PAGE  
33
Appendix 2


Role of ADF VIII: Mobilization, Disbursement, Lending, and Performance

I.
Introduction

1.
The progress in implementing ADF VIII was evaluated in the Midterm Review documentation.
 The Midterm Review of ADF VIII concluded an Action Plan for Implementation of the ADF VIII.  An update on the mobilization, allocation, and use of ADF VIII resources was supplied to the donors as an Information Paper in the Planning Meeting convened in Copenhagen in October 2003.  This appendix discusses the use of ADF VIII resources in 2001-2004 by country group, poverty-focus, thematic, and sector allocation. The statistical annex includes key information on ADF VIII at a glance. Data for analyzing ADF VIII is largely available in ADB’s project processing information system. 

II.
ADF VIII Recommendations

2.
With the adoption of its Poverty Reduction Strategy (PRS) in 1999,
 ADB assumed a single-minded operational mission to reduce poverty. This received a strong endorsement of the ADF Donors for directing the use of the ADF VIII resources. ADB’s strategic framework and the MDGs as benchmarks in assessing the multiple dimensions of poverty espouse the impact of broad-based socially inclusive economic growth on poverty and recognize the diversity of the DMCs. These principles have shaped the objectives of the country-specific poverty reduction strategies and the CSPs–the basis for the use of ADF VIII lending. 

 

3. At the ADF VIII replenishment, the Donors provided guidance: ADF VIII will fight poverty with the operations formulated on the basis of ADB’s poverty strategy that promotes pro-poor sustainable economic growth, social development, good governance, and private sector; and reflect a close partnership with the governments, civil society and other development organizations. These mutually reinforcing areas of development interventions would be augmented with expansion of financing of social sectors by investing in primary and secondary education, basic health, clean water, sanitation, and basic social services. ADF VIII resources would be used in the context of poverty partnership agreements with the borrowers that would be derived from the national poverty reduction strategies and would be implemented under partnership principles and under enhanced lead coordination role of ADB in the DMCs. 

4.
The Donors also emphasized ADB’s important role in the areas of (i) governance reforms–to enhance a country’s ability to sustain economic growth, social development, and poverty reduction; (ii) creating an enabling environment for the private sector, implementing the rule of law and international standards for corporate governance, and tackling problems that impede private sector growth and contribution to poverty reduction; (iii) combating infectious diseases, including HIV/AIDS; (iv) promoting the core labor standards–the freedom of association and bargaining, elimination of forced labor, discrimination in employment and child labor; (v) gender equality; (vi) integration environmental concerns in the poverty reduction strategies; (vii) development of a subregional strategy and promoting cross-border projects; (viii) combating money laundering through development of regulatory framework; and (ix) seeking multisector programs to counter drug trafficking. 

 

5.
Moreover, following the Donors’ recommendation, ADB adopted a policy on the use of performance-based allocation (PBA) in March 2001.
 This was implemented on a pilot basis in 2001, and fully in the subsequent years.  Eligible ADF VIII borrowers are listed on page 50.

6.
Taking stock of ADB’s progress in March 2003, donors considered information on the approved lending for the first two years of the period (2001 and 2002) and the planned lending for the balance of the period. The donor’s recognized ADB’s performance in implementing ADF VIII resources. Donors also provided guidance and focus for the balance of the replenishment period, 2003-2004. The directions given specifically on the allocation and the use of the ADF VIII resources included that ADB undertake the following: 

 

(i) Greater control over planned levels of ADF operations. 

(ii) Greater selectivity in operations giving a higher priority to development programs for gender, environment, water, and the role of the private sector. 

(iii) Greater priority to country governance assessments, reflecting these more systematically in country strategies.
 

