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EXECUTIVE SUMMARY 

In April 2014, the Asian Development Bank (ADB) completed a midterm review of 
Strategy 2020. While the review concludes that the broad directions of the strategy remain valid, 
ADB needs to respond to the changing needs of its growing number of middle-income clients, in 
a market characterized by a diminishing share of official development assistance, increasing 
importance of private investment and remittance flows, and emergence of new finance 
institutions. For ADB to respond better and faster to these evolving circumstances, the midterm 
review recommends adjustments to various internal processes and practices, and to several 
business lines and themes.  

 
The midterm review action plan sets out a detailed operational and organizational reform 

agenda, with responsibilities and timelines, to translate the review’s outcomes into specific 
actions. This paper provides an update on the implementation of ADB’s reforms under the 
action plan, undertaken since 2014. These are broadly characterized as reforms to strengthen 
ADB’s operational efficiency and effectiveness, enhance internal capacity, respond to the 
changing business environment, and sharpen ADB’s strategic and operational focus. Overall, 
implementation of the action plan is progressing well, although some important actions are 
pending completion.  
 
Strengthening Operational Efficiency and Effectiveness 
 

Project implementation. Reforms address project readiness, procurement and 
disbursement processes, and project management. ADB is implementing a 10-point 
procurement reform plan to reduce procurement time, increase administrative efficiency, and 
maintain sound fiduciary oversight. The reforms are already showing early results in terms of 
reducing ADB’s own approval timelines. However, further measures are needed to consolidate 
the gains. Overall end-to-end timelines for engaging consultants and contractors remain high, 
and a backlog in uncontracted and undisbursed balances must be addressed.  
 

Delegation of authority to resident missions. Reforms in this area aim to improve 
efficiency and effectiveness of operations, and enhance responsiveness to clients. Operations 
teams are adopting models that best suit their country context. Strong country-based project 
administration unit structures are already in place in ADB’s six largest resident missions. The 
large resident missions are generally managing the country portfolios. Procurement and project 
management decisions are delegated to medium and small resident missions, based on staffing 
and capacity considerations. Further progress will require greater optimization measures, as 
well as improved teamwork between departments to deliver services to clients as “one ADB.” 
Additional budgetary resources will be required in the longer term.  
 

Other operational efficiency measures. ADB is currently working to improve several 
business and administrative processes to cut costs and shorten decision-making timelines. 
These include simplifying documentation and review requirements for various products, as well 
as streamlining approval processes. 

 
Enhancing Internal Capacity 
 

Human resources. ADB must have a strong mix of high-performing and high-potential 
staff with skills aligned to client’s future needs. Reforms to strengthen human resource capacity 
cover three core activities: talent management, skills audit, and workforce and workload 
analyses. Work on these activities is under way. The ongoing assessments of skills and 
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workloads will lead to specific reforms starting in 2016. These will reflect current and medium-
term human resource changes required to deliver ADB’s expanded lending capacity. The 
delegation of authority to resident missions is being supported by activities to enhance staff 
strength and implementation capacity. ADB is also paying attention to staffing needs in fragile 
and conflict-affected situations.  
 

Information technology. Reforms initiated to improve information technology capacity 
include (i) simplifying eOperations, a system that tracks project processing and implementation 
information; (ii) introducing a client portal to facilitate faster disbursements; and (iii) developing 
an end-to-end procurement review system to track timelines for procurement decision-making. 
Efforts are ongoing to provide better information technology services in resident missions. Early 
successes include increased internet capacity through the use of local providers, and wireless 
connectivity in resident missions. Proposed reforms include enhancing the current mainframe 
and introducing applications to track the use of all trust fund and cofinancing facilities.  
 
Responding to the Changing Business Environment 
 

Financial resources. To remain relevant in a competitive development financing 
landscape, ADB needs a certain scale of operations. A groundbreaking measure successfully 
completed in May 2015 is the combination of the Asian Development Fund’s equity and lending 
operations with the ordinary capital resources balance sheet, to take effect in January 2017. 
According to baseline scenarios, this can increase ADB’s annual financing commitments by up 
to 40% on aggregate, and by up to 70% in poorer countries during 2017–2026. ADB is now 
actively working to develop a sound project pipeline to be supported by this strong lending 
capacity. Reforms that will help achieve ambitious cofinancing targets and enhance public–
private partnerships are being implemented.  
 

Private sector operations. ADB seeks to improve the flexibility of and innovative 
products offerings by private sector operations. Most of the first generation of reforms are 
complete and include (i) introducing an economic capital planning model to improve resource 
allocation to the Private Sector Operations Department and provide greater flexibility in the 
planning process; (ii) streamlining procedures to speed up the approvals of small and highly 
developmental projects; (iii) improving risk transfers and local currency solutions; and (iv) 
enhancing ADB guarantees. Further measures will be needed to consolidate these gains, and 
achieve ambitious corporate targets. 

 
Knowledge management. Reform measures will help ADB respond to client’s changing 

needs, particularly middle-income countries. Key actions completed include realigning the 
knowledge departments, and reconfiguring and strengthening sector and thematic practice 
groups. The mandate of reconfigured practice groups includes (i) strategic support for 
operations, including upstream support for complex and innovative projects; (ii) knowledge 
management and knowledge sharing, including forging global partnerships with centers of 
excellence; and (iii) human resource and talent management support, including staff recruitment 
and sharing.  

 
Sharpening Strategic and Operational Focus 
 

Operational and action plans. ADB is preparing selected operational and action plans 
to guide operations in priority sectors. The operational plans for health, and agriculture and 
natural resources have been approved. Work on the plans for finance, regional cooperation and 
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integration, capacity development, information and communication technology, and inclusive 
business is under way.  

 

Operational resource targets. Efforts are ongoing to expand ADB lending in selected 
areas (including education, health, clean energy, and agriculture) in line with targets in the 
midterm review action plan. 
 

Engagement with middle-income countries. An approach for ADB’s engagement with 
upper middle-income countries was developed in 2015, under the midterm review action plan, to 
engage with them strategically as clients, active contributors to regional development, and 
important collaborators and partners of ADB.  

 
In conclusion, ADB has taken significant steps to implement the internal reforms agreed 

under the midterm review action plan. While it is still early, some of these reforms are already 
showing positive results. The action plan is a change platform, rather than a checklist of actions; 
reforms are an evolving process. Further reforms will be considered over time, and current 
reforms may be adjusted in response to implementation experience and changing business 
needs. In the meantime, ADB remains committed to strengthening implementation of these 
measures through the remaining years of Strategy 2020 and beyond.  
 



 

 

I. INTRODUCTION 

1. In April 2014, the Asian Development Bank (ADB) completed a midterm review of 
Strategy 2020.1 ADB undertook the review to prepare to meet the challenges of a transforming 
Asia and Pacific region. Based on extensive consultations with clients and partners, the review 
concludes that the broad directions of Strategy 2020 remain relevant.2 However, it recognizes 
that the region is changing, and ADB must respond better and faster to the evolving needs of its 
clients. The review identifies several strategic priorities to increase ADB capacity and 
effectiveness, strengthen responsiveness to the changing business environment, and sharpen 
and rebalance ADB operations. 
 
2. In July 2014, ADB approved an action plan to implement the key recommendations of 
the midterm review.3 The plan is to help ADB respond to two interrelated sets of challenges for 
ADB operations, and help achieve the midterm review directions: 
 

(i) External factors. As more countries achieve middle-income status, expectations 
for ADB assistance are changing. At the same time, several countries still have 
large poor populations, rising inequality and vulnerability, substantial 
infrastructure gaps, inadequate public services, and significant environmental 
risks. The international development finance architecture is also evolving, with a 
diminishing share of official development assistance, increasing importance of 
private investment and remittance flows, and emergence of new finance 
institutions. ADB needs to adapt to this environment, which provides 
opportunities for collaboration, but challenges ADB to remain relevant for 
sophisticated clients in an increasingly competitive international financial market.  

 
(ii) Internal factors. Despite important reforms, some of ADB’s internal processes 

and systems continue to be cumbersome, impeding delivery of services to client 
developing member countries (DMCs). Growth of private sector operations is 
limited by inflexible resource allocation and misalignment with market practices. 
While ADB’s network of resident missions is an important means to serve the 
DMCs better, many are insufficiently empowered and inadequately staffed. 
Moreover, ADB’s lending capacity is constrained, largely because of the relatively 
small share of paid-in capital, which in turn affects the equity–loan ratio. Finally, 
ADB does not have enough partnerships to provide high-quality analysis and 
expertise, and to more effectively leverage knowledge for its growing number of 
middle-income country clients. 

 
3. The midterm review action plan guides ADB reforms since 2014. It sets out a detailed 
operational and organizational agenda, with responsibilities and timelines, to translate the 
midterm review’s outcomes into specific actions. It aims to improve ADB operations on the 
ground, build skills, and provide better service to clients. The expected results from 
implementing these reforms include an expanded capital base, enhanced efficiency, stronger 
internal linkages between various teams to work as “one ADB,” and greater leveraging of 
finance and knowledge for client DMCs. The implementation of the action plan is an evolving 
process; ADB will periodically update the plan in line with changing business needs and 
implementation experience. 

                                                           
1
  ADB. 2014. Midterm Review of Strategy 2020: Meeting the Challenges of a Transforming Asia and Pacific. Manila. 

2
  ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. 

Manila. 
3
  ADB. 2014. Midterm Review of Strategy 2020 Action Plan. Manila. 
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4. This paper provides an update on implementation of the midterm review action plan. The 
action plan reforms are broadly characterized as measures to strengthen ADB’s operational 
efficiency and effectiveness, improve internal capacity, respond to the changing business 
environment, and sharpen ADB’s strategic and operational focus. These measures will lead to a 
stronger, better, and faster ADB.  
 
5. The reforms are expected to show concrete results only in the medium term. Many are 
challenging, and need extensive consultations and quality control. Moreover, improvements in 
results are not expected to be linear, as initial implementation issues may arise. Overall 
implementation of the action plan is considered to be progressing well, given the complexity of 
many reforms (Appendix 1). However, progress varies across reform areas. 
 

II. STRENGTHENING OPERATIONAL EFFICIENCY AND EFFECTIVENESS 

6. Improving the efficiency and effectiveness of operations is key to enhancing results on 
the ground. As per the midterm review, ADB will provide higher value for money by ensuring 
that operational results are delivered within the planned time frame and at reasonable cost. This 
will help make ADB a more responsive partner for its clients. Ongoing reforms address various 
aspects of project implementation, supported by delegation of authority to resident missions, as 
well as changes in internal procedures to speed up delivery.  
 
