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FUTURE STRATEGIC DIRECTIONS 
 
 
1. This linked document has three sections. Section A presents details on the methodology used 
and sources of data for the data envelopment analysis (DEA) for determining the untapped RCI 
potential in the 20 different subregions globally. The corresponding DEA scores are presented in Table 
2, where smaller values represent larger potential for increased RCI levels. In Figure LD 12.1, the 
different subregions relative to the frontier curve for trade integration are plotted. Section B presents a 
comparative strengths, weaknesses, opportunities, and threats (SWOT) analysis of the current RCI 
organizational and operational arrangements in ADB, compared with three different hypothetical 
scenarios. 
 
A. Data Envelopment Analysis 
 

1. Applied Methods 
 
2. Data envelopment analysis (DEA) has been applied to a wide range of fields, including the 
assessment of the efficiency of health and education expenditures in developing countries1  and public 
sector efficiency in Europe.2 The DEA approach assumes the existence of a convex production frontier 
defined by the maximum attainable output for a given input level. Efficiency is measured as the 
distance from the observed input-output combination to the efficient frontier. In particular, a unit is 
considered to be relatively inefficient if another unit uses less or an equal amount of inputs to generate 
more or the same amount of output (or a higher outcome level). The range of possible values is 
between 0 and 1, and all countries located on the frontier are assigned the maximum value of 1. Note 
that this approach can be seen as estimating a lower bound for each subregion’s integration potential, 
as it is based entirely on currently available input conditions, i.e., without taking into account possible 
future increases in the considered inputs. In addition, the subregions on the frontier are assumed to 
have reached 100% of their potential by definition, even though they too may have scope for 
additional enhancement. The considered sample for the analysis is the same as that used in the 
composite RCI indicator (see Linked Document 3 for a complete list of regional and subregional country 
groupings). 
 

2. Input and Output Data 
 
3. In order to estimate untapped potential (corresponding to estimated inefficiencies) in 
subregional integration outcomes, the composite index of overall RCI performance (see Chapter 2.A 
and Linked Document 3) is used as the observed output variable in the DEA. The considered input 
variables are chosen as proxies of relevant conditions for integration outcomes along two dimensions, 
the quality of cross-border infrastructure, and institutional arrangements that facilitate private sector 
activities leading to increased economic integration. The data come from the World Bank's Logistics 
Performance Index and the Doing Business database (see Table 1 for a complete list of considered 
variables and data sources). While there are many other possible drivers of regional integration 
outcomes ranging from geographical features (distance, natural characteristics) to cultural factors 
(common language), this study focuses on conditions that are substantially determinable by 
governments and other policy makers. 
  

                                                            
1 Herrera and Pang. 2005. Efficiency of Public Spending in Developing Countries: An Efficiency Frontier Approach. World Bank 

Policy Research Working Paper. No. 3645. Washington DC: World Bank. 
2 Afonso, A., L. Schuknecht, and V. Tanzi. 2003. Public Sector Efficiency: An International Comparison. European Central Bank 

Working Paper Series. No. 242. Frankfurt: European Central Bank. 



2 Linked Document 13 

 

Table 1: Data Description and Sources for DEA Input Index 
Indicator Description Data source 
 
Cross-border 
infrastructure 

 
Overall Logistics Performance Index (LPI) score, based 
on: efficiency of customs clearance process, quality of 
trade and transport infrastructure, ease of arranging 
shipments, quality of logistics services, ability to track 
and trace consignments, timeliness of shipments 
(1=low to 5=high), and export-import conditions 
measured as the distance to the “frontier,” 
representing the best performance observed on the 
topics: documents (number), time (days), and cost 
(US$ per container) associated with exporting or 
importing a standardized cargo by sea (0=lowest to 
100=highest performance) 

 
Logistics Performance Index 

(2014a) and 
Doing Business Database (2015), 

World Bank 

 
Business regulation 
environment 

 
Overall distance to the “frontier,” representing the 
best performance observed on the topics: starting a 
business, dealing with construction permits, getting 
electricity, registering property, getting credit, 
protecting minority investors, paying taxes, enforcing 
contracts, and resolving insolvency (0=lowest to 
100=highest performance) 
 

 
Doing Business Database 

(2015), World Bank 

 
4. In addition, the included indicators of cross-border infrastructure (time and cost associated 
with exporting and importing) may also partially capture geographic conditions, as they represent de 
facto distances between countries in terms of transportation time and cost.3 The inclusion of variables 
from the Doing Business database is based on the view that private sector activities constitute an 
important driving force of regional integration outcomes.4 All input variables are normalized and 
aggregated to a single input index using the same methods as for overall RCI performance described in 
Chapter 3. 
 

