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The private sector is regarded as a major contributor to economic growth through 
investments, new technologies, knowledge transfer, and enhanced productivity, as well as 
through the creation of jobs and income. 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 Private Sector Operations Department of 
the Asian Development Bank promotes growth by providing direct assistance to the 
private sector. 

This report reviews how the Private Sector Operations Department has fared in 
promoting ADB’s overall development agenda. The report features the direct and 
indirect impact of ADB’s private sector investments. It reflects on the value added of 
ADB’s 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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Approved Assistance by Country, 2010

PRC = People’s Republic of China.

Source: ADB Private Sector Operations Department.
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Approved Assistance by Subsector, 2010

Note: Clean energy is used in this report to refer to renewable 
energy projects and energy efficiency and conservation projects.

Source: ADB Private Sector Operations Department.
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Clean energy

Approved Assistance by 
Financial Instruments, 2010

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

 2.  Approved assistance in 2010 includes $1,916 million of 
new assistance (as loans, equity investments, B-loans, 
and guarantees) and $2.0 million of technical assistance 
(not shown). A project may involve more than one 
financial instrument.

Source: ADB Private Sector Operations Department.
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Portfolio Distribution by Financial 
Instrument, Year-End 2010 ($ million)
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Trade
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Equity investments
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Portfolio Distribution by Subsector, Year-End 2010 ($ million)

ICT = information and communications technology, T&D = transmission and distribution.

Note: Clean energy is used in this report to refer to renewable energy projects and energy 
efficiency and conservation projects.

Source: ADB Private Sector Operations Department.
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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, 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, 

2002–2010 (number of projects)

Note: Prior to 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.

— 10

— 20

— 9

— 5

— 3
— 60

Infrastructure Capital Markets

Environment

A B C FI

— 6 2

— 14 10

— 22 — 45

— 8

Infrastructure Capital Markets

Involuntary Resettlement

A B C FI

2 — 5
2 3

— 38
— 49

— 8

Infrastructure Capital Markets

Indigenous Peoples

A B C FI

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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Disbursement Ratio for Private Sector Operations, 2008–2010 (%)

Financing Instruments 2008 2009 2010

Project finance loans 35.7 36.0 48.7

Corporate loans

 Infrastructure 55.5 56.7 53.1

 Capital markets 41.1  6.9 80.5

Subtotal: Project and corporate loans 43.9 40.1 53.9

Equity funds 30.2 15.0 14.9

Overall 45.0 37.0 51.0

Note: 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.

Direct Value-Added Cofinancing, 2008–2010 ($ million)

Indicator 2008 2009 2010

(A) DVA cofinancing 4,237 2,392 3,793

       Official cofinancing – grants 2

       Commercial cofinancing 4,237 2,392 3,791

        B-Loans 425 276 320

        Debt partially guaranteed by ADB 300

        Unfunded risk participation 200

        Aggregate volume of letters of credit/ 
        trade transactions covered by ADB’s  
        Trade Finance Program 

461 1,896 2,765

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

3,151 220 406

(B) PSOD OCR loans 1,297 304 1,053

       Cofinancing ratio = (A)/(B) 3.3 7.9 3.6

(C) Total PSOD assistancea 2,253 1,670 1,918

ADB = Asian Development Bank, DVA = direct value-added, OCR = ordinary capital resources, 
PSOD = Private Sector Operations Department.
a Total assistance covers gross approvals for OCR loans and guarantees, including ADB’s Trade Finance Program.

Source: ADB Private Sector Operations Department.

Innovation. Impact. Integrity.
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Introduction The private sector is regarded as a major contributor to economic growth 
through investments, new technologies, knowledge transfer, and enhanced productivity, 
as well as through the creation of jobs and income. 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, however, remain large 
and diverse. The Asian Development Bank (ADB) works selectively to help address the 
individual challenges to private sector development of its developing member countries 
(DMCs). 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 report reviews how the Private Sector Operations Department (PSOD) has fared in 
promoting its development effectiveness agenda. Quantitative data are analyzed where 
available to ensure congruence with ADB’s overall development effectiveness agenda and 
corporate results framework (CRF). In addition, qualitative and anecdotal information are 
used to report on the direct and indirect development impacts of PSOD investments.

Contribution of Private Sector Operations to ADB’s Strategic and 
Development Priorities PSO continue to be 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. ADB’s PSO promote inclusive growth by creating productive work 
opportunities for both the poor and middle class. They also promote environmental 
sustainability by ensuring that environmental standards are met in all operations and by 
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 2010, ADB’s PSO comprised 20 projects and investments totaling $1,918 million in 
assistance. ADB expanded its country and sector reach by approving its first private sector 
infrastructure project in Armenia and through its first solar power projects in Thailand.

Executive Summary
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Approvals for clean and renewable energy projects reached 30% by number in 2010, 
surpassing PSOD’s commitment of allocating 25% of its annual approvals by number for 
such projects by the end of 2015. Likewise, PSOD’s target of annual approvals by number 
in Group A and B countries by the end of 2015 is 40%, but the target was achieved in 2010. 
PSOD’s portfolio in infrastructure is dominated by conventional energy. However, clean 
energy is becoming increasingly important. In capital markets, trade finance dominates 
with support for banking systems and private equity (PE) funds closely following. 

PSOD contributed to ADB’s strategic planning through collaboration with regional 
departments during country strategy and planning exercises, provision of advisory 
support to regional departments and DMCs on public–private partnerships (PPPs), and 
participation in ADB’s knowledge networks. Enhanced collaboration with the regional 
departments has resulted in more systematic inclusion of private sector content in country 
strategy and planning exercises.

Development Outputs and Outcomes of Private Sector Operations While 
information on development outputs and outcomes of PSO has been collected more 
systematically since mid-2009, information currently available is still relatively sparse. 
The information available has been aligned with ADB’s CRF indicators for sectors 
applicable to PSO—energy, transport, water, and finance. Additional indicators for 
telecommunications, financial institutions, and PE funds are included to provide a 
better representation of the range of PSO projects. In general, targets for PSOD projects 
approved during 1998–2006 were either met or exceeded by 2010. 

Indicators for the energy sector 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. 

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—a major component of such projects. Achievements 
in telecommunications have exceeded expectations.  

PSO in the transport sector include construction of national highways, tollways, and an 
airport. While PSOD’s engagement in the transport sector has been limited, opportunities 
are being sought to expand its scope in the sector.

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 PPPs in Indonesia and the People’s Republic 
of China (PRC). The project in Indonesia is well on its way to meeting its target. The project 
in the PRC will substantially increase wastewater treatment capacity.

PSOD has adopted a new methodology for reporting the outputs and outcomes of 
financial institutions to account for the fact that the resources made available through 
ADB assistance are turned over. PSOD assistance for bank and nonbank financial 
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institutions covers equity investments, loans and guarantees to banks, trade finance, 
leasing companies, and other nonbank financial institutions. PSOD’s investment in 
PE funds covers priority areas such as small and medium-sized enterprises, infrastructure, 
and clean energy and has encouraged other investors to channel funds into these areas. 
Outputs and outcomes for PE funds have exceeded expectations.

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 by addressing broadly agreed upon and emerging development challenges. PSOD’s 
strategic thrust in infrastructure continues to be the promotion of broad-based growth 
by helping relieve bottlenecks and constraints. In keeping with ADB’s strategic priorities, 
environmental sustainability is actively promoted. The thrust of PSOD operations in capital 
markets is the facilitation of broad-spectrum finance sector development, a lack of which is 
considered to be one of the major constraints to broad-based growth. 

PE funds supported by ADB have invested in a large number of countries and a wide range 
of sectors and industries. PSOD assesses the development results of PE funds 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, demonstration, and replication. 

PSOD advances corporate social responsibility through ensuring the attainment of higher 
environmental and social standards in projects, and the promotion of good governance 
in PE funds and through ADB’s equity investments. PSOD advises clients on managing 
the environmental and social risks of all projects. Equity investment is a powerful tool 
to promote corporate social responsibility, particularly when ADB provides technical 
assistance in conjunction with the equity investment. PSOD has provided limited technical 
assistance and advisory services for its clients, mainly for project preparation, addressing 
regional issues, and capacity development. 

Operational Effectiveness PSOD’s assessment of its operational effectiveness is 
aligned with ADB’s CRF, namely operational quality and portfolio performance, strategic 
focus, and partnerships. PSOD’s portfolio continues to perform well and make a positive 
contribution to the net income of ADB. PSOD continues to improve its business processes 
for the formulation, risk assessment, credit review, approval, and management of its 
operations. It monitors closely and pays special attention to riskier projects in order to 
improve the quality of its portfolio. More rigorous integrity due diligence is now being 
conducted for all PSO.

PSO are well aligned with ADB’s strategic focus as identified in Strategy 2020, and support 
four of the five core operational areas of ADB. PSO are tailored to specific country conditions 
to ensure that ADB adds value where it is most needed. Because of their nature and the 
operating environment in which they usually take place, PSO require partnering with a 
number of institutions. PSOD’s partners include commercial lenders, sponsors, and bilateral 
and multilateral institutions and agencies. 
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Organizational Effectiveness PSOD has been striving to improve its organizational 
effectiveness through more efficient utilization of resources, streamlining and improving 
business processes, and more efficient management of the approval process. Particular 
attention has been given to improving the department’s gender balance.  

New risk management requirements led to a slight increase in processing time in 2010. 
As PSOD moves into more challenging markets, focuses on smaller transactions, and 
works with less sophisticated sponsors in frontier economies, it is likely that processing 
time will increase further.

Conclusions and Actions Going Forward This second development effectiveness 
report for PSO contains more information and analysis than the first report. 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 has 
further enhanced and improved its operational and organizational effectiveness.

The template for PSO reports and recommendations of the President has been further 
streamlined to better align with that for the public sector, while giving due attention to 
confidentiality concerns. PSOD will work on a range of prospective projects and innovative 
products that should help foster investments in social sectors. Technical assistance will 
be scaled up and mainstreamed into future PSO. PSOD will continue to work with other 
international financial institutions on the harmonization of the development effectiveness 
monitoring and reporting of private sector operations. 



 1

1 Commission on Growth and Development. 2008. The Growth Report: Strategies for Sustained Growth and 
Inclusive Development. Washington DC: The World Bank.; and 2011. International Finance Institutions and 
Development through the Private Sector. Washington DC: International Finance Corporation.

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

3 World Bank. World Bank Enterprise Surveys 2006–2010. www.enterprisesurveys.org/ResearchPapers/

Introduction

The private sector is regarded as a major 
contributor to economic growth through 
investments, new technologies, knowledge 
transfer, and enhanced productivity,1 
as well as through the creation of jobs and 
income. This is particularly true in Asia and 
the Pacific, where much of the region’s 
recent success in reducing poverty is due to 
robust economic growth stimulated by the 
private sector.

The development challenges and 
investment needs of Asia and the Pacific, 
however, remain large.2 The removal of 
remaining constraints and impediments 
to growth and poverty reduction, such as 
inadequate infrastructure (especially energy 
supply and transport), underdeveloped 
financial and capital markets, and 
weak legal and regulatory frameworks 
(footnote 2), is a high priority for the Asian 
Development Bank (ADB), along with the 
development of a dynamic private sector. 
Extensive surveys have helped determine 
the major obstacles that private sector 
firms face in their operations and growth. 
The two most important obstacles cited in 
these surveys are lack of access to finance 

and inadequate availability of energy, 
particularly electricity.3

ADB is working selectively to help address 
these and other individual challenges to 
private sector development in a manner 
that reflects the diversity of needs of its 
developing member countries (DMCs). 
ADB’s regional departments work with 
governments to create an enabling 
environment for private sector development 
while its private sector operations (PSO) 
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directly finance, share, and mitigate risks 
for private sector transactions. In 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 maximize 
development impact through innovative 
and replicable projects (for instance in 
clean energy). In low-income countries, 
the range of needs for development is 
greater. Here PSOD works to promote 
trade, attract investment, and strengthen 
the domestic bank and nonbank finance 
sectors. A common challenge facing 
low-income countries is a weak business 
climate, and PSOD through its investments 
and advisory services complements the 
regional departments’ efforts in creating an 
enabling environment for the development 
of the private sector. In countries in 
fragile situations, PSOD makes highly 
selective use of ordinary capital resources 
(OCR), to make strategic and critical 
investments that yield returns to investors 
and boost business confidence. Partners 

in these efforts include project sponsors, 
commercial lenders, host governments, 
and other international financial 
institutions (IFIs). 

This report reviews how PSOD has fared in 
promoting its development effectiveness 
agenda. The review begins by reporting on 
PSO contribution to ADB’s strategic and 
development priorities. This is followed by 
an assessment of PSOD’s contributions 
to key development outputs and to the 
economic and social development of Asia 
and the Pacific. An assessment of PSOD’s 
operational and organizational effectiveness 
is subsequently provided. Finally, measures 
to be undertaken to further enhance 
and improve the overall development 
effectiveness of PSO are discussed. 
Quantitative data are analyzed where 
available to ensure congruence with ADB’s 
overall development effectiveness agenda 
and corporate results framework (CRF). 
In addition, qualitative and anecdotal 
information are used to report on the direct 
and indirect development impact of PSOD’s 
investments.



 3

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

Alignment of 
Private Sector 
Operations with 
Strategy 2020
ADB’s Strategy 20204 identifies private sector 
development and PSO as one of the five 
drivers of change to pursue its vision and 
strategic agenda.5 Strategy 2020 focuses on 
three complementary strategic development 
agendas: inclusive growth, environmentally 
sustainable growth, and regional integration.

Inclusive growth involves the use of 
productive employment as an important 
means of increasing the incomes of groups 
excluded from the benefits of economic 
growth mainly because of lack of access 
to finance or infrastructure services. 

PSO contribute to inclusive growth by 
creating, directly or indirectly, productive 
work opportunities for the poor and 
middle class alike. ADB’s PSO promote 
environmental sustainability by ensuring 

4 ADB’s Strategy 2020, approved in April 2008, reaffirms both ADB’s vision of an Asia and the Pacific region 
free of poverty and its mission to help its developing member countries (DMCs) improve the living conditions 
and quality of life of their people.

5 The four other drivers of change are good governance and capacity development, gender equity, knowledge 
solutions, and partnerships.
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that environmental safeguard standards are 
met by developing wastewater treatment 
and waste-to-energy projects, and by 
increasing support to clean energy projects.6

Regional integration is promoted through 
projects and investments that generate 
benefits across national borders, promote 
trade facilitation, and support regional 
programs. The Trade Finance Program (TFP) 
is a major contributor to regional integration 
by facilitating trade between countries; it 
also provides support for small and medium-
sized enterprises (SMEs), thereby promoting 
inclusive growth.

PSO cover four of the five core operational 
areas of ADB listed in Strategy 2020: 
infrastructure, environment, regional 
cooperation and integration, and finance 
sector development. The fifth is education, 
which has previously not been covered by 
PSO. However, education projects are to be 
undertaken in coming years. Figure 1 shows 
the breakdown of PSOD’s portfolio at the 
end of 2010 and approvals in 2010 by each 
of these four areas. 

