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Foreword 
 
 
 
Most countries benefiting from the Asian Development Fund (ADF) have seen moderate 
rates of economic growth and reduction of income poverty in the recent decade. But 
continuing challenges in fragile and conflict affected situations, substantial income and 
non-income disparities, environmental degradation, in addition to persistent pockets of 
extreme poverty, call for renewed and more effective development efforts in these 
countries. For ADB, the overarching goals of inclusive and environmentally sustainable 
growth in addition to regional integration remain relevant, but the institution must 
make these directions more operational going forward. 
 
The reform process set in motion under the Strategy 2020 Midterm Review provides a 
great opportunity for ADB to shift its work onto a higher level of effectiveness. 
Furthermore, the projected increase in resources stemming from the ADF-OCR merger, 
both in larger loan and grant envelopes and ADB’s operating budget, should provide 
space to increase the footprint and effectiveness of operations. A reformed and better-
resourced ADB should seek a bigger and better difference in ADF countries.  
 
Additional resources, including grant resources, could enable ADB to invest significantly 
more in social sectors, climate resilience, and agriculture—areas where operations to 
date have been limited, but which can make important contributions to the strategic 
agendas. The just launched Sustainable Development Goals provides a framework for 
identifying opportunities for deeper ADB engagement. 
 
Each country situation is different and ADB support needs to continue to be country 
specific. Yet there is a common need to support inclusive growth through the 
deployment of portfolios of projects comprising both infrastructure and social sector 
interventions. At the aggregate level, support of environmentally sustainable growth is 
also a priority, involving scaling up action on climate change. ADB’s value added could 
come in its engagement on public goods and transboundary issues, for example natural 
resource management, livable and greener cities, and disaster risk reduction.  
 
ADB’s engagement in knowledge generation and transfer is not just a priority for 
middle income countries. Because of the ADF funded Technical Assistance Special Fund, 
ADB has the opportunity to support more systematic and operationally relevant 
diagnostic studies to inform governments and strengthen public and private 
investments. This knowledge-first approach can have especially high payoffs if it is set 
up to feed into country strategies. In addition to inclusive and sustainable growth, 
strategic areas of concern include fragility and conflict, private sector development, 
financial sector management, disaster risk reduction and adaptive capacity.  
 
Together with suggestions on ADF’s replenishment process, deployment of staff 
resources as well as evaluation results, this report outlines an operational approach for 
ADB to foster inclusive and sustainable development in Asia’s poorest and most 
vulnerable countries.  
 
 
 

Vinod Thomas 
Director General 
Independent Evaluation 



 

Executive Summary 
 
 
 
The Asian Development Bank (ADB) established the Asian Development Fund (ADF) in 
1973 as a Special Fund for its concessional lending operations. The ADF provides low 
interest rate loans as well as grants to promote poverty reduction and improve the 
quality of life in member countries with low per capita incomes and limited or low 
creditworthiness. The ADF has been replenished 10 times since its establishment, with 
the current cycle (ADF XI) covering 2013–2016. Twenty-nine countries are currently 
eligible to access ADF resources: 17 have access only to ADF resources (Group A 
countries), and 12 (Group B) have access to both ADF and ADB’s ordinary capital 
resources (OCR).  
 
This evaluation assesses the performance of ADF operations and provides suggestions 
for improvement. The evaluation focuses on operations approved during ADF X 
(2009−2012) and the first half of ADF XI (2013−2014), but in some areas covers earlier 
periods to gain a longer perspective. Total financial resources for ADF X were 
$12.7 billion and for ADF XI are likely to surpass $13 billion. 
 
The evaluation examines the relevance of ADF operations, their responsiveness to ADF 
commitments and ADB strategies, and their results, in particular the operations’ 
support to inclusive economic growth, environmentally sustainable growth (ESG), and 
regional integration in Asia and the Pacific. A mix of analytical methods was used: 
country missions, headquarter interviews, secondary document reviews, topical 
background papers, portfolio reviews, and synthesis of prior evaluation findings. 
 

Poverty is Declining but ADF Countries are Still Highly Vulnerable 

Most ADF countries have reduced poverty. Income poverty rates have declined in most 
ADF countries and, like the rest of the Asia and Pacific region, they face a generally 
positive outlook for continued growth and development. However, recent economic, 
social, and natural disaster shocks have hurt poverty reduction. 
 
Inequality has not risen in the majority of ADF countries, but disparities remain a 
serious concern. The proportion of ADF countries that have experienced increasing 
income inequality is smaller than that in non-ADF countries. Gini coefficients declined 
or were unchanged in two-thirds of ADF countries for which data are available, 
whereas they rose in half of non-ADF countries. Lao People’s Democratic Republic, 
Tajikistan, and Sri Lanka are among the ADF countries with rising Gini coefficients. 
Nevertheless, inequality remains a significant concern, and disparities in health, 
education, and wellbeing remain large. 
 
ADF countries continue to lag on many development dimensions. They have a higher 
proportion of poor people and the progress they have made toward the non-income 
Millennium Development Goals (MDGs) has been slow. Many will miss key MDG targets 
by the cut-off year, 2015. Their economies have seen lower and more erratic per capita 
income growth compared with non-ADF economies over the past decade. 
 
Recent crises point to high vulnerability. The food, fuel, and financial crises and a 
succession of devastating natural disasters in recent years have caused major setbacks 
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across many of the countries, with a number of them slow to recover. These 
experiences highlight their increasing vulnerability. 
 

ADF Support to Infrastructure Operations is Growing  

ADF loan and grant resources have become more concentrated on the three main 
infrastructure sectors. Energy, water supply and other municipal infrastructure and 
services, and transport and information and communication technology accounted for 
33% of loan approvals during ADF IX. Their share has increased during ADF X and XI 
(2009−2014) to 48% of loan approvals. ADF loan resources are spread among more 
sectors than those of OCR, with more loan resources going to agriculture and natural 
resources (14% compared with 4% for OCR), education (8% compared with 2%), and 
health and social protection (6% compared with 0.1%). Meanwhile, transport, energy, 
and agriculture are the dominant sectors for ADF grants, receiving three-fourths of the 
$4.4 billion in grant approvals over 2009−2014.  
 
Four subsectors are dominant, while some are no longer supported. During ADF X and 
XI, the four subsectors dominant in lending were: road transport; water supply and 
sanitation; economic and public affairs management; and irrigation, drainage, and 
flood protection. Meanwhile, six areas that had received ADF support in prior years are 
no longer supported under ADF X and XI. These are: banking systems, early childhood 
development, fisheries, insurance and contractual savings, livestock, and slum 
upgrading and housing. Just one forestry project has so far been approved during ADF 
X and XI. While this project was classified as a forestry subsector intervention, the 
disaggregated project costs show that less than 10% of the project financing went to 
forestry, with the bulk of resources going to irrigation. 
 

Success Rates are Low but Improving 

ADF-financed projects have historically had low success rates, but have improved in 
recent years. The aggregate project success rate for validated or evaluated projects 
completed in 2005−2014 was 62%. At the same time, the 3-year moving average rose 
from 55% to 68% between 2009 and 2014. The success rate for the fragile and 
conflict-affected situations (FCAS) countries has improved incrementally and reached a 
3-year average of 69% by 2013, although this is based on a small sample of completed 
projects in recent years. By comparison, the average OCR (i.e., non-concessional) 
project success rate is now just above 80%. Bangladesh, Georgia, Tajikistan, and Viet 
Nam had success rates at or above 80%, as did regional projects. Success rates were 
low in Pakistan (where a major portfolio restructuring occurred in the early years of 
ADF X) and in several Pacific countries, including Papua New Guinea. Most projects 
completed and validated or evaluated over the past decade were approved during ADF 
VIII and IX. Most projects approved under ADF X and XI have not yet been completed 
and validated, so the success rates of earlier project batches serve as indications.  
 
ADF-supported projects in health and social protection, transport, multisector 
operations, and education have had relatively high success rates. Although there were 
wide differences in their shares of total projects, success rates were high in health and 
social protection (93%), transport (71%), and multisector operations (71%), with all 
three sectors showing improved success rates from the earlier half to the latter half of 
the 2005−2014 decade. Education had the fourth highest success rate (65%), although 
it has declined in the recent period. While their overall success rates vary widely, 
agriculture and natural resources (61%), energy (60%), industry and trade (58%), and 
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public sector management (32%) all show improving success rates from the earlier to 
the latter half of the decade. 
 
The highest rated projects present opportunities for replication and scaling up. Highly 
rated projects were found in all sectors. These are projects with high overall and 
criteria-based ratings (relevance, effectiveness, efficiency, sustainability) based on 
Independent Evaluation Department (IED) validations and evaluations over the past 
decade. Some simultaneously supported inclusive growth and environmental 
sustainability objectives. More systematic ways of replicating and scaling up these 
projects, where feasible, should be explored. 
 
While they are still limited in number and size, OCR-financed private sector operations 
have had satisfactory results in ADF countries. Private sector (non-sovereign) operations 
in ADF countries have had a relatively high 77% success rate, based on IED validations, 
although this is from a small sample of 26 projects. This compares with a 64% success 
rate for private sector operations ADB-wide. Public sector operations in ADF countries 
supporting private sector development had a lower success rate of 53%. 
 

ADF Operations Offer Lessons on Project Design and Supervision 

Pay attention to key design-related factors. The design factors that were most 
commonly found to affect the performance of projects are: inadequate understanding 
of the underlying development problem; lack of stakeholder consultation and support; 
project complexity; inadequate consideration of country conditions and capacities; and 
lack of, or weak, risk assessment and mitigation. All of these are within ADB’s control.  
 
Anticipate and manage common implementation challenges. These are: insufficient 
institutional capacity to achieve project outputs/outcomes; inadequate ADB 
implementation support; lack of continued political commitment; poor government 
coordination; and lack of financial resources to maintain project outputs and 
outcomes. Most of these are not within ADB’s control, but supervision should focus on 
these nevertheless, while ADB’s preparation processes should better anticipate their 
risks. Taking adequate time for preparation and more intense supervision should help. 
 
Focus on project efficiency and sustainability. Among the four primary evaluation 
criteria (relevance, efficiency, effectiveness, and sustainability), efficiency and 
sustainability consistently rate weaker in both project and country level evaluations. 
Weak efficiency ratings stem from capacity constraints in implementing agencies, 
staffing delays, overly optimistic implementation schedules, overly complex designs, 
and consultant recruitment delays. Project sustainability suffers when there is: an 
inadequate policy environment, insufficient tariffs or maintenance funding, weak 
government capacity and high staff turnover, and weak exit strategies for project 
implementation units that are dissolved after projects end. Better project readiness and 
supervision again are crucial in dealing with these well-known challenges. 
 
Effective project supervisors are important. A recent paper on the determinants of 
project performance found that, while high economic growth and good national policy 
environments are positively correlated with project success, the track record of the 
project supervisor in delivering successful projects is even more strongly correlated with 
project success. Good project officers can help achieve good project success even in 
weak country environments. The study drew on a large sample of data from 3,821 
World Bank and 1,342 ADB projects. 
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Inclusive Growth Requires a Stronger Effort 

ADF operations were to emphasize and intensify support for inclusive growth. Inclusive 
growth was adopted as a strategic agenda in ADF X, in line with Strategy 2020, and 
under ADF XI a further commitment was made to intensify support for inclusive 
growth. Donors and ADB also agreed that inclusive growth requires not only large 
infrastructure investments, but also support for rural infrastructure and promoting 
equitable access to basic services, along with opportunities for productive employment. 
For ADF XI, further emphasis was given to rural poverty, agriculture, access to financial 
services, and participation in the labor market. Specific actions for ADF XI were to: 
sharpen focus on inclusive growth in country strategies; enhance quality of assessments 
and strategies for promoting inclusive growth; and improve measurement of ADB’s 
contributions to inclusive growth. 
 
Progress has been made in some areas. Recent country partnership strategies (CPSs) 
give more attention to inclusive growth than did earlier strategies, while ADB has 
issued (and reissued) staff guidance for inclusive growth in CPSs, and automated its 
project classification into a three-pillar inclusive growth framework; projects are now 
classified into those (i) creating economic opportunities, (ii) broadening access to these 
opportunities, and (iii) providing social protection. Moreover, while ADF resources are 
increasingly concentrated on the main infrastructure sectors, ADF loans are still spread 
among more sectors than OCR, giving relatively more support for sectors such as 
agriculture and education, which are important for inclusive growth in many countries. 
 
Support for inclusive growth needs strengthening on multiple fronts. Some critical 
areas require greater effort if ADB is to make good on its commitment to intensify 
support for inclusive growth. While recent CPSs give more attention to inclusive growth 
in general, results frameworks and sector programs in some CPSs do not articulate how 
they will support inclusive growth or monitor outcomes at the country level. The 
revised ADB guidelines for CPS results frameworks, issued in September 2015, should 
help address this issue in future CPSs. While economic growth remains essential for 
poverty reduction, the composition of growth and its effects on poverty and inequality 
differ across countries. Diagnostic studies on inclusion and poverty are essential for 
identifying critical constraints to and opportunities for a more inclusive pattern of 
growth and need to feed into CPSs more systematically. This knowledge is important 
for country dialogue and needs to be clearly expounded and inform country strategies, 
major sector programs, and interventions across the three pillars. This knowledge-first 
approach should be adopted ADB-wide. 
 
The share of infrastructure operations supporting lagging areas has varied widely. This 
is a new indicator tracked by ADB. Again, diagnostics should help to identify if and 
how support for lagging areas, or other more efficient approaches, can contribute to 
inclusive growth. Moreover, some subsectors that ADF operations had supported in the 
past and which delivered direct support to poor and vulnerable groups—such as early 
childhood development, slum upgrading and housing, fisheries, and forestry—now 
receive little or no ADF support. ADF support for social protection remains limited and 
requires stronger strategic (i.e., in CPSs) and operational support. Stronger support for 
food security and safety nets (as discussed below) would also represent a contribution 
to social protection and the broader inclusive growth agenda. Furthermore, accurate 
assessments of the impacts of operations on inclusive growth in countries are needed. 
 
Regardless of pillars, all interventions can support inclusion. By value of funding, ADF 
support for pillar 1 increased from 44% to 49% from 2011−2013 to 2012−2014. For 
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pillar 2 it decreased slightly from 48% to 47%, and for pillar 3 it decreased from 12% to 
9%. The 2014 Development Effectiveness Review flagged the decline in social 
protection operations as a concern. Regardless of the labelling as pillar 1 or 2, 
interventions can and should support inclusion, not necessarily project by project, but 
taken together as a country’s portfolio. The sectoral thrust within pillars could be used 
to generate inclusive growth, including for infrastructure operations. In some countries, 
the emphasis can be on pillar 1 operations, in others on pillars 2 and 3, while all can 
promote inclusion to a greater or smaller degree. 
 

ADB is Responsive to the ESG and Regional Integration Agendas 

ADB has been responsive in supporting ESG. While there are clear gaps in several areas 
of this broad and ambitious agenda—which includes climate change, natural capital, 
environmental governance, and sustainable infrastructure—ADB has made good efforts 
since 2008. ESG concerns are increasingly integrated into thematic, sector, and country 
strategies. Analysis of the evolution of ADB’s portfolio shows a positive direction in 
many ADF countries with respect to declared ESG priorities, in particular support for 
dealing with climate change. Nevertheless, ADF countries face mounting environmental 
challenges. Much greater support is needed for conservation efforts (including 
protected areas) given the severe threats to biodiversity in many countries, and for 
promoting sustainable natural resource management more generally. Improving urban 
development is critical, especially to reduce urban air pollution and address congestion, 
which is a rapidly growing problem in many ADF countries. In primary infrastructure, 
the shift to more environmentally sustainable projects is clear in energy but not yet in 
transport, the other standout sector supported by ADF. 
 
Growth in ESG-tagged projects suggests a major shift, but the true extent is unclear. 
The proportion of projects classified at-entry as addressing an ESG theme has grown 
significantly, but the extent to which this genuinely reflects increased operational 
support to strengthen environmental sustainability is unclear. ADB is increasingly 
tagging projects in subsectors not traditionally considered environmental. Tagging road 
projects as supporting ESG is due mainly to increased climate risk assessments being 
done, and greater climate-proofing of project design to improve drainage and 
resilience to flooding. Adaptation is a step in the positive direction, but whether that 
makes road projects environmentally sustainable is a question for this evaluation, since 
road projects may still lead to increased greenhouse gas emissions. The classification of 
operations into thematic areas such as ESG, unless clarified, would be misleading if it is 
taken to imply that they actually or fully represent, if not achieve, the labelled goals if 
they do not. Using mechanical classifications to suggest actual priorities, let alone 
achievements, would not be credible.  
 
