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The private sector contributes to economic development by generating jobs and incomes, 
as well as through investments, new technologies, knowledge transfer, and enhanced 
productivity. This is particularly true in Asia and the Pacific, where much of the recent success 
in reducing poverty has been due to robust economic growth stimulated by the private sector. 
The development challenges and investment needs of the region remain large and diverse. 
The Asian Development Bank (ADB) helps address these challenges and investment needs by 
assisting the private sector through the Private Sector Operations Department.

This third annual report on the development effectiveness of ADB’s private sector 
operations reviews how the Private Sector Operations Department has contributed to 
promoting ADB’s development effectiveness agenda. The report features the direct and 
indirect impact of private sector assistance. It considers the value added of this assistance, 
highlighting performance trends and identifying actions required to improve results.

About the Asian Development Bank

ADB’s vision is an Asia and Pacific region free of poverty. Its mission is to help its 
developing member countries reduce poverty and improve the quality of life of their people. 
Despite the region’s many successes, it remains home to two-thirds of the world’s poor: 
1.8 billion people who live on less than $2 a day, with 903 million struggling on less than 
$1.25 a day. ADB is committed to reducing poverty through inclusive economic growth, 
environmentally sustainable growth, and regional integration.

Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main 
instruments for helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance.
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Private Sector Operations Department 
Operational Highlights 2011

Approved Assistance by Country, 2011

Lao PDR = Lao People’s Democratic Republic, 
PRC = People’s Republic of China.

Source: ADB Private Sector Operations Department.

Approved Assistance by Subsector, 2011

ICT = information and communication technology, 
SME = small and medium-sized enterprises.

Note:  In this report, “clean energy” refers to renewable energy 
projects, and energy efficiency and conservation projects.

Source: ADB Private Sector Operations Department.
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Approved Assistance by Financial Instrument, 2011

Notes: 1.  B loans (complementary financing scheme) are funded by 
commercial lenders with ADB acting as “lender of record.”

 2.  Approved assistance in 2011 includes $1,731 million of new assistance 
(as loans, equity investments, B loans, and guarantees). A project may 
involve more than one financial instrument.

Source: ADB Private Sector Operations Department.
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Outstanding balances Undisbursed commitments
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Portfolio Distribution by Subsector, Year-End 2011 ($ million)

incl. = including, SME = small and medium-sized enterprises.

Note: “Clean energy” refers to renewable energy projects, and energy efficiency and conservation projects.

Source: ADB Private Sector Operations Department.

Portfolio Distribution by Financial Instrument, 
Year-End 2011 ($ million)
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Trade Finance
 Program

Equity investments
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Portfolio Distribution by Country Grouping, 
Year-End 2011 ($ million)

PRC = People’s Republic of China, TFP = Trade Finance Program.

Notes: 1.  Group A countries assisted by the Private Sector Operations Department (PSOD) are Afghanistan, Cambodia, the Lao 
People’s Democratic Republic, the Maldives, Mongolia, Nepal, Samoa, Solomon Islands, and Tajikistan.

2.  Group B countries assisted by PSOD are Armenia, Azerbaijan, Bangladesh, Georgia, India, Pakistan, Papua New Guinea, 
Sri Lanka, Uzbekistan, and Viet Nam.

3.  Group C countries assisted by PSOD are the PRC, Indonesia, Kazakhstan, Malaysia, the Philippines, and Thailand.

Source: ADB Private Sector Operations Department.
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Private Sector Operations Department’s 
Portfolio by Safeguards Classification, 

2002–2011 (number of projects)

Note:  Before the issuance of the Safeguard Policy Statement 
in January 2010, categories for involuntary resettlement 
and indigenous peoples were A, B, and C, without FI.

Source:  ADB Regional and Sustainable Development 
Department.
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63

17
23

40

0

20

40

60

80

100

Infrastructure Environment Regional 
Cooperation 

and Integration

Finance Sector 
Development 

Total Portfolio as of Year-End 2011

90

38 38

16

0

20

40

60

80

100

Infrastructure Environment Regional 
Cooperation 

and Integration

Finance Sector 
Development 

Approved Assistance in 2011

Private Equity Development Impact,  
Year-End 2011 (number of companies)

Note:  Investee companies may report more than one 
development impact. 

Source: ADB Private Sector Operations Department.

67 (36%)Initial public offering

168 (89%)Corporate governance

155 (82%)Externalities

141 (75%)Job creation

128 (68%)Financial diversification

126 (67%)Technology and skills transfer

80 (43%)Demonstration effects



x | Private Sector Operations Department Operational Highlights 2011

Disbursement Ratio for Private Sector Operations, 2009–2011 (%)

Financing Instruments 2009 2010 2011

Loans 42.4 54.3 62.3

 Project finance loans 36.0 48.7 49.6

 Corporate loans 46.1 58.6 91.0

  Infrastructure 56.7 53.1 86.1

  Capital markets  6.9 80.5 93.5

  Subtotal: Project and corporate loans 40.1 53.9 61.0

 Trade Finance Program 84.4 72.3 97.3

Equity� 19.5 43.7 20.2

 Funds 15.0 14.9 15.1

 Financial institutions – 98.4 89.8

 Infrastructure 76.1 75.3 20.8

Overall 37.4 51.5 51.0

– = nil.

Note:  The disbursement ratio for the year is computed as the amount disbursed during the year divided by the undisbursed 
amount at the beginning of the year (less any cancelled amount).

Source: ADB Private Sector Operations Department.

Innovation. Impact. Integrity.

Direct Value-Added Cofinancing, 2010–2011 ($ million)

Indicator 2010 2011

Direct Value-Added Cofinancing 2,351 4,104

 Official cofinancing—grants 2 –

 Commercial cofinancing 2,349 4,104

  B loans 320 100

  Trade Finance Program 1,549 2,381

   Debt portion of project costs financed by 
commercial loans (parallel loans)

479 1,623

– = nil.

Note:  B loans (complementary financing scheme) are funded by commercial lenders with ADB acting as “lender of record.”

Source: ADB Private Sector Operations Department.
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Executive Summary

Introduction The private sector contributes to economic development by generating 
jobs and incomes, as well as through investments, new technologies, knowledge transfer, 
and enhanced productivity. This is particularly true in Asia and the Pacific, where much 
of the recent success in reducing poverty has been due to robust economic growth 
stimulated by the private sector.

The development challenges and investment needs of the region remain large and diverse. 
The Asian Development Bank (ADB) helps address these challenges and needs by 
promoting private sector development in its developing member countries in a strategic 
and selective manner. ADB’s regional departments work with governments to create an 
enabling environment for private sector development, while its private sector operations 
(PSO) directly finance, share, and mitigate risks for private sector transactions. 

This third annual report on the development effectiveness of ADB’s PSO, reviews how 
the Private Sector Operations Department (PSOD) contributed to promoting ADB’s 
development effectiveness agenda. Building upon the two previous reports, quantitative 
data have been updated and analyzed. Data are consistent with ADB’s corporate results 
framework and congruent with ADB’s overall development effectiveness agenda. 
Qualitative and anecdotal information are also used to report on the direct and indirect 
development impacts of PSO.

Contribution of Private Sector Operations to ADB’s Strategic and 
Development Priorities PSO at ADB are aligned with the three complementary 
strategic development agendas of ADB’s long-term strategic framework for 2008–2020 
(Strategy 2020): inclusive growth, environmentally sustainable growth, and regional 
integration. Inclusive growth is promoted by creating productive work opportunities for 
both the poor and middle class. Environmental sustainability is promoted by ensuring that 
environmental standards are met in all operations and through the increasing support for 
clean energy projects. Regional integration is promoted through support for private sector 
projects and investments that generate benefits across national borders, promote trade 
facilitation, and support regional programs. 

In 2011, ADB’s PSO comprised 14 projects and investments totaling $1,731 million in 
assistance. PSOD continued to expand both its country and sector reach. The share of 
approvals for clean energy projects was 29% by number in 2011, surpassing PSOD’s 
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commitment of allocating 25% of its annual approvals by number for such projects by the 
end of 2015. Similarly, PSOD’s 40% target for annual approvals by number in Group A and 
B countries by the end of 2015 was achieved in 2010. In 2011, 50% of approvals by number 
were in Group A and B countries. While PSOD’s infrastructure portfolio continued to be 
dominated by conventional energy, the share of clean energy increased. In capital markets, 
trade finance remained prominent with support for banking systems and private equity 
funds closely following. 

PSOD increased its support to ADB’s strategic planning through more systematic 
collaboration with regional departments, participating in 16 country strategy and 
planning exercises. In addition, PSOD continued to provide advisory support to regional 
departments and developing member countries on public–private partnerships, and to 
participate in ADB’s knowledge networks. This collaboration resulted in more systematic 
inclusion of private sector content in country strategy and planning exercises, and a better 
appreciation of the role of PSO in ADB’s strategic agenda.

Development Outputs and Outcomes of Private Sector Operations 
Information on development outputs and outcomes of PSO has been collected 
systematically since mid-2009, and additional information is continually being derived and 
added from project completion reports and other sources. All data are aligned with ADB’s 
corporate results framework indicators for sectors applicable to PSO—energy, transport, 
water, and finance. Additional indicators for telecommunications, financial institutions, 
and private equity funds are included to provide a better representation of the range 
of PSO projects. The updated data confirm that, in general, targets for PSOD projects 
approved during 1998–2006 have been met or exceeded.

Energy indicators relate to conventional and clean energy generation, transmission and 
distribution, and energy efficiency initiatives. Outputs and outcomes come from conventional 
and renewable energy, and transmission and distribution projects. Power generation 
capacity of about 10,000 megawatts will be installed by 2017, about a third of which will be 
from renewable sources.

Achievements in telecommunications far exceeded expectations. Data for telecommunications 
projects cover customers served, reduction in the cost of services, and employment generated. 
Additional indicators include both direct and indirect outcomes, such as ancillary services. 

PSO in the transport sector include construction of national highways, tollways, and an 
airport. While PSOD’s engagement in this sector has been limited, opportunities are 
being sought to expand the subsectors covered. By 2016, an airport project in Armenia will 
improve facilities for up to 1.4 million passengers and increase aircraft movement capacity. 

Indicators for water and wastewater projects cover expansion of water supply networks, 
number of new beneficiaries of potable water, and capacity of wastewater treatment. 
Targets come from two notable examples of private–public partnerships in the People’s 
Republic of China (PRC) and Indonesia. A municipal water development project in the PRC 
is expected to provide about 5 million households with improved water supply and install 
water treatment capacity of 20 million cubic meters a day by 2017.
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PSOD adopted a new methodology for reporting the outputs and outcomes of financial 
institutions in 2010. The new methodology accounts for the fact that the resources 
made available to financial institutions are rolled over several times over the duration of 
the loans. PSOD assistance for bank and nonbank financial institutions covers equity 
investments, loans and guarantees to banks, trade finance, leasing companies, and other 
nonbank financial institutions. 

PSOD’s investment in private equity funds covers priority areas such as small and 
medium-sized enterprises, infrastructure, and clean energy. Outputs and outcomes for 
private equity funds have exceeded expectations. As of the end of 2011, PSOD’s portfolio 
included commitments to invest a total of $789 million in funds with total committed 
capital of $5,543 million including commitments from other investors.

Contribution to the Economic and Social Development of the Region 
PSOD contributes both directly and indirectly to the economic and social development of 
the region. PSOD’s strategic thrust in infrastructure aims to promote broad-based growth 
by helping to relieve bottlenecks and constraints. In support of ADB’s strategic priorities, 
environmental sustainability is encouraged. PSOD operations in capital markets promote 
the facilitation of broad-spectrum finance sector development. This helps address one of 
the major constraints to broad-based and inclusive growth. 

ADB supports private equity funds that invest in a large number of countries and a wide 
range of sectors and industries. The development results of these funds are assessed 
in terms of improvements in the investee companies’ corporate governance, positive 
externalities, job creation, technology and skills transfer, financial diversification, incidence 
of initial public offerings, and demonstration effects and replicability. More work will be 
undertaken in consultation with other international finance institutions to further refine the 
methodologies to capture the development results of private equity investments.

ADB seeks to support strong corporate social responsibility. It promotes higher environmental 
and social standards in projects and advises clients on managing environmental and social 
risks. In addition, it promotes good governance, especially through equity investments. PSOD 
also provides technical assistance and advisory services to its clients for project preparation, 
to address regional issues, and for capacity development. 

Operational Effectiveness In 2011, PSOD’s portfolio continued to perform well and 
contribute to the net income of ADB. PSOD further improved its business processes for 
approval and management of its operations. It closely monitored riskier projects to ensure 
the quality of its portfolio. Existing integrity due diligence procedures were further enhanced. 

PSO are aligned with ADB’s strategic priorities and support four of the five core 
operational areas of ADB. Assistance to the private sector responds to specific country 
conditions to ensure that ADB adds value where it is most needed. ADB’s PSO are 
conducted in partnership with commercial lenders, sponsors, and bilateral and multilateral 
institutions and agencies. 
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Organizational Effectiveness PSOD continued to improve its organizational 
effectiveness. Improvements were made in utilizing resources, streamlining and improving 
business processes, and improving the department’s gender balance. 

New risk management requirements have led to more attention being given to addressing 
credit and risk issues before concept clearance. Project processing time from concept 
clearance to effectiveness decreased. This was partly because in 2011 there were fewer 
projects dealing with smaller clients, as well as fewer complex projects. As PSOD moves 
into more challenging markets, it will focus on smaller transactions and work with less 
sophisticated sponsors in frontier economies. This may result in an increase in project 
processing time.

Conclusions and Actions Going Forward The 2011 development effectiveness 
report for PSO contains more information and analysis than the previous two reports. 
The information confirms that PSO outcomes and outputs have met or exceeded targets, 
and projects supported by PSOD have contributed positively to the economic and social 
development of the region. PSOD continues to enhance and improve its operational and 
organizational effectiveness.

PSOD is continuing to introduce initiatives to strengthen its development effectiveness. 
New initiatives include 

•	 ensuring systematic and better documented quality-at-entry procedures, 

•	 using technical assistance and advisory services more selectively and strategically, 

•	 promoting more innovative projects and projects in areas such as health and 
agribusiness, and 

•	 continuing to harmonize development effectiveness monitoring and reporting with 
other international finance institutions. 

In 2012, PSOD will also

•	 conduct an assessment of the differences in ratings between its extended annual 
review reports and the Independent Evaluation Department’s validation reports to 
identify areas of recurring differences in performance assessments and agree on 
measures to ensure greater alignment between assessment approaches, 

•	 further streamline development effectiveness monitoring indicators, 

•	 include development monitoring and reporting requirements in legal agreements, and 

•	 further strengthen the safeguards team. 
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1 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. Manila.

Introduction

The Development Effectiveness Report 2011: 
Private Sector Operations is the third 
annual assessment of the contribution 
of private sector operations (PSO) to 
the development effectiveness agenda 
of the Asian Development Bank (ADB). 
The private sector is regarded by ADB as 
a valuable partner in development due to 
its important contributions to economic 
growth through the creation of jobs and 
income, as well as through investments, 
new technologies, knowledge transfer, 
and enhanced productivity. In Asia and 
the Pacific, much of the region’s success 
in reducing poverty can be attributed to 
robust economic growth stimulated by the 
private sector.

ADB’s long-term strategic framework 
(Strategy 2020) acknowledges that the 
development challenges and investment 
needs of Asia and the Pacific remain 
large.1 The removal of constraints and 
impediments to growth and poverty 
reduction, including inadequate 
infrastructure (especially energy supply 
and transport), underdeveloped financial 
and capital markets, and weak legal and 
regulatory frameworks is a high priority for 
ADB. Working with, assisting, and helping 
to create a dynamic private sector is one of 
the key elements of ADB’s strategy. 

The diversity of ADB’s developing member 
countries (DMCs) is immense, ranging 
from small island states to large countries, 
from landlocked economies with limited 
resources to those with vast mineral 
wealth, and from low-income countries 
to middle-income countries with a large 
and burgeoning middle class. This 
diversity determines the manner in which 
challenges to private sector development 
are addressed. ADB’s regional departments 
work with policy makers to create an 
enabling environment for the private sector 
to operate in, while its PSO directly finance 
projects. PSO also share and mitigate risks 
for private sector transactions.
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In the middle-income countries, which 
are promising in terms of growth and also 
home to most of the region’s poor, ADB’s 
Private Sector Operations Department 
(PSOD) engages in projects that promote 
broad-based and inclusive growth and that 
maximize development impact through 
innovative and replicable initiatives. In low-
income countries, the range of development 
needs is greater. Here PSOD works primarily 
to promote trade, attract private investment, 
and strengthen the domestic bank and 
nonbank financial sectors. A common 
challenge facing low-income countries is 
a weak business climate. PSOD, through 
its investments and advisory services, 
complements the regional departments’ 
efforts in creating an enabling environment 
for the development of the private sector. 
PSOD makes highly selective use of 
ordinary capital resources to make strategic 
and critical investments that yield returns 
to investors and boost business confidence, 
especially in countries designated as 
fragile situations and conflict-affected 
situations. PSOD partners with private 
project sponsors, commercial lenders, 
host governments, and other international 
finance institutions in its efforts to support 
the private sector in its DMCs. 

This report reviews how PSOD has fared in 
promoting its development effectiveness 

agenda and supporting ADB’s strategic 
and development priorities. The review 
begins with an update of PSO contribution 
to ADB’s development objectives. This is 
followed by an assessment of PSOD’s 
contribution to key development outputs 
and outcomes. Next is a review of PSO 
contribution to the economic and social 
development of Asia and the Pacific. 
Then there is an assessment of PSOD’s 
operational effectiveness followed 
by information on its organizational 
effectiveness. Finally, measures being 
considered to further enhance and improve 
the overall development effectiveness 
of PSO are discussed. The quantitative 
data analyzed to ensure congruence with 
ADB’s overall development effectiveness 
agenda and corporate results framework 
are derived from the same database 
and the same sample of projects and 
programs used for the first two reports 
(2009 and 2010), but have been updated. 
Additional analysis and information on 
more recent projects and programs are 
included in PSO sector-specific targets and 
outcomes to supplement the indicators 
of the corporate results framework. 
Qualitative and anecdotal information, 
especially in the form of impact stories, 
are used to report on both the direct and 
indirect development impacts of PSOD 
investments.
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2 The four other drivers of change are good governance and capacity development, gender equity, knowledge 
solutions, and partnerships.