Profile of Private Sector 
Operations 
Private Sector Approvals in 2010

In 2010, ADB’s PSO continued to support 
broad-based growth and finance sector 
development with 20 projects and 
investments approved totaling $1,918 
million in assistance. Extending its country 
reach, ADB approved and signed its 
first private sector infrastructure project 
in Armenia. ADB also deepened its 
engagement in the renewable energy sector 
through its first solar power projects.

Table 1 provides information on private 
sector approvals in 2010 disaggregated by 
sector and financial instrument. Energy 
dominates private sector assistance, 
followed closely by finance. The main 
instrument of assistance was loans, 
followed by guarantees. To provide more 
analysis of the composition of PSO, 
approvals in 2010 have been further 

6 “Clean energy” is used in this report to refer to renewable energy projects and energy efficiency and 
conservation projects.

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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disaggregated by subsector. In addition, 
a breakdown by financial instrument and 
country is given in Figures 3 and 4.

Figure 2 shows private sector approvals 
in 2010 by subsector. While clean energy 
dominated, ADB also responded to the need 

for conventional energy where appropriate. 
PSOD has committed to allocating 25% of 
its annual approvals by number to clean 
and renewable energy projects by the end 
of 2015. Approvals for such projects are 
30% by number in 2010 and are expected 
to remain above the target in coming years. 

Table 1 Private Sector Approvals by� Sector and Financial Instruments, 2010 ($ million)

Sector Loans
Equity� 

Investments

Total 
ADB 

Funds

Complementary� 
Loans  

(B-Loans)

Partial 
Credit 

Guarantees

Political 
Risk 

Guarantees Grants

Total  
ADB 

Approvals

Energy 588.10  48.00 636.10 220.00 50.00 2.00 908.10

Finance 370.00 165.00 535.00 250.00 785.00

Water supply 
and other 
municipal 
infrastructure 
and services

36.60  30.00 66.60 100.00 166.60

Transport 
and ICT

58.00 58.00 58.00

Total 1,052.70 243.00 1,295.70 320.00 250.00 50.00 2.00 1,917.70

ADB = Asian Development Bank, ICT = information and communications 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.

Figure 2 
Approved Assistance by� Subsector, 2010

Note: Clean energy is used in this report to refer to renewable energy projects and energy efficiency and 
conservation projects.

Source: ADB Private Sector Operations Department.
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Assistance to banking systems, including 
housing finance and finance sector 
development, was given high priority. 

Figure 3 shows that loans, including 
B-loans—where ADB is the lender of 
record but the loans are funded by other 

7 ADB classifies its DMCs into three categories: Group A countries are eligible for Asian Development Fund 
(ADF) financing only for public sector projects, Group B are countries eligible for both ADF and OCR 
financing, and Group C are countries eligible for OCR financing only. All PSOD assistance is on market-based 
terms and conditions from ADB’s OCR financing even when the assistance is to Group A and B countries. 
The five Group A and B countries shown in Figure 4 do not include the Group A and B countries supported by 
the TFP. The TFP is discussed more fully in Box 15.

Figure 3 
Approved Assistance by� Financial Instrument, 2010

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

 2.  Approved assistance in 2010 includes $1,916 million of new assistance (as loans, equity investments, 
B-loans, and guarantees) and $2.0 million of technical assistance (not shown). A project may involve 
more than one financial instrument.

Source: ADB Private Sector Operations Department.
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institutions, were the main form of financial 
assistance covering over 70% of the 
total. Guarantees and equity investments 
accounted for the rest.

Apart from 6 regional development 
programs, 14 projects and investments 
were approved for 8 countries, as seen in 
Figure 4. Five of these were in low-income 
countries (Afghanistan, Azerbaijan, 
Armenia, Georgia, and Pakistan) classified 
by ADB as eligible for concessionary 
lending under the Asian Development Fund 
(ADF) financing window.7 PSOD targets 
to have 40% of its annual approvals by 
number in Group A and B countries by 
the end of 2015. In 2010, 40% of approvals 
were already in Group A and B countries 

PSOD has met its target 
to have 40% of its annual 
approvals by� number in 
low-income countries and 
efforts will be made to ensure 
that this performance is 
maintained.
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and efforts will be made to ensure that this 
performance is maintained. 

To reflect actual commitments made during 
the year, Annex 1 presents the data for 
signed assistance in 2010 disaggregated by 
sector, country, and financial instrument. 
Similar to approvals, the majority of signed 
assistance was for clean energy and 
finance sector development. The signed 
amounts reflect the commitments based 
on the terms and conditions in the legal 
documentation.

Private Sector Portfolio  
as of Year-End 2010

PSOD’s portfolio disaggregated by sector, 
outstanding balances, and undisbursed 
commitments, as of year-end 2010 is 
provided in Figure 5. In infrastructure, 
the bulk of the portfolio is made up of 
assistance for conventional energy. 
However, clean energy is increasing in 
importance. In capital markets, trade 
finance dominates with support for banking 
systems and PE funds closely following. 

Figure 6 presents the composition of 
PSOD’s portfolio by financial instrument. 
Loans dominate the portfolio (50%). Equity 
investments make up another 24%. The 
TFP alone comprises 21% of the portfolio 
(Box 15 provides details about TFP). The 
investment in debt securities resulted from 
the restructuring of some loans.

Figure 4 
Approved Assistance by� Country�, 2010

PRC = People’s Republic of China.

Source: ADB Private Sector Operations Department.
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In infrastructure, the bulk of 
the portfolio is made up of 
assistance for conventional 
energy�. However, clean energy� 
is increasing in importance.
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Source: ADB Private Sector Operations Department.
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Figure 6 
Portfolio Distribution by� Financial Instrument, Year-End 2010 ($ million)

ICT = information and communications technology, T&D = transmission and distribution.

Note: Clean energy is used in this report to refer to renewable energy projects and energy efficiency and 
conservation projects.

Source: ADB Private Sector Operations Department.

Figure 5 
Portfolio Distribution by� Subsector, Year-End 2010 ($ million)
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Projects and investments in Group A8 
and Group B9 countries (excluding 
India) comprised 27% of the portfolio by 
number and 16% by volume, as shown in 
Figure 7. Ninety-five percent of the TFP’s 
transactions in 2010 were in Group A and 
B countries, excluding India. Group C10 
countries (without the People’s Republic 
of China [PRC]) make up a further 21% 
of the portfolio by number and 18% by 

volume. The portfolio is dominated by the 
PRC and India, together comprising 28% 
by number and 36% by volume. The rest 
of the portfolio is made up of regional 
assistance, including trade finance and 
regional PE funds. 

One of the main characteristics of PSO is 
co-investment with other financiers. Details 
of co-investments are given in Box 1.

Figure 7 
Portfolio Distribution by� Country� Grouping, Year-End 2010 ($ million)

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

Notes: 1.  Group A countries assisted by ADB’s Private Sector Operations Department (PSOD) are Afghanistan, 
Cambodia, the Lao People’s Democratic Republic, the Maldives, Mongolia, Nepal, Samoa, 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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8 Group A countries assisted by PSOD are Afghanistan, Cambodia, the Lao People’s Democratic Republic, the 
Maldives, Mongolia, Nepal, Samoa, and Tajikistan.

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

10 Group C countries assisted by PSOD are the PRC, Indonesia, Kazakhstan, Malaysia, the Philippines, and Thailand.
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Project finance and private equity funds are the two areas where PSOD co-invests with other financiers. As seen in the 
figure below, the $3,168 million project financing loans extended by ADB, in turn, supported projects with a total estimated 
cost of $24,805 million (co-investments from other financiers amounted to 6.8 times ADB’s funded participation). Similarly, 
ADB’s $675 million investment in private equity funds was matched by $3,519 million from other financiers (5.2 times 
ADB’s committed capital).

Box 1
Total Resources Invested in Projects and Private 
Equity Funds Supported by the Private Sector 
Operations Department

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

Source: Based on PSOD’s calculations.

Box Figure 1 Share of ADB’s Assistance in Project Finance and Private Equity Funds Supported as of Year-End 2010

Total Project Cost: $24,805 million

Project Finance

Total Committed Capital: $4,194 million

Private Equity Funds

Other
financiers:

$21,637 million

ADB
assistance:

$3,168 million

Other
financiers:

$3,519 million

ADB
assistance:
$675 million

Contribution of 
the Private Sector 
Operations 
Department to 
ADB’s Strategic 
Planning
The main opportunities for PSOD to 
contribute to ADB’s strategic planning 
are through collaboration with regional 
departments during country strategy and 

planning exercises, provision of advisory 
support to regional departments and 
DMCs on PPPs, and participation in ADB’s 
knowledge networks.

Collaboration with Regional 
Departments in Country Strategy 
and Planning Exercises

PSOD is increasing its engagement with 
the regional departments in country 
partnership strategy (CPS) formulation and 
programming. In 2010, PSOD participated 
in meetings, retreats, and stakeholder 
consultations related to CPSs and country 
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Table 2  Contribution to Country� Strategy� 
and Planning Exercises, 2010

Country Partnership Strategies 5

Country Operations Business Plans 8

Private Sector Assessments 2

Source: ADB Private Sector Operations Department.

operational business plans. PSOD reviewed 
sector roadmaps, thematic assessments, 
and relevant CPS documentation. The 
department was involved at various stages 
during the preparation of the CPSs for 
Bangladesh, Cambodia, the Lao People’s 
Democratic Republic (Lao PDR), the 
Philippines, and Thailand. PSOD also 
participated in missions and reviews of 
the country operational business plans 
of Armenia, Bangladesh, Bhutan, the 
PRC, Malaysia, the Maldives, Nepal, and 
Viet Nam. PSOD contributed to the private 
sector assessment for the Philippines 
and Bangladesh (Table 2). This enhanced 
collaboration with the regional departments 
has resulted in more systematic inclusion 
of private sector content in country strategy 
and planning exercises, thereby ensuring 
better alignment with ADB’s country and 
development strategic priorities.

Advisory Services on  
Public–Private Partnerships

PSOD provides support to regional 
departments on the structuring of PPP 
transactions, and gives advice on the 
identification of potential PPP projects to 
member governments through the regional 
departments. The PPP advisory team’s core 
competency is advising on how to allocate 
risks and responsibilities to different 
parties most appropriately. During 2010, 
the team assisted in the development of 
infrastructure projects in the PRC, India, 
Pakistan, Papua New Guinea, Solomon 
Islands, and Tonga. Upstream advice was 
provided for waste-to-energy conversion, 
hydropower, an undersea cable project, 
water supply infrastructure, and a regional 
power interconnector project. The team also 
advised on the development of innovative 
products applicable to PPP projects. 

At the strategic level, the team collaborated 
with the PPP centers of the governments 
of the Philippines and Viet Nam. It also 
provided inputs to ADB’s overall PPP 
Operational Plan, participated in the ADB 
PPP Practice Group,11 and contributed 

11 The PPP Practice Group is an interdepartmental group that was set up in 2010 to discuss ADB-wide support 
for PPP programs. The group will become an official ADB community of practice (CoP) in 2011.

PSOD is increasing its engagement with the 
regional departments in country� partnership strategy� 
formulation and programming. This has resulted in 
more sy�stematic inclusion of private sector content 
in country� strategy� and planning exercises.
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to the CPS processes in Bangladesh, 
Malaysia, the Philippines, and Viet Nam.

The team advised the Cities Development 
Initiative for Asia.12 It was also engaged 
in various learning events including 
conferences, workshops, and seminars. 

Currently the PPP advisory team is working 
with the Government of Mongolia as a 
mandated advisor to provide advisory 
services on a combined heat and power 
plant in Ulaanbaatar. This work is being 
undertaken as part of the overall effort 
under way across ADB to enhance 
capabilities to provide PPP advisory 
services to DMCs, notably in structuring 
upstream projects.

Participation in Knowledge Networks

Communities of practice (CoPs) are peer-
to-peer knowledge networks for learning 
and building staff capacity in specific 
sectors and thematic areas. PSOD staff 
participated in 12 CoPs, with greater 
involvement in the Energy and Finance 
Sector Development CoPs.

Participation in CoPs facilitates 
communication and informal, yet effective 
exchange of ideas between staff of the PSOD 
and the regional departments on sector-
specific and thematic issues. Each CoP 
has a technical committee that leads the 
activities of the network. PSOD staff took a 
leadership role in 5 of the 12 CoPs (Table 3).

12 The Cities Development Initiative for Asia is a regional initiative established in 2007 by ADB and the 
Government of Germany, with additional core funding support from the governments of Austria, Spain, 
and Sweden, as well as the Shanghai Municipal People’s Government. Advisory assistance is provided to 
medium-sized Asian cities to bridge the gap between their development plans and the implementation of 
their infrastructure investments.

Table 3 Participation in Knowledge Networks, 2010

Communities of Practice

Number of PSOD Staff

In committee leading 
the networks

As a member of 
the networks

Energy 4 16

Financial Sector Development 2 12

Transport  9

Water 3  7

Social Development and Poverty  7

Environment  6

Gender  4

Urban  4

Education  2

Health  2

Regional Cooperation and Integration 1  1

Public Management and Governance 1  1

PSOD = Private Sector Operations Department.

Source: ADB Regional and Sustainable Development Department.
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Development Outputs 
and Outcomes of 
Private Sector Operations

This section discusses the outputs and 
outcomes of projects supported by PSOD 
and provides the overall economic and 
financial performance of PSOD’s projects 
in terms of economic and financial rates of 
return to ADB’s investment. This is followed 
by a discussion of the progress made on 
delivering core outputs and outcomes 
from PSO as of 2010 and those that are 
to be delivered by 2012. The core sector 
output indicators include indicators from 
the ADB corporate results framework13 
(CRF) for energy, transport, and water that 
are applicable to PSO. In addition, they 
include core indicators relevant to PSO for 
telecommunications, financial institutions, 
and equity funds to provide a better 
representation of the range of projects 
financed. To present a clearer picture of the 
development outcomes of PSOD-supported 
projects, a more detailed analysis is 
provided separately for each sector.14 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 next section 
details the wider qualitative development 
impact of ADB’s PSO.

13 The CRF indicators for ADB’s core sector outputs and outcomes are those provided in ADB’s Development 
Effectiveness Review 2010 Report.

14 The sectors covered are energy, telecommunications, transport, and water in infrastructure. Capital markets 
include banking and nonbanking financial institutions (including loans to small and medium-sized enterprises 
[SMEs] and housing finance), and private equity funds.
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It should be noted that since the 
introduction of a new design and 
monitoring framework in mid-2009, 
information on development outputs 
and outcomes of PSO is being collected 
more systematically.15 Annex 2 contains a 
longer list of sector-specific indicators that 
capture key development results of PSO. As 
information for these indicators becomes 
available, it will be reported in subsequent 
PSO development effectiveness reports.