Regional integration efforts are progressing. Regional cooperation and integration (RCI) 
operations have grown, focusing mostly on cross-border infrastructure and related 
software, the first of the four pillars of the ADB RCI strategy. The other pillars are trade 
and investment cooperation and integration, monetary and financial cooperation and 
integration, and cooperation in regional public goods. ADB has developed a good 
reputation for its RCI support and stakeholders see significant potential in continuing 
this momentum, with opportunities to strengthen support to other areas such as trade, 
tourism, knowledge sharing, and broader public goods provision. Evaluations of eight 
completed regional projects and programs supported by ADF showed an 88% success 
rate. On the other hand, there have been relatively few projects addressing 
management of natural resources and biodiversity through regional cooperation—this 
presents an opportunity. 
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Some regional organizations in ADF countries are doing important work to support 
regional public goods. Examples are programs to strengthen natural resource 
management and disaster risk reduction. More effective partnerships with these 
organizations can broaden ADB’s impact. ADB may consider allowing a portion of ADF 
grant resources to be provided to support these organizations. 
 

Strengthened Support for FCAS and Food Security is Needed 

Difficult development contexts warrant closer attention and careful approaches. It is in 
the FCAS countries where development remains most difficult. As of 2013, they 
consisted of Afghanistan, Nepal, and seven Pacific island countries. Conflict affected 
situations are also found in countries not currently classified as FCAS, such as Pakistan. 
The prevalence of conflict, violence, and political economy risks among ADB member 
countries has been underestimated by ADB and warrants greater operational attention. 
Other multilateral development banks have recognized that doing business in fragile 
and conflict-affected countries costs more, requires greater supervision effort than 
elsewhere, and demands different approaches. 
 
More support and resources for FCAS operations are needed. Staff and consultant 
resources for FCAS work in ADB are limited and the effort to enhance the capacity and 
conflict-sensitivity of staff in FCAS countries has so far been limited. The percentage of 
ongoing operations that are on track remains notably lower for FCAS countries 
compared to other country groupings. Meanwhile, supervision intensity (as measured 
by staff days per project) is also lower in FCAS countries. While the supervision intensity 
metric does not capture all efforts to monitor and manage projects, it does provide a 
general indication of relative supervision efforts across the country groupings. In the 
smaller Pacific countries, ADB has begun to use development coordination officers and 
project facilitators as consultants in an effort to strengthen on-the-ground supervision. 
 
Fragility, conflict, and political economy assessments can help. Fragility, conflict, and 
political economy assessments should be used more systematically across a wider range 
of contexts, particularly those where such challenges are acute and pervasive. This will 
help ADB to respond meaningfully, with customized strategic and operational 
responses, to those FCAS contexts. 
 
Food insecurity remains a major risk. The global food crisis of 2008 hit ADF countries 
particularly hard, with the effects of the crisis compounded by soaring fuel prices at 
about the same time. While the crisis has passed, the experience served as a stark 
reminder of the high exposure and vulnerability of ADF countries, in particular the 
smallest economies, to price volatility for key commodities. Volatile food prices have 
significant impacts on fiscal systems, health and nutrition, and poverty reduction 
efforts. As examined in the 2014 ADB Key Indicators report, food insecurity adds 
4 percentage points to the region’s poverty rate, raising the number of extreme poor. 
 
ADB support for food security is focused on rural infrastructure. ADB focuses its food 
security support on infrastructure investments to enhance connectivity (roads), 
productivity (irrigation), and resilience (water-based natural resources management). 
For 2012−2014, it reported $600 to $800 million on food security investments in ADF 
countries, with about three-fourths composed of investments in water, irrigation, road, 
and other rural infrastructure. These projects can indirectly impact the poor, who face 
the highest risks of food insecurity. While infrastructure-focused support can help 
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strengthen the supply side of the food security challenge, food insecurity is also due to 
demand-side challenges that erode the purchasing power of households. 
  
Addressing the food security challenge requires a broader approach. Safety nets and 
other interventions that target the vulnerable are needed to address demand-side 
constraints and restore purchasing power amid food price hikes. A specific action for 
ADF XI was for ADB to review the Sustainable Food Security Operational Plan (adopted 
in 2009). ADB conducted the review in 2013, documenting both achievements and 
shortcomings in the design and implementation of the plan. The plan was viewed to 
fall short on strengthening ADB engagements in agriculture, with support for 
agricultural production and markets, livestock, fisheries, and research all declining. 
 

Support for Other ADF Priorities is Positive 

Disaster response support and the Disaster Response Facility (DRF) have been well 
received. Support for disaster response in ADF countries has grown and the DRF has 
proven effective during its pilot phase. The DRF should be mainstreamed and if possible 
increased, and further improvements are needed to streamline disaster response 
operations. Demand for disaster risk management (DRM) support is likely to continue 
growing and the recently adopted operational plan for integrated disaster risk 
management provides a foundation for improving the effectiveness of operations in 
this area. ADB should strengthen support for the building-back-better principle in 
disaster response projects, mainstream disaster risk reduction principles into normal 
(non-disaster response) projects, expand and innovate disaster risk financing, help 
countries strengthen adaptive capacity, and build up its own expertise and staffing, 
which is limited.  
 
ADB has made efforts to support private sector development. ADF countries accounted 
for just under one-third (31%) of total private sector operations approvals—a 
commendable effort, given the relatively difficult business environments in ADF 
countries, but below the target of 40% by 2015. The percentage of private sector 
operations in ADF countries during 2009–2014 that directly promoted inclusion 
(e.g., by targeting the poor, rural populations, or women) increased from 6% in 2009 
to 37% in 2014, a positive finding. A clearer results chain for private sector operations 
support, with a sharper focus on outcomes, more effective use of private sector 
assessments, and more meaningful targeting and identification of country-specific 
constraints, can help in the future. 
 
ADB is well positioned to achieve its gender equality objectives. ADB achieved its 
gender mainstreaming target of 50% in ADF operations by 2012, and has shown good 
progress on implementing the gender commitments under ADF X and XI. These include 
improving gender indicators, measurement of ADB contributions to gender equality, 
gender action plans, and toolkits and training. ADB’s 3-year rolling average for gender-
themed projects has continued to improve, with an average of 59% in 2014. 
The proportion of projects that support gender equity or gender mainstreaming is 
somewhat higher for the ADF than for ADB overall. Results of gender projects and 
gender action plans will be assessed in an evaluation to be delivered in 2017. 
  
Support for improving governance remains vital for ADF countries. ADB has been 
responsive in its institutional and operational support for governance, mainly through 
its operations under public sector management, with numerous examples of 
transformative interventions. A 2014 IED evaluation called attention to issues that 
warrant attention if ADB is to strengthen its support for governance as a true driver of 
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change. These include: inconsistent and weak governance diagnostic studies in country 
and sector programs; the declining share of transport and energy operations with a 
governance theme; limited use of technical assistance in infrastructure sectors (relative 
to the rapid growth in lending); weak implementation of the Second Governance and 
Anticorruption Action Plan at the project level; and poorly performing (albeit 
improving) public sector management operations. 
 

ADF Replenishment and Allocation Processes Need Refinement 

Streamlining of the replenishment process should be considered. The ADF compares 
favorably with the funds of other international financial institutions in efficiency of the 
resource mobilization process, except that for the ADF a much higher number of 
replenishment papers are produced and the number of commitments and actions 
focused on institutional issues increased from ADF X to XI. If most of these reforms 
under ADF XI are completed, it may be appropriate to consider ways to reduce the 
burden of the replenishment process. 
 
Continued refinement to the allocation framework is needed. Refinements to the 
allocation framework were made under ADF X and ADF XI through a modified 
performance based allocation and more set-asides to direct more support to poorer 
countries and priorities such as RCI and disaster response. Additional adjustments to 
the allocation framework will be important to maintaining the ADF’s responsiveness to 
country needs. Set-asides at other international financial institutions offer lessons for 
the ADF. The three most pertinent are the Crisis Response Window introduced under 
the International Development Association’s 16th replenishment (IDA 16), the 
Transitional Support Facility under the African Development Fund 13th replenishment, 
and the turn-around facility under IDA-17. These offer some advantages not available 
under the current ADF allocation framework. Moreover, with the increase in minimum 
allocations to the small Pacific island countries under ADF XI, the existing 4.5% set-
aside for the Pacific can be reallocated. 
 

Reforms and Resources Bring New Opportunity 

ADF has responded to the changing landscape. The evaluation found the strategic 
priorities of ADF X and XI to be highly relevant to the evolving needs and challenges of 
ADF countries. Moreover, ADB has been largely responsive to the commitments and 
priorities set out under ADF X and XI. Even with poverty declining in most ADF 
countries, they will continue to face challenges that require continued—and in some 
areas, increased—support and responsiveness from ADB and the ADF. Indeed, the 
commitment to intensify support, especially for inclusive and environmentally 
sustainable growth, will remain highly relevant and ADB should redouble its efforts to 
make this commitment a more meaningful operational reality. 
 
A reformed and better-resourced ADB can make a bigger difference. Two key factors, 
when taken together, provide an unprecedented chance for ADB to improve its 
development effectiveness, especially in ADF countries. First is the Strategy 2020 
Midterm Review and the reform process that it set in motion in 2014. If implemented 
well, the reforms can shift ADB onto a higher level of institutional effectiveness. 
Second, the projected increase in resources stemming from the ADF-OCR merger, not 
only in terms of larger loan and grant envelopes, but also in ADB’s operating budget, 
should provide some space to increase the footprint and effectiveness of operations.  
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This combination of a reformed and better-resourced ADB would give it a unique 
position among development institutions and provide a real opportunity for it to make 
a bigger and better difference, especially in the poorest and most vulnerable countries. 
Additional resources, especially grant resources, should enable ADB to invest 
significantly more in social sectors and agriculture, which can make important 
contributions to the strategic agendas. The new Sustainable Development Goals should 
provide a useful framework in terms of identifying opportunities for deeper ADB 
engagement. 
 

Recommendations  

While the evaluation identifies ways in which ADB can improve its support in the 
priority areas, four changes are critical to raising its development effectiveness. 
The following points summarize the key recommendations, with a more detailed 
discussion on these provided in Linked Document 9. For ADF 12, ADB should: 
 
(i) Strengthen support for inclusive growth and environmentally sustainable 

growth, and scale up climate change adaptation and disaster risk management 
efforts. Opportunities for making the growth process more inclusive need to be 
articulated and supported in CPSs, their results frameworks, and their major 
sector programs. Improved monitoring of ADB’s contributions to inclusive 
growth at the country level is also needed. This would support the commitment 
made in the ADF XI Donors Report that inclusive growth be emphasized in all 
CPSs and effectively supported in all ADF countries. Country diagnostics and 
economic and sector analyses need to improve in order for ADB to more 
effectively identify the key constraints to and opportunities for inclusive growth 
in a country. This is especially important in those countries where inequality is 
greatest, or where it has increased most. Furthermore, increased support to 
and better operating results in the social sectors (including social protection), 
agriculture, and food security—areas that are recognized as essential for 
achieving inclusive growth—should strengthen ADB’s overall contribution to 
this agenda. Additional resources, especially higher levels of ADF grant 
resources, provide an opportunity for ADB to invest more in these areas in a 
way that complements its core investments in transport, energy, and water. 
 
To intensify support for environmentally sustainable growth, ADB should 
deepen its engagement in environmental public goods and transboundary 
issues, support more livable and greener cities, and strengthen environmental 
governance. Further mainstreaming of climate change considerations, including 
in relation to DRM, in country strategies and using more of the ADB’s own 
resources to support both investment and technical assistance operations 
should also be a priority. 
 
ADB should scale up support for DRM and climate change adaptation, both in 
terms of financing and its institutional capability. Accelerating climate change 
and more frequent and severe natural disasters demand not only effective 
support for disaster relief efforts in the aftermath of events, but proactive and 
upstream support for disaster preparedness and risk reduction, and 
institutional development for DRM. This will help build resilience, especially in 
countries with strong vulnerability but weak institutional capacity.  
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(ii) Adopt more systematic and operationally relevant diagnostic studies—a 
knowledge-first approach—to sharpen country and sector programs and 
improve results on strategic priorities. A more systematic and better sequenced 
process for undertaking critical knowledge work in advance of (and to feed 
into) the development of country strategies is needed. Analytical work on the 
three strategic agendas is essential both to identify ways of spreading effort 
across the pillars and priorities within each strategic area, and to tailor the 
generic strategies to the needs and priorities of each country context. 
Diagnostic studies can also help to strengthen links between operations in 
different strategic areas, to make them more complementary and mutually 
reinforcing. The need for better analytical work applies to other strategic areas: 
fragility, conflict, and political assessments; private sector assessments and 
finance sector assessments; and country and regional DRM diagnostic studies 
to strengthen disaster risk reduction and adaptive capacity. This systematic, 
knowledge-first approach should be adopted ADB-wide. 

 
(iii) Strengthen the concessional resource allocation framework. ADF’s experience 

with set-asides (dedicated resource allocations to support specific countries or 
development priorities) has been positive but needs to evolve further to reflect 
the changing development landscape and needs of client countries. Changes 
that should be considered for ADF 12 would include:  
(a) reallocation of the 4.5% set-aside for Pacific island countries, as this has 

become redundant with the increase in minimum country allocations 
under ADF XI (assuming that the value of the minimum allocation 
represents no less than 4.5% of the performance-based allocation);  

(b) a larger set-aside for the DRF, and the possible establishment of a 
larger crisis response window;  

(c) a multi-country FCAS Financing Facility to support long-term turn-
around situations including post-conflict and re-engaging countries; 
and  

(d) consideration for allowing a portion of ADF grant resources to be 
provided to regional organizations that are undertaking work that 
supports ADF priorities, such as strengthening disaster risk reduction or 
environmental governance.  

 
(iv) Build expertise in the key strategic areas to deepen engagements and improve 

results. Before ADB can effectively scale up support on any strategic priority, it 
must have a critical mass of experts, whether as full-time staff or long-term 
consultants, with the right experience and skills in these areas. ADB has 
increased the number of staff deployed to work on safeguards and gender, but 
deficiencies in several sector areas may hold back a better achievement of ADF 
objectives. To broaden and deepen its support for inclusive growth, ADB would 
want to expand its expertise in agriculture, health, and social protection. 
Enhancing expertise in critical ESG fields (beyond safeguards), in some areas of 
sustainable transport, in DRM, and FCAS will also be important. ADB’s ability to 
engage with governments and other clients in these areas depends importantly 
on the caliber and credibility of its experts. To build up the right mix of 
expertise, ADB must attract top talent and experienced project team leaders. 
ADB should make a commitment under ADF 12 to plug these capacity gaps 
urgently. Continued efforts are also needed to deploy top performers to the 
most difficult operating areas, including in resident missions, and to provide 
institutional mechanisms to improve team work and skills sharing across 
departments. 



 

CHAPTER 1 

Introduction and Context 
 
 
 
 
1. The Asian Development Bank (ADB) established the Asian Development Fund 
(ADF) in 1973 as a Special Fund to serve as an instrument to carry out its concessional 
lending operations. The ADF provides loans on concessional terms and grants 
(including technical assistance [TA]) to promote poverty reduction and improve the 
quality of life in member countries with low per capita incomes and limited or low 
creditworthiness. The ADF has been replenished 10 times since its establishment, with 
replenishments taking place every 4 years since 1997. The current cycle (ADF XI) covers 
2013–2016. 
 

2. Twenty-nine countries are currently eligible to access ADF resources (Table 1): 
17 in the ADF-only group (A) and 12 in the blend ADF and ordinary capital resources 
(OCR) group (B). Group C member countries (OCR-only) are not eligible to receive ADF 
resources.1 Among the 29 countries, 9 are classified as fragile and conflict-affected 
situations (FCAS), as indicated in the table.2 
 

Table 1: ADF Country Groupings 
Group A (ADF-only)  Group B (Blend ADF-OCR) 
Afghanistan,* Bhutan, Cambodia, Kiribati,* 
Kyrgyz Republic, Lao People’s Democratic 
Republic, Maldives, Republic of the Marshall 
Islands,* Myanmar, Nauru,* Nepal,* Samoa, 
Solomon Islands,* Tajikistan, Tonga, Tuvalu,* 
and Vanuatu. 