A. Project Implementation 

7. Since the midterm review, ADB has taken steps to improve project readiness, 
procurement and disbursement processes, and project management. Available portfolio data 
show some overall indications of improved project implementation in 2014: (i) contract awards 
for sovereign projects totaled $8.2 billion, an increase of 27.2% over 2013; (ii) disbursements for 
sovereign projects reached a new high of $7.3 billion in 2014, an increase of 11.0% from  
$6.6 billion in 2013; (iii) the contract award ratio for sovereign projects rose significantly in 2014; 
and (iv) the disbursement ratio went up, but only marginally (Figure 1).4  
 

Figure 1: Sovereign Project Implementation: Achievements and Challenges in 2014 
Improving Contract Award and Disbursement Ratio, but rising Uncontracted and Undisbursed Balances 

 

 
 

Source: Asian Development Bank. 2015. 2014 Annual Portfolio Performance Report. Manila. 

                                                           
4
  For sovereign Asian Development Fund (ADF) projects, the contract award ratio declined to 21.0% in 2014 from 

22.0% in 2013, and the disbursement ratio declined to 16.5% in 2014 from 17.2% in 2013; disbursement increased 
to $1.8 billion in 2014 from $1.7 billion in 2013.  
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8. However, several implementation issues remain. Sustainability and timely completion of 
projects must be addressed.5 While the 2014 corporate sovereign disbursement target 
(including policy-based loans) of $9.0 billion was achieved, project disbursement (excluding 
policy-based loans) was still below the corporate target of $8.1 billion. Further, while the 
disbursement ratio for sovereign projects (excluding policy-based loans) rose from 17.7% in 
2013 to 18.2% in 2014, more work is needed to achieve the 2016 corporate target of 22.0%. 
Similarly, the Asian Development Fund (ADF) disbursement ratio of 16.5% in 2014 is short of 
the 2016 corporate target of 20.0%. Uncontracted and undisbursed balances continued to rise 
overall in 2014 (Figure 1).6 The backlog of contract awards and disbursements is significant. 
Some important reforms to address project implementation are under way. 
 

1. Project Readiness 

9. Greater project readiness is expected to accelerate start-ups, shorten completion delays, 
and help improve project quality. Under the midterm review action plan, project readiness filters 
have been clarified, and monitoring has been separated into two categories: design readiness 
and procurement readiness.7 The share of sovereign infrastructure projects that were 
procurement-ready increased to 32% in 2014 from 26% in 2013 and only 10% in 2012. Of 
sovereign infrastructure projects, 60% were design ready in 2014, slightly lower than in 2013 
(65%) but higher than in 2012 (52%). Targets for the annual approval of “high readiness” 
projects, covering both procurement and design readiness, are 40% in 2015, 50% in 2016, and 
80% in 2017. These targets will be closely monitored and reported.  
 
10. Client DMCs and ADB need to invest upfront to enhance readiness. Accordingly, ADB is 
encouraging the use of project design advances, tranches of multitranche financing facilities, 
and other facilities, including technical assistance (TA) and TA loans.  
 

2. Procurement Processes 

11. Sound implementation requires that ADB’s procurement processes be timely, efficient, 
and effective. To address procurement-related challenges faced by ADB, a 10-point 
procurement reform plan (paras. 12–21) was approved as part of the midterm review action 
plan. The key objectives were to improve ADB’s procurement performance by reducing 
procurement time, increasing administrative efficiency, and maintaining sound fiduciary 
oversight. Initial results are encouraging, although more effort is needed to consolidate gains.   
 
12. Procurement risk assessments. More robust procurement risk assessments of 
country, sector, and agency systems are being undertaken to determine risk-based 
procurement supervision or prior review thresholds, as well as capacity to take on greater 
delegation of procurement responsibility.8 Five country risk assessments are complete, and 
seven are under preparation.  

                                                           
5
  ADB. 2015. 2014 Development Effectiveness Review. Manila. 

6
  For sovereign ADF projects, the uncontracted balance declined to $6.94 billion in 2014 from $6.97 billion in 2013, 

and the undisbursed balance declined to $10.92 billion from $11.01 billion in 2013. 
7
  Procurement readiness is considered to be achieved when bidding documents for major construction or goods 

contracts are launched before project approval. An infrastructure operation is considered to be design ready at 
approval when it has detailed engineering designs suitable for preparing and launching bidding documents for 
major construction or goods contracts, or preliminary design and specifications suitable for preparing and launching 
bidding documents for (i) construction contracts involving detailed design, and/or (ii) turnkey or engineering 
procurement and construction contracts. 

8
  Reforms that involve undertaking country, sector, and agency risk assessments are expected to increase ADB’s 

understanding of the maturity and capacity of DMC procurement systems. This has the added advantage of 
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13. International competitive bidding thresholds. ADB increased international 
competitive bidding thresholds based on market review. Below these thresholds, national 
competitive bidding (NCB) will be applied where essentially country systems are used, leading 
to shorter procurement times.9 So far, 29 countries have adopted the new thresholds. Adoption 
has not been uniform, as some executing agencies prefer ADB’s standard International 
competitive bidding documents over their own NCB documents. ADB will engage with 
authorities on the optimal setting of procurement methods using the new thresholds. 
 
14. Prior review limits. New risk-based prior review limits have been introduced for 
contracts. ADB will focus its application of prior review on higher risk procurement. Post-review 
and post-review (sampling) will apply to lower risk procurement, and reduce time and 
administrative burden.10 Several projects approved since the third quarter of 2014 have adopted 
new prior review ceilings. Discussions are currently under way for 12 projects in eight countries 
to adopt post-review sampling.11  
 
15. Decision authorities. ADB has increased the Procurement Committee threshold from 
$10 million to $40 million, and introduced differentiated approaches for procurement decisions 
below the threshold to facilitate decentralization:12  
 

(i) Regional departments, with the endorsement of ADB’s specialized Operations 
Services and Financial Management Department (OSFMD), will make 
procurement decisions for contracts valued at $20 million–$40 million.  

(ii) Regional departments, with the endorsement of qualified staff (accredited under 
the procurement accreditation skills scheme), will make procurement decisions 
for contracts up to $20 million.  

(iii) The executing agency can decide for contracts up to $5 million, where ADB post-
review (sampling) is applied.  

 
The revised decision authorities are in effect, and have already delivered efficiency gains. The 
average time from the receipt of a bid evaluation report and ADB’s approval for transactions of 
$10 million and more during January–June 2015 was 44 days, compared with 58 days in 2014. 
Greater efforts are needed to reduce time for contracts above $20 million. 

 
16. Project procurement classification. Projects are classified by procurement risk and 
complexity at concept clearance; specialized procurement support is provided for high-risk and 
complex projects during processing. This will lead to better-prepared procurement plans and 
enhanced readiness of executing agencies. 

                                                                                                                                                                                           
providing greater opportunity for more focused capacity building measures, and the potential for giving more 
responsibility for ADB procurement to the DMCs, where possible. 

9
  Increased use of NCB is expected to save time (100 days on average saved as compared with international 

competitive bidding), especially when post-review is applied. The reforms also provide flexibility for clients to utilize 
more NCB and to use full or partial post-review processes where they are comfortable. While the use of 
procurement country systems has improved for ADB’s overall sovereign operations from 33% in 2013 to 39% in 
2014 and for ADF operations from 31% in 2013 to 34% in 2014, this is still generally below the 2012 baselines of 
48% and 32%. ADB will continue to work to expand the use of country systems for financial management and 
procurement systems. 

10
 Post-review sampling may be used for procurement supervision of low-risk, low-value, and low-impact contracts 
after the executing agency’s procurement capacity is ascertained for both new and ongoing projects. Detailed 
guidelines for post-review sampling were released in June 2015.  

11
 The use of post-review sampling for up to a third of small contracts of $5 million and less is expected to reduce 
total contract reviews by regional departments by 25%, thus releasing staff time. 

12
 About 100 fewer contracts are expected to go to the Procurement Committee, which, compared with current 
practice, saves drafting a formal memo and a three-party review. 



  5      

 

17. Procurement review system. ADB launched an end-to-end13 procurement review 
system (PRS) on 1 January 2015 for transactions above $10 million. It will allow monitoring of 
procurement times and introduce accountability. As of August 2015, 156 transactions were 
using the PRS, and this number is expected to rise. Staff have been trained, and users have 
provided constructive feedback, which is being used to address initial start-up problems. Work 
has commenced on the next module to link the PRS with the financial system (para. 51). 
 
18. Master bidding documents. ADB will encourage the adoption of master bidding 
documents during project preparation, rather than during implementation. Project readiness will 
be enhanced if these are agreed by loan negotiations at the latest. Regional departments 
(rather than OSFMD) will review bidding documents that follow the standard templates, which 
will save time. As of August 2015, 22 projects had adopted master bidding documents. 
 
19. Streamlined Procurement Committee processes. The newly implemented processes 
include strict timelines and concurrent review. A standard timeline of 10 days has been set, and 
is expected to contribute to faster procurement approval.  
 
20. Procurement approval form. The new simpler procurement approval form includes an 
electronic template. This will standardize procurement review across ADB, and reduce 
paperwork. The most recent Procurement Committee memo was received in November 2014; 
all subsequent submissions have used the procurement approval form. Using the electronic 
template, regional departments will be able to input data directly into the PRS.  

 
21. Consulting services review. ADB has established a new consulting services unit to 
improve services. Quality enhancements include increased use of 90:10 quality- and cost-based 
evaluation, and enhanced delegation of authority (where possible) to regional departments for 
loan consulting services up to $5 million. These changes became effective with the revised 
project administration guidelines issued in December 2014.14  

 
22. Considerable work still remains. End-to-end contracting time, including time taken by 
executing agencies, increased to 448 days for contracts above $10 million during January–June 
2015, from 383 days in 2013. Recruitment time for consulting services for TA projects and loans 
also increased during the same period. ADB will work to tighten the current timelines under the 
standard bidding documents for consultants and contractors, strengthen parallel review 
systems, consolidate skills in the consulting services unit, and improve monitoring. Timelines for 
decision-making for various steps need to be defined, and shortened as necessary. ADB has 
also initiated an overall review of its procurement policy framework.  
 
23.  Several departments have announced service standards with the goal of compressing 
timelines. All regional departments have adopted standards that cover procurement and 
consulting services, differentiated across modes. OSFMD monitors its own service standards 
regularly. The Office of the General Counsel (OGC) has adopted service standards for loan, 
grant, and TA processing and administration; and procurement review for sovereign operations. 
Standards relate to the review of project documents, TA reports, concept papers, change 
memoranda, bid evaluation reports, and bidding documents. The Sustainable Development and 
Climate Change Department (SDCC) finalized its service standards, which relate to peer review, 
review of safeguards, climate risk vulnerability reports, and trust fund management. 

