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EXECUTIVE SUMMARY  
 

The development effectiveness of the Asian Development Fund (ADF) was the central 
theme of the negotiations for the ninth replenishment of the ADF (ADF X). Donors urged ADB to 
become a more results-focused organization and to address remaining institutional challenges 
to maximize the ADF's development impacts. They urged ADB to accelerate progress in several 
key areas of reform.1 ADB has made significant progress in all these areas since the completion 
of the ADF X negotiations in May 2008.  
 
Managing for development results. In August 2008, ADB became the first multilateral 
development bank (MDB) to adopt a corporate results framework to measure the effectiveness 
and efficiency of its operations. The framework, which separately measures and reports 
elements that are specific to ADF, is used as a management tool to monitor ADB performance 
and promote continuous institutional improvement to expand ADB’s development effectiveness. 
ADB reports annually on its performance and recommends actions for improvement through its 
development effectiveness review (DEfR), now in its third year of publication. To continue to 
sharpen its focus on results, ADB adopted a new managing for development results (MfDR) 
action plan for 2009–2011. Under the action plan, ADB is improving MfDR tools and expanding 
their use across the institution. ADB has also reinforced its collaboration with ADF countries to 
strengthen their capacity to incorporate MfDR approaches into public sector management.  
 
Implementing the Paris Declaration on Aid Effectiveness. ADB continues to implement the 
Paris Declaration on Aid Effectiveness and to monitor its progress toward achieving Paris 
Declaration targets. A survey in early 2010 showed that ADB is on track to meet most targets 
but needs to improve the use of country procurement systems and program-based approaches.  
 
Streamlining business processes. In January 2010, ADB introduced new streamlined 
business processes for country partnership strategies and sovereign loan delivery. In parallel, 
ADB has made significant progress in the development of e-Operations. Implementation of 
these measures should result in significant resource and cost savings, improve ADB’s client 
service and responsiveness, and increase ADB’s internal control.  
 
Transforming to a learning organization.  In August 2009, ADB approved a new knowledge 
management action plan, which defines steps to support knowledge management in ADB’s 
operations. Implementation is ongoing. In 2010, a performance monitoring framework was 
introduced to assess annual progress more objectively.  
 
Decentralization. In 2008, ADB completed a comprehensive review of resident mission 
operations. In response to the review’s recommendations and to facilitate further 
decentralization of responsibilities to resident missions, the following actions have been taken: 
(i) resident missions and staff positions in resident missions have been added, with a particular 
emphasis on ADF countries and fragile and conflict-affected situations; (ii) the institutional and 
management structures of resident missions have been strengthened; and  
(iii) human resources-related actions such as measures to improve staff incentives have been 
implemented. 
 
Improving management of human resources. ADB has made significant progress in 
implementing human resources reforms through the review of the Human Resources Strategy 

                                                 
1 ADB. 2008. Asian Development Fund X Donors’ Report: Towards an Asia and Pacific Region Free of Poverty. 

Manila (Section II.F). 
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by external experts in 2008, the preparation of the human resources action plan in 2009, and 
the approval of the Our People Strategy and the human resources function strategic framework 
in early 2010. Actions include: (i) strengthening merit-based personnel policies and practices by 
opening most vacancies simultaneously to internal and external candidates; (ii) putting in place 
a more transparent recruitment and promotion system with at least 60–70% of positions 
advertised, with the remaining vacancies filled through internal selection mechanisms such as 
lateral movements or assignments; (iii) expanding the spouse employment pilot; (iv) 
strengthening technical capacity through a careful increase in the number of practice leader and 
lead specialist positions; and (v) forming the Human Resources Committee of the Board of 
Directors in mid-2009 to oversee matters related to human resources. 
 
Updating safeguard policies. In July 2009, the ADB Board of Directors approved a new 
Safeguard Policy Statement, which brought the three previous safeguard policies on the 
environment, involuntary resettlement, and indigenous peoples into a single policy to enhance 
consistency and coherence. The Safeguard Policy Statement strengthens the requirements for 
safeguard monitoring and supervision, and increases the emphasis on capacity development for 
developing member countries to manage environmental and social impacts and risks.  
 
Ensuring effective and independent evaluation of operations. Effective 1 January 2009, the 
Operations Evaluation Department became the Independent Evaluation Department as part of 
measures recommended based on a comprehensive review of the evaluation department by a 
joint Board and Management working group. Other measures included revisions to the rules of 
selection, appointment, terms and performance evaluation of the department’s director general 
to strengthen independence.  
 
Operating transparently. The 2005 Public Communications Policy (PCP) made ADB highly 
transparent in the way it communicates with the public and shares information with its 
stakeholders. A comprehensive review of the PCP was begun in February 2010 to assess 
whether the overall objectives of the policy are being achieved and whether there are any gaps 
that need to be filled. The revised PCP is expected to be considered by the Board in the first 
quarter of 2011. 
 
Strengthening internal governance and accountability. ADB has also taken several 
measures to strengthen internal governance and accountability. These include: (i) the 
separation of the Integrity Division from the Office of Auditor General and the creation of the 
Office of Anticorruption and Integrity; (ii) the introduction of new provisions for whistleblower and 
witness protection; (iii) an agreement allowing for cross-debarment among participating MDBs; 
(iv) a review of disclosure of sanctions; (v) an upgrade of the Risk Management Unit to the 
Office of Risk Management; (vi) an ongoing review of information technology governance and 
organization; and (vii) an ongoing review of the accountability mechanism. Although some of 
these reforms were not explicitly mentioned as key areas of reform consolidation in the ADF X 
donors’ report, they are an important part of ADB’s efforts to strengthen its institutional 
effectiveness and are briefly discussed in the paper. 
 

ADB’s efforts and accomplishments  towards consolidation of its reform agenda  are 
progressively being recognized. However, the task is not complete.  ADB will continue to closely 
monitor the implementation of its various reforms and their overall impact on ADB’s 
effectiveness  through  its corporate results framework and to  report annually through  its DEfR.  
The  next  update on ADB’s reforms,  along  with the 2010 DEfR, will be presented to  ADF 
deputies during ADB’s next Annual Meeting in Hanoi, Viet Nam, in May 2011.



 

 

I. INTRODUCTION 

1. In 2004, the Asian Development Bank (ADB) launched a reform agenda to improve its 
operational effectiveness and responsiveness, laying out a broad range of initiatives to drive 
fundamental changes within the institution. During the ninth replenishment of the Asian 
Development Fund (ADF X) negotiations, donors recognized that progress had been made but 
urged ADB to accelerate reforms in the following areas: (i) managing for development results 
(MfDR); (ii) implementing the Paris Declaration on Aid Effectiveness; (iii) responding more 
effectively and quickly to clients through streamlined business processes and more decentralized 
services; (iv) transforming ADB into a learning organization; (v) managing human resources 
better; (vi) updating safeguard policies; (vii) ensuring effective and independent operations 
evaluation function; and (viii) operating transparently. 
 