III. 
Lending

 

A.
Alignment of Lending with Commitment Authority

 

7.
The ADF VIII resources are forecasted to amount to $6.4 billion, of which $0.6 billion is used for financing loan carry-over from last replenishment and $5.8 billion is available for loan commitment under ADF VIII program. As of 3rd quarter 2003 
, the total planned ADF lending for the ADF VIII period (2001-2004) was estimated to be $5,770 million, based on actual lending approvals of $1,376 million and $1,633 million in 2001 and 2002 respectively, plus the projected demand of $1,447 million and $1,300 million for 2003 and 2004, respectively.
 Forty-two percent of the ADF VIII replenishment is funded by donors’ contributions, 9.3% by delayed contributions to and savings and cancellations from earlier replenishments, 2.9% by OCR net income transfers, and 49% by the expanded advance commitment authority (EACA) program. While the total resources of ADF VIII exceeding the original pledge ($5,646 million) by 14%, the resource availability only increased by 2%. ADF VIII has, therefore, come under severe constraint. Concurrently, the unforeseen needs of Afghanistan and Sri Lanka consumed 11% of the total resources. The delayed contributions exacerbated the shortages in commitment authority. The shortages in the commitment authority were partly reversed with an additional contribution from Spain and rigorous internal efforts to allocate savings and loan cancellations as well as a transfer of OCR net income.

8.
The programming of resources was gravely affected by the changes in the geopolitical considerations, particularly the war in Afghanistan and the civil strife in Sri Lanka that led to huge post-conflict reconstruction requirements. In light of the pressing demands, ADB approved on conditional basis lending to await for availability of ADF commitment authority. In accordance with the Donors’ guidance to align lending strictly with the commitment authority, the resulting carry-over lending was reduced to zero in 2004. However, with the actual contributions falling short of the planned ADF VIII replenishment, resources to meet the Region’s funding requirements of the poverty reduction strategies became difficult. Table 1 summarizes the actual and projected annual lending for 2001-2004 and distribution by DMC Group. 
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Group A

Afghanistan

-

               

 

-

             

 

150.0

           

 

9.2

               

 

150.0

         

 

10.3

           

 

135.00

       

 

10.4

           

 

435.0

         

 

7.6

             

 

Bhutan

7.0

               

 

0.5

             

 

-

               

 

-

               

 

9.4

             

 

0.6

             

 

7.88

           

 

0.6

             

 

24.3

           

 

0.4

             

 

Cambodia

75.2

             

 

5.5

             

 

100.9

           

 

6.2

               

 

99.0

           

 

6.8

             

 

50.52

         

 

3.9

             

 

325.6

         

 

5.7

             

 

Cook Islands

2.2

               

 

0.2

             

 

-

               

 

-

               

 

-

             

 

0.65

           

 

0.0

             

 

2.9

             

 

0.0

             

 

Kiribati

-

               

 

-

             

 

-

               

 

-

               

 

10.5

           

 

0.7

             

 

2.46

           

 

0.2

             

 

13.0

           

 

0.2

             

 

Kyrgyz Republic

75.0

             

 

5.5

             

 

-

               

 

-

               

 

15.5

           

 

1.1

             

 

30.23

         

 

2.3

             

 

120.7

         

 

2.1

             

 

Lao PDR

65.0

             

 

4.8

             

 

76.0

             

 

4.7

               

 

46.0

           

 

3.2

             

 

33.23

         

 

2.6

             

 

220.2

         

 

3.8

             

 

Mongolia

35.7

             

 

2.6

             

 

34.1

             

 

2.1

               

 

29.5

           

 

2.0

             

 

21.64

         

 

1.7

             

 

120.9

         

 

2.1

             

 

Samoa

6.0

               

 

0.4

             

 

-

               

 

-

               

 

7.0

             

 

0.5

             

 

6.82

           

 

0.5

             

 

19.8

           

 

0.3

             

 

Solomon Islands

-

               

 

-

             

 

-

               

 

-

               

 

-

             

 

-

             

 

2.95

           

 

0.2

             

 

3.0

             

 

0.1

             

 

Tajikistan

3.6

               

 

0.3

             

 

40.3

             

 

2.5

               

 

38.0

           

 

2.6

             

 

21.05

         

 

1.6

             

 

103.0

         

 

1.8

             

 

Tuvalu

-

               

 

-

             

 

1.9

               

 

0.1

               

 

-

             

 

-

             

 

0.54

           

 

0.0

             

 

2.4

             

 

0.0

             

 

Vanuatu

-

               

 

-

             

 

-

               

 

-

               

 

-

             

 

-

             

 

2.99

           

 

0.2

             

 

3.0

             

 

0.1

             

 

Maldives

17.5

             

 

1.3

             

 

5.0

               

 

0.3

               

 

6.0

             

 

0.4

             

 

