to give to their staff safeguard training 
requirements will affect their ability to implement the safeguard procedures and activities prescribed in 
the ESMS to individual subprojects (in particular, screening and categorization). Without trained staff, it 
is difficult to conduct screening and categorization, formulate safeguard planning instruments, and 
supervise implementation.  
 
11. Monitoring and reporting responsibilities of the client in the ESMS. Ten ESMS documents 
discussed the system for monitoring and reporting by the borrower or client. Seven ESMS documents 
had partial discussions on monitoring and reporting responsibilities of the borrower. Only one ESMS 
document had no monitoring and reporting system. 
 
 

                                                   
1  One ESMS indicated that two consultants would be engaged to support the project management unit (PMU) safeguard issues, 

but it was unclear whether training was to be included. 