2. This paper discusses key developments in these areas since 2008, and also reports 
more broadly on the institutional reforms undertaken since the approval of Strategy 20201 and 
the conclusion of the ADF X and fifth general capital increase (GCI V) negotiations to ensure 
optimal use of ADB resources.  
 

II. INCREASED EMPHASIS ON RESULTS AND AID EFFECTIVENESS 

A. Managing for Development Results 

3. In August 2008, ADB became the first multilateral development bank (MDB) to adopt a 
corporate results framework to measure the effectiveness and efficiency of its operations.2 The 
framework, which separately measures and reports on elements specific to the ADF, groups 
performance indicators and targets into (i) Asia and Pacific outcomes, (ii) contribution to country 
outcomes through key outputs, (iii) operational effectiveness, and (iv) organizational 
effectiveness. The results framework is used as a management tool for monitoring ADB’s 
performance and to promote continuous institutional improvement to expand ADB’s development 
effectiveness. Under Management’s guidance, senior staff meet regularly to assess 
performance, discuss issues, and identify actions for improvement. ADB reports annually on its 
performance and actions for improvement through the development effectiveness review (DEfR). 
To link performance information and corporate planning more clearly, ADB uses the DEfR 
findings in preparing the President’s planning directions and the work program and budget 
framework. The DEfR now has a 3-year history, and ADB is currently reviewing it with a view to 
possible refinement.  
 
4. To continue to sharpen its focus on results, ADB has adopted a new MfDR action plan for 
2009–2011 to guide it in mainstreaming MfDR fully within the institution and in working more 
closely with development partners on MfDR initiatives. To increase staff commitment to MfDR, 
ADB has upgraded its MfDR learning and development program to respond to the specific 
training needs of different staff groups, including directors. ADB has also adopted a 
communications plan to disseminate key messages on MfDR’s purpose, benefits, and key 
initiatives more systematically. The Independent Evaluation Department (IED) will undertake a 
full evaluation of MfDR mainstreaming at ADB in 2011. 
 

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

Manila. 
2 ADB. 2008. ADB Results Framework. Manila. 
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5. Guided by the new MfDR action plan, ADB has refined the guidelines on the country 
partnership strategy (CPS) and sector results frameworks to improve their alignment with the 
development objectives of developing member countries (DMCs). ADB has upgraded the system 
in order to capture its core sector outputs by standardizing the process and integrating the 
indicators into CPS and project documents. In parallel, ADB has improved its preparation of the 
country development effectiveness briefs. So far, briefs have been prepared for the following 
ADF countries: Bhutan, Pakistan and Papua New Guinea. Another 12 are being prepared.3 At 
the project level, ADB has developed a checklist to ensure the quality of design and monitoring 
frameworks. At the corporate level, ADB participates actively in the Organisation for Economic 
Co-operation and Development (OECD) Development Assistance Committee (DAC) global 
forum on MfDR and the MDB working group on MfDR.  
 
6. ADB has reinforced its support for country capacity development in MfDR. It held an Asia 
Regional Forum on MfDR in Sri Lanka in October 2009 to discuss directions in building 
sustainable in-country capacity in MfDR in South Asia.4 ADB is collaborating closely with many 
ADF countries—including Bangladesh, Bhutan, Cambodia, Lao People’s Democratic Republic 
(PDR), and Viet Nam—to strengthen their capacity to incorporate MfDR approaches into public 
sector management. To underpin country capacity development on MfDR through knowledge 
sharing, skills development, and South–South cooperation, ADB supports an Asia–Pacific 
Community of Practice (CoP) on MfDR (Box 1). The CoP has helped identify change agents for 
promoting MfDR approaches in DMCs and reinforced their capacity to drive MfDR at the country 
level.  

 

                                                 
3 These include: Afghanistan, Armenia, Bangladesh, Cambodia, Georgia, Lao PDR, Mongolia, Nepal, Samoa, 

Tajikistan, Tonga, and Uzbekistan.   
4  The forum was attended by key decision makers from the governments of Bangladesh, Bhutan, India, Maldives, 

Nepal, and Sri Lanka. The forum and individual country activities on managing for development results were 
supported by ADB’s regional technical assistance (ADB. 2005. Mainstreaming Managing for Development Results in 
Support of Poverty Reduction in South Asia. Manila).  The technical assistance was funded by Canada, Norway, the 
Netherlands, the United Kingdom, and ADB. For more details on the forum, visit http://cop-mfdr.adb.org 

 

Box 1: The Asia-Pacific Community of Practice on Managing for Development Results 
 

The Asia-Pacific Community of Practice on Managing for Development Results (CoP-MfDR) was created 
in 2006. It was the first regional developing country network on MfDR. Its membership has since more than tripled 
to 400 members from over 20 countries, including government officials who have led technical assistance 
activities financed by the Fund. ADB is the CoP's secretariat. 

 
The CoP-MfDR provides members with access to best practice and training opportunities on MfDR; tools 

to identify capacity gaps and develop demand-driven capacity development initiatives; and support for country-
level capacity development activities, including specific South–South cooperation.  

 
The CoP-MfDR activities have resulted in greater application of MfDR by its members, and reinforced 

their capacity to drive MfDR at a country level. The success of the Asia-Pacific CoP-MfDR has influenced the 
creation of regional CoPs for Latin America and the Caribbean (supported by Inter-American Development Bank) 
and Africa (supported by the World Bank). The Organization for Economic Cooperation and Development (OECD) 
Development Assistance Committee’s (DAC) recently reaffirmed regional CoPs as essential "hubs" for learning 
and for promoting MfDR-based country systems. 
  
Source: Asian Development Bank. 
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B. Progress on Aid Effectiveness Agenda  

7. ADB continues to implement the Paris Declaration on Aid Effectiveness and the Accra 
Agenda for Action. It has measured its progress against the Paris Declaration indicators through 
four surveys. The latest, which was conducted in early 2010, covered 25 out of 40 DMCs 
(including 19 ADF countries). The results showed that ADB continued to meet the targets for five 
of the nine quantitative indicators in 2009: (i) aligning aid with national priorities; (ii) coordinating 
technical assistance; (iii) using country public financial management systems; (iv) reducing the 
number of parallel project implementation units; and (v) coordinating missions. The proportion of 
joint country analytical work ADB undertook also grew in 2009 and is on track to meet the target 
by the 2010 deadline. However, ADB needs to improve its performance in the use of country 
procurement systems, the use of program-based approaches, and aid predictability in order to 
meet the Paris Declaration targets in these areas. The decline in the country procurement 
indicator in 2009 was due to a larger proportion of awarded contracts undergoing international 
rather than national competitive bidding, thereby limiting the use of country procurement systems 
by ADB. While the level of ADB assistance disbursed through program-based approaches 
remained below target in 2009, the number of new projects employing such approaches 
increased over 2008.5 The decline in the aid predictability indicator was mostly attributable to 
approvals for major crisis response operations that could not have been foreseen or included in 
the pipeline.  
 