                                                           
13

  This refers to the time taken from the date of first receipt of draft bidding documents by ADB to contract-signing. 
14

  The standard of the midterm review action plan is to reduce ADB time to review consultancy contracts from the 
pre-midterm review practice of 180 days for TA projects to 90 days, and from 368 days for loans to 120 days. 
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24. In 2014, ADB renewed its emphasis on portfolio management at the corporate and 
department levels. The 2015 corporate target is set at $9.0 billion for sovereign contract awards 
(excluding policy-based loans and grants). The corporate target is cascaded into departmental 
targets, to emphasize the continued importance of portfolio management.  
 

3. Disbursement Processes 

25. The midterm review action plan calls for measures to enhance disbursement efficiency. 
ADB is introducing initiatives to reduce the time taken from the receipt of withdrawal applications 
and the related payments to 5 days on average.  
 

(i) Prior review contracts. ADB issued revised guidelines in December 2014 to  
(i) reduce resident mission time spent on withdrawal applications, by simplifying 
preliminary review requirements; and (ii) remove restrictions on certain types of 
withdrawal applications to be submitted electronically through ADB’s eStar 
system. In February 2015, ADB tightened service standards for time allowed to 
process withdrawal applications. In addition, all withdrawal applications are now 
directly submitted to the Controller’s Department (CTL), rather than via regional 
departments.  

 
(ii) Post-review contracts. Actions identified by an interdepartmental working group 

to reduce time between receipt of a withdrawal application and payment include 
(i) revising relevant sections of ADB’s Operations Manual, Loan Disbursement 
Handbook, and Project Administration Instructions; as well as enhancing systems 
by establishing a client portal for disbursements (CPD) (para. 50). Since these 
changes will take time, a two-phased approach has been adopted. In the first 
phase, the average processing time target for post-review contracts is set at  
7.3 days, starting in the third quarter of 2015. Once the CPD is fully implemented 
by all executing agencies, the 5-day target will apply.  

 
26. These reforms are yielding early results in terms of efficiency. Monitoring against service 
standards shows that the average processing time for withdrawal applications for prior-review 
contracts has decreased since 2014, and is below the action plan target (Figure 2).  
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Figure 2: Average Disbursement Time for Contracts 

Prior review

Post-review

* The target for post-review contracts is for the third quarter of 2015.  

NYA = not yet applicable, Q1= first quarter, Q2 = second quarter. 
Notes: This shows the end-to-end process time in working days, beginning from the time the withdrawal 
application was received either at the resident mission or headquarters, until the value date of the 
related payment.  
Source: Asian Development Bank. 
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27. The ADB-wide disbursement drive in 2014 contributed to improved performance. Prior to 
2014, the ADB corporate disbursement target was based on a bottom-up approach, using 
projections from project teams. The target would often be conservative, and changes in line with 
implementation made it a moving number that was hard to monitor. The corporate target for 
2014 used a different approach—taking into account the available undisbursed balance at the 
beginning of the year and the need to work toward an overall disbursement ratio for sovereign 
projects of 22.0% by 2016.15 The corporate target was broken into targets for operations 
departments. Bimonthly management information summaries and quarterly operations review 
meetings closely monitored progress toward these targets. Closer coordination between 
operations and support departments, and department efforts helped achieve the overall 
corporate target of $10.3 billion in aggregate disbursements in 2014, up from $8.7 billion in 
2013. However, the disbursement ratio of 18.2% for sovereign projects (excluding policy-based 
loans) achieved in 2014 is still below the 2016 corporate target of 22.0% (para. 8).  
 

4. Project Management 

28. Better and faster project implementation needs much more efficient and effective project 
management. To achieve this, ADB is seeking to place greater responsibilities in the field 
offices, and to equip them to handle implementation issues (paras. 29–35). Several human 
resource initiatives to improve staffing, as well as develop skills in project implementation and 
management are ongoing (paras. 46–47). In parallel, information technology capacity in resident 
missions is being enhanced (para. 53).  
 
B. Delegation of Authority to Resident Missions 

29. The delegation of authority to the resident missions is one of the most important reforms, 
particularly for executing agencies. The goal is to ensure that more procurement and project 
management work is done on the ground more efficiently, increasing ADB’s responsiveness. 
Since the midterm review, the number of projects and the portfolio volume administered by 
resident missions increased to a record high in 2015 (Figure 3).  
 

Figure 3: ADB Portfolio by Administering Authority 
 

  
 

 
ADB = Asian Development Bank, HQ = headquarters, RM = resident mission. 
Source: Asian Development Bank calculations, based on administering office as reflected in the mainframe, and 
including guarantees and equity investments. The middle bars reflect joint administration.  

                                                           
15

  The disbursement target for ADF projects is 20% by 2016.  
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30. All regional departments are implementing measures to support resident mission 
delegation. For example, country directors are closely involved in endorsing concept papers and 
project documents. Project teams include staff from headquarters and resident missions for both 
processing and implementation. Progress generally varies by resident mission size, with 
different regional departments using different models for delegation. 
 

1. Large Resident Missions 

31. Project management. The delegation of project management to the six largest resident 
missions follows a phased process that considers staff capacity and number. The large resident 
missions have country-based project administration unit structures in place. In India, the 
management of the transport and urban portfolios was transferred to the country director in 
October 2014, and the entire portfolio in May 2015. In Bangladesh, the entire portfolio was 
transferred in October 2014. In Viet Nam, transport and energy sector projects were transferred 
in February 2015; the resident mission is also responsible for communication, and monitoring 
and reporting of project performance. By 2016, it is expected to take over the administration of 
all projects, subject to adequate staffing. In Indonesia, the portfolio was transferred to the 
resident mission in mid-2015. In the People’s Republic of China (PRC), the supervision of 55% 
of the portfolio was transferred by mid-2015, including most urban, energy, and railway projects. 
In Pakistan, projects are administered both by resident missions and headquarters; the resident 
mission has portfolio authority and responsibility. Some projects are still managed from 
headquarters, until the resident mission resources are sufficient for full delegation. The country 
director will gradually become responsible for overall operations. 
 
32. Procurement decisions. In the large resident missions, procurement decisions have 
been largely transferred to country directors who are supported by staff qualified to handle 
procurement issues. OSFMD staff have been posted to the front offices of four regional 
departments, and to resident missions in Bangladesh, the PRC, India, Pakistan, Uzbekistan, 
and Viet Nam. This operationalizes implementation of the new procurement decision authorities 
(para. 15). Variations remain across the large resident missions. In the PRC, procurement 
approval authority for projects that are formally administered by headquarters still remains with 
headquarters-based sector directors. In Pakistan, procurement authority rests with the country 
director, except for projects managed by headquarters. For projects in Bangladesh, India, and 
Indonesia, procurement approval authority lies with the country directors. Viet Nam follows a 
mixed model, depending on where the project team leader is based. As the management of 
more projects is delegated to resident missions, this is expected to evolve.  
 

2. Medium, Small and Micro Resident Missions 

33. Project management. Several smaller resident missions have been delegated a 
significant part of the portfolio; others are starting more slowly because of capacity limitations. A 
major consideration is the experience and number of national staff. The resident missions in 
Afghanistan, Cambodia, the Lao People’s Democratic Republic, Mongolia, Sri Lanka, and 
Uzbekistan are already administering significant parts of the country portfolio. In the Pacific, 
country and regional directors are jointly responsible for portfolio administration.  
 
34. Some regional departments are exploring the concept of hubs and subhubs to facilitate 
delegation of authority. In the Pacific, the Pacific Liaison and Coordination Office in Sydney and 
the Pacific Subregional Office in Suva already operate as hubs, with headquarters providing 
services for the Marshall Islands, the Federated States of Micronesia, and Palau. In South Asia, 
outposted staff in the Bangladesh, India, and Nepal resident missions perform regional 
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functions, providing support to other countries in the subregion. Likewise, in Central Asia, staff 
in the Armenia and Uzbekistan resident missions provide regional services.  
 
35. Procurement decisions. In the smaller resident missions, procurement decisions are 
being delegated in line with the new decision authorities, based on staffing and capacity 
considerations. In general, for projects administered by resident missions, procurement 
decisions have largely been delegated to the country director, with support from qualified staff. 
However, for projects formally administered by headquarters, headquarters-based sector 
directors generally continue as the approving authority.  
 
C. Other Operational Efficiency Measures 

36. The midterm review calls for streamlining business processes to reduce delays and 
minimize transaction costs for clients. ADB has identified scope for improving several 
procedures; further deliberations are ongoing, including with the Board of Directors.  

 
(i) Documentation and review. Simplifying and clarifying documentation for 

country partnership strategies, project processing, TA concepts and proposals, 
and establishment of trust funds can save staff effort and time. The review 
processes are cumbersome, and often contribute to delays. Standard comment 
forms for submission of interdepartmental comments and categorization of 
comments based on their nature and gravity are being considered.  

 
(ii) Approval processes. Measures being considered to speed up internal approvals 

include delegating selected approval authorities and streamlining procedures.  
 

37. Collectively, these measures are expected to generate significant efficiency gains. 
Project processing timelines could be cut by 20–25 days.16 The country partnership strategy 
reforms, if implemented, have the potential to reduce the average time to produce a country 
partnership strategy from 24 months to 8 months. Process reforms for private sector operations 
are already showing efficiency gains (para. 75). 
 
38. In 2015, ADB introduced several reforms to the TA allocation process to support efficient 
and effective use of resources. Under the more transparent revised allocation process, 
departments receive a base allocation reflecting the forward pipelines in the case of regional 
departments, and the capacity to prepare and implement TA projects as measured by staff 
availability in the case of nonregional departments. This is adjusted for the utilization of existing 
TA resources measured by uncommitted balances. The revised process enables greater 
flexibility in deploying TA resources, by no longer distinguishing between project preparatory TA 
and non-project preparatory TA. ADB seeks to reduce the number of active TA projects through 
a more rigorous TA portfolio monitoring system, including quarterly reports to management.  
 

III. ENHANCING INTERNAL CAPACITY 

39. Reforms to enhance ADB’s internal capacity must support measures to strengthen 
operational efficiency and effectiveness, and increase ADB’s responsiveness to clients. Two 
sets of measures are particularly important. First, ADB has to comprehensively strengthen its 
human resource skills, incentives, and institutional arrangements to meet midterm review 

                                                           
16

  The average timeline between fact-finding and approval without these efficiency measures is estimated to be more 
than 7 months, including time taken for internal processes by DMC authorities.  
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objectives. Second, ADB must further develop its information technology capacity to support 
more transparent and innovative development solutions, greater efficiency in project 
implementation, and improved development outcomes.  
 
