LEARNING LESSONS

Strategy 2020 at Mid-term: Raising
ADB’s Impact amid Heightened
Development Challenges

W

ith Strategy 2020 at the
halfway mark, ADB has
conducted a midterm
review to take stock of progress
and determine whether it is on
course to achieving the Strategy’s
objectives.1 At the request of the
Board of Directors, Independent
Evaluation assessed the strategy’s
implementation performance and
continued relevance.
Strategy 2020 reaffirmed ADB’s
mission to help developing
member countries reduce poverty
and improve living conditions
for poor and marginalized
groups. Using a multidimensional
framework, Strategy 2020 has three
strategic agendas—inclusive and

environmentally sustainable growth
and regional integration, and five
drivers of change—private sector
development, good governance,
gender equity, knowledge solutions,
and partnerships. To operationalize
the Strategy, five core operational
areas were identified: infrastructure,
environment, regional cooperation,
the finance sector, and education.
In addition to these core areas,
where 80% of ADB support would
be targeted, three other areas of
health, agriculture and disaster
and emergency assistance were
identified.

across Asia and the Pacific is even
more urgent today than when the
Strategy was approved in 2008.
Income inequality is widening across
much of the region. At the same
time, runaway climate change and
worsening environmental conditions
are proving to be game changers.
Moreover, as country consultations
confirmed, demand for support
to improve governance, which is
still weak in many countries is also
growing. Indeed, amid heightened
development challenges, the
expectations for ADB’s support are
now at an all-time high.

Achieving Strategy 2020’s goal
for strong, socially inclusive, and
environmentally sustainable growth

ASSESSMENT
This edition of Learning Lessons
focuses on the recommendations

from Independent Evaluation’s
study Inclusion, Resilience, Change
ADB’s Strategy 2020 at Mid-Term
for ADB to increase its impact.
Broadly, the report found that
ADB’s strategic agenda remains
relevant, but the institution needs
to adapt its business model—and
most importantly harness its
financial and human resources and
partnerships—to better deliver on
that agenda.

economic growth, including lower
income groups in the process and
engaging them as essential allies
for sustaining strong growth.
Given ADB’s emphasis on financing
infrastructure projects, which
accounted for some 72% of its
total loan portfolio of $65 billion in
2008–2012, this change could have
a tangible impact on social inclusion
and achieve a better balance across
the three pillars.

Independent Evaluation offers seven
core recommendations for ADB.
All of these recommendations hinge
on operational reforms to generate
better outcomes and will require a
substantial change in institutional
and business processes rather than
fine-tuning. The recommendations
seek to address a triple bottom line
of fostering simultaneously
economic growth, social inclusion
and environmental sustainability.

ADB could pursue this objective in
a number of ways. For example,
the selection of infrastructure
projects can be based on their likely
impact on job creation, poverty
reduction, and improving access
to social services. There can be a
greater concentration of projects or
programs in multiple sectors within
a region to maximize development
impact. There are examples to build
on in the areas of rural development,
social protection, access to energy,
and transport infrastructure. For
example, road projects can improve
inclusion if they are linked with
programs addressing education and
health care in the same area. ADB
can apply a filter to new projects to
rebalance its infrastructure portfolio
to ensure it includes projects that
includes the participation of lower
income groups (say, the bottom
40%) relatively more in project
selection.

INCLUSION AND POVERTY
Recognizing that progress in
reducing poverty is affected by both
the pace and quality of growth,
Strategy 2020 made inclusive
growth an institutional priority
and provided a framework of
three mutually-reinforcing pillars:
high, sustainable growth; broader
access to opportunities; and
social protection and safety nets.
Implementation of the Strategy
has been challenging. Across the
three pillars, an estimated 62% of
resources supported the growth
pillar during 2008–2012, with
1% going to social protection
and safety nets. Gini coefficients
of income inequality have been
rising in countries that make up
80% of the region’s population,
and eradicating extreme poverty
remains a major development
challenge post-2015.
A key message is the need for ADBsupported projects, particularly in
infrastructure, to promote inclusive

To support this process, more
effort is needed to deepen and
broaden inclusive growth analytics
in country partnership strategies.
A recent evaluation found analyses
of country progress and constraints
focused primarily on growth (pillar 1
of the inclusive growth framework),
with limited analysis of broadening
access to economic opportunities
and providing safety nets.2
Improved project performance can
also be further strengthened by
monitoring project impacts on the
poor.

For all sectors, ADB should aim
to increase inclusion across its
sovereign and non-sovereign
operations, with a clear and
monitored focus to be given to
including the poor in the results
of operations.
CLIMATE CHANGE,
ENVIRONMENT, AND RESILIENCE
Environmental degradation and
climate change are proving to be
game changers, critically hurting
development prospects. The pursuit
of environmentally sustainable
growth represents a benefit rather
than a cost to development.
This imperative can be better
integrated into ADB operations. ADB
should expand its climate change
mitigation and adaptation work
and make disaster risk management
a priority in country partnership
strategies.
Investments in disaster resilience,
generated through the approach of
building-back-better and integrated
disaster risk management, ought
to be a major priority for ADB, and
not a niche-product. The institution
has made sizable disaster response
investments in rehabilitation
and reconstruction following
disasters. It now needs to scale up
its contribution to prevention by
investing much more in climate
change adaptation, climate change
mitigation, and disaster risk
management. While energy has
made progress through investments
in efficiency and renewables,
transport needs to go much further
in shifting from constructing roads
to alternatives such as rails and
waterways.
An ongoing evaluation indicates
that ADB is well-positioned to
increase its role as a knowledge
broker on climate change.3
Critical areas where state-ofthe art knowledge is required
include carbon sequestration and