8. ADB’s generally strong performance masks wide variations across countries. Together 
with its development partners, ADB is working to implement the Paris Declaration in Asia and the 
Pacific through initiatives such as the Capacity Development for Development Effectiveness 
Facility, launched in March 2009.6 Ahead of Fourth High Level Forum on Aid Effectiveness, 
which will be held in the Republic of Korea in late November 2010, ADB is taking an active role in 
(i) facilitating subregional and thematic peer exchanges with technical and small grant 
assistance, (ii) improving access to evidence and analysis through a flagship report on 
development effectiveness and a quarterly newsletter,  (iii) providing access to a cutting-edge 
knowledge management portal, and (iv) organizing a regional meeting of the CoP-MfDR to 
identify common issues to be presented at the High Level Forum. 
 
9. In October 2009, ADB joined the International Aid Transparency Initiative, launched by 
the Department for International Development of the United Kingdom at the High Level Forum on 
Aid Effectiveness in Accra in September 2008. The initiative reinforces ADB's commitments to a 
more transparent and responsible delivery of aid, including improvements in the quality, 
availability and accessibility of aid information to partner countries. The initiative also supports 
ADB's efforts to improve and promote knowledge sharing and management in ADB and in the 
Asia and Pacific region (see paras. 19–23). 
 

                                                 
5 About 55% of ADB’s funding was disbursed through program-based approaches in 2009, compared with the Paris 

Declaration target of 66%. Although disbursement fell short of the target, the number of new projects using program-
based approaches rose significantly in 2009. ADB approved 20 new projects based on program-based approaches 
in 2009 versus only 13 in 2008. In this context, it exceeded the DEfR target of 10 new projects based on program-
based approaches to be approved annually.   

6 Details on www.aideffectiveness.org/cdde 
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III. RESPONDING MORE EFFICIENTLY AND QUICKLY TO CLIENTS  

A. Streamlining Business Processes  

10. In 2009, ADB completed an assessment of its business processes. The work aimed to 
streamline business processes and make them more efficient, without sacrificing quality, in two 
areas: the CPS and sovereign loan delivery. The streamlined business processes were launched 
in January 2010.  
 
11. For the CPS, improvements included: (i) focusing on the intersections between a 
country's development strategy and Strategy 2020 to improve the alignment between ADB's CPS 
and the DMC's own strategy and strategic planning cycle; and (ii) improving the review process 
through peer group assessments. In addition, sector and thematic assessments have been 
detached from the CPS process and made part of regularly updated knowledge work for the 
country, including work jointly undertaken with other development partners. The first CPS to be 
approved under the new streamlined processes was that for Tajikistan in May 2010. The new 
format was well received by the ADB Board of Directors, governments, donors and civil society 
groups for its brevity and clarity.  
 
12. For sovereign loan delivery, reforms included (i) a rationalized concept clearance process 
(combining project preparatory technical assistance and loan concept), (ii) strengthened quality 
assurance through risk-based project categorization and greater management and peer scrutiny 
of complex projects, (iii) more strategic and sector-focused peer reviews, (iv) shorter document 
and (v) the introduction of a project administration manual to improve project readiness and 
implementation. As a result of these reforms, ADB aims to reduce the average time for loan 
processing from 24 to 12 months, and the length of time from Board approval to first 
disbursement from 12 to 6 months.   
 
13. In parallel, ADB has made significant progress in developing “e-Operations;” an 
integrated information technology solution to save resources, improve ADB’s client service and 
responsiveness, and increase ADB’s internal control. The first e-Operations module on the CPS 
was rolled out in January 2010. The second, on project processing and loan delivery, is being 
pilot tested. Work is also ongoing to streamline consultants’ recruitment processes for loan and 
technical assistance projects. To optimize the use of staff resources and reduce the number of 
business steps, ADB is also considering decentralizing certain consulting services activities, 
such as engagement of national individual consultants and processing of contract variation 
orders. It is expected that these measures will reduce by half the time required by ADB to review 
loan consultant recruitment.  
 
B. Flexible and Innovative Use of Financial Instruments  

14. With the mainstreaming of the multitranche financing facility (MFF) in 2008, ADB 
expanded the range of financial instruments and modalities offered to its DMCs. An MFF is made 
available to an ADB client to support its medium- to long-term investment program or investment 
plan. The MFF enables ADB to provide assistance programmatically by aligning the provision of 
financing with project readiness and the long-term needs of the client. The MFF also reduces 
some repetitive processing tasks associated with traditional financing modalities.7 Demand for 

                                                 
7 Available data indicate that the average delivery time for loan approval for multitranche financing facility (MFF) 

tranches is much shorter (about 14 months) than that of conventional loans processed after introduction of new 
business processes in 2002 (about 24 months).  
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MFFs has been very high. From August 2005 (the date MFFs were introduced on a pilot basis) to  
30 June 2010, 42 MFFs were approved for total financing of $21.9 billion. Most of those (58% in 
number and 53% in value) were approved in blend countries8 and were financed by a 
combination of ordinary capital resources (OCR) and ADF (with over 85% of total funding coming 
from OCR). The only ADF-only country9 to use the MFF has been Afghanistan, with three MFFs 
approved for a total amount of $1.3 billion, all on grant terms.  
 
15. ADB responded promptly and proactively to help its member countries respond to the 
global economic crisis. In June 2009, ADB established the Countercyclical Support Facility in an 
amount of $3 billion to provide countercyclical support to help OCR borrowers sustain critical 
expenditures for fiscal stimulus to counter the impacts of the crisis. It was designed as a short-
term lending instrument to complement ADB's conventional program loans, which support 
structural reforms over an extended period. As of 30 June 2010, ADB had approved and fully 
disbursed $1 billion in assistance to two blend countries (Bangladesh and Viet Nam, which 
received $500 million each).  
 
16. For ADF-only countries, ADB promptly approved the allocation of an additional $400 
million in ADF commitment authority (also in June 2009) to help these countries cope with the 
crisis. These additional resources were allocated according to the performance-based allocation  
formula and raised the total ADF allocation for 2009–2010 to $5.76 billion. In addition, ADF 
countries (both ADF-only and blend countries) were allowed to front-load up to 100% of their 
biennial allocation in 2009.  
 
17. Finally, ADB expanded its Trade Finance Program (TFP) in 2009 to $1 billion to maintain 
and enhance liquidity for trade. TFP exposure reached $744 million by June 2010 (a 270% 
increase over 2009), supporting close to $2 billion in trade in 2010. Of the total outstanding 
portfolio in mid-2010, 75% was in blend countries, including Viet Nam, Pakistan, Bangladesh, Sri 
Lanka and Uzbekistan. The program even reached ADF-only countries, including Nepal and 
Mongolia. ADB was recognized by the Trade Finance Magazine as the top Asian development 
finance institution in trade finance for 2010 for the TFP.10 
 
18. Efforts are continuing to develop more flexible and innovative instruments. ADB is 
currently updating its supplementary financing and program lending policies. It is also exploring 
the possibility of introducing a new results-based lending instrument.  
 
