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ABBREVIATIONS 

 
ADB – Asian Development Bank 

ADF – Asian Development Fund 

AfDB – African Development Bank 
BFC – Blended Finance Committee 
DMC – developing member country 
FCAS – fragile and conflict-affected situations 
IDA – International Development Association 
IFC – International Finance Corporation 
OPPP – Office of Public-Private Partnership 
PSF – Private Sector Credit Enhancement Facility 
PSO – private sector operations 
PSW – Private Sector Window 
SIDS – small island developing states 
TA – technical assistance 

 
 

 

 

 
 

 

 

 
 

 

 

 
NOTE 

 

In this report, “$” refers to United States dollars. 

 
 

 

 

 
 

 

 
In preparing any country program or strategy, financing any project, or by making any designation 
of or reference to a particular territory or geographic area in this document, the Asian 
Development Bank does not intend to make any judgments as to the legal or other status of any 
territory or area.
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I. BACKGROUND AND INTRODUCTION 
 

1. At the first meeting of the 12th replenishment of the Asian Development Fund (ADF 13) in 

Manila, Philippines on 5–7 November 2019, the Asian Development Bank (ADB) proposed the 
strategic directions for the ADF 13 and presented the six areas of focus to directly respond to the 

main challenges faced by its poorest and most vulnerable developing member countries (DMCs), 

consistent with Strategy 2030.1 One of the six ADF focus areas is supporting private sector 

operations (PSO) in frontier markets. 
 

2. ADB presented a pilot proposal for the ADF to fund a private sector window (PSW) 

managed by ADB (ADB-PSW) offering concessional financing for PSO. Country eligibility for the 

pilot would be limited to ADB’s group A countries, including fragile and conflict-affected situations 
(FCAS) and small island developing states (SIDS).2 ADB requested that 2% of the total ADF grant 

resources raised under ADF 13 be allocated to the ADB-PSW.3 The current proposal offers 

several concessional financing solutions—a local currency solution, a blended finance solution, 

and a loan guarantee solution—all of which aim to promote and mobilize private sector investment 
in group A countries. 

 

3. The ADB-PSW proposal highlighted ADB’s track record of managing concessional 

resources for PSO since 2012. ADB currently manages $709 million of concessional financing 
through eight blended finance funds and facilities. Since 2012, ADB has signed 18 transactions 

using a blended finance approach. ADB ordinary capital resources of $894 million, combined with 

ADB-managed concessional capital of $369 million,4 have helped mobilize $2.3 billion in 

commercial financing and $1.6 billion in additional public financing. This has resulted in the 
development of projects with a total cost of more than $5.1 billion. These transactions have 

contributed to solving a range of financing challenges and delivered first-of-a-kind innovative 

financing solutions. These solutions have helped to de-risk transactions and brought high-impact 

projects to market that would not have proceeded in the absence of concessional financing. 
Lessons learned and experiences from ADB’s current blended finance operations guided the 

design of the ADB-PSW proposal. The proposal also considered lessons learned from other 

multilateral development banks, in particular the International Development Association’s (IDA) 

 
1  ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. 

Manila. 
2
  Among the concessional assistance-only countries (group A countries) eight DMCs are classified as FCAS, two of 

which are affected by conflict (Afghanistan and Myanmar), while the remaining six are SIDS that demonstrate the 
effects of fragility: the Federated States of Micronesia, Kiribati, the Marshall Islands, Nauru, Solomon Islands, and 
Tuvalu. Countries classified as SIDS-only include Maldives, Samoa, Tonga, and Vanuatu. Other group A countries 
include Bhutan, Cambodia, Kyrgyz Republic, Lao People's Democratic Republic, Nepal, and Tajikistan. 

3  ADB. 2019. ADB Private Sector Window to Promote Private Sector Operations in Group A Countries. Manila. 
4  From the Clean Technology Fund, the Canadian Climate Fund for the Private Sector in Asia I & II, and the Leading 

Asia’s Private Sector Infrastructure Fund. 
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Private Sector Window (IDA-PSW)5 by the World Bank Group (WBG) and the African 

Development Bank’s (AfDB) Private Sector Credit Enhancement Facility (AfDB-PSF).6  

 
4. Further, ADB highlighted to donors that the implementation of the ADB-PSW will adhere 

to ADB’s established governance procedures for the use of concessional resources for PSO, 

consistent with the Development Financial Institutions Principles for Blended Concessional 

Finance in Private Sector Operations (Blended Finance Principles). These principles include 
additionality, crowding-in of private finance, commercial sustainability, reinforcing markets, and 

promoting high standards.7 In accordance with existing procedures, ADB’s Blended Finance 

Committee (BFC) will opine on investment decisions relating to the proposed ADB-PSW. 