3. Estimation Results 
 
5. Table 2 shows the estimated DEA scores corresponding to the relative distances of each 
subregion’s input-output combination to the efficient frontier in Figure 7.1. The last two columns 
report the results of an identical analysis when only the Asian subregions are included. In general, these 
values are higher than those obtained for the full sample, since highly integrated subregions (e.g., 
Western Europe) are not considered to be possible benchmarks. 
  

                                                            
3 Adopting a similar line of reasoning, measures of customs clearance efficiency, cost, and documents associated with cross-

border transportation are likely to also represent the scope of institutional integration achieved in terms of trade agreements 
and other forms of regional cooperation. Since the outcomes along cross-border trade and mobility are more likely to depend 
on the actual conditions on the ground than those agreed upon in forms of FTAs and similar agreements, no additional 
measure of the institutional conditions is included. 

4  See for example Peng, D. 2002. Subregional Economic Zones and Integration in East Asia. Political Science Quarterly. Volume 
117, Issue 4, pages 613–641; and Yoshimatsu, H. 2002. Preferences, Interests, and Regional Integration: The Development of 
the ASEAN Industrial Cooperation Arrangement. Review of International Political Economy. 9 (1). pp. 123–49. 

a For countries for which data for 2014 is missing, the next available year has been used. 
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Table 2: DEA Estimates of Untapped RCI Potential 

Subregion 
Overall RCI 

Performance 
Full sample  Asia 

Score Rank  Score Rank 

Western Europe 0.893 1.00   1    

Eastern Europe 0.328 0.59   9    

Northern Europe 0.296 0.34 11    

North America 0.619 0.70   5    

South America 0.269 0.59   8    

Central America 0.231 0.49 10    

Caribbean 0.118 0.29 13    

East Asia 0.504 0.61   7  1.00 1 

Southeast Asia 0.379 0.65   6  1.00 1 

Oceania 0.190 0.22 16  0.39 5 

South Asia 0.109 0.30 12  1.00 1 

Central Asia 0.108 0.26 15  0.65 4 

Pacific 0.020 0.06 17  0.19 6 

Western Africa 0.246 1.00   1    

Eastern Africa 0.202 0.83   4    

Northern Africa 0.115 0.27 14    
Middle Africa 0.093 1.00   1    
       
Asia (simple average) 0.220 0.35     
Asia (without Pacific) 0.259 0.41     

Notes: Columns 3-6 report DEA scores and corresponding ranks based on output oriented analysis 
and variable returns to scale (VRS). 

 
4. Results on Trade Integration 

 
6. Figure A12.1 shows the resulting possibility frontier for an analysis that focuses solely on trade 
integration. Using intrasubregional trade shares (based on the average of export and import shares) 
instead of overall RCI performance as the output variable in DEA yields only minor variations compared 
with the overall RCI DEA analysis. Of the Asia and Pacific subregion, East Asia, while having the best 
enabling environment index at 0.73, seems to have the largest untapped trade integration potential as 
demonstrated by the vertical distance to the frontier curve. Southeast Asia scores second best at 0.63 
on the enabling environment index, but has seemingly the least untapped trade integration potential. 
South Asia, Central Asia and the Pacific are grouped around 0.53–0.57 on the enabling environment 
index and demonstrate significant untapped trade integration potential.  
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B. SWOT Analysis of Future Hypothetical Strategic Options 
 