A. Human Resources 

40. The midterm review stresses that ADB needs to strengthen staff skills and capacity if it is 
to remain relevant and responsive to the changing needs of its DMCs. Many human resource 
reforms are expected to show results over a medium-term horizon to meet the strategic and 
institutional demands of a changing development financing landscape. At the same time, 
several short-term measures are supporting project implementation and resident mission 
delegation. These reforms will help ADB provide increased local support to clients.  
 

1. Strategic and Institutional Reforms 

41. Talent management. In 2014, ADB introduced a talent management framework to 
ensure a strong mix of high-performing and high-potential staff with skills aligned to future needs 
of clients. This is meant to acquire, assess, develop, engage, and retain staff to produce 
expected business outputs and outcomes. It includes (i) renewable fixed-term contracts for 
senior international staff, including 360-degree feedback; (ii) improved managerial assessment 
and selection processes; (iii) flexible retirement options to retain scarce and essential expertise; 
(iv) an annual talent review exercise and use of talent pools for succession planning, 
development, and appointments; (v) strengthening of performance management processes, 
particularly of poor performing staff; (vi) introduction of technical and managerial streams;  
(vii) improved flexibility in fast-tracking, lateral moves, and downgrading; (viii) empowerment of 
national staff, including encouragement to apply for international staff vacancies in headquarters 
and resident missions, and considering their applications on merit and when they meet the 
relevant criteria (including international experience); and (ix) leadership development training for 
mid-level, high-performing international staff.  
 
42. Workload and workforce analysis. This ongoing exercise involves assessing current 
staff deployment from qualitative and quantitative perspectives, with a view to studying 
imbalances between staffing and workload within and between operations and support 
departments. It is aimed to inform decision-making as ADB responds to evolving organizational 
priorities, including how best to position staffing to rapidly build up programming pipelines in 
view of expanded lending capacity (para. 58). Weak counterpart capacity can entail relatively 
higher workloads for designing, processing, and implementing operations in the DMCs. The 
analysis factors in differences in counterpart capacity by considering a DMC’s country 
classification, and status as a fragile and conflict-affected situation. It will thus be responsive to 
the needs of ADF recipients. The analysis is to be completed by the end of 2015, and will 
identify resource allocation issues to be addressed through annual budget processes, including 
through internal redeployment.  
 
43. Skills gap assessment. ADB is assessing current skills and future needs, and will 
develop a plan targeting the requirements of specific business lines over time. The skills gap 
assessment will examine current staff resources against future operational requirements 
identified by the workload and workforce analysis, and provide information on emerging skills 
gaps and surpluses in terms of quality and quantity. The audit of current staff skills is complete, 
and the projection of skills needs based on future pipelines is under way. The report is on track 
to be completed in 2015. Implementation of reforms based on the findings from the workload 
and skills gap assessments is expected to begin in 2016. 
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44. Compensation and benefits review. An attractive compensation and benefits package 
is essential to attract and retain good staff. The ongoing review aims to assess the 
competitiveness, sustainability, and cost efficiency of ADB’s compensation and benefits policies, 
and identify areas where changes are required to support ADB’s business needs and changing 
workforce demographics. Preliminary results were presented, and consultations are ongoing. 
Selected final results will inform ADB’s budget for 2016; additional detailed reviews will be 
undertaken early in 2016. 
 
45. Mobilization of interdepartmental teams. Various measures are under way to 
strengthen staff collaboration across departments, and deliver services as “one ADB.” Staff 
rotation between knowledge and operations departments is being explored, and pilot rotations 
are under way. The Budget, Personnel, and Management Services Department is working with 
knowledge departments to enhance recognition of staff who have demonstrated substantive 
collaboration, cooperation, and knowledge sharing with staff outside of their division, including 
as part of staff annual performance reviews. 
 

2. Reforms to Support Resident Missions and Project Implementation 

46. Strengthening of staffing at resident missions. Various ongoing actions are showing 
initial positive results. Continued progress will require budgetary resources in the long term.  
 

(i) Staff outposting. Outposting is being actively pursued based on business need, 
both from headquarters to resident missions, and from support departments to 
operations departments within headquarters. At present, OSFMD has outposted 
staff to six resident missions (para. 32). Likewise, OGC has outposted staff to the 
PRC and India, as well as to the front office of the South Asia Department. The 
Private Sector Operations Department (PSOD) has outposted staff to resident 
missions in the PRC, India, Indonesia, Kazakhstan, Thailand, and Viet Nam. 
Additional outposting is under way. The number of international staff outposted 
from regional departments to resident missions within their region has increased 
since the midterm review (Figure 4).  
 

Figure 4: Number of Staff in Resident Missions and Regional Departments  

  

AS = administrative staff, HQ = headquarters, IS = international staff, NS = national staff, RD = regional department, 
RM = resident mission. 
Source: Asian Development Bank budget documents, various. Authorized international staff positions in regional 
departments at headquarters are adjusted for outposting. Outposted national staff in resident missions refers to 
national staff positions that have been outposted to resident missions, and filled locally. 
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(ii) Staff positions in resident missions. Since 2014, ADB has allocated additional 
national and administrative staff positions to the resident missions in Bangladesh, 
the PRC, India, Mongolia, Myanmar, Nepal, the Pacific, Pakistan, Papua New 
Guinea, Uzbekistan, and Viet Nam. Administrative positions have been 
redeployed to Nepal and Sri Lanka, and fixed-term national staff positions 
provided in Bangladesh, the PRC, India, Mongolia, and Nepal by freezing 
international staff positions. Efforts are also under way to strengthen remote field 
offices, located in countries receiving concessional assistance (Box 1). 

 

Box 1: Strengthening Field Presence in the Pacific Islands 

Asian Development Bank (ADB) operations in the Pacific have expanded rapidly since 2005. The portfolio 
of the Pacific Department (PARD) quadrupled from $0.5 billion in 2005 to almost $2.0 billion in 2014. 
Increasing operations in PARD’s largest countries—Papua New Guinea and Timor-Leste—have formed 
the backbone of the expansion, but ADB’s engagement in smaller developing member countries (DMCs) 
has also followed this overall trajectory. In the last five years the portfolio in Samoa has increased by 76% 
(current total of $170 million), in the Solomon Islands by 47% ($108 million), and in Tonga by 200%  
($68 million). Vanuatu began actively borrowing from ADB again in 2011 and the portfolio has since 
doubled (current total of $58 million) in just 3 years. The recent introduction of the Asian Development 
Fund (ADF) minimum allocation for ADB’s smallest DMCs and the reengagement with Fiji in 2014 will 
contribute to the expanding portfolio, which is expected to reach about $3.0 billion by 2018. 

The Pacific region is facing a number of constraints that demand attention and require dedicated 
resources to ensure quality in design and implementation of operations. Partly due to factors such as 
limited scale for technical specialization and frequent staff turnover, most Pacific DMCs have weak 
government capacity, reflected in the high number with ADF access and by lower country performance 
assessment scores compared with other regions across Asia, on average. Seven of nine countries 
identified as fragile and conflict-affected situations are located in the Pacific, requiring careful assessment 
of risks in project design and implementation. Remoteness and dispersion add to resource intensity, as 
do frequent natural disasters that undermine growth prospects and require periodic emergency response 
operations. The Independent Evaluation Department’s recently completed evaluation of ADB Support to 
Small Pacific Island Countries, and ADB’s Pacific Approach, 2010–2014 (extended to 2015) and its new 
Pacific Approach, 2016–2020 (currently under development) reflect these characteristics.

a
 

ADB has taken several efficiency measures to implement and ensure the quality of PARD’s expanding 
portfolio within given staff resources, as well as to achieve Strategy 2020 midterm review objectives. 
These include allocating more than half of staff positions to field offices, supplemented by outposting of 
sector specialists; using regional hubs (Manila, Suva, and Sydney) to serve multiple countries; staff 
sharing with other ADB departments; empowering national staff, for example, as country and project team 
leaders; continuing to work closely with development partners (including through sponsor-funded staff 
positions); and establishing nine development coordination offices (DCOs) where ADB has no field office. 
The objectives of the DCOs are to (i) help governments coordinate development programs with ADB and 
other development partners, (ii) assist with ADB’s project portfolio management, (iii) support policy 
dialogue with governments, and (iv) help develop governments’ project implementation capacity. ADB 
currently uses consultants to manage the DCOs, which, according to the recent evaluation study, can 
cause inefficiencies that could be remedied by establishing a formal country presence.  

In 2015 and 2016, ADB is seeking to strengthen its existing network of DCOs by establishing extended 
missions in the four largest Pacific DMCs without resident missions or regional offices, i.e., Samoa, 
Solomon Islands, Tonga, and Vanuatu. While ADB support for the DCOs from the hub offices in Suva and 
Sydney has been useful, there is now a need to go beyond the coordination function provided by the 
DCOs and to move staff into these countries. These extended missions would be established initially for  
3 years, after which PARD will review the relevance of the offices to determine next steps. 
 

a
 Asian Development Bank (ADB). 2015. Corporate Evaluation Study: ADB Support to Small Pacific Island Countries. 

Manila; ADB. 2009. ADB’s Pacific Approach, 2010–2014. Manila. 
Source: Asian Development Bank. 
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47. Support for project implementation. Reforms are under way to build implementation 
capacity, ensure continuity in staffing assignments, and empower national staff.  
 

(i) Training and capacity. The regional departments lead the training efforts for 
executing agencies in their regions, with support from other departments. To 
enhance project implementation capacity, CTL, OSFMD, and regional 
departments work to identify training needs; and develop and implement tailored 
training programs for procurement, contract administration, and disbursement. 
Training is provided on a regular basis at headquarters, as well as in countries for 
resident mission staff and executing agencies. Accreditation from the 
procurement accreditation skills scheme is particularly encouraged. As of March 
2015, 131 staff (including 43 in resident missions) had been accredited by the 
skills scheme, compared with 25 as of December 2013.  

 
(ii) Development assignments. All five regional departments have piloted a limited 

number of development assignments for resident mission staff to headquarters 
and to other resident missions, with a view to building the skills necessary for the 
assignment of more project implementation and procurement functions. These 
measures can be promoted more actively.  