Contribution of 
Private Sector Operations 
to ADB’s Strategic and 
Development Priorities

Alignment of 
Private Sector 
Operations with 
Strategy 2020
Private sector development and PSO are 
recognized as one of the five key drivers 
of change in ADB’s Strategy 2020.2 They 
also contribute to Strategy 2020’s three 
complementary strategic development 
agendas: inclusive growth, environmentally 
sustainable growth, and regional integration.

One of the key ways in which PSO 
contribute to inclusive growth is by creating 
work opportunities, both directly through 
projects that create jobs and indirectly 
through financial and other support for 
enterprises to grow and generate jobs. 
ADB’s PSO also attach great importance 
to ensuring that all investments, whether 

for project finance or through financial 
institutions, are appropriately screened 
for environmental and social impacts, 
and that the highest environmental and 
social safeguard standards are adopted 
by investee institutions. This aims to 
ensure both environmentally sustainable 
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and socially responsible growth, which 
especially benefits the poor. Furthermore, 
global patterns of production across 
multiple borders require financing 
instruments that facilitate this process. The 
Trade Finance Program (TFP) is an example 
of a private sector program that facilitates 
regional integration by supporting cross-
border trade, particularly between small 
and medium-sized enterprises (SMEs), and 
in doing so also helps the growth of SMEs. 

PSO cover four of the five operational 
areas of ADB listed in Strategy 2020: 
infrastructure, environment, regional 
cooperation and integration, and finance 
sector development. Potential investments 
in the fifth area, education, are being 
explored. Figure 1 shows the breakdown 
of PSOD’s portfolio at the end of 2011 and 
approvals in 2011 in each of the four areas. 
Infrastructure investments make up 63% 
of PSOD’s portfolio. PSO are also making 
a significant contribution to regional 
integration. A number of infrastructure 
projects approved in 2011 are expected 
to generate regional benefits through 
exchange of natural resources (gas and 
hydropower), as are private equity funds 
that make investments regionally.

Profile of Private Sector 
Operations 
Private Sector Approvals in 2011

During 2011, 14 private sector projects and 
investments were approved for $1,731 million 
comprising $1,125 million in loans, $89 
million in equity investments, $417 million 
in partial credit guarantees and political risk 
guarantees, and $100 million in B loans. 
Most notably, ADB undertook its first private 
sector project in Uzbekistan through the 
development of the Kandym gas field. 

Table 1 shows private sector approvals in 
2011 disaggregated by sector and financial 
instrument. Energy development (including 
hydropower, solar power, wind power, and 
gas) dominated private sector assistance, 
followed by municipal water supply and other 
infrastructure services, and transport and 
information and communication technology. 

The development of hydropower projects in 
the Lao People’s Democratic Republic (Lao 
PDR) and Pakistan accounted for the largest 
share of approved assistance ($447 million) 
of any subsector in 2011 (Figure 2), 

Figure 1 
Alignment with Strategy� 2020 Core Operational Areas (%)

Note: Operations may contribute to more than one core operational area.

Source: ADB Private Sector Operations Department.
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Table 1 Private Sector Approvals by� Sector and Financial Instrument, 2011 ($ million)

Sector Loans 
Equity� 

Investments 

Total 
ADB 

Funds 

Complementary� 
Loans  

(B Loans) 

Partial 
Credit 

Guarantees 

Political 
Risk 

Guarantees Grants 

Total  
ADB 

Approvals 

Energy 795.00 795.00 216.61 200.00 1,211.61

Finance 65.00 15.00 80.00 80.00

Water supply 
and other 
infrastructure 
and municipal 
services

100.00 100.00 100.00 200.00

Transport 
and ICT

165.00  9.00 174.00 174.00

Multisector 65.00 65.00 65.00

Total 1,125.00 89.00 1,214.00 100.00 216.61 200.00 1,730.61

ADB = Asian Development Bank, ICT = information and communication technology. 

Note:  B loans (complementary financing scheme) are funded by commercial lenders with ADB acting as “lender of record.”

Source: ADB Private Sector Operations Department.

followed by energy sector development (the 
Kandym gas field development). PSOD has 
committed to allocating 25% of its annual 
approvals by number to clean energy 
projects by the end of 2015.3 With 4 of 14 
projects for renewable energy and energy 

efficiency projects during 2011, this target 
was exceeded by 4 percentage points. Other 
notable assistance included SME finance 
programs through the banking sector in 
Armenia and a telecommunications project 
in the Pacific region. 

3 In this report, “clean energy” refers to renewable energy projects, and energy efficiency and conservation projects.

Figure 2 
Approved Assistance by� Subsector, 2011

ICT = information and communication technology, SME = small and medium-sized enterprises.

Note: “Clean energy” refers to renewable energy projects, and energy efficiency and conservation projects.

Source: ADB Private Sector Operations Department.
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$15 (1%)

— $447 (26%)

— $300 (17%)

— $295 (17%)

— $200 (12%)

— $170 (10%)

— $125 (7%)

— $65 (4%)
— $65 (4%)
— $49 (3%)

— 2 (14%)

— 1 (7%)

— 4 (29%)

— 1 (7%)

— 1 (7%)

— 1 (7%)

— 2 (14%)

— 1 (7%)

— 1 (7%)
100
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Figure 3 
Approved Assistance by� Financial Instrument, 2011

Notes: 1.  B loans (complementary financing scheme) are funded by commercial lenders with ADB acting as “lender of 
record.”

 2.  Approved assistance in 2011 includes $1,731 million of new assistance (as loans, equity investments, B loans, and 
guarantees). A project may involve more than one financial instrument.

Source: ADB Private Sector Operations Department.
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— $417 (24%)

— $100 (6%)
— $89 (5%)

— 9 (64%)

— 3 (21%)

— 1 (7%)

— 4 (29%)

In keeping with its mandate, 
ADB strived to assist and 
promote the development 
of the private sector in the 
neediest of ADB’s DMCs.

Figure 3 shows that loans and guarantees 
were the main financial instruments used, 
accounting for 89% of total assistance in 
2011. B loans—where ADB is the lender 
of record but the loans are funded by 
other institutions—and equity investments 
accounted for the remaining instruments.

In keeping with its mandate, ADB strived 
to assist and promote the development of 
the private sector in the neediest of ADB’s 

DMCs. PSOD targets having 40% of its 
annual approvals by number in Group A and 
B countries by the end of 2015.4 In 2010, 
40% of approvals were already in Group A 
and B countries, and this number increased 
to 50% in 2011 (Figure 4). The 14 projects 
approved in 2011 covered five Group B 
countries (Armenia, Bangladesh, Pakistan, 
Papua New Guinea, and Uzbekistan) and 
two Group A countries (the Lao PDR and 
Solomon Islands).5 

Annex 1 presents the data for signed 
assistance in 2011 disaggregated by sector, 
country, and financial instrument in order 
to present the actual commitments made 
during the year.6 The majority of signed 
assistance was for the energy sector 
(Annex 1, Table A1.1)

4 ADB classifies its DMCs into three categories: Group A countries are eligible for ADF financing only for 
public sector projects, Group B countries are eligible for financing both from the ADF and ordinary capital 
resources, and Group C countries are only eligible for financing from ordinary capital resources. All PSOD 
assistance is on market-based terms and conditions from ADB’s ordinary capital resources financing even 
when the assistance is to Group A and B countries.

5 Papua New Guinea and Solomon Islands were both covered under one regional project.
6 The signed amounts reflect the commitments based on the terms and conditions in the legal documentation.



Contribution of Private Sector Operations to ADB’s Strategic and Development Priorities | 7

Figure 4 
Approved Assistance by� Country�, 2011

Lao PDR = Lao People’s Democratic Republic, PRC = People’s Republic of China.

Source: ADB Private Sector Operations Department.
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— 2 (14%)
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— 1 (7%)
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Private Sector Portfolio  
as of Year-End 2011

Figure 5 provides PSOD’s portfolio 
disaggregated by sector, outstanding 
balances, and undisbursed commitments, 
as of year-end 2011.7 While the majority 
of the current portfolio comprises 
conventional energy, investments in clean 
energy are increasing rapidly. The figures 
for trade finance are as of year-end 2011 
and do not take into account the roll-
over of short-term trade finance facilities. 
In the finance sector, the majority of the 
portfolio is assistance to the banking sector 
as well as investment funds.

7 The portfolio consists of signed projects only.
8 Group A countries assisted by PSOD are Afghanistan, Cambodia, the Lao PDR, the Maldives, Mongolia, 

Nepal, Samoa, Solomon Islands, and Tajikistan. Group B countries assisted by PSOD are Armenia, 
Azerbaijan, Bangladesh, Georgia, India, Pakistan, Papua New Guinea, Sri Lanka, Uzbekistan, and Viet Nam.

9 Group C countries assisted by PSOD are the PRC, Indonesia, Kazakhstan, Malaysia, the Philippines, and 
Thailand.

Figure 6 presents PSOD’s portfolio by 
financial instrument. Loans continue to 
dominate the portfolio (55%), followed 
by equity investments (23%). At the 
end of 2011, the TFP comprised 18% 
of the portfolio. The investment in debt 
securities resulted from the restructuring 
of some loans.

Projects and investments in Group A 
and Group B countries (excluding India) 
comprised 16% of the portfolio by volume 
and 28% of the portfolio by number, as 
shown in Figure 7.8 Group C countries 
(excluding the People’s Republic of China 
[PRC]) make up a further 21% of the 
portfolio by volume and 16% by number.9 
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incl. = including, SME = small and medium-sized enterprises.

Note: Clean energy refers to renewable energy projects and energy efficiency and conservation projects.

Source: ADB Private Sector Operations Department.

Figure 5 
Portfolio Distribution by� Subsector, Year-End 2011 ($ million)
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Figure 6 
Portfolio Distribution by� Financial Instrument, Year-End 2011 ($ million)
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Figure 7 
Portfolio Distribution by� Country� Group, Year-End 2011

PRC = People’s Republic of China, TFP = Trade Finance Program.

Notes:  Group A countries assisted by the Private Sector Operations Department (PSOD) are Afghanistan, Cambodia, the Lao 
People’s Democratic Republic, the Maldives, Mongolia, Nepal, Samoa, Solomon Islands, and Tajikistan. Group B 
countries assisted by PSOD are Armenia, Azerbaijan, Bangladesh, Georgia, India, Pakistan, Papua New Guinea, 
Sri Lanka, Uzbekistan, and Viet Nam. Group C countries assisted by PSOD are the PRC, Indonesia, Kazakhstan, Malaysia, 
the Philippines, and Thailand.

Source: ADB Private Sector Operations Department.
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The PRC and India together comprise 
34% of the portfolio by volume and 30% by 
number. The remaining portfolio is made up 
of regional assistance and the TFP. 

ADB’s TFP provides credit guarantees, 
risk participation agreements, and revolving 

credit facilities in support of trade.10 
In 2011, through its partnerships with 
more than 200 banks, the TFP facilitated 
over $3.5 billion in trade, $2.4 billion of 
which was cofinancing. The TFP supported 
1,063 transactions for intraregional trade 
and 728 for bilateral trade between DMCs. 
The TFP supported 668 SMEs in 2011. 
While the TFP operated in 16 DMCs in 
2011, its five most active markets were 
Bangladesh, Nepal, Pakistan, Sri Lanka, 
and Viet Nam. Figure 8 provides further 
details about funding under the TFP.

One of the main characteristics of PSO is 
co-investment and cofinancing with other 
financiers (Box 1). 

In 2011, through its 
partnerships with more than 
200 banks, the Trade Finance 
Program facilitated over 
$3.5 billion in trade, $2.4 billion 
of which was cofinancing.

10 Ninety percent of TFP transactions are in Group A and B countries, excluding India.
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The Private Sector Operations Department co-invests with other financiers in project finance transactions and private 
equity funds. The figure shows the size of its co-investment relative to the overall project finance and equity investments 
it engages in. As seen in the figure below, loans by the Asian Development Bank (ADB) of $3,883 million for project 
finance contributed to projects with a total estimated cost of $28,650 million (co-investments from other financiers 
amounted to 6.4 times ADB’s funded participation). Similarly, ADB’s $789 million investment in private equity funds was 
matched by $4,754 million from other financiers (6.0 times ADB’s committed capital).

Box 1
Total Resources Invested in Projects and Private 
Equity Funds Supported by the Private Sector Operations 
Department as of Year-End 2011

Note: This co-investment is not the same as direct value-added cofinancing.

Source: ADB Private Sector Operations Department.

Box Figure 1 Share of ADB Assistance in Project Finance and Private Equity Funds Supported as of Year-End 2011

Total Project Cost: $28,650 million

Project Finance

Total Committed Capital: $5,543 million

Private Equity Funds

Other
financiers:

$24,767 million

ADB
assistance:

$3,883 million

Other
financiers:

$4,754 million

ADB
assistance:
$789 million

Figure 8 
Trade Finance Program, 2009–2011 ($ million)

TFP = Trade Finance Program.
a  TFP exposure is the cumulative value of ADB’s TFP transactions per annum, net of cofinancing.

Source: ADB Private Sector Operations Department.
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Total TFP Support 1,896 2,765 3,523
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Table 2  Contribution to Country� Strategy� 
and Planning Exercises, 2011

Item Number

Country partnership strategies 16

Country operations business plans  8

Private sector assessments  7

Source: ADB Private Sector Operations Department.

Contribution of 
the Private Sector 
Operations 
Department to 
ADB’s Strategic 
Planning
PSOD contributes to ADB’s strategic 
planning by (i) collaborating with regional 
departments during country and sector 
strategy formulation and business planning 
exercises, (ii) providing advisory services 
to regional departments and DMCs as 
needed, and (iii) participating in ADB’s 
knowledge networks.

Collaboration with Regional Departments 
in Country Strategy and Planning Exercises

PSOD continuously engages with the 
regional departments in country strategy 
formulation and programming. In 2011, 
PSOD coordinated its contribution to 
16 DMC country partnership strategies, 
which were at various stages of processing. 
Activities included participation in meetings 
and informal board seminars; review, 
comments, and negotiations over the 
formulation of country partnership strategies 

and sector assessments; and participation 
in country consultation missions, where 
appropriate. PSOD also reviewed and 
provided comments on eight country 
operations business plans. In the context of 
private sector assessments, PSOD assisted 
with the development and review of terms of 
reference and the selection of consultants. 
It also provided comments on seven private 
sector assessments (Table 2). 

PSOD contributes to ADB’s strategic 
planning by� (i) collaborating with regional 
departments during country� and sector 
strategy� formulation and business planning 
exercises, (ii) providing advisory� services 
to regional departments and DMCs as 
needed, and (iii) participating in ADB’s 
knowledge networks.

Advisory Services on  
Public–Private Partnerships

PSOD provided support to regional 
departments (and through them, to client 
governments) on the structuring of public–
private partnership (PPP) transactions and 
provided advice on the identification of 
potential PPP projects to DMC governments 
through the regional departments. The PPP 
advisory team’s core competency is advising 
clients on the most appropriate allocation of 
risk and responsibilities between different 
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Table 3 Participation in Knowledge Networks, 2011

Communities of Practice

Number of PSOD Staff

In committee leading 
the networks

As a member of 
the networks

Energy 4 8

Financial Sector Development 2 11

Transport – 10

Water 1  6

Social Development and Poverty –  7

Environment 1  8

Public–Private Partnership 1  4

Gender –  3

Public Management and Governance 1  1

Regional Cooperation and Integration 1  –

Urban –  1

Education –  1

Health –  1

– = nil.

PSOD = Private Sector Operations Department.

Source: ADB Regional and Sustainable Development Department.

parties to generate credible and bankable 
transactions. During 2011, the team assisted 
in the conceptualization of infrastructure 
projects in Cambodia, the PRC, the Lao 
PDR, Mongolia, Papua New Guinea, the 
Philippines, Solomon Islands, Timor-Leste, 
and Viet Nam. Upstream advice was 
provided for waste-to-energy conversion, 
hydropower, an undersea cable project, 
water supply infrastructure, government 
accommodation, an airport project, and 
seaport projects. 

At the strategic level, the team 
collaborated with the PPP centers or 
units of the governments of Mongolia, 
the Philippines, and Viet Nam. The team 
contributed to the drafting of ADB’s PPP 
Operations Plan. It also collaborated 
with the urban, transport, health, and 
education communities of practice (CoPs). 
The team contributed to the country 
partnership strategy processes in Malaysia 
and Sri Lanka and advised the Cities 
Development Initiative for Asia. It was also 
engaged in various knowledge-sharing 
events including business opportunity 

seminars in Madrid and Lisbon to showcase 
ADB’s PPP products to potential sponsors.

PSOD is currently advising the Government 
of Mongolia on ADB’s first advisory 
mandate awarded on a contractual and 
fee basis. ADB has been appointed as 
the mandated advisor for structuring 
a 450-megawatt (MW) combined heat 
and power project in Ulaanbaatar being 
developed on a PPP basis. Procurement for 
this $900 million project has been initiated 
and bids from interested international 
bidders are expected in mid-2012. 

Participation in Knowledge Networks

CoPs are peer-to-peer knowledge networks 
for learning and building staff capacity 
in specific sectors and thematic areas. 
Each CoP has a technical committee 
that leads the activities of the network. 
PSOD staff participated in all 13 CoPs, 
taking a leadership role in 7 (Table 3). 
They had greater involvement in the energy, 
finance sector development, transport, and 
environment CoPs.
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Development Outputs 
and Outcomes of 
Private Sector Operations

11 As in the 2009 and 2010 development effectiveness reports, the set of projects used to determine expected 
outcomes and outputs remains the same; therefore, many of the results are unchanged. Where new information 
is available, the results have been updated.