4.36

           

 

0.3

             

 

32.9

           

 

0.6

             

 

Group A Subtotal:

287.2

           

 

21.1

           

 

408.2

           

 

25.0

             

 

410.9

         

 

28.2

           

 

320.32

       

 

24.6

           

 

1,426.6

      

 

24.8

           

 

Group B1

Azerbaijan

-

               

 

-

             

 

-

               

 

-

               

 

22.0

           

 

1.5

             

 

19.98

         

 

1.5

             

 

42.0

           

 

0.7

             

 

Bangladesh

159.2

           

 

11.7

           

 

269.6

           

 

16.5

             

 

226.0

         

 

15.5

           

 

204.06

       

 

15.7

           

 

858.8

         

 

14.9

           

 

FSM

13.0

             

 

1.0

             

 

-

               

 

-

               

 

-

             

 

-

             

 

6.21

           

 

0.5

             

 

19.2

           

 

0.3

             

 

Marshall Islands

8.0

               

 

0.6

             

 

7.0

               

 

0.4

               

 

-

             

 

-

             

 

6.44

           

 

0.5

             

 

21.4

           

 

0.4

             

 

Nepal

95.6

             

 

7.0

             

 

60.0

             

 

3.7

               

 

103.6

         

 

7.1

             

 

71.35

         

 

5.5

             

 

330.6

         

 

5.7

             

 

Pakistan

363.6

           

 

26.7

           

 

276.0

           

 

16.9

             

 

211.0

         

 

14.5

           

 

261.10

       

 

20.1

           

 

1,111.7

      

 

19.3

           

 

Sri Lanka

86.0

             

 

6.3

             

 

160.3

           

 

9.8

               

 

185.3

         

 

12.7

           

 

85.26

         

 

6.6

             

 

516.9

         

 

9.0

             

 

Tonga

-

               

 

-

             

 

10.0

             

 

0.6

               

 

-

             

 

-

             

 

2.95

           

 

0.2

             

 

13.0

           

 

0.2

             

 

Viet Nam

243.1

           

 

17.9

           

 

225.0

           

 

13.8

             

 

199.0

         

 

13.7

           

 

189.36

       

 

14.6

           

 

856.5

         

 

14.9

           

 

Group B1 Subtotal:

968.5

           

 

71.1

           

 

1,007.9

        

 

61.7

             

 

946.9

         

 

65.1

           

 

846.71

       

 

65.1

           

 

3,770.0

      

 

65.6

           

 

Group B2

Indonesia

100.0

           

 

7.3

             

 

131.2

           

 

8.0

               

 

79.0

           

 

5.4

             

 

60.00

         

 

4.6

             

 

370.2

         

 

6.4

             

 

Papua New Guinea

5.9

               

 

0.4

             

 

5.7

               

 

0.3

               

 

18.3

           

 

1.3

             

 

17.98

         

 

1.4

             

 

47.9

           

 

0.8

             

 

Group B2 Subtotal: 

105.9

           

 

7.8

             

 

136.9

           

 

8.4

               

 

97.3

           

 

6.7

             

 

77.98

         

 

6.0

             

 

418.1

         

 

7.3

             

 

Regional

c

-

               

 

-

             

 

80.0

             

 

4.9

               

 

-

             

 

-

             

 

55.00

         

 

4.2

             

 

135.0

         

 

2.3

             

 

Total

1,362

           

 

100

            

 

1,633

           

 

100

              

 

1,455

         

 

100

            

 

1,300

         

 

100

            

 

5,750

         

 

100

            

 

ADF share of Total Lending

26%

30%

28%

18%

25%

a  

Valued at exchange rates at the time of each loan approval, which explains the difference in the associated amounts in Table 2.

b  

Based on projections by Regional Departments

C

 Covers Greater Mekong, South Asia, and Pacific Subregion

Table 1. Approved and Planned ADF VIII Lending, 2001-2004

9.
ADF’s share of ADB’s total lending, combining annual lending from its Ordinary Capital Resources and ADF, reflects the scarcity of concessional resources. The share of ADF lending in the ADF VIII replenishment period (2001-2004) averages 25% per annum (see Figure 1). 
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B.
Country Groupings and Geographic Distribution of Lending

 