C. Transforming to a Learning Organization  

19. In August 2009, ADB approved a new knowledge management action plan, which defines 
the steps required to support ADB's knowledge management objective, adding value at regional, 
country, and project levels to ADB operations. The plan emphasizes the need to (i) sharpen the 
knowledge focus in ADB's operations; (ii) empower communities of practice (CoPs);11  
(iii) strengthen external knowledge partnerships; and (iv) strengthen staff learning and skills 
development. In 2010, ADB initiated a knowledge management performance monitoring 

                                                 
8  Blend countries are countries that have access to both the ADF and ordinary capital resources. 
9 ADF-only countries are countries that have access only to the ADF. 
10 The Royal Bank of Scotland. 2010. Best Asian-Pacific Development Finance Institution. Trade Finance Magazine.    

Euromoney Institutional Investor PLC.   http://www.tradefinancemagazine.com/Article/2647092/Sectors/26793/Best-
Asian-Pacific-Development-Finance-Institution.html 

11 CoPs are groups of people who generate, nurture and share knowledge in their chosen field. ADB’s COPs have 
matured over the years, engaging in various activities that range from peer review of project documents to 
production of knowledge tools and publications. 
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framework to assess annual progress in implementing the knowledge management action plan 
more objectively. It also approved 28 new positions for knowledge management to facilitate 
implementation of the plan.  
 
20. ADB seeks to sharpen the knowledge focus of its operations at several levels. At the 
regional level, high-impact studies highlight ADB's stance on critical challenges in the region.12 
These products, designed to help key regional stakeholders make informed decisions and take 
positive actions, receive much coverage in the media, reinforcing ADB's image as a knowledge 
source. At the country level, ADB produces diagnostic studies to mainstream in-depth analysis of 
binding development constraints in ADB CPS and improvements in project designs (Box 2). At 
the project level, successful practices are documented through briefs, good practice notes and 
evaluation reports, some of which are prepared by IED.  
 

Box 2: Critical Development Constraints in Nepal 
 

In 2009, ADB led a study on the critical constraints to long-run economic growth and equitable 
development in Nepal, in collaboration with the Department for International Development (DFID) of the 
United Kingdom and the International Labour Organization (ILO). The study used a growth diagnostics 
approach to identify specific distortions impeding growth in Nepal. It also sought to apply the approach to 
identify critical constraints to inclusive growth.  

The study identified weak governance and slow recovery from civil war and conflict; inadequate 
infrastructure (particularly in electricity supply, irrigation, and transport); labor market rigidities; and slow 
structural transformation as the critical constraints to Nepal’s growth. The study then looked into five 
factors that impede inclusiveness: (i) lack of productive employment opportunities, particularly in rural 
areas because of the sluggish performance of the agriculture sector; (ii) unequal access to opportunities, 
mainly because of inequity in accessing education and skill development; (iii) unequal provision of 
infrastructure, including roads, irrigation, and electricity; (iv) unequal access to productive assets, such as 
land and credit; and (v) inadequate social safety nets. 

The study proposed several policy options to address these constraints. These included 
recommendations on how to accelerate economic growth, strengthen governance, support infrastructure 
development, address labor market rigidities; expand and diversify Nepal’s industrial base, promote social 
and economic inclusion (by providing greater access to employment opportunities, education, safety nets, 
and productive assets such as land and credit). The study was used in formulating ADB’s country 
partnership strategy for Nepal, 2010–2012, which focused on: (i) inclusive economic growth through the 
development of key infrastructure, private sector strengthening and income generation through skills 
development; (ii) inclusive social development by improving access to basic social and financial services, 
strengthening social protection systems, and designing well-targeted programs for the poor and socially 
excluded; (iii) governance and capacity building by strengthening local governance, enhancing the 
transparency and accountability of the public sector, and monitoring the effectiveness of public service 
delivery; and (iv) climate change adaptation and environmental sustainability. 

Sources: ADB, DFID, and ILO. 2009. Nepal: Critical Development Constraints. Manila; and ADB.  2009. 
Country Partnership Strategy: Nepal, 2010–2012. Manila. 

21. To ensure that ADB's research and development technical assistance resources are well 
targeted, ADB launched a series of technical assistance strategic forums in 2008. The 2008 

                                                 
12 Examples of such studies include: ADB. 2010. Strengthening Inclusive Education. Manila; ADB. 2010. Poverty, 

Inequality and Inclusive Growth in Asia: Measurement, Policy Issues and Country Studies. Manila; ADB. 2009. 
Changing Course: A New Paradigm for Sustainable Urban Transport. Manila; and ADB. 2009. Building Climate 
Resilience in the Agriculture Sector of Asia and the Pacific. Manila. 
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forum introduced five priority areas into ADB's research and development technical assistance 
projects: (i) promoting inclusive growth, (ii) addressing climate change for sustainable 
development, (iii) facilitating knowledge for regional integration, (iv) providing support to address 
increasing commodity prices, and (v) understanding demographic changes and implications for 
urban development. The 2009 forum confirmed these priorities and suggested an additional 
research agenda to help countries deal with the global economic crisis and in particular the 
impact of the crisis on the poorest and most vulnerable. The 2010 forum reconfirmed these 
strategic priority areas. Overall, ADB’s research priorities are well aligned with the strategic 
priorities of ADF X. For example, the research program of ADB’s Economics and Research 
Department over the period 2010–2012 was developed around the three main strategic themes 
of Strategy 2020 and ADF X: inclusive growth, environmentally sustainable growth, and regional 
integration.13 

22. ADB encourages research, networking, and knowledge exchange on topics critical to 
ADB's operations and overall development in Asia and the Pacific, internally through the CoPs 
and externally through regional knowledge hubs. ADB has established 13 formal CoPs across 
several themes and sectors and 24 regional hubs in partnerships with leading academic 
institutions in the region. ADB has also strengthened its efforts to disseminate knowledge, with 
ADB Management becoming increasingly proactive in participating in external communications 
programs and sharing knowledge and viewpoints about the region's development challenges. 
ADB is also strengthening the capacity of external relations officers in resident missions to 
strengthen dissemination of ADB’s knowledge products. ADB is currently revamping its website, 
and work is underway to make documents and publications more searchable. Finally, ADB is 
working to reinvigorate its publishing program to ensure ADB publications are available in print 
and electronic forms through a variety of sales and dissemination channels. Outreach to external 
audiences has also widened to incorporate more modern tools such a blogs, and social 
networking facilities.  