Armenia, Bangladesh, Georgia, Federated 
States of Micronesia,* Mongolia, Pakistan, 
Palau, Papua New Guinea, Sri Lanka, Timor-
Leste,* Uzbekistan, and Viet Nam. 

ADF = Asian Development Fund, FCAS = fragile and conflict-affected situations, OCR = ordinary capital 
resources. 
* Countries classified as FCAS. 
Note: India is classified as a Group B country but currently does not have access to the ADF.  
Sources: Strategy and Policy Department; and ADB. 2013. Classification of Developing Member Countries. 
Operations Manual. OM A1/BP. Manila. 
 

A. Evaluation Purpose and Rationale 

3. ADF donors have come to expect that the Independent Evaluation Department 
(IED) will evaluate recently completed and ongoing replenishment cycles to inform 
negotiations for subsequent cycles. As such, IED undertook this evaluation covering 
ADF X and XI operations in advance of the ADF 123 negotiations to begin in late 2015. 
 

                                                
1 Group C countries are: Azerbaijan, People’s Republic of China (PRC), Cook Islands, Fiji, Indonesia, 

Kazakhstan, Malaysia, Philippines, Thailand, and Turkmenistan. 
2 A country is classified as an FCAS country if (i) it is ranked in the fourth and fifth quintiles of the country 

performance assessments (CPAs) for 2 of the most recent 3 years, or (ii) it is considered to be in a conflict 
or post-conflict situation. This report uses the same set of FCAS countries listed in the 2014 ADB 
Development Effectiveness Review: Afghanistan, Kiribati, Republic of the Marshall Islands, Micronesia, 
Nauru, Nepal, Solomon Islands, Timor-Leste, and Tuvalu.  

3  All references to the twelfth ADF replenishment and onward will use basic numbering (ADF12, ADF13, etc.) 
while all earlier replenishments will use Roman numerals (ADF X, ADF XI, etc.).  
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4. The evaluation’s main objective is to assess the performance of ADF operations 
to provide guidance for improving ADF’s and ADB’s future development effectiveness. 
The evaluation is expected to contribute to: (i) better selection, preparation, and 
implementation of ADF-funded development interventions to achieve ADF’s strategic 
priorities and maximize intended development results; and (ii) informed preparation of 
ADF 12, taking into account the impending merger of ADF lending operations with the 
OCR balance sheet and the implications of this new arrangement, including increased 
availability of concessional loan and grant resources.4 
 

5. The evaluation focuses on ADF X and XI operations and how they support the 
strategic agendas of Strategy 2020, with which ADF X and XI were to align: inclusive 
growth, environmentally sustainable growth (ESG), and regional integration. While the 
evaluation covered mainly operations completed and ongoing during ADF X (2009–
2012) and the first half of ADF XI (2013–2014) periods, in some areas earlier periods 
are covered in order to provide a longer-term historical review of ADF operations.  
 

B. Sources and Methodology 

6. An evaluation approach paper, with input from ADB management, set the 
overall approach and methodology for the evaluation.5 Among the key questions that 
guided the study were: What are the most critical challenges confronting ADF 
countries? How are ADF-financed operations performing? How can the ADF better 
support inclusive and environmentally sustainable growth? Are major ADF X and XI 
commitments being achieved? How can ADF mechanisms and ADB capacity be 
optimized to ensure that additional resources made available from the ADF and OCR 
combination are effectively deployed? As set out in the paper, the evaluation adopted a 
mix of analytical methods, with the following major components (Linked Document 1 
provides additional details on evaluation sources and methodology):  
 

(i) review of macroeconomic, fiscal, and other development indicators; 
(ii) desk review of ADF operations and performance, using databases; 
(iii) country missions and consultations;6 
(iv) ADB headquarters interviews with staff; 
(v) topical background papers;7  
(vi) implementation assessment of ADF X and XI commitments; and 
(vii) synthesis of findings from recent evaluations.  

C. Structure of the Report 

7. Following a short context-setting discussion in the next section of this chapter, 
Chapter 2 reports on ADF financing trends and operational performance. Chapter 3 
evaluates ADB and ADF support for the three strategic agendas. The evaluation 

                                                
4 With the ADF and OCR combination, which will take effect on 1 January 2017 under ADF 12, the ADF will 

be retained as a grant-only donor fund to provide grant assistance to eligible countries. Concessional 
lending to lower-income countries will continue from the expanded OCR, on the same terms and 
conditions as current ADF loans. 

5 IED. 2015. Evaluation Approach: Thematic Evaluation Study on Asian Development Fund Operations. 
Manila: ADB. Online: http://www.adb.org/documents/thematic-evaluation-study-asian-development-fund-
operations 

6  Missions were fielded to Afghanistan, Bangladesh, Cambodia, Fiji (to meet with Pacific regional 
organizations), Kyrgyz Republic, Lao People’s Democratic Republic, Nepal, Samoa, Sri Lanka, Tajikistan, and 
Timor-Leste. 

7 Covering the issues of: inclusive growth and poverty reduction, environmentally sustainable growth, 
disaster risk management (DRM) and the Disaster Response Facility, fragile and conflict-affected situations, 
private sector development, and a comparative analysis of multilateral concessional funds. 
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assessed at some depth the pilot ADF Disaster Response Facility (DRF) and ADB’s 
broader disaster risk management (DRM) support, and support for FCAS and private 
sector development. These are covered in Chapter 4, sections A, B, and C. Relying 
largely on existing evaluations and secondary documentation, the evaluation reviews 
support for gender equality, governance, and food security. The evaluation also 
assesses ADB’s progress in implementing the commitments agreed to in the ADF X and 
XI Donors Reports Implementation Plans. These are in Chapter 4, sections D and E. 
Chapter 5 examines the ADF resource replenishment and allocation processes. Finally, 
Chapter 6 provides an evaluative assessment (on relevance, responsiveness, and results) 
and conclusions. Recommendations are in the Executive Summary, with Linked 
Document 9 providing details on the recommendations plus additional suggestions.  
 

8. Linked documents and supplementary appendixes are listed at the end of the 
report, including lists of all persons met in ADB headquarters and during country 
missions (Linked Documents 2 and 3).  
 

D. The Development Context 

9. Poverty has declined in most ADF countries and, like the rest of the Asia and 
Pacific region, they face a generally positive outlook for continued growth and 
development. But they have not fully shared in Asia’s success story.  
 

10. Relative to the rest of the region, their economies have seen more erratic 
economic growth, lower per capita income growth, and slower social progress. Their 
relatively narrow economic bases and high reliance on other economies make them 
prone to external shocks. They face difficult governance and capacity challenges and 
some suffer from fragility, instability, and conflict, including at the subnational level. 
Their public infrastructure is inadequate and they struggle with environmental 
degradation, the growing threat of climate change, and natural disasters. 
 

1. Development Snapshot: ADB Overall and ADF Countries 

11. ADF countries lag behind the rest of the region on major development 
dimensions (Table 2). This is not a surprise given the criteria for eligibility for ADF 
support. Their per capita incomes have grown more slowly and, while their share of 
formally employed workers (in total employment) is higher, they also have a higher 
proportion of people—one in five—living below the $1.25 a day poverty line. Their 
achievement of education, health, and other human development targets has been 
slower. ADF countries have made only slow progress on non-income Millennium 
Development Goals (MDGs). This means many countries will miss key MDG targets by 
the target year, 2015. Infrastructure and connectivity indicators also lag behind those 
in the rest of the region, and, while many of these countries stand at the front line of 
the climate crisis, they are the smallest contributors to global emissions. 
 

12. The Social Progress Index8 categorizes Afghanistan, Cambodia, Bangladesh, Lao 
People’s Democratic Republic (Lao PDR), Myanmar, and Pakistan—home to two-thirds 
of the 650 million people in ADF countries—as having low or very low progress. In the 
Pacific region, a recent study found that poverty, vulnerability, and exclusion are rising 
in many islands, with women, youth, the disabled, the elderly, and those in remote 
islands the most vulnerable.9 

  

                                                
8 M. Porter and S. Stern. 2015. Social Progress Index 2015. Social Progress Imperative. Boston. 
9 United Nations Development Programme. 2014. The State of Human Development in the Pacific: A Report 

on Vulnerability and Exclusion in a Time of Rapid Change.  
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Table 2: Development Dimensions and Indicators 

Dimensions Indicators Year 
ADB 

overall 
ADF 

countries 
Poverty, 
Employment 

Population living on less than $1.25 a daya (%) 2011 15.3 19.5 
Wage and salaried workers in total employment (%) 2012 29.9 37.5 

Human 
Development 

Ratio of girls to boys in secondary education 2011 0.98 0.93 
Gross lower secondary education graduation rate (%) 2012 90.2 60.1 
Under-5 child mortality (number per 1,000 live births) 2013 39.4 55.3 
Maternal mortality ratio (number per 100,000 live births) 2013 134.3 164.4 

Water, Sanitation, 
Infrastructure 

Urban population using improved drinking water source (%) 2012 96.5 93.6 
Urban population using an improved sanitation facility (%) 2012 71.1 73.7 
Paved roads (kilometers per 10,000 people) 2011 17.0 7.2 
Electrification rate (overall %) 2012 83.5 65.5 

Others Deposit accounts in financial institutions (per 1,000 adults) 2013 647.2 574.2 
Carbon dioxide emissions (metric tons per capita) 2010 3.4 0.9 

ADB = Asian Development Bank, ADF = Asian Development Fund.  
a Expressed in purchasing power parity terms. 
Note: Estimates are averages of actual country values weighted by population size or imputed country values 
wherever data are missing for the year required, weighted by population size. ADF overall includes all ADF 
developing member countries. 
Source: ADB Development Effectiveness Review 2014 Scorecard, Signals, and Scoring Methods, and Standard 
Explanatory Data Indicators. 

 

2. Growth and Fiscal Trends 

13. ADF economies have seen slightly lower and more erratic growth rates relative 
to non-ADF economies over the past decade (Figure 1). Countries classified as FCAS, 
which make up one-third of ADF countries, recorded the lowest and most volatile 
growth. For Pacific island states (most of which are classified as FCAS), per capita 
income growth over the past 30 years has averaged less than 1%, with several 
countries experiencing declining incomes as population growth has outpaced economic 
growth.10 Depressed global commodity prices, conflict and instability, and natural 
disasters have been the key growth constraints for ADF economies in recent years. 
 

Figure 1: GDP Growth, 2004–2013  

 
A = ADF-only, B = blend, C = OCR-only, FCAS = fragile and conflict affected situations, GDP = gross 
domestic product. 
Note: Data for Nauru not available. 
Source: Independent Evaluation Department calculations based on International Monetary Fund World 
Economic Outlook database (October 2014). 

 

14. The growth patterns have contributed to fiscal challenges, with ADF-only and 
FCAS countries showing higher average national government budget deficits and 
volatility (Figure 2). ADF countries, and again FCAS countries in particular, also carry 
higher debt levels and rely more heavily on development assistance. 

                                                
10 IED. 2015. Corporate Evaluation Study: ADB Support to Small Pacific Island Countries. Manila: ADB. 
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Figure 2: Fiscal Balance, 2004–2013  

  
A = ADF-only, B = blend, C = OCR-only, FCAS = fragile and conflict-affected situations, GDP = gross 
domestic product. 
Notes: Data for Nauru not available; Timor-Leste excluded as an outlier (average fiscal balance of 19.3%).  
Source: Independent Evaluation Department calculations based on International Monetary Fund World 
Economic Outlook database (October 2014). 

 

3. Poverty and Inequality 

15. Most countries for which data are available have performed well on reducing 
poverty based on the $1.51 a day regional poverty line applied by ADB in the 2014 Key 
Indicators analysis (Table 3).11 Countries that have seen the largest absolute reductions 
in their poverty rates over the period 2005–2010 include Bhutan, Cambodia, Kyrgyz 
Republic, Lao PDR, and Nepal—although for some countries, such as Kyrgyz Republic, 
this progress has stalled or reversed in recent years due to economic and other shocks. 
Many ADF countries were especially impacted by the global economic crisis. Moreover, 
in half the countries one-quarter or more of the populations (as of 2010 estimates) still 
fall under the regional poverty line.  
 

Table 3: Poverty Estimates Using the $1.51 a Day Regional Poverty Line 
 Poverty rate (%) Trend 
Countries 2005 2008 2010 2005–2010 
Group A     
  Bhutan  27.6 17.3 9.5 Decrease 
  Cambodia  45.5  34.4  25.4 Decrease 
  Kyrgyz Republic  31.2  11.2  12.6 Decrease 
  Lao PDR 54.1  46.7  38.1 Decrease 
  Maldives 4.6  1.2  1.2 Decrease 
  Nepal  57.5  46.9  37.2 Decrease 
  Tajikistan  27.0  16.6  14.2 Decrease 
Group B 

   
 

  Armenia 9.3  3.4  6.5 Decrease 
  Bangladesh  64.5  61.2  58.0 Decrease 
  Georgia  21.7  20.7  23.8 Increase 
  FSM (urban) 35.8  37.4  37.3 Increase 
  Pakistan 36.4  36.2  26.5 Decrease 
  Papua New Guinea 55.3  51.3  47.3 Decrease 
  Sri Lanka 20.3  13.9  10.5 Decrease 
  Timor-Leste 57.2  49.8  49.8 Decrease 
  Viet Nam 35.6  25.7  22.4 Decrease 

FSM = Federated States of Micronesia, Lao PDR = Lao People’s Democratic Republic. 
Source: Asian Development Bank Key Indicators 2014 (Table 2.2). 
 

                                                
11 ADB. 2014. Key Indicators for the Asia and the Pacific 2014: 45th Edition. Special Chapter: Poverty in Asia: 

A Deeper Look. Manila. 
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16. The proportion of ADF countries that has experienced increasing income 
inequality is smaller than that in non-ADF countries. As measured by the Gini 
coefficient, income inequality declined or was unchanged in two-thirds (12 of 18) of 
countries for which data are available (Table 4). Gini coefficients have risen in 2 of 9 
countries in Group A, 4 of 9 in Group B, and 5 of 10 in Group C. 
 

Table 4: Inequality in Selected ADF Countries 
 Gini Coefficient  
Countries Earlier Year Latest Year Trend 
Group A    
  Bhutan  0.468 (2003) 0.387 (2012) Decrease 
  Cambodia  0.383 (1994) 0.360 (2009) Decrease 
  Kyrgyz Republic  0.537 (1995) 0.334 (2011) Decrease 
  Lao PDR 0.349 (1997) 0.367 (2008) Increase 
  Maldives 0.627 (1998) 0.374 (2004) Decrease 
  Nepal  0.367 (1995) 0.328 (2010) Decrease 
  Samoa 0.450 (2002) 0.430 (2006) Decrease 
  Tajikistan  0.290 (1999) 0.308 (2009) Increase 
  Tuvalu 0.450 (1994) 0.370 (2004) Decrease 
Group B    
  Armenia 0.444 (1996) 0.313 (2010) Decrease 
  Bangladesh  0.330 (1996) 0.321 (2010) Decrease 
  Georgia  0.371 (1996) 0.421 (2010) Increase 
  Mongolia 0.332 (1995) 0.365 (2008) Increase 
  Pakistan 0.287 (1997) 0.300 (2008) Increase 
  Sri Lanka 0.344 (1995) 0.364 (2010) Increase 
  Timor-Leste 0.395 (2001) 0.319 (2007) Decrease 
  Uzbekistan 0.453 (1998) 0.367 (2003) Decrease 
  Viet Nam 0.357 (1993) 0.356 (2008) Unchanged 

ADF = Asian Development Fund, Lao PDR = Lao People’s Democratic Republic. 
Source: Asian Development Bank Key Indicators 2014 (Table 1.9). 

 

4. ADF 12, the Post-2015 Agenda, and Beyond 

17. Ending extreme poverty, addressing inequality, and pursuing more 
environmentally and socially sustainable growth are among the priorities in the new 
Sustainable Development Goals. For most ADF countries, the pursuit of these goals will 
be a struggle. A range of challenges persist, with some intensifying. Climate change, 
natural disasters, financial and economic crises, pandemics, food insecurity, and 
conflict are among the top concerns. The spate of food, fuel, and global economic 
crises over the 2008 to 2010 period, along with recent natural disasters, have impacted 
the region heavily, with the poorest countries harder hit and slower to recover. 
Strengthening resilience against these types of threats is essential to assuring continued 
progress. Moreover, strengthening governance and institutions and improving the 
coverage and quality of public services remains critically important. 
 