10.
Based on approved and planed ADF VIII lending, the Group A countries (ADF only) will receive 25% of the total lending in the period (2001-2004). 65% percent of the total ADF lending program would go to the Group B1 countries (ADF and limited ordinary capital resources (OCR), and 8% to Group B2 countries (OCR and limited ADF). The subregional programs receive 2% of the ADF VIII resources for programs in the Greater Mekong, South Asia, and the Pacific Regions. Figure 2 shows that on annual basis, the share of Group A countries ranges from 21-28%, Group B1 countries from 62-71%, Group B2 countries from 6-8%, and subregional programs from 0-5%. 
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Figure 3.  ADF VIII Lending by DMCs, 2001-2004
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11.
The top borrowers in ADF VIII lending are Pakistan (18%), Viet Nam (15%), and Bangladesh (15%) (see Figure 3). Since planning for ADF VIII resources in 2000, the replenishment has received an additional borrower in each country classification Group (Afghanistan-Group A, Azerbaijan-Group B1, and Papua New Guinea-Group B2). Moreover, Indonesia remains on the watch-list for a reclassification (upgrade) together with Papua New Guinea (downgrade). Timor-Leste is likely to be classified as a new Group A borrower. Lending from the ADF VIII resources for the Azerbaijan and Timor-Leste was planned at the respective levels of $0.04 billion and $0.24 billion at the replenishment of ADF VIII. The demand of the additional members for ADF VIII resources additionally exacerbates the shortage of the ADF VIII funds.  

[image: image4.emf]Figure 5. ADF VIII Lending to Group B1 and B2 DMCs
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12.
Lending to Afghanistan increased significantly with the implementation of the post-conflict restoration program. Consequently, the rest of the Group A countries, lending is declining by an average of 13% per annum (see Figure 4). Lending to Group B1 and B2 countries is declining by an average of 4% and 5%, respectively, per annum (see Figure 5).
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Figure 10.  ADF VIII Lending in Social Infrastructure, 

2001-2004
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Figure 7.  ADF VIII Lending by Theme, 2001-2004
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C.
Post-Conflict Support 

13.
Significant impact on the ADF VIII resources came from the dramatic changes in the geopolitical environment in the Region during the replenishment period. The Midterm Review recognized ADB’s capacity to respond to the needs of the poor DMCs emerging from crises. A total of 11% of ADF VIII resources are being reallocated from the originally planned lending to support post-conflict programs in the region. These include ADF VIII support to the post-conflict initiatives in Afghanistan with annual lending of $150 million over the 4-year period (see Box 1), or 8% of the ADF VIII resources. Similarly, roughly a third of the Sri Lankan demand on ADF VIII resources, or about 3% of the total ADF VIII resources, relates to post-conflict support since the peace process commenced in late 2001 (See Box 2).
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Figure 8.  ADF VIII Lending by Theme, 2001-2004
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Box 2: Rebuilding War-Affected North and East of Sri Lanka

The civil conflict devastated the North and East, and caused huge loss of opportunities in the country as a whole. International support is essential for reconstruction for rebuild the affected areas and for development of Sri Lanka. ADB as a lead agency, in collaboration with the World Bank, United Nations system, Government, Liberation Tigers of Tamil Eelam (LTTE), and the communities and the non-governmental sector prepared a needs assessment in 2003. ADF is the largest source of funds for rebuilding the lives of the war-affected people. ADF-funded program supports shelter, education, health, other basic services, and livelihood opportunities and rehabilitation of the long-closed highway to Jaffna and Jaffna’s power supply network.

· $25 million North East Community Restoration and Development
 covers war affected areas and improves living conditions with relief for communities with internally displaced people; community-managed education, income-earning opportunities; agricultural and fisheries, training for the poor, and road rehabilitation.

· $60.3 million Secondary Towns and Rural Community-Based Water Supply and Sanitation
 brings safe water to a million people and sanitation to 170,000, including war-affected communities and reduces waterborne diseases, and promotes a cleaner environment.

· $45 million Distance Education Modernization Project
 upgrades the university doubling enrollment to 40,000, and expands reach of distance education to 80,000 students, including in the conflict areas and remote areas.

· $10 million Rural Finance Sector Development Project
 establishes sustainable rural finance system, develops rural finance institutions, promotes good governance and transparency.