identifying the links between
climate change mitigation and
adaptation.
As signaled in the recently approved
Environment Operational
Directions4, the region would also
benefit from ADB’s re-engagement
in forestry, particularly sustainable
forestry management, after largely
withdrawing from the sector in
the early 2000s. The deforestation
challenge involves regional and
global public goods, and ADB is well
positioned to take a leading role in
this area, particularly in knowledgebased advocacy and awareness
building.
REGIONAL COOPERATION AND
INTEGRATION
ADB’s considerable support
for regional cooperation and
integration has been concentrated
on infrastructure that supports
regional physical connectivity. To
raise ADB’s impact in this area, it
needs to move beyond the provision
of support for cross-border roads
and transmission lines and increase
support for regional public goods
through lending, knowledge
exchange, and policy dialogue.
Priorities include food security, trade
facilitation, and natural resource
management, including disaster
mitigation.
GOVERNANCE AND PRIVATE
SECTOR DEVELOPMENT
High-quality, results-oriented public
sector management is essential
for fostering economic growth
while at the same time ensuring
social inclusion and environmental
sustainability. Governance indicators
suggest performance in this area
in the Asia Pacific region stagnated
during the period 2003–2012.5 As
a consequence, the region still has
limited ability to respond effectively
to complex policy challenges,
provide public services, and achieve
better development outcomes. ADB

needs to sustain its operational
support for governance, and be
responsive to growing demand for
this support, including from middleincome countries.
Weak governance is just one of
several constraints to private
sector development in the region,
as small businesses, female and
rural entrepreneurs face other
impediments. ADB needs to do
more to address these constraints
through actions such as providing
more support for education,
finance sector development, and
policy-engagement for reforms
that improve competition and
strengthen property rights.
ADB aims to expand private sector
development and operations to
50% of its portfolio by 2020. In
view of the private sector’s role as
a source of growth in both lower
and middle-income countries, this
is an important goal. However,
ADB’s support for strengthening the
enabling environment to enhance
entrepreneurship and private
investment (including the increased
use of public–private partnership
models) has been limited. The lack
of support to develop effective
enabling environments for private
sector will likely limit the impact
of private sector operations unless
stepped up. ADB can also pay more
attention to increasing inclusiveness
in private sector operations, given
evidence that such a focus need not
undermine profitability.
OPERATIONAL FOCUS AND
SYNERGY
ADB has consistently exceeded its
target for core areas (particularly
infrastructure) to the detriment of
other areas of operation, which are
nonetheless essential to achieve
better development outcomes.
Independent Evaluation supports
ADB’s proposed increases in health
and education operations as a step

in the right direction. But a more
important objective would be
to capitalize on synergies across
areas such as transport and market
development; sanitation and
health; education and agriculture.
ADB should move away from its
distinction between core and
non-core areas and phase out its
target of devoting 80% of resources
to its five core areas of operations.
Indeed, country partners are
increasingly asking for support in
health, agriculture and disaster
risk management. Instead of
using uniform corporate targets,
engagements should be driven by
desired development outcomes at
the country level. This process would
require greater coordination across
sectors and enhanced collaboration
with development partners.
ACHIEVING BETTER
DEVELOPMENT OUTCOMES
ADB has fallen short of its
longstanding goal of 80% successful
projects. In particular, the evaluation
criteria of effectiveness and
sustainability need improvement.
Both criteria require more efforts
to be made by ADB on project
implementation and supervision,
especially in the areas of
procurement and disbursement.
Greater use of results-based loans
could improve sustainability. For
example, in the area of transport
projects, this would help ADB move
beyond repeated construction
projects to wider support for
operations and maintenance.
At the institutional level, ADB’s focus
should move beyond individual
projects designed and implemented
by a single division toward country
programs that take advantage of
links and synergies across sector
and thematic interventions. Teams
could place a greater emphasis on
the desired outcomes envisaged
under Strategy 2020’s three agendas
(inclusive and environmentally

sustainable growth, and regional
integration). This is another reason
for ADB to reconsider phasing out its
80:20 target for loans.
TEAMWORK
Fragmentation of staff skills
and knowledge across ADB is
compromising the institution’s
effectiveness in delivering results.
The lack of a critical mass of
expertise, the dispersion of available
talent, and the difficulty harnessing
talent when and where it is needed
most are often constraining
organizational performance. Project
teams need improved access to the
best of ADB knowledge and global
good practices, while the teams
themselves need to strengthen
their contributions to organizational
learning. As more countries move

into middle-income status, new
knowledge sources will become
available that can be of broader
benefit, such as to lower income
countries.
Stronger incentives can promote
work across boundaries and help
address skill shortages. Rewards
would help promote team-based
project delivery, with teams being
held accountable for outcomes.
Regional departments should
take a differentiated approach in
decentralizing operations to meet
the diverse demands and priorities
of low-income countries, fragile
and conflict-affected situations,
and middle-income countries. The
changing development landscape
calls for a stronger role for ADB
to act as a broker of knowledge.

Strategy 2020 was the first ADB
strategy to recognize knowledge as
a catalyst for development.
CONCLUSION
While Strategy 2020 remains
relevant to Asia and the Pacific, it
needs to be updated operationally
to deliver stronger outcomes. Amid
ADB’s great strengths, there remains
an important gap to be addressed in
gearing the institution’s operational
priorities more squarely with its
strategic agenda of social inclusion
and environmental sustainability.
Considerable headway could be
made by targeting outcomes
beyond project outputs and seeking
synergies and complementary
approaches to deliver better on the
strategic agenda.
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