12 ADB. 2008. ADB Results Framework. Manila. The CRF indicators for ADB’s core sector outputs and outcomes 
are those provided in ADB’s Development Effectiveness Review 2010 Report.

13 The sectors covered are energy, telecommunications, transport, and water in infrastructure. Capital markets 
include bank and nonbank financial institutions (including loans to SMEs and housing finance), and private 
equity funds.

The performance of ADB private sector 
investments as of the end of 2011 is 
assessed by (i) providing a summary in 
terms of economic and financial rates of 
return, and (ii) discussing the progress 
made in delivering core outputs and 
outcomes from PSO as of 2011 and those 
to be delivered after 2012.11 The core sector 
output indicators include indicators from 
the ADB corporate results framework (CRF) 
for energy, transport, and water that are 
applicable to PSO.12 Additional indicators 
relevant to PSO for telecommunications, 
financial institutions, and equity funds are 
included to provide a better representation 
of the range of projects financed. A more 
detailed analysis is provided separately 
for each sector.13 The contribution of PSO 
to generic outputs and outcomes (direct 
employment generated, development of 
markets for local goods and services, and 
contribution to government revenues) 
is discussed. The wider qualitative 

development impact of ADB’s PSO is 
discussed in the next section.

Since the introduction of a new design 
and monitoring framework in mid-2009, 
information on development outputs 
and outcomes of PSO is being collected 
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14 The new design and monitoring framework for PSO was introduced on a trial basis in 2009, and became 
mandatory in January 2010. 

15 It should be noted that the numbers are not statistically representative of the PSOD portfolio.
16 PSOD is aligned with 16 of the 19 ADB CRF indicators (excluding indicators for education). Table 5 lists only 

9 of the 16 indicators. The remaining 7 CRF indicators relevant to PSO are not applicable to the projects 
covered in Table 5. All the 16 CRF indicators applicable to PSO are listed and highlighted in Annex 2.

Table 4 Financial and Economic Performance of Private Sector Operations (%)

FIRR WACC EIRR

Sector Appraisal XARR Appraisal XARR Appraisal XARR

Infrastructure

 Water supply  9.0  9.4 6.3  8.2 17.8 11.0

 Transport 16.3 20.3 11.7  7.6 22.8 29.0

 Energy 12.1 10.4 7.9  6.7 20.8 26.0

Financial Institutions

 Banks 20.3 34.5 NA 14.9 20.0 35.1

 Nonbank institutions 16.8 32.7 NA 13.0 20.0 35.7

EIRR = economic internal rate of return, FIRR = financial internal rate of return, NA = not applicable, WACC = weighted average 
cost of capital, XARR = extended annual review report.

Source: ADB extended annual review reports.

more systematically.14 Annex 2 contains 
a comprehensive list of sector-specific 
indicators that capture key development 
results of PSO. Additional information 
for these indicators will be reported in 
subsequent reports as it becomes available.

Progress in  
Achieving Outputs  
and Outcomes Targets 
for 2009–2012
To assess PSOD’s overall performance 
in earlier years, this report examined the 
project completion reports prepared for 
projects approved during 1998–2006. 
Private sector project completion reports 
are called extended annual review reports 
(XARRs). Key economic and financial 
indicators, such as the economic internal 
rate of return (EIRR), financial internal 
rate of return, and weighted average cost 
of capital during project completion, 
were compared with the values at project 

appraisal. Table 4 provides information 
for 22 projects—10 in infrastructure and 
12 in capital markets.15 Besides the water 
sector, which has an average EIRR of 
11%, average EIRRs are above 20%. The 
difference between the financial internal 
rate of return and the weighted average 
cost of capital is a key measure of financial 
sustainability. In general, energy projects 
have had a smaller margin between the 
financial internal rate of return and the 
weighted average cost of capital than other 
projects. This is primarily because the 
energy projects included in this sample are 
mainly take-or-pay contracts in which the 
government provides an assured revenue 
stream, thus enabling the sponsor to work 
within tighter margins.

Projects approved during 1998–2006 
are expected to produce outputs during 
2009–2012. The outputs targeted for these 
projects are compared with the actual 
outputs delivered by 2011 or outputs yet to 
be delivered from the same set of projects.16 
Data for infrastructure and capital markets 
are provided in Table 5. 
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Table 5  Progress in Achieving the Private Sector Operations Department’s Outputs and 
Outcomes Targets for 2009–2012

Indicator

Outputs 
Programmed 
for 2009–2012

Delivered 
in or 

before 
2011

Delivered 
(%)  

in or before 
2011

Expected to Be 
Delivered (%) Outputs 

Delivered 
and 

Expected (%)
In 

2012
After  
2012

INFRASTRUCTURE

Energy�

Installed energy generation 
capacity (MW equivalent)

13,911 13,832 99.4 0.6 0.0 100.0

Transmission lines installed 
or upgraded (km)

1,150 1,113 96.8 3.2 0.0 100.0

Distribution lines installed 
or upgraded (km)

48,000 40,000 83.3 0.0 16.7 100.0

Greenhouse gas emissions 
reduction (tCO2-equiv/yr)

2,844,580 2,844,580 100.0 0.0 0.0 100.0

Telecommunications

Active customers (number) 4,657,147 23,098,000 496.0 0.0 0.0 496.0

Indirect employment 
generated

35,000 135,000 385.7 0.0 0.0 385.7

Transport

Expressways built or 
upgraded (km)

84 84 100.0 0.0 0.0 100.0

Beneficiaries from road 
projects (number)

not estimated 4,738,877 NA NA NA NA

Water

Water supply pipes installed 
or upgraded/length of 
network (km)

27 27 100.0 0.0 NA 100.0

New households served 
with water supply (number)

not estimated 50,000 NA NA NA NA

CAPITAL MARKETSa

Financial Institutions 
(Bank and Nonbank)b

SME loan accounts  
opened/end-borrowers 
reached (number)

1,915 not 
estimated

NA NA NA NA

SME loans provided 
(amount in $ million)

109 not 
estimated

NA NA NA NA

Funds

Resources made available 
to portfolio companies 
(amount in $ million)

2,297 2,671 116.3 0.7 0.8 117.8

Companies assisted 
(number) 

221 281 127.1 0.6 1.4 129.1

km = kilometer, MW = megawatts, NA = not applicable, tCO2-equiv/yr = tons carbon dioxide equivalent per year.
a Capital markets in private sector operations include bank and nonbank institutions and private equity funds.
b  Circumstances have made it difficult to estimate the achievement the target for loans to small and medium-sized enterprises. 

Please see footnote 17.

Note:  Indicators in green are those included in ADB’s corporate results framework, and indicators in blue are additional 
indicators for private sector operations. 

Source: ADB Private Sector Operations Department. 
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Source: ADB Private Sector Operations Department.

The New Bong Escape Hydropower Project—Pakistan’s first independent hydroelectric power producer—will be vital 
to easing the country’s power shortages. The average national shortfall of almost 6,500 megawatts during periods 
of peak demand has contributed to Pakistan’s economic underperformance. Power outages are common across the 
country, necessitating power rationing of up to 8 hours per day in urban centers, and leading to general consumer 
discontent and occasional demonstrations.

Ironically, the country has an abundance of hydropower potential, the development of which has been stalled due to 
the tight fiscal situation and limited domestic and international financing appetite. 

This 84-megawatt project is expected to produce 540 gigawatt-hours per annum of low-cost hydropower over the 25-year 
concession upon commencement of commercial operations in June 2013. Construction started in January 2010 and is 
expected to create 600 jobs during this phase and 100 after construction. 

The Asian Development Bank led the financial structuring of this project and worked with the sponsors to mobilize 
critical commercial cofinancing from the International Finance Corporation, the Islamic Development Bank, 
PROPARCO, and two of the leading local commercial banks. 

The project was registered in January 2009 under the Clean Development Mechanism of the United Nations Framework 
Convention on Climate Change and has the distinction of being the first such registered hydropower project in Pakistan. 

Gaining international recognition in December 2009, the project won the Euromoney Project Finance Magazine 
Middle East renewable deal of the year award.

Box 2
At the Forefront of Pakistan’s Hydroelectric Infrastructure
The New Bong Escape Hydropower Project
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XARRs, audited financial statements, 
and selected quarterly reports and private 
sector monitoring reports prepared 
in 2011 were used to compare actual 
outputs and outcomes against targets. 
Staff estimates were used to determine 
outputs to be delivered in and beyond 
2012. Computations are based on available 
project information, including approved 
changes in scope and updates of expected 
project completion dates. 

Targets in the energy sector are from 
projects in Bangladesh, India, Indonesia, 
the Lao PDR, Pakistan, Sri Lanka, Thailand, 
and Viet Nam. Targets for installed energy 
generation capacity (in MW equivalent) are 
composed of 9,828 MW of installed capacity 
for power generation, and 4,083 MW 
equivalent of refinery capacity. The 
remaining 1% target for installed capacity 
will be achieved by 2013 from the New Bong 
Escape Hydropower Project (Box 2).

All targeted power and gas transmission 
lines have been achieved by 2011. Eighty-
three percent of targeted energy distribution 
lines, all of which are gas distribution lines, 
have been delivered. The other 17% will be 
delivered after 2012. The delayed delivery 
is due to unexpected constraints in gas 
supply, and price caps on piped natural 
gas that has affected the financial viability 
of the piped natural gas segment of the 
market. The demand for piped gas in the 
area is sufficiently high to ensure that the 
target will be met eventually, though not in 
the time period that was anticipated during 
project appraisal.

The targeted reduction in greenhouse gas 
(GHG) emissions during 2010–2012 was for 

17 PSOD has refrained from reporting outputs for these banks as credit-related difficulties at two banks in 
Kazakhstan (Alliance Bank and Bank TuranAlem) have made evaluation of their SME outreach difficult. 
The transactions were targeted for onlending to SMEs and were disbursed fully. The two banks filed for 
bankruptcy in 2009, which impeded analysis of the efficiency of their SME program. Two other SME-targeted 
transactions were undertaken with Kazakh banks and have performed satisfactorily.

one project in the Lao PDR that had already 
been delivered. Other energy projects 
approved from 2000 to 2003 in Bangladesh, 
Thailand, and Viet Nam did not indicate 
target reductions in GHG emissions, but 
data collected for these projects as part of 
XARR preparation and other monitoring 
activities have shown that they have reduced 
emissions by 423,565 tons of carbon dioxide 
(CO2) equivalent per year. These additional 
reductions are not shown in Table 5. 

All targets for development of infrastructure 
for the telecommunications, transport, 
and water sectors have either been met 
or exceeded. No initial estimates were 
made for improving access to services 
from the transport and water sectors but 
end-of-project estimates made by PSOD 
staff indicate that close to 5 million people 
have benefited from a road project in the 
Philippines and 50,000 households have 
benefited from a water supply project in 
the PRC.

PSOD projects in the capital markets have 
focused on finance for housing, small 
and medium-sized enterprises (SMEs), 
and private equity funds. PSOD supported 
housing finance projects in India and 
Sri Lanka during 1998–2006, but targets 
and outputs for these projects were not 
estimated at the time of approval or at 
project completion. Completion reports 
were prepared for the two banks that were 
expected to deliver 1,900 SME loans, and 
they show that the SME loan accounts 
from the time of ADB’s assistance 
increased by 27,000. However, as these 
banks had their loans restructured, it is not 
clear if the increase can be attributed to 
ADB’s assistance.17
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For private equity funds, targets for both 
the resources made available to portfolio 
companies and the number of companies 
assisted were exceeded by 2011, and there 
will be further delivery of outputs and 
outcomes by the time of final termination of 
these funds.

Sector Outputs 
and Outcomes
In addition to the core outputs and 
outcomes reflected in the ADB CRF, PSOD 
developed further, sector-specific indicators 
to capture more comprehensively the 
outputs and outcomes of PSO (Annex 2). 
These are discussed below.

Because a number of targets for 2012 
have already been met or exceeded, this 
subsection enlarges the scope of the 
discussion by examining outputs to be 
delivered by 2016 from infrastructure projects 
that were approved during 2007–2011.18 
For projects in the capital markets, expected 
outputs are from projects for which 
disbursements have been made. Since 
information on the longer list of indicators 
has only been systematically collected since 
January 2010, this information is relatively 
sparse (Annex 2).19 When more information 
becomes available, it will be reported in the 
main text of future reports.

The feature boxes discuss in greater detail 
projects that have demonstrated wider 
development impact or have provided 

innovative solutions to pressing problems 
at the time of their approval. 

Energy 

CRF indicators for the energy sector include 
generation, transmission and distribution, 
GHG reduction, and households connected. 
Additional PSO indicators are for renewable 
energy, energy efficiency, and system 
transmission and distribution losses 
(Annex 2, Table A2.1). 

Power generation capacity of about 
10,000 MW will be installed in the PRC, India, 
the Lao PDR, Pakistan, the Philippines, and 
Thailand. About a third of this will be from 
renewable sources. A completion report was 
prepared earlier than scheduled for a project 
in the Philippines that aimed to improve the 
efficiency of a generation plant. This project 
quadrupled the plant’s dependable capacity 
from 150 MW to 600 MW.

The successful privatization of a municipal 
electricity utility in Pakistan is expected to 
rehabilitate power generation facilities, lead 
to the construction of new facilities, and 
contribute to most of the increase in the 
utility’s power generation outputs in 2013.20 
The construction of a coal-fired power plant 
in India using supercritical technology is 
expected to have power generation outputs 
of 4,000 MW in 2014. Power generation 
outputs for 2015 to 2017 reflect a clear 
shift in ADB strategy toward supporting 
renewable energy in the PRC (hydropower 
and wind), India (solar), Pakistan (wind), 
and Thailand (solar).

18 Currently, ADB’s methodology for overall development effectiveness reporting expects outcomes to be 
delivered within 6 years of project approval. However, in the case of PSO, outcomes are generally achieved 
over a shorter time span, and therefore it may be appropriate to consider using a different methodology for 
assessing the development effectiveness of PSO in the future.

19 The development indicators for PSO became fully operational in January 2010. Before that, systematic 
information on PSO was not collected.

20 The project involves two power stations, one of which became fully operational in February 2010 and has 
a power output of 220 MW. The second power station is targeted for completion in May 2012 and when 
completed will have a power output of 560 MW.
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Source: ADB Private Sector Operations Department.

Cambodia has one of the lowest electrification rates in Southeast Asia. The country suffers from insufficient, unreliable, 
and expensive power due to a reliance on small diesel generators and plants based on heavy fuel oil, and fragmented 
and unconnected power grids.

Cambodia Power Transmission Lines was established for the construction of power transmission lines to bring power 
from Thailand to Cambodia’s northwest provinces of Banteay Meanchey, Battambang, and Siem Reap. The project 
included a 221-kilometer single-circuit 115-kilovolt (kV) transmission line, three 115 kV/22 kV substations, and 
a 115 kV switching station. Construction began in 2006 and the transmission lines were commissioned by 2007.

The transmission lines facilitate a continuous and steady supply of lower cost electricity to the three provinces. 
The tariff in Thailand is significantly lower than the average tariff in Cambodia translating to 20%–40% savings in retail 
tariffs for the three provinces. In areas where generation still depends on diesel and heavy fuel oil, tariffs are 3–5 times 
higher. Furthermore, the total energy sold to consumers in the three provinces tripled from less than 80 gigawatt-hours 
in 2005 to 238 gigawatt-hours in 2010. The number of customers in the three provinces that are connected to the grid 
increased by 131% during 2005–2010, which has contributed to an increase in Cambodia’s electrification rate from 
15% in 2007 to 24% in 2010. 

To support private investment, the Asian Development Bank provided a $7 million private sector loan and played an 
anchor role in catalyzing long-term debt financing from other private and international sources.

This is Cambodia’s first commercially financed transmission line and a pioneer in project finance for the country.

Cambodia Power Transmission Lines

Box 3
Catalyzing Private Capital to Bring Power to Cambodia
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A power transmission project in Cambodia 
added 221 kilometers (km) of power 
transmission lines to import power from 
Thailand to service three underdeveloped 
provinces in Cambodia’s northwest 
region (Box 3). In addition, the planned 
expansion of 1,500 km of municipal natural 
gas pipelines in the PRC will extend the 
supply and distribution of gas to satellite 
cities by 2016. This project will benefit 
500,000 households. The privatization of the 
municipal electricity utility in Pakistan is 
expected to provide electricity connections 
to 1.5 million new households.

Seven renewable energy and energy 
efficiency projects approved in 2011 have 
indicated targets for GHG emissions 
reductions totaling 9.1 million tons of 
carbon dioxide equivalent per year by 2017. 
These projects are in Bangladesh, India, the 
Lao PDR, Pakistan, and Thailand. Before 
2017, large reductions in GHG emissions 
are to be delivered from three projects in 
the PRC.21 The first is a municipal energy 
infrastructure development project, 
which will introduce combined heat and 
power technologies, reduce operational 
inefficiencies, and lead to a reduction in 
GHG emissions of 13.5 million tons of CO2 
per year. The project modality is expected to 
be replicated by other municipalities. The 
second is a small hydropower development 
project to build or rehabilitate and operate 
small hydropower plants in the remote 
central and western regions of the country. 
This project is expected to lead to a 
reduction in emissions of 1.0 million tons of 
CO2 per year and generate carbon credits 
under the Clean Development Mechanism. 
The third is a wind power project in the PRC 
that will lead to emissions reductions of 
1.6 million tons of CO2 per year.