· $20 million North East Coastal Community Development supports community infrastructure and fisheries in the conflict-areas with benefits to 110,000 households–mostly poor, vulnerable, and often female-headed–the poorest of the poor.

· $50 million Conflict Affected Areas Rehabilitation emergency assistance for reconstruction of basic infrastructure–road, power, health, education, water supplies, and livelihood restoration helping effectiveness of humanitarian aid.

· $40 million North East Community Restoration Development continues rebuilding of lives of war-affected communities targeting vulnerable groups, including IDPs and female-headed households. 

D.
Poverty Reduction 

14.
In accordance with the ADB’s PRS, poverty reduction is ADB’s overarching objective. Accordingly all ADF lending integrates the poverty reduction objective–either directly or indirectly impacting on the welfare of the poor. The role of ADF is prominent in financing poverty interventions. In total ADF VIII finances a considerable share (the 43%) of ADB’s total loans with a poverty and core poverty classification, combining lending from Ordinary Capital Resources and ADF. Poverty and core poverty classification of lending denotes lending that directly yields benefits to the poor. Poverty classified interventions have clear and quantified poverty reduction impacts that differ from the other lending in that the impacts benefit the poor disproportionately. Whereas the 2001 and 2002 ADF VIII lending comprised 65% poverty and core poverty classified interventions, the lending in 2003 and 2004 contains 80% of poverty and core poverty lending, bringing the total loans in ADF VIII with poverty or core poverty classification to 73% (see Figure 6). 
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Figure 1.  ADF Share of Total Lending by ADB, 1990-2004
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E.
Multi-Themes 

 

15.
Donors emphasized the need to link ADF VIII lending to the national poverty strategies. Twenty of the 25 currently eligible ADF VIII borrowers (80%) have poverty partnership agreements (PPAs) with ADB. For Azerbaijan and Papua New Guinea, PPAs are under preparation. A poverty partnership agreement is proposed for Afghanistan in 2005 subsequent to the completion of a poverty assessment, and for Solomon Islands once a stable government has been established. Through these processes in many ADF borrowing countries as well as through the poverty assessments, poverty reduction has become incorporated into the national development agendas. Accordingly, the ADF VIII lending is directed to support development themes that broadly correlate with the three pillars of the ADB’s poverty strategy: (i) pro-poor, sustainable economic growth (27%), (ii) social development (13%), and (iii) good governance (5%). Lending targeting gender and development would comprise 4%, environmental protection 3%, and enhancement of the role private sector in the borrowers’ economic would comprise 1% (see Figure 7). 
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Figure 11.  ADF VIII Transport and Communications Lending 

by Subsector, 2001-2004
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16.
Lending under multiple themes has increased during the replenishment period (see Figure 7). The multi-themed lending constitutes almost half (46%) of the total ADF VIII lending. This follows the general trend in ADB-wide lending that has become more diversified as a result of the adoption of the PRS. A relatively small part of the total ADB lending program prior to the ADF VIII replenishment period, ADB’s total lending in this theme is increasing on average by more than 60% per annum during 2001-2004. ADF VIII contributes about a fifth of the ADB-wide multi-theme lending. Eighty percent of the multi-themed ADF VIII loans are classified poverty or core poverty interventions. These address simultaneously several areas to effectively target the multidimensionality of poverty. 
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Figure 2.  ADF VIII Lending by DMC Groups, 2001-2004
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17.
Notwithstanding the multi-dimensionality of the multi-themed loans, categorized by their primary technical area of intervention:

 

· 11% and 8% of the multi-themed projects are active in the transport and power sectors, respectively.

· 20% is focused on the education sector.

· 13% addresses governance improvement.

· 8% supports private sector enhancement.

· 6% targets agriculture.

· 5% supports landslide prevention.

 

18.
The balance of the multi-themed lending supports enhancement of the environment, gender, financial sector, and water supply provision.