23. ADB’s efforts are starting to pay off. ADB’s fifth annual independent staff survey—the 
Most Admired Knowledge Enterprises (MAKE) Survey—conducted in 2009, was participated in 
by a total of 518 staff (compared with 203 in 2008). Compared with earlier surveys, staff 
perception was generally more positive toward (i) knowledge management as part of ADB’s 
organizational culture, (ii) ADB Management’s support for knowledge management, (iii) the 
knowledge content of ADB publications, and (iv) working with external stakeholders. Overall, the 
staff response indicates that ADB’s knowledge capabilities have improved, especially in 
delivering knowledge-based projects and services to clients, and in creating an enterprise-wide, 
collaborative knowledge sharing environment. 
 
D. Decentralization and Strengthening of Resident Missions  

24. ADB has 25 resident missions and four liaison offices. In 2008, it undertook a 
comprehensive review14 of its resident mission operations to identify options for improvement in 
both the short and medium term. The review drew on the findings of a special evaluation study of 
the resident mission policy and related operations by the Operations Evaluation Department now 
renamed the Independent Evaluation Department (IED). 15 The review concluded that: (i) ADB’s 

                                                 
13 ADB. 2010. Economics and Research Department: Priorities for 2010–2012. Manila. http://www.adb.org/economics  

/pdf/2010-12-ERD-Priorities.pdf 
14 ADB. 2008. Review of Resident Missions’ Operations. Manila. 
15 ADB. 2007. Special Evaluation Study: Resident Mission Policy and Related Operations—Delivering Services to 

Clients. Manila. 
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resident mission policy (approved in 2000)16 had succeeded in reorienting the work of the 
resident missions from a focus on project administration to a wider range of functions involving 
all aspects of ADB operations; and (ii) decentralization had had a positive impact on ADB 
operations. This finding is consistent with IED’s special evaluation study, which rated the resident 
mission policy successful. The review also pointed to several areas in which implementation of 
the policy could be strengthened. In response to the review’s recommendations and to facilitate 
further decentralization of responsibilities to resident missions, the following actions have been 
taken. 
 
25. Between 2007 and 2010, ADB continued to strengthen its resident mission network, 
adding three resident missions, four liaison offices in Pacific countries (two of which are located 
in fragile and conflict-affected situations) and 114 staff positions to its field operations.17 Out of 
those, 81 (or more than 71% of total staff positions added) were allocated to resident missions in 
ADF countries, of which 15 were located in fragile and conflict-affected situations. Building on the 
advantage of having a headquarters located in the region, and on the collegial nature of working 
relations allowed by its size and corporate culture, ADB’s decentralization model is based on 
close collaboration between field offices and headquarters, under clear accountability of country 
and sector directors depending on specific functions, and the oversight and ultimate 
responsibility of the regional director general. Resident missions are the first point of contact, and 
the country director, who is responsible for the country strategy and program, acts as the focal 
point for country-related matters. Sector directors based at headquarters are responsible for 
delivering loans, grants and technical assistance included in country programs and for oversight 
of operations in their sector, to ensure coherent policy dialogue and approach to sector 
development. Sector staff work in teams across locations, under the oversight of the sector 
director and receiving guidance from country directors to ensure consistency at both the country 
and sector level.18 This approach relies on the closer project supervision and understanding of 
clients and country circumstances offered by resident missions, combined with the wider pool of 
skills available in headquarters to form the most suitable team for project implementation 
supervision (see Table). 
 
26.       Significant staff strengthening of resident mission is further envisaged over the 2011–
2013 period, with an additional 133 new resident mission staff positions to be added (66% of 
which will be in ADF countries, with 14% in fragile and conflict-affected situations). ADB will also 
strengthen the institutional and management structure of resident missions. First, it will delineate 
more clearly the three core functions: (i) country economics, strategy and programming;  
(ii) country operations; and (iii) finance and administration. Second, it will establish or formalize a 
deputy country director position, particularly for larger resident missions. Third, it will strengthen 
the resident mission management team concept.  
 

                                                 
16  ADB. 2000.  Resident Mission Policy. Manila. 
17  The three new resident missions (Armenia, Georgia and Turkmenistan) have recently started operations and are not 

at present leading country programming and portfolio review missions. The four liaison offices (Samoa, Solomon 
Islands, Tonga, and Vanuatu) have been jointly established with the World Bank.  

18  Under the joint supervision model, the resident mission will (i) lead country operations (i.e., country strategy and 
programming, country portfolio monitoring, as well as economic work and government relations to support and 
facilitate such tasks); (ii) support sector operations as part of sector director teams (under sector directors); and  
(iii) support regional cooperation as part of the headquarters operation coordination team (under an operation 
coordination director). Sector directors will (i) lead sector operations, (ii) support country operations as part of the 
resident mission team (under the country director), and (iii) support regional cooperation as part of the operation 
coordination team (under an operation coordination director). The operation coordination director will (i) lead 
regional cooperation operations, (ii) support country operations as part of resident mission team (under the country 
director), and (iii) support sector operations as part of the sector director team (under the sector director). 
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Table: Evolution of Resident Mission Operations, 2000–2010 
  

ADB = Asian Development Bank, ADO = Asian Development Outlook, RM = resident mission, TA = technical 
assistance. 
aNumbers refer to 2009, since 2010 operations are still ongoing. 
Sources:  Budget, Personnel and Management Systems Department; 2002 Review of the Implementation of 
Resident Mission Policy; Budget document; Central Operations Services Office reports; project processing 
information system; and regional departments. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 2000 2007 2010  
 No. % No. % No. % 
Number of operational RMs 13  23  26  
Authorized staff positions  
     (% of regional departments) 
     (% of ADB positions) 

163  
21.6 
8.4 

505  
47.0 
20.7 

619  
50.0 
22.3 

RM leading country programming 2 23 21 91 21 84 
RM leading country portfolio review 11 69 21 91 21 84 
RM leading country ADO and ADO update  4 31 20 87 25 100 
Loans and grants processed by RMs 5 7 5 7 11a 10a 
TA projects processed by RMs 6 2 26 11 32a 10a 
Loans and grants administered by RMs 67 15 187 39 176a 37a 
TA projects administered by RMs 65 6 147 16 120a 14a 
RMs with delegated loan disbursement 3 23 6 26 7 28 
RMs with videoconference facilities 5 33 21 95 24 96 

Box 3: Expansion of Field Presence in the Pacific 
 

In remote Pacific Islands, unpredictable aid and poor donor-government coordination can 
significantly reduce the effectiveness of development assistance. Under ADB’s approach to dealing 
with fragile and conflict- affected situations, increasing field presence has been identified as one way to 
strengthen the development effectiveness of ADB’s assistance.  

 
Since 2000, ADB has significantly expanded its operations and presence in the Pacific region, 

establishing offices in Fiji Islands, Papua New Guinea, Timor-Leste and in Sydney, Australia. Four 
liaison offices have been opened jointly with the World Bank in the Solomon Islands (2008), Samoa 
(2009), Tonga (2009), and Vanuatu (2010). The offices are staffed by one development coordinator, 
who is a national of the Pacific DMCs. As a result of opening these offices, ADB now has field 
presence in 7 out of 14 Pacific DMCs.  