Telecommunications 

PSOD assistance to the telecommunications 
subsector has thus far been in low-income 
(Groups A and B) countries only. The 
first assistance was approved in 1998 for 
Grameenphone in Bangladesh. The Telecom 
Development Company Afghanistan 
(Roshan) has received assistance from 
PSOD three times since 2004, assistance to 
Digicel in Papua New Guinea was approved 
in 2009, and assistance was approved in 
2011 for BeMobile in Papua New Guinea and 
Solomon Islands. 

Partnerships have been instrumental 
in ADB-supported telecommunications 
projects. The initial Grameenphone 
project and its subsequent expansion 
were financed in partnership with the 
International Finance Corporation, the 
Norwegian Agency for Development 
Cooperation, and various commercial 
banks. The first assistance to Roshan 
was in partnership with the Aga Khan 
Fund for Economic Development. In 
subsequent phases, the partnership was 
first with Promotion et Participation pour 
la Cooperation Economique (PROPARCO) 
and later with Deutsche Investitions- 
und Entwicklungsgesellschaft (DEG). 
Assistance to Digicel was in partnership 
with the International Finance Corporation.

Data for telecommunications projects 
cover customers served, reduction 
in the cost of services, and indirect 
employment generated. Additional 
indicators monitor both direct and indirect 
outcomes, including those from ancillary 
services—a major component of such 
projects (Annex 2, Table A2.2). Information 
available indicates that PSOD support 

21 There are many internationally endorsed methodologies for quantifying and monitoring direct GHG emissions 
of projects. Examples of the most authoritative and up-to-date methodologies can be found in the 2006 
Intergovernmental Panel on Climate Change Guidelines for National Greenhouse Gas Inventories available at 
http://www.ipcc-nggip.iges.or.jp/public/2006gl/index.html
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for the development and expansion of 
Roshan and Grameenphone has been 
highly successful in terms of customers 
served and employment generated. Data 
collected for Grameenphone and Roshan 
indicate the number of customers served 
is over 23 million, compared to the target 
of about 4.6 million. Roshan’s customer 
base reached 5.3 million by the end of 2011, 
far exceeding the target of 2.2 million at 
the time of approval. Digicel’s target for 
subscribers of 0.5 million has already been 
exceeded, well ahead of schedule. Digicel 
also aims to reduce the cost of services 
by 20% by 2012. The estimated indirect 
employment generated from Grameenphone 
is over 135,000 jobs—almost 4 times the 
target. Employment estimates for the other 
two projects have yet to be made. BeMobile 
expects to add 300,000 customers by 2017.

Transport 

PSOD’s projects in the transport sector 
include construction of national highways, 
tollways, and an airport. In the Philippines, 
84 km of expressway were rehabilitated, 
and the number of beneficiaries from this 
project is estimated at 4.7 million people. 
Expected outputs and outcomes in Annex 2, 
Table A2.3 are from an airport project in 
Armenia. By 2016, the airport project will 
expand passenger capacity to 1.4 million—
an increase in aircraft movement capacity 
to 18,800 airplanes per year. The airport is to 
be completed in 2012.

Water, Wastewater, and 
Solid Waste Management 

Indicators for water and wastewater 
projects include the expansion of 
water supply networks, number of new 
beneficiaries of potable water (piped and 
nonpiped), and increase in wastewater 
treatment capacity (Annex 2, Table A2.4). 
Available data cover two notable examples 

of PPPs, one in the PRC and the other in 
Indonesia. While the PRC project has been 
completed, outputs under the project in 
Indonesia are to be delivered by 2015 and 
include 480 km of water pipelines as well 
as a 9% reduction in water losses. With 
40,750 new households already connected 
to a safe water supply by the end of 2011, 
the project is making good progress toward 
the target of providing safe drinking water 
to 65,000 new households by 2015. It has 
also reduced distribution losses from 49% 
at the time of appraisal to 42% by the end of 
2010. A river basin water pollution control 
and management project in the PRC will 
substantially increase both the wastewater 
treatment capacity (2 million cubic 
meters per day) and the actual amount of 
wastewater treated annually (750 million 
tons) by 2016. Support for a private sector 
company in the PRC’s urban water sector 
aims to provide water to 5 million new 
households across the country by 2017 
and install water treatment capacity of 
20 million cubic meters a day by 2017. 
The project is helping to privatize water 
distribution and treatment in secondary 
cities across the country.

Bank and Nonbank Financial Institutions 

PSOD assistance for bank and nonbank 
financial institutions covers equity 
investments, loans and guarantees to 
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Source: ADB Private Sector Operations Department.

Small and medium-sized enterprises (SMEs) are engines of growth; however, in the People’s Republic of China (PRC) 
they continue to face tremendous challenges in accessing financing. Despite the emergence of city commercial banks 
(CCBs) in recent years, SME financing remained limited. The CCBs were relatively new and inexperienced, requiring 
substantial capacity-building assistance to address critical weaknesses. Many were anticipated to have difficulties 
sustaining growth rates without jeopardizing asset quality and capital requirements.

To bridge this gap, the Asian Development Bank (ADB) infused $30 million in equity capital in the Bank of 
Hangzhou (BOH) and provided technical assistance in corporate governance, anti-money-laundering activities, 
environmental management and safeguards, and SME finance and business strategy.

The BOH has grown rapidly since ADB’s investment, expanding from a small in-city bank into one of the PRC’s 
leading CCBs. Its network has grown to 107 branches in six provinces and municipalities, and it maintains quality 
assets and strong profitability. The Top 1000 World Banks 2010 survey conducted by The Banker magazine ranked 
the BOH 395th overall and 24th among the 84 PRC banks on the list.

This growth has enabled the BOH to significantly enhance its services to SMEs, primarily through improved access 
to affordable financing. By June 2011, the BOH had extended over 24.2 billion yuan in loans to more than 30,000 
SMEs—more than 3 times the volume and size of its transactions in 2007. 

The BOH has been recognized as the best financial services provider to SMEs by both the provincial government 
and its banking regulator. ADB’s support to the BOH has had a demonstrative effect on banking reform, proving that 
enhanced corporate governance combined with effective risk management can transform financial institutions into 
viable, sustainable, and competitive players in the banking sector. In addition to being a model for other CCBs, the 
BOH now shares best practices with rural banks in inner provinces.

Box 4
Fortifying the Growth of Small and Medium-Sized 
Enterprises through Financial Intermediation
Equity and Technical Assistance to Bank of Hangzhou, People’s Republic of China



After prolonged civil strife and conflict, Afghanistan’s 
infrastructure and finance sectors were in a desperate 
state, human resources and social capital were severely 
depleted, and public institutions were hindered by 
weak capacity. 

While the international community exerted considerable 
effort to support the rebuilding of the country’s private 
sector, challenges remained in the reconstruction of the 
finance sector as a result of corruption in Kabul Bank, 
impeding development and damaging public confidence. 

In 2003, the Asian Development Bank, together with Afghan 
Investment Partners, Horizon Associates, and Wilton 
Holdings, formed the Afghanistan International Bank (AIB).  

The AIB was established as a purely private-sector-driven 
commercial bank to operate in line with international best 
practices. In the midst of Afghanistan’s bleak scenario, the 
AIB, with its strong ethical standards, thrived and achieved 
an impressive financial performance. 

It paved the way for rebuilding this critical sector, 
encouraging other international finance institutions to 
enter the market. Soon after, five more local private 
commercial banks were established.  

Despite the difficult operating environment and poor 
business climate, the AIB managed to stand out from 
its peers. Although it experienced recurring losses in its 
early years of operation, the AIB focused on and adhered 
to good corporate governance, slowly regaining public 
confidence in the banking sector. 

By 2008, driven by its untarnished reputation and the 
quality of its banking services, the AIB became consistently 
profitable and is now Afghanistan’s leading bank.

Box 5
Rebuilding Afghanistan’s 
Banking Sector
Afghanistan International Bank
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banks, trade finance, leasing companies, 
and other nonbank financial institutions. 
At the end of 2011, PSOD had 32 financial 
institutions in its portfolio. Eight of these 
are banks that provide support to SMEs in 
Armenia, Azerbaijan, Georgia, Kazakhstan, 
Mongolia, and Viet Nam. 

In 2010, PSOD adopted a new methodology 
for reporting on the number of SMEs 
reached and funds made available to them. 
The new methodology recognizes the fact 
that the resources made available through 
PSOD loans have a multiplier effect (i.e., they 
would be used repeatedly until the initial 
amount is fully repaid). Annex 2, Table A2.5 
reports numbers that resulted from the 
new methodology as applied to projects 
supporting SMEs that were approved from 
2007 to 2011, and to which ADB has some 
exposure. About 1,500 SME loan accounts 
were opened, with a total amount of $89.93 
million. Over the next 4 years, $52.38 million 
is expected to be provided to approximately 
1,200 SME end borrowers. The average SME 
loan size decreased from about $156,000 in 
2010 to $101,000 in 2011, while the average 
term for SME loans increased from 654 days 
to 846 days, indicating some easing in the 
lending terms.

In Sri Lanka, 349 leasing contracts with 
a total value of $3.08 million had been 
awarded by 2011 through ADB support. 
Over the next 4 years, $1.44 million will be 
provided for 106 lease contracts. 

ADB’s equity infusions in banks strengthen 
their capital base and enable them to 
expand operations into other business 
niches. The experience of the Bank of 
Hangzhou exemplifies this impact (Box 4). 
The equity investment in the Afghanistan 
International Bank is a good example of 
how ADB’s assistance can help introduce 
good governance practices (Box 5). 

Source: ADB Private Sector Operations Department.
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Source: ADB Private Sector Operations Department.

Small and medium-sized enterprises (SMEs) are key drivers of economic growth, significantly contributing to job 
creation and boosting gross domestic product. However, across emerging markets, SMEs face many challenges 
to sustain their pace of growth. The Private Sector Operations Department of the Asian Development Bank (ADB) 
participated in the Mekong Private Sector Development Facility, which conducted a study in 1999 of the SME 
market to determine how it could best support SMEs in the Mekong region. The study identified two main problems: 
(i) structural issues in the region’s credit and financing markets that made it difficult for SMEs to obtain much-needed 
capital, and (ii) limited access to critical technical and business guidance.

With a clear understanding of the market, ADB began working with several fund managers to stimulate interest in 
creating an SME-focused private equity fund. In collaboration with Mekong Capital, the Mekong Enterprise Fund 
(MEF), a 10-year closed-ended fund with $18.5 million in total commitments, was established. ADB contributed 
$4.0 million to the MEF. 

The MEF has since invested in 10 Viet Nam–based SMEs across a range of sectors, including manufacturing, 
information technology, gas distribution, textiles, and printing. With the MEF’s support, these SMEs have created 
3,000 new jobs over the fund’s holding period, increasing employment by more than 50%. Investee revenues also 
increased by 150% during the same period, contributing to Viet Nam’s gross domestic product and increasing annual 
tax revenues by $1.5 million.

ADB not only helped to provide the necessary capital to allow the small fund to achieve new heights, but it also 
attracted other investors to the fund. Following the success of the MEF, Mekong Capital raised two follow-on funds—
MEF II, which attracted $50 million in capital commitments; and the Vietnam Azalea Fund, with capital commitments 
of $100 million—all of which is being reinvested by Mekong Capital to spur Viet Nam’s growth. 

Box 6
Driving Private Equity for Sustainable Growth of 
Small and Medium-Sized Enterprises
Equity Investment in the Mekong Enterprise Fund
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ADB’s membership on Afghanistan 
International Bank’s board encouraged 
the adoption and implementation of 
sound corporate governance and stronger 
internal control policies and procedures. 

ADB’s assistance to the banking sector in 
Georgia has had a catalytic impact on the 
development of new financial products. 
In 2011, three new financial products were 
introduced by an ADB-supported bank 
in Georgia. The Georgian bank offered an 
automatic overdraft facility for SMEs based 
on the SME’s turnover and credit history. 
It also offered, through the European Bank 
for Reconstruction and Development’s 
Energy Efficiency Facility, a lending window 
with attractive interest rates for companies 
wishing to improve their energy efficiency. 
In addition, it introduced a loan product 
for buyers of farm produce from specific 
suppliers accredited by the bank, thus 
providing the liquidity necessary to 
trade these goods. By 2014, four banks 
in Armenia are expected to similarly 
introduce new financial products for 
their customers.

Private Equity Funds

Through its investments in private equity 
funds, ADB invests indirectly in priority 
areas such as SMEs, infrastructure, and 
clean energy. The Mekong Enterprise 
Fund is a typical fund that supports SME 
development (Box 6). Funds with other 
objectives are also supported in order to 
respond to specific situations. The Asia 
Debt Management (ADM) Maculus Fund, 
for example, was created to invest in 
companies that had viable businesses but 
were in financial distress (Box 7).

As of the end of 2011, PSOD’s portfolio 
included commitments to invest 
$789 million in funds with total committed 

Source: ADB Private Sector Operations Department.

In line with its broader strategy to enable a more stable 
and efficient finance sector in Asia, the Asian Development 
Bank (ADB) invested in two private equity funds focused 
on providing capital to companies in Asia that were viable 
but experiencing financial distress. These companies were 
at risk of failing due to unsustainable debt or inertia among 
creditors and other stakeholders. 

ADB invested $20 million in Maculus I in 2004 and 
$25 million in the successor fund Maculus II in 2006. 
The funds were managed by Asia Debt Management 
(ADM), Hong Kong and reached a total fund size of 
$138 million for Maculus I and $338 million for Maculus II. 

The strategy of the Maculus funds was to buy out existing 
creditors of its investee companies and initiate financial 
restructuring, thereby ensuring business sustainability. 
Through the execution of the funds’ strategy of purchasing 
loans and loan portfolios from several banks and asset 
management companies, the funds benefited the 
investment environment by contributing to the lowering of 
the nonperforming loan ratio of the local banking system.

Furthermore, the funds’ efforts to resuscitate distressed 
companies also helped to avoid the negative economic 
consequences of business failure. Without the 
capital support and restructuring expertise of ADM, 
some companies might have entered or remained in 
bankruptcy and faced extended periods of stagnated 
operations, if not complete cessation. This would have 
had a significant adverse impact on their employment 
levels, revenues, demand for inputs, taxes paid, and 
interest and loan payments.

Maculus I and II contributed to the financial restructuring 
of distressed companies in ADB’s developing member 
countries by helping preserve jobs and diminish 
systemic risk in the local banking system.

Box 7
Helping Distressed 
Companies— 
A Success Story
Equity Investments in Asia Debt Management 
(ADM) Maculus Funds I and II
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capital of $5,543 million including 
commitments from other investors (Box 1). 
Of these funds, 24 were regional funds and 
the rest were single-country funds in the 
PRC, India, Pakistan, the Philippines, and 
Thailand. On average, ADB contributed 
14% of total committed capital for these 
funds; however, in seven of the nine 
clean energy or environment funds, ADB 
contributed more than 20% of the total 
committed capital.

Twenty-two funds are in their divestment 
periods and have invested $2,176 million 
into 246 SMEs, environment initiatives, 
and infrastructure companies. Fourteen 
funds are still in their investment periods 
and have supported 69 companies with 
$831 million. It is expected that a further 
$578 million (including $99 million from 
ADB) will be invested in 75 companies 
during 2012–2017 (Annex 2, Table A2.6). 

The targets for investees with positive 
growth or good financial performance, 
and investees with improved governance 
and transparency, are to be reported near 
to the end of the funds’ lives, which are 
typically 8–10 years. Funds usually have 
a 5-year investment period, and need 
another 3–5 years to yield outcomes. 
Good financial performance is defined in 
terms of sales growth, or an increase in 
assets or net income. The establishment 
of international standards for financial 
reporting and corporate governance in 
investee companies is a typical indicator of 
improved governance. 

Generic Outputs and Outcomes

Generic indicators are output and 
outcome indicators that are common to 
all sectors. They have been systematically 
included in project design and monitoring 
frameworks since 2010. Generic indicators 
are used to assess the effect of PSO 
on the domestic economy in terms of 
local market development, employment, 
and government revenues. The generic 
indicators used by PSOD are the (i) amount 
of goods and services purchased locally 
as a result of the project, (ii) project’s 
contribution to government revenues, 
(iii) number of people temporarily employed 
during construction, (iv) number of people 
employed during operation, and (v) number 
of people indirectly employed as a result 
of the project. Annex 2, Table A2.7 lists the 
expected outputs and outcomes for projects 
approved in 2010 and 2011.

Most projects that are able to monitor 
generic indicators are infrastructure 
projects. These indicators are, in general, 
more difficult to track for operations in the 
capital markets. The financial intermediary 
would often have limited or no access to 
such information at the level of the end 
borrower, or investee company. Noting 
some clients’ difficulties in collecting data, 
PSOD continues to improve the indicators 
to make them more relevant and clearly 
understood and is cooperating with other 
international finance institutions to improve 
the formulation and data collection for both 
generic and sector-specific indicators. 
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Contribution to the 
Economic and Social 
Development of the Region
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The role of the private sector in promoting 
the economic and social development of the 
region can be assessed in terms of its direct 
and indirect contribution to the diverse 
development goals of the DMCs. This 
includes the contribution to the Millennium 
Development Goals (MDGs), agreed upon 
by the development community and 
universally accepted, and to newer and 
emerging development challenges such as 
climate change mitigation and social and 
economic inclusion. Promoting inclusive 
growth is one of the key roles that the 
private sector can play. Another important 
contribution of the private sector is the 
promotion of economic growth through 
investments, knowledge transfer, and 
enhanced productivity.22

Research in recent years has demonstrated 
the impact of economic growth on 
poverty reduction and on improving the 

living standards of poor people.23 By 
creating productive work opportunities 
through direct employment in sectors and 
geographic regions that can be accessed 
by the majority of the labor force, both 
poor and middle-class, the private sector 
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not only promotes growth but supports 
inclusiveness. By improving the availability 
and quality of goods and services such 
as housing, infrastructure, health, and 
education, the private sector can help 
increase standards of living beyond the 
reduction of extreme poverty envisaged in 
the MDGs. In this context, the private sector 
can play a critical role in improving service 
delivery through PPPs.24 The private sector 
can also help improve access to finance for 
a wider range of income groups. Further, 
the private sector, through its contribution 
to taxes and duties, is a reliable source of 
revenue for government operations.