 
F.
Lending by Sector

 

19.
ADF VIII lending finances primarily social infrastructure (29%), agriculture (24%) and transport projects (14%) (see Figure 9). In 2001-2004, lending is increasing in the social infrastructure sector, transport and communications sectors, multi-sector, and financial sector support. Declining trends are seen in the energy and agriculture sector lending, and lending in ‘other’ sectors (see Figure 9). 
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Figure 6.  ADF VIII Lending by Poverty Classification, 

2001-2004
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20.
Social infrastructure lending is increasing on the average by 13% per annum in ADF VIII period. The growth drivers are education, urban development and housing subsector, water and sanitation subsectors, and health and population, in order of contribution to the growth of the sector lending (see Figure 10).
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Figure 9. ADF VIII Lending by Sector, 2001-2004
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G.
Transport and Communications Sector 

21.
Transport and communications sector lending is increasing on average by 21% per annum from 2001-2004. Three-fourths of the transport and communications sector loans are classified as poverty or core poverty interventions; 61% carries economic growth themes; and about 38% support multiple themes. Subsector content of the transport and communications lending is shown in Figure 11.
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[image: image14.wmf]Figure 13.  ADF VIII Financial Sector Lending 
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22.
Lending with multisector content is increasing in the period on average by 76% per annum. Most (87%) of the multisector loans are classified poverty or core poverty interventions. More than half (51%) of multisector loans support economic growth theme, 25% human development, and 9% environmental themes. Afghanistan, Sri Lanka, and Pakistan are the main recipients of ADF VIII multisector lending with Afghanistan and Sri Lanka receiving post-conflict support and in Pakistan receiving loans for enhancement of social protection. Figure 12 shows multisector lending by technical area of intervention.

I.
Financial Sector Lending 

23.
The ADF VIII lending in the financial sector is growing in period on average by 25% per annum. More than a third (36%) of the financial sector loans are classified as poverty interventions. The multi-themed financial sector lending comprises 62% of the total financial sector lending (see Figure 13). Viet Nam receives 40% of the financial sector lending in ADF VIII, with 11% going to Kyrgyz Republic and 10% received by Bangladesh and Sri Lanka each.
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IV.
Project Performance
24.
ADB’s project performance reporting system enables review of the lending portfolio at any stage in the project implementation cycle. As of 30 September 2003, 89% of the total ADF lending was satisfactory in terms of its implementation progress and 96% likely to achieve the respective development objectives (see Figures 14 and 15). Five percent of the total ADF lending with unsatisfactory implementation performance are receiving close supervision attention of the project administration both by ADB, with particularly focused support of the resident missions, and the DMC; and 1% of the total lending deemed unlikely to achieve their development objectives are candidates for redesign and cancellation.  
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Table 2.  Achievement of Development Objectives

and Implementation Performance of Total Ongoing ADF Loans

(As of 30 September 2003)

Borrowers in ADF VIII (2001-2004)

	Classification


	Country

	
	

	Group A
	Afghanistan

	(ADF only)
	Bhutan

	
	Cambodia

	
	Kiribati

	
	Kyrgyz Republic

	
	Lao PDR

	
	Maldives

	
	Mongolia

	
	Nepal

	
	Samoa

	
	Solomon Islands

	
	Tajikistan

	
	Tuvalu

	
	Vanuatu

	
	

	
	

	Group B1
	Azerbaijan

Bangladesh

	(ADF with limited
	Cook Islands

	access to OCR)
	Marshall Islands

	
	Micronesia, Fed. States of

	
	Pakistan

	
	Sri Lanka

	
	Tonga

	
	Viet Nam

	
	

	
	

	B2
	Indonesia

	(OCR with limited 
	Papua New Guineaa

	access to ADF
	

	
	

	
	

	Potential New Borrowers
	Naurub
Timor-Lestec
Uzbekistand

	
	

	
	


a In light of deteriorating macroeconomic conditions, Papua New Guinea is under a process for reclassification as a possible Group B1.

b
Nauru classified currently as B2 without access to ADF is under process of being classified with a likely designation as a Group B1.

c
East Timor under process of being classified with a likely designation as a Group A.

d  In light of deteriorating macroeconomic conditions, Uzbekistan is under process for reclassification as


a possible Group B2.
�LINK Excel.Sheet.8 "C:\\Documents and Settings\\lgo\\Local Settings\\Documents and Settings\\msu\\Local Settings\\Temp\\C.Notes.Data\\ADF Lending By Group 22 Sept.xls" "ADF by Group!R4C1:R49C23" \a \p�Error! Not a valid link.�




















