
Evaluation of the Safeguard 
Policy Statement 

The SPS integrated previous safeguard 
policies on involuntary resettlement, 
indigenous peoples, and the 
environment. It introduced additional 
borrower requirements on worker and 
community health and safety, biodiversity 
conservation, and greenhouse gas 
emissions; and it more clearly sets out 
the demarcation of responsibilities on 
the application of safeguards between 
ADB and its clients. On due diligence, for 
example, ADB under the SPS is required 
to confirm that borrowers understand 
the policy’s requirements and have the 
capacity to address any environmental 
and social risks in ADB-supported projects.
 
The evaluation assessed the delivery 
of the SPS in operations, basing its 
findings on interviews with safeguard 
specialists and project teams, a structured 
questionnaire, and analysis of internal 
data on the quality of safeguard 
plans. The evaluation’s emphasis was 
on assessing progress on the use of 
country safeguard systems, and the 
implementation and effectiveness of 
safeguard requirements for financial 
intermediaries. A fuller evaluation of 
the SPS being readied for 2016 will have 
greater focus on field verification of the 
results of safeguard measures, particularly 
for category A (highest risk) projects. 

ADB’s Safeguard Policy

LEARNING LESSONS

Ensuring that potentially adverse environmental and social 
impacts from development projects—particularly large-scale 
infrastructure—are avoided or at least minimized and mitigated 

is one of the most challenging development interventions. The Asian 
Development Bank (ADB) is institutionally committed to safeguard 
against these impacts in the projects it supports, and seeks to 
strengthen the safeguard capabilities of client countries. 

Safeguards are in the spotlight amid a review started in July 2014 
at the World Bank Group of its safeguards policy and the arrival 
of two new multilateral lenders for development from the BRICS 
countries and the People’s Republic of China-led Asian Infrastructure 
Investment Bank. These new sources of finance, in addition to 
established lenders, will be welcome for helping close infrastructure 
and other development gaps. But the new lenders will be closely 
watched for their approach to environmental and social protection in 
the projects they support.

Against this backdrop, Independent Evaluation’s review of how ADB 
applied its 2010-launched Safeguard Policy Statement (SPS) is timely. 
The findings and recommendations feed into the ongoing debate 
on the adequacy of safeguards. And they can provide inputs for the 
World Bank Group’s review, which will likely influence other financiers 
and how environmental and social care is applied in projects in the 
wider development community.



Overview of evaluation 
findings

Evaluation findings show ADB makes 
a considerable effort to ensure the 
SPS is applied to the projects it 
supports, and that more attention 
is paid to safeguards during project 
implementation than was done in the 
past. The SPS strikes a good balance 
between seeking efficiency gains 
and maintaining—where needed—a 
compliance-based regulatory system 
in the use of safeguards to achieve 
environmental and social outcomes. 
ADB’s support for strengthening 
domestic legislation and policy for 
country safeguard systems is starting 
to yield good results and could have 
tremendous development leverage if  
it gains traction.

Projects are receiving more support 
for safeguard implementation from 
42 new safeguard specialist positions 
being created since the SPS was 
adopted, bringing the total number of 
these positions to 1071.  This increases 
the likelihood that better safeguard 
outcomes are being realized on the 
ground. It is worth noting that ADB 

did well in independent assessments 
of the safeguard requirements 
and frameworks of multilateral 
development banks by the Global 
Environment Facility and the German 
government (results published in 2013). 

Even so, there are important areas 
where implementation of the SPS 
needs to be strengthened. 

Strengthening country 
safeguard systems2 

Most countries do not have fully 
integrated systems to avoid or at 
least limit and mitigate harm to the 
environment or communities that 
development projects can cause. 
Instead, specific laws, regulations and 
practices offer protection. A major 
thrust of ADB’s safeguard interventions 
is to strengthen regulatory systems 
and capacity, mainly through technical 
assistance.3  The end-goal is to have 
country safeguard systems at a 
level that they can be used in ADB-
projects in place of ADB safeguard 
requirements, though this is still a 
distant prospect.

With ADB support, domestic legislation 
has become more aligned with 
international safeguard best practices 
in Bangladesh, Cambodia, Mongolia, 
Nepal, the Philippines, Solomon Islands, 
Sri Lanka, Timor-Leste, and Viet Nam. 
A notable example was Indonesia’s 
adoption of the Land Acquisition Act 
in 2012—which gives more rights of 
compensation to indigenous people and 
other nontitleholders—as a result of 
dialogue with ADB and the World Bank. 