 
The primary role of the liaison offices is to (i) improve ADB’s assistance in fragile and conflict-

affected situations by facilitating effective government engagement with ADB; (ii) enhance the quality 
and timeliness of policy advice to the respective governments thus facilitating support to government in 
implementing national development strategies; (iii) strengthen collaboration with other development 
partners who are increasingly decentralizing their own operations, and (iv) improve implementation of 
ongoing ADB projects. With a better understanding of development contexts in the Pacific and with 
improved donor coordination, ADB should be able to deliver more targeted and effective assistance.  

 
The new liaison offices have already helped to strengthen partnership with DMC governments 

and to improve collaboration with development partners. In the Solomon Islands, for example, the 
successful establishment and functioning of a core economic working group in 2009 as a forum for 
donors and Solomon Islands to discuss the government program of reforms has helped in coordinating 
budget support and formulating economic policies in response to the global economic crisis. Based on 
the positive experience with these offices, ADB is now considering opportunities for further expanding 
its presence in the Pacific, including possibly in the North Pacific and Kiribati. 

 
Source: Asian Development Bank.   
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27.       ADB has also begun to implement human resources-related actions to address urgent 
constraints, including enhancing the financial incentives for professional staff relocating to a 
resident mission;19 allowing simultaneous consideration of national officers applying for an 
international professional staff position along with other internal and external applicants; and 
increasing opportunities for non-vacancy-driven promotions for local staff. The Budget, 
Personnel and Management Systems Department (BPMSD) has developed a comprehensive 
approach to human resources management for local staff, to be finalized and announced in the 
second half of 2010, with implementation starting in 2011. A review of remuneration and benefits 
for local staff will be undertaken in 2011. By addressing quantitative and systemic human 
resource constraints, ADB will further strengthen the role of resident missions. ADB is also in the 
process of reviewing the decentralization experience of other development agencies, to identify 
what additional lessons and experiences could be used to strengthen ADB’s approach, keeping 
in mind the nature of ADB operations.  
 

IV. INCREASED COMMITMENT TO GOOD GOVERNANCE, ACCOUNTABILITY AND 
TRANSPARENCY 

A. Human Resources Management  

28. Progress has been made in human resources reforms. The comprehensive review of the 
human resources strategy, 2004–2007 by external consultants in the second half of 2008 made 
12 recommendations for improvements to human resource policies, programs, and the structure 
and staffing of the human resources function. The recommendations were adopted in full in early 
2009.  
 
29. Following guidance from the Board, BPMSD developed a detailed, time-bound human 
resources action plan. This has been refined through (i) Our People Strategy, which sets out the 
optimal configuration of staff capabilities, behaviors, attitudes, and staff management practices 
required to accomplish the vision of Strategy 2020, and (ii) the human resources function 
strategic framework which defines the priorities of human-resources-focused divisions within 
BPMSD and the structure and resources required to further professionalize human resources 
management across ADB.  Both documents contain detailed indicators and defined targets 
which will be tracked and reported on every quarter.  
 
30. Actions to date include the strengthening of merit-based personnel policies and practices 
by opening most vacancies simultaneously to internal and external candidates at all levels; 
implementing a more transparent recruitment and promotion system by advertising at least 60–
70% of positions, with the remaining vacancies filled through internal selection mechanisms such 
as lateral movements or assignments; expanding the spouse employment program to the 
spouses of international staff on board in addition to those of new staff; and strengthening ADB’s 
technical capability and potential for career development in a technical stream by increasing the 
number of advisors, practice leaders, and lead specialists. Workforce planning is now 
undertaken through close interaction with client departments to better align ADB staffing to 
operational requirements. The formation of the Human Resources Committee of the Board in 
mid-2009 has also increased the transparency of staff management.  
 

                                                 
19  Including more flexible arrangements for relocation travel, support for different family situations, and revised 

relocation and field office allowance. 
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31. During the ADF X negotiations, ADB committed to assessing staff satisfaction through 
engagement surveys conducted every 2 years by an independent firm. The most recent survey 
was completed in 2010 and showed a notable improvement compared with the 2008 survey. In 
2010, 87.5% of staff completed the survey compared with 81.9% in 2008. The overall 
engagement rate has increased from 60% in 2008 to 68.1% in 2010, exceeding the 2012 target 
of 67% set in the DEfR.20 The improvement in staff views is encouraging, although room for 
further improvement remains.  
 

Figure:  ADB Staff Engagement Survey, 2010 and 2008 
 

 
Source:  Asian Development Bank. 
 
B. Integrity and Anticorruption  

32. Effective 1 October 2009, ADB separated its Integrity Division (created back on 1 January 
2005) from the Office of the Auditor General and established the Office of Anticorruption and 
Integrity to ensure independence and impartiality in the conduct of investigations and other 
activities pursuant to ADB’s Anticorruption Policy.21 As part of its overall efforts to encourage 
reporting of integrity violations and misconduct, ADB introduced new provisions for whistleblower 
and witness protection in December 2009. These improve the accessibility of information about 
how to respond to retaliation related to whistleblowing, and provide clarity on remedies for 
retaliation against whistleblowers. The changes reflect best practices of other multilateral 
development banks, the United Nations, and other international organizations.   
 
33. ADB also recently reviewed its approach to nondisclosure of its sanctions list. As a result, 
all ADB staff, members of the Board and partner institutions now have access to the sanctions 
list. Work is also ongoing to arrive at an information technology solution to enable government 
agencies to have full access to ADB's password-secured sanctions list. In the meantime, 

                                                 
20  The staff engagement rate is the average of favorable response rates in each of the 24 categories of questions in 

the survey. 
21  ADB. 1998. Anticorruption. Manila. 
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government agencies that need to see the list will be sent it by e-mail. On  
9 April 2010, ADB entered in an agreement allowing for cross-debarment among MDBs. The 
agreement was declared effective by ADB on 9 June 2010 and will allow the participating 
MDBs22 to debar firms and individuals whose names have been made public by other 
participating MDBs. Issues such as the harmonization of investigative procedures and criteria for 
imposition of sanctions will be discussed next by the participating MDBs. 
 
C. Safeguard Policies  

34. In July 2009, the ADB Board of Directors approved a Safeguard Policy Statement 
governing environmental and social safeguards for ADB operations, building upon the three 
previous safeguard policies on the environment, involuntary resettlement and indigenous 
peoples and bringing them into a consolidated policy framework. It is designed to enhance 
consistency and coherence, and to address environmental and social impacts and risks more 
comprehensively. The Safeguard Policy Statement incorporates international good practice, and 
is in harmony with the policies of other MDBs. It includes appropriate requirements for different 
lending modalities, including recently developed financial instruments, and strengthens the 
requirements for safeguard monitoring and supervision. The Safeguard Policy Statement 
increases the emphasis on capacity development to enable DMCs to manage environmental and 
social impacts and risks. It also introduces provisions to strengthen and use country safeguard 
systems for ADB projects, subject to ADB's assessments of their equivalence and acceptability. 
The approval of the Safeguard Policy Statement followed a lengthy review process that included 
wide-ranging consultations both internally and externally. 
 