 
(iii) National staff empowerment. Activities under way include delegation of 

additional responsibilities to national staff (for project processing, project 
implementation, research projects and studies, and training program delivery), 
review of reporting lines, review and revision of job titles to better reflect 
responsibility, short-term assignments outside the country to broaden knowledge 
and expertise, and pilot issuance of Blackberry devices to national staff in 
operations departments. National staff manage sector units in selected resident 
missions, although this is still rare. Revision of the Project Administration 
Instructions to give more authority to national staff for project implementation is 
ongoing.  

 
(iv) Staff assignments. Subject to staff availability, regional departments require 

project officers to demonstrate at least 3 years of project implementation 
experience (including in any external agency) before being assigned as a project 
team leader. Efforts are made to ensure that project team leaders remain 
assigned to projects for at least 3 years after approval, or ensure a smooth 
handover to new team leaders. Resident mission staff are included in project 
teams to support continuity in implementation. Support departments, including 
CTL, OGC, OSFMD, and SDCC, also structure staff assignments to ensure 
continuity and adequate knowledge transfer, including during staff absences and 
movements. 

 

(v) Incentives. Experience in project implementation, especially as a team and/or 
project leader, and at resident missions is reinforced as a factor for promotion to 
senior positions. 

 
B. Information Technology  

48. The midterm review action plan identifies the need to strengthen ADB’s internal 
information technology systems, increase efficiency through more effective use of information 
technology, and reduce transaction costs for the DMCs. Stronger information technology 
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systems and platforms will provide seamless access to key institutional and operations 
information, knowledge products, and services (regardless of location), and promote better 
communication. Improved information technology facilities in resident missions can support 
resident mission delegation and project implementation. The midterm review action plan 
includes five priority programs to support information technology enhancements (paras. 49–53). 
Work on these programs has commenced, with some delays required to ensure adequate 
scoping, consultations, and quality.  
 
49. Simplification of eOperations. ADB’s current eOperations (eOps) system, which tracks 
project processing and implementation information, is slow and complex, and has issues with 
data accuracy and integration with other applications that rely on project information. Based on 
consultation with user departments, in-house simplification of the system has commenced to 
deliver a system that is easier to use, with a personalized landing page, and to remove many 
nonrelevant screens and fields by the end of the third quarter of 2015. Additional in-house 
development, to be delivered early in the first quarter of 2016, will improve usability. Concurrent 
with simplification efforts, work is being done to implement eOperations using technology to 
correct underlying core system problems and provide a technology platform for the future. 
Delivery of a replacement system is expected by the third quarter of 2016. 
 
50. Development of the client portal for disbursements. The CPD will enable the online 
submission, review, approval, payment, and monitoring of withdrawal applications. In addition to 
providing significant efficiency and information gains, the CPD will improve fiduciary control. 
CPD phase 1 is on track, and the initial rollout to ADB’s seven disbursement units based in 
resident missions17 and selected executing agencies (including in the Philippines) will be 
completed in March 2016. CPD phase 2 commenced in July 2015 and will be progressively 
rolled out to executing and implementing agencies from April 2016 to December 2017. It will 
help to reduce the average payment times for all withdrawal applications to 5 days (para. 25).  
 
51. Procurement review system. The first PRS module, launched in December 2014, has 
been tracking the processing timelines of contracts valued at $10 million and above (para. 17). 
Issues with the new system are now being addressed, and development of the full PRS is under 
way, including its link to the financial system for a full end-to-end process. 
 
52. Upgrading mainframe systems. CTL’s mainframe, which generates significant 
financial data needed for monitoring and decision-making, needs to be upgraded. A hardware 
refresh of the mainframe has been completed. Enhancements to the loan financial information 
system, grant financial information system, and TA information system are ongoing, with 
releases planned every quarter, and completion expected in 2016. 
 
53. Resident mission information technology support. The objective of the information 
technology reforms is to attain connected, stable, and integrated headquarters and field offices. 
To increase bandwidth, internet service providers for several resident missions are being 
upgraded under local contracts. Almost all resident missions now have higher internet 
bandwidth (by 100%–1,000%) compared with early 2014, with work on intranet links under way. 
For smaller resident missions, basic information technology equipment, such as 
videoconferencing systems and projectors that were insufficient or outdated in some cases, is 
gradually being enhanced. Information technology support standards for resident missions have 
been defined, and will be monitored. Wireless connectivity facilities were implemented in the 
resident missions, allowing staff to work away from their desks. Email access from staff 

                                                           
17

  These are the resident missions in Bangladesh, the PRC, India, Indonesia, Pakistan, Sri Lanka, and Viet Nam.  
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personal mobile devices via Notes Traveler was rolled out to all staff in headquarters and 
resident missions in 2014, providing a facility to respond to work requirements anytime and 
anywhere. In 2015, other achievements are expected to include a unified communication tool for 
online meetings (via videoconference, voice, or chat) from desktops or laptops of ADB staff and 
external parties. Likewise, mailbox and data storage for applications will be enhanced, 
increasing storage by 10 times. 
 
54. The Information Systems and Technology Strategy III, approved in April 2013, covers 
information technology improvements at resident missions including upgrading fixed assets and 
network architecture. The strategy is to (i) codify and automate business and internal 
administrative processes; (ii) facilitate partnerships between ADB and external stakeholders;  
(iii) develop tools for ADB staff to create, organize, search, and analyze information; and  
(iv) help ADB to be more inclusive and transparent with information and knowledge sharing. 
Applications to track the use of all trust fund and cofinancing facilities are being developed. 
Information technology support is being provided for knowledge management (paras. 84–85).  
 

IV. RESPONDING TO THE CHANGING BUSINESS ENVIRONMENT 

55. The Strategy 2020 midterm review establishes that ADB must change to stay relevant 
and responsive in a changing business environment, characterized by a growing number of 
middle-income clients with evolving needs, and increased competition from alternate sources of 
development finance. While measures to enhance efficiency, effectiveness, and capacity are all 
necessary, the action plan includes reform areas that are considered particularly important for 
ADB’s ability to adapt to changing circumstances. These include greater financial support for the 
DMCs, mobilizing additional financial resources and knowledge through partnerships, improving 
flexible and innovative product offerings for private sector operations, and strengthening 
linkages across teams to deliver services as “one ADB.”  
 
A. Financial Resources for the Developing Member Countries 

56. The midterm review recognizes that the region needs large-scale development 
financing. ADB cannot remain relevant in a competitive field without a certain scale of 
operations backed by adequate financial resources. Accordingly, the action plan includes 
reforms for ADB to enhance its lending capacity, particularly for concessional assistance 
countries. In addition, ADB will match its own resources with cofinancing, by strengthening 
incentives and streamlining procedures. 
 

1. Combined ADF and Ordinary Capital Resources 

57. A critical reform successfully undertaken in 2015 is the combination of ADF’s equity and 
lending operations with the ordinary capital resources (OCR) balance sheet. This is a 
groundbreaking innovation to leverage concessional lending in a manner unique among 
multilateral development banks. In April 2015, the Board of Governors unanimously approved 
the combination, which will become effective in January 2017. 
  
58. Combining the resources will significantly expand ADB’s equity base, and boost its 
lending capacity. Without the combination, ADF equity is not leveraged, and ADF lending is 
constrained by donor contributions. Also, OCR lending is constrained by the equity–loan ratio. 
This combination relieves financial constraints on both the ADF and OCR by transferring the 
ADF equity to OCR equity (ordinary reserves portion), and using the expanded OCR balance 
sheet more efficiently and effectively. As of 1 January 2017, OCR equity will almost triple to 
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about $53 billion from about $18 billion through this combination. According to baseline 
scenarios, this could increase ADB’s annual financing commitments by up to 40%, from $13 
billion currently to $15 billion–$18 billion during 2017–2026.18 
 
59. The combination will favor poor countries. ADF will be retained as a grant-only donor 
fund to provide grant assistance to eligible countries. Concessional lending to poor countries will 
continue from the expanded OCR, on the same terms and conditions as current ADF loans. In 
particular, annual financing commitments to poor countries (the current concessional assistance  
countries) can go up by up to 70%—from $6.5 billion currently to $7.5 billion–$11.0 billion during 
2017–2026, according to baseline scenarios. The combination will enhance ADB’s risk-bearing 
capacity, further support private sector operations, strengthen ADB’s preparedness for any 
future economic crises or natural disasters, and alleviate the burden on donors. Donor 
contributions to continued ADF grant operations would reduce by about 50% from $1.2 billion.19 
 
60. To prepare for the expanded operations, operations departments are being urged to be 
ambitious in programming sovereign and nonsovereign market-based lending operations.20 
Starting in 2016, departments are being asked to overprogram beyond their annual resource 
allocations by at least 20%–25%.21 While the overprogramming should ideally be spread across 
countries accessing market-based resources, preference will be given to countries that access 
both ADF and OCR. ADB will consider demand, absorptive capacity, project readiness, and 
debt sustainability of the DMCs when expanding lending.  
 
61. To expand their lending operations, departments have already commenced discussions 
with DMC governments on increasing the pipeline for bankable projects and identifying 
opportunities for major flagship projects. Some departments are overprogramming by up to 
100%. They are also making efforts to increase the average size of projects from the 2014 
baseline of $100 million. This will allow departments to make the best use of available staff 
resources to deliver higher approval volumes. In terms of modalities, greater use of results-
based lending and mutlitranche financing facilities is planned. The reforms being pursued under 
the action plan are all aimed to enhance efficiency and effectiveness, and are expected to better 
equip ADB for the potential expansion. 
 

2. Cofinancing Resources 

62. The midterm review reinforces ambitious cofinancing targets, expected to match ADB’s 
own financing by 2020. With ADB’s own lending expansion from the ADF–OCR combination, 
and successful one-for-one matching with cofinancing, financial resources to the DMCs could 
reach $40 billion annually during 2017–2026, from $22 billion in 2014. However, stronger efforts 
are needed to increase the cofinancing ratio from 58% in 2012–2014, to achieve the corporate 
targets of 70% by 2014–2016 and 100% by 2018–2020.  
 
63. Several initiatives that aim to minimize transaction costs and reduce administrative 
burden will facilitate official cofinancing mobilization efforts. In 2015, ADB updated guidelines to 
streamline processes related to the Japan Fund for Poverty Reduction. These include increases 
in seed money and higher ceilings on incremental costs in project grants.22 A modified and 

                                                           
18

  Financing commitments include loans, guarantees, equity investments, and grants. 
19

  This is based on the average annual donor’s contribution in the current ADF XI.  
20

  Programming for concessional resources will still adhere to the allocated resource base.  
21

  Overprogramming is expected to help mobilize greater cofinancing from traditional and new partners.  
22

  Seed money can be used by the project team for project design, stakeholder consultations, and other grant 
preparation activities. Incremental cost can be used during project implementation for hiring staff consultants, 
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simplified template is being prepared for implementation in 2016. ADB is also working on 
streamlining procedures for and clarifying the definition of official cofinancing, following 
clarification of the definition of commercial cofinancing (para. 74). Another reform under way to 
mobilize cofinancing and expand equity headroom is entering into risk-sharing arrangements 
with selected development partners.  
 