Progress in 
Achieving Outputs 
and Outcomes 
Targets for 2010–2012
Before assessing the progress in 
achieving outputs and outcomes targets 
for PSO, it would be instructive to get 
an idea of how the overall projected 
financial and economic returns of PSOD 
projects compare with actual returns. 
Key economic and financial indicators, 
such as the economic internal rate of 
return, financial internal rate of return, 
and weighted average cost of capital 
recorded for projects for which extended 
annual review reports (XARRs) have been 
completed, were compared with the 
values at project appraisal. Table 4 shows 
that for infrastructure projects, although 
returns were high, they were lower than 
those achieved by banking institutions 

on average.16 This is understandable as 
infrastructure projects tend to be more 
complex in their financial structuring, 
demand projections for services are 
subject to fluctuation, and constraints on 
tariff structures can in turn limit financial 
performance. For financial institutions—
both bank and nonbank—a common factor 
driving performance, and therefore returns, 
was the introduction of new technology and 
better services which led to an increase in 
demand and profitability. 

To assess PSOD’s overall performance in 
delivering outputs committed in earlier 
years, outputs targeted for projects 
approved between 1998 and 2006 are 
compared with the actual outputs delivered 
by 2010 or outputs to be delivered by 2012 
from the same set of projects.17 Information 
for infrastructure and capital markets is 
provided in Table 5. 

Private sector XARRs, audited financial 
statements as well as selected quarterly 
reports and private sector semiannual 
reports prepared in 2009–2010 were used to 
gauge actual outputs and outcomes against 
targets. In addition, staff estimates were 
used for outputs that are to be delivered 
in 2011–2012. Computations are based on 
available project information, including 
approved changes in scope and an update 
of the expected project completion dates. 
In some cases, baseline targets were 
revised as more current information 
became available.

15 The new design and monitoring framework for PSO was introduced on a trial basis in 2009, and became 
mandatory in January 2010.

16 Since Table 3 is based on the economic and financial indicators of projects approved between 1998 and 2006 
for which XARRS have been completed (a total of 13 reports), it should be noted that the numbers are not 
statistically representative of the PSOD portfolio.

17 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.
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Significant progress has been achieved in 
reaching the targets for installed energy 
generation capacity, mainly from two 
projects in India, one in the Lao PDR, and 
one in Thailand (Table 5). Attainment of the 
remaining 1% target will be confirmed upon 
completion of the XARR for a project in 
Pakistan. Similarly, the remaining 3% target 
for installation of gas transmission lines for 
a project in Indonesia, although completed, 
will be recorded once the certification of 
completion is issued during 2011.

Upward adjustments were made to the 
targets for the installation of power and 
gas distribution lines for two projects, one 
in India and the other in the PRC, with the 
latter delivering 100% of its target in 2010. 
The targeted reduction in greenhouse gas 
(GHG) emissions during 2010–2012 was 
for one project in Lao PDR, and this had 

already been delivered by 2010. Better 
data collection during the preparation of 
XARRs of energy projects initiated between 
2000 and 2003 in Bangladesh, Thailand, 
and Viet Nam, which when approved had 
not indicated a target for the expected 
reduction in GHG emissions, has helped 
to more accurately capture actual GHG 
emissions reduction by PSO. The additional 
reductions, not shown in Table 5, amounted 
to 423,565 tons of carbon dioxide equivalent 
per year (tCO2-equiv/yr). 

All targets for development of infrastructure 
for the transport and the water sectors 
had either been met or exceeded by 2010. 
While no initial estimates had been made 
for improving access to services from these 
sectors (unlike the telecommunications 
sector where targets had been indicated), 
end-of-project estimates made by PSOD 
staff indicate that close to 5 million people 
have benefitted from a road project in the 
Philippines and 50,000 households have 
benefitted from a water supply project in 
the PRC.

In an effort to develop capital markets, 
PSOD projects have focused on finance 
for housing, small and medium-sized 

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 13.4  7.7  6.5 20.1 28.5

Financial Institutions

 Banking institutions 20.3 38.9 17.1 20.0 40.9

 Nonbank institutions 18.7 15.9 23.2

EIRR = economic internal rate of return, FIRR = financial internal rate of return, WACC = weighted average 
cost of capital, XARR = extended annual review report.

Source: ADB Extended Annual Review Reports.

All targets for development 
of infrastructure and for 
private equity� funds are either 
on track or have been met or 
exceeded by� 2010.
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Table 5  Progress in Achieving the Private Sector Operations Department’s Outputs and 
Outcomes Targets for 2010–2012

Indicator
Targeted in 
1998–2006

Delivered 
in or  

before  
2010

Delivered  
(%)  

in or 
before 
2010

To Be Delivered (%) 

Targets  
Delivered  

and  
Expected 

(%)2011–2012 After 2012

INFRASTRUCTURE

Energy�

Installed energy generation 
capacity (MW equivalent)

13,911 13,832 99.4 0.6 0.0 100.00

Transmission lines 
installed or upgraded (km)

1,150 1,113 96.8 3.2 0.0 100.00

Distribution lines installed 
or upgraded (km)

48,000 40,000 83.3 16.7 0.0 100.00

Greenhouse gas emission 
reduction (tCO2-equiv/yr)

2,844,580 2,844,580 100.00 0.0 0.0 100.00

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

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 2,539 111.0 2.0 1.0 114.0

Companies assisted 
(number)

221 271 123.1 2.0 1.0 126.0

km = kilometer, MW = megawatts, NA = not available, SME = small and medium-sized enterprise, tCO2-equiv/yr 
= tons of 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 18. 

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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enterprises (SMEs), and PE 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. While a substantial 
portion of the capital markets portfolio is 
devoted to SMEs, microfinance institutions, 
and housing-related transactions, 
borrowers have only been required to report 
on their onlending since 2009. This limits 
the available output and outcome reporting. 
As a result, few inferences and conclusions 
related to target fulfillment under the SMEs 
and housing finance initiatives can be 
drawn at this point in time.18 Therefore SME 
loans delivered have not been estimated 
for Table 5. For PE funds, targets for both 
the resources made available to portfolio 
companies and the number of companies 
assisted were exceeded by 2010, and there 
will be further delivery of outputs and 
outcomes by the end of the funds’ lives.

Sector Outputs 
and Outcomes
To provide a more complete picture of 
PSOD’s contribution to development results 
beyond the core outputs and outcomes 
reflected in the ADB CRF, additional 
sector-specific indicators that capture 
more comprehensively the outputs and 
outcomes of PSO have been developed, 

and the outcomes and outputs delivered 
are analyzed separately for each sector. 
However, since a number of targets for 
2012 (Table 5) have already been met or 
exceeded, this subsection will enlarge 
the scope of the discussion by examining 
outputs to be delivered by 2016 from 
selected projects that have been approved 
between 2007 and 2010 but do not as yet 
have XARRs.19 The projects selected either 
(i) introduce a new technology, e.g., in 
renewable energy; (ii) are expected to 
generate a substantial amount of outputs 
or outcomes for the sector; (iii) reflect 
the results of privatization; or (iv) have 
an innovative financial structure. Since 
systematic information on the longer list 
of indicators has only been collected since 
January 2010, information on the selected 
projects is relatively sparse and is provided 
in Annex 2.20 When more information 
becomes available, it will be reported in the 
main text of future reports. 

Energy 

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

In terms of installed power generation 
capacity over the next few years, most 

18 It should be noted that 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.

19 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.

20 The development indicators for PSO became fully operational in January 2010. Prior to that, systematic information 
on PSO was not collected.
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21 The project involves two power stations, one of 
which became fully operational in February 2010 
and has a power output of 220 megawatts (MW). 
The second power station is targeted for completion 
in January 2012 and when completed will have a 
power output of 560 MW.

outputs are from projects in the PRC, India, 
Pakistan, the Philippines, and Thailand, with 
a mix of power from conventional sources 
as well as renewable energy technology 
such as wind (Box 2), hydro, and solar. 
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 
2013.21 It is expected that the construction 
of a coal-fired power plant in India using 
supercritical technology will generate 
substantive power generation outputs 
in 2014 (4,000 megawatts [MW]). Power 
generation outputs for 2015 and 2016 reflect 
a clear shift to renewable energy sources 
in the PRC (hydro and wind) and Thailand 
(solar). Box 3 details an earlier project that 
is helping to reduce India’s dependence on 
coal and oil by developing a cleaner source 
of energy. The Phu My power project in 
Viet Nam—the first to be developed under 
a build–operate–transfer scheme in the 
country (Box 4) and operating since 2005—
was an important ADB initiative undertaken 
to help diversify Viet Nam’s energy sources 
toward its huge reserves of offshore gas.

A power transmission project in Cambodia 
will add 221 kilometers (km) of power 
transmission lines to import power from 
Thailand to service three underdeveloped 
provinces in Cambodia’s northwest region. 
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.

Source: ADB Private Sector Operations Department.

In order to spur more private sector interest in wind power 
in the People’s Republic of China (PRC), ADB in 2010 
approved a $240 million loan package for the Jilin Wind 
Power Project in the northern region of the country. Jilin 
is one of the PRC’s best-placed provinces for wind power 
but the sector receives little private sector investment. In 
addition, ADB is supporting up to $120 million in B-loans, a 
lending instrument funded by commercial banks with ADB 
acting as lender of record. The funding consists of a dual 
currency (US dollar and yuan) loan of up to $120 million 
equivalent to China Wind Power to build and operate up to 
800 megawatts of new wind farms in Jilin province by 2013.

The multi-project financing facility—ADB’s first in wind 
power—allows ADB to reach out to a number of small 
wind power subprojects that would normally struggle 
to obtain finance because they are hard to fund on a 
stand-alone basis. The structure and ADB’s participation 
is expected to attract private sector companies and 
commercial lenders to this under-resourced but promising 
sector. The PRC has a wind energy potential of 4,350 
gigawatts (GW), one of the highest in the world.

Most wind projects in the PRC are being developed by 
large state-owned companies. China Wind Power’s wind 
farms will be among the few facilities that are majority-
owned by the private sector. 

The PRC is the second-largest energy consumer 
in the world and by 2015 its energy sector will need 
up to $70 billion in annual investment to keep up with 
demand—more than the government alone can provide. 
As such, it is imperative that the private sector become 
more active in energy projects.

Greater participation by private companies should also 
improve operational efficiency within the wind power 
sector, helping the government achieve its goal of having 
150 GW of installed wind power capacity by 2020, up from 
21 GW now.

Box 2
Mobilizing Private Sector 
Participation in Wind Power
Jilin Wind Power Project, People’s Republic of China
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Petronet LNG, which runs the first and largest liquefied 
natural gas (LNG) terminal in India, has been instrumental 
in diversifying the country’s energy by providing cleaner 
and cheaper fuel to households, transport services, and 
industrial enterprises in the northern and western regions. 
It is a success story that should inspire greater private 
sector interest in the highly capital-intensive energy sector. 

Its terminal, located in Dahej, Gujarat, saw its annual 
capacity double to 10 million tons following completion of 
an expansion in 2009 funded by a $169 million loan from 
ADB and German development cooperation through KfW. 
The terminal services 20% of India’s total gas demand.

Petronet was born out of the Government of India’s 
desire to reduce dependence on coal and oil by turning 
to imported gas, either as LNG or via pipeline. ADB has 
been involved since the project was conceived in 1997, 
providing technical assistance to India for a study to set 
up an LNG terminal with private sector participation. 
This led to the creation of Petronet by four major Indian 
energy companies—GAIL (India), Indian Oil Corporation, 
Bharat Petroleum Corporation, and Oil and Natural Gas 
Corporation. Gaz de France, the world’s fourth-largest 
distributor–buyer of natural gas, later joined the consortium. 
ADB also purchased a 5.2% equity stake in Petronet.

India is the third-largest electricity consumer in Asia, 
after the People’s Republic of China and Japan, and its 
energy demand has grown at an average annual rate of 
8% since 1995. But with power supply lagging demand 
India faces chronic outages, undermining its economic 
and social development. 

The government wants to expand the share of natural 
gas in the energy mix to 20% by 2025 from 10% in 2011 
and Petronet is expected to play a pivotal role. If the 
government succeeds, it will help ease the country’s 
reliance on domestic coal or costly imports of both coal 
and oil, which now account for 84% of India’s energy.

Box 3
Successfully Diversifying 
the Energy Sector
Petronet LNG, India

Source: ADB Private Sector Operations Department.

A municipal electricity privatization project 
in Pakistan is expected to provide electricity 
connections to 1.5 million new households. 
Another 0.5 million households will benefit 
from an expansion in the municipal natural 
gas network in PRC. Box 5 showcases the 
Meghnaghat power project in Bangladesh 
(operating since 2002) financed under a 
build–own–operate structure which has 
enabled the provision of reliable electricity 
supply to households and businesses. 

The largest reductions in GHG emissions are 
expected from three projects in the PRC.22 
The first is a municipal energy infrastructure 
development project, which will introduce 
combined heat and power technologies, 
reduce operational inefficiencies, increase 
financial viability, and lead to a reduction 
in GHG emissions of 13.5 million tons of 
carbon dioxide (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 PRC. 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 recently approved wind power project 
which will lead to a reduction in emissions 
of 1.6 million tons of CO2 per year.

Telecommunications 

PSOD assistance to the telecommunications 
sector involved three companies: 
Grameenphone in Bangladesh was the first, 

22 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 IPCC Guidelines for 
National Greenhouse Gas Inventories. 
www.ipcc-nggip.iges.or.jp/public/2006gl/index.html
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Source: ADB Private Sector Operations Department.

Just 15 years ago, only half of Vietnamese households enjoyed steady power supply and the country was dependent 
on fuel imports, which tied up critical foreign exchange. Now, around 95% of factories, stores, companies, and 
households receive the electricity they need whenever they need it; and it is sourced locally.

The Phu My Power Generation Complex in Ba Ria-Vung province in southern Viet Nam is part of the solution. The 
716.8-megawatt Phu My 3 power plant and the 715-megawatt Phu My 2.2 complex, up and running since 2004 and 
2005 respectively, provide reliable, low-cost energy powered by indigenous natural gas.

The facilities present a welcome alternative to hydropower—currently the country’s top energy source, followed by 
natural gas and coal. Viet Nam has huge hydropower potential and it accounts for 39% of the total capacity mix of 
the country’s power sector. However, hydropower is seasonal and its output is defined by river water flow, so future 
adverse changes in flow, due to factors like climate change, could alter the amount of power that is generated to the 
potential detriment of energy users.

Viet Nam, however, has substantial offshore natural gas resources of over 400 billion cubic meters. The Phu My plants 
lower the cost of imported fuel and save foreign exchange for Viet Nam. Gas now accounts for 35% of the country’s power.

The Phu My power plants were the first to be developed through the build–operate–transfer scheme in the country. 
To support private investment in the sector, ADB provided Phu My 3 a $40 million private sector loan and $31.2 million in 
political risk guarantees; Phu My 2.2 received a $50 million private sector loan and $25 million in political risk guarantees.