The SPS favored a more strategic 
approach to improving country 
safeguard systems and using them in 
ADB-supported projects. For countries 
to be allowed to do this, the extent 
to which their environmental and 
social regulatory systems meet ADB’s 
requirements needs to be determined. 
This is done by applying specific tests 
of equivalence and acceptability. 
Assessing equivalence determines the 
congruence between ADB’s safeguard 
policy requirements and local laws and 
regulations; assessing acceptability 
establishes whether a borrower has 
the capacity to implement its own 
regulatory framework. Equivalence and 
acceptability testing could be done 

ADB Safeguard Risk Categorization System

Class Environment Involuntary resettlement Indigenous peoples

A Likely to generate significant impacts 
that are irreversible, diverse, or 
unprecedented. 

200 or more people face major 
impacts, defined as being physically 
displaced or losing more than 10% 
of their productive assets, e.g., 
agricultural land. 

Likely to significantly affect the (i) 
customary rights to land/natural 
resources; (ii) socioeconomic status; 
(iii) cultural and communal integrity; 
(iv) health, education, livelihood, and 
social security; and/or (v) knowledge-
base of indigenous peoples.

B Potential of generating impacts less 
significant than category A (impacts 
are site-specific, likely reversible, and 
straightforward to mitigate).

People affected as above, but less 
than 200.

Likely to have limited impacts on 
indigenous peoples in ways defined 
above.

C Likely to have minimal or no adverse 
impacts.

No land acquisition or restrictions on 
land use, so involuntary resettlement 
related impacts not generated.

No expected impacts on indigenous 
peoples. 

Financial 
Intermediary

Involves investment of funds 
through a financial intermediary. 

Involves investment of funds 
through a financial intermediary.

Involves investment of funds 
through a financial intermediary.

1 As of June 2014, 96 were filled.
2  The country safeguard system is a construct introduced by the World Bank in the early 2000s and later adopted by ADB. Using country safeguard systems in aid-
funded projects is seen as a means to promote country ownership, reduce transaction costs, and sustain development impacts in the long-term. 
3  Fifteen technical assistance projects (for $26 million) approved during 2009 to 2014 focusing on country safeguard systems and other safeguard areas were evaluated.



either for a whole country, sector in a 
country, or for individual government 
agencies. If full equivalence and 
acceptability is not in evidence, but still 
of a reasonably high level, then a gap-
filling action plan could be agreed with 
the government or agency in question, 
and be implemented alongside the 
projects for which ADB’s Board allows 
the use of country safeguard systems, 
rather than ADB’s own system.

The evaluation found that ADB has not 
systematically pursued getting traction 
for this option in client countries. Partly 
for this reason, no projects currently 
use country safeguard systems 
although one country—Indonesia—
has recently requested ADB that its 
safeguard system may be used in ADB 
projects. Feedback from government 
officials in the four countries visited4 
for the evaluation show the demand 
is low for various reasons. Some find 
it more cost effective to use ADB 
safeguards in ADB-supported projects 
than to proceed with equivalence and 
acceptability testing of their safeguard 
systems (and even for environmental 
safeguards where equivalence is 
often high). Given the slow pace of 
dialogue with governments on the 
use of country safeguard systems and 
the equivalence and acceptability 
assessment reviews done through 
technical assistance, as well as the 
large gaps found and the nature of the 

gap-filling action plans needed, it will 
likely take years before the first use of a 
country safeguard system can be used 
in an ADB project and decades before 
some significant use of it. 

The evaluation, however, acknowledges 
that using country safeguard systems 
is a long-term objective, given the 
appropriately stringent equivalence 
criteria, and that the main effort for now 
should be on strengthening country 
capacity and legislation. All the same, 
ADB could review progress so far and 
formulate a concrete plan on how to 
adjust its approach toward the use 
of country safeguard systems in ADB 
projects and make it more effective. 
Ongoing efforts to map the equivalence 
of country safeguard systems across 
Asia should be intensified, and an 
overview could be prepared to 
synthesize the lessons learned from 
the assessments carried out. Next, ADB 
could focus on countries with suitable 
agencies—say, those with good 
environmental records—and encourage 
them to request the use of country 
safeguard systems in ADB projects. 
If successful, these agencies could 
become models for the next group. 

In addition, safeguard reviews with 
equivalence and acceptability tests 
could usefully be made a fixed part 
of the preparation of all new country 
partnership strategies.

Financial intermediaries: 
Difficult terrain

Multitier lending through financial 
intermediaries such as microfinance 
institutions and special government 
funds can be a cost-effective and 
efficient means for financing smaller 
projects in specific sectors (for 
example, energy efficiency, small 
and medium-sized enterprises, and 
small-scale infrastructure). Since 
specific investments (onlending to 
subprojects) are not identified at loan 
approval, ADB requires borrowers 
to have environmental and social 
management systems (ESMS) in 
place over the investment period. 
Independent Evaluation reviewed 
all 40 financial intermediary projects 
under the SPS over 2010–2012 using 
mainly project documents, but also 
interviews with financial intermediary 
staff; for comparison, pre-SPS financial 
intermediary projects were also 
reviewed.