18. ADF countries will continue to require dedicated attention and support. ADB’s 
concessional resources, including new resources available from the ADF and OCR 
merger, will continue to play an important role in not only addressing the key 
challenges, but also pursuing opportunities for progress. ADB and the ADF must 
respond to the changing times and confront new challenges, and this can be done 
without moving away from infrastructure.12 New resources and institutional reforms 
under way as part of the Strategy 2020 Midterm Review (MTR)13 provide an 
opportunity, amid growing challenges, to deliver better results. 

                                                
12 V. Thomas. Inspiring ADB’s Future: Better Results in a Dynamic World. ADB Sustainable Development 

Working Paper Series. No. 39. Manila. Asian Development Bank. 
13 ADB. 2014. Midterm Review of Strategy 2020 Action Plan. Manila. 
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CHAPTER 2 

ADF Financing and 
Performance 

 
 
 
 
19. This chapter reviews ADF financing sources and trends, allocation patterns, 
performance of completed operations, and implementation progress for ongoing 
projects. Linked Document 4 provides more details. 

 

A. ADF Financing Sources 

20. Replenishments to the ADF have grown steadily, driven mostly by reflows, 
which now account for half of total resources (Figure 3). Total financial resources for 
ADF XI are likely to surpass $13 billion for the entire replenishment period 
(2013−2016). The share of donor contributions has declined and represented about 
one-third of the ADF X and ADF XI replenishments, although cumulative donor 
contributions worth $31.7 billion represent 51% of the $61.7 billion in cumulative 
resource contributions since ADF I. Other resources consist of OCR net income transfers, 
loan and grant savings and cancellations, liquidity drawdowns, and adjustments in the 
prudential minimum liquidity. 
 

Figure 3: ADF Resources by Replenishment, ADF I to ADF XI 

  
ADF = Asian Development Fund. 
Notes: Figures expressed at exchange rates specified in the relevant Board of Governors’ Resolutions. 
Excludes the allocation to the Technical Assistance Special Fund. Other Resources in ADF I–ADF V included 
set-aside resources, accumulated surplus and accumulated loan repayments. Reflows were distinguished 
from Other Resources in ADF VI. From ADF VI−ADF XI, Other Resources consisted of ordinary capital 
resources net income transfer, loan and grant savings and cancellations, liquidity drawdown, and 
adjustment in the prudential minimum liquidity.  
Source: Treasury Department. 
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B. Allocation and Operational Patterns 

1. Allocation by Country  

21. Eligibility for ADF resources is based on the ADB Graduation Policy, which 
determines eligibility based principally on a country’s per capita gross national income 
and creditworthiness.14 ADF resources are allocated using the performance-based 
allocation (PBA) mechanism, which defines the principles and criteria to guide 
allocations. The PBA prioritizes country performance, as assessed in annual country 
performance assessment (CPA) scores, as the basis for allocation of ADF resources. 
But other factors, such as debt levels and other special circumstances, are considered. 
All other things being equal, lower per capita income attracts additional resources, as 
does a larger population. Changes in performance are the most powerful influence on 
changes in allocations.15  
 
22. Bangladesh, Viet Nam, Pakistan, Nepal, and Cambodia are the top five 
recipients of loan resources, receiving about two-thirds of ADF X and XI approvals 
during 2013–2014 (Figure 4). At the opposite end of the distribution (not shown in the 
chart) are the small Pacific countries: the Federated States of Micronesia (FSM), Palau, 
and the Republic of the Marshall Islands (RMI). They have received $4.4 million, 
$5.3 million, and $14.5 million, respectively, over the 6 years, although on a per capita 
basis these countries have received the highest amount of ADF resources. 
 

Figure 4: Top ADF Loan Recipients, ADF X and XI (2009–2014) 

  
ADF = Asian Development Fund, ARM = Armenia, BAN = Bangladesh, BHU = Bhutan, CAM = Cambodia, 
GEO = Georgia, KGZ = Kyrgyz Republic, LAO = Lao People’s Democratic Republic, MON = Mongolia, MYA 
= Myanmar, NEP = Nepal, PAK = Pakistan, PNG = Papua New Guinea, SRI = Sri Lanka, TA = technical 
assistance, UZB = Uzbekistan, VIE = Viet Nam.  
Note: Only top 15 recipients in ADF-only and blend countries are shown.  
Source: Loan, TA, grant and equity approvals database. 

 
23. Afghanistan, Tajikistan, and Nepal received nearly three-fourths of grant 
approvals. Afghanistan alone has received $1.8 billion or 43% of total grant resources 
approved through 2014. Nauru, Kiribati, and Tuvalu were the smallest recipients, 
receiving $6.0 million, $3.0 million, and $2.4 million, respectively, over the period. As 
discussed in Chapter 5, exceptional allocations for post-conflict countries were provided 

                                                
14 ADB Operations Manual section A1: Classification and Graduation of Developing Member Countries (Date 

of Issue: 4 Sep 2013). 
15 ADB Operations Manual section A1: Performance-Based Allocation of ADF Resources (Date of Issue: 3 Oct 

2014). 
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under ADF X to Afghanistan and Timor-Leste, and under ADF XI to Afghanistan and 
Myanmar.  
 
24. Over the 2005–2014 decade,16 Viet Nam received the highest net transfer of 
ADF loan resources, just over $2.1 billion, while Myanmar and Lao PDR recorded the 
highest net negative transfers (Figure 5). Five Pacific island economies saw negative net 
resource transfers over the decade, which presented a challenge during the 2008–2010 
crisis period. 
 

Figure 5: Net ADF Loan Resource Transfers, 2005−2014 

  
ADF = Asian Development Fund, AFG = Afghanistan, ARM = Armenia, BAN = Bangladesh, BHU = Bhutan, 
CAM = Cambodia, COO = Cook Islands, FSM = Federated States of Micronesia, GEO = Georgia, KIR = 
Kiribati, KGZ = Krygyz Republic, LAO = Lao PDR, MLD = Maldives, MYA = Myanmar, NEP = Nepal, PAK = 
Pakistan, PAL = Palau, REG = regional, RMI = Republic of Marshall Islands, SOL = Solomon Islands, SRI = 
Sri Lanka, TAJ = Tajikistan, TIM = Timor-Leste, TON = Tonga, TUV = Tuvalu, UZB = Uzbekistan, VAN = 
Vanuatu, VIE = Viet Nam. 
Note: Figures show loan disbursements net of loan repayments and interest/service charges collected and 
capitalized. Repayment estimates are converted at the prevailing exchange rates at time of receipt. 
Source: Loan Accounting and Servicing database, Controller’s Department. 

 

                                                
16 In this and other figures depicting ADF operations, a longer review period is analyzed in order to show 

trends and patterns before and during the ADF X and XI replenishments.  
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2. Official Cofinancing 

25. Over 2009–2014, official cofinancing raised for ADF operations shows no 
consistent pattern over the period (Figure 6). The years 2011 and 2014 recorded the 
highest levels of cofinancing for ADF. In 2011, it was driven by cofinancing to 
Bangladesh ($936.4 million) and Nepal ($316.6 million). In 2014, it was driven by 
cofinancing to Pakistan ($651.3 million), Nepal ($260.5 million), and Viet Nam 
($257.42 million). 
 

Figure 6: Official Cofinancing (DVA) for ADF Operations, 2009–2014 

  
ADF = Asian Development Fund, DVA = direct value-added. 
Source: Management’s Discussion and Analysis from Asian Development Bank Annual Reports 2009–2014. 

 
26. During the 2005–2014 decade, $13.8 billion in official cofinancing from 36 
bilateral and multilateral sources was raised for ADB operations in ADF-eligible 
countries. The major bilateral cofinanciers were the governments of Japan, France, and 
the Republic of Korea. The major multilateral sources were the World Bank, European 
Investment Bank, and the Islamic Development Bank. 
 

3. Allocation by Sector and Subsector 

27. From ADF IX to ADF X and XI (2009–2014, combining ADF X and the first two 
years of ADF XI), the largest increases in the share of sector approvals were in the 
infrastructure sectors (Figure 7): energy, 4%–13%; water supply and other municipal 
infrastructure and services, 13%–17%; and transport and information and 
communication technology, 16%–19%. ADF resources are increasingly concentrated on 
the three major infrastructure sectors in the recent replenishments. These sectors 
accounted for 33% of loan approvals during ADF IX and in ADF X and XI (through 
2014) they have so far accounted for 48% of loan approvals. These increases are in part 
attributable to the decline in multisector operations, which accounted for a significant 
23% share of approvals in ADF IX, but represent 5% under ADF X and XI. Agriculture 
sector approvals increased slightly (13%–14%), driven by higher approvals in irrigation, 
drainage, and flood protection subsector approvals (see Table 5). Education decreased 
(9%–8%) while health increased (4%–6%).  
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Figure 7: Sector Distribution of ADF Loans and OCR Loans (by value), 2005–2014 

 
ADF = Asian Development Fund, ANR = agriculture and natural resources, EDU = education, ENE = energy, FIN = finance, 
HSP = health and social protection, IAT = industry and trade, MUL = multisector, OCR = ordinary capital resources, PSM = 
public sector management, TA = technical assistance, TAI = transport and information and communication technology, 
WMS = water supply and other municipal infrastructure and services. 
Source: Loan, TA, Grant and Equity Approvals database. 

 
28. Although ADF lending is concentrated on the three main infrastructure sectors, 
ADF loan resources are spread among more sectors than OCR lending. Nearly two-
thirds of OCR resources have gone toward the primary infrastructure sectors, while for 
ADF it is just under half. ADF allocates more loan resources to agriculture and natural 
resources (14% compared with 4% for OCR), education (8% compared with 2%), and 
health and social protection (6% compared with 0.1%). This is consistent with 
prevailing wisdom that ADF member countries prefer to draw on concessional funds for 
social sectors. However, this presumption does not hold for ADF grants (as discussed 
below). 
 
29. Further insights into the evolution of ADF allocations can be drawn by 
analyzing subsector allocation patterns. Four subsectors have been dominant in terms 
of lending during ADF X and XI: road transport; water supply and sanitation; economic 
and public affairs management; and irrigation, drainage, and flood protection. 
Agriculture and rural sector development moved from sixth to fifth from ADF IX to X, 
but falls out of the top 10 by ADF XI. While no energy subsectors were in the top 10 in 
ADF IX, by ADF X electricity transmission and distribution was sixth and by ADF XI it 
was seventh while energy sector development was sixth and large hydropower was 
eighth. Two social protection projects approved in 2013 (for Mongolia and Pakistan) 
pushed the subsector’s share into the top 10 during ADF XI.  
 
30. The top 10 subsector tallies indicate a concentration of lending over the three 
periods. The top 10 subsectors accounted for 52% of all lending in ADF IX and by ADF 
XI this had increased to 78%. Table 5 lists the top 10 ADF loan subsectors (by value) in 
ADF IX, X, and XI (for the first 2 years, 2013 and 2014). Table 5 provides details. 
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Table 5: Top 10 ADF Loan Subsectors (by value), ADF IX–XI  

 
ADF IX ADF X ADF XI (2013–2014) 

Rank Subsector (share) Subsector (share) Subsector (share) 
1 TAI: Road Transport (13%) TAI: Road Transport (16%) WMS: Water Supply and 

Sanitation (15%) 
2 WMS: Water Supply and 

Sanitation (7%) 
WMS: Water Supply and 
Sanitation (14%) 

PSM: Economic and Public 
Affairs Management (12%) 

3 WMS: Urban Sector 
Development (6%) 

ANR: Irrigation, Drainage, and 
Flood Protection (8%) 

TAI: Road Transport (10%) 

4 FIN: Finance Sector 
Development (5%) 

PSM: Economic and Public 
Affairs Management (7%) 

ANR: Irrigation, Drainage, and 
Flood Protection (9%) 

5 EDU: Education Sector 
Development (4%) 

ANR: Agriculture and Rural 
Sector Development (5%) 

HSP: Social Protection (8%) 

6 ANR: Agriculture and Rural 
Sector Development (4%) 

ENE: Electricity Transmission 
and Distribution (4%) 

ENE: Energy Sector 
Development (7%) 

7 PSM: Economic and Public 
Affairs Management (4%) 

EDU: Pre-Primary and Basic 
Education (4%) 

ENE: Electricity Transmission 
and Distribution (6%) 

8 HSP: Health Systems (4%) TAI: Urban Transport (3%) ENE: Large Hydropower (5%) 
9 ANR: Water-Based Natural 

Resources Management (3%) 
FIN: Money and Capital 
Markets (3%) 

EDU: Upper Secondary 
Education (3%) 

10 PSM: Public Administration 
(3%) 

HSP: Health Systems (3%) EDU: Technical Education and 
Vocational Skills Training (3%) 

 
Subtotal 

52% 
Subtotal 

67% 
Subtotal 

78% 
ADF = Asian Development Fund, ANR = agriculture and natural resources, EDU = education, ENE = energy, FIN = 
finance, HSP = health and social protection, IAT = industry and trade, MUL = multisector, PCR = project completion 
report, PSM = public sector management, TAI = transport and information and communication technology, WMS = 
water supply and other municipal infrastructure and services.  
Source: Loan, TA, grant and equity approvals database.  

 
31. The review of subsector patterns also reveals a handful of areas that received 
ADF support in prior years, but which are no longer supported. Six subsectors that 
received ADF loan or grant support during ADF IX or earlier replenishments have since 
fallen off include: banking systems, early childhood development, fisheries, insurance 
and contractual savings, livestock, and slum upgrading and housing. Aside from one 
ADF forestry project approved in 2014, 17 there have been no other projects in this 
subsector since ADF IX. While this project was tagged by ADB as a forestry subsector 
intervention, the disaggregated project costs show that less than 10% of the project 
financing went to forestry, with the bulk of resources going to irrigation. The 
subsectors of early childhood development, fisheries, livestock, forestry, and slum 
upgrading and housing, are all operational areas that delivered more direct support 
and to lower-income groups. 
 

4. Allocation of ADF Grant Resources    

32. Transport and information and communication technology, energy, and 
agriculture and natural resources are the dominant sectors for ADF grants, receiving 
three-fourths of the total of $4.4 billion in approved grants under ADF X and ADF XI 
thus far (2009−2014). This means that only one in four ADF grants in the poorest 
member countries supports all the other sectors, including public sector management 
and the human development sectors, compared with 55% by ADF loan recipients. It is 
not clear whether this trend is being driven by the attempt to align ADF grants more 

                                                
17 An ADF loan to Pakistan (ADB. 2014. Report and Recommendation of the President to the Board of 

Directors: Proposed Loan to Pakistan for the Federally Administered Tribal Areas Water Resources 
Development Project. Manila). 
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strongly with ADB’s long-term strategic priorities or by the preferences of member 
countries themselves.  
 
33. Debt sustainability concerns and support from other development partners are 
important factors influencing the use of ADF grant resources. Looking forward, with 
the projected increase in grant resources as a result of the ADF and OCR merger, it will 
be important to ensure that the use of grant resources for major infrastructure does 
not crowd out potential opportunities to support other sectors, especially where this 
support would be critical to raising the inclusive and environmentally sustainable 
effects of ADB’s total portfolio of operations in a country. 
 

5. Infrastructure Projects Benefitting Lagging Areas 

34. While ADF resources are concentrated on the three main infrastructure sectors, 
within infrastructure operations the share of projects that benefit lagging areas has 
fluctuated widely, moving from 60% in 2010 to 71% in 2012 to 47% in 2014. On a  
3-year moving average basis, the shares are 66% (2010−2012), 69% (2011−2013), and 
61% (2012−2014). The equivalent trend for ADB overall is 62%, 62%, and 55%, lower 
than the ADF levels.18 Infrastructure projects benefiting lagging areas is an important 
inclusive growth indicator for ADB, insofar as these operations aim to improve lives in 
regions with limited economic and social development.19 It is reasonable, therefore, to 
expect that with ADB's commitment to intensify support for inclusive growth in ADF 
countries, operations that benefit social and economic development in lagging regions 
would grow over time. 