Box 4
Low-Cost, Onshore Power for the People of Viet Nam
Phu My Power Projects, Viet Nam
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approved in 1998; Telecom Development 
Company Afghanistan (Roshan) has 
received assistance from PSOD three times 
since 2004; and more recently assistance 
to Digicel in Papua New Guinea was 
approved in 2009. The initial Grameenphone 
project and its 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 
with Promotion et Participation pour la 
Cooperation Economique (PROPARCO) 
and 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 employment generated. 
Additional indicators cover 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 for the development and expansion 
of Roshan and Grameenphone has been 
highly successful in terms of customers 
served and employment generated. 
Information collected for Grameenphone 
records customers serviced at over 
23 million, compared to the target of 
around 4.6 million. Roshan’s customer 
base reached 4.4 million by the end of 2010, 
and is expected to increase even further 
upon completion of phase 3 of the project, 
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 

The steady and efficient electricity supply from the 
Meghnaghat power facility in southeast Dhaka, 
Bangladesh, is providing a significant and much needed 
boost to the country’s generation capacity, serving the 
growing demands of an expanding economy.

The 450-megawatt combined-cycle gas-fired power plant—
completed in 2002—accounts for 11% of the average 
generation capacity of Bangladesh and produces an 
average of 3,154 gigawatt-hours of power every year. It had 
an average annual availability rate of 91.9% in 2002–2010. 

The project has helped change lives in Bangladesh. 
Before the plant was operational annual per capita 
electricity consumption in this South Asian nation was 
just 70 kilowatt-hours, one of the lowest in the world. By 
2010, however, with the aid of Meghnaghat’s contribution 
to energy supply, the annual per capita consumption 
level had more than tripled to 220 kilowatt-hours.

The Meghnaghat plant was built using the build–
operate–own structure, supported by a $50 million loan, 
a $20 million loan from complementary financing,a and 
political risk guarantee of $70 million from ADB. Several 
financial institutions and commercial banks provided an 
additional $80 million in financing.

With more households, businesses, and farmers 
connected to the grid thanks to the improved electricity 
supply in the country, the economy is expanding steadily 
and lives and livelihoods are improving.

a  Loans arranged through the complementary financing 
scheme were renamed B-loans in 2006. 

Box 5
Steady Electricity Supply 
Powers Bangladesh 
Economy
Meghnaghat Power Project, Bangladesh

Source: ADB Private Sector Operations Department.
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is over 135,000—almost four times the 
target. Employment estimates for the other 
two projects have yet to be made.

The experience with Roshan and 
Grameenphone provided PSOD with 
valuable lessons which were put to good 
use in developing the financing for Digicel. 

Transport 

PSO in the transport sector include 
construction of national highways, tollways, 
and an airport. ADB took the lead in 
rehabilitating the North Luzon Expressway 
in the Philippines. PSOD provided a direct 
loan of $45 million and coordinated a loan 
of $25 million from a group of international 
commercial banks to the Manila North 
Tollways Corporation, which undertook the 
rehabilitation. As a result, the North Luzon 
Expressway was transformed into a toll road 
and became the first major expressway in 
the Philippines to be built, operated, and 
maintained according to international 
standards by a private sector company. 
Eighty-four kilometers of expressway 
were rehabilitated and the number of 
beneficiaries from this project is estimated 
at 4.74 million people. 

Indicators listed in Annex 2, Table A2.3 show 
that currently all of the expected outputs 
and outcomes to be delivered by 2016 are 
from an airport project in Armenia, which 
includes an expansion of the passenger 
capacity to 1.4 million, as well as an 
increase in the airport’s aircraft movement 
capacity to 18,800 airplanes per year. PSOD 
will engage in other opportunities in the 
transport sector as and when they arise.

Water, Wastewater, and  
Solid Waste Management 

Indicators for water and wastewater 
projects are provided in Annex 2, Table A2.4, 

Source: ADB Private Sector Operations Department.

An active but high-quality finance sector is crucial to 
sustained economic development and growth in Asia. 
In 2005, ADB approved a $75 million equity investment 
in the Bank of China, representing a 0.2% ownership 
stake in one of the largest banks in the People’s 
Republic of China (PRC). The investment also supported 
the PRC Government’s plan to liberalize and reform the 
banking sector. 

In addition to the equity investment, ADB provided 
the Bank of China with technical assistance and 
advisory services, which resulted in improved corporate 
governance and the implementation of safeguards 
in the institution. These efforts paved the way for the 
introduction of best practices that improved lending 
policies and procedures.

Through ADB’s assistance, the Bank of China 
developed a comprehensive set of credit policies and 
procedures that involve independent due diligence, credit 
assessment, and approval processes. This has enabled 
the bank to maintain its strong asset quality, with its 
nonperforming loan ratio declining to 1.1% in 2010 from 
1.5% in 2009 and 4.6% in 2005.

These reforms helped to further enhance the Bank of 
China’s sound reputation, and improved investor 
confidence which contributed to the successful initial 
public offering in June 2006—one of the largest in the 
world—which raised $9.7 billion.

Box 6
Strong Corporate 
Governance Ensures 
Banking Success
Bank of China, People’s Republic of China
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and include the expansion of water supply 
networks, number of new beneficiaries 
of potable water (piped and non-piped), 
and increase in wastewater treatment 
capacity. Available data cover two notable 
examples of PPPs, one each in the PRC 
and Indonesia. While the PRC project 
has been completed, outputs under the 
Indonesia project are to be delivered by 
2015 and include 480 km of water pipelines 
as well as a reduction in water losses of 
9%. The project has already established 
39,750 new connections and is well on its 
way to meeting the target for providing safe 
drinking water to 65,000 new households. 
It has also reduced distribution losses. 
A recently approved 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.

Bank and Nonbank Financial Institutions 

PSOD has adopted a new methodology 
for reporting the outputs and outcomes of 
financial institutions to recognize the fact 
that the resources made available through 
ADB assistance 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 applied to 
projects approved from 2007.

PSOD has adopted a new 
methodology� for reporting 
the outputs and outcomes 
of financial institutions to 
recognize the multiplier 
effect of the resources made 
available.

A decade ago, trading securities on Bangladesh’s 
two stock markets was a cumbersome business. 
Delivery, settlement, and transfer of shares were 
handled manually, making the process slow and 
expensive while the risks of damage, loss, forgery, and 
duplication were high. 

That has changed, though, since the Central 
Depository Bangladesh (CDB) opened up for business 
in 2003 with 30 million taka (approximately $526,000) 
in equity investment from ADB. 

The CDB provides automated depository and 
settlement services for shares listed on the Dhaka 
and Chittagong stock exchanges as well as handling 
depository services for government securities. 

Sponsored by the Investment Corporation of 
Bangladesh, state-owned and private commercial 
banks, as well as foreign and merchant banks, publicly 
listed companies, insurance companies, and the two 
stock exchanges themselves, the company has been 
highly successful. Settlement of shares of more than 
267 companies, all government securities, and two 
corporate bonds is virtually paper-free and buying and 
selling is now swift and cost-effective. 

The CDB now handles virtually all trade in Bangladesh 
stocks and government securities and the success is 
reflected in its bottom line. The CDB has seen a 112% 
compounded average growth in its operating income 
and 106% growth in its net income from June 2007 to 
June 2010.

Box 7
Increasing Efficiency in 
Bangladesh Capital Markets
Central Depository Bangladesh

Source: ADB Private Sector Operations Department.
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PSOD assistance for bank and nonbank 
financial institutions covers equity 
investments, loans and guarantees to banks 
(Box 6), trade, leasing companies, and 
other nonbank financial institutions such as 
central depositories (Box 7). Between 2007 
and 2008, PSOD assisted eight banks in 
Armenia, Azerbaijan, Georgia, Kazakhstan, 
Mongolia, and Viet Nam. As Annex 2, Table 
A2.5 indicates, the greatest numbers of 
beneficiaries are those availing of SME loans 
or leasing contracts. Table A2.5 provides 
information for assistance approved since 
2007. By the end of 2010, 593 SME loan 
accounts were opened and 369 leasing 
contracts had been awarded. SME loans 
provided as of the end of 2010 amounted to 
$244 million, and $1.7 million were provided 
for leasing contracts. Over the next 5 years, 
$152 million are expected to be provided to 
approximately 1,200 SME end-borrowers. 
Similarly, $2.5 million will be provided for 
555 lease contracts over the next 4 years. 
SME projects in Mongolia and Viet Nam 
are expected to yield the majority of SME 
beneficiaries of PSOD assistance. The leasing 
contracts are all from projects in Sri Lanka.

Private Equity Funds

PSOD’s investment in PE funds has 
channeled capital into priority areas such 
as SMEs, infrastructure, and clean energy 
and catalyzed additional financing in these 
areas. From 2000 to 2010, ADB signed 
commitments to invest a total of $675 
million in 33 funds with total committed 
capital of $4,194 million including 
commitments from other investors (Box 1). 
Nineteen of these were regional funds, 
while the rest were single-country funds in 
the PRC, India, Pakistan, and Thailand. 

Eighteen of these funds are in their 
divestment periods, and have invested 

$1,753 million into 190 SMEs and 
infrastructure companies. The other 
15 funds, that include those that promote 
clean energy, are still in their investment 
periods and have supported 105 companies 
with $997 million. A total of $461 million 
(including $80 million from ADB) are 
expected to be further invested in 
75 companies from 2011 to 2016 (Annex 2, 
Table A2.6).

Generic Outputs and Outcomes

In addition to the sector-specific indicators 
for outputs and outcomes, generic 
indicators (i.e., those common to all 
sectors) have also been included in the 
required list of development effectiveness 
indicators and in project design and 
monitoring frameworks since 2010. Prior 
to 2010, indicators and targets for generic 
outputs and outcomes were not included 
in project approval documentation in any 
systematic manner. Generic indicators 
are used to assess the catalytic effect of 
PSO on the domestic economy in terms 
of 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. The targets 
are therefore to be reported by 2016. 
While these numbers reflect the direct 
contribution of PSO to the economy, 
there will be an impact that goes beyond 
project boundaries which cannot be readily 
measured.
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Contribution to the 
Economic and Social 
Development of the Region

The private sector plays an important role 
in contributing both directly and indirectly 
to globally agreed goals of development 
such as the Millennium Development Goals 
(MDGs) and addressing other emerging 
development challenges as diverse as climate 
change mitigation and inclusive growth. 
One of the key contributions of the private 
sector is the promotion of economic growth 
through investments, knowledge transfer, 
and enhanced productivity.23 According 
to extensive research, economic growth 
contributes significantly to poverty reduction 
and higher living standards for poor people.24 
The private sector promotes growth and 
contributes to inclusive growth when it creates 
productive work opportunities in terms of 
direct employment in sectors and geographic 
regions that can be accessed by the majority 
of the labor force, poor and middle-class 
alike. The private sector can also help improve 
access to finance for a wider range of income 
groups. Another role of the private sector is 

to increase standards of living above the level 
of extreme poverty captured in the MDGs by 
improving the availability and quality of goods 
and services such as housing, infrastructure, 
health, and education. In this context, the 
private sector also plays a critical role in 
improving service delivery through PPPs.25 

23 Commission on Growth and Development. 2008. The Growth Report: Strategies for Sustained Growth and Inclusive 
Development. Washington DC: The World Bank.; and 2011. International Finance Institutions and Development 
through the Private Sector. 2011. Washington DC: International Finance Corporation.

24 Ferreira and Ravalion. 2008. Global Poverty and Inequality: A Review of the Evidence. World Bank Policy Research 
Paper 4623, and Commission on Growth and Development. 2008. The Growth Report: Strategies for Sustained 
Growth and Inclusive Development. Washington DC: The World Bank. 

25 The Growth Report 2008 states that in some countries private participation in infrastructure now accounts for 
as much as half of infrastructure spending.
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Source: ADB Private Sector Operations Department.

With the aim of harnessing the immense renewable energy resources in Thailand, ADB is providing a $70 million loan 
to build one of the largest thin-film solar power facilities in the world in the central Lopburi province. 

The $250 million, 73-megawatt (MW) facility is being developed by Natural Energy Development, a Thai company 
jointly owned by Hong Kong, China’s CLP Holdings, Japan’s Mitsubishi Corporation, and The Electricity Generating 
Public Company, Thailand’s first independent power producer.

Of all the renewable energy sources in Thailand, solar was found to be the most viable with the potential to contribute 
more than 50,000 MW of installed capacity. The plant will help fulfill this potential when it starts producing electricity 
by 2012. It will also help Thailand diversify its energy mix and to meet its target of sourcing 20.4% of its primary 
commercial energy from renewable energy sources by 2022.

The plant will rely on thin-film semiconductors, which are cheaper to produce than other types of photovoltaic cells. 
Thin films also work better in warmer climates where clouds create diffused rather than concentrated light.

To help ensure the commercial success of the plant, the Electricity Generating Authority of Thailand—the country’s 
largest electricity generator and sole distributor—has committed to buy the electricity from the plant.

ADB is also providing an additional $2 million grant from its Clean Energy Financing Partnership Facility to cover any 
contingency costs arising from the use of the highly complex thin-film technology.

Box 8
Bringing Advanced Solar Technology to Asia
Natural Energy Development Solar Power Project, Thailand
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Moreover, the private sector is a reliable source 
of revenue for government operations through 
its contribution to taxes and duties.

Infrastructure
PSOD’s strategic thrust in infrastructure 
continues to be the promotion of broad-based 
growth by helping relieve bottlenecks and 
constraints. In keeping with ADB’s strategic 
priorities, environmental sustainability is 
actively promoted. The main areas of focus 
are energy, telecommunications, transport 
(including ports and airports), and water 
infrastructure (including wastewater and 
solid waste management). 

Energy

PSOD recognizes that demand for energy 
in the region will be met primarily through 
conventional energy sources. When 
PSOD supports conventional energy 
projects, it endeavors to promote cleaner 
types, such as combined-cycle and 
supercritical technologies. In addition, 
PSOD has been making a greater effort to 
increase the share of clean and renewable 
energy in its portfolio. PSOD promotes 
clean energy by investing in renewable 
energy and improving energy efficiency, 
and by promoting new and innovative 
technologies. PSOD’s projects also help 
enhance energy security by diversifying 
away from dominant fuel sources. In recent 
years, ADB has supported innovative 
projects using solar, wind, and biomass 
technologies in countries such as the 
PRC, Pakistan, and Thailand. In addition, 
wherever possible, improvements in 
existing technologies have been supported 
to promote energy efficiency. Box 8 
describes a project using advanced solar 
technology in Thailand. Box 9 gives details 

of a corporate effort also in Thailand to 
combine different energy resources to 
reduce emissions and improve efficiency. 
The success of clean and renewable energy 
projects is expected to have a significant 
development impact through replication 
both in-country and elsewhere in the 
region. 