7. The TES has developed three hypothetical RCI model scenarios to help stimulate debate and 
provide food for thought for future strategy and policy formulation. To allow for meaningful strengths, 
weaknesses, threats, and opportunities (SWOT) analysis, the models have been deliberately defined as 
extreme and distinct from each other. The SWOT analysis examines the hypothetical scenarios against 
the current organizational and operational RCI arrangements at ADB, as Model 1. This provides the 
common denominator for all three hypothetical scenarios, which are expected to align with the existing 
strategic priorities at ADB. However, their organizational arrangements vary. They are all located in 
Manila, but some have partner institutions or subsidiaries in other locations (e.g., ADBI in the case of 
ADB). The SWOT analysis takes an institutional perspective but with a specific focus on how the 
institutions aim to achieve the objectives of Strategy 2020 and the RCI agenda. 
 

1. Model 1: How ADB Currently Carries Out its RCI Agenda 

8. The RCI Strategy was approved in 2006 as a corporate level strategy to transform ADB’s 
fragmented RCI approach based on stand-alone subregional cooperation programs into a coherent and 
strategically focused approach. Following the approval of ADB’s Strategy 2020, regional integration 
was elevated to one of three highest level corporate strategic agendas, alongside inclusive growth and 
environmentally sustainable growth. Strategy 2020 defines five drivers of change: (i) private sector 
development and operations; (ii) good governance and capacity development; (iii) gender equity; (iv) 
knowledge solutions; and (v) partnerships. Strategy 2020 also identified five core areas of operations: 

Figure 1: Subregional Trade Integration Frontier 

 
        Source: IED TES team estimates. 
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(i) infrastructure development; (ii) environment, including climate change; (iii) regional cooperation and 
integration; (iv) financing sector development; and (v) education. 
 
9. ADB’s RCI operational arrangements are designed around the four pillars of the RCI Strategy 
(RCIS). The primary responsibility for each pillar has been divided among different departments and 
units. The regional departments and PSOD are in charge of pillar 1. An extensive network of resident 
missions supports the work of the regional departments. PSOD has a few out-posted staff in selective 
resident missions, and operates independently from regional departments. Pillar 1 is primarily a lending 
and investment pillar along with TA supporting trade facilitation. The Office of Regional Economic 
Integration (OREI) was dismantled at the end of 2014 and its functions were assumed by the Economic 
Research and Regional Cooperation Department (ERCD) and the Sustainable Development and Climate 
Change Department (SDCC).  The new Regional Cooperation and Integration Division (ERCI) of ERCD is 
in charge of pillars 2 and 3, and collaborates with ADBI in research and the preparation of knowledge 
publications. Pillars 2 and 3 were designed as primarily non-lending pillars. SDCC is in charge of pillar 4, 
covering both lending and non-lending work. ERCI is in charge of overall coordination and manages 
the RCI community of practice (CoP) for knowledge sharing and training. 

 
10. At the core of ADB’s RCI operations are the subregional cooperation programs (CAREC, GMS, 
and SASEC). ADB is the secretariat for these programs, which represent about 70% of total RCI 
financing (i.e., loans, investments, grants and TA projects). Of this, 80%-90% targets road and rail 
transport. 
 

Table 1: SWOT Analysis of Model 1 
INTERNAL EXTERNAL 

Strengths Weaknesses Opportunities Threats 
Effective in advancing cross-
border infrastructure and 
trade facilitation within main 
subregional cooperation 
programs with ADB as 
secretariat. 

Non-programmatic and 
sporadic attention to the RCI 
infrastructure needs of ADB 
countries that are not 
members of these programs. 

Encourage the ADB countries 
in the subregional 
cooperation programs to 
take more ownership of the 
programs and eventually to 
manage the secretariats. 

RCI Strategy implementation 
remains incoherent and 
imbalanced. 

Capacity to generate, 
publish, and distribute 
formal RCI knowledge 
products. 

Inadequate links between 
this formal knowledge work 
and financing operations 
inhibits knowledge 
generation. 

Expand country coverage of 
existing subregional 
cooperation programs or 
create new programs. 

Several ADB countries 
continue to receive 
inadequate RCI attention. 

Access to external 
knowledge stakeholders, 
such academia, through 
ADBI. 