 
6. Allocation by Project or Program 

35. Around three-fourths of ADF lending is in the form of projects, with program 
loans accounting for one-fourth, with no major change over the ADF IX, X, and XI 
(through 2014) replenishments. Program lending is most commonly used in the public 
sector management and finance sectors, where (as shown below) performance has 
historically been low. 

 
7. Technical Assistance 

36. From 2005 to 2014, ADF-eligible countries have received $932 million in TA: 
$437 million from the TA Special Fund (TASF) and $495 million from other sources. Viet 
Nam, Bangladesh, Pakistan, Cambodia, and Nepal were the top recipients of all TA over 

                                                
18 ADB. 2015. Development Effectiveness Review 2014: Scorecard, Signals, and Scoring Methods, and 

Standard Explanatory Data Indicators. Manila. 
19 ADB defines this indicator as: the number of operations that support infrastructure for lagging areas in the 

last 3 years as a percentage of the total number of infrastructure projects and agriculture projects with 
infrastructure components approved during the same period. A lagging area is defined as an area that is 
behind other areas when comparing socioeconomic characteristics. Infrastructure projects for lagging 
areas cover those that involve projects that target poor households or geographic areas, and/or are 
expected to have low, medium, or high rural impact (as defined in the 2014 Project Classification System). 
These include agriculture projects with infrastructure components such as irrigation, agricultural drainage, 
rural flood protection, and/or rural market infrastructure. Geographic targeting means that the operation 
(i) is located in a geographical area with a higher incidence of poverty than the national average (in terms 
of either share or number of poor people), and (ii) addresses specific constraints responsible for the 
backwardness of the selected geographic area. Household targeting means that the poor among the total 
project beneficiaries represent a significantly larger share than their proportion in the total population of 
the country, and in no case less than 20% of the project beneficiaries. Rural impact means that the 
intensity of the project’s activities in these locations is as follows: (i) low, 0%–24% of the project budget 
allocations; (ii) medium, 25%–64% of the project budget allocations; or (iii) high, 65%–100% of the project 
budget allocations. 

The share of 
projects that 
benefit lagging 
areas has 
fluctuated 
widely 



14 Asian Development Fund X and XI Operations 

 
 

the decade. These same five were also the top ADF loan recipients under ADF X and XI 
(through 2014). Half the TA received by ADF countries has gone into three sectors: 
public sector management (18%), transport and information and communication 
technology (17%) and energy (16%). ADB’s support for public sector management 
operations in ADF countries, which includes support for public sector reforms and 
capacity development, is appropriate given the challenges these countries face. 
 
37. Regional TA (from all sources) totaled $1.26 billion over 2005−2014, peaking 
at nearly $200 million in 2013 with the approval of several large TA projects: the Pacific 
Private Sector Development Initiative, Phase III ($30.5 million); Establishment of the 
Pacific Region Infrastructure Facility Coordination Office ($11.8 million);20 and 
Supporting the Cities Development Initiative for Asia ($14 million cofinanced by the 
governments of Sweden and Austria, and the Urban Climate Change Resilience Trust 
Fund, under the Urban Financing Partnership Facility). Public sector management was 
the largest sector for regional TA. 

 
38. A 2014 IED evaluation on TA operations had several ADF-specific findings.21 
It highlighted the importance of strategic partnerships to enabling consistent 
cofinancing of TA for shared programmatic goals. It also found that: ADB appropriately 
uses a larger share of TA to develop capacity in the less-developed, Group A, countries; 
ADB committed to increasing the TA allocation to FCAS from 2008 and the TA policy 
gives special consideration to FCAS, but this support has remained relatively constant 
as a share of total TA; and Group C countries’ TA success rate (80%) is significantly 
higher than that for Group A (63%) and Group B (62%) over the 2007–2012 period.22  
 
39. TA resources (excluding regional TA) provided to ADF countries have grown 
slowly over the 2005 to 2014 period, from about $80 million to about $100 million in 
recent years. But the share of total TA resources relative to total loans and grants has 
declined. Over the ADF IX, X, and XI (2013 and 2014) periods, the ratio of TA resources 
to ADF loan and grant resources declined, from 4.5% to 3.4% to 2.8%, respectively. 
Given the importance of TA for supporting capacity development, policy advice, 
knowledge work, and project implementation, the declining trend is a concern. 
 

C. Performance of Completed ADF Operations 

1. Project Performance by Country 

40. The aggregate success rate for completed ADF-financed projects over the 
2005−2014 decade was 62%.23 Successful projects are those validated or evaluated as 
either highly successful or successful, based on IED’s four-tier rating. The majority of 
the projects completed and validated or evaluated over the past decade were approved 
during the ADF VIII and IX periods. A review of success rates by year (Figure 8) shows 
that the 66% success rate in 200724 for ADF-financed projects (dark blue line) was 
roughly on par with success rates during the recent 2012−2014 period. For overall 
operations in ADF countries (light blue line), the same pattern applies. Lower success 

                                                
20 Both these Pacific regional TA projects were funded by TASF and cofinanced by Australia and New Zealand. 
21 IED. 2014. Corporate Evaluation Study: Role of Technical Assistance in ADB Operations. Manila: ADB. 
22 The evaluation assessed 128 of 251 TA projects approved and completed with a TA completion report 

(TCR) during 2007–2012. 
23 There were 170 highly successful or successful projects out of a total of 276 validated or evaluated ADF-

financed projects over the 10 years. This includes eight multi-country or regional projects. 
24 The proportion of validated/evaluated projects prior to 2007 was limited and, therefore, excluded from this 

analysis. 
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rates in 2008 and 2009 were driven by less than successful or unsuccessful projects in 
Bangladesh, Cambodia, Mongolia, and Pakistan. Nonetheless, a 3-year moving average 
shows an upward trend (black dashed line), from 55% to 68% between 2009 and 
2014. The success rate for FCAS countries (not shown in the figure) has improved 
incrementally in recent years and reached 69% in 2013 on a 3-year moving average 
basis, although this is based on a small sample of completed projects.25 By comparison, 
the OCR success rate (green line) is ranging just above 80%. 

 
Figure 8: Project Success Rate Trends, PCR Calendar Year 2007–2014                                  

 
A = ADF-only, ADF = Asian Development Fund, B = blend, OCR = ordinary capital resources, PCR = project 
completion report. 
Note: Successful projects are those validated/evaluated as either highly successful or successful based on 
project/program validation reports and/or project/program performance evaluation reports. ADF-financed 
projects are those funded fully or partly by ADF, regardless of country classification. ADF-eligible countries (A 
and B) include all projects in ADF-only and blend countries, regardless of fund source. OCR countries include 
all projects funded by OCR, regardless of country classification. 
Source: Independent Evaluation Department. 
 
41. Among countries with four or more completed ADF-financed projects since 
2005, Bangladesh, Georgia, Tajikistan, and Viet Nam, all had success rates at or above 
80% (Figure 9), as did regional projects. Evaluations of eight completed regional 
projects and programs showed an 88% success rate. The lowest success rates were for 
projects in Pakistan and in several Pacific countries, including Papua New Guinea. The 
section below on country programs performance (Section 6) discusses the challenges 
encountered in Papua New Guinea and Pakistan operations (paras. 48 and 50, 
respectively).  
 
  

                                                
25 There were only 30 validated or evaluated projects in FCAS countries during 2005–2014, almost half were 

completed projects in Nepal. 
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Figure 9: Success Rates of ADF-Financed Projects in ADF-Eligible Countries,  
PCR Calendar Year 2005−2014 

  
ADF = Asian Development Fund, AFG = Afghanistan, BAN = Bangladesh, BHU = Bhutan, CAM = Cambodia, 
GEO = Georgia, KGZ = Kyrgyz Republic, LAO = Lao People’s Democratic Republic, MLD = Maldives, MON = 
Mongolia, NEP = Nepal, PAK = Pakistan, PCR = project completion report, PNG = Papua New Guinea, REG = 
regional, SRI = Sri Lanka, TAJ = Tajikistan, VIE = Viet Nam.  
Note: Includes all ADF-financed projects validated/evaluated as either highly successful or successful based on 
project/program validation reports and/or project/program performance evaluation reports. 
Source: Independent Evaluation Department. 
 

2. Project Performance by Sector 

42. Figure 10 shows success rates of ADF-financed projects arranged by sector over 
the past decade (in two 5-year periods), from the harder sectors (mostly project-based 
interventions) to the left of the bar chart and the softer (mostly program-based 
interventions) to the right. Health and social protection stands out as the highest 
performer at 93%, with sharp improvement from the earlier to the later period, 
although this is based on a relatively smaller sample of 14 validated or evaluated 
projects. Transport and information and communication technology, and multisector 
were the next highest sectors, both at 71% and showing improvement over the two 
periods. Education’s success rate was 65% and declined over the two periods. Energy, 
agriculture and natural resources, industry and trade, and public sector management 
also saw improved success rates over the two periods. The success rates of the harder, 
mostly project-based, sectors (toward the left of the chart) are generally higher than 
those for the softer sectors (toward the right of the chart), especially those for finance 
and public sector management.  
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Figure 10: Success Rates of ADF-Financed Projects by Sector, 
 PCR Calendar Year 2005–2014 

  
ADF = Asian Development Fund, ANR = agriculture and natural resources, EDU = education, ENE = energy, 
FIN = finance, HSP = health and social protection, IAT = industry and trade, MUL = multisector, PCR = 
project completion report, PSM = public sector management, TAI = transport and information and 
communication technology, WMS = water supply and other municipal infrastructure and services.  
Note: Sectors toward the left of the figure (TAI, WMS, ENE, etc.) have higher proportions of project-based 
interventions, while sectors to the right consist mostly of program-based interventions. Figure includes all 
ADF-financed projects validated/evaluated as either highly successful or successful based on project/program 
validation reports and/or project/program performance evaluation reports. 
Source: Independent Evaluation Department. 
 

3. Key Factors Affecting Project Performance 

43. Project success depends critically on design and implementation effectiveness. 
A recent analysis covering a large sample of ADB and World Bank projects re-
emphasized the importance of good project design and supervision, including the role 
of team leaders (Box 1). Among the lowest rated ADF-financed projects over the past 
decade, the evaluation found design and implementation factors to be the most critical 
(Linked Document 4 provides more details). All of the design-related factors and one 
implementation factor (inadequate ADB implementation support) are within ADB’s 
control. While most of the implementation factors are not within ADB’s control, ADB’s 
preparation processes should be able to anticipate the risks. Adequate preparation and 
supervision by ADB should better mitigate their adverse effects. 
 

(i) Design-related: Inadequate understanding of the underlying 
development problem, lack of stakeholder consultation and support, 
project complexity, inappropriate project design (does not adequately 
consider country conditions and capacities), and lack of or weak risk 
assessment and mitigation.  

 
(ii) Implementation-related: Insufficient institutional capacity to achieve 

project outputs/outcomes, inadequate ADB implementation support, 
lack of continued political commitment, poor government 
coordination, and lack of financial resources to maintain project 
outputs/outcomes. 
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Box 1: Project Design and Supervision Really Matter 
 
A recent study on determinants of project performance found that, among country-level 
variables, GDP growth and good policy environments are significantly positively correlated with 
project success, while at the project level, shorter project durations, the presence of additional 
financing, and the track record of the project manager in delivering successful projects are all 
significantly correlated with project success. The study drew on a large sample of data from 
3,821 World Bank and 1,342 ADB projects. 
 

Several findings offer insights for ADF country operations, especially where success rates have 
historically been low. First, projects that take longer to implement are more likely to be rated 
poorly; thus if project length is a proxy for complexity, this suggests projects should not be overly 
complex. Second, project preparation and readiness, including completion of detailed designs 
and procurement packages, are critical for reducing delays and improving the likelihood of 
success. Third, careful attention to the performance and capabilities of project leaders is critical. 
ADB needs to devote more efforts to selecting, training, and positioning its best performers. 
 
ADB = Asian Development Bank, ADF = Asian Development Fund, GDP = gross domestic product.  
Source: D. Bulman, W. Kolkma, and A. Kraay. 2015. Good Countries or Good Projects? Comparing Macro and 
Micro Correlates of World Bank and Asian Development Bank Project Performance. World Bank Policy 
Research Working Paper 7245. Washington.  

 
4. Performance by Evaluation Criteria 

44. While a comparison of success rates by evaluation criteria shows little 
difference in the overall success rates of ADF operations based on either project-level or 
country-level evaluations, divergences can be seen for each criteria (Figure 11).26 
Importantly, project and country evaluations both point to efficiency and sustainability 
as the weakest links. These are therefore given more attention in the next section. 

 
Figure 11: Project and Country Evaluation Ratings by Criterion 

  
Note: Project evaluation rating includes all Asian Development Fund-financed projects completed during 
2005–2014 that were validated/evaluated as either highly successful or successful based on project/program 
validation reports and/or project/program performance evaluation reports. The country evaluation rating is 
based on country assistance program evaluations (nine) and country partnership strategy final review 
validations (eight) undertaken since 2010. 
Source: Independent Evaluation Department. 

                                                
26 Discrepancies between project and country level evaluation ratings for the four criteria are attributable to 

the fact that, while project evaluations assess relevance, effectiveness, efficiency, and sustainability for 
single interventions, country evaluations take into account all projects in a given country program and take 
into account other (non-project specific) considerations, such as positioning of ADB programs vis-à-vis 
other development partners. 
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5. Factors Underlying Weak Efficiency and Sustainability 

45. Five country evaluations had less than efficient ratings. Among the most 
commonly identified factors for these ratings were: capacity constraints in 
implementing agencies, lack of counterpart funds, staffing delays, overly optimistic 
implementation schedules, complex designs that did not account for limited capacity, 
and consultant recruitment delays (see Table 6 for other factors). 
 

Table 6: Factors Cited for Weak Efficiency in Country Evaluations 
(i) Capacity constraints in implementing 

agencies 
(ii) Cost overruns 
(iii) Lack of counterpart funds 
(iv) Delays due to reorganizations in 

government or ADB 
(v) Delays in staffing implementation units 
(vi) Deficient procurement, cumbersome 

procedures and poor management 
(vii) Unsuitable contractors and consultants 
(viii) Construction-related delays 

(ix) Overly optimistic implementation periods  
(x) Limited ADB efforts to build capacity 

within government, making it difficult for 
government to supervise contractors 

(xi) Implementing agencies’ unfamiliarity with 
ADB procedures 

(xii) Complex designs that failed to account for 
weak implementation capacity  

(xiii) Delays in consultant recruitment 

ADB = Asian Development Bank. 
Sources: Country assistance program evaluations for Afghanistan (2002‒2011), Bhutan (2001‒2009), Kyrgyz Republic 
(1994‒2010), Lao People’s Democratic Republic (2000‒2009), Maldives (1978‒2010), Pakistan (2002‒2012), Papua New 
Guinea (2001‒2014), Tajikistan (1998‒2003), and Uzbekistan (2002‒2009). 

 
46. Seven country evaluations had less than likely sustainable ratings. Commonly 
identified factors for these ratings were: insufficient government funds for operations 
and maintenance, weak government capacity, changes in government policy, high 
turnover in government staff, and over-reliance on project implementation units (see 
Table 7 for other factors). 
 

Table 7: Factors Cited for Weak Sustainability in Country Evaluations 
(i) Insufficient funds from budgetary 

resources to cover operations and 
maintenance costs, weak financial 
position of project entities 

(ii) Weak government capacity, particularly 
at subnational levels 

(iii) Insufficient government financial 
contribution and staffing 

(iv) Institutional and governance challenges 
(v) Shifting government priorities and fiscal 

space, policy reversals 
(vi) Inadequate maintenance regimes, 

including at subnational levels 

(vii) High turnover of skilled government 
staff, resulting in limited capacity of 
public institutions, especially in 
implementing reforms 

(viii) Reorganization within government 
resulting in frequent changes in the 
institutional context, reassignment or 
departure of key staff  

(ix) Limited absorptive capacity  
(x) Over-reliance on project implementation 

units, which were dissolved after 
program/project completion, with 
limited capacity left thereafter 

Sources: Country assistance program evaluations for Afghanistan (2002‒2011), Bhutan (2001‒2009), Kyrgyz 
Republic (1994‒2010), Lao People’s Democratic Republic (2000‒2009), Maldives (1978‒2010), Pakistan (2002‒
2012), Papua New Guinea (2001‒2014), Tajikistan (1998‒2003), and Uzbekistan (2002‒2009). 