Infrastructure
The promotion of broad-based growth 
by helping relieve bottlenecks and 
constraints remains the strategic thrust 
of PSOD’s investments in infrastructure. 
Environmental sustainability is actively 
promoted and helps support one of ADB’s 
key strategic priorities. The main areas of 
focus are energy, telecommunications, 
transport (including ports and airports), and 
water infrastructure (including wastewater 
and solid waste management).

Energy

Demand for energy in the region continues 
to be met primarily through conventional 
energy sources. However, when PSOD 
supports conventional energy projects, 
it promotes combined-cycle, supercritical, 
and other advanced technologies that 
lead to relatively lower emissions. 

24 The Growth Report 2008 states that in some countries 
private participation in infrastructure now accounts 
for as much as half of infrastructure spending.

Source: ADB Private Sector Operations Department.

Hydropower was once the major source of energy in 
Pakistan, accounting for nearly 45% of all electricity 
generation in 1991. However, this share dropped to 28% 
due to the lack of new hydropower plants, and the share 
of thermal generation has increased correspondingly. 
Approximately 70% of installed generation capacity is 
thermal and the vast majority of plants run on imported oil. 

Greenhouse gas emissions are a major concern, and 
the Government of Pakistan has been looking at various 
options to incentivize investors to develop renewable 
power projects, especially wind, given Pakistan’s wind 
power potential of at least 50,000 megawatts (MW). 

The Asian Development Bank (ADB) developed 
Pakistan’s first wind power project with Zorlu Enerji of 
Turkey, owner and operator of Turkey’s largest wind farm. 
ADB led the financial structuring and helped mobilize 
cofinancing from the Economic Trade and Development 
Bank, Habib Bank, and the International Finance 
Corporation. In March 2012, the Zorlu wind power project 
won the Middle East Renewables Deal of the Year award 
by Euromoney Project Finance Magazine.

This 54.6 MW pioneer wind project has had a 
considerable demonstration impact, and several follow-on 
wind projects are now being developed in Pakistan. These 
include the Foundation Wind Energy I and II projects 
(two 50 MW wind farms to be built in Kutti Kun, near the 
city of Karachi), which will also be financed by ADB.

Once complete, the Zorlu and Foundation Wind Energy 
projects will offset 154,274 tons of carbon dioxide per 
year and contribute to the government’s power generation 
targets from renewable energy sources. The projects are 
expected to create 1,020 jobs during construction and 
will employ 190 people once operational. 

Box 8
Pioneering Pakistan’s 
Development in Wind Energy
Foundation Wind Energy and 
Zorlu Enerji Power Projects
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In recent years, PSOD has been making 
a major effort to increase the share of 
clean and renewable energy in its portfolio. 
Clean energy is promoted mainly through 
investing in renewable energy, improving 
energy efficiency, and promoting new 
and innovative technologies. PSOD’s 
projects also help enhance energy security 
by diversifying away from dominant fuel 
sources, which are principally carbon-
based and usually imported. ADB has 
supported innovative projects using 
solar, wind, and biomass technologies 
in countries such as the PRC, India, 
Pakistan, and Thailand, and is entering 
into new areas in Central Asia. PSOD has 
also supported improvements in existing 
technologies to promote energy efficiency. 
Box 8 describes the pioneering work done 
in Pakistan to promote wind energy. Box 9 
gives details of an innovative program that 
uses guarantees to leverage private sector 
lending for solar power in India. Box 10 
describes a project to develop cleaner and 
more efficient gas production in Uzbekistan 
while enhancing transparency and good 
corporate governance. The success of such 
pioneering and innovative projects and 
programs is expected to lead to replication 
both in-country and elsewhere in the 
region, thereby resulting in much broader 
development impact. 

Telecommunications

PSOD began to support telecommunications 
in 1998. The development impact of three 
of the projects supported so far has 
exceeded expectations. A fourth project 
was approved in 2011 to connect two 
Pacific island countries and help them gain 
greater connectivity internationally. All of 
the projects are in low-income countries: 
In the first project—a loan to Grameenphone 
in Bangladesh—PSOD was involved from 
inception and the success of this project is 
widely acknowledged. The second loan was 
to Roshan in Afghanistan. ADB supported 
(i) the start-up of the company, (ii) its rollout 
to countrywide coverage, and (iii) the 
eventual introduction of new services such 
as telephone banking and telemedicine. 
The development impact of all three stages 
has been significant. The third project—
ADB’s first private sector transaction in 
the Pacific—was a loan to Digicel, Papua 
New Guinea, to help the company extend 
its reach beyond urban areas. The fourth 
is a regional mobile telecommunications 
project covering Papua New Guinea and 
Solomon Islands.

The completion report for Grameenphone 
concluded that the project had helped 
reduce rural–urban disparities, and 

In recent y�ears, PSOD has been making a 
major effort to increase the share of clean 
and renewable energy� in its portfolio. 
Clean energy� is promoted mainly� through 
investing in renewable energy�, improving 
energy� efficiency�, and promoting new and 
innovative technologies.
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Source: ADB Private Sector Operations Department.

Solar power generation is well developed in Europe and the United States but is at a very early stage of development 
in Asia. Asian commercial banks generally perceive solar power as high risk. To help bridge this gap in India, the 
Asian Development Bank (ADB) developed a partial credit guarantee supported by a parallel capacity building 
technical assistance program to improve the ability of commercial banks to assess and finance solar power 
generation projects. 

In April 2011, the ADB Board of Directors approved the $150 million India Solar Power Guarantee Facility with the 
twin objectives of making limited recourse debt available at reasonable cost while extending the tenor of loans to 
solar projects. Partial credit guarantees will be issued by ADB to qualifying international and local lenders to cover 
up to 50% of the risk of nonpayment by solar power project borrowers. These are guarantees for loans made to 
finance relatively small (2–25 megawatt) solar power projects in India, where the project size is not conducive to 
stand-alone project financing by international finance institutions.

Because ADB must price the guarantee commensurate to the risks, and this pricing will then be added to the lending 
banks’ margin and passed onto the project developers, there was a concern that the financing scheme would be 
viewed as relatively expensive from the investor’s perspective and in terms of the end-user cost of electricity. It was 
therefore deemed important to have some cost reduction mechanism in place to help stimulate use of the facility and 
the rollout of solar power in India.

Through the Department for International Development of the United Kingdom, on behalf of the Department of Energy 
and Climate Change, the Government of the United Kingdom has approved a $10 million untied grant to ADB to buy 
down the cost of financing by subsidizing the guarantee fee rate. This is expected to strongly support the deployment 
of this novel facility for low-carbon development projects and represents an innovative financing mechanism under 
ADB’s Clean Energy Financing Partnership Facility.

Box 9
Leveraging Private Sector Lending for 
Solar Power through Guarantees
Solar Power Guarantee, India
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Source: ADB Private Sector Operations Department.

Kandym Gas Field Development Project, Uzbekistan

Box 10
Environment Friendly and Economically Efficient 
Gas Production

Natural gas is one of Uzbekistan’s most important export commodities and a key driver of the economy. 
The government has sought to develop new gas resources to replace existing fields where production is declining and 
to meet an expected increase in domestic demand and expanding export markets. However, a shortage of domestic 
financial resources and technical capacity limit the growth of Uzbekistan’s gas sector.

The Asian Development Bank (ADB) is providing a direct loan of up to $100 million and a political risk guarantee of 
up to $200 million to help attract financing from commercial lenders to the Kandym Gas Field Development Project 
for the construction of 126 production wells, 25 gas collection clusters, a gas-processing plant, and other associated 
facilities in Uzbekistan. 

This project is expected to create 7,200 jobs by 2016. 
Natural gas from the Kandym gas fields contains high 
levels of sulfur that require a sophisticated drilling and 
desulfurization process; therefore, a major international 
oil and gas company—Lukoil—will introduce state-
of-the-art technology for environment friendly and 
economically efficient gas production.

The project is expected to help stimulate wider 
investment in Uzbekistan’s gas sector, particularly 
from foreign operators able to bring much-needed 
technical knowledge, development experience, and 
foreign capital. Increased gas production will also 
augment natural gas exports and could lead to the 
development of the downstream petrochemical sector. 
Enhanced gas resources will allow Uzbekistan to 
diversify its export market eastward to the People’s 
Republic of China, and the positive experience of 
foreign commercial banks in financing a large project 
in Uzbekistan is expected to attract new capital 
from international commercial banks and foreign 
investors for other projects.

To facilitate ADB financing, the government has agreed 
to publicly disclose revenues from the project for the 
first time—a welcome step to greater transparency in 
Uzbekistan’s extractive industry. 

had promoted both rural and inclusive 
growth. The project was also found to have 
supported small business development. 
Roshan is Afghanistan’s leading mobile 
phone company and has experienced 
growth far beyond expectations. Initial 

assessments show that ADB’s investment 
in Roshan helped mobilize cofinancing 
from several sources, including other 
development partners and various 
commercial banks. The experience 
with Grameenphone and Roshan was 
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Source: ADB Private Sector Operations Department.

The establishment of a sustainable urban transport company in Bangalore with sound institutional and governance 
structures based on an innovative urban transport financing model is a first for India and could become a model for 
infrastructure development in other states and cities.

Urban centers in India suffer from a lack of mass transit public transport systems. Rapid urbanization is considered a 
barrier to equitable and widespread economic growth. Increased use of private vehicles has led to traffic congestion, 
environmental degradation, inefficient fuel consumption, public health concerns, and economic losses through 
time wastage.

The Bangalore Metro Rail Transit System Project directly addresses these challenges to Bangalore’s growth and 
environment by creating a modern mass transit system that supports economic growth and employment generation, 
and mitigates environmental pollution by providing an alternative to private vehicles. 
 
The project encompasses the development and operation of an urban metro rail transit system in Bangalore 
comprising two intersecting corridors over a length of 42.3 kilometers, with 40 stations, 2 station depots, signaling, 
electromechanical systems, and all ancillary facilities and rolling stock.

ADB will provide a direct loan to the Bangalore Metro Rail Corporation of up to $250 million. The proposed loan will use 
neither the classical project financing structure nor the typical public–private partnership; instead, a new modality is being 
deployed to develop a robust borrowing structure with some key elements of private sector discipline in a publicly procured 
project. The loan was jointly processed by ADB’s Private Sector Operations Department and South Asia Department.  

The project is expected to create 1,700 jobs during its operation and reduce carbon monoxide, nitrous oxide, and 
hydrocarbons in Bangalore by 2.5% by 2020.

Box 11
Spurring Inclusive Sustainable Connectivity
Bangalore Metro Rail Transit System, India
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replicated in Digicel to good effect, and 
the experience of Digicel helped provide 
the incentive to invest in further mobile 
telephony in the Pacific.

Transport

PSOD’s investment in the transport sector 
covers ports and airports, urban transport, 
and national highways and tollways. The 
projects’ objectives were to (i) promote 
mobility of people, (ii) relieve bottlenecks to 
the physical flow of goods and services, and 
(iii) support regional integration. For example, 
the North Luzon Expressway rehabilitation 
north of Manila, Philippines, had a beneficial 
development impact on the local economy 
by connecting Manila with central and 
northern Luzon. The expressway boosted 
economic activity as goods and people 
can now move faster between the rural 
countryside and the urban capital. The daily 
traffic volume has grown by over 15% to more 
than 150,000 vehicles since the project was 
completed in 2005. The completion report 
for the North Luzon Expressway shows that 
the improved road also helped tourism and 
investment in the Clark and Subic economic 
zones. Efforts are now being made to 
support a wider range of projects. In 2010, 
ADB supported the expansion of Zvartnots 
International Airport in landlocked Armenia 
and in 2011 PSOD worked with the South 
Asia regional department to support a major 
metropolitan transport system in Bangalore, 
India (Box 11).

Water, Wastewater, and 
Solid Waste Management

Assistance for water, wastewater, and solid 
waste management has been a challenging 
area for ADB’s PSO, mainly because of 
the lack of an enabling environment for 
bankable projects in many DMCs. However, 
in recent years, the situation has improved 
and opportunities for assistance in this 

area have emerged. This area of activity is 
important because it helps support the MDG 
of providing access to safe drinking water 
and sanitation, services that are crucial for 
the health and well-being of communities. 
PSOD considers the financing of projects 
in this area within the context of urban 
development. Wastewater treatment projects 
also protect environmental resources by 
reducing pollution. Furthermore, water 
projects have provided an opportunity for 
PSOD to participate with local governments 
in PPPs, such as the Chengdu Generale 
des Eaux–Marubeni Waterworks in the 
PRC and the West Jakarta Water Supply 
Development Project in Indonesia. Projects 
supported in this area of activity have had a 
variety of impacts. For example, the Jakarta 
project directly addresses the MDG of 
reducing the proportion of people without 
access to safe drinking water, the Chengdu 
project catalyzed foreign private capital in 
the PRC’s water sector, and the Songhua 
River Basin Project in the PRC is designed 
to improve the environment in one of the 
most polluted river basins in the country. 
The Songhua project combines the efforts 
of local governments and the private sector 
to provide better-quality water treatment. 
Box 12 details ADB’s first intervention in the 
PRC’s municipal water distribution sector, 
approved in 2011. This project will mobilize 
private sector capital and expertise to 
provide modern and cost-effective services 
for water delivery. 

Assistance for water, 
wastewater, and solid waste 
management has been a 
challenging area for ADB’s 
PSO, mainly� because of 
the lack of an enabling 
environment for bankable 
projects in many� DMCs.
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Source: ADB Private Sector Operations Department.

The first intervention by the Asian Development Bank (ADB) in the People’s Republic of China’s (PRC) municipal 
water distribution sector will mobilize private sector capital and expertise to provide modern, cost-effective services for 
water delivery.

Ensuring that urban households are connected to networks delivering reliable and clean water is among Asia’s most 
acute development challenges. Existing pipelines are old and often lack proper maintenance causing cities across the 
region to lose a combined $10 billion worth of treated water in distribution every year. 

Keeping up with urbanization is another challenge. In the PRC, more than 90% of urban residents have household 
taps, but there remains a critical shortage of “last mile” connections to newly urbanizing areas. Where networks are 
already in place, cities often struggle to maintain an adequate water supply. By 2020, it is expected that 200 million 
more residents will have been added to the PRC’s urban population.

ADB’s Municipal Water Distribution Infrastructure Development Project will support China Water Affairs Group Limited— 
a pioneer in water supply network privatization in the PRC—with debt financing to acquire, upgrade, and operate a 
portfolio of water utilities in partnership with second- and third-tier cities. The goal is to provide up to 2 million cubic 
meters of treated water per day by 2015, improving services for 5 million people and increasing water availability.

The project introduces several innovations to the financing of urban water infrastructure. The multi-project facility structure 
reduces transaction costs and enables ADB to reach multiple smaller urban water projects. ADB’s direct loan of 
$100 million can be denominated in US dollars or yuan, taking advantage of ADB’s pioneering role in the yuan-
denominated bond market to channel funds from international institutional investors to water projects in the PRC. 
ADB will arrange for another $100 million loan, under which it will act as lender of record for other commercial banks.

Box 12
Mobilizing Private Capital to Modernize Water 
Infrastructure in the People’s Republic of China
Municipal Water Distribution Infrastructure Development Project
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Capital Markets
PSOD operations in capital markets are 
designed to facilitate broad-spectrum 
finance sector development. A lack of 
finance sector facilities is considered to be 
among the major constraints to broad-
based growth, especially in Asia and the 
Pacific. PSOD provides support for bank 
and nonbank financial institutions, private 
equity funds, trade finance, housing 
finance, and microfinance. PSOD played 
a pioneering role in several countries’ 
finance sectors. For example, it supported 
the Afghanistan International Bank, the 
first international commercial bank in 
Afghanistan, through an equity investment. 

PSOD expands access to finance, 
particularly for underserved groups, 
through financial intermediaries. It also 
encourages the introduction of new 
financial products such as microfinance. 
Operations in capital markets provide 
financial support for infrastructure 
development, housing, climate change, 
and clean energy. Trade finance, a major 
facilitator in promoting regional integration, 
is an important area of activity. PSOD’s 
capital markets operations cover four of 
the five core areas of ADB operations: 
infrastructure, environment, regional 
cooperation and integration, and finance 
sector development.

PSOD support for microfinance began in 
2010. A microfinance risk participation 
program was designed to help financial 
institutions to become comfortable with 
the risks and mechanics of microfinance 
with the expectation that this will lead 
to a commercially viable and expanding 
microfinance sector. 

Housing finance is another area that has 
been given greater importance by PSOD. 

Housing markets are underdeveloped 
in many emerging countries in Asia and 
there are acute housing shortages in the 
region. A well-designed housing finance 
program can help broaden access for 
families to affordable mortgage loans. 
With the mortgage finance market still 
underdeveloped in countries that may 
have an otherwise well-functioning finance 
sector, support for housing finance is 
considered a major factor in promoting 
broad-based finance sector development. 
For example, Indonesia has a relatively 
well-developed finance sector but a less-
developed housing mortgage market. 
ADB has approved $300 million in long-term 
loans that, in combination with technical 
assistance (TA), will help to develop the 
housing finance market in Indonesia.

Private equity funds support a broad 
range of activities, from infrastructure 
development and clean and renewable 
energy, to climate change and SMEs. PSOD 
uses its limited investment in private equity 
funds to promote ADB’s key strategic 
agendas: inclusive growth, environmentally 
sustainable economic growth, and regional 
cooperation and integration. It encourages 
the replication of innovative and pioneering 
projects through the use of special purpose 
funds. Private equity funds also contribute 
to good corporate governance in investee 
companies. Box 13 provides details of the 

PSOD’s capital markets 
operations cover four 
of the five core areas 
of ADB operations: 
infrastructure, environment, 
regional cooperation and 
integration, and finance 
sector development.
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Aureos Southeast Asia Fund, which is 
expected to encourage private investment 
in SMEs in the region.