64. Starting in 2014, ADB has strengthened the corporate focus on cofinancing. For the first 
time, corporate as well as departmental targets for official cofinancing were established, and 
monitored and reported to management on a quarterly basis. This corporate focus helped ADB 
reach record cofinancing in 2014, achieving the official cofinancing target of $3.6 billion. The 
2015 target is $4.3 billion.  
 
65. Going forward, ADB will facilitate the continued growth of cofinancing from official and 
other concessional sources by (i) establishing new framework cofinancing arrangements and 
accelerating the use of existing ones; (ii) accessing nontraditional sources of cofinancing (such 
as sovereign wealth funds, foundations, and private sector entities); (iii) mainstreaming 
cofinancing in country partnership strategies and country operations business plans; and  
(iv) improving mutual comprehension of ADB and partner operations through the preparation of 
quick reference guides. ADB will also explore the possibility of cofinancing with the Asian 
Infrastructure Investment Bank and the Green Climate Fund. 
 

3. Public–Private Partnerships 

66. Public–private partnerships (PPPs) are important for mobilizing additional resources in 
the DMCs. The midterm review found that staff with PPP skills are scattered across various 
ADB departments, and recommends centralizing PPP transaction advisory services (TAS), 
which require specialized skills and capacities. Accordingly, the new Office of Public–Private 
Partnership (OPPP) is now in place under the President. The OPPP, with its initial team 
members, was launched in September 2014; full operations commenced in 2015. 
 
67. The OPPP will provide TAS to the DMCs, as well as coordination and support for ADB’s 
PPP operations.23 Regional departments lead all PPP operations, including capacity 
development, enabling environment reforms, project development, and project financing. The 
OPPP will provide ADB-wide support for the implementation of such PPP operations and act as 
a resource center. It will also support knowledge management activities in coordination with the 
PPP thematic group.  
 
68. The OPPP had developed a pipeline of more than 30 potential TAS mandates as of the 
end of May 2015. The first TAS was signed in May 2015 for an advisory mandate for a railway 
project in the Philippines, which is the largest PPP tendered in the country to date. ADB also 
aims to complete co-advisory arrangements with local financial institutions in the DMCs.24 Other 

                                                                                                                                                                                           
workshop expenses, travel costs to facilitate community participation or NGO collaboration, and monitoring and 
evaluation activities in operations of unusual complexity that require ADB staff resources beyond those that can be 
financed by the regular administration budget. 

23
  Transaction advisory services are fee-based advisory services provided by ADB over the entire range of activities 
associated with the preparation, structuring, and procurement of PPP transactions. 

24
  In the case of the Philippines railway project, an agreement was executed with the Development Bank of the 
Philippines. Another co-advisory agreement was signed with an Indonesian infrastructure group in August 2015. 
Similar arrangements are under discussion with other institutions in India, the Philippines, and Thailand. In 
championing global best practices and strong market-based inputs, ADB signed a co-advisory platform agreement 
with eight leading global project finance banks in May 2015. The purpose of the agreement is to work together on 
select projects to provide advice to public sector clients in the region. 
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countries with indicative TAS opportunities include Armenia, Bangladesh, Georgia, Indonesia, 
Myanmar, Nepal, Papua New Guinea, Thailand, and Viet Nam.  
 
69. The OPPP manages the newly established Asia Pacific Project Preparation Facility 
(AP3F). This is a revolving finance facility to provide legal, technical, and financial expertise to 
DMCs with projects at early stages of development. The facility will focus on project preparation 
and aim to recover its costs at the point of successful private bid award. It will also support 
capacity development and enabling environment activities to complement project preparation. 
Founding bilateral contributors to the AP3F include Australia, Canada and Japan; more 
contributors are expected. The AP3F is expected to commence operations in 2015. 
 
70. Corporate targets include a cumulative 2013–2016 target of 50 PPP project development 
transactions. The PPP leveraging achieved by ADB financing increased from 4.2 in 2013 to 6.0 
in 2014; greater efforts are needed to achieve the target cumulative PPP leveraging ratio of 8.0 
for 2013–2016. Regular meetings to report OPPP activities to ADB management commenced in 
2015. 
 
B. Private Sector Operations 

71. The midterm review reinforces ambitious goals for the private sector, including 
systematic expansion of financing for private sector operations to 20% of annual OCR 
operations by 2016 and 25% by 2020. Financing for private sector operations as a share of 
annual OCR operations reached 18.4% in 2014, up from 15.5% in 2013. Likewise, while the 
share of operations in frontier economies (countries receiving concessional assistance) is on the 
rise (23.8% in 2012, 27.2% in 2013, and 32.0% in 2014), greater effort is needed to reach the 
target of 40% by 2020. 
 
72. The midterm review action plan includes several reforms that provide near-term 
solutions to the challenges facing the Private Sector Operations Department (PSOD). These 
include increasing flexibility in resource allocation; expanding capacity to undertake equity 
investments; and streamlining business processes, particularly for smaller private sector 
transactions that may have significant development impact. Almost all reform actions related to 
private sector operations outlined in the midterm review action plan are implemented. While it is 
still early, some are already showing positive results.   
 

1. Capital Availability and Efficiency  

73. Measures introduced to provide PSOD with greater flexibility in its planning process are 
expected to enhance efficiency of resource usage by moving away from centralized budgeting 
and annual volume-based targets. They will also contribute to more sustainable private sector 
financing in underserved countries. 
 

(i) Economic capital planning model. An economic capital planning model, 
introduced in 2015 on a 1-year trial basis, provides an explicit equity allocation to 
PSOD. This will enable PSOD to better analyze the risk and capital implications 
of its lending decisions, as well as to originate transactions on the basis of 
multiyear capital availability.25 This can be conducive to expanding operations in 

                                                           
25 Starting in 2015, annual allocations for nonsovereign operations (NSOs) will be linked with usable equity, taking 

into account actual closures, droppages, and cancellations during the previous year and the net amount realized 
under risk transfer arrangements. This allows flexibility in annual targets. 



  19      

 

the DMCs receiving concessional assistance, where transaction risks typically 
tend to be higher.  

 
(ii) Enhanced methodology for calculating equity investment limitation. In 

March 2015, ADB revised the methodology it uses to calculate its equity 
investment limitations.26 The updated methodology, which incorporates newly 
instituted prudential buffers, released $128 million in equity (or 7.5% of the total 
equity resource envelope as of 31 December 2014), increasing ADB’s equity 
headroom to about $550 million from an investment ceiling of $1,650 million.27  

 
(iii) Return of resources released from net reduction in nonsovereign 

operations. To provide incentives for risk transfers and enable PSOD to utilize 
resources more efficiently, net savings from droppages, risk transfers, and loan 
sell downs will be returned to PSOD without delay.28 In 2014, about  
$650 million were returned for future deployment. 

 
2. Product Offerings 

74. Several reforms seek to align ADB’s risk transfer and local currency solutions to market 
practices. These enhancements will also help mobilize third-party capital. Through these 
measures, PSOD will continue to support financial intermediaries to advance financial inclusion 
and encourage private sector financing in frontier economies. 
 

(i) Practices for sovereign-backed guarantees. To expand nonsovereign 
operations (NSOs) in frontier economies, PSOD may use its own resources to 
provide partial risk guarantees backed by sovereign counterindemnities, instead 
of relying on resources managed by regional departments.  
 

(ii) Local currency product offering. PSOD has seen increasing demand for local 
currency loans and guarantees, especially for the financing of infrastructure 
projects. In 2014, improvements were introduced, including establishment of a 
prudent exposure limit for unhedged local currency guarantee operations. 
 

(iii) Credit for third party capital mobilization. Commercial direct value-added 
cofinancing amounts were previously underreported, and were not capturing 
some key components of ADB’s third party resource mobilization efforts. To more 
accurately recognize these efforts, the definition of commercial direct value-
added cofinancing was enhanced in 2014.29 This enabled ADB to report an 

                                                           
26

  The Board of Directors also approved the recommendation that ADB apply prudential investment management 
controls to ensure that equity investment activity occurs within the revised interpretations of ADB’s investment 
ceiling. 

27
  ADB’s equity comprises several components, including paid-in capital that may be held in foreign currencies. 
Therefore, foreign exchange variations cause ADB’s equity investment limit (and corresponding headroom) to 
fluctuate. As of 31 March 2015, equity headroom had increased to about $589 million under the revised 
methodology.  

28
  This will enable (i) direct flow of net reductions in NSO exposure caused by droppages and sell-downs back to 
PSOD for redeployment; and (ii) reflow of resources released from risk transfers (eligible for equity–loan ratio 
netting). 

29
  The following are now being additionally counted as commercial direct value-added cofinancing: (i) B-loans raised 
in excess of estimates made at the time of initial Board of Directors approval; (ii) third party parallel debt in 
transactions that have ADB’s direct equity participation; and (iii) third party equity in private equity funds where 
ADB takes on the role of a limited partner and in transactions where ADB invests in direct equity. 
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additional amount of more than $500 million in commercial direct value-added 
cofinancing in 2014.  

 
(iv) Aggregate sovereign and nonsovereign risk transfer limits. NSO risk 

transfers are expected to increase significantly. To enable PSOD to 
accommodate this, in 2014 ADB approved a phased aggregation of the sovereign 
and nonsovereign risk transfer limits into one combined limit of 10% of ADB’s 
portfolio.30 

 
3. Internal Business Processes Related to PSOD 

75. Several initiatives seeking to reduce or eliminate redundant processes, and increase 
PSOD’s ability to close more developmental deals have been undertaken. These enhancements 
also aim to adjust processes to make them commensurate with associated risk and exposure. 
Work is also under way to delegate selected approval procedures.  
 

(i) Small and highly developmental projects. In March 2015, ADB introduced the 
Faster Approach to Small Nonsovereign Transactions, a pilot framework that 
streamlines the concept review and Board approval process for eligible 
transactions involving ADB financing of $20 million or less ($10 million or less in 
the case of equity investments). This is expected to be particularly beneficial to 
speeding up and reducing the resource intensity for the processing of small and 
highly developmental projects in frontier and fragile economies. The aggregate 
time to process eligible small transactions is reduced by at least 40 working 
days—by eliminating certain internally prescribed procedures and documentary 
requirements—without diluting the rigor of ADB’s due diligence. The first 
committee meeting for the Faster Approach to Small Nonsovereign Transactions 
was held in June 2015, instead of an Investment Committee meeting for concept 
review. The transaction was approved for due diligence via two investment 
documents (compared with four documents earlier), and involved 11 staff 
(compared with 40-plus staff earlier).  