 
6. Country Programs: Performance and Development Impacts 

47. Of 17 country programs assessed by IED since 2010, 10 (59%) were rated 
overall successful. On the criterion of development impact, 11 of 17 programs, or 
about two-thirds (65%) of country programs, were rated satisfactory, suggesting that 
ADB’s operations in these countries made positive contributions to development 
impacts. Table 8 lists the country programs by their development impact assessments, 

On development 
impact, two-
thirds of country 
programs were 
rated 
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followed by a review of underlying factors that contributed to limited development 
impacts in the six country programs with less than satisfactory and partly satisfactory 
development impact assessments. Among the six countries with less than satisfactory 
or partly satisfactory development impacts, Uzbekistan was in the unique position of 
having an overall successful rating. 
 

Table 8: Development Impacts of Country Programs 

Satisfactory Development Impact 
Less Than/Partly Satisfactory 

Development Impact 
Tajikistan (1998‒2013) 
Bhutan (2010–2012) 
Georgia (2008–2012) 
Nepal (2010–2012) 
Afghanistan (2002‒2011) 
Armenia (2006–2011) 
Sri Lanka (2009–2011) 
Kyrgyz Republic (1994‒2010) 
Solomon Islands (2006–2010) 
Lao PDR (2000‒2009) 
Bhutan (2001–2009) 

Papua New Guinea (2001‒2014) 
Cambodia (2011–2013) 
Pakistan (2002‒2012) 
Maldives (1978‒2010) 
Timor-Leste (2006–2010) 
Uzbekistan (2002‒2009)a 
 

Lao PDR = Lao People’s Democratic Republic. 
Note: Evaluations listed chronologically, with those covering more recent periods listed first. 
a While Uzbekistan had a partly satisfactory rating for development impacts, its overall rating was successful. 
Sources: Independent Evaluation Department Country Assistance Program Evaluations and Country 
Partnership Strategy Final Review Validations undertaken since 2010. 
 

48. In Papua New Guinea, cost overruns and delays reduced the actual level of 
outputs and outcomes below the original targets, resulting in shortfalls in the 
achievement of development impact targets. Also, better coordination with other 
development partners could have helped address some challenges, for instance, in the 
development of sustainable funding mechanisms for asset management in the road 
subsector.27 
 

49. In Cambodia, it was difficult to obtain a clear view of ADB’s contribution to 
development impacts due to the short implementation period, a limited set of self-
assessed and/or evaluated projects, and weaknesses in the country partnership strategy 
(CPS) results framework and CPS Final Review results framework update, particularly 
with respect to defining outcome achievements.28  
 

50. In Pakistan, project cancellations affected the amount of output and thereby 
the potential for significant outcomes and development impact. Budgetary support 
may have been used to support public services temporarily, but capacity development 
and institutional reform impacts were absent. In the transport sector, poor sector 
management (particularly at the provincial level), an unstable policy environment, and 
a non-assured funding system for maintenance contributed to low sector impacts.29 
ADB operations in Pakistan over the 2002−2012 period were affected by a difficult 
country context, with challenges stemming from a weak fiscal and governance 
position, natural disasters, a financial crisis, problematic federal–provincial–local 
government relations, and a large gap between ADB procurement and safeguards 
practices and those of the country. There were shifts in strategy and perceptions, driven 
by crises or lack of support for program conditions, which affected continuity. 
 

                                                
27 IED. 2015. Country Assistance Program Evaluation: Papua New Guinea 2001‒2014. Manila: ADB. 
28 IED. 2014. Cambodia: Country Partnership Strategy 2011‒2013 Final Review Validation. Manila: ADB. 
29 IED. 2013. Country Assistance Program Evaluation: Pakistan. Manila: ADB. 
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51. In the Maldives, efforts toward regional development of the outer islands were 
at the pilot stage. ADB’s contribution to the tsunami emergency response was below 
expectations as several subprojects were not implemented, interventions have not been 
sustainable, and a sizeable percentage of approved funds were not utilized. Also, a 
change in government priorities and the absence of commitment to reforms and 
continuity affected the creation of a deeper and more efficient finance sector.30  
 

52. In Uzbekistan, no significant sector impacts were observed relative to the 
results framework, but this was due in part to the poor design of the results framework 
rather than to flaws in the program itself. Also, a potential negative impact of ADB 
support was the risk of creating disincentives to foreign private investment. ADB’s 
status as creditor of first rank, coupled with the overall uncertainty over access to 
foreign currency, means that ADB’s public sector lending may be crowding out foreign 
private investment in Uzbekistan.31 
 

53. In Timor-Leste, ADB’s support for the road and water sectors has contributed to 
development efforts, but their impact has been less than expected. Better rural 
development programs that would have enabled economic growth in rural areas 
should have been in place.32 
 

D. Ongoing Projects Implementation Progress 

54. The percentage of ongoing operations that are on track has improved for all 
country groups in recent years, but remains notably lower for FCAS countries 
(Figure 12). About two-thirds of projects in FCAS countries were on track in 
2013−2014, compared with three-fourths of projects in Group A and B countries. The 
improving trend is in part attributable to higher achievement of contract awards and 
disbursements in 2014.33 Data on loan disbursements, contract awards, and 
cancellations are presented in Linked Document 4.  
 

Figure 12: Projects on Track, 2011–2014  

 
A = ADF-only, B = blend, C = OCR-only, FCAS = fragile and conflict affected situations. 
Note: Estimates were calculated only for those countries and years for which there was an active 
portfolio and reported data indicating percentage of projects on track, with potential problems, or 
with actual problems. 
Source: Independent Evaluation Department calculations based on data from Portfolio Management 
Indicators, Operations Services and Financial Management Department. 

                                                
30 IED. 2011. Country Assistance Program Evaluation: Maldives1978‒2010. Manila: ADB. 
31 IED. 2011. Country Assistance Program Evaluation: Uzbekistan 2002‒2009. Manila: ADB. 
32 IED. 2011. Timor-Leste: Country Strategy 2006‒2010 Final Review Validation. Manila: ADB. 
33 ADB. 2015. Annual Portfolio Performance Report 2014. Manila. 
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55. Consultations with regional organizations in the Pacific found some concern 
about absorptive capacity in the region. The ability of the smaller island states, in 
particular, to utilize development resources effectively is a challenge, given weaknesses 
in project design and implementation capacities. These limitations often lead to poorly 
performing projects, clearly indicating the need for stronger project development and 
implementation support in these weaker capacity contexts. 
 
56. There are clear differences in supervision intensity (as measured by staff days 
per project) across country groupings, with Group A and FCAS countries receiving less 
staff supervision than Group B countries (Figure 13), although projects in B countries 
tend to be larger. While the supervision intensity metric does not capture all efforts to 
monitor and manage projects,34 it does provide a general indication of relative 
supervision efforts across the different country groupings. It is already well known that 
countries with weaker capacities need greater support and more careful supervision. 
This is a common evaluation finding and was recently reconfirmed by evaluations of 
ADB operations in the Pacific (footnote 10) and of ADB’s support for enhancing 
governance.35  
 

Figure 13: Supervision Intensity, 2011−2014 

 
A = ADF-only, B = blend, C = OCR-only, FCAS = fragile and conflict affected situations. 
Note: Estimates were calculated only for those countries and years for which there was an active portfolio 
and reported data indicating number of staff days per project. 
Source: Independent Evaluation Department calculations based on data from Portfolio Management 
Indicators, Operations Services and Financial Management Department. 

57. Weaker portfolio and overall project performance in ADF and FCAS countries is 
explained in part by inadequate deployment of supervision resources where it is needed 
the most. Inadequate ADB implementation support is among the common factors for 
unsuccessful projects (para. 43). Altogether, this suggests that additional resources may 
be needed to strengthen ADB supervision in countries where achieving better results 
has been difficult. The use of development coordination officers and project facilitators 

                                                
34 Average supervision intensity refers to staff days per project on project administration missions fielded 

during the reporting period. Data on missions fielded are sourced from eOps and department submissions 
and reported by OSFMD to Management/Board every quarter. Project administration missions consist of 
country portfolio review, country project implementation and administration, loan disbursement, project 
inception, supplementary financing appraisal, special project administration, midterm review, project 
review, project completion review, and other project-specific consultations by international staff, national 
and administrative staff, and consultants from headquarters and resident missions. 

35 IED. 2014. Thematic Evaluation Study: ADB’s Support for Enhancing Governance in its Public Sector 
Operations. Manila: ADB. 
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as consultants in the smaller Pacific countries, as well as more creative and flexible use 
of technical assistance, reflects ADB’s efforts to strengthen supervision. 
 
58. The evaluation identified the highest rated ADF-financed projects completed 
over the past decade. Box 2 reviews these projects and makes the case that ADB needs 
a systematic approach to replicating and/or scaling up, where feasible, successful 
interventions. 

 
Box 2: Can the Best Performing Projects be Replicated or Scaled Up? 

 
A review of the highest rated projects supported by the ADF (either fully or in part) provides 
useful findings and implications for future opportunities.a The 88 highest rated projects, based 
on IED validations and evaluations of completed projects over 2005−2014, were most commonly 
found in the following sectors: agriculture and natural resources (24 projects), transport (12), 
multisector (12), education (10), and energy (8).  
 

A number of the projects simultaneously supported inclusive growth and environmental 
sustainability objectives. Several regional projects also rated highly: the Lao PDR and Viet Nam 
Greater Mekong Subregion East West Corridor Project, the Prevention and Control of Avian 
Influenza in Asia and the Pacific Project, and the GMS Mekong Tourism Development Project.  
 

ADB sector and thematic groups should explore which of these successful projects might feasibly 
be replicated or scaled up. Some analysis suggests that ADB and other development finance 
institutions have not adequately and systematically focused attention on this process of 
identifying, analyzing, and scaling up successful interventions.b 
 

This presents an important opportunity for ADB in future, given the sizeable sample of successful 
projects across the different sectors. 
 
ADB = Asian Development Bank, ADF = Asian Development Fund, GMS = Greater Mekong Subregion, IED = 
Independent Evaluation Department. 
a  The highest rated projects were those with highly successful overall ratings, plus those with successful 

overall ratings but with ratings in the top two tiers for relevance (highly relevant or relevant), efficiency 
(highly efficient or efficient), effectiveness (highly effective or effective), and sustainability (most likely 
sustainable or likely sustainable). 

b  For example, see: J. Linn. 2011. Scaling Up with Aid: The Institutional Dimension, in H. Kharas, K. Makino, 
and W. Jung, eds. Catalyzing Development: A New Vision for Aid. Washington: Brookings Institution Press. 

Source: Independent Evaluation Department. 
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CHAPTER 3 

The Strategic Agendas  
 
 
 
 
59. ADF X and XI operations were to align with ADB’s long-term corporate 
strategic framework adopted in 2008—Strategy 2020—which set out the three 
strategic agendas of inclusive economic growth, ESG, and regional integration. Donors 
viewed these agendas as highly relevant to the needs of ADF countries and encouraged 
ADB to prioritize support for inclusion, sustainability, and integration in the pursuit of 
the broader goal of achieving an Asia and Pacific region free of poverty.  
 

A. Inclusive Growth 

1. The Challenge 

60. As discussed in Chapter 1, available indicators present a generally positive story 
in terms of poverty reduction and inequality in most ADF countries. Both the number of 
people living below the $1.25 a day poverty line, and income inequality as measured by 
the Gini coefficient have fallen in the majority of countries for which data are available. 
Nevertheless, poverty remains widespread, with about 20% of people living below the 
$1.25 a day poverty line, compared with 15% for the region overall. Non-income 
disparities in malnutrition and gender remain widespread. Areas where progress is 
particularly slow include access to productive resources and economic opportunities 
and strengthening social protection; there are also wide deficits in education and 
health. These trends hurt social cohesion, limit participation, and threaten sustained 
growth.36  
 

2. ADF Priorities 

61. To address these challenges more effectively, donors and ADB agreed to 
intensify support for inclusive growth in ADF countries. Under ADF X, while donors and 
ADB agreed to continue the operational emphasis on infrastructure investments, they 
also recognized that inclusiveness requires that such investments need to involve not 
only large projects such as highways, power plants, and high-voltage transmission 
systems, but also to support lagging areas through rural infrastructure and promoting 
equitable access to basic services, along with opportunities for productive employment.  
 
62. ADF XI provided a more refined articulation of inclusive growth, reflecting an 
evolving understanding of the issue. It noted that rising inequality not only contributes 
to increasing development gaps within and between countries but also affects the pace 
of growth and its impact on poverty reduction. Jobless growth and barriers to services 
for women and other disadvantaged groups underpin exclusion and fragmentation. 
Attention to rural poverty, agriculture, access to financial services, and participation in 
the labor market was emphasized. 
 

                                                
36 IED. 2014. Inclusion, Resilience, Change: ADB’s Strategy 2020 at Mid-Term. Manila: ADB. 
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63. As part of the broader effort to intensify support for inclusive growth, several 
specific actions were identified for ADF XI: a sharpened focus on inclusive growth in 
CPSs; enhanced quality of assessments and strategies for promoting inclusive growth; 
and improved measurement of ADB’s contributions to inclusive growth.37 Donors In 
2014, IED endorsed similar measures in its evaluation of ADB support for inclusive 
growth, calling for stronger country diagnostic studies and better tracking of the 
performance of ADB’s inclusive growth interventions, among other recommendations.38 
 
64. Strategy 2020’s inclusive growth framework is built on three pillars: (i) high, 
sustainable growth that creates and expands economic opportunities (pillar 1); 
(ii) broader access to these opportunities to ensure that all segments of the population 
can participate in and benefit from economic growth by improving human capacities 
through investments in education, health, and basic social protection, as well as 
enhancing the poor’s access to markets and productive assets (pillar 2); and (iii) social 
safety nets to prevent extreme deprivation (pillar 3). 
 

3. Evaluation Findings 

65. Sharpening inclusive growth focus and diagnostic studies in CPSs. Attention to 
inclusive growth has increased in recent CPSs compared to earlier ones, although it is 
not always identified as an explicit development objective, and results frameworks and 
major sector programs in some CPSs do not articulate how they will support a more 
inclusive pattern of growth or monitor outcomes at the country level. Moreover, 
attention to the third pillar of social protection is generally limited.  
 
66. Some examples of how major programs provide limited articulation on how 
they will support inclusion follow: 
 

(i) Finance sector: the sector assessment did not clearly articulate how 
support to the finance sector would broaden the poor’s access to 
economic opportunities.39 

(ii) Energy sector: the sector assessment contained no discussion on how 
rural energy access will be maintained when household’s capacity to 
sustain grid connectivity will be constrained by high rural poverty and 
limited employment opportunities.40  

(iii) Road and water: the CPS sought to improve road and water transport 
systems but it was not clear how these systems would connect 
economic areas to rural communities; similarly, the CPS did not provide 
details on how this infrastructure was expected to facilitate delivery of 
basic services.41 

(iv) Regional program and approach: the results framework for the regional 
program identified an improved enabling environment for private 
investment and enterprise development as the intended outcome for 
inclusive growth, with (a) the rating for business regulatory 
environment, and (b) the number of public-private partnerships (PPPs) 
established as the outcome indicators; the results framework makes no 

                                                
37 ADB. 2012. Asian Development Fund XI Donors Report: Empowering Asia’s Most Vulnerable. Manila. 
38 IED. 2014. Thematic Evaluation Study: ADB’s Support for Inclusive Growth. Manila: ADB. 
39 ADB. 2012. Interim Country Partnership Strategy: Bhutan, 2012–2013. Manila. 
40 ADB. 2014. Country Partnership Strategy: Bhutan, 2014–2018. Manila. 
41 ADB. 2009. Country Partnership Strategy: Solomon Islands, 2009–2011. Manila. 
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reference to lower-income groups, women, or lagging areas, and how 
they might benefit from the program.42 

 
67. Inclusive growth and poverty diagnostic studies need to be more systematically 
prepared and feed into the development of country and sector strategies. Thorough 
diagnostic analyses are essential to developing effective interventions. This 
“knowledge-first, finance follows” approach, as referred to by ADB’s Southeast Asia 
Department, is an effective way to mainstream knowledge work into country 
programming and project cycles.43 ADB has commissioned poverty and inclusive growth 
studies in some ADF countries—for example in Cambodia, Kyrgyz Republic, and Lao 
PDR—but a more systematic, knowledge-first approach is now needed across the entire 
institution. All CPSs include a poverty analysis (summary) as a short linked document. 
These analyses draw on ADB’s own commissioned studies (where they have been 
undertaken) and usually reference government development plans or poverty-related 
studies as well as those undertaken by other development partners, such as the World 
Bank. As inclusive growth constraints and opportunities are highly context-specific, 
diagnostic studies in advance of CPSs are needed in order to sharpen country and 
sector program designs to maximize their impact on inclusive growth. 
 