Telecommunications

Support for telecommunications by PSOD 
began in 1998. The choice of projects 
supported has been very selective. The 
development impact of the three projects 
supported so far has been much greater 
than expected. All of the three projects 
supported were in low income countries: 
The first was Grameenphone in Bangladesh 
where PSOD was involved since inception. 
The second was Roshan in Afghanistan. 
ADB’s support delivered development impact 
at the start-up stage, subsequently through 
countrywide coverage, and finally through 
the introduction of new services such as 
telephone banking and telemedicine. The 
third transaction was in 2009 when ADB 
made its first private sector transaction in 
the Pacific by investing in Digicel, Papua 
New Guinea, helping the company extend its 
reach beyond urban areas.

Grameenphone is a major success story. 
The project helped reduce rural–urban 
disparities, and promote rural and 
inclusive growth. Furthermore, it supports 
small business development. Roshan 
is Afghanistan’s leading mobile phone 
company and has experienced phenomenal 
growth. ADB’s investment also helped 
mobilize cofinancing from several sources, 
including other development partners and 
various commercial banks. The experience 
with Grameenphone and Roshan has been 
replicated in Digicel to good effect.
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Source: ADB Private Sector Operations Department.

Bangchak Petroleum—a leading oil refining and marketing company in Thailand—has emerged as an environmental 
role model thanks to its long-term goal of transforming itself into a “zero global warming impact company.” 

Aiming to attain zero carbon emissions across its operations and reduce greenhouse gas emissions by 460,000 tons 
annually from 2012, Bangchak has invested in biodiesel production, gasohol retail outlets, and, most recently, 
solar power. 

In 2010, ADB provided Bangchak with a $143 million loan to build two solar power plants in central Thailand to support 
the firm’s environmental goals and promote solar energy in Thailand and the region. The plants’ combined capacity of 
44.5 megawatts should cut the company’s greenhouse gas emissions by an average of 30,000 tons annually. 

ADB also provided $400,000 in technical assistance to help the firm refine the tracking of its carbon emissions and 
assessments of the carbon emissions of its products with a view to learning how to continue reducing emissions.

The project will also play a pioneering role in demonstrating the commercial viability of large-scale private sector solar 
farms that can later be replicated by other private sector investors in the region. It will also showcase investment benefits. 
Japan’s Mizuho Corporate Bank is assuming a large portion of the medium-term risk on the baht-denominated 15-year 
loan to Bangchak.

Thailand is one of the largest energy consumers in Southeast Asia and the country’s Electricity Generating Authority 
expects demand to grow by an average of 4.22% annually between 2008 and 2020. Currently, around 70% of 
Thailand’s installed power generation comes from imported natural gas, which leaves the country vulnerable to volatile 
prices and uncertain supply. However, like many other countries in developing Asia, Thailand has a very high potential 
to generate solar energy.

Bangchak is listed on the Thai stock exchange and counts the PTT Public Company Limited as its largest stakeholder.

Box 9
Offsetting the Impact of Emissions through 
Green Technology
Bangchak Petroleum, Thailand
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Transport

PSOD invests in ports and airports, urban 
transport, and national highways and 
tollways. The rationale is to promote the 
mobility of people, relieve bottlenecks to the 
physical flow of goods and services, and 
promote regional integration. In the past, 
support has focused primarily on roads. 
The North Luzon Expressway rehabilitation 
in the 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 improved road 
has also boosted tourism and investment in 
the Clark and Subic economic zones. 

More recently, efforts are being made to 
support a wider range of projects. In 2010, 
ADB supported the expansion of Zvartnots 
International Airport in landlocked 
Armenia (Box 10). 

Water, Wastewater, and  
Solid Waste Management

PSOD finances water, wastewater, and solid 
waste management projects in the context 
of urban development to address the MDG 
of increasing access to safe drinking water 
and sanitation. Wastewater treatment 
projects protect environmental resources 
by reducing pollution. Water projects have 
also provided an opportunity for PSOD 
to participate with local governments 
in PPPs—Chengdu Generale des Eaux-
Marubeni Waterworks in the PRC and the 
West Jakarta Water Supply Development 
Project in Indonesia are both PPPs. The 
Chengdu project catalyzed foreign private 
capital in the PRC’s water sector, while 

Source: ADB Private Sector Operations Department.

For landlocked Armenia, efficient air travel is critical 
to the swift transport of goods, services, and people 
both overseas and domestically. This is especially true 
given the country’s limited railway system and need for 
investment in road infrastructure.

A new two-story terminal at the Zvartnots International 
Airport, the country’s main air gateway in the capital city 
of Yerevan, being built with a $40 million loan from ADB 
in 2010, will make a large contribution to this objective. 

The world-class facilities of the new terminal will 
expand the annual capacity of Zvartnots to 3.2 million 
passengers from its current capacity of approximately 
2.0 million. Moreover, its streamlined, modern handling 
and processing systems will reduce congestion, improve 
safety, and raise environmental standards. 

Improved travel facilities are expected to help increase 
investment and tourism in Armenia, a country that has 
struggled to attract commercial funding from overseas 
since the global financial crisis. ADB expects this 
project—its first private sector infrastructure investment 
in Armenia—to demonstrate the value of investing 
in Armenia and to attract more interest from the 
international business community. 

The expanded airport will also make it easier for 
Armenians living overseas to visit home. The 7 million-
strong diaspora still has strong economic and social ties 
with the homeland and plays a key role in the Armenian 
economy. 

Zvartnots, privatized in 2002, is operated by Armenia 
International Airports under a 30-year concession 
from the government. The operator is wholly owned 
by American International Airports, a New York-based 
holding company that manages airports in Argentina, 
Ecuador, and Uruguay. 

Box 10
Efficient, Safe Air Transport
Zvartnots International Airport, Armenia
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the Jakarta project addresses the MDG of 
reducing the proportion of people without 
access to safe drinking water. Box 11 
provides details on the Songhua River Basin 
Project in the PRC designed to improve the 
environment in one of the most polluted 
river basins in the country. The project 
combines the efforts of local governments 
and the private sector to provide better-
quality water treatment. 

Capital Markets
The thrust of PSOD operations in capital 
markets is the facilitation of broad-
spectrum finance sector development, 
a lack of which is considered to be one 
of the major constraints to broad-based 
growth. This includes support for bank and 
nonbank financial institutions, PE funds, 
trade finance, and microfinance. PSOD 
played a pioneering role in some countries’ 
finance sectors. For example, it supported 
the first international commercial bank in 
Afghanistan (the Afghanistan International 
Bank) through an equity investment. 

Through financial intermediaries, PSOD 
expands access to finance, particularly for 
underserved groups. It also encourages the 
introduction of new financial products such 
as microfinance. Capital markets operations 
provide financial support for infrastructure 
development, housing, climate change, 
and clean energy. Trade finance, which 
helps promote regional integration, is 
also supported. 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 now provides large-scale support 
for microfinance. In 2010, a microfinance 
risk participation program was approved. 

Source: ADB Private Sector Operations Department.

The Songhua River Basin is the third-largest river basin in 
the People’s Republic of China (PRC) and the country’s 
leading wheat and cereal producing area. But it is also 
one of the most polluted river basins in the PRC owing to 
the massive rural–urban migration over the past 30 years 
which has overloaded water and sewage services in 
surrounding towns and cities. The discharge of untreated 
water into the river has caused widespread contamination 
resulting in a growing shortage of drinking water for the 
62 million people who rely on the river basin.

In response to this problem, the Government of the 
PRC launched the Songhua River Basin Water Pollution 
Prevention and Control Master Plan which ADB has 
supported since 2005 through technical assistance and 
loans totaling $400 million. 

Given the high costs involved, the government is keen to 
see the private sector play a key role in improving water 
supply and sewage services and reducing pollution in 
the Songhua River Basin. As part of this endeavor, ADB 
in 2010 approved loans and equity investment of up to 
$146.6 million for Tongfang (Harbin) Water Engineering, 
an affiliate of the publicly listed environmental technology 
firm Tsinghua Tongfang, to build, rehabilitate, and 
privatize water supply and treatment plants in the river 
basin for clean and affordable non-piped water supply.

The project serves as a good example of how governments, 
ADB, and the private sector work together to fund and 
address critical needs and jointly find sustainable solutions. 
Boosting private sector interest in such undertakings will 
encourage more public–private partnerships and set a 
precedent in attracting private sector finance for large-scale 
infrastructure projects to protect the environment.

Box 11
Tapping Private Capital 
for Large-Scale 
Environment Projects
Songhua River Basin Project, 
People’s Republic of China
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The program is 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 (Box 12).

Housing finance is an area that will 
continue to be supported by PSOD given 
the acute housing shortages in the region. 
Housing markets are underdeveloped 
in many emerging countries in Asia. 
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 
developed finance sector but its housing 
mortgage market has lagged behind. ADB 
has approved $300 million in long-term 
loans that, in combination with technical 
assistance, will help to develop the housing 
finance market in Indonesia (Box 13).

PE funds support a broad range of 
activities, from infrastructure development 
and clean and renewable energy, to climate 
change and SMEs. With relatively limited 
investment in PE funds, PSOD promotes 
ADB’s key strategic agendas: inclusive 
growth, environmentally sustainable 

With relatively� limited 
investment in PE funds, PSOD 
promotes ADB’s key� strategic 
agendas: inclusive growth, 
environmentally� sustainable 
economic growth, and regional 
cooperation and integration.

The poor can transform their lives with access to even 
the smallest amounts of funds. Over 100 million of 
the world’s poor have used loans of as little as $50 to 
improve their lives since microfinance was created in the 
1970s. However, many still miss out on the opportunity 
to start businesses, educate children, or pay one-off 
medical bills because of the huge gulf between demand 
for microfinance services and the availability of funds to 
respond to that demand.

In a bid to help some of the estimated 900 million people 
in Asia and the Pacific still living on less than $1.25 a day, 
ADB in 2010 approved its first large-scale private sector 
microfinance initiative to encourage local banks to extend 
more micro loans. 

Under the Microfinance Risk Participation Program, 
ADB assumes up to 50% of the default risk on loans that 
financial institutions make to microfinance institutions 
in ADB’s developing member countries. The risk 
participation agreement will enable partner financial 
institutions to provide an additional $250 million to 
microfinance institutions without taking on any extra risk. 
Because some short-term loans will expire and can be 
recycled into fresh loans, over the course of its 5-year 
life the risk participation program could provide over 
$600 million in additional lending to poor households to 
help them help themselves. 

The program should encourage more microlending in the 
longer term too. By helping commercial banks become 
more comfortable with the risk and the mechanics of 
microfinance, the program will lay the groundwork for a 
bigger and more vibrant commercial microfinance sector. 

Box 12
Serving the Financing 
Needs of the Poor
Microfinance Risk Participation Program

Source: ADB Private Sector Operations Department.
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economic growth, and regional cooperation 
and integration. It encourages the 
replication of innovative and pioneering 
projects through the use of special purpose 
funds. Box 14 provides details of the Asia 
Water Fund that is expected to encourage 
private investment in water sector 
development in the region. PE funds also 
contribute to good corporate governance in 
investee companies.  

ADB’s TFP helps promote trade, especially in 
low income countries. The TFP was started in 
2004 but was expanded substantially in 2009 
in the wake of the global financial crisis. 
The program has been extremely successful 
and has facilitated trade in a large number 
of countries winning numerous awards and 
distinctions for ADB. Some of the recent 
achievements of the program demonstrate 
that trade facilitation has a broad 
development impact that goes beyond the 
boundaries of the direct assistance provided 
(Box 15).

Development through 
Private Equity Funds
PE funds supported by ADB have invested 
in 22 countries in the region, of which 12 
are Group A and B countries. The funds 
have invested in 295 investee companies 
covering a wide range of sectors and 
industries. Forty-eight of these investee 
companies are in Group A and B countries.

The Private Investment Securities 
Management System (PRISMS) is a 
comprehensive database developed in 
2004 to support PSOD’s activities as an 
investor in PE funds. As the data repository 
for all PSOD-assisted funds, PRISMS has 
improved PSOD’s ability to manage its 
growing funds portfolio more efficiently. 
Already fully operational with regard to 

Source: ADB Private Sector Operations Department.

Indonesia has a shortage of about 8 million homes and 
a need for more over the coming years as the country 
continues to urbanize. Approximately 800,000 new homes 
are needed annually over the next 2 decades to address 
the estimated shortfall.

However, Indonesia’s housing finance market is one 
of the least developed in the region. Many families on 
moderate incomes struggle to acquire loans to finance 
home ownership. In the absence of bank mortgages, 
developers often step in to provide financing from their 
own funds which, in turn, reduces funds available for new 
housing developments. 

To break this cycle, in 2010 ADB approved the 
$300 million, fixed-rate rupiah-denominated Housing 
Finance Program designed to enable banks to offer a new 
type of mortgage loan in Indonesia—the long-term fixed 
rate mortgage. This program will help more Indonesians to 
buy homes because they will know exactly how much their 
mortgage will cost. That, in turn, is expected to stimulate 
housing construction, particularly of more affordable 
homes. And that too means more construction jobs.

Each bank participating in the program will receive 
technical assistance that includes strengthening the 
bank’s mortgage lending capacity and training, tailored to 
its needs, to help the banks work better with lower-income 
consumers.

On a broader level, developing housing finance will deepen 
the Indonesian finance sector as a whole, boost the access 
of low-income people to financial services, and support 
economic growth.

Box 13
Affordable Housing for 
the People of Indonesia
Housing Finance Program, Indonesia
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26 Private Sector Operations Department. 2010. Private 
Equity Development Impact Study. Unpublished.

Source: ADB Private Sector Operations Department.

A burgeoning world population, relentless industrialization 
and urbanization, changing food consumption, pollution, and 
climate change have put pressure on fresh water stocks. 
Global demand for water is set to double every 20 years. 

In Asia alone about 0.5 billion people still lack access 
to potable water and 1.8 billion do not have decent 
sanitation. ADB estimates that some $8 billion worth of 
annual investment is needed to meet the target for safe 
drinking water alone in the region over the next decade.

To help tackle that challenge, ADB in 2010 made its 
first-ever investment in a private equity fund solely 
focused on supporting the development of water-related 
infrastructure. The Asia Water Fund—supported by a 
$20 million infusion from ADB—has a target size of 
$100 million and will make investments in the People’s 
Republic of China and Southeast Asia. It will invest 
$5 million–$10 million in each project.

Asia Water Fund’s investments in clean water, sanitation, 
energy efficiency, and new water-related technology 
will address growing concerns over water pollution from 
domestic, industrial, and agricultural activities in the region. 
It will also channel more financing and expertise into 
capital-intensive water-related initiatives, and expand and 
improve water infrastructure in its target areas. It will closely 
monitor the projects it supports to ensure their success.

A subsidiary of Malaysia’s AmInvestment Group Berhad 
will own and manage the fund, drawing on its 24 years of 
experience in private equity investment. 

By taking part in the fund, ADB hopes to encourage more 
private investment in water sector development in Asia, 
translating into sustainable growth and improved living 
standards across the region.