 
(ii) Investment Committee approvals. The broader concept stage review process 

for NSO transactions was also streamlined to a certain extent. The investment 
memorandum templates used during the concept review of NSO projects were 
simplified, and updated staff instructions were provided for concept approval by 
no objection. To maximize benefits from this action, PSOD and the Office of Risk 
Management are increasingly pursuing early (internal) consultations on key credit 
issues and transaction parameters, with a view to reducing outstanding issues 
prior to Investment Committee deliberations.  

 
(iii) Processing and documentation for risk transfers. Streamlining of 

documentation for risk transfers has substantially been completed through the 
issuance of the necessary internal instructions. This will align ADB’s internal 
requirements with products offered in the market and market practices, and 
thereby accelerate the use of risk transfers. Information technology support will 
be required to facilitate full implementation of this reform.  

                                                           
30

  This is subject to additional risk-return analysis and appropriate diversity of counterparty limits. Earlier, separate 
risk transfer limits of 10% for sovereign and nonsovereign exposure were in place. The separate cap of 10% for 
risk transfers on sovereign exposure was largely unused. 
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4. Teamwork and Staffing 

76. The “one ADB” approach aims to facilitate stronger collaboration and sharing of 
resources among PSOD and regional departments. A 2014 internal memorandum highlights key 
aspects of collaboration, including (i) upstream country programming of interventions to be led 
by regional departments, but in close collaboration with PSOD, largely through private sector 
assessments; and (ii) monitoring of collaboration at the corporate level. Major PSOD missions to 
the DMCs routinely debrief country directors, and often include staff from resident missions. 
Outposting of PSOD staff to resident missions supports collaboration (para. 46).  
 
77. Additionally, PSOD has taken actions to alleviate staffing constraints. To increase the 
pool of applicants for current and anticipated vacancies, PSOD has posted general job 
descriptions on the ADB website for different types of investment specialists. Parallel 
recruitment or ”over-hiring” can be pursued when multiple strong candidates are available for an 
advertised vacancy. To ensure continuity, the Budget, Personnel, and Management Services 
Department supports advance screening and preliminary interviews in anticipation of 
retirements.31  
 
C. Knowledge Management 

78. The midterm review recognizes the need to provide better knowledge services to ADB 
clients, collaborating across departments for a “one ADB” approach. Improved knowledge 
solutions are of particular importance to middle-income DMCs, many of which are facing 
challenges such as rising inequality, urbanization, aging population, and environmental 
degradation. ADB’s knowledge work must also be more operationally relevant and innovative. 
ADB can take a lead role in promoting south–south knowledge sharing, and build stronger 
partnerships with centers of excellence to leverage greater knowledge services for clients. 
Accordingly, the midterm review action plan outlines several reform actions to promote 
knowledge solutions. These are in the early stage of implementation. 
 

1. Organizational Reforms 

79. An important organizational reform is the realignment of the knowledge departments. In 
2014, the Economic Research Department and the Office of Regional Cooperation were 
merged into the Economic Research and Regional Cooperation Department. Concurrently, 
SDCC was realigned to strengthen links with operations departments. In 2015, the department 
was realigned to step up ADB support for climate change actions, and was renamed the 
Sustainable Development and Climate Change Department. The Climate Change Coordination 
and Disaster Risk Management Unit was upgraded to the Climate Change and Disaster Risk 
Management Division. Climate adaptation work was transferred to this new division from the 
Environment and Safeguards Division.32  
 

2. “One ADB” Approach  

80. The midterm review envisages that all ADB departments and offices will work as “one 
ADB” in providing knowledge services. Accordingly, ADB strengthened its communities of 
practice by realigning the roles and responsibilities of sector and thematic communities of 

                                                           
31

  If a strong candidate is identified as a replacement for a retiring staff member, PSOD may submit a request to 
borrow a lent position against the anticipated position to be vacated by the retiring staff. 

32
 The director of the Climate Change and Disaster Risk Management Division will concurrently serve as the technical 
advisor for the newly created Climate Change and Disaster Risk Management Thematic Group.  
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practice into seven sector groups and eight thematic groups. Expected benefits include  
(i) greater linkages of sector and thematic groups with operations departments; (ii) improved 
access to thematic and sector experts across ADB, creating an integrated knowledge 
marketplace where experts are not confined to particular departments; (iii) the provision of 
dedicated specialized technical staff support to operations departments; and (iv) career growth 
opportunities for staff interested in sector and thematic technical roles. Work plan priorities of 
sector and thematic groups for the next 2–3 years are outlined in Box 2. 
 

Box 2: Work Plan Priorities for Sector and Thematic Groups 
 

The Education Sector Group will add value and maximize impact by expanding operations and 
introducing innovation. Priorities include transforming teaching and learning with information technology 
to prepare for the knowledge economy, and engaging the private sector to improve relevance and skills 
development.  

The Energy Sector Group commits to making affordable clean energy accessible to all developing 
member countries (DMCs), and promoting technological innovations in renewable energy and financing. It 
will continue the Asia Clean Energy Forum, as well as flagship reports and studies.  

The Finance Sector Group will deepen financial inclusion; strengthen public debt management; pilot 
innovation transactions for market development; expand local currency lending; and develop multisector 
operations, including disaster risk financing and renewable energy financing.  

The Health Sector Group work plan includes undertaking knowledge work through flagship studies, 
mobilizing cofinancing through the Health Financing Partnership Facility, and strengthening and fostering 
partnerships. It will support DMCs to achieve universal health coverage. Priorities include health 
infrastructure, health governance, regional public goods, and health financing.  

The Transport Sector Group commits to building knowledge and supporting innovations in the areas of 
road safety and asset management, urban transport, railways, multimodal freight, and information 
technology in transport. 

The Water Sector Group will advance technologies and private sector involvement to improve irrigation 
efficiency, river basin cleanup, integrated urban water supply systems, and expanded sanitation and 
wastewater management.  

The Urban Sector Group aims to increase its focus on secondary cities and economic corridor 
development, e-governance, and climate resilience and disaster management. It plans to undertake a 
flagship study on best practices among regional departments in planning, governance, and finance 
models.  

The Agriculture Thematic Group will continue to collaborate with other sectors in core business areas, 
namely, productivity, markets, food safety and quality, and natural resources. Under its science for 
development platform, it will partner with the private sector and civil society organizations. The group also 
advocates the repositioning of staff and skills to increase synergy between private and public 
investments.  

The Climate Change and Disaster Risk Management Thematic Group will support integration of climate 
change and disaster risk management in country strategies and investment projects, generate and 
disseminate knowledge, strengthen disaster risk financing capabilities in the DMCs (including via the use 
of insurance), and collaborate closely with the urban sector and agriculture thematic groups on urban 
resilience and climate smart agriculture operations. 

The Environment Thematic Group proposes focal areas as promoting infrastructure, supporting 
sustainable development goals, and expanding investments in natural capital. To support sustainable 
infrastructure, ADB proposes to undertake assessments of vulnerability to climate risks of critical 
infrastructure, and provide stronger support to clients for implementation of safeguards at the national, 
sectoral and project levels. To enhance investment in natural capital, ADB proposes to promote sound 
management of land, water and forests through innovative integrated approaches, and support adoption 
of methods and tools to support “greener” decision making and improved environmental governance.  
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The Gender Equity Thematic Group will prioritize nontraditional technical and vocational education and 
training courses for women, inclusive business for women, gender in safe and inclusive urban 
infrastructure services, gender, renewable energy and climate change, and women’s leadership.  

The Governance Thematic Group will target systematized knowledge sharing for public sector 
management innovations, and undertake high-quality studies on complex and innovative issues, such as 
the green transformation in the People’s Republic of China. It targets significant improvements in 
governance risk assessments and institutional analysis, and the piloting of innovative e-governance 
projects to develop future business.  

The Social Development Thematic Group will strengthen international partnerships for knowledge, 
promote south–south sharing, and bring external knowledge into ADB. It aims to capture knowledge from 
operations to inform future projects, and assist the DMCs in applying information technology to social 
protection service delivery.  

The Public–Private Partnership Thematic Group will deliver internal knowledge-sharing activities and 
products with DMC officials and the Office of Public–Private Partnership, and will support external events 
and joint multilateral development bank initiatives. It will work with regional departments to incorporate 
PPPs into project design.  

The Regional Cooperation and Integration Thematic Group will identify new regional cooperation and 
integration (RCI) programs and projects, as well as improve existing ones, increase RCI resources, and 
raise RCI voice and visibility.  

Source: Asian Development Bank. 

81. Under the realigned SDCC, each practice group will have a full-time secretariat, 
comprising international and national staff (typically three international staff and one national 
staff), and will be led by a technical advisor, a senior ADB staff member. Almost all technical 
advisors are in place, while the recruitment of the technical advisor for health is nearing 
completion.33 To enhance collaboration with operations, the work plans of the sector and 
thematic groups are being prepared, with the guidance of sector committees, comprising sector 
directors from operations departments, in consultation with operations vice presidents and 
director generals.  
 
82. Efforts have also begun to better integrate “one ADB” knowledge work into the operation 
cycle.34 Country knowledge plans (CKPs) are expected to increase the client focus of ADB’s 
knowledge products and services. Country directors are appointed as knowledge custodians, 
and have been authorized to coordinate the design and implementation of CKPs. The CKP will 
be prepared by a team from the regional departments, with greater responsibility on resident 
missions, in collaboration with sector and thematic groups, and knowledge departments. The 
DMC needs will be assessed to increase the country focus, and a list of indicative knowledge 
publications and events will be included. The goal is to prepare CKPs for all DMCs by 2016. 
Business process instructions and technical guides for CKP preparation were issued following 
extensive consultations with operations departments and resident missions. As of August 2015, 
eight CKPs have been prepared in varying formats. Thematic and sector groups are mandated 
to develop 3-year rolling plans for knowledge products and services.  
 
83. To foster a “one ADB” approach to knowledge creation and delivery, several measures 
are under way to strengthen collaboration across departments. In 2015, operations departments 
led knowledge dialogues with the PRC and Indonesia to support the preparation of national 
plans in these DMCs, together with the “one ADB” task teams involving specialized knowledge 
departments and advisory departments. 