Fragmentation, lack of 
coordination, collaboration 
of work across pillars and 
departments. 

  

Access to ADB country 
stakeholders through 
extensive resident mission 
network. 
 

High cost and staff resource 
consumption associated with 
maintaining and operating 
the secretariats. 

  

 Inadequate high-level 
oversight of strategy 
implementation. Lack of 
visible high-level RCI focal 
point at ADB. 

  

    
Source: Independent Evaluation Department. 
 
11. ADB’s current model for supporting RCI in the Asia Pacific subregion has many strong features, 
such as the effectiveness of the subregional cooperation programs for which ADB is the secretariat. 
However, these seem to unduly dominate the RCI agenda, with insufficient attention being paid to ADB 
countries that are not part of the programs. Moreover, the programs are dominated by transport 
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connectivity, with little or no attention paid to the other pillars of the RCIS. The secretariat approach is 
costly in terms of direct expenses as well as staff time consumption. Fragmentation of effort and 
inadequate collaboration across departments cause inconsistent strategy implementation. A 
departmental focus on the vertical pillars based on assigned departmental prime responsibilities 
without the necessary horizontal cross-fertilization acts as a disabler. The CoP, as a forum for debate 
and exchange of views and ideas, has seemingly not been able to address these concerns. ADB’s RCI 
approach lacks authoritative and effective high-level oversight, which also dilutes the visibility of ADB’s 
RCI in the market. 
 

2. Model 2: Exclusive Regional Cooperation and Integration Knowledge Scenario 
 
12. This model envisages an RCI knowledge institution, a think tank that would focus exclusively on 
research on macro- and real economic sector development issues as well as cross-cutting themes that 
play important roles concerning RCI. The rationale for this model is that there is an abundance of 
financial resources, public and private, available to ADB countries for RCI financing and that 
complementing these with high-level RCI expertise is the most effective way to add value. This model 
would achieve its operational objectives by developing a globally unmatched institutional research and 
knowledge capacity by recruiting a cadre of internationally renowned academics and development 
professionals (researchers, economists, and sector and thematic experts) to cover the full spectrum of 
Strategy 2020. It would departmentalize its organizational structure according to the strategic agendas 
of Strategy 2020, with smaller units responding to its core areas of operation, and would build critical 
masses of skills in each. Each department or unit would focus on the drivers of change of Strategy 
2020 as cross-cutting themes. The institution would be based in Manila and would not operate any 
resident missions. 
 
13. The institution would develop a comprehensive state-of-the-art IT environment that would 
facilitate efficiency and effectiveness and enable direct external access and retrieval of the statistical 
and other essential data, information, and best practice examples that development practitioners, ADB 
countries, and other stakeholders need in their work. The institution would always be at the cutting 
edge in tracking RCI in Asia and the Pacific. It would produce high quality analytic periodical 
publications covering sectors and themes of key importance. It would be recognized as the main source 
of expertise in RCI matters. The institution would organize high-level seminars on various aspects of 
RCI.  
 
14. Financial activities will be limited to the selective mobilization of external expertise for TA 
projects on capacity building and policy formulation, funded by the proceeds of an external trust fund 
replenished annually by the founding shareholders. Its financial sustainability will be based on market 
returns from investments on capital markets as well as on fees charged for more sophisticated RCI 
knowledge outputs and advisory services as for attendance at seminars and conferences. The 
shareholder governments will have preferential access to information and data free of charge. External 
institutions, public and private, could become members by paying an annual fee entitling continued 
access to otherwise individually chargeable outputs. The SWOT analysis of this model is presented in 
Table 2 below. 
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Table 2: SWOT Analysis of Model 2 
INTERNAL EXTERNAL 

Strengths Weaknesses Opportunities Threats 
Capacity to fully address 
the knowledge needs of 
the strategic agendas and 
drivers of change of 
Strategy 2020. 

Less responsive to the 
knowledge needs of the 
core operational areas of 
Strategy 2020. 

Could establish 
subsidiaries in locations 
with better access to 
academia and living 
conditions. 