Box 14
Channeling Investments 
into Water Development
Asia Water Fund

financial reporting, the system is being 
enhanced to report data on development 
impact, such as corporate governance, 
externalities, job creation, technology and 
skills transfer, and financial diversification, 
for each investee company. PSOD 
commissioned a study in 2010 that analyzed 
development impact data collected from 
265 investee companies.26 Figure 8 shows 
the number and percentage of investee 
companies that have demonstrated positive 
developments in the listed areas based on 
the findings of the study.

Corporate Governance

PE funds have enabled ADB to help raise 
the standards of corporate governance 
in 87% of investee companies reviewed 
(Figure 8). They have provided not only 
capital but also management expertise on 
financial planning and reporting, business 
expansion, and environment and social 
issues. Fund managers have helped 
professionalize the conduct of corporate 
board meetings, especially for family-run 
local businesses. 

Externalities

The investees also positively impact the 
communities where they operate. Local 

Development impact 
data on PE funds show a 
positive impact on corporate 
governance, externalities, 
job creation, technologies 
adopted ,skills transfer and, 
financial diversification
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Source: ADB Private Sector Operations Department.

ADB’s Trade Finance Program (TFP) put in a good performance in 2010 marked by rising trade finance provision and 
expanded coverage through new agreements with partner banks in Asia and elsewhere. The program, which provides 
loans and guarantees through banks to promote international trade in frontier economies in Asia, supported $4.7 billion 
in trade in the past 2 years and $2.8 billion in 2010 alone.

This demonstrates the ongoing demand for trade finance in the more challenging markets in the region and how ADB 
is stepping in to fill financing gaps left by the private sector banks which are not lending or have low lending limits for 
many developing member countries. 

But the TFP also furthers several other core goals of ADB’s overall strategy—fostering international trade, supporting 
small and medium-sized enterprises and developing the finance sector, and helping to mitigate the impact of crises. 

Through its partnerships with over 200 banks, TFP supported 783 trade transactions in 2010, of which 277 involved 
smaller firms that typically have more trouble than larger firms in obtaining trade finance. Over half of the transactions 
supported interregional trade, 386 of which supported trade between developing member countries. By the end of 
2010, the program operated in 14 developing member countries, with the most active users based in Bangladesh, 
Nepal, Pakistan, Sri Lanka, and Viet Nam. Group A and B countries accounted for 95% of TFP transactions.

As well as facilitating trade in the wake of the global financial crisis, the program also created a special flood crisis facility 
through banks in Pakistan in mid-2010 in the wake of devastating floods to support emergency imports and reconstruction. 

While the TFP’s current role is to fill market gaps, its ultimate goal is to crowd in the private sector such that the TFP 
becomes unnecessary. Providing loans and guarantees quickly in challenging economies helps participating banks to 
develop credit histories and boost their confidence in working with banks and companies further afield. In 2010, 56% of 
risk of the portfolio was already being assumed by private banks, indicating greater interest in doing business in lesser 
known markets.

Hard data showing that trade finance carries a relatively low probability of loss (0.02%) has helped convince private 
banks to consider increasing available limits for trade finance even in the most challenging markets.

A greater contribution toward drawing in further private sector participation could come from ADB’s work in 2010 with the 
International Chamber of Commerce (ICC) to create the ICC-ADB Trade Finance Default Register, the first database of 
trade finance transactions.

More importantly the ICC-ADB Register is being used to convince the Basel Committee and national regulators to treat 
trade finance as a separate asset class for capital treatment purposes which would ultimately free up swathes of capital 
to be used to support low-risk cross-border trade.

Trade Finance Program

Box 15
Filling Financing Gaps to Promote Trade 
and Economic Growth
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economies grow through the generation 
of new businesses, hiring of community 
members, and the investees’ ability to 
take advantage of the opportunities 
presented by the market. Cumulative 
taxes reported by 126 investee companies 
amounted to $472 million as of year-end 
2009. Minimizing the negative impact 
of the investees’ operations on the 
environment is another benefit generated 
by private equity financing. Private 
equity investments raise the standards 
of companies and encourage investees 
to review compliance and adherence to 
environmental policies and regulations, 
as well as ensure implementation of actions 
to address operational issues that affect 
the environment. Eighty-five percent of the 
investees indicated positive externalities 
from their operations.

Job Creation

The study found that the PE funds financed 
by ADB enabled job creation by supporting 
company growth through expansions and 
introduction of new products and services. 
Private equity involvement boosted the 
investees’ ability to increase the volume 

of their orders, acquire new clients and 
projects, and enter into new engagements 
and contracts. A total of 117,099 jobs were 
generated by 154 investee companies, 
at both staff and management levels. 
In 97 companies, the number of female 
workers increased by 11,012 during the 
PE funds’ investment period. 

The investments not only secured 
employment but also helped improve 
employees’ quality of life. Employees’ 
average monthly salary increased from $582 
before PE funds investment to $748 after PE 
funds investment. The investee companies 
also introduced programs and policies 
aimed at improving employees’ careers and 
general welfare.

Technology and Skills Transfer

PE funds investments enabled the investees 
to secure the services of experts. With 
the training and hands-on application of 
knowledge provided, the company employees 
are able to develop their skills and share 
them with colleagues. The majority of the 
investees (75%) reported that they were able 
to build the skills of their staff.

76 (29%)Demonstration effects

231 (87%)Corporate governance

225 (85%)Externalities

203 (77%)Job creation

198 (75%)Technology and skills transfer

164 (62%)Financial diversification

94 (35%)Initial public offering

Figure 8 
Private Equity� Development Impact, Year-End 2010 (number of companies)

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

Source: ADB Private Sector Operations Department.
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Financial Diversification

PE funds investments in the companies help 
diversify and expand the investees’ financing 
options. The companies are able to (i) attract 
more investors to support their businesses; 
(ii) gain access to raised debt limits or larger 
bank loans; and (iii) increase their equity 
financing. As investees gain exposure to 
various financing possibilities, they are 
also able to understand and appreciate the 
value of ensuring sound financial and risk 
management. The study showed that the 
private equity investments were leveraged by 
more than half (62%) of investees in terms of 
diversifying their financial sources.

Initial Public Offering

An initial public offering (IPO) is an important 
milestone for a growing investee company 
as it signals that the company has met the 
higher standards for corporate governance 
required by stock exchanges. An IPO 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 the general public to invest 
in it. Ninety four investee companies (35%) 
have reached this milestone.

Demonstration Effects

Investee success generates interest from 
other investors on the potential of private 

equity financing and develops the market 
as a whole. By demonstrating not only best 
practices, but also returns on investment, 
the investees are able to attract others 
to invest in the company or replicate the 
model, therefore promoting investment and 
growth for the entire sector. The market 
further benefits when this demonstration 
effect raises the operational standards of 
the competitors in the sector or industry. 
Seventy-six companies (29%) have reported 
such demonstration effects.

Corporate Social 
Responsibility
PSOD plays an important role in promoting 
corporate social responsibility through its 
assistance to projects and PE funds. This is 
achieved mainly by promoting environmental 
and social standards and good governance 
in companies and PE funds where ADB 
has equity investment. Box 16 provides an 
example of PE funds where corporate social 
responsibility has been promoted in a power 
project in Pakistan.

Environmental and Social Standards

PSOD advises clients on how to manage 
the environmental and social risks of 
projects. It also guides them in engaging 
stakeholders in the environmental and 

PSOD play�s an important role 
in promoting corporate social 
responsibility� through its assistance. 
In particular, PSOD seeks to 
set international standards on 
environmental and social practices.
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social assessment and planning process. 
Through its participation, PSOD seeks to set 
international standards on environmental 
and social practices which may not 
necessarily have been adopted otherwise. 
All PSOD assistance complies with ADB 
policy-mandated environmental and social 
safeguards.

PSOD conducts due diligence and provides 
technical guidance on environmental 
and social screening and analysis. Based 
on the nature of projects, 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 9. 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 from 2002 to 2010. PSOD has 
helped drive the safeguards agenda in all 
projects assisted since 2002. More recently, 
capacity development programs have 
been undertaken to advance safeguards 
compliance in financial institutions. 

PSOD assists in the preparation and 
implementation of environmental 
assessment reports, environmental and 
social management plans including 
resettlement, and Indigenous Peoples 
Plans, among other social plans. 
During implementation, PSOD monitors 
compliance, conducts site visits, and 
identifies any safeguards actions needed. 
PSOD’s advice to clients does not end at 
managing risks but extends to promoting 
and supporting environmental improvement 
and sustainability (Box 11). 

With respect to capital markets, PSOD 
works with financial intermediaries such as 

Source: ADB Private Sector Operations Department.

Independent power producer Uch Power provides 
reliable and affordable electricity through its gas-fired 
power plant in Dera Murad Jamali in Balochistan, the 
largest and poorest province in Pakistan. In 2011, 
the company secured an ADB loan of $100 million to 
develop the 404-megawatt (MW) Uch-II power plant to 
add to its existing 586-MW facility. 

Through its corporate social program, Uch Power has 
set its sights on making a difference in the lives of the 
people within its community and further afield. 

Uch Power’s efforts reflect ADB’s own efforts to improve 
lives and livelihoods in Asia and the Pacific. Since its 
operations began in 2000, Uch Power’s corporate social 
program has channeled $3.7 million into education, 
infrastructure, health and sports, and emergency relief. 

Education gets the largest share, with Uch Power 
funding the construction of three primary schools, as 
well as providing vans, computers, desks, and electric 
water coolers. An endowment fund at Lahore University 
will also benefit students from Balochistan. The district 
hospital in Dera Murad Jamali has also received 
ambulances and medical supplies thanks to Uch Power.

The firm has also financed road development and the 
rehabilitation of the Dera Murad Jamali railway station, 
the installation of electric lines, water filtration facilities, 
and drinking water tanks, all of which have made it 
easier for residents to get to work and school and has 
improved their health.

Box 16
Making a Difference 
through Corporate 
Social Responsibility
Uch Power, Pakistan
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Table 6 ADB Safeguards Documents Requirements by� Category�

Safeguards 
Category� 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 Private Sector Operations Department.

Figure 9 
Private Sector Operations Department’s Portfolio by� Safeguards Classification, 2002–2010 

(number of projects)

Note: Prior to 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.

— 10

— 20

— 9

— 5

— 3
— 60

Infrastructure Capital Markets

Environment

A B C FI

— 6 2

— 14
10

— 22 — 45

— 8

Infrastructure Capital Markets

Involuntary Resettlement

2 — 5
2 3

— 38
— 49

— 8

Infrastructure Capital Markets

Indigenous Peoples

A B C FI

A B C FI



Contribution to the Economic and Social Development of the Region | 39

Source: ADB Private Sector Operations Department.

Developing member countries need to strengthen their safeguards systems and develop their capacity to address 
environmental and social issues if they are to ensure long-term economic growth and poverty reduction. To help them, 
ADB’s Private Sector Operations Department (PSOD) has been increasing its efforts since 2008 to improve its private 
sector clients’ understanding of these issues and their ability to manage them. 

One way that it has been doing this is through training programs. Among the private sector partners that have undergone 
capacity building and training on environment and social safeguards are private equity funds, waste-to-energy developers, 
and commercial banks in the People’s Republic of China and Malaysia. 

In December 2010 for example, PSOD took a new training program to Viet Nam to work with private equity funds 
Dragon Capital Group and Mekong Capital, both based in Ho Chi Minh City. 

This pilot program—Environmental and Social Management System Capacity Building for Private Sector Financial 
Institutions—is specifically aimed at private companies under a broader ADB technical assistance project called 
Strengthening the Use of Country Safeguard Systems.

In addition to learning about ADB’s safeguard policies and understanding how to manage environmental and social 
standards, the training program included a hands-on visit to see how those standards are successfully applied on a 
daily basis at an investee company.

At Ngo Han Joint Stock Company, a leading manufacturer of magnet wires for copper and aluminum wires, in Dong Nai 
province of Viet Nam, trainees met with management to understand how they are applying environmental and social 
safeguards. The visit to the company—which has ISO9001, ISO14001, and SA8000 certifications in quality management—
helped the trainees understand the importance of such safeguards and how they can be best applied elsewhere.

Boosting safeguards knowledge at the funds and firms that ADB invests in also gives ADB confidence that its 
investments will perform better in the long run. PSOD aims to conduct similar training with private sector financial 
institutions in Bangladesh, India, and Indonesia.

Environmental and Social Management System Capacity Building for the Finance Sector

Box 17
Helping the Private Sector Manage Environmental 
and Social Issues
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PE funds, guarantee facilities, and banks 
for the development of 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.27

To enhance client effectiveness in dealing 
with safeguards issues, capacity building 
through technical assistance is also 
provided (Box 17).

Corporate Governance

PSOD helps improve corporate governance 
primarily through its equity investments. 
PSOD undertook a review of its equity 
investments in 2010.28 The review compared 
the goals set for improving corporate 
governance at the time of approval against 
actual improvements in the investee 
companies. The review found that the 
expectations as articulated in the project 
proposals were substantially met. The 
exercise affirmed that equity investment is 
a powerful tool in promoting ADB’s agenda 
of improving corporate social responsibility. 
The review further concluded that when ADB 
provides technical assistance in addition 
to being an equity stakeholder there is an 
even greater impact. Two projects to which 
technical assistance was provided showed 
marked improvements and were cited by 
independent bodies for their exemplary 
corporate governance. In one, technical 
assistance was used to prepare a liquefied 
natural gas terminal project, and in the other, 
technical assistance provided training to 
senior management in corporate governance. 
The first project also had a successful IPO.

ADB’s investments in PE funds, 
particularly those that target non-listed 
mid-sized enterprises, helped promote 
good corporate governance and ensure 
compliance standards 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. 

PSOD’s equity investment in the 
Afghanistan International Bank (AIB) is a 
good example of how such assistance can 
help introduce good governance practices. 
Through ADB’s membership in 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 
bank gain public trust and confidence. 
As a result, such practices were introduced 
for the first time in Afghanistan’s nascent 
banking sector.

Technical Assistance 
and Advisory Services
PSOD provides a limited amount of 
technical assistance (TA) and advisory 
services to its clients. TA covers project 
preparation, addressing regional issues 
and concerns, and capacity development. 
In 2010, PSOD processed one project 
preparatory TA project amounting to 
$630,000, three regional development 
TA projects amounting to $1.48 million, 
and two capacity development TA projects 
amounting to $992,000.

27 In July 2009, ADB’s Board of Directors approved the new Safeguard Policy Statement governing the 
environmental and social safeguards of ADB’s operations. The policy aims to avoid, minimize, or mitigate 
harmful environmental impacts and social costs, and to help clients strengthen their safeguard systems.

28 Private Sector Operations Department. 2010. Review of Performance of PSOD Equity Investments. Unpublished.
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Operational Effectiveness

PSOD’s portfolio continues to perform well 
and make a positive contribution to the net 
income of ADB. In 2010, income from PSOD 
operations was substantial: gross income 
from loans amounted to $115 million, 
gross income from equity investments was 
$106 million, and guarantees contributed 
a further $30 million. Accounting for 
financing, administrative, and operational 
expenses, the net income contribution 
from PSO remained significant. The 
operational effectiveness of PSOD is 
assessed against operational quality 
and portfolio performance, including 
finance mobilization, strategic focus, and 
partnerships. The assessment is aligned 
with the CRF assessment of operational 
effectiveness.