 
5. ADF donors expressed broad support for the proposed pilot ADB-PSW and requested 

ADB to provide additional information on several issues raised during the replenishment meeting. 

These included (i) drawing from the experience of other PSW initiatives; (ii) deploying appropriate 

staff capacity and expertise to implement the ADB-PSW; (iii) exploring options for including 
technical assistance (TA) to support ADB-PSW transactions, including for upstream development 

work; and (iv) addressing the transparency of ADB-PSW supported transactions. This paper 

provides further clarification on these issues and how they will be addressed through the overall 

ADB-PSW framework. 
 

II. FURTHER CLARIFICATIONS ON THE PROPOSED PILOT ADB-PRIVATE SECTOR 
WINDOW  

 
6. Key lessons and challenges of similar private sector window initiatives. 

The implementation of private sector windows for concessional financing within WBG, (i.e., IDA-

PSW) and the AfDB (i.e., AfDB-PSF) have provided valuable lessons, which have been 

considered in developing the ADB-PSW proposal. These peer facilities have demonstrated that 
the targeted use of concessional financing can help unlock private capital in challenging markets 

by improving the bankability of private sector transactions. 

 

7. However, the experience of both WBG and AfDB in deploying these concessional 
resources in PSO transactions has revealed certain challenges. The IDA-PSW was designed as 

a very large facility ($2.5 billion) for use in some of the world’s poorest and most fragile IDA 

countries. The initial uptake was lower than expected, with only 7% of IDA-PSW resources 

committed halfway through the pilot implementation. The ramp-up phase of implementation faced 
difficulties in originating transactions in IDA-PSW eligible countries. Operationally, the task of 

 
5  The IDA-PSW was established in 2017 as a pilot initiative to provide support to the private sector in the poorest and 

most fragile IDA markets. The IDA-PSW had an initial funding of $2.5 billion allocated over four facilities which include 
(i) $1 billion Risk Mitigation Facility, (ii) $500 million Multilateral Investment Guarantee Agency Guarantee Facility, 
(iii) $400 million Local Currency Facility, and (iv) $600 million Blended Finance Facility. The IDA-PSW initiative was 
extended during the IDA19 replenishments with some modifications. 

6  The AfDB-PSF was established in 2015 as a pilot initiative to offer credit enhancement to AfDB’s risk capital to 
support private sector transactions in low income countries including fragile states. The PSF’s special purpose vehicle 
had an allocation of UA 165 million to be utilized specifically for guaranteeing AfDB’s private sector operations in 
eligible African Development Fund countries. Some adjustments to the PSF approach were proposed following the 
mid-term review. 

7  AfDB et al. 2017. DFI Working Group on Blended Concessional Finance for Private Sector Projects: Summary Report 
(https://www.adb.org/documents/blended-concessional-finance-private-sector-projects).  
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aligning the expectations and applying a common platform (on governance, accounting, and 

disclosure) across three separate institutions—IDA, International Finance Corporation (IFC), and 

Multilateral Investment Guarantee Agency (MIGA)—to work jointly (i.e., one-WBG) posed 
additional challenges. Issues also surfaced relating to the structuring of concessional financing 

and application of the principles of additionality and minimum concessionality. Questions were 

raised on how these principles could best be applied given that arguments are often qualitative 

and quantitative in nature, with some aspects requiring subjective judgments to be made. 
Administratively, familiarity of PSW and its four facilities was inconsistent across the WBG, which 

challenged project pipeline development.  

 

8. To address deployment issues, the WBG mobilized a working group of internal staff to 
serve as IDA-PSW sponsors and appointed senior staff to act as facilitators. The aim was to 

improve support for pipeline development and advise institutions on the initiative and processes 

needed to tap IDA-PSW resources. Outreach within and across the WBG and to prospective 

private sector clients was also rolled out to increase familiarity with the IDA-PSW initiative. 
Deployment increased over time as staff familiarity with the different facilities and with the 

processing framework by which IDA-PSW resources can be utilized increased. 