68. In 2013, ADB issued inclusive growth operational guidelines that present a 
more refined framework and clarify guidance for staff on building an inclusive growth 
focus into CPSs. These guidelines do not suggest how much emphasis is to be given to 
each of the three indicators and the operations to which they refer, but state that 
progress on all three pillars is required for growth to be classified as inclusive, even 
while support will have to be selective, in line with its established priorities and 
resource base.44 Recognizing the need to further strengthen inclusive growth diagnostic 
studies in CPSs, ADB revised the guidelines in 2015, emphasizing the need to analyze 
differentiated access of lagging areas and regions to infrastructure projects and basic 
services, and the importance of analyzing key obstacles to inclusive growth in specific 
country contexts.  
 
69. Poverty and inclusive growth analytics and strategies rely critically on the 
quality and depth of governments’ plans and the availability of relevant data. But in 
many ADF countries, data are limited, including administrative data and those collected 
from household surveys. This problem is especially pervasive in the Pacific, where 
national statistics offices remain critically weak and important data collection exercises 
such as household income and expenditure surveys are not consistently undertaken. 
Dedicated resources and efforts are required to address this, including possibly more 
involvement by departments such as ADB’s Economic Research and Regional 
Cooperation Department. 
 
70. Improved measurement of ADB’s contributions to inclusive growth. Progress is 
being made on this priority. In 2012, ADB added new inclusive growth indicators to the 
results framework, including three new indicators at level 3 to monitor the proportion 
of ADB operations supporting the three pillars of inclusive growth. 45 In 2014, ADB also 

                                                
42 ADB. 2009. ADB’s Pacific Approach: 2010–2014. Manila. 
43 ADB. 2012. Knowledge First: Progressing Knowledge Management in the Southeast Asia Department 

2010–2011. Manila. 
44 ADB. 2013. Guidelines on Inclusive Economic Growth in the Country Partnership Strategy. Manila. 
45 The ADB corporate results framework covers ADB operations, as well as the subset of operations supported 

by the ADF. The results framework has four levels. Level 1 tracks development progress in Asia and the 
Pacific to monitor the continued relevance of Strategy 2020. It does not assess ADB performance as it 
reflects collective development efforts and results. Levels 2–4 measure ADB’s performance in executing 
Strategy 2020. Level 2 focuses on ADB’s contribution to development results through the delivery of 
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revised its project classification system (PCS)46 and added inclusive growth as a new 
strategic agenda marker, allowing for a classification of projects along the three pillars. 
These changes have enabled ADB to automate the classification of all projects into the 
three pillars, and therefore estimate the relative shares of projects devoted to each 
pillar. The presumption underlying this process is that all of ADB’s operations support 
one or more of the three pillars.47 Based on the 2014 Development Effectiveness 

Review,48 ADF financing for pillar 1 increased from 44% to 49% from 2011−2013 to 
2012−2014. For pillar 2 it decreased slightly from 48% to 47%, and for pillar 3 it 
decreased from 12% to 9%.49 The 2014 review flagged the decline in ADF support for 
social protection as a concern and also indicated (from a quality-at-entry perspective) 
that, while recent CPSs give satisfactory attention to the first two pillars, some 
strategies paid too little attention to the third pillar. 
 
71. While all three pillars are necessary to develop a portfolio for greater inclusion, 
it cannot be assumed that so long as projects fall under any of the three pillars, they 
will automatically help promote inclusive growth. Projects expanding economic 
opportunities may not help inclusive growth if the upper strata benefit 
disproportionally, even when they are located in lagging areas. Inclusive growth 
depends crucially on project design, quality at entry, implementation and other factors 
that maximize for each project the opportunities for the poor to benefit. Building on its 
improved classification system, ADB needs to focus more effort on ensuring that its 
portfolio of projects, programs, and partnerships in each country work together to 
support greater inclusion. This, again, requires diagnostic studies in advance of CPSs in 
order to maximize the effectiveness of programs and interventions.  
 
72. Planned support and allocation of resources in recent CPSs. A review of CPSs 
for all 29 ADF countries was undertaken to identify their planned allocation of 
resources across sectors, as indicated in their results frameworks. Planned support is 
geared heavily toward transport, energy, and water supply and other municipal 
infrastructure, with about three-fourths of resources directed toward infrastructure 
investments in these sectors. Meanwhile, the total planned allocation for agriculture is 
6%, while for education it is 10% and for health it is 0.4%. With transport-, energy-, 
and water-related infrastructure dominating ADF country planned allocations, ADB 
needs to make extra efforts to ensure these sector programs are as inclusive as they can 
be. This will require better diagnostic studies to sharpen the inclusive designs and 
impacts of these sector programs, and complementary links between these and other 
ADB sector programs, as well as those provided by government and other development 
partners. 
 
73. Findings from country missions. How ADB is operationalizing its inclusive 
growth agenda in country programs was a key topic of discussion during country 

                                                                                                                                
results by recently completed operations. Level 3 tracks ADB’s operational management of new and 
ongoing operations. Level 4 examines ADB’s performance in managing its internal resources and processes 
to support its operations effectively. The performance against the indicators in the results framework is 
reported annually in ADB’s development effectiveness review (ADB. 2014. ADB’s Results Framework: 
Interim Update to Align with the Midterm Review of Strategy 2020. Manila). 

46 ADB. 2014. Project Classification System Staff Instructions. Manila. 
47 This is based on project design details at entry. An algorithm assigns a project to one of the three pillars 

depending on their sector and subsector tags and other information, such as rural status. A project that 
qualifies for both pillars 1 and 2 will be classified as a pillar 2 intervention. 

48 The sum of the relative shares can add up to more than 100% since ADB allows for a single project to be 
counted as contributing to both pillar 3 and one of the other two pillars (ADB. 2015. ADB Development 
Effectiveness Review 2014. Manila). 

49 By number of ADF operations, pillar 1 grew (43% to 44%), pillar 2 was unchanged (55% to 55%), and 
pillar 3 declined (7.7% to 7.3%). 
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missions. As expected, these discussions covered a wide range of perspectives, 
although several common themes emerged. While inclusive growth is recognized as a 
priority, exactly how ADB goes about pursuing this agenda—and in particular what it 
has been doing differently in recent years to intensify support for inclusive growth—
was often difficult to discern. This was especially the case in countries where the 
composition of ADB’s portfolio has not fundamentally changed in the past decade. 
Mission teams found a tendency among counterparts, both in resident missions and in 
government, to presume that all interventions supported by ADB naturally or eventually 
benefit the poor. Where and how ADB supports inclusive growth was relatively easier 
to identify in those countries where it has (i) actively supported programs in lagging 
areas and tried to address disparities, including those stemming from conflict, 
(ii) embedded inclusion-focused components into major programs to assure some 
benefits accrue to lower-income groups, or (iii) supported the social sectors over a long 
period of time. Examples of how the inclusive growth agenda is playing out across 
different country contexts follow. 
 
74. In Lao PDR, the government and ADB have grown increasingly concerned over 
how large regional infrastructure projects can generate better benefits for the 
population, especially lower-income segments. Transport corridors have been 
reconceptualized as economic corridors, with twinning of large interregional 
infrastructure investments with local development activities along their trajectories, 
mainly in the form of agricultural and rural development (smaller-scale) infrastructure 
and small town water supply and sanitation projects. Sustainable tourism activities and 
biodiversity corridors support have supported local development and thus helped to 
promote inclusion. ADB continues to support education, although the focus is shifting 
to secondary and technical and vocational education and training. Support to micro, 
small, and medium-sized enterprises also aims to promote inclusion, although the 
extent to which this is occurring is not yet clear. 
 
75. In Bangladesh, ADB operations have long supported inclusion through social 
sector interventions, as well as through some core infrastructure operations that aim to 
benefit the poor, although the extent to which these projects are doing this is not 
always evident. Resident mission staff said that, while some projects have brought 
significant benefits to the poor, ADB does not document this sufficiently and is 
therefore unable to tell its story well. Several ADB staff acknowledged that the 
government’s strong focus on inclusive development has been the key catalyst for 
ADB’s support for inclusion. While all government and development partner 
counterparts view ADB’s support positively, arguing that much of what ADB does 
supports inclusive growth, there was also recognition that more can be done to ensure 
that major programs and projects benefit poor and disadvantaged areas and 
communities more directly and meaningfully. In other words, it should not be 
presumed that projects or programs will naturally benefit the poor—instead, a special 
effort is needed to build-in inclusive elements deliberately.  
 
76. In Nepal, inequality and the structural exclusion of segments of society in the 
development process were commonly identified as root causes of the decade-long 
armed conflict (1996–2006). In response, from 2005 onwards, the country strategies 
have aimed to support greater economic and social inclusion, both through sector 
operations and the selection of drivers of change. This focus has been complemented 
by the application of a conflict-sensitive approach to development for the past 5 years, 
in particular through the use of a peace building tool. 
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77. In Sri Lanka, ADB’s support for inclusive growth has been influenced by nearly 
3 decades of civil conflict, which resulted in the gradual exclusion of the north and 
eastern provinces of the country from the formal economy. ADB support for conflict-
affected areas started well before peace was declared. This support included a mix of 
national level projects, for example in energy, water, and education, together with 
community-driven development programs in the north and east as well as those areas 
affected by the 2004 Indian Ocean tsunami. ADB support to Sri Lanka has accelerated 
since peace was declared in 2009 but the share of relief and rehabilitation (community-
driven programs) has declined. ADB has shifted its support to nationally driven 
programs in water, energy, transport and education. While Sri Lanka has never been 
identified as an FCAS by ADB, in a post-conflict setting such a shift may dilute the 
inclusive approach ADB had previously adopted. However, the overall objective of 
reducing regional disparities, through investment in service delivery in the lagging 
regions, has remained unchanged across several CPSs, in line with government’s 
development program.  

 
78. In the Kyrgyz Republic, ADB’s inclusive growth approach emphasizes growth 
and access, through addressing key constraints to economic growth, improving the 
investment climate, and reducing disparities in access to economic opportunities. 
Support for technical and vocational education and training, women’s 
entrepreneurship, and water supply and sanitation also have inclusive elements. 
 
79. In Tajikistan, inclusive growth features less prominently than the other strategic 
agendas of ESG and regional integration. Interviewed stakeholders outside government 
referred to income and non-income inequality, in particular in terms of the rural–urban 
divide, as an important issue. As discussed in Chapter 1, Tajikistan is one of a handful 
of ADF countries where income inequality appears to have worsened. 
 
80. Intensifying support for inclusive growth: an overall assessment. Alongside 
some positive developments, there are some critical areas where more effort is needed 
if ADB is to make good on its commitment to intensify support for inclusive growth in 
ADF countries. While recent CPSs reflect greater attention to inclusive growth, and 
while ADB has improved staff guidance and its process of categorizing projects into the 
three-pillar framework, major sector programs within CPSs do not consistently 
articulate how they will support a more inclusive pattern of growth. Attention to the 
third pillar of social protection has also been limited in CPSs. Diagnostic studies for 
inclusion and poverty in CPSs also need more systematic improvement, and (as 
discussed in Chapter 2) while ADF resources are concentrated in the major 
infrastructure sectors, the share of infrastructure projects that benefit lagging areas has 
been highly variable. Moreover (as also discussed in Chapter 2), certain subsectors that 
ADF operations had supported in the past and which delivered more direct support to 
poor and vulnerable groups—such as early childhood development, fisheries, livestock, 
forestry, and slum upgrading and housing— are now receiving little or no ADF support. 
 

4. Opportunities for ADF 12 and Beyond 

81. ADB needs to address some key issues if it is to make a meaningful contribution 
to inclusive growth in ADF countries. The guidelines for strengthening inclusive growth 
analytics in CPSs are useful and should be applied consistently to improve future CPSs, 
especially the design of major sector programs where the bulk of resources are 
directed. The recently revised guidelines for CPS results frameworks, issued by ADB in 
September 2015, should provide further guidance toward this end.50 Other guidance 

                                                
50 ADB. 2015. Revised Guidelines for Country Partnership Strategy Results Frameworks. Manila. 
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documents, such as the Framework of Inclusive Growth Indicators, which consolidates 
quantitative indicators for monitoring inclusive growth trends and patterns in 
countries, can complement these guidelines.51 Moreover, through the MTR process 
(footnote 13) ADB has pledged to continue strengthening the inclusive growth focus in 
CPSs.  
 

82. While better categorizing of projects along the three pillars has helped identify 
where resources are going, it cannot be assumed that all interventions will 
automatically support inclusion. A critical challenge for ADB is to design country 
programs that are likely to impact on areas such as access of the poor to infrastructure 
benefits and jobs, poverty reduction, and access of the poor to social services. A related 
challenge is to measure the impacts of these operations more accurately. 
  
83. ADB’s interventions in each of the three pillars need to be formulated with 
attention being paid to lower-income groups to foster inclusive growth. For instance, 
highways should be designed to provide alternate access for local communities. If this 
is accompanied by support for local economic development and public transit along 
the highway corridor, it is likely to yield more inclusive results. Closer monitoring of 
how the features of ADF operations that help inclusion are implemented will be 
important. 
 
84. While all three pillars of ADB’s inclusive growth framework should aim to 
maximize inclusion, ADB’s portfolio in each country should strive to strike an 
appropriate mix of support among the three pillars, taking into account the country 
circumstances, governments’ plans and programs, and support from other 
development partners. Moreover, and importantly, economic growth remains essential 
for poverty reduction, but its composition and effects on poverty and inequality differ 
across countries. Thus, the key constraints on and opportunities for an inclusive pattern 
of growth—one that especially includes lower-income groups in the growth process—
need to be well understood by ADB. This knowledge is particularly important for 
country dialogue and at the design stage of country strategies, major sector programs, 
and interventions across the three pillars. The only way of attaining this knowledge is 
through systematic diagnostic studies, drawing on household surveys and other data 
sources. In countries where neither the government nor development partners are 
undertaking this work, ADB may want to take the initiative to see that it is done. 

 
85. Inequality or non-inclusive growth is a greater challenge in some ADF countries 
than in others. Where inequality is greatest, or where it has increased most, ADB may 
want to step up its support for efforts to address the key constraints and pursue the 
key opportunities for inclusive growth. 
 
86. Countries in Asia and the Pacific underinvest in the third pillar of social 
protection, including safety net programs. This was documented in the 2012 IED 
evaluation on social protection52 and is well recognized in ADB’s 2013 Social Protection 
Operational Plan.53 This requires ADB to focus more attention and resources on social 
protection interventions, again perhaps focusing on those countries or regions where 
social protection and safety nets are most limited. Building stronger safety nets is also a 
critical part of food security. Food insecurity remains a concern for many ADF countries. 
Safety nets and other interventions that directly target households or individuals are 

                                                
51 ADB. 2014. Framework of Inclusive Growth Indicators 2014: Key Indicators for Asia and the Pacific Special 

Supplement. Manila. 
52 IED. 2012. Special Evaluation Study: ADB’s Social Protection Strategy 2001. Manila: ADB. 
53 ADB. 2013. Social Protection Operational Plan 2014−2020. Manila.  
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necessary to address demand-side constraints and restore people’s purchasing power 
amid food and fuel price hikes. 

87. Finally, it would pay for ADB to further mainstream its inclusive growth focus 
across other strategic and operational areas. For example, the links between inclusive 
growth and ESG can be strengthened. ADB’s recent effort to promote more inclusive 
business is another example. Box 3 provides an additional discussion on 
operationalizing inclusive growth. 

 
Box 3: Operationalizing Inclusive Growth: Towards a Common Understanding 

 
Since adopting inclusive growth as a strategic agenda under Strategy 2020 in 2008, ADB has 
continued to clarify the agenda and its analytic and operational application. The Independent 
Evaluation Department has contributed analytic and evaluative inputs. Over time some important 
points of consensus have been reached in terms of how best to operationalize inclusive growth. 
 