                                                           
33

  Officers-in-charge have been designated for the thematic groups for environment and social development.  
34

  To date, the President has chaired two knowledge operations review meetings held to support this agenda. 
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3. Information Technology Support for Knowledge Management 

84. Several reforms are planned to develop a common information technology-based 
knowledge platform, and provide an easy-to-access tool for listing and retrieving knowledge 
products. These include the development of a new ADB-wide search engine, better knowledge 
sharing using social media, and the development of a knowledge portal to support ADB’s peer-
to-peer knowledge exchange. These are in early stages, with scopes and timelines under 
discussion. 
 
85. One of the actions completed is the development of the Knowledge Nexus, a “one ADB” 
management information system for all knowledge products and services. All ADB knowledge 
products and services delivered from 2012 onward are stored in this database, which was 
launched in May 2015. Systems and procedures are now being developed to capture 
embedded knowledge in operations. A study is ongoing to compile ADB data into indicators on 
transport and infrastructure in the region. 
 

V. SHARPENING STRATEGIC AND OPERATIONAL FOCUS 

86. The midterm review notes that ADB’s focus needs to be sharpened and rebalanced, 
given the experience with implementing Strategy 2020 and the nature of the evolving 
development challenges in the rapidly transforming region. Accordingly, under the midterm 
review action plan, ADB is working on various operational and action plans to guide operations, 
promote innovations, and influence the delivery of programs and projects in priority sectors and 
thematic areas.35 The midterm review action plan includes resource targets for operations to 
ensure that support for ADB operations is linked to the midterm review’s priorities. In addition, 
ADB will continue to strategically reorient its services and products to become more relevant 
and effective in middle-income countries. 
 
A. Operational and Action Plans 

87. ADB is updating two operational plans, and preparing three new operational plans and 
two new action plans.36 Two operational plans have already been approved. The Operational 
Plan for Health, aiming to bring universal health care to developing Asia and the Pacific, was 
approved in March 2015. Its implementation will cater to the health sector needs of the DMCs, 
and scale up ADB’s health sector investments toward the Strategy 2020 target of 3%–5% of the 
total portfolio by 2020. The Operational Plan for Agriculture and Natural Resources, approved in 
June 2015, focuses on (i) productivity and reduced losses of food; (ii) market connectivity and 
value chain linkage; (iii) food safety, quality, and nutrition; and (iv) management and resilience 
to climate change.  
 
88. The other five operational and/or actions plans are at various stages of preparation. 
They include plans for the finance sector, regional cooperation and integration, capacity 

                                                           
35

  ADB's corporate strategy provides strategic directions, and sets some broader targets for sector and thematic 
priority areas. ADB-wide sector and thematic operational plans clarify how ADB will implement these directions and 
targets. All directional documents for sectors and themes are being standardized as operational plans. For other 
priority areas identified in ADB's corporate strategy, ADB may prepare an action plan listing key activities being 
undertaken to mainstream such priorities into ADB operations.  

36
  The new operational plans are for agriculture, capacity development, and regional cooperation and integration. The 
operational plans for health and finance are updates. Action plans for inclusive business and information and 
communication technology are being prepared. Additionally, to better operationalize the social protection pillar of 
the inclusive growth agenda in Strategy 2020, in 2013 ADB adopted the Social Protection Operational Plan, 2014–
2020. 
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development, information and communication technology, and inclusive business. Delays in the 
process have resulted from the need for adequate consultation and high quality, and in a few 
cases, the appointment of the relevant technical advisors (para. 81). All plans are expected to 
be completed by mid- 2016. 
 
B. Operational Resource Targets 

89. The action plan includes a number of resource allocation targets (Table) to ensure the 
availability of operational resources to address the midterm review priorities, in terms of sectors 
and themes.37 All operations departments are making efforts through country programming to 
identify opportunities to meet these targets.  
 

Table: Key Operational Lending Targets 
Priority Area Strategy 2020 Midterm Review Targets 

Education 6%–10% of annual approval volume by 2020  
Health 3%–5% of annual approval volume by 2020 
Clean energy (including energy efficiency) $2 billion annual approval volume 
Agriculture and food security $2 billion annual approval volume 
Source: Asian Development Bank. 2014. Midterm Review of Strategy 2020 Action Plan. Manila.  

90. The 2016–2018 ADB pipeline for operations shows that ADB is making progress in 
aligning its operations with the midterm review priorities.38 The share of education sector 
sovereign operations is expected to increase to 8% and of health to 3%, however efforts to meet 
the midterm review targets must be sustained. The volume of operations for food security is 
expected to be about $2 billion. The volume of operations for clean energy is expected to 
exceed the target at about $2.8 billion per year. Support for regional cooperation and integration 
is expected to increase to 28% of total project volume approvals.39 In this context, in 2015 ADB 
introduced a pilot OCR set-aside of $500 million annually for 2015–2017 to support sovereign 
regional cooperation and integration projects.  
 
C. Engagement with Middle-Income Countries 

91. As most of the DMCs are middle-income countries, ADB must sharpen its strategic 
approach to stay relevant and responsive to their development needs. The midterm review 
recognizes the need to take into account the diversity of the development challenges, needs, 
and expectations of middle-income countries.  
 
92. In particular, the upper middle-income countries (UMICs) expect ADB to have high skills 
and knowledge, a diverse range of products and services, quick response times, and the 
capability to promote sophisticated idea exchanges, enabled by appropriate information 
technology. ADB developed an approach for its engagement with the UMICs in 2015, under the 
midterm review action plan. It recognizes the complex development problems facing the UMICs, 
including high inequality, climate change, generally lower productivity and competitiveness than 
developed economies, and vulnerability to cyclical economic downturns. ADB’s approach is to 
engage with the UMICs as clients, active contributors to regional development, and important 
collaborators and partners of ADB. This approach will continue to be refined, and be integrated 
with ADB’s post-2020 strategy. 

                                                           
37

  In addition, the action plan has targets for cofinancing (para. 62) and private sector operations (para. 71).  
38

  ADB. 2015. Draft Work Program and Budget Framework, 2016–2018. Manila.  
39

 The corporate target for projects supporting regional cooperation and integration is 30% of annual approval 
volume, by 2020.  
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VI. MONITORING AND REPORTING ARRANGEMENTS 

93. Implementation of the midterm review action plan reforms is closely tracked internally, 
under the responsibility of the Office of the Managing Director General. A comprehensive web-
based monitoring tool was established in August 2014, identifying responsible units and 
indicative time frames for each reform action. The tool tracks the implementation status, and 
provides aggregative information under the various reform areas (Appendix). Focal departments 
for each reform action update progress on a monthly basis. Individual reform actions are rated 
based on reported progress; the Office of the Managing Director General independently 
validates the ratings.  
 
94. ADB has launched an internal blog on its intranet. The blog features periodic updates to 
staff on the status of particular reforms, as presented by reform leaders. The monitoring tool is 
available to all staff through this site. Senior management provides periodic briefings to staff 
through ADB-wide town-hall meetings and department meetings.  
 
95. In addition, ADB management initiated periodic reporting on the implementation status of 
the action plan reforms to the Board of Directors. An informal Board of Directors seminar was 
organized in January 2015, followed by an informal Board briefing in May 2015, just prior to the 
ADB Annual Meeting. In addition, staff provide briefing notes and information on implementation 
to the Board of Directors upon request.  
 

VII. CONCLUSIONS 

96. Overall, implementation of the midterm review action plan is progressing well, although 
some important actions are not yet complete. ADB has taken significant steps to implement the 
internal reforms agreed under the plan, with a view to enhancing efficiency and effectiveness.  
 
97. Given that most actions are expected to be fully implemented by 2016, it is too early to 
demonstrate significant positive outcomes. However, some early indicators show positive 
results. ADB’s own timelines for processing withdrawal applications and procurement approvals 
have improved. The share of the portfolio administered by resident missions is at a record high, 
and staff outposting to and authorized positions in resident missions increased during 2014 and 
2015. Information technology support for resident missions has improved significantly in the last 
year, and relevant system upgrades have been initiated. Greater resources are being mobilized 
for the DMCs with a focus on poorer countries through the ADF–OCR combination, cofinancing 
targets, and expansion of PPPs. Private sector operations have seen an increase in resource 
flexibility and equity headroom, and several internal procedures have been streamlined for 
greater efficiency. Knowledge management is improving through internal reorganization, and a 
more focused “one ADB” approach. The operational and action plans will enhance strategic 
focus, while operational lending targets are on track to address midterm review priorities. More 
results are expected to become evident over time.  
 
98. The midterm review action plan is a change platform, rather than a checklist of actions, 
and reforms are an evolving process. Further reforms will be considered over time, and the 
current reforms may be adjusted in response to implementation experience and changing 
business needs. In the meantime, ADB remains committed to strengthening implementation of 
these measures through the remaining years of Strategy 2020 and beyond.  



 
 

 

SUMMARY OF IMPLEMENTATION PROGRESS  

1. The Asian Development Bank (ADB) approved the midterm review action plan in July 
2014 to implement the midterm review outcomes through a set of well-defined and concrete 
time-bound actions. It sets out a detailed operational and organizational reform agenda to 
translate the midterm review’s outcomes into specific actions. An internal web-based monitoring 
tool rates the implementation status of each action in the plan. The 192 actions collectively aim 
to strengthen operational efficiency and effectiveness, improve internal capacity, respond to the 
challenging business environment, and sharpen ADB’s operational and strategic focus.  
 
2. As of 31 August 2015, 111 actions (58%) of 192 were fully implemented, while another 
18% are considered largely implemented (Figure A.1).  

 

 
 

3. Actions to strengthen operational efficiency and effectiveness are relatively advanced, 
largely driven by project implementation reforms. Actions to enhance the internal capacity of 
ADB (which are numerically the largest of the four categories) need a stronger focus (Figure 
A.2). 
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Figure A.1: Midterm Review Action Plan Reforms by Implementation Status 

 

Source: Midterm review action plan monitoring tool, Asian Development Bank. 

 

Source: Midterm review action plan monitoring tool, Asian Development Bank. 
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4. Although overall implementation progress has been good, it has encountered delays. 
About 57% of the fully implemented actions were completed as per their original schedules 
envisaged in August 2014. Of the actions that are not yet considered fully implemented, about 
three-quarters are behind their original schedules. However, in most cases, delays are on 
account of the need to have more consultations and achieve better quality. Almost all actions 
are expected to be fully implemented by the end of 2016.1 As ADB continues to exert efforts to 
complete the remaining actions, it will also emphasize quality of implementation to ensure 
sustainability and achievement of intended results. 

 

                                                           
1
 Actions that will be completed beyond 2016 relate to corporate targets to be achieved by 2020. 