35. The Safeguard Policy Statement became effective on 20 January 2010 and significant 
efforts have been made to ensure its effective implementation. There have been 
accomplishments in the following areas: (i) strengthening the internal safeguard review system 
through the issuance of an Operations Manual section aligned with new business processes;  
(ii) holding orientation and training workshops for 600 ADB staff; (iii) adding 38 new staff 
positions for safeguard work for headquarters and resident missions in ADB’s work program and 
budget framework, 2010–2012, starting with 16 positions in 2010; (iv) increasing the awareness 
of safeguards among borrowers and other stakeholders through in-country briefings to 
governments, nongovernment organizations and other stakeholder groups in more than 10 
DMCs; (v)  translating the Safeguard Policy Statement into eight languages of the region; and 
(vi) strengthening the use of country safeguard systems by processing and implementing several 
major technical assistance projects (totaling $11.3 million) to strengthen such systems and build 
capacity, and by conducting country diagnostic studies in selected DMCs jointly with the World 
Bank. 
 
D. Effective and Independent Evaluation  

36. In 2008, ADB undertook a comprehensive review of its evaluation department to assess 
the independence and overall effectiveness of ADB’s arrangements for operations evaluation. A 
working group consisting of three members of the Board and the managing director general was 
constituted to oversee the review process, assisted by two external experts.  
 
37. The review concluded that ADB has a clearly articulated model of independent evaluation 
that emphasizes organizational and behavioral independence, protection from external influence, 

                                                 
22 The participating institutions are: ADB, World Bank group, Inter-American Development Bank, African Development 

Bank, and European Bank for Reconstruction and Development. 
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and the avoidance of conflicts of interest. However, the evaluation department’s credibility as an 
independent evaluation unit could be further enhanced by: (i) expanding the nonrenewable term 
of the director general from 3 to 5 years; (ii) allowing the director general to be appointed by the 
Board, upon the recommendation of the Development Effectiveness Committee and in 
consultation with the President; (iii) strengthening the selection process for the director general, 
with the Development Effectiveness Committee leading the process through the use of an 
executive search firm and extensive media advertising; (iv) exempting the director general from 
the formal performance review process, with his or her salary determined by a formula; (v) 
allowing the department’s budget to be approved by the Board separately from ADB’s overall 
administrative budget; and (vi) renaming the department the Independent Evaluation Department 
to reflect its more independent status. To strengthen OED’s effectiveness, the review 
recommended that interaction between OED and operations staff be intensified to ensure 
ownership of evaluation results and to accelerate the application of lessons learned. It also 
recommended that a more rigorous system for monitoring the progress achieved in implementing 
OED’s recommendations be put in place.  
  
38. A revised policy  incorporating the review's recommendations was approved by the Board 
on 15 December 2009 and became effective on 1 January 2009.23 Under the policy, IED 
operates according to internationally accepted principles for the evaluation of development 
assistance, in particular, the OECD-DAC evaluation guiding principles and the good practice 
standards issued by the Evaluation Corporation Group, on impartiality and independence, 
credibility, usefulness, and partnership.  
 
E. Risk Management  

39. The Risk Management Unit (established in August 2005) was upgraded to the Office of 
Risk Management effective 1 October 2009, to bring ADB's risk management function in line with 
best practice, including that of other MDBs, and to ensure greater efficiency and effectiveness of 
risk management operations. Staffing has been strengthened substantially, with 17 new positions 
allocated in 2010 (five international staff, six national officers and six technical analysts). Also in 
October 2009, ADB approved a new exposure management policy for its nonsovereign 
operations. With its expanded role and responsibilities, the Office of Risk Management will 
continue to support and respond to the planned growth of nonsovereign and treasury operations. 
Its responsibilities include (i) enhancing the accuracy of risk measurement tools, and 
strengthening their application to pricing, capital adequacy, risk-sharing including cofinancing, 
portfolio monitoring, and performance assessment; (ii) expanding the operational risk framework 
to encompass ADB-wide operations, and developing tools for identifying, assessing, monitoring, 
and appropriately mitigating operational risk; and (iii) implementing an integrated risk 
management system linking ADB’s risk management processes—credit assessment, rating, 
pricing, exposure aggregation, limit and policy compliance, market and counterparty risk 
management, and capital adequacy—through a central database and significant process 
automation. The system will allow more accurate, timely, and comprehensive risk management 
and more effective credit processes.  
 
F. Disclosure and Transparency  

40. Since the approval of its Public Communication Policy (PCP) in April 2005, ADB has 
become much more transparent in the way it communicates with the public and shares 
information with its stakeholders. The PCP is based on a presumption in favor of disclosure, 

                                                 
23  ADB. 2008. Review of the Independence and Effectiveness of the Operations Evaluation Department. Manila. 
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unless there is a compelling reason not to disclose. It is a very open policy which has resulted in 
substantially more information about ADB being made available to external audiences. In the 
process, it has helped raise public awareness of ADB's role, objectives and operations. Under 
the PCP, ADB makes a wide range of documents and information available to the public, 
including policy and strategy papers, agendas and minutes of Board meetings, and project-
related documents normally produced during the project cycle. The PCP was recognized as an 
example of good practice in the 2007 Global Accountability Report and ADB was ranked as the 
most transparent of a group of 30 institutions.24 
 
41. Under the PCP, ADB committed itself to conducting perception surveys every 3 years to 
receive feedback from partners and opinion leaders on key development issues in Asia and the 
Pacific, and ADB’s role in fighting poverty in the region.  The 2009 survey was the second of 
these surveys and was designed to measure changes in stakeholder views following the initial 
baseline survey carried out in 2006. It gathered views on ADB’s relevance, responsiveness and 
results, including perceived strengths and weaknesses. The survey results are used to measure 
ADB’s performance and provide useful feedback for ADB to continue to improve its performance 
and development effectiveness (Box 4).  
 

Box 4:  Key Findings from 2009 ADB Perceptions Survey 
 

The survey sought feedback from 900 randomly selected stakeholders (from government, 
development partners, private sector, civil society, media, and academia) in 31 member countries. It was a 
requirement that respondents should have a basic knowledge of ADB.  

 
The overwhelming majority of respondents thought ADB is doing an excellent job in helping its 

member countries meet their development goals and objectives. Many of those interviewed described ADB 
as a trusted, reliable, and competent organization with excellent knowledge of the region. Positive 
feedback was given on the technical skills of ADB staff and their understanding of the countries in which 
they work. Most respondents also felt that ADB communicates its mission well and is responsive to 
information requests. Positive feedback was received on ADB publications and its website.  

 
Respondents also cited weaknesses which ADB will need to address, including perceptions that it 

is bureaucratic and lacks speed in decision making, and project execution and monitoring. Promotion of 
gender equality and governance were also identified as areas needing improvement.  