The Trade Finance Program (TFP) has been 
successful in promoting trade, especially in 
low-income countries. ADB launched the 
TFP in 2004, and, in the wake of the global 
financial crisis, expanded it substantially 
in 2009. The program has facilitated trade 
in a large number of countries and has 
won numerous awards and distinctions 
for ADB. Recent achievements of the 
program demonstrate that trade facilitation 
has a broad development impact that 
goes beyond the boundaries of the direct 
assistance provided.

Another innovative area of PSOD 
involvement is in helping boost capital 
markets in the region through investments 
in local credit ratings agencies. Box 14 
describes two such investments: 
RAM Holdings in Malaysia and Thai Rating 
Information Services (TRIS) in Thailand. 
Both investments have yielded very 
positive results. 

Development through 
Private Equity Funds
Private equity funds supported by ADB 
have invested in 24 countries in the region, 
14 of which are ADB’s Group A and B 
countries. The funds have invested in 
315 investee companies (both active and 
exited) covering a wide range of sectors 
and industries. 

In 2004, the Private Investment Securities 
Management System (PRISMS) was 
developed to support PSOD’s engagements 
as an investor in private equity and 
venture capital funds. As a comprehensive 
database of all PSOD’s fund activities, 

Source: ADB Private Sector Operations Department.

In the last decade, small and medium-sized enterprises 
(SMEs) in Southeast Asia have had difficulty accessing 
much-needed long-term financing to support their 
expansion. Collateral-based lending was still the norm 
among commercial banks, restricting long-term funding for 
most SMEs, while the short-term financing available did 
not match the funding required to expand the business.

To address this clear market gap, the Asian Development 
Bank (ADB) invested $20 million in the Aureos Southeast 
Asia Fund (ASEAF), a private equity investment vehicle 
that provides vital long-term equity finance to SMEs. 
ADB’s investment also demonstrates to foreign investors 
the viability of private equity financing in Southeast Asia.

With its “buy and build” strategy, the ASEAF not only 
helped realize investor value but also demonstrated 
its commitment to improving its investee companies 
by holding equity stakes for 3–5 years, ensuring the 
organic growth of the SMEs. The ASEAF accomplished 
much by giving management advice on financial and 
expansion planning, human resource development, 
and implementation of international standards in 
corporate governance.

The role of SMEs as drivers of Southeast Asia’s 
economic growth and regional integration cannot be 
overstated. By taking part in the ASEAF, ADB contributed 
to the stimulation of private sector development in 
the region that has served as a vehicle for long-term 
economic progress and stability.

Box 13
Stimulating Long-Term 
Financing for Small and 
Medium-Sized Enterprises
Equity Investment in Aureos Southeast Asia Fund



Contribution to the Economic and Social Development of the Region | 37

PRISMS has improved the department’s 
ability to manage its growing funds 
portfolio more efficiently in terms of the 
measurement of financial performance and 
development impact.25 Several development 
metrics are being evaluated for each 
investee company, including corporate 
governance, externalities, job creation, 
financial diversification, technology and 
skills transfer, and demonstration effects. 

In 2011, PSOD conducted a follow-up to an 
assessment that was first commissioned 
in 2010, analyzing the development 
impact data collected from 171 investee 
companies. Figure 9 shows the number 
and percentage of investee companies that 
have demonstrated positive developments 
in the listed areas where data are collected. 
The methodologies to capture the 
development results of private equity 
investments will be further refined in 
consultation with other institutional 
finance institutions in the coming years. 

Corporate Governance

ADB measured development impact 
in terms of improvements to corporate 
governance, including enhancements to an 
investee company’s corporate processes, 
assistance in management and personnel 
recruitment, and awarding of ISO or other 
certifications. Through its private equity 
fund investments, ADB helped raise the 
standards of corporate governance in 89% 
of investee companies reviewed—up from 
87% in 2010. For 120 investee companies, 
fund managers introduced positive changes 
such as hiring a top audit firm to review 

The Asian Development Bank (ADB) invested in RAM 
Holdings, Malaysia, and Thai Rating Information Services 
(TRIS), Thailand, to assist in the development of the 
countries’ local debt capital markets. Having a local credit 
rating agency facilitates the dissemination of information 
to investors, assisting them in their selection of debt 
instruments and indirectly promoting economic growth by 
boosting inflows of foreign portfolio investments.

In 1989, ADB provided technical assistance for a feasibility 
study by Standard & Poor’s on the establishment of a local 
credit rating agency in Thailand. In 1993, with the support 
of the Government of Thailand, TRIS was established as 
Thailand’s first local credit rating agency. 

In 1990, ADB and the International Finance Corporation 
funded a feasibility study by Moody’s Investors Service 
for the establishment of a local credit rating agency in 
Malaysia. In July 1990, upon completion of the study 
and further to Bank Negara Malaysia’s invitation, ADB 
invested in RAM Holdings (formerly Rating Agency 
Malaysia Berhad). 

In more than 2 decades of ADB involvement in RAM 
Holdings and TRIS, capital markets in Malaysia and 
Thailand have grown dramatically. The debt market in 
Malaysia increased from 14.1 billion ringgit in 1995 to 
755.3 billion ringgit in total outstanding local currency 
bonds by the end of 2011. In 1992, the Thai debt market 
stood at 135.8 billion baht and by the end of 2010 
the volume of outstanding local currency Thai bonds 
reached 6.8 trillion baht.  

In 2011, ADB sold its shares to Standard & Poor’s, who 
are expected to develop and expand on the work that 
ADB started.

Box 14
Boosting Capital Markets 
in Malaysia and Thailand
RAM Holdings and Thai Rating Information Services

Source: ADB Private Sector Operations Department.

25 PRISMS’ financial data are collected through the 
quarterly and annual fund reports made available by 
fund managers. Development impact data, which 
are also tracked by PRISMS, are collected from fund 
managers through a separate survey.
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financial statements and appointing 
independent board members. One investee 
company, following the private equity fund’s 
investment in 2009, has been recognized for 
2 consecutive years as “Most Transparent 
Company” by industry peers.26

Externalities

In addition to the direct impact on an 
investee company, ADB measured how 
the private equity funds it supported 
have (i) had a positive impact on the 
local economy where they operated, 
(ii) engendered environmental and 
community benefits, (iii) increased taxable 
income, and (iv) taken advantage of 
opportunities presented by the growing 
market. Of the investee companies 
reviewed, 82% reported some form of 
positive impact on their surrounding 
community and 132 companies reported 
paying a total of $691 million in taxes 
last year (an average of $5 million per 
respondent).

Job Creation

The 2011 review found that the private 
equity funds financed by ADB enabled 
significant job creation by supporting 
company growth through expansion and 
introduction of new products and services. 
Private equity involvement also boosted the 
investees’ ability to increase the volume 
of their orders, acquire new clients and 
projects, and enter into new engagements 
and contracts. In 2011, 75% of investee 
companies reviewed reported job growth, 
including one company that more than 
doubled its workforce to 12,973 workers in 
2011 from 5,246 workers in 2006—the year 
the fund made its first investment in the 
company. A net total of 123,935 new jobs 
were created by investees who responded 
to the survey.

Financial Diversification

Through investments in private equity 
funds ADB is able to help diversify and 

26 Securities Investors Association (Singapore). Investors’ Choice Awards, Year 2010. 
http://www.sias.org.sg/cgweek2011/ICA_PWinners_MTCA10.html

67 (36%)Initial public offering

168 (89%)Corporate governance

155 (82%)Externalities

141 (75%)Job creation

128 (68%)Financial diversification

126 (67%)Technology and skills transfer

80 (43%)Demonstration effects

Figure 9 
Private Equity� Development Impact, Year-End 2011 (number of companies)

Note: Investee companies may report more than one development impact.

Source: ADB Private Sector Operations Department.
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expand investees’ financing options. 
The investee companies are able to 
attract more investors to support their 
businesses, gain access to higher debt 
limits, and increase their equity financing. 
As investee companies gain exposure to 
various financing possibilities, they are 
also able to understand and appreciate risk 
management. The 2011 review indicated 
that private equity investments were 
leveraged by 68% of investee companies 
reviewed—up from 62% in 2010—including 
82 investee companies that were able 
to raise additional debt, and 60 investee 
companies that were able to raise 
additional equity to finance their operations 
and expansion plans.

Technology and Skills Transfer 

Private equity fund investment enabled 
the investee companies to train staff, 
implement new technology best practices, 
and introduce cost-saving techniques 
to workflow. The training and hands-on 
application of knowledge provided enabled 
the company employees to develop their 
skills and share them with colleagues. 
The 2011 review indicated that 67% of 
investee companies reported that they 
were able to build the skills of their staff. 
This translates to an estimated 4.6 million 
additional work hours dedicated to training 
across the investment portfolio.

Demonstration Effects

The success of an investee company 
generates interest from other investors in 
the potential of private equity financing and 
develops the market as a whole through 
a reinforcing effect. By demonstrating 
not only best practices but also returns 
on investment, the investee companies 
are able to attract other investors to the 
company or replicate the model elsewhere 
in the sector, thereby promoting overall 

economic growth. The market further 
benefits when this demonstration effect 
raises the operational standards of the 
competitors in the sector or industry. Of 
the investee companies reviewed, 43%—up 
from 29% in 2010—have reported such 
demonstrative effects.

Initial Public Offering

An initial public offering is an important 
milestone for a growing investee company 
because it signals that the company has 
met the standards for corporate governance 
required by stock exchanges. An initial public 
offering also indicates to financial markets 
that the investee company management’s 
level of confidence in its own continued 
growth is high enough to be able to invite 
investment by the general public. Of the 
investee companies reviewed, 26 (14%) 
have reached this milestone, including one 
investee company that became the only 
retailer listed on its local stock exchange. 
Forty-one (22%) other investee companies are 
planning to list.

Corporate Social 
Responsibility
PSOD plays an important role in promoting 
corporate social responsibility through its 
assistance to projects and private equity 
funds. This is achieved mainly by promoting 
environmental and social standards and 
good governance in companies and private 
equity funds.

Environmental and Social Standards

PSOD strives to provide its clients with 
guidance and advice on enhancing the 
management of environmental and social 
risks of projects. This includes requiring 
meaningful consultation with stakeholders 
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PSOD assists in identify�ing 
social issues related to gender 
and development, labor and social 
protection, which need to be 
addressed during project design, 
and proposes appropriate measures 
as may� be needed.

in the conduct of environmental and 
social assessments and the design and 
implementation of projects. Moreover, 
PSOD seeks to set international standards 
on environmental and social practices 
that may not necessarily have been 
adopted otherwise. All PSOD assistance 
must comply with ADB policy-mandated 
safeguards and social requirements.

During project design, PSOD conducts due 
diligence and provides technical guidance 
on environmental and social screening 
and assessment. Based on the nature and 
impact of the project, impacts related to 
the environment, involuntary resettlement, 
and indigenous peoples are each assigned 
one of four safeguard categories (A, B, C, 
and FI) (Table 6). The breakdown of the 

number of projects by category in PSOD’s 
portfolio is shown in Figure 10. Although 
environmental classification of projects 
was started in the 1980s, classification for 
involuntary resettlement and indigenous 
peoples was introduced only in 2002. Thus, 
the projects for which details are given are 
those approved during 2002–2011. PSOD 
has supported the safeguards agenda in 
all projects financed since 2002. PSOD 
also assists in identifying other social 
issues related to gender and development, 
labor and social protection, which need 
to be addressed during project design, 
and proposes appropriate measures as 
may be needed. More recently, capacity 
development programs have been 
undertaken by PSOD to advance safeguards 
compliance in financial institutions.

Table 6 ADB Safeguards Documents Requirements by� Category�

Safeguards Environment
Involuntary� 

Resettlement Indigenous Peoples

Category A Environmental Impact  
Assessment with Environmental 
Management Plan (EMP)a

Resettlement Plan Indigenous Peoples Plan

Category B Initial Environmental Examination 
with EMP 

Resettlement Plan Indigenous Peoples Plan

Category C (Desk review) (Desk review) (Desk review)

Category FI Environmental and Social 
Management System (ESMS)b

ESMS ESMS

ADB = Asian Development Bank.
a  The EMP includes provision for meeting the ADB social protection (labor) requirements during construction and operation 

phases.
b One consolidated ESMS covering environment and social safeguards.

Source:  ADB. 2010. Bank Policies and Operational Procedures—Safeguard Review Procedures for Safeguard Policy Statement. 
Operations Manual. OM Section F1/OP.
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PSOD assists in the preparation of 
environmental and social assessment 
reports and environmental and social 
management plans, including resettlement 
and Indigenous Peoples plans, and gender 
action plans among other social plans. 
During implementation, PSOD monitors the 
implementation of safeguards and social 
plans, conducts site visits, and identifies 
safeguards and other social actions 
needed to address any noncompliance or 
unanticipated impacts.

PSOD’s advice to clients does not 
end at managing risks but extends to 
promoting and supporting environmental 
improvement and sustainability and 
inclusive social development. PSOD also 

encourages its clients to track and report 
on how they can promote environmental 
and social development in their operations 
(Box 15).

In the capital markets, PSOD works with 
financial intermediaries such as private 
equity funds, guarantee facilities, and 
banks to develop an environmental and 
social management system. It also reviews 
the environmental and social performance 
of financial intermediaries and provides 
advice to ensure compliance with ADB’s 
Safeguard Policy Statement and other 
social requirements. To enhance client 
effectiveness in dealing with safeguard 
issues, ADB also provides capacity building 
through TA (Box 16). 

Note:  Before the issuance of the Safeguard Policy Statement in January 2010, categories for involuntary resettlement and 
indigenous peoples were A, B, and C, without FI.

Source: ADB Regional and Sustainable Development Department.

Figure 10 
Private Sector Operations Department’s Portfolio by� Safeguards Classification, 2002–2011 
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Corporate Governance

ADB is engaged in a number of ways 
to promote corporate governance given 
its importance for ensuring financial 
transparency, adhering to clear standards, 
and building investor confidence. 
During 2011, PSOD became a member 
of the Development Finance Institution 
Corporate Governance Working Group. 
The working group provides technical 
and organizational support to (i) enhance 
awareness of corporate governance issues 
among international finance institutions, 
their investee companies, borrowers, and 
the broader financial community; and 
(ii) continuously improve the corporate 
governance capacity and capabilities 
within these entities. The working group 
has developed methodologies and toolkits 
to support the due diligence, analysis, 
implementation, and monitoring of corporate 
governance improvement projects.27

PSOD has also been directly involved in 
improving corporate governance. ADB does 
this mainly through its equity investments. 
A review of ADB’s equity investments in 
2010 showed that the goals PSOD set 
for improving corporate governance in 
its investments were substantially met.28 
The study affirmed that equity investment is 
a powerful tool in promoting ADB’s agenda 
of improving corporate social responsibility. 
It also demonstrated that when ADB 
provides TA in addition to being an equity 
stakeholder there is an even greater impact. 
The study provided two example projects, 
both of which were cited by independent 
bodies for their exemplary corporate 
governance. In one project, TA was used 
to prepare a liquefied natural gas terminal 

Source: ADB Private Sector Operations Department.

In most developing countries, small and medium-sized 
enterprises (SMEs) are important engines of growth 
and key contributors to poverty reduction through job 
creation, individual income augmentation, and tax 
revenue generation. However, the activities of SMEs 
can also have significant and diverse environmental and 
social impacts. 

In this regard, it is of critical importance that 
Armenian banks participating in the Asian 
Development Bank’s (ADB) SME Finance Program have 
an adequate environmental and social management 
system to ensure that the nonfinancial impacts of their 
SME lending activities are managed appropriately. 
Based on an assessment conducted, it was established 
that these banks have an environmental and social 
management system that is in compliance with 
applicable national laws and international standards of 
financial institutions such as ADB, the European Bank 
for Reconstruction and Development, the Netherlands 
Development Finance Company, and the International 
Finance Corporation. Areas for improvement were 
identified, including the need to align the environmental 
and social policy principles and procedures with ADB’s 
Safeguard Policy Statement. It was also recommended 
that social requirements be strengthened and procedures 
for monitoring and reporting enhanced. 

Box 15
Environmental and 
Social Safeguards: 
Toward Sustainable and 
Inclusive Development
Small and Medium-Sized Enterprise 
Finance Program, Armenia

27 For more information, see dfi-cg.isdb.org
28 Private Sector Operations Department. 2010. 

Review of Performance of PSOD Equity 
Investments. Unpublished.
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Source: ADB Private Sector Operations Department.

The Asian Development Bank (ADB) recognizes the role of private sector financial institutions in promoting development 
and acknowledges that their investments in sectors including energy, transport, water, manufacturing, tourism, and small 
and medium-sized enterprises have led to a phenomenal growth in Asia and the Pacific. However, their nonfinancial risks 
in terms of environmental and social aspects have grown as well challenging the sustainability of these advances.

ADB has continuously supported capacity building for financial institutions. The Environmental and Social Management 
System Capacity Building for Private Sector Financial Intermediaries subproject, under the broader ADB technical 
assistance project Strengthening and Use of Country Safeguard Systems, focuses on training of financial institutions 
on nonfinancial risks and best practices in addressing environmental and social risks. 

In January 2011, the Central Bank of Bangladesh published the Bangladesh Bank Guidelines in Environmental and 
Climate Change Risk Management. The guidelines cover all sectors from an environmental perspective. Implementation 
was mandatory for all banks in the country and they were expected to train their staff on environmental and social 
issues, formulation of environmental risk management, introduction of sector specific policies, and carrying out of regular 
reporting including updating their websites with disclosures on green banking initiatives and activities.