 

9. The AfDB-PSF also encountered challenges in deploying resources during 
implementation and had no projects by the midterm review stage of the African Development 

Fund 13. However, delays were mainly caused by legal and strategic issues involved in setting 

up the AfDB-PSF as a new separate entity. This was done to limit recourse to the AfDB and 

potential donors. In addition, an independent administrator was recruited to engage specialists 
for legal, risk and treasury management, and reporting services to operationalize the AfDB-PSF. 

This was time-consuming.  

 

10. ADB’s approach to mitigating potential issues during the initial phase of 

implementation. Learning from the experience of peer institutions, the proposed ADB-PSW will 

be housed in and administered within ADB’s existing structure, and not by a legal entity separate 

from ADB. Furthermore, ADB’s proposed PSW benefits from not having to navigate processes 

and procedures among a series of separate institutions, as is the case for the IDA-PSW. ADB 
does not foresee encountering administrative hurdles similar to those experienced by the IDA-

PSW and AfDB-PSF in establishing and implementing the ADB-PSW. 

 

11. The ADB-PSW will be implemented using ADB’s existing governance structures (para. 
20). It will use ADB’s PSO policies and procedures to process and deliver the proposed ADB-

PSW solutions to group A countries, in accordance with the eligibility criteria (para. 16). 

ADB’s Operational Plan for Private Sector Operations, 2019–20248 will provide a strong 

framework to support the implementation of the ADB-PSW as it places strategic focus on investing 
in FCAS, SIDS, and underserved markets, as well as expanding PSO into newer sectors such as 

agribusiness, education, health, and areas of infrastructure beyond typical renewable energy 

transactions (such as environmental infrastructure, transportation, and information and 

communications technology). ADB will also continue to focus on crowding in private sector 
investment in transportation, information and communications technology, and off-grid electric 

power solutions in rural areas and promote financial inclusion of rural small and medium-sized 

 
8  ADB. Operational Plan for Private Sector Operations, 2019–2024. Manila.  
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enterprises and farmers through credit lines to banks, non-bank financial institutions, and 

microfinance institutions—sectors that are critical to the economies of group A countries.  

 
12. The challenges faced by the IDA-PSW at the start of implementation in terms of 

coordination and alignment of business processes will be mitigated by the fact that ADB’s PSO 

sit within the institution as a whole, as opposed to being run out of a separate institution or legal 

entity. It is also worth noting that as part of implementing Strategy 2030, ADB’s PSO will work in 
close coordination with ADB’s regional departments and advisory services under a One ADB 

approach, which will encourage a coordinated approach with aligned expectations and processes 

to identify, develop and implement transactions that will benefit from ADB-PSW support. 

 
13. Implementing an outreach program to increase ADB-Private Sector Window 

awareness. ADB has learned and will continue to learn from the IDA-PSW and the AfDB-PSF 

experiences, and will continue to monitor the implementation progress of both initiatives and 

coordinate with these peers. One clear lesson learned will be reflected in ADB’s implementation 
of an outreach program during the first year of the pilot, targeting awareness raising, both 

internally as well as among select group A countries. The intention will be to market and create 

awareness on the availability and the types of solutions offered under the ADB-PSW initiative.9 

The outreach will assist in project identification and subsequently help build a pipeline of 
transactions. Consultations during the formulation of the ADB-PSW have already created some 

awareness within the institution and the outreach program will build on this momentum. At the 

same time, ADB will engage with prospective local and regional sponsors (including local financial 

institutions) to gauge their risk and/or return requirements, which will be critical in the structuring 
of PSO transactions seeking ADB-PSW support. 

 

14. Building on ADB’s experience in delivering blended finance. As highlighted in the 

ADB-PSW Paper (footnote 3), ADB has been successful in delivering blended finance solutions 
to catalyze critical development projects in new markets since 2012. The proposed ADB-PSW will 

enhance ADB’s ability to further expand its scope and coverage of PSO in frontier and emerging 

private sector markets by offering three blended finance solutions not readily offered by ADB to 

many group A countries.  
 

15. Appropriate staffing to facilitate pipeline development and implementation. 

Pipeline identification and development will be critical to the deployment of ADB-PSW resources 

during the pilot period. ADB will build on existing procedures and processes as well as consider 
bringing together a group of PSO staff to act as facilitators that will filter and identify potential PSO 

transactions that may require ADB-PSW support.  

 

16. Eligibility criteria for selecting ADB-Private Sector Window supported transactions. 
ADB will apply an eligibility assessment framework similar to that of the IDA-PSW. While this 

framework will be refined, a draft outline of the main criteria for consideration is in the Box. 