High-level academic and 
research professionals 
may not like to relocate 
to Manila. 

Capacity to generate and 
disseminate formal 
knowledge products 
across a wide spectrum of 
knowledge. 
 

Lack of resident missions 
may detach the 
institution from realities 
of local conditions, 
capacities, and 
knowledge needs. 

 Limited access to external 
stakeholders (e.g., 
academia, economic 
think-tanks, universities, 
etc.) due to location. 

Capacity to address all 
aspects in all pillars. 
 

  Demand by graduated 
and middle-income ADB 
countries may absorb the 
capacity of the 
institution. 

Source: Independent Evaluation Department. 

 
15. This model has the capacity to address fully the knowledge needs of the strategic agendas of 
Strategy 2020 and its drivers of change. However, since the institution will not have  any direct 
connection with operations in the field, it will be less responsive to the knowledge needs associated 
with the core operational areas of Strategy 2020. The institution would also be further handicapped by 
the absence of field presence, which is essential for understanding the particular prevailing constraints 
and issues of a more practical nature. Consequently, the institution would be mainly restricted to 
formal knowledge.  The bulk of the institution’s attention may be absorbed by the graduated and MIC 
ADB countries. A location in Manila may not be the best from the point of view of attracting high-level 
researchers and liaison with international academia and research institutions. 
 

1. Model 3: Traditional Development Finance and Tripartite RCI Outsourcing Scenario 

16. This model envisages a traditional project and ADB country-oriented development finance 
institution (DFI) with strong capacity for financing public and private sector projects and programs and 
in extending associated TAs for project preparation and capacity enhancement to its countries. To 
ensure an appropriate skills mix and knowledge by its staff at any given time, stringent recruitment 
policies would be followed, with fixed-term contracts to allow for flexibility in managing staff 
composition. Organizationally, this model envisages that sector and thematic skills would be 
distributed to smaller teams in regional departments for public sector operations. These regional 
departments would operate resident missions in the ADB countries. A separate private sector 
operations department (PSOD) would cover all sectors and all ADB countries, with selective field 
presence in the resident missions. 
 
17. To the extent needed for effective operational support and strategic coherence, the DFI would 
maintain an economics unit with economists and thematic specialists covering the strategic agendas of 
Strategy 2020, including its core operational areas and drivers of change. The DFI’s operational profile 
would be balanced between sovereign and non-sovereign operations which would allow for adequate 
returns to help ensure financial sustainability. Any substantive research would be delegated to an 
independent partner research institution established specifically for this purpose and located in an 
advanced economy for good access to research institutions and academia. The partner research 
institution would be responsible for preparing all information, knowledge, and flagship publications for 
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all sectors and themes, including RCI, in the subregion. It would charge fees for its services to minimize 
the need for subsidies from its shareholders (who would be the same as the DFI’s).  Apart from 
publications, the research institution would track the progress of RCI, the capacity of associated 
institutions, and the activities of other players in the market and its ADB countries. The DFI would not 
have an RCI CoP. 
 
18. While attending to the pressing needs of its ADB countries in their domestic markets, the DFI 
would recognize the significant importance of RCI in the various subregions in Asia and the Pacific. 
Acknowledging that its institutional arrangements and capacity may inhibit its effectiveness in 
addressing RCI, and realizing the challenges and resource requirements of building in-house capacity to 
launch fully fledged RCI operations, the institution would establish an off-balance sheet RCI subsidiary, 
to be located in an advanced economy for proximity to international financial institutions and banks. 
The RCI subsidiary would focus on all aspects of RCI (finance, advisory services, and selective TA 
projects) and would support the strengthening of regional and subregional institutions. On any 
substantive research needs and preparation of knowledge products, the RCI subsidiary would rely on 
the partner research institution. 
 