In July 2011, an environmental and social (E&S) risk management workshop was held in Dhaka. This was the first 
step in helping financial institutions in Bangladesh comply with the guidelines. Sponsored by ADB and the Netherlands 
Development Finance Company, and in collaboration with the Central Bank of Bangladesh, the workshop aimed to 
build awareness on E&S issues, enhance capacity to address E&S risks, and adopt better management practices that 
will lead to overall E&S performance and preparedness for events induced by climate change. The workshop provided 
an overview of the guidelines, environmental sustainability and trends, prominent international policies and standards, 
and leading practices on environmental management for the financial management sector. 

Environmental and Social Management System Capacity Building for Private Sector 
Financial Intermediaries

Box 16
Building Capacity for Sustainable Development
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project, and in the other, TA provided 
training to senior management in corporate 
governance. The first project also had a 
successful initial public offering.

With regard to investments in private 
equity funds, particularly those that target 
nonlisted, medium-sized enterprises, 
ADB has helped promote good corporate 
governance, and has endeavored to 
ensure compliance standards are met in 
companies in which the funds invest. In one 
fund in particular, a number of the investee 
companies adopted their own corporate 
social responsibility policies as a result of 
PSOD’s assistance. 

The Afghanistan International Bank (AIB) 
is another good example of how ADB’s 
assistance has helped introduce good 
governance practices (Box 5). Through 
ADB’s membership on the AIB’s board, 
the AIB has prioritized the adoption 
and implementation of sound corporate 
governance and stronger internal control 
policies and procedures. This helped the 

AIB gain public trust and confidence. 
This is the first time such practices have 
been introduced in Afghanistan’s nascent 
banking sector.

Technical Assistance 
and Advisory Services
PSOD’s TA program was significantly 
expanded in 2011. A PSOD TA allocation of 
$12.5 million was secured from ADB’s TA 
core funds—a large increase compared with 
the $1 million–$2 million annually in previous 
years. These funds were channeled to 
11 TA projects with a corresponding overall 
utilization rate of 82.5%. These included 
seven project preparatory TA projects that 
utilized 96% of the project preparatory TA 
allocation ($5.6 million). The 2011 TA projects 
covered a variety of sectors including clean 
energy, energy efficiency, social, health, 
and trade finance. In this context, PSOD 
elaborated TA processing guidelines for 
nonsovereign operations.
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Operational Effectiveness

PSOD’s portfolio continues to perform 
well and contribute positively to ADB’s 
net income. Gross income from PSOD 
operations for 2011 is expected to be about 
$275 million—$150 million from equity 
investments, $113 million from loans, and 
$12 million from guarantees.29 The net 
income contribution from PSO is expected 
to be significant. 

The nonfinancial operational effectiveness of 
PSO is assessed in accordance with the CRF. 
The areas considered include operational 
quality and portfolio performance, including 
finance mobilization; strategic focus; and 
partnerships.

Operational Quality 
and Portfolio 
Performance 
Similar to the ADB Development 
Effectiveness Review 2011, this report 
discusses the quality of PSO in terms of 
quality at entry, project performance during 
implementation, quality of completed 
operations, disbursement performance, 

29 These are indicative figures. Official numbers had not been released at the time of this report’s publication.
30 PSOD introduced standardized private sector templates for the concept review paper, and the report and 

recommendation of the President to better reflect alignment of PSOD’s operations with ADB’s strategic 
priorities and ensure the consistent use of design and monitoring frameworks and indicators to measure 
development impact. In addition, a revised and improved credit review process was introduced. 

and finance mobilization. PSOD monitors 
riskier projects more closely, and considers 
restructuring and exit options to improve 
the quality of its portfolio. Furthermore, 
rigorous integrity due diligence is 
conducted for all PSO.

Quality at Entry of Private Sector Projects

In 2009, ADB introduced several changes to 
the business processes for the formulation, 
risk assessment, credit review, approval, 
and management of PSO.30 These 
procedures were refined further in 2011. 
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An interdepartmental working group 
comprising representatives of relevant 
departments revised the credit review 
process.31 The reports and recommendations 
of the President for PSO were reduced to 
10 pages, with supporting papers uploaded 
as web-linked documents to be printed 
only as necessary. This was done to align 
PSOD with the practices of ADB’s sovereign 
operations. Despite the reduction in length, 
the PSOD report and recommendation of the 
President templates continue to effectively 
communicate the alignment of project 
proposals to ADB strategy, and highlight the 
development merits of the proposal.

Project Performance during 
Implementation 

ADB’s Office of Risk Management (ORM) 
assigns a credit risk rating to each 
nonsovereign loan and guarantee based on 
pertinent risk factors. Of the PSO portfolio, 
38% of projects were rated low risk, 60% 
medium risk, and 2% high risk as of the 
end of 2011 (Figure 11). ADB considers 
both country risk and project risk in its 
ratings. Where country risk is greater than 
project risk, country risk overrides project 
risk. As PSOD considers more projects in 
Group A and B countries, it is likely that the 
proportion of high-risk projects will increase.

PSOD prepares semiannual reports 
for projects covering essential credit 
milestones, including implementation 
progress. In addition, reporting on the status 
of development outputs and outcomes 
is required annually for all projects. 
Information from the monitoring reports is 
provided to ORM, which confirms the risk 
ratings of projects. Projects that have a 
high risk rating require close and frequent 

monitoring. For debt and guarantee 
transactions rated 10–12 (significant to high 
credit risk), quarterly reviews are required; 
and for transactions rated 13 (very high 
credit risk) and 14 D (defaulted), PSOD 
requires monthly review. For defaulted 
projects that require restructuring, the 
transactions are transferred to ORM.32

Quality of Completed 
Private Sector Projects 

ADB established a target of 80% for 
completed nonsovereign projects 
rated successful. The average rating of 
private sector projects completed during 
2009–2011 is lower than the target, at 
72% (Table 7). Of the 25 XARRs, 5 were for 
energy projects and 20 were for finance 
projects. Four of the energy projects (80%) 
were rated highly successful, whereas 
14 finance projects (70%) were rated either 

31 ADB. 2009. Nonsovereign Operations. Operations Manual. OM Section D10/BP. Manila.
32 ADB. 2010. Nonsovereign Operations. Operations Manual. OM Section D10/BP. Manila. paras. 54 and 63.

Figure 11 
Private Sector Operations Exposure by�  

Credit Quality�

Notes:  Low credit risk = exposures with risk rating of 1–5, 
medium credit risk = exposures with risk rating of 6–11, 
high credit risk = exposures with risk rating of 12–14.

Source: ADB Office of Risk Management.
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33 The disbursement ratio for the year is computed as the amount disbursed during the year divided by the 
undisbursed amount at the beginning of the year (less any cancelled amount). The target was set based on 
disbursement ratios of 43% in 2006 and 61% in 2007.

highly successful or successful. Ten of 
the 25 projects were in ADF countries—
Afghanistan (1 project), Azerbaijan (4), 
Bangladesh (2), the Maldives (1), 
Mongolia (1), and Sri Lanka (1). 

Of the six projects that were rated less 
than successful, one was approved in 
1996, another in 2000, and the remaining 
four were loans to banks approved in 
2006. The project approved in 1996 was 
an equity investment in a bank whose 
financial performance was hampered by 
legacy issues, mainly due to its takeover 
of another bank with a deeply impaired 
loan portfolio. The project approved in 2000 
was an energy project that encountered 
technical problems in the installation and 
commissioning phases. The global financial 
crisis that began in late 2008 played a major 
role in the difficulties that were faced by 
the four projects approved in 2006. In two 
of the banks, the financial crisis limited 
their funding sources, resulting in liquidity 
problems. ADB’s stake in these banks was 
restructured into tradable debt and equity 
instruments. These banks did not have 
liquidity problems. One of the main reasons 
for the less than successful rating was their 
inability to extend smaller loans to SMEs. 

Table 7 Operational Quality� and Portfolio Performance, 2009–2011

Operational Quality� Criteria
No. of 

projects

Rated successful or 
highly successful 2012 Target 

(%)No. %

Quality of completed operations

  Completed operations rated successfula 25 18 72 80

  Energy  5  4 80

  Finance 20 14 70
a  Based on 25 extended annual review reports, validation reports, and project performance evaluation reports prepared during 

2009–2011.

Source: ADB Private Sector Operations Department.

The financial crisis led them to lend more to 
larger, safer clients to maintain solvency.

Disbursement Ratio for 
Private Sector Projects 

The ADB target for overall disbursement 
ratio for nonsovereign operations is 
“at least 50%” by 2012.33 Similar to last 
year, PSOD’s disbursement ratio exceeded 
the target ahead of schedule. For PSO, the 
disbursement ratio increased from 37.4% 
in 2009 to 51.5% in 2010, and remained at 
51.0% in 2011.

The overall ratios do not reflect the variation 
in disbursement by financing instrument 
(Table 8). For project finance loans, there was 
an increase in the disbursement ratio from 
36.0% in 2009 to 49.6% in 2011. Corporate 
loans normally disburse more quickly. Project 
and corporate loan disbursements increased 
from 40.1% in 2009 to 61.0% in 2011.

The Trade Finance Program (TFP) revolving 
credit facility continues to be highly 
utilized, with a disbursement ratio of 97.3% 
in 2011. The revolving loans are made to 
eligible banks for on-lending to importers 
and exporters to finance trade-related 
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transactions, usually for pre-export financing. 
As they are short-term in nature, they are 
disbursed and repaid within a year.

Equity disbursements are more difficult to 
predict. The drawdown of equity funds is 
determined by the demand for financing 
by investee companies. Disbursement 
ratios of equity investments in financial 
institutions and infrastructure are volatile 
because they are few and movement in any 
one project could cause large variation. 
As of the end of 2011, there are only three 
equity investments in infrastructure and 
two in financial institutions.

Finance Mobilization 

ADB defines its direct value-added 
cofinancing as “cofinancing with 
the active coordination and formal 
agreements among financing partners 
that bring about defined client benefits, 
including contractual commitments 
by ADB (such as credit enhancement, 
syndication, or financial administration) to 
facilitate mobilization, administration, or 
participation in cofinancing.” The elements 
to be included as direct value-added 
cofinancing were clarified in 2012 and this 
report uses the new definition. 

Table 9 Direct Value-Added Cofinancing, 2010–2011 ($ million)

Indicator 2010 2011

Direct Value-Added Cofinancing 2,351 4,104

 Official cofinancing—grants 2 –

 Commercial cofinancing 2,349 4,104

  B loans 320 100

  Trade Finance Program 1,549 2,381

   Debt portion of project costs financed by 
commercial loans (parallel loans)

479 1,623

– = nil.

Note:  B loans (complementary financing scheme) are funded by commercial lenders with ADB acting as “lender of record.”

Source: ADB Private Sector Operations Department.

Table 8 Disbursement Ratio for Private Sector Operations, 2009–2011 (%)

Financing Instruments 2009 2010 2011

Loans 42.4 54.3 62.3

 Project finance loans 36.0 48.7 49.6

 Corporate loans 46.1 58.6 91.0

  Infrastructure 56.7 53.1 86.1

  Capital markets  6.9 80.5 93.5

  Subtotal: Project and corporate loans 40.1 53.9 61.0

 Trade Finance Program 84.4 72.3 97.3

Equity� 19.5 43.7 20.2

 Funds 15.0 14.9 15.1

 Financial institutions – 98.4 89.8

 Infrastructure 76.1 75.3 20.8

Overall 37.4 51.5 51.0

– = nil.

Source: ADB Private Sector Operations Department.
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Cofinancing generated by PSO increased 
from $2.3 billion in 2010 to $4.1 billion 
in 2011, due primarily to the increase 
generated by the TFP and parallel loans 
(Table 9). In 2011, the $1,142 million in TFP 
exposure was matched by commercial 
cofinancing of $2,380 million; i.e., each 
dollar invested in the TFP led to $2.08 in 
cofinancing. The parallel loans signed in 
2011 were for seven infrastructure projects 
approved in 2010 and 2011. The $100 million 
B loan in 2011 is from the Municipal Water 
Distribution Infrastructure Development 
Project in the People’s Republic of China 
(PRC), for which ADB approved a direct 
loan of $100 million. 

Monitoring of Accounts at Risk

Accounts at risk, and those that may 
potentially be at risk, are identified by ORM 
and put on a watch list. PSOD classifies 
these accounts as “special accounts” and 
has a dedicated unit (the Special Accounts 
Unit) that supports the management 
and monitoring of these accounts in 
coordination with ORM and PSOD’s 
operations divisions. Besides monitoring 
watch list accounts, PSOD assists in 
asset divestments. ADB divests from 
equity investments when the development 
objectives have been met. One recent 
successful divestment was Lafarge Surma 
Cement in Bangladesh (Box 17).

Integrity Due Diligence

Integrity due diligence guidelines 
are applied to all PSO to ensure that 
investment officers in PSOD adopt 
a consistent approach to integrity 
due diligence, and to bring material 
integrity issues to the attention of ADB 
Management. If projects fail to meet 
integrity due diligence standards, project 
processing does not proceed. The general 
principles of integrity due diligence are 

Lafarge Surma Cement has been cited by the 
Federation of Indian Chambers of Commerce and 
Industry as a successful cross-border investment 
promoting intraregional partnership between Bangladesh 
and India. In November 1997, the Board of Directors 
of the Asian Development Bank (ADB) approved a 
$40 million loan and a $10 million equity investment 
in Lafarge Surma Cement for the establishment of a 
1.2 million-ton cement plant. 
 
Limestone, a major component for cement 
manufacturing, was sourced from a quarry located 
in the state of Meghalaya in India and ingeniously 
transported to the cement plant in Bangladesh through a 
17-kilometer elevated conveyor system. 

Lafarge Surma Cement now has an 8% share of the 
domestic market, reducing the country’s dependence on 
imported cement. It saves about $70 million annually in 
foreign currency for Bangladesh.  

ADB played a major role in the conceptualization of 
Lafarge Surma Cement and helped catalyze financing 
for its establishment and development. ADB was also 
involved in the preparation of its feasibility study and 
assisted in the preparation of the first environment 
impact assessment for the private sector in Bangladesh.

In August 2011, ADB sold its equity investment in 
Lafarge Surma Cement but remains one of its lenders.

Lafarge Surma Cement is one of the largest foreign 
investments and private sector engagements in 
Bangladesh, creating direct employment for more than 
300 local residents and supporting the livelihood of 
more than 5,000 people in Bangladesh and India.

Box 17
Regional Cooperation 
in Action
Lafarge Surma Cement Project, Bangladesh

Photo: Lafarge Media Center.
Source: ADB Private Sector Operations Department.
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The PSO portfolio and approvals for 2011 
align well with ADB’s core operational 
areas. Data from earlier chapters attest 
to PSO support for infrastructure, the 
environment, regional cooperation and 
integration, and finance sector development. 
Some projects cover more than one 
core operational area, as in the case of 
climate technology funds, which promote 
both the environment and finance sector 
development. While there was no PSO in 
education—the fifth core operational area 
listed in Strategy 2020—as of year-end 2011, 
PSOD continues to look for appropriate 
opportunities to support this sector.

PSOD directly supports three of the five 
drivers of change identified in Strategy 
2020 to achieve ADB’s strategic vision: 
private sector development and PSO, good 
governance and capacity development, and 
partnerships. It indirectly promotes good 
knowledge management—a fourth driver 
of change—by promoting innovative and 
replicable projects, and collaborating with 
other multilateral and bilateral institutions 
on shared development issues. PSOD 
continues to endeavor to better capture its 
impact on promoting gender equity—the 
fifth driver of change. In 2011, the feasibility 
of tracking gender-related indicators for 
banks was explored in greater depth.

34 The task force was set up to recommend general principles in analyzing integrity issues relating to PSO.

(i) adequate “know-your-customer” 
procedures to ensure identification of 
beneficial ownership; (ii) close scrutiny 
of parties that have been convicted 
of or under investigation for serious 
crimes, investigated or sanctioned by a 
regulatory body, or appear on a sanctions 
list recognized by a member institution; 
(iii) close scrutiny of parties involved in 
civil litigation involving allegations of 
financial misconduct; (iv) close scrutiny 
of politically exposed persons consistent 
with the recommendations of the Joint 
International Financial Institutions Anti-
Corruption Task Force;34 (v) identification of 
mitigants and enforcement of covenants 
that address integrity risks; and (vi) ongoing 
monitoring of integrity risks through 
portfolio management. These guidelines are 
reviewed and updated periodically and were 
most recently reviewed in 2011.

Contribution of 
the Private Sector 
Operations 
Department to ADB’s 
Strategic Focus
PSO support ADB’s strategic development 
agendas. PSO contribute to inclusive 
growth by creating work opportunities 
either directly or indirectly by supporting 
enterprises that in turn generate work 
for both the poor and the middle class. 
Clean energy projects and the 
establishment of environmental and social 
safeguard systems support environmentally 
sustainable growth. Regional integration 
is advanced through trade financing and 
cross-border investments.

PSOD directly� supports three 
of the five drivers of change 
identified in Strategy� 2020 to 
achieve ADB’s strategic vision: 
private sector development 
and PSO, good governance 
and capacity� development, 
and partnerships.
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Partnerships
Partnering with other institutions is 
inherent in PSO to effectively share risk and 
maximize synergies. PSOD’s partnerships 
involved commercial lenders, sponsors, 
and bilateral and multilateral institutions 
and agencies. The 2011 portfolio shows that 
PSOD has partnered with 10 multilateral 
institutions, 11 bilateral agencies, and 
5 export and import banks from ADB 
member countries. 

ADB, through PSOD, collaborated with the 
African Development Bank to help it set up 
a trade finance program to boost African 
trade and, more broadly, South–South 
trade. ADB shared templates, operations 
manuals, information technology, and 
know-how related to its own TFP with the 
African Development Bank. 