 
Source: ADB. 2010. ADB Perceptions Survey: 2009 Multinational Survey of Stakeholders. Manila.   
http://www.adb.org/Documents/Reports/ADB-Perceptions-Survey/2009/fact-sheet.pdf 
 
42. A comprehensive review of the PCP was begun in February 2010, as mandated by the 
PCP. ADB now has 5 years of experience with implementation and some lessons have been 
learned. The objective of the review is to assess how the overall objectives of the PCP are being 
achieved and to recommend changes that would improve its effectiveness. Public consultations 
on the first draft of a revised PCP were held in 12 member countries between June and August 
2010. About 600 stakeholders were consulted, representing government, civil society groups, 
project-affected people, comparator organizations, academia, the media, and the private sector. 
The revised PCP is expected to be considered by the Board in the first quarter of 2011. ADB will 
also review its translation framework in 2011 following the conclusion of the PCP review. Since 
the framework was introduced in 2007, the volume of translations has grown steadily, covering a 
range of awareness-raising materials and corporate policies, strategies and guidelines. Selected 
ADB documents are now available in 22 languages. 
                                                 
24 R. Lloyd, J. Oatham, and M. Hammer. 2007. 2007 Global Accountability Report. London: One World Trust. ADB 

was not included in the 2008 version of the report.  
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G. Other Ongoing Initiatives 

43. In December 2009, the President of ADB established a working group of senior staff to 
implement an independent review of information technology organization and governance using 
external specialists. Terms of reference were prepared in consultation with the Board. The 
review assesses the current state of the information technology function and the organization 
and governance of the Office of Information Systems and Technology. The study is expected to 
be completed before the end of 2010. In parallel, ADB has taken additional steps to strengthen 
internal controls governing information technology procurement.  
 
44. At the 43rd Annual Meeting of the ADB Board of Governors in Tashkent, Uzbekistan in 
May 2010, the President of ADB announced that ADB would undertake a review of its 
accountability mechanism. A joint Board of Directors and Management Working Group was 
established to undertake the review. The review will analyze the effectiveness of the 
accountability mechanism in achieving its objectives as set out in the 2003 policy.25 Taking into 
account ADB's experience since 2003 and those of similar mechanisms at other MDBs, the 
review will make recommendations to improve the functioning of the accountability mechanism 
and its operating and administrative procedures where necessary. The review is expected to be 
completed in the second quarter of 2011.  
 

V. CONCLUSION 

45. Since the completion of the ADF X negotiations, ADB has implemented a large number of 
initiatives to improve its operational effectiveness and has made significant progress in all the 
key areas of reform consolidation identified in the ADF X Donors’ Report. While an assessment 
of the contribution of these reforms to development outcomes would be premature, ADB’s reform 
efforts are being recognized.  Research by the United Kingdom Overseas Development Institute 
on recipient stakeholder perceptions of multilateral donor effectiveness gave a high mark to ADB, 
identifying it as one of the most effective MDBs (along with UNDP and World Bank).26 A recent 
World Bank study based on a more comprehensive set of indicators of aid quality ranked ADB 
number 1 among 38 bilateral and multilateral donors in terms of overall aid quality (Box 5).  
 
46. However, the task is not complete and ADB is not complacent. For example, in response 
to the 2009 DEfR, a working group has been established to improve project implementation; a 
pilot results delivery scheme has been introduced, linking OCR allocation to performance at the 
departmental level in areas where ADB is underachieving relative to its targets (cofinancing, 
education and gender mainstreaming in operations); human resources and the administrative 
budget have been increased substantially to mitigate risk of declining operations quality. ADB will 
continue to monitor the implementation of its various reforms and their overall impact on ADB’s 
effectiveness closely through its corporate results framework and to report annually through its 
DEfR. The next update on ADB’s reforms, along with the 2010 DEfR, will be presented to ADF 
deputies during ADB’s next Annual Meeting in Hanoi, Viet Nam, in May 2011.  
 
 

                                                 
25  ADB. 2003. Review of the Inspection Function: Establishment of a New ADB Accountability Mechanism. Manila. 
26 C. Wathne and E. Hedger. 2010. What does an effective multilateral donor look like? Project Briefing.  No. 40. April.  

London:  Overseas Development Institute. http://www.reliefweb.int/rw/lib.nsf/db900sid/SNAA-84A8WX/$file/ 
    ODI%20Project%20Briefing%2040.pdf 
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Box 5: Aid Quality and Donor Rankings 
 

The study provides a new measure of aid quality for 38 bilateral and multilateral donors based on the 
underlying principles of the Paris Declaration on Aid Effectiveness and the Accra Agenda of Action. Using a 
set of 18 indicators, the authors constructed an overall aid quality index and four subindexes on aid selectivity, 
alignment, harmonization, and specialization. Data were derived from the OECD-DAC's Survey for Monitoring 
the Paris Declaration, the new AidData database, and the DAC aid tables. Overall, ADB ranked number 1 out 
of 38 donors covered by the study, followed by the World Bank, Denmark, Ireland, and the Global Alliance for 
Vaccine and Immunization (GAVI). The study also provided ADB’s relative ranking in the four subindexes, 
thereby helping to identify areas of institutional strength and weakness. 
 
Selectivity. Aid is widely believed to have a greater development impact where it is needed the most—that is, 
where there are large numbers of poor—and where the policy and institutional environment is favorable to 
growth and development. Using indicators on policy and poverty selectivity, the study ranked ADB number 2 
in aid selectivity, following the World Bank.  
 
Aid alignment. The Paris Declaration identified several indicators of the extent to which donors' aid is aligned 
with country policies and systems. These include: use of country public financial management systems, use of 
country procurement systems, avoiding parallel project implementation units, aid predictability, untying of aid, 
and coordinating technical assistance with national development strategies. Using these indicators, the study 
used the data from the 2008 Survey for Monitoring the Paris Declaration and developed a composite subindex 
on aid alignment, which placed Ireland as number 1, followed by ADB.  
 
Harmonization. The Paris Declaration also commits donors to implement common arrangements and simplify 
procedures, with the goal of reducing transactions costs imposed by donors on recipient governments. On the 
harmonization subindex developed by the study, Ireland is again number 1, followed by Denmark and GAVI. 
ADB ranks 14, below the World Bank (11) but ahead of other MDBs such as the European Bank of 
Reconstruction and Development (18) and the African Development Bank (26).  
 
Specialization. It is widely believed that most donors fragment their aid across too many countries, sectors, 
and projects. A proliferation of donors and projects overstretches and undermines the capacity of recipient 
governments to manage aid and their relations with donors. The specialization subindex developed by the 
study placed ADB as number 1, followed by Hungary, Poland, the International Monetary Fund, African 
Development Bank, the Islamic Development Bank, and the World Bank in that order. 
 
Source: S. Knack, H. Roger, and N. Eubank. 2010. Aid Quality and Donor Rankings. Policy Research Working 
Paper. No. 5290 WPS. World Bank.   
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