19. Operationally, the RCI subsidiary would be self-sufficient, focusing on all RCI matters that are 
truly regional and subregional in nature, but focusing on high-value-added and high-tech activities 
(e.g., sophisticated ICT satellite-based systems, cross-border facilities with the latest technology, energy 
trading networks, multi-modal transport systems), leaving the financing that is needed for large basic 
infrastructure facilities to existing and emerging new financiers. Any project financed by the RCI 
subsidiary would involve a direct vested interest by two or more ADB countries. The RCI subsidiary 
would operate across the whole of Asia and the Pacific. Its business strategy would take into account 
the absorptive capacity and needs of each individual ADB country and their subregions. Knowledge and 
data on the economic and social conditions in ADB countries would be available online from the 
partner research institution. It would not operate subregional cooperation programs, but would 
identify subregional market-driven clusters of ADB countries as conducive business targets.   
 
20. Organizationally, the RCI subsidiary would concentrate its sector and thematic skills on specific 
business streams within one unified operational complex to build a mass of critical sector skills and to 
facilitate flexible cross-fertilization and knowledge sharing among sectors and themes. The RCI 
subsidiary would post field officers in the resident missions of the DFI, for enhanced outreach. The staff 
of the RCI subsidiary would be world-class project finance, trade finance and RCI experts. Its corporate 
knowledge base would be vested in its state-of-the-art financial engineering skills, which it would use 
to mobilize resources, e.g., through a strong syndication capacity, from external sources, public and 
private. It would recognize the effectiveness of development through the private sector and would 
place private sector participation at the core of its business strategy. 
 
21. The RCI subsidiary would be financially fully self-sufficient. Depending on its final shareholding 
structure it may distribute dividends to shareholders. The initial capital contributions for the RCI 
subsidiary are envisaged to come from two sources, the existing shareholders of the DFI, and a 
significant (more an 51%) equity investment by the DFI in preference shares, ensuring full control by 
the DFI. Once operational, a significant capital boost in ordinary shares can be expected from external 
public and private organizations and firms, insurance companies, pension funds, and sovereign wealth 
funds. The RCI subsidiary would also be provided with trust funds by the non-borrowing members of 
the DFI as well as external donors to finance non-revenue earning business, such as capacity building of 
regional and subregional institutions. To boost financial viability and to attract private PPP participants, 
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the DFI may also extend “viability gap financing” to the RCI subsidiary to facilitate more public-private 
partnership (PPP) operations. 
 
22. Research and flagship publications would continue to be prepared by the partner research 
institution, and TA projects for capacity building and policy formulation of domestic institutions, 
including in matters concerning RCI, would continue to be prepared by the DFI. The DFI would have 
determined that such a tripartite delineation of responsibilities in matters concerning RCI development 
would be cost-effective and operationally efficient. This would allow the DFI to focus fully on the 
domestic needs of its ADB countries, including critical domestic software aspects concerning RCI (e.g., 
trade facilitation and customs procedures), as well as developing the domestic business and investment 
climate for enhanced competitiveness, both of which are critical components for progress in cross-
border trade and investment. Table 3 presents the SWOT analysis of Model 3. 
 

Table 3: SWOT Analysis of Model 3 
INTERNAL EXTERNAL 

Strengths Weaknesses Opportunities Threats 
The organizational set up 
of the RCI subsidiary in 
sector and thematic 
business streams would 
allow it to address fully 
the financial aspects of 
the core operational areas 
of Strategy 2020. 

The market-driven 
approach of the RCI 
subsidiary would face 
challenges if it is to cover 
the entire Asia and Pacific 
in a balanced manner. 

The RCI subsidiary may 
develop a business 
promotion strategy by 
defining subregional 
clusters and addressing 
them as groups. 

Adequate market 
demand for the 
envisaged private- sector-
driven business approach 
may not materialize. 

DFI ccapacity to address 
the national aspects of 
RCI promotion, such as 
rationalizing laws, 
regulations and 
procedures affecting 
trade and investment as 
well as capacity of 
concerned institutions. 

Coordination of the entire 
RCI agenda among the 
DFI, the partner research 
institution and the RCI 
subsidiary would be 
challenging. 

The RCI subsidiary may 
place staff selectively in 
the resident missions of 
the DFI for business 
promotion and for 
project preparation. 

The RCI subsidiary may 
not be able to afford to 
adequately engage in 
non-revenue earning TAs 
and advisory services. 