ADB took the lead in harmonizing 
development indicators for private sector 
infrastructure projects among international 
finance institutions (IFIs). PSOD is also 
collaborating with other multilateral 
development banks and IFIs in assessing 
the beyond-project development impact 
of PSO. In 2011, PSOD was part of a 
working group that produced a joint report 
on IFIs’ contribution to private sector 
development. It is currently working with 
a number of IFIs on developing common 
principles for engagement with the 
private sector. In 2011, ADB became part 
of the Corporate Governance Working 
Group along with the Black Sea Trade 
and Development Bank, the CDC Group, 
Corporación Andina de Fomento Torre, 
DEG, the European Bank for Reconstruction 

and Development, the Netherlands 
Development Finance Company, 
the International Finance Corporation, and 
the Islamic Development Bank. The working 
group created a corporate governance 
development framework that was signed by 
29 IFIs, including ADB, in September 2011.

ADB continued to provide capacity building 
and knowledge management support to 
DMCs on the use of credit enhancement 
products (CEPs), including guarantees 
and B loans funded by TA. To date, ADB 
has conducted 14 workshops in 10 DMCs, 
attended by more than 600 senior 
government officials representing a variety 
of economic sectors. The workshops 
introduced participants to the CEPs 
available from ADB, other multilateral 
development banks, export credit agencies, 
export–import banks, and private insurance 
companies. Follow-up workshops on ADB 
CEPs were held in the PRC at the request 
of its national export credit agency and 
export–import bank to explore potential 
areas of cooperation with ADB. ADB also 
organized a high-level panel discussion in 
Ha Noi, Viet Nam, during its 44th Annual 
Meeting on the use of guarantees to 
catalyze private capital for investment in 
infrastructure.

The 2011 portfolio shows that 
PSOD has partnered with 
10 multilateral institutions, 
11 bilateral agencies, and 
5 export and import banks 
from ADB member countries.
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Organizational 
Effectiveness

PSOD’s organizational effectiveness is 
assessed through its human resources 
management, gender balance, use of 
business processes, and processing time. 
In 2011, PSOD endeavored to enhance 
its overall organizational effectiveness 
through more efficient use of resources, 
and streamlining and strengthening its 
business processes.

Human Resources 
and Gender Balance
PSOD had 71 international staff positions 
in 2011 (including two management 
positions in the Office of the Director 
General) distributed across its four 
divisions: the Operations Coordination 
Division, the Capital Markets and Financial 
Sector Division, and Infrastructure 
Finance Divisions 1 and 2. Table 10 lists 
the positions by seniority and gender, and 
Figure 12 illustrates the distribution by 
division and gender. The representation 
of women international staff rose by 
8 percentage points from the previous year 
to 31%. The significant increase in the 
appointment rate for women international 
staff is a result of PSOD’s intensified 
efforts to improve the department’s 
gender balance.

Business Processes 
and Processing Time
The four milestones of PSO processing are 
concept clearance, Board approval, signing 
of legal documents, and effectiveness. 
First, the Investment Committee clears the 
project for due diligence; next, the report 
and recommendation of the President is 
endorsed by the Investment Committee for 
Board approval; the financing terms are then 
formalized with the client with the signing 
of the legal documents; and the assistance 
becomes effective when the sponsor meets 
all the conditions precedent to disbursement. 
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Figure 13 shows the processing time of 
projects that became effective during 
2009–2011. Project processing time tends to 
fluctuate, especially for those projects that 
tend to be complex, or are undertaken in 
high-risk countries or in new sectors which 
require prolonged negotiations and/or 
difficult financing and credit enhancement 
structures. Although the time taken from 

approval to signing has varied over the 
years, once signed the transactions tend to 
quickly become effective.  

As PSOD moves into more frontier economies, 
it is likely to work with less sophisticated 
sponsors on smaller transactions and in more 
uncertain environments. This may result in an 
increase in processing time.

Table 10  Private Sector Operations Department International Staff by� Seniority� and Gender, 
2011 (number)

International Staffa

Gender

Vacant
2011 

(Budgeted)Male Female

Principal investment specialist and above 15  7  1 23

Senior investment specialist, project administration 
 unit head, senior specialist

12  3  3 18

Investment specialist, specialist 15  9  6 30

Total 42 19 10 71
a Excludes secondees, Young Professionals, and those on a fixed-term contract.

Source: ADB Private Sector Operations Department.

Figure 12 
Private Sector Operations Department International Staff Distribution by� Gender, 2010–2011 

(number)

PSCM = Capital Markets and Financial Sector Division, PSIF1 = Infrastructure Finance Division 1, PSIF2 = Infrastructure Finance 
Division 2, PSOC = Operations Coordination Division. 

Note:  Excludes secondees, Young Professionals, those on a fixed-term contract, the Director-General, and the Deputy 
Director-General.

Source: ADB Private Sector Operations Department.
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Transfer of Commercial 
Cofinancing to the 
Private Sector 
Operations Department
Management approved the consolidation 
of ADB’s commercial operations by 
transferring commercial cofinancing to 
PSOD. Accordingly, on 1 July 2011, the 
Operations Coordination Division Guarantee 
and Syndication Unit assumed commercial 
cofinancing functions, serving both PSOD 
and the regional departments. 

The Guarantee and Syndication Unit 
extends credit enhancement products 
(CEPs), and risk sharing and mitigation 
instruments that facilitate cofinancing and 
financing partnerships and, in turn, ADB 
operations. ADB CEPs fall under two broad 
categories: guarantees and syndications. 
ADB guarantees normally cover credit  
and/or political risk. They enable ADB to 
assume commercial and/or political risks 

arising under debt instruments provided 
by other financing partners. Credit risk 
guarantees cover credit risks associated 
with a borrower’s inability to fulfill its debt 
service and repayment obligations on 
schedule due to events of a commercial 
nature. Political risk guarantees cover risks 
associated with expropriation, currency 
inconvertibility or nontransfer, political 
violence, breach of contract, and other 
events emanating from political causes. 
Syndications enable ADB to transfer some 
or all of the risk associated with its loans 
and guarantees to other financing partners, 
thus decreasing and diversifying the risk 
profile of its financing portfolio.

Figure 13 
Project Processing Time by� Processing Step, 2009–2011 (months)

Source: ADB Private Sector Operations Department.
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Sy�ndications enable ADB to 
transfer some or all of the risk 
associated with its loans and 
guarantees to other financing 
partners, thus decreasing and 
diversify�ing the risk profile of 
its financing portfolio.
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Conclusions and 
Actions Going Forward

Conclusions
The 2011 development effectiveness report 
for ADB’s PSO provides an assessment 
of PSOD’s contribution to ADB’s overall 
development efforts. It also demonstrates, 
through anecdotal information and case 
studies, the impact of ADB’s private sector 
assistance on the broader development of 
Asia and the Pacific. The report is the third 
of its kind and uses updated quantitative 
and qualitative information to provide more 
detailed reporting and analysis of PSO than 
was presented in the two earlier reports. 

The updated information affirms the 
development impact of PSOD’s assistance. 
The impact, which in many instances is 
indirect, is significant and goes beyond 
project boundaries. With more information 
becoming available, the data confirm that 
the outcomes and outputs of transactions 
have largely met or exceeded targets and 
PSOD-supported projects have made a 

significant contribution to the economic 
and social development of the region. 
Areas where most progress has been 
made include the promotion of (i) broad-
based and inclusive economic growth, 
(ii) environmental sustainability, (iii) broad-
spectrum finance sector development, 
(iv) regional cooperation and integration, 
and (v) compliance with environment and 
social safeguards. By supporting innovative 
and replicable projects, PSOD has had a 
wider impact on the overall development 
of the region. ADB’s assistance through 
the private sector has contributed to 
relieving binding constraints and barriers 
to development, in particular, through 
its energy and finance sector projects. 

By� supporting innovative 
and replicable projects, 
PSOD has had a wider impact 
on the overall development of 
the region.
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PSOD has also helped improve standards of 
corporate governance and has encouraged 
corporate social responsibility.

PSOD made further efforts during 2011 to 
improve its operational and organizational 
effectiveness. These included improving 
portfolio performance, ensuring better 
reporting of projects through more 
streamlined documentation, further 
enhancing operational quality, contributing 
more systematically to ADB’s strategic 
focus, making more effective use of human 
and financial resources, and introducing 
more rigorous and systematic business 
processes. These measures have resulted 
in more effective internal organization and 
better and more strategic coordination with 
ADB’s operations and other departments. 

Actions Going 
Forward
PSOD is continuing to introduce initiatives 
to strengthen its development effectiveness. 
These include 

i. ensuring systematic and better 
documented quality-at-entry 
procedures; 

ii. using TA and advisory services more 
selectively and strategically; 

iii. promoting more innovative projects 
not only in sectors in which PSOD has 
been traditionally engaged such as 
energy and finance, but also in newer 
sectors such as health, education, and 
agribusiness; and 

iv. continuing the work on harmonizing 
development effectiveness monitoring 
and reporting with other IFIs. 

In 2012, PSOD will 

i. conduct an assessment of the 
differences in ratings between its 
extended annual review reports and 
independent validation reports to 
identify areas of recurring differences 
in performance assessments and 
agree on measures to ensure greater 
alignment between the two assessment 
approaches;

ii. further streamline the development 
effectiveness monitoring indicators, 
especially those related to private 
equity funds; 

iii. include development monitoring 
and reporting requirements in legal 
agreements in line with the current 
practice of other IFIs; and 

iv. further strengthen the safeguards team 
to enhance its support to the project 
teams. 
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Table A1.1 Signed Assistance by� Subsector, 2011 ($ million)

Subsector Amount %

Conventional energy 270 33

Clean energy 202 25

Water supply and sanitation 100 12

Large hydropower  97 12

SME finance and leasing  55  7

ICT  48  6

Investment funds  37  5

Money and capital markets  10  1

ICT = information and communication technology, SME = small and medium-sized enterprises.

Note: “Clean energy” refers to renewable energy projects, and energy efficiency and conservation projects.

Source: ADB Private Sector Operations Department.

Table A1.2 Signed Assistance by� Country�, 2011 ($ million)

Country� Amount %

Pakistan 234 29

Thailand 170 21

People’s Republic of China 160 20

Regional 115 14

Armenia  55  7

India  48  6

Azerbaijan  27  3

Indonesia  10  1

Source: ADB Private Sector Operations Department.

Table A1.3 Signed Assistance by� Alignment with Strategy� 2020 ($ million)

Core Area Amount %

Infrastructure 707 86

Environment 426 52

Finance sector development 132 16

Note: Operations may contribute to more than one core operational area.

Source: ADB Private Sector Operations Department.

Annex 1

Signed Assistance in 2011
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Annex 2

Development Indicators  
and Targets for 2012–2017

Table A2.1 Energy�

Delivered up to 2011 by� 
Projects Approved in:

Additions to Targets by� Projects Approved  
by� End of 2011

Indicator 1998–2006 2007 onward 2012 2013 2014 2015 2016 2017

Installed energy generation 
capacity (MW equivalent):

13,832 550 79 951 4,233 1,125 1,331 2,457

 1.  Installed power 
generation capacity 
(MW equivalent)

9,749 550 79 951 4,233 1,125 1,331 2,457

 2.  District heating capacity 
created (MW)

 3.  Combined heat 
and power capacity 
created (MW)

 4.  Refinery capacity 
installed (MW equivalent)

4,083

Transmission lines installed 
or upgraded (kilometer)

1,150 221

 1.  Power transmission 
lines installed or 
upgraded (kilometer)

1,113

 2.  Pipeline (oil/gas) built 
(kilometer)

37 221

Distribution lines installed or 
upgraded (kilometer)

40,000 8,000 1,500

New households connected 
to electricity (number) 

1,568,000

New households connected 
to natural gas pipeline 
(number)

500,000

New industries connected 
to natural gas pipeline 
(number)

70

Greenhouse gas emissions 
reduction (tCO2-equiv/yr)

3,268,145 129,000 225,000 16,840,000 2,850,000 2,066,024 9,067,250

Reduction in greenhouse 
gas emissions intensity  
(tCO2/MWh)

For renewable energy: 
Reduction in capital cost 
per installed capacity ($)

For energy efficiency 
projects: Energy savings 
per year (GWh)

350

Reduction in transmission 
losses (%)

Reduction in distribution 
losses (%)

MW = megawatt, MWh = megawatt-hour, tCO2 = tons of carbon dioxide, tCO2-equiv/yr = tons of carbon dioxide equivalent per year.

Note:  Indicators in green are those included in ADB’s corporate results framework, and indicators in blue are additional indicators 
for private sector operations.

Source: ADB Private Sector Operations Department.
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Table A2.2 Telecommunications

Indicator

Delivered up to 2011 by� 
Projects Approved in:

Additions to Targets by� Projects Approved  
by� End of 2011

1998–2006
2007 

onward 2012 2013 2014 2015 2016 2017

Active customers 
(number)

23,098,000 2,700,000 300,000

Reduction in cost of 
services (%)

20

Public call offices 
and village telephone 
networks (number)

Reduction in call 
drop rates (%)

Customers availing 
of ancillary services 
(number)

Indirect employment 
generated (number)

   135,000

Note:  Indicators in green are those included in ADB’s corporate results framework, and indicators in blue are additional indicators 
for private sector operations.

Source: ADB Private Sector Operations Department.

Table A2.3 Transport

Indicator

Delivered up to 2011 by� 
Projects Approved in:

Additions to Targets by� Projects 
Approved by� End of 2011

1998–2006
2007 

onward 2012 2013 2014 2015 2016 2017

Expressways built or upgraded (km) 84

National highways, provincial, 
district, and rural roads built or 
upgraded (km)

Railways constructed and/or 
upgraded (km)

Beneficiaries from road projects 
(number of people)

4,738,877

Airport passenger capacity 
upgraded (number)

1,400,000

Port-cargo handling capacity 
developed (tons)

Aircraft movements (number) 18,800

Vehicle movements (number)

Passenger-km (number)

Ton-km (number)

Airport passenger traffic per year 
(number)

300,000

Port containers (number)

Tons of cargo per year (number)

km = kilometer.

Note:  Indicators in green are those included in ADB’s corporate results framework, and indicators in blue are additional indicators 
for private sector operations.

Source: ADB Private Sector Operations Department.
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Table A2.4 Water

Indicator

Delivered up to 2011 by� 
Projects Approved in:

Additions to Targets by� Projects Approved  
by� End of 2011

1998–2006
2007 

onward 2012 2013 2014 2015 2016 2017

Water supply pipes 
installed or upgraded/
length of network (km)

  27 480

New households served 
with water supply 
(number)

50,000 65,000 5,000,000

 1.  New households 
connected to water 
supply (non-piped)

65,000 5,000,000

 2.  New households 
connected to water 
supply (piped)

 3.  Already connected 
households with 
improved water 
supply (piped)

50,000

 4.  New households 
served with potable 
water supply 

Reduction in water 
losses (nonrevenue 
water) (%)

9

Wastewater treatment 
capacity added (m3/day)

2,000,000 20,000,000

New households 
served with sanitation 
(number)

 1.  New households 
served with 
piped sanitation 
(number)

 2.  New households 
served with non-
piped sanitation 
(number)

Amount of wastewater 
properly treated 
annually (metric ton)

750,000,000

Land improved through 
drainage services 
(hectare)

1.  Land improved 
through drainage 
services (hectare)

2.  Land improved 
through flood 
management 
(hectare)

km = kilometer, m3 = cubic meter.

Note:  Indicators in green are those included in ADB’s corporate results framework, and indicators in blue are additional indicators for 
private sector operations.

Source: ADB Private Sector Operations Department.
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Table A2.5 Bank and Nonbank Financial Institutions

Indicator

Delivered up to 2011 by� 
Projects Approved in:

Additions to Targets by� Projects 
Approved by� End of 2011

1998–2006 2007 onward 2012 2013 2014 2015 2016 2017

Customers reached (number) 1,892 616 405 214 106

1.  Microfinance accounts opened/ 
end-borrowers reached (number)

2.  Microfinance loans provided ($ million)

3.  SME loan accounts opened/
end-borrowers reached (number)

1,544 547 372 211 106

 4. Housing loans availed

 5. Number of leasing contracts 349  69  33   3

Resources made available for SME and 
microfinance clients ($ million)

93  24  16   9   4

 1.  SME loans provided ($ million) 90  23  16   9   4

 2.  Lease amounts ($ million)  3   1  0.5

Rural branches installed (number)

New financial products launched (number)  3   4

SME = small and medium-sized enterprises. 

Notes:  Indicators in green are those included in ADB’s corporate results framework, and indicators in blue are additional 
indicators for private sector operations. In 2010, an additional $196 million of SME loans reported from completion 
reports was included in this table. While this amount is documented, the methodology for deriving it is different from 
what is currently used. To maintain consistency in methodology and allow more meaningful analysis, the $196 million 
reported in completion reports is excluded from this table.

Source: ADB Private Sector Operations Department.

Table A2.6 Funds

Indicator

Delivered up to 2011 by� 
Projects Approved in:

Additions to Targets by� Projects  
Approved by� End of 2011

1998–2006 2007 onward 2012 2013 2014 2015 2016 2017

Fund investees with positive growth/ 
good financial performance (%)

 

Fund investees with improved 
governance and transparency (%)

Investments in portfolio companies 
($ million)

2,671 336 132 132 115 107 50 42

Companies assisted (number)   281  34  18  18  17  14  5  4

Note: Indicators in blue are indicators for private sector operations. 

Source: ADB Private Sector Operations Department.

Table A2.7 Generic Indicators

Indicator

Delivered up to 2011 by� 
Projects Approved in:

Additions to Targets by� Projects Approved 
by� End of 2011

1998–2006 2007 onward 2012 2013 2014 2015 2016 2017

Goods and services purchased locally 
($ million)

 2,411 435

Contribution to government revenues 
($ million)

     5 109

Number of direct employment 
generated by the project

 1.  Number of regular employees    396  7,430

 2.  Number of temporary employees 23,090  9,420

Number of indirect employment 
generated by the project

 6,000

Note: Indicators in blue are indicators for private sector operations. 

Source: ADB Private Sector Operations Department.
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