Box 1: ADF-funded support in Afghanistan: Focus on Poverty Reduction





At the Tokyo Conference in January 2002, ADB pledged $500 million in concessional loans and grants to Afghanistan over the first 30 months, or by June 2004. ADB assigned this assistance the highest priority. By September 2003, ADB has approved the delivery of $325 million in ADF loans and grant technical assistance, fulfilling two-thirds of its pledge. This ADF-funded program is highly poverty focused:





$150 million Postconflict Multisector Program Loan� promotes economic growth and recovery in the war-torn country: It provides critically needed fiscal support to the Government, enabling it to continue providing essential services and rehabilitate and reconstruct the physical and social capital of Afghanistan; and contributes to economic recovery, employment generation, higher productivity, improved per capita incomes, and social stability. The program has achieved improved public sector efficiency and effectiveness, resource mobilization, macroeconomic management and payments system, and deepening of the financial sector. Its infrastructure development is improving national road network, road maintenance, increase in sub-regional cooperation, foreign investment in electricity and natural gas development. 





$150 million Emergency Infrastructure Rehabilitation and Reconstruction Project� supports reconstruction of key infrastructure in transport and energy sectors damaged during two decades of conflict and neglect. It contributes to economic recovery, diversification of activities, employment generation, higher productivity, improved per capita income, increased revenue generation, and improved efficiency and effectiveness of the public sector, private sector development, environmental preservation and social stability. The Project maximizes utilization of local labor by generating 580,000 person-days of employment during construction and annually 0.14 million person-days of permanent employment. The impact of the petroleum component will be countrywide. The road, power and gas components it will benefit about 9 million people in seven provinces, where 45% of the inhabitants live below $0.25 cent per day. The project enhances long-term employment from increased production, trade, transport and services and carries multiplier effects related to the resulting increased income levels and the impact through inter-industry linkages.





$450 million Agriculture Sector Program under preparation will improve livelihoods of rural dwellers by promoting market-based policy reforms, public infrastructure investment, and institutional capacity building. It includes reform measures to (i) improve natural resource management, planning and policy formulation, (ii) establish efficient and effective sector institutions, (iii) prepare sector investment programs, (iv) establish efficient production and support service systems, (v) promote gender equity, (vi) improve efficiency of commodity markets, and (vii) restructure state owned enterprises.





$100 million Heart-Andhoy Road Project is being designed to complete a missing link in the Afghanistan ring road and thus establish the much need road connectivity to the northwestern regions with the rest of the country. This road link will also improve international road link to the region by connecting to the highways leading to the neighboring countries and facilitating increased cross border trade. The road will serve to increased economic activity in the rural districts along its alignment and help in integrating the remote communities of the region.





$40 million Irrigated Agricultural Development Project also proposed for raising rural incomes and to promote sustainable management of water and land resources. The program will reduce poverty through (i) increased agricultural production, (ii) increased employment, (iii) improved food security, and (iv) protection of natural environment by reducing pressure on forests and other non-irrigated land. It will also strengthen the water management and irrigation service delivery functions of national, provincial, and local institutions through intensive capacity development support.
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�  Asian Development Fund, ADF VIII Midterm Review, Washington D.C. December 2003 Technical Documents: A Report on the Mobilization, Allocation, and Uses of ADF VIII Resources in 2001 and 2002 and a Review of Financing TA.


� 	ADB. 1999. Fighting Poverty in Asia and the Pacific: The Poverty Reduction Strategy.


� 	ADB. 2001. Policy on Performance-Based Allocation for the Asian Development Fund. Manila. 


�  As of 19 September 2003.


�  Based on the Country Strategy and Programs for ADF borrowers approved by the Board of Directors.


�  Loan No. 1846-SRI: North East Community Restoration Development, approved for $25 million in October 2001.


� Loan No. 1993-SRI: Secondary Towns and Rural Community-Based Water Supply and Sanitation, approved for $60.3 million in January 2003.


�  	Loan No. 1999-SRI: Distance Education Modernization, approved for $45 million in June 2003.


� 	Loan No. XXXX-SRI: Proposed Rural Finance Sector Development Program, for 10 million to be considered by the ADB Board of Directors in November 2003 together with Loan No. XXXX-SRI of the same title for $60 million from ADB Ordinary Capital Resources.