DFI capacity to develop 
the business and 
investment climate, 
essential for promoting 
trade and FDI. 

Maintaining the strategic 
coherence of the RCI 
agenda involving three 
independent actors 
would be challenging. 

The DFI may establish a 
RCI CoP with members 
from the partner research 
institution, the RCI 
subsidiary, and the DFI. 

The RCI Subsidiary may 
not be able to maintain 
its financial sustainability 

DFI capacity to address 
(through its partner 
research institution) the 
demand for formal 
knowledge products and 
high-quality flagship 
publications including on 
RCI. 

The focus on operations 
by the RCI subsidiary may 
make it less responsive to 
knowledge generation. 

  

Source: Independent Evaluation Department. 

 
23. The rationale of this model was to create operational space for focused RCI attention by 
avoiding the fragmentation of project-initiating departments and by optimizing the use of 
nonsovereign instruments, PPPs and other innovative risk mitigation and catalytic financing solutions to 
maximize financial leverage. As conceived, the RCI subsidiary has been provided with an 
uncompromised mandate to deliver RCI projects and select advisory services and TA projects for 
regional and subregional institutions, in particular when needed to support or safeguard the success of 
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its investment operations. This arrangement would allow the DFI to focus on the national agenda of 
ADB countries’ needs, including RCI topics of a national nature such as, reforms of laws and regulations 
for trade and investment, as well as ways to improve the investment climate. The DFI’s private sector 
department will play an important role as well as paying attention to the needs of the SME sector. 
However, the model faces several challenges, such as the capacity of the RCI subsidiary to cover the 
entire market in a balanced way, as well as the capacity of the DFI to coordinate the overall RCI agenda 
and to maintain strategic coherence among all three actors. The formal knowledge products will be 
handled by the partner research institution, but this model is likely to be less responsive to generating 
tacit knowledge. 
 

2. Model 4: Development Finance and RCI “Super‐Secretariat”  

24. As with Model 3, this scenario entails a traditional project and ADB country-oriented 
development finance institution (DFI) with strong capacity for financing public and private sector 
projects and programs and in extending associated TA projects for project preparation and capacity 
enhancement to its ADB countries. Organizationally, this model also envisages sector and thematic 
skills distributed into smaller teams in different regional departments for public sector operations. The 
regional departments operate resident missions in countries within their subregions for improved reach 
to client countries. The DFI has a separate private sector operations department (PSOD) covering all 
sectors and all countries, with selective out posting of staff to resident missions. However, as opposed 
to Model 3, this model envisages the presence of strong in-house RCI research and knowledge capacity 
distributed across the organization in various departments and units, producing periodic reports and 
flagship publications, including on RCI. 
 
25. Given the high profile of RCI as one of the highest corporate priorities, the model assumes the 
DFI has decided to develop a holistic approach by ensuring that no country is neglected from its RCI 
agenda. For effectiveness, this DFI would rely exclusively on subregional cooperation programs, the 
establishment of which it has supported, based on the particular market conditions in these 
subregions, and their perceived multilateral benefits arising from RCI. Naturally, the subregions vary in 
size and complexity. Operational attention to these subregions is vested in the regional departments, 
which are fully in charge of RCSs and CPSs and business plans as well as operational coordination 
(including of other units) of all aspects of RCI work in their subregions. PSOD, while covering the whole 
Asia and Pacific subregion, will, together with the regional departments, target business opportunities 
in the subregions as well as develop multi-subregional umbrella-type RCI investment and credit 
enhancement facilities, specifically aiming at strengthening the intra- and intersubregional financial 
systems and capital markets. 
 
26. In seeking to secure an efficient system of macro-level oversight of RCIS progress, as well as 
efficient operational supervision, coordination and monitoring, and authority, the DFI would establish 
an RCI vice-presidency complex, pooling senior RCI expertise from across the DFI. From the fragmented 
research and knowledge capacity of the DFI, RCI experts would be brought together into a research cell 
of the RCI complex to focus on operationally oriented research and studies, e.g., on business and 
investment climate improvements, trade and business laws and regulations and other drivers of RCI 
that would support policy dialogue by regional departments and PSOD and the preparation of business 
plans. In collaboration with the regional departments and PSOD, the research cell may also conduct TA 
projects to build capacity in countries and regional and subregional institutions.  
 