Operational Quality 
and Portfolio 
Performance 
PSOD introduced several changes in 2009 
to improve the business processes for 
the formulation, risk assessment, credit 

review, approval, and management of 
PSO.29 The ADB Development Effectiveness 
Review 2010 rated the quality of all of ADB’s 
nonsovereign operations (NSO) in terms of 
quality at entry (QAE), project performance 
during implementation, quality of 
completed operations, and disbursement 
performance. This report does the same 
for PSO. In addition, PSOD pays special 
attention to riskier projects and monitors 
them closely to improve the quality of its 
portfolio. Furthermore, rigorous integrity 
due diligence is conducted for all PSO.

29 In 2009, PSOD introduced standardized private sector templates for the concept review paper, and the report 
and recommendation of the President (RRP) 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. 
Work on the streamlining of business processes is continuing.
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Quality at Entry of Private Sector Projects

Quality at entry (QAE) is assessed in terms 
of the completeness of the documentation 
prepared for project approval. This covers the 
quality of the report and recommendation 
of the President (RRP) and associated 
documents. Of the 28 private sector projects 
approved between 2008 and 2009, 14 were 
assessed by ADB’s Independent Evaluation 
Department (IED). Performance criteria used 
for the assessment included additionality 
and complementarities, compliance with 
safeguards, articulation of development 
objectives, and strategic alignment with ADB 
strategy. Of the 14 projects assessed, all but 
one had been processed before the adoption 
of new business and credit processes 
introduced in 2009. The new processes 
were specifically introduced to improve 
project quality, including QAE. Since the 
projects assessed had not benefitted from 
the new processes, the proportion of PSOD 
projects rated successful with respect to 
QAE was 57% (Table 7). The one project 
that did incorporate the new processes 
fared particularly well in the assessment. 

Therefore, it is expected that the QAE of new 
projects will fare much better in coming 
years and may even exceed the target (85% 
for NSO) in the next QAE assessment.

Project Performance during 
Implementation 

Since 2010, PSOD prepares semi-annual 
reports for its projects covering essential 
credit milestones. Detailed information 
on project implementation is also being 
collected through these reports for a 
few projects. In addition, reporting on 
the status of development outputs and 
outcomes is required annually for all 
projects. Information from the semiannual 
and annual reports is provided to the 

Table 7 Operational Quality� and Portfolio Performance

Rated successful or highly� successful

Operational Quality� Criteria
No. of 

projects No. %
2012 

Target (%)

Quality at Entry and Portfolio Performance

 Quality at entry of projects rated satisfactory (2008–2009)a 14  8  57 85

  Average time from approval to first disbursement: 8.6 monthsb

Quality of Completed Operations (2008–2010)

 Completed operations rated successfulc 15 12  80 80

  Energy  3  3 100

  Finance 11  8  73

  Transport and ICT  1  1 100

ICT = information and communications technology.
a Quality-at-entry assessments of country partnership strategies and projects are conducted every 2 years. 

Based on approved projects in 2008–2009.
b Based on projects approved during 2005–2009.
c Based on 15 extended annual review reports prepared during 2008–2010.

New processes have been 
introduced to improve 
project quality�, including 
quality�-at-entry� and project 
performance.
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Office of Risk Management (ORM). 
Projects that have a high risk rating 
require close and frequent monitoring. 
For debt and guarantee transactions 
rated 10 to 12 (significant to high credit 
risk) quarterly reviews are required, and 
for transactions rated 13 (very high credit 
risk) and D (defaulted) PSOD requires 
monthly review. For defaulted projects that 
require restructuring, the transactions are 
transferred to ORM.30 

Quality of Completed  
Private Sector Projects 

Based on 15 extended annual review 
reports (XARRs) prepared for private 
sector projects between 2008 and 2010, 
ADB established a target of 80% for 
completed nonsovereign projects to be 
rated successful. This target has already 
been met for the private sector (Table 7). 
Of the 15 XARRs, 4 were in infrastructure 
(3 in energy and 1 in transport), and 11 were 
in finance. The 4 infrastructure projects 
were all rated highly successful, whereas 
8 finance projects (73%) were rated either 

highly successful or successful. Six of 
the 15 projects were in ADF countries 
(one in Afghanistan, two in Azerbaijan, 
two in Bangladesh, and one in Mongolia). 
Changes to the evaluation procedures for 
finance sector projects to better reflect 
outcomes and outputs are expected to 
improve the ratings of such projects.

Disbursement Ratio for  
Private Sector Projects 

PSOD did particularly well in terms of 
disbursements. The ADB target for overall 
disbursement ratio31 for NSO is “at least 
50%” by 2012.32 For PSO the disbursement 
ratio increased from 37% in 2009 to 51% in 
2010, achieving the target well ahead of the 
target date. 

However, these overall ratios do not 
reflect the variation in disbursement by 
financing instrument (Table 8). For project 
finance loans there has been an increase 
in disbursement ratios between 2009 and 
2010. For financial intermediaries, the wide 
fluctuation in the disbursement ratio reflects 

30 ADB. 2010. Operations Manual section D10/Bank Policies dated 14 June 2010 para. 54.
31 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).
32 The target was set based on disbursement ratios of 43% in 2006 and 61% in 2007.

Table 8 Disbursement Ratio for Private Sector Operations, 2008–2010 (%)

Financing Instruments 2008 2009 2010

Project finance loans 35.7 36.0 48.7

Corporate loans

 Infrastructure 55.5 56.7 53.1

 Capital markets 41.1  6.9 80.5

Subtotal: Project and Corporate Loans 43.9 40.1 53.9

Equity funds 30.2 15.0 14.9

Overall 45.0 37.0 51.0

Note: Disbursement ratio for the year is computed as 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.
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the nature of the sector; while 2 years are 
allowed as the “drawdown period” for funds 
by financial intermediaries, the drawdown 
can be very quick depending upon market 
demand (as in 2010). Similarly, for equity 
funds it is difficult to predict drawdown 
amounts as these are determined by the 
demand for financing by investee companies.

Finance Mobilization 

ADB defines direct value-added (DVA) 
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.”33

As the data in Table 9 show, 2009 was 
a unique year because of the financial 
crisis. Commercial cofinancing decreased 
as a result of both a decrease in B-loans 
and a sharp fall in the debt portion of 
project costs financed by commercial 
loans. This was accompanied by a sharp 
rise in trade finance requirements, even 
for those developing countries that were 
not experiencing a financial crisis, and is 
reflected in the rise in the aggregate volume 
of trade transactions guaranteed.

Although there was an overall jump in 
the DVA cofinancing ratio in 2009, this 
should be interpreted with caution as it 
was due to the sharp fall in OCR loans 
rather than a rise in cofinancing. PSOD’s 
DVA cofinancing ratios under the current 
definition are normally within a range of 
3.0–3.6, as recorded for 2008 and 2010. 

33 Cofinancing is defined as a shared financing with a third party (other than project sponsors) on a transaction-
specific basis for a project or program associated with ADB funds, risk taking or administrative involvement. 
ADB. 2006. ADB’s Financing Partnership Strategy. Manila.

Table 9 Direct Value-Added Cofinancing, 2008–2010 ($ million)

Indicator 2008 2009 2010

(A) DVA cofinancing 4,237 2,392 3,793

       Official cofinancing – grants 2

       Commercial cofinancing 4,237 2,392 3,791

        B-loans 425 276 320

        Debt partially guaranteed by ADB 300

        Unfunded risk participation 200

        Aggregate volume of letters of credit/ 
        trade transactions covered by ADB’s  
        Trade Finance Program 

461 1,896 2,765

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

3,151 220 406

(B) PSOD OCR loans 1,297 304 1,053

       Cofinancing ratio = (A)/(B) 3.3 7.9 3.6

(C) Total PSOD assistancea 2,253 1,670 1,918

ADB = Asian Development Bank, DVA = direct value-added, OCR = ordinary capital resources, PSOD = Private 
Sector Operations Department.
a Total assistance covers gross approvals for OCR loans and guarantees, including ADB’s Trade Finance Program.

Source: ADB Private Sector Operations Department.
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Figure 10 shows the total volume of PSOD’s 
DVA cofinancing for 2010.

Monitoring of Accounts at Risk

PSOD has a dedicated unit that provides 
support to PSOD operations divisions for 
the management of accounts that are on 
the watch list as identified by ORM. Such 
accounts are termed “special accounts” 
and are administered by the unit in 
coordination with operations divisions of 
PSOD and ORM. Tasks undertaken by the 
unit in 2010 included restructuring of a 
distressed equity and the monitoring of 
loan and equity investments in banks and 
corporations. 

Integrity Due Diligence

Introduced in March 2010, the Integrity 
Due Diligence Guidelines are now 
applied to all PSO. The general principles 

are (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 appearing 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. 

Contribution of 
the Private Sector 
Operations 
Department to ADB’s 
Strategic Focus
As seen in Figure 1 and the preceding 
sections, PSO align well with ADB’s 
strategic focus as identified in Strategy 2020. 
PSO support the strategic development 
agendas of ADB: inclusive growth (e.g., 
through creating opportunities for work 
either directly or through the finance 
sector), environmentally sustainable growth 
(e.g., through clean energy projects and 
establishment of environmental and social 
safeguard systems), and regional integration 
(e.g., through infrastructure development 
and financing for trade and cross-border 
investment).

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

Figure 10 
Direct Value-Added Cofinancing, 2010

DVA = direct value-added, OCR = ordinary capital 
resources, PSOD = Private Sector Operations 
Department.

Source: ADB Private Sector Operations Department.

Cofinancing ratio: 3.6

DVA
cofinancing
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PSOD OCR
loans

$1,053 million
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In addition, PSOD’s operations support 
four of the five core operational areas 
of ADB. PSO promote finance sector 
development through bank and nonbank 
financial institutions; undertake direct 
infrastructure development; contribute 
to regional cooperation and integration 
through capital market interventions; and 
improve the environment through projects 
that introduce cleaner energy technologies 
and help reduce GHG emissions. At present 
there are no PSO in education, the fifth core 
operational area listed in Strategy 2020. 

Finance sector development is an integral 
part of private sector development, and 
PSOD’s support to capital markets (41% 
of its portfolio as of 2010) generates both 
direct and indirect impacts in terms of 
poverty reduction through support to 
SMEs, microfinance, trade finance, and 
other areas which contribute to both 
upstream and downstream jobs. In order to 
better articulate its strategic objectives and 
their contribution to ADB’s development 
agenda, the Capital Markets and Financial 
Sectors Division of PSOD developed a 
business plan for 2010–2012 and presented 
it to the ADB Board in an informal seminar 
in 2010. Box 18 provides details of the 
business plan.

Regional cooperation and integration 
is supported through the Trade Finance 
Program, regional private equity funds, 
and cross-border infrastructure projects. 
Forty-three percent of approvals in 2010 and 
18% of the portfolio as of the end of 2010 
was in support of regional cooperation and 
integration.

PSO also promote environmental 
sustainability through clean energy and 
energy efficiency operations, and the 
implementation of ADB’s environmental 
safeguards. Forty-six percent of approvals in 
2010 and 14% of the portfolio as of the end 
of 2010 were in support of the environment.

Five drivers of change are identified in 
Strategy 2020 to achieve ADB’s strategic 
vision. PSOD directly supports three of 
the five drivers of change: private sector 
development and PSO, good governance 
and capacity development, and partnerships. 
It indirectly supports knowledge solutions—a 
fourth driver of change—through innovative 
and replicable projects. PSOD also provides 
inputs to ADB’s knowledge networks 
(Table 3). PSOD has been endeavoring to 
better capture its impact on promoting 
gender equity—the fifth driver of change.

Although all of PSOD’s operations support 
private sector development, initiatives need 
to be tailored to specific country conditions 
to ensure that ADB adds value where it 
is most needed. For lower-income and 
fragile economies, ADB funds projects and 
mobilizes resources through other investors, 
who may not generally have the risk appetite 
given the prevailing political and economic 
uncertainties in such economies. An 
example of this is the development of gas 
power plants in Viet Nam (Box 4). For higher 
income countries that have greater access 
to capital, ADB focuses on more innovative 
projects, such as solar power projects in 
Thailand (Boxes 8 and 9).

PSOD operations add value 
where it is most needed. 
In lower income and fragile 
economies, PSOD funds 
projects and mobilizes 
resources through other 
investors who may� not 
generally� have the risk appetite 
given the uncertainties in such 
economies.
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Source: ADB Private Sector Operations Department.

The Private Sector Operations Department’s Capital Markets and Financial Sectors Division (PSCM) supports ADB’s 
poverty reduction agenda through projects and programs that promote finance sector and infrastructure development, 
protect the environment, and encourage regional integration across developing member countries. PSCM developed a 
business plan for 2010–2012 that is designed to enhance the development impact of capital markets operations.

PSCM relies on and complements the efforts of ADB’s regional departments in creating an enabling environment that 
will foster the expansion of the region’s finance sector and help provide the macroeconomic conditions and institutional 
framework in which private sector financial institutions can thrive.

In 2010, PSCM expanded its areas of operation. In addition to financial institutions, private equity funds, and trade 
finance, PSCM focused on microfinance and climate change finance, which develops and implements private sector 
finance solutions for climate change mitigation and adaptation.

PSCM selects projects compatible with ADB’s country partnership strategies and suitable to the needs of the finance 
sector of each country. For example, in countries which have seen limited finance sector reform, PSCM helps by 
providing commercial bank facilities to strengthen private sector banks or increase market reach to small and medium-
sized enterprises. In countries where finance sector reform is more advanced, typically there is more substantial private 
sector participation and so PSCM will intervene by encouraging new financial products or strengthening financial 
institutions.

Following a review of its performance, PSCM plans to balance its portfolio in terms of risks and returns against a 
project’s completion period. For example, projects that combine multiple transactions into one board approval (the 
Trade Finance Program, infrastructure finance facilities, and future climate change or microfinance facilities) are 
more complex and time-consuming, but these factors will be offset by the programs’ development impact. PSCM may 
support long-term projects with limited financial gains if their development impact is extensive and far-reaching. 

Where possible, PSCM will also leverage available staff through cooperation with cofinancing partners or through the 
creation of program-style facilities.

Box 18
Capital Markets and Financial Sector Division 
Business Plan and Priorities, 2010–2012
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As discussed in the previous section, 
PSOD has been promoting good corporate 
governance and capacity development 
through its equity investments and 
technical assistance and advisory services.

Partnerships
PSO by their very nature, and that of 
the operating environment wherein they 
usually take place, require partnering 
with a number of institutions. PSOD’s 
partnerships involved commercial lenders, 
sponsors, and bilateral and multilateral 
institutions and agencies. An examination 
of the portfolio shows that PSOD has 
partnered with 5 multilateral institutions, 
15 bilateral agencies, and 6 export and 
import banks from ADB member countries. 