Applying safeguards to financial 
intermediaries projects is a challenge 
because no detailed analysis can be 
performed on individual projects 
during project preparation as these 
have yet to be identified, and funds 
are too widely dispersed to make 
direct supervision viable. Furthermore, 
financing can entail several layers 

The evaluation found that on the whole progress was made on promoting and supervising safeguards in projects with financial 
intermediaries since the adoption of the SPS, and that the financial intermediaries provided with ADB loans were committed to assessing 
whether subprojects adhered to SPS requirements and national laws and rules. Still, a number of areas and issues require attention:

n	 The depth of ADB’s due diligence on safeguards during project preparation needs improving, and more attention paid to 
training financial intermediaries safeguard staff in the monitoring of the ESMS. 

n  Over half the ESMS documents reviewed5 needed better descriptions and prescriptions of the screening and categorization 
procedures under the SPS (a process that sets the trajectory for all safeguard activities in financial intermediaries projects). 

n		Operations departments need to rigorously pursue their reviews of the capacity of financial intermediaries to apply subloan 
screening checklists and the prohibited investments activities list, and on how they are applied during project implementation.

n		Although many financial intermediaries projects have subprojects or subloans in the lowest risk category (category C) and 
are not required to have an ESMS, financial intermediaries nevertheless provide myriad subloans to small and medium-sized 
enterprises operating in areas that have environmental impacts, such as tanneries and paint shops. Pollution control and 
occupational health and safety issues relevant to the small clients of financial intermediaries need to be watched. However, they 
are unlikely to receive the proper attention if the project as a whole is treated as category C, and screening capacity and the 
application of the prohibited investment activity list is not regularly checked.

4 People’s Republic of China, Indonesia, Sri Lanka, Viet Nam.
5 Of the 40 financial intermediaries projects approved under the SPS over 2010–2012, 18 required environmental and social management systems documents.



Disclaimer
The views and assessments contained herein do not necessarily reflect the views of the Asian 
Development Bank (ADB) or its Board of Directors or the governments they represent. ADB does not 
guarantee the accuracy of the data and accepts no responsibility for any consequence of their use.  
 
Learning Lessons is a synthesis of key lessons drawn from evaluations of ADB-supported projects and 
programs. This synthesis may include contexts derived from literature review.  Lessons presented in 
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of intermediation that complicate 
institutional responsibility for social 
and environmental risk management. 

Further safeguard issues

As well as country safeguard systems 
and financial intermediaries, the 
evaluation raises broader issues from 
ADB’s experience in applying the SPS 
in operations:

Monitoring and supervision. ADB-led 
safeguard monitoring and supervision 
is infrequent for many projects. 
Currently, there are no minimum 
guidelines for the intensity of ADB-led 
safeguards supervision, except that 
it should be commensurate with a 
project’s risks and impact. A concern 
raised in responses by project team 
leaders in the questionnaire was that 
field supervision of safeguard delivery 
during project implementation 
was infrequent for many projects. 
The questionnaire also found that 
safeguard specialist support tended to 
be more limited in the implementation 
than processing of environmental 
safeguards (especially category A 
projects). This is opposite to the 
situation of social safeguards for 

which there is more attention during 
implementation than during project 
preparation. 

Design and quality control of 
safeguard measures. More attention 
needs to be given to projects, whether 
public or private sector, with more 
substantial or unknown risks at the 
approval stage. Particularly category B 
projects could benefit from internal or 
external peer reviews at this stage to 
help avoid quality problems that could 
surface later. Further training of ADB 
staff is recommended in biodiversity 
conservation safeguards, greenhouse 
gas emission quantification, and 
numerous other safeguard areas.

Reporting and disclosure of the 
progress and results of safeguard 
measures. ADB should be clearer 
about its safeguards reporting 
requirements and develop specialized 
reporting guidelines relevant to the 
different types of projects it commonly 
finances (ensuring that these are part 
of project administration manuals 
and consultants’ terms of reference).
Operations departments should 
intensify efforts to improve the timely 
disclosure of environmental and social 
monitoring reports.

Conclusion

Overall, good progress has been made 
in the implementation of the SPS. The 
evaluation recognizes the merits of 
taking a country rather than project-
specific approach to capacity building, 
even though the highly desirable goal 
of establishing country safeguard 
systems that can be used instead of 
ADB-requirements is still a long way 
ahead. Given rising environmental 
degradation and runaway climate 
change, as well as many other negative 
externalities, ADB’s compliance-based 
approach to clients for the delivery of 
safeguards in the projects it finances 
is appropriate. There is nevertheless 
flexibility within this approach, 
whereby the requirements for due 
diligence, monitoring, and supervision 
are commensurate with the potential 
risks of a project. However, this makes 
it difficult for ADB and evaluators to 
assess whether due diligence has been 
adequate. Independent Evaluation’s 
fuller review of the SPS scheduled 
for completion in 2016 should shed 
more light on the effectiveness of this 
approach. 