27. Apart from possessing full corporate RCI expertise, the RCI complex would act as a super-
secretariat for all subregional cooperation programs. This super-secretariat would host annual high 



Future Strategic Directions 11 
 

 

level ministerial summits, with representatives from all subregional programs and ADB countries 
attending. Organizationally, it would be set up to manage the full RCI agenda, including future RCI 
strategy preparation, its implementation, and progress reporting, against a comprehensive results 
framework. RCI work in the subregions would be conducted by the regional departments and PSOD, 
but under strict strategic supervision by the super- secretariat. Headed by the number two in rank of 
the DFI, it would be authorized to screen and approve RCSs, CPSs, and RCI business plans and to 
monitor implementation progress. It would convene the directors-general of the regional departments 
and PSOD for regular consultation meetings on issues and progress. The RCI CoP would be linked to the 
RCI complex. 
 
28. While this rearrangement would have budget implications because of the need redeploy staff, 
the DFI would have estimated that the resulting enhanced strong control of the RCI agenda, improved 
coordination among regional departments and PSOD, and thus enhanced productivity of RCI 
operations, would more than offset the additional expenditures. Moreover, because of the enhanced 
visibility of the RCI effort, and the display of professional dedication, strong management and 
commitment to the RCI agenda, the DFI also believes that it would be much easier to convince external 
donors to participate in financial partnership arrangements to further bolster the sharpness and volume 
of the RCI agenda. 
 

Table 4: SWOT Analysis of Model 4 
INTERNAL EXTERNAL 

Strengths Weaknesses Opportunities Threats 
Facilitates visibility and 
demonstrates dedication 
for serious 
implementation of the 
RCI agenda, creating 
market respect. 

Impinges on the 
operational independence 
of regional departments 
and PSOD. 

Flexible design of 
business approaches in 
each of the subregions 
depending on the 
prevailing circumstances. 

Not all DMCs like to 
belong to subregional 
clusters. 

Covers the strategic 
agendas and other 
priorities of Strategy 2020 
fully. Comprehensive 
coverage of all ADB 
countries. 

Could lead to conflicts of 
authority across the 
different vice 
presidencies. 

Flexibility for redesigning 
the structure of 
subregional groups. 
Capacity to expand or 
contract depending on 
market evolution. 

 

Coverage of research, 
formal and tacit 
knowledge agenda would 
be well linked with 
operations through the 
super-secretariat. 

 Possibility of mobilizing 
special trust funds for 
specific key areas with 
contributions from 
donors. 

 

The RCI CoP would enable 
knowledge generation, 
enrichment, sharing. 

   

Effective oversight of 
strategic coherence and 
implementation of the 
RCI Agenda. 

   

Source: Independent Evaluation Department. 

 
29. This model is based on the assumption that the DFI, through its operational departments, 
possesses the professional capabilities needed for effective RCI operations as well as research and 
knowledge production capacities. However, the DFI has noted weaknesses in oversight and in 
harnessing and coordinating the various skills in different departments to an effective corporate 
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competency for RCI operations delivery. Moreover, there would be a need to improve horizontal cross-
fertilization among the RCIS pillars. Having noted that the subregional cooperation programs 
performed well, but that not all ADB countries received the same level of attention, the model 
represents an attempt by the DFI to pursue a more holistic approach by grouping all ADB countries into 
subregional cooperation clusters. RCI operations in the resulting seven or eight subregional clusters 
would be monitored by the super-secretariat, staffed by a core team of RCI experts (operational as well 
as research and knowledge professionals) and a progress monitoring team. Importantly, the DFI would 
elevate the management of the super-secretariat to vice-president level, thus signalling to the market 
its seriousness and dedication to pursuing its RCI agenda. However, while this model allows for 
flexibility in designing its business model base according the particular requirements in each cluster, the 
main challenge it faces would be the degree of conflicting authority across other vice-presidencies. 
 



 

 
 