The eligibility assessment framework will be applied rigorously to ensure that scarce ADB-PSW 

 
9  In the case of IDA-PSW, WBG supported ongoing outreach activities throughout the IDA18 cycle to help broaden a 

common understanding of the IDA-PSW and its facilities while helping develop a pipeline of projects. WBG also 
convened two investment forums in 2017 and 2018 in Africa, which brought together investors, policy makers and 
thought leaders to introduce IDA-PSW. Similarly, the AfDB undertook on an extensive marketing program during 
2014 and 2015 to reinforce awareness of the PSF among its staff and prospective borrowers. 
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resources are matched only with potential transactions that, among other things, are consistent 

with ADB’s long-term strategic priorities, relevant country priorities, and adherence to the Blended 

Finance Principles. Compliance with the eligibility assessment criteria will be determined as part 
of the decision-making process to determine whether a transaction is suitable for ADB-PSW 

resources. This is in line with ADB’s existing governance procedures for the use of other sources 

of concessional financing for PSO. The eligibility framework will be applied to filter prospective 

transactions before going through the standard ADB credit assessment and approval process for 
PSO transactions.  

 
Box: Criteria for Assessing Transactions Eligible for ADB-Private Sector Window Support 

 
In addition to the risk framework applied by ADB in assessing all private sector operations transactions, 
the following eligibility criteria will be applied to transactions seeking ADB-PSW support: 
 
1. Country and/or solutions applicability 

a) Is the transaction located in a group A country? 
b) Is the economic rationale consistent with the intended purpose of ADB-PSW solutions? 

 
2. Strategic alignment  

a) Are the transaction parameters consistent with Strategy 2030? 
b) Is the transaction consistent with the Operational Plan for Private Sector Operations a?  

 
3. Adherence to the Blended Concessional Finance Principles  

a) Additionality? 
b) Crowding-in private sector and minimum concessionality? 
c) Commercial sustainability? 
d) Reinforcing markets? 
e) Promoting high standards (in areas of corporate governance, environmental impact, social 

inclusion, integrity, etc)? 
 

4. Risk considerations for the ADF 
a) Are the potential transaction risks outweighed by the anticipated development impacts? 
b) What are the risk mitigation strategies? 

 
ADB = Asian Development Bank, ADF = Asian Development Fund, PSW = private sector window. 
a ADB. Operational Plan for Private Sector Operations, 2019–2024. Manila.  
Source: Asian Development Bank 

 

17. Coordinated One ADB approach and provision of additional resources. A “One ADB” 

approach stands at the core of how ADB will implement Strategy 2030, namely by bringing all of 

ADB’s knowledge, expertise, and resources to deliver more comprehensive and effective 
solutions to DMCs. This includes close coordination of upstream development work, such as 

regional departments’ work in institutional reforms and capacity building as well as the transaction 

support and project preparation offered by the Office of Public-Private Partnership (OPPP). 

Such an approach is already being implemented across the institution with tangible results. ADB’s 
corporate results framework includes One ADB collaboration and it is expected that this approach 

will be actively pursued and replicated in other group A countries. 

 

18. Existing TA facilities can and will support ADB-PSW operations. Upstream development 

work remains critical to unlocking PSO, particularly in challenging markets, and ADB will continue 
to allocate TA resources to group A countries, in particular FCAS and SIDS, for thematic areas 

that include private sector development as indicated in the Seventh Replenishment of the 
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Technical Assistance Special Fund paper.10 In addition, ADB will continue ongoing regional TA 

support for SIDS under the Pacific Private Sector Development Initiative11 and the Pacific Region 

Infrastructure Facility,12 which can be used to further support the implementation of ADB-PSW 
during the pilot period. Similarly, ADB-PSW will coordinate with the Women Entrepreneurs 

Finance Initiative (We-Fi) to support women-led small and medium sized enterprises in the 

Pacific.13 Furthermore, OPPP will proactively identify prospective DMC clients in group A 

countries that may require TA support through the Asia Pacific Project Preparation Facility14 to 
help prepare PPP projects that may be qualified and suitable for ADB-PSW support and private 

sector financing, including through ADB’s PSO.  

 

19. Allocation of resources to ADB-Private Sector Window solutions. Taking into 
consideration the challenges experienced by the IDA-PSW, in particular the limited uptake of one 

of the IDA-PSW facilities during the pilot period, ADB will employ a more flexible approach to 

ADB-PSW deployment and will not set allocation limits in terms of country, sector, or other limits 

for any of the solutions proposed. Instead, ADB will endeavor to strike a balance to deploy ADB-
PSW across eligible group A countries to transactions that meet the clear requirements and 

eligibility criteria. 