In 2010, PSOD also began harmonizing 
its work on indicators that measure the 
development effectiveness of PSO with 
other multilateral and bilateral agencies, 
including the multilateral development 
banks. PSOD continues to contribute to 
the Common Performance Assessment 
(COMPAS) of the multilateral development 
banks by providing relevant private sector-
related information. PSOD staff have 
participated in business opportunity 
seminars in France, Germany, Portugal, 
Singapore, Spain, Thailand, and Turkey 
to facilitate partnerships with client 
companies. PSOD staff have also 
participated in international forums 
and contributed to joint IFI reports to 
deepen knowledge of the private sector’s 
contribution to globally agreed development 
goals and broader development impacts.
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Organizational 
Effectiveness

PSOD’s organizational effectiveness is 
reviewed in terms of its utilization of human 
resources and gender balance, and its 
business processes and processing time. 
PSOD has been striving to improve its 
organizational effectiveness through more 
efficient use of resources, streamlining 
and improving business processes, and 
more efficient management of the approval 
process.

Human Resources 
and Gender Balance
PSOD is composed of the Office of 
the Director General, the Operations 
Coordination Division, the Capital Markets 
and Financial Sector Division, and 
Infrastructure Finance Divisions 1 and 2. 
Sixty-two international staff positions were 
allocated to PSOD in 2010 (including two 
management positions). Table 10 lists the 
international staff positions by seniority 
and Figure 11 gives the distribution by 
division and gender. Particular attention has 
been given to improving the department’s 
gender balance. Women comprised 23% of 
international staff in 2010.

Business Processes 
and Processing Time
There are four milestones in the processing 
time of PSO: concept clearance, Board 
approval, signing of legal documents, and 
effectiveness. The project concept is cleared 
when the Investment Committee instructs 
the project team to proceed with due 
diligence. Prior to seeking Board approval, 
the project team presents the report 
and recommendation of the President 
(RRP) to the Investment Committee for 
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endorsement. The financing commitment 
is finalized after Board approval and prior 
to the signing of the legal documents. The 
assistance becomes effective when the 
sponsor meets all the conditions precedent 
to disbursement. 

Figure 12 shows the project processing time 
of projects that became effective in 2008, 

2009, and 2010. Seventy percent of these 
projects were approved, signed, and made 
effective within 12 months. The spike in the 
approval of processing time in 2009 was 
primarily due to one project that was signed 
48 months after approval. The delay was 
caused by the confluence of independent 
events, including changes in the tariff 
regime, increases in project cost, and the 

Table 10  Private Sector Operations Department International Staff by� Seniority� Level, 2010 (number)

International Staffa

Gender

Vacant
2010 

(Budgeted)Male Female

Principal Investment Specialist and above 11  4  4 19

Senior Investment Specialist/PAU Head/Senior Specialist 12  3  3 18

Investment Specialist/Specialist 14  4  7 25

Total 37 11 14 62

PAU = Project Administration Unit.
a Excludes secondees, Young Professionals, and those on a fixed-term contract.

Source: ADB Private Sector Operations Department.

Figure 11 
Private Sector Operations Department International Staff Distribution by� Division and Gender, 

Year-End 2010 (number)

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

Note: The numbers do not include 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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35 ADB. 2010. Nonsovereign Operations. Operations Manual. OM Section D10/BP. Manila.

pull-out of the engineering procurement 
and construction contractor. The new risk 
management standards introduced in 
2009 are designed to align ADB with some 
other IFIs.35 The new standards have led to 
a slight increase in processing time. They 
have, however, benefitted ADB by improving 

Figure 12 
Project Processing Time, 2008–2010 (months)

PSOD = Private Sector Operations Department.

Source: ADB Private Sector Operations Department.
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It takes 15.6 months on average for PSOD project processing 
from concept clearance to first disbursement. 

the management of risk in private sector 
projects. As PSOD moves into more difficult 
markets, focuses on smaller transactions, 
and works with less sophisticated sponsors 
in frontier economies, it is likely that 
processing time may increase further in 
the future.
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Conclusions and 
Actions Going Forward

Conclusions
This second Development Effectiveness 
Report for ADB’s Private Sector Operations 
illustrates their contribution to ADB’s 
overall development efforts and to the 
broader development of Asia and the 
Pacific. The report has made the best use of 
currently available quantitative information 
to provide relatively more detailed reporting 
and analysis of PSO than was presented in 
the Development Effectiveness Report 2009.

The information available indicates that 
the development impact of PSOD’s 
assistance is significant, usually indirect, 
and goes beyond project boundaries. 
The report confirms that the outcomes 
and outputs of transactions have met or 
exceeded targets, and PSOD-supported 
projects have contributed significantly 
to the economic and social development 
of the region. PSOD has helped promote 
broad-based and inclusive economic 
growth, contributed to environmental 
sustainability, facilitated broad-spectrum 
finance sector development, contributed 
to regional cooperation and integration, 
and encouraged compliance with social 
safeguards. PSOD assistance has been 
a major contributor to relieving binding 
constraints and barriers to development, 

in particular through its energy and finance 
sector projects. PSOD has made a wider 
impact on the overall development of 
the region by supporting innovative and 
replicable projects. It has also contributed 
to improving the standards of corporate 
governance and encouraging corporate 
social responsibility.

PSOD has made significant strides 
during 2010 to further enhance and 
improve its operational effectiveness 
in terms of its operational quality and 
portfolio performance, contribution to 
ADB’s strategic focus, management of 
portfolio risk, and ensuring integrity due 



Conclusions and Actions Going Forward | 53

diligence. More effective use of human and 
financial resources, and more rigorous and 
systematic business processes resulted in 
more effective internal organization and 
better coordination with ADB’s operations 
and other departments. 

Actions Going 
Forward
PSOD is introducing further initiatives to 
strengthen its development effectiveness. 
These include introducing more streamlined 
processing templates, promoting investments 
in social sectors, making more strategic 
and effective use of technical assistance 
and advisory services, and harmonizing 
development effectiveness monitoring and 
reporting indicators with other IFIs.

Introduction of Streamlined Templates 
for the Report and Recommendation 
of the President

The RRP template used for private sector 
projects in 2010 takes into consideration the 
recommendations of the IED-led quality-at-
entry exercise, and the 2008 Private Sector 
Task Force.36 The template included more 
explicit information on PSO alignment 
with ADB strategies, better articulation 
of the development effectiveness of the 
project (including a design and monitoring 
framework), and the reporting requirements 
of the credit process under the revised 
Operations Manual section D-10. 

Further streamlining of the RRP template 
is being undertaken at the request of 

Management and the Board. PSOD 
implemented the streamlined RRP for PSO 
in the first quarter of 2011. This ensures 
that the minimum reporting requirements 
on alignment with ADB strategies, 
development effectiveness, and the revised 
credit process continue to be met.

Promoting Investments in Social Sectors

PSOD will work on a range of prospective 
projects and innovative products that 
should help foster investments in social 
sectors. Examples of these sectors are 
education—a key strategic priority under 
Strategy 2020, health, and the urban sector, 
including water at subnational levels. 

Use of Technical Assistance

As ADB PSO needs to be substantially 
increased in volume and share of ADB 
operations to reach Strategy 2020 targets, 
PSOD financing must be extended in 
depth and breadth to new markets, client 
groups, and sectors. This will necessitate a 
revised and updated approach in terms of 
mainstreaming TA to become a major part 
of PSOD’s future operations. The Board has 
been advocating greater use of TA-backed 
approaches by PSOD in its investment 
to achieve higher development impacts 
and promote capacity development and 
pro-poor outputs. The increased TA and 
grant funding requirements are reflected 
in the 2011 TA pipeline, which features 
investments particularly in renewable 
energy, energy efficiency, SMEs and 
microfinance, PPP, and safeguards. 

36 ADB. 2009. The Quality-at-Entry Assessment of the Asian Development Bank Country Partnership Strategies 
and Projects Approved in 2006–2007. Manila. The Private Sector Task force was set up in November 2008 to 
examine ways in which private sector development and nonsovereign operations can best be integrated into 
or aligned with Strategy 2020.
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Harmonization with Other 
International Financial Institutions

PSOD will continue working with other IFIs 
to harmonize development effectiveness 
monitoring and reporting indicators. 
PSOD staff are part of an IFI working 
group undertaking this exercise. ADB is 
responsible for finalizing the indicators for 
infrastructure access, while other IFIs have 

responsibility for other sectors related to 
PSO. The work is to be completed in 2012.

PSOD is also part of an IFI working group 
preparing a joint report on the relevance 
and importance of IFIs in engaging with 
the private sector to promote private sector 
development. The joint IFI report is to be 
published in the third quarter of 2011. 
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Table A1.1 Signed Assistance by� Subsector, 2010 ($ million)

Subsector Amount %

Clean energy 353 42

Finance sector development 130 16

Conventional energy 100 12

Banking systems  97 12

Water supply and sanitation  47  6

Money and capital markets  40  5

Air transport  40  5

Funds  25  3

Note: Clean energy is used in this report to refer to renewable energy projects and energy efficiency and 
conservation projects.

Source: ADB Private Sector Operations Department.

Table A1.2 Signed Assistance by� Country�, 2010 ($ million)

Country� Amount %

Thailand 194 23

People’s Republic of China 182 22

Regional 180 22

Philippines 100 12

Georgia  50  6

Kazakhstan  47  6

Armenia  40  5

Indonesia  40  5

Source: ADB Private Sector Operations Department.

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

Amount %

Infrastructure 571 69

Environment 300 36

Regional cooperation and integration 170 20

Finance sector development 317 38

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

Source: ADB Private Sector Operations Department.

Annex 1

Signed Assistance in 2010
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Table A2.1 Energy�

Indicator
Delivered 
up to 2010

Targeted by� Projects Approved by� End-2010
2011 2012 2013 2014 2015 2016

1.  Installed energy generation 
capacity (MW equivalent):

13,832 79 1,051 4,293 1,125 1,331

  1a.  Installed power generation 
capacity (MW equivalent)

9,749 79 1,051 4,293 1,125 1,331

  1b.  District heating capacity 
created (MW)

  1c.  Combined heat and power 
capacity created (MW)

  1d.  Refinery capacity 
installed (MW equivalent)

4,083

 2.  Transmission lines installed 
or upgraded (km)

1,113 258

  2a.  Power transmission lines 
installed or upgraded (km)

1,113

  2b.  Pipeline (oil/gas) built (km) 258

 3.  Distribution lines installed 
or upgraded (km)

40,000 8,000 1,500

 4.  New households connected 
to electricity (number) 

1,568,000

 5.  New households connected 
to natural gas pipeline 
(number)

500,000

 6.  New industries connected 
to natural gas pipeline 
(number)

70

 7.  Greenhouse gas emission 
reduction (tCO2-equiv/yr)

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

 8.  Reduction in greenhouse 
gas emission intensity  
(tCO2/MWh)

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

10.  For energy efficiency 
projects: Energy savings 
per year (MWh)

11.  Reduction in transmission 
losses (percent)

12.  Reduction in distribution 
losses (percent)

km = kilometer, 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.

Annex 2

Development Indicators  
and Targets for 2011–2016
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Table A2.2 Telecommunications

Indicator
Delivered
up to 2010

Targeted by� Projects Approved by� End-2010

2011 2012 2013 2014 2015 2016

1.  Active customers (number) 23,098,000 2,700,000

2.  Reduction in cost of services 
(percent)

20

3.  Public call offices and village 
telephone networks (number)

4.  Reduction in call drop rates 
(percent)

5.  Customers availing of ancillary 
services (number)

6.  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 2010

Targeted by� Projects Approved by� End-2010

2011 2012 2013 2014 2015 2016

1.  Expressways built or  
upgraded (km)

84

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

 3.  Railways constructed and/or 
upgraded (km)

 4.  Beneficiaries from road 
projects (number of people)

4,738,877

 5.  Airport passenger capacity 
upgraded (number)

1,400,000

 6.  Port-cargo handling capacity 
developed (tons)

 7.  Aircraft movements (number) 18,800

 8.  Vehicle movement (number)

 9.  Passenger-km (number)

10. Ton-km (number)

11.  Airport passenger traffic 
per year (number)

300,000

12. Port containers (number)

13.  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 2010

Targeted by� Projects Approved by� End-2010

2011 2012 2013 2014 2015 2016

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

  27 480

2.  New households served with 
water supply (number)

50,000 65,000

 2a.  New households 
connected to water 
supply (non-piped)

65,000

 2b.  New households 
connected to water 
supply (piped)

 2c.  Already connected 
households with 
improved water supply 
(piped)

50,000

 2d.  New households served 
with potable water supply 

3.  Reduction in water losses 
(nonrevenue water) (percent)

    9

4.  Wastewater treatment 
capacity added (m3/day)

  2,000,000

5.  New households served with 
sanitation (number)

 5a.  New households served 
with piped sanitation 
(number)

 5b.  New households served 
with non-piped sanitation 
(number)

6.  Amount of wastewater 
properly treated annually 
(metric tons)

750,000,000

7.  Land improved through 
drainage services (hectares)

 7a.  Land improved through 
drainage services 
(hectares)

 7b.  Land improved through 
flood management 
(hectares)

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 2010

Targeted by� Projects Approved by� End-2010

2011 2012 2013 2014 2015 2016

1.  Customers reached (number) 962 791 543 293   95 33

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

 1b.  Microfinance loans provided ($ million)

 1c.  SME loan accounts opened/
end-borrowers reached (number)

593 515 361 205   86 33

 1d. Housing loans availed

 1e. Leasing contracts (number) 369 276 182  88    9

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

246  57  44  30   18  6

 2a.  SME loans provided ($ million) 244  55  43  30   18  6

 2b.  Lease amounts ($ million)  1.7 1.24 0.82 0.40 0.04

3.  Rural branches installed (number)

4.  New financial products launched (number)

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 A2.6 Funds

Indicator
Delivered
up to 2010

Targeted by� Projects Approved by� End-2010

2011 2012 2013 2014 2015 2016
1.  Fund investees with positive growth/good 

financial performance (percent)
 33

2.  Fund investees with improved 
governance and transparency (percent)

3.  Investments in portfolio companies 
($ million)

2,750 75 110 107 57 56 56

4.  Investee companies (number)   295 14  17  17  9  9  9

Note: Indicators in Blue are for private sector operations in addition to ADB’s corporate results framework 
indicators.

Source: ADB Private Sector Operations Department.

Table A2.7 Generic Indicators

Indicator
Delivered
up to 2010

Targeted by� Projects Approved by� End-2010

2011 2012 2013 2014 2015 2016

1.  Goods and services purchased locally 
($ million)

 2,411

2.  Contribution to government revenues 
($ million)

     5

3.  Direct employment generated by the 
project (number)

 3a.  Regular employees (number)    396

 3b.  Temporary employees (number) 23,090

4.  Indirect employment generated by the 
project (number)

 6,000

Note: Indicators in Blue are for private sector operations in addition to ADB’s corporate results framework 
indicators.

Source: ADB Private Sector Operations Department.
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