 

20. Governance, transparency and disclosure of private sector operations transactions 

with ADB-Private Sector Window support. As with its assessment of all transactions using 

concessional resources for PSO, ADB’s BFC will take rigorous steps in its decision-making 

process to safeguard the allocation and deployment of ADB-PSW resources to ensure they are 

being utilized only for transactions that meet the eligibility criteria (refer to Box), including 
adherence to the Blended Finance Principles. An outreach program within ADB and prospective 

private sector clients will help facilitate ADB-PSW implementation, and will give the BFC additional 

layers of information that will further support its decision-making process.  

 
21. ADB acknowledges donors’ concerns with respect to transparency when using 

concessional resources for PSO. For ADB-PSW transactions, ADB will report the status of 

implementation to the ADF donors in line with the reporting requirements of other concessional 

trust funds administered by ADB and regulated by the BFC. The report will include, among others, 
the amount of the ADB-PSW provided for all approved transactions, the total project cost, and the 

project structure. In addition, ADB will provide an update on the overall implementation of the 

ADB-PSW and lessons learned as part of the ADF 13 mid-term review.  

  
22. ADB also acknowledges IFC’s recent announcement with regards to transparency and its 

decision to change its public disclosure of blended concessional finance transactions (starting 

from October 2019) to include the estimated subsidy provided as a percentage of the total value 

 
10 ADB. 2019. Seventh Replenishment of the Technical Assistance Special Fund. Manila. 
11 Multi-donor fund to support advisory services to Pacific governments to improve business environment, access to 

finance, state-owned enterprise reform, and the economic empowerment of women (http://www.adbpsdi.org/p/what-
is-psdi.html). 

12 Multi-donor fund to support upstream infrastructure planning, priority setting, financing, and asset management in 
Pacific Island countries (https://www.theprif.org/). 

13 A multi-donor fund which aims to mobilize financing from commercial and international financial institutions to improve 
women entrepreneurs access to finance (https://we-fi.org). 

14 A multi-donor trust fund managed by ADB’s OPPP to support infrastructure development and enhance quality 
infrastructure in Asia and the Pacific. 
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of the project. IFC is in the initial stages of implementing these new procedures and ADB will 

continue to monitor updates on the new disclosure practices of peer institutions in relation to 

blended concessional finance transactions. Currently, ADB publicly discloses information in 
accordance with its Access to Information Policy. ADB will continue to coordinate with its peers 

as new disclosure practices develop and will also take into consideration the feedback from other 

stakeholders, including prospective ADB-PSW recipients, on this matter in order to develop and 

deliver a balanced approach.  
 

23. Enhanced development effectiveness tools and processes. ADB has adopted and is 

implementing the Multilateral Development Banks’ Harmonized Framework on Additionality15 in 

ADB’s PSO. ADB has also introduced new business processes to involve the regional 
departments and the Sustainable Development and Climate Change Department in the review of 

PSO transactions at the concept stage to further strengthen the development impact rationale for 

PSO transactions. In addition, ADB is currently developing a new development effectiveness tool 

so as to enhance its ability to objectively measure anticipated development results of each PSO 
transaction and to ensure alignment with operational priorities. These enhanced processes and 

new tools will ensure that the design of PSO transactions with ADB-PSW are additional and meet 

the agreed minimum thresholds for development effectiveness. 
 

III. CONCLUSION 
 
24. The ADB-PSW is a source of funding that will address constraints to private sector growth 

in group A countries including FCAS and SIDS through co-investments and partnerships with 
commercial lenders and investors in these countries. ADB, guided by its Strategy 2030, will 

pursue a coordinated approach across its operations to expand its support in new and frontier 

markets. ADB’s existing governance procedures for blended finance operations, including its 

Blended Finance Committee, make ADB well-positioned to successfully implement the ADB-PSW 
during the ADF 13 period. 

 

IV. ISSUE FOR DONOR’S ENDORSEMENT 
 

25. The endorsement of donors is sought for the proposal to establish and implement the 
ADB-PSW in group A countries on a pilot basis for the ADF 13 period. 
 

 
15 AfDB et al. 2018. Harmonized Framework for Additionality in Private Sector Operations 

(https://www.adb.org/sites/default/files/institutional-document/456886/mdb-additionality-private-sector.pdf).  