There is a common understanding that ADB’s inclusive growth agenda must be tailored to country 
needs, and that stronger inclusive growth diagnostic studies are needed in country partnership 
strategies. It is also generally agreed that inclusion ought to be viewed from a portfolio perspective 
rather than project by project. Adequate support across the three pillars is essential to foster 
inclusive growth. Country portfolios implemented through projects and programs, taken together, 
must tip the needle in favor of greater inclusion. Nevertheless, not every project on its own need to 
reflect inclusion. 

 

While ADB has often taken the view that, so long as projects fall under any of the three pillars, they 
automatically help to promote inclusive growth, it is clear that inclusive growth is not necessarily 
promoted just by a process of ex ante classification of projects and programs.  
 

Inclusion can and should be pursued in infrastructure projects whether they are in pillar 1 or 2. 
To do this, a conscious effort is needed to identify such opportunities, while developing and 
discussing infrastructure projects with clients so that economic opportunities are better shared by 
lower-income groups. Pillar 2 projects on access to opportunities need to be designed such that 
they directly impact lower-income groups. To do this, ADB must assess the distribution of 
opportunities, and address disparities across socioeconomic and demographic groups. There is also 
agreement that well-targeted projects under pillar 3 on safety nets play a pivotal role in ensuring 
these interventions are more inclusive.  

 

Finally, all can agree that greater inclusion is not an agenda ADB can pursue on its own. 
The institution can synergize its interventions with those of governments and other development 
partners to maximize development impacts.  
 
ADB = Asian Development Bank. 
Source: Independent Evaluation Department. 

 

B. Environmentally Sustainable Growth 

1. The Challenge 

88. ADB’s Environment Operational Directions, issued in 2013, placed the main ESG 
challenges faced by its countries in five interacting categories: (i) climate change; 
(ii) food, energy, and water security; (iii) rapid urbanization and industrialization; 
(iv) natural resource degradation and loss of biological diversity and ecosystem services; 
and (v) environmental governance.54 Some of these challenges have a different weight 
and/or emphasis in Group A and Group B countries—for example, in Group A and 
Group B countries climate change adaptation receives greater attention than mitigation 

                                                
54 ADB. 2013. Environment Operational Directions. Manila. 
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when compared with larger countries such as the People's Republic of China (PRC) and 
India.  
 
89. ADF countries are extremely diverse, which affects the nature and scale of their 
environmental sustainability priorities. The diversity among ADF countries is clearly 
manifested in terms of sharp differences in their territorial, demographic, and 
economic sizes and prosperity. Urbanization is very uneven. Cambodia, Nepal, Papua 
New Guinea, Sri Lanka, and some of the Pacific island states (e.g., Solomon Islands, 
Tonga, and Vanuatu) have a quarter or less of their populations in towns and cities. 
Other ADF countries (e.g., Armenia, Mongolia, Marshall Islands, Palau, and Tuvalu) are 
now more than 50% urban. 
 
90. Basic environmental indicators and environmental sustainability concerns also 
vary. The area under forest cover ranges from very low, e.g., 2% in Afghanistan and 
Pakistan, to over two-thirds of the land area, e.g., in Bhutan, Lao PDR, and several 
Pacific countries. Annual average deforestation rates between 2000 and 2010 were 
likewise quite different, from net decreases in forest loss (i.e., net afforestation) in 
Bhutan, Kyrgyz Republic, Palau, Uzbekistan, and Viet Nam to comparatively high rates 
of forest loss in Armenia, Cambodia, Myanmar, Pakistan, and Timor-Leste. Poor urban 
air quality is a significant problem in numerous countries, particularly Bangladesh, 
Cambodia, Nepal, Pakistan, and Viet Nam. Contributions to global greenhouse gas 
(GHG) emissions among ADF countries were highest in Pakistan, Uzbekistan, and Viet 
Nam, even though they were small in relative terms. The largest ADF emitter (Pakistan) 
accounted for just 0.7% of global emissions in 2010, compared with 22.7% by the PRC 
and 5.7% by India.  
 
91. Many ADF countries are especially vulnerable to the adverse effects of climate 
change55 and, increasingly, to natural disasters caused by extreme weather events,56 
which are likely to become even more frequent and intense in the future. Water stress 
is a major issue in Pakistan and to a lesser extent in Bangladesh and Uzbekistan, and 
particular areas in other ADF countries. Child mortality rates, which often reflect poor 
sanitation, are still comparatively high in Afghanistan, Lao PDR, and Pakistan. Fewer 
than half of all ADF countries are on track to meet the MDG for access to safe drinking 
water and only eight are expected to meet the MDG for basic sanitation. Meanwhile, 
urban congestion is becoming rampant in many ADF countries. 
 

2. ADF ESG Priorities 

92. Strategy 2020’s ESG agenda was to be supported under ADF X and XI. Strategy 
2020 concluded that rapid economic growth is putting severe strains on the 
environment and that, unless ADB approaches were altered to address pollution, the 
destruction of natural resources, and environmental degradation (including climate 
change) more effectively, the region’s prospects for strong, continuous economic 
progress would be in jeopardy.57 Strategy 2020 emphasized three ESG-related areas:  

                                                
55 The Notre Dame (ND-Gain) Index of Country Vulnerability to Climate Change (South Bend, Indiana, 2014) 

of 180 countries lists the Solomon Islands (179th) and Afghanistan (171th) as among the ten most 
vulnerable in the world and Papua New Guinea, Timor-Leste and Vanuatu among the top 30, with 
Lao PDR, Bangladesh, Cambodia, Bhutan, Myanmar, Tonga, and Nepal not far behind.  

56 IED’s evaluation on natural disasters affirmed that, while the region generated 25% of the world’s gross 
domestic product between 1980 and 2009, it suffered 38% of economic losses from natural disasters and 
that hydro-meteorological events, which have increased significantly in recent years, have been responsible 
for the bulk of these losses (IED. 2012. Special Evaluation Study: ADB’s Response to Natural Disasters and 
Disaster Risks. Manila: ADB). 

57 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank. Manila. 
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(i) climate change (ADB would assist countries to move their economies onto a low-
carbon growth path and support climate resilient development [climate adaptation]); 
(ii) livable cities (ADB would support countries to reduce their carbon footprints and 
help them address environmental problems resulting from rapid urbanization); and 
(iii) complementary actions (ADB would help countries: mainstream environmental 
considerations into country policies and strengthen legal, regulatory, and enforcement 
capacities of public institutions with respect to environmental concerns; and support 
regional cooperation to provide effective approaches on shared environmental public 
goods).  
 
93. ADF X operations would help governments integrate environmental 
considerations into their development planning and programs, support subregional 
environment programs, and incorporate measures to support climate change 
mitigation and adaptation.58 For ADF XI, climate change, especially adaptation, and 
increased vulnerability to natural disasters, water scarcity, unplanned and unsustainable 
urbanization, pollution, and loss of forest cover and biodiversity were the priorities.59 
ADF countries need help to address these issues in the form of investments in 
sustainable infrastructure, ecosystem management, and enhanced environmental 
governance, including improved compliance and enforcement. ADB was to enhance 
support for projects with environmental sustainability as a theme and continue to 
address climate change as a priority. ADF operations with ESG as a theme were 
expected to account for at least 50% of the ADF XI operational program, while at least 
40% of the projects were to address climate change, with more than half doing so 
through adaptation measures. 
 

3. Evaluation Findings 

94. ESG concerns are increasingly integrated and reflected in ADB thematic and 
sector strategies and operational plans. Given ADB’s traditional concentration on 
lending for infrastructure, the strategies for energy, transport, and water supply and 
sanitation are of particular interest, but the ones on climate change, urban 
development, DRM, agriculture and natural resources, and health are also of relevance. 
IED’s examination of the most recent versions of all of these thematic and sectoral 
strategies reveals that they are generally consistent in terms of ADB’s key areas and 
mechanisms of support in pursuit of ESG as set out in Strategy 2020. The mandate to 
address climate change is present in virtually all of them, and the Urban Development 
Operational Plan also refers to—and elaborates on—the concept of livable cities.60 Most 
of these documents do not differentiate between ADF and non-ADF countries, 
presumably because they apply equally to both. Climate change mitigation and the 
environmental management problems associated with megacities, however, are clearly 
more relevant for larger OCR countries, especially the PRC, India, and Indonesia, than 
for the smaller and less industrialized ADF countries, while the needs to strengthen 
resilience to climate change applies to all, but may be greatest among ADF countries.  
 
95. The Environment Operational Directions, issued in 2013, no longer include an 
explicit reference to livable cities as a key priority, instead subordinating sustainable 
urban development, together with clean energy, sustainable transport, and sustainable 
water management, under the overall heading of promoting a shift to sustainable 
infrastructure. However, it adds investing in natural capital, which was not specifically 
identified as a priority in Strategy 2020 and elevates strengthening environmental 

                                                
58 ADB. 2008. ADF X Donors’ Report: Towards an Asia and Pacific Region Free of Poverty. Manila. 
59 ADB. 2012. ADF XI Donors’ Report: Empowering Asia’s Most Vulnerable. Manila. 
60 ADB. 2013. Urban Operational Plan, 2012–2020. Manila. 
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governance and management capacity to the list of ADB directions in relation to ESG—
that is also now identified as green growth.61 The Environment Operational Directions 
also retains responding to climate change as a priority and characterizes it as an 
imperative that cuts across each of the other three.62 Despite the rhetorical move away 
from livable cities in the Environment Operational Directions, several recent ADB 
investment projects, including in Lao PDR and Viet Nam, proactively seek to promote 
greater urban livability by integrating environmental, including the integration of 
climate change, concerns in urban planning and management together with more 
traditional infrastructure investments.63  
 
96. The incorporation of ESG concerns and actions into CPSs is also a way of 
demonstrating their integration into core ADB activities. According to the October 2010 
strategic directions paper for the promotion of climate change mitigation and 
adaptation in ADF countries, all CPSs undertaken as of that date had highlighted 
climate change issues, with these challenges receiving particular attention in country 
strategies in Bangladesh, Nepal, Tajikistan, Viet Nam, and the Pacific islands.64  
 
97. The review of CPSs for the ADF countries in which the team undertook field 
visits as part of the present evaluation generally confirmed this finding, although there 
were differences in emphasis across the various countries and many instances where 
the phrase environmentally sustainable growth per se was not used. Thus, based on the 
sample of CPSs reviewed, ADB’s commitment to increasingly promote ESG is evident in 
most of its recent country strategies, even though treatment of this priority is often not 
specifically listed under this heading. What matters most, however, is the extent to 
which and how these various strategies, plans, and good intentions are translated into 
concrete actions and reflected in ADB’s evolving portfolio and pipeline. 
 
98. An analysis of the evolution of ADB’s portfolio over the past decade reveals 
that, in general, ADB is moving in a positive direction in many ADF countries with 
respect to its declared ESG priorities, especially by helping countries to strengthen their 
efforts to deal with climate change. Both the number of projects and committed 
amounts in projects classified by team leaders as being of relevance in terms of ESG 
have increased over the past decade.65 
 
99. Figure 14 shows the evolution of ESG-related ADF operations over this period. 
In terms of numbers, the share of ESG-tagged projects rose from 12% in 2005 to 60% 
in 2014. Thus, ADB is presently on track to achieve its 50% target for ADF XI, although 
it is less clear whether it will be able to meet the 40% target in relation to climate 
change operations, as these are not always clearly identified as such in the ESG 
subthemes. The revised project classification system (PCS, footnote 46), which includes 
stand-alone tags for climate change risk, and adaptation and mitigation investment, 

                                                
61 Overall, green growth is about coordinating environmental protection and economic growth, while 

reducing poverty and ensuring equitable outcomes in terms of human well-being. 
62 ADB. 2013. Environment Operations Directions. Manila. pp 4–13. 
63 See, for example, ADB. 2011. Viet Nam: Comprehensive Socio-Economic Urban Development Project in Viet 

Tri, Hung Yen, and Dong Dang. Manila; and ADB. 2012. Lao PDR: Pakse Urban Environmental Improvement 
Project. Manila. 

64 ADB. 2010 Strategic Directions of Asian Development Fund Operations for Promoting Climate Change 
Mitigation and Adaptation. Manila. Executive Summary. 

65 It should be noted, however, that there is no overall quality assurance process in ADB to ensure that 
projects so identified by team leaders are, in fact, fully or largely intended to promote environmental 
sustainability as well as economic growth, and, in some cases—e.g., road network improvement, energy 
transmission and distribution (unless the associated generation sources are clean ones), and public sector 
financial management projects—this can be questioned. 
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will help to improve the tracking of climate change operations in future. This 
notwithstanding, ADF commitments as a share of all ADB commitments (i.e., ADF and 
OCR) identified as being for ESG have also progressively increased over the past 10 
years, from 15% of the total, on average, between 2005–2008, to 28% in 2013–2014. 
 

Figure 14: ADF Loan and Grant Approvals with ESG Theme, 2005–2014 

 
ADF = Asian Development Fund, ESG = environmentally sustainable growth. 
Source: Independent Evaluation Department. 
 
100. While the increased numbers of projects tagged as promoting ESG is a positive 
sign, this should be viewed with some caution as ESG thematic tagging has been 
inconsistent over time. For example, the increase in tagging of ESG projects recorded in 
2009 coincided with the increased prominence given to ESG in Strategy 2020. 
However, the 2009 project classification review found that projects approved during 
2004–2005 showed underreporting of certain themes, including ESG, so the actual 
increase may not have been as dramatic as Figure 14 suggests.  
 
101. Based on the evaluation’s country missions, moreover, resident mission staff 
and country partners often did not perceive a significant shift in the portfolio. Although 
greater ESG tagging of project documents is taking place, the primary subsectors (e.g., 
road transport) supported remain the same. As such, this shift was not always clearly 
apparent to ADB staff or government officials at the country level. In the major sectors, 
moreover, the tagging system has lacked the refinement to permit detailed assessment 
of how the portfolio is evolving from an ESG perspective. 
 
102. A review of subsectors provides some understanding on the progress to date 
which, while positive overall, has been uneven across sectors, departments, and 
countries. This is illustrated in ADB’s energy and transport sector operations. The shift 
to more environmentally sustainable projects is advancing in energy with a decline in 
support for conventional energy and an increase in the development of renewable 
sources (i.e., solar, wind and mini-hydro), together with energy efficiency (Figure 15). 
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Figure 15: Share of ADF Loan and Grant Approvals in Energy and Transport Subsectors,  
2003–2008 and 2009–2014 (by volume) 

              
ADF = Asian Development Fund, ICT = information and communication technology. 
Note: The following energy and transport subsectors are not included here: energy utility services; pipelines; 
renewable energy—wind, biomass and waste, geothermal; oil and gas transmission and distribution; 
information and communication technology; transport management and policies; multimodal logistics; and 
urban roads and traffic management. 
Source: Independent Evaluation Department. 
 

103. The shift in transport has been slower. The number of sustainable urban 
transport projects has increased in recent years, but there has been no increase in rail 
and water transport, while roads continue to predominate in the transport portfolio. 
Many of these projects in the roads subsector are increasingly being tagged as ESG. 
As ESG has grown in prominence, ADB is increasingly tagging subsectors not 
traditionally considered environmental. For roads, this can be largely explained by 
increased climate risk assessments and greater climate-proofing of project design to 
improve drainage and make them more resilient to increases in severe flooding, 
especially in low-lying and coastal areas, which is a step in the positive direction, but 
does not in and of itself represent a shift to lower GHG-emitting modes of transport.  
 
104. ESG tagging is also significant in investments in water supply and other 
municipal infrastructure and services and agriculture and natural resources sectors. 
A recent IED evaluation which examined completed urban water supply and sanitation 
operations, however, would have liked a more rigorous evaluation of the 
environmental sustainability of water supply projects. Although concerns about water 
cut across sectors such as agriculture and industry, when they are considering water 
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investments only a few countries do in-depth studies on environmental conditions.66 

For its part, ADB is now implementing water sector assessments in countries as 
recommended in the Water Operational Plan 2011–2020.67 ADF agriculture and natural 
resource sector projects, in turn, have tended to focus largely on irrigation and 
drainage, although there is also an increasing focus on adapting agricultural 
production to climate change, at least in those ADF countries such as Cambodia that 
are beneficiaries of grant funding from the Pilot Program for Climate Resilience. 
Forestry and fisheries, however, have largely disappeared from the portfolio.  
 
105. Greater support is needed in key areas, including for biodiversity conservation 
(including protected areas), promoting sustainable natural resource management more 
generally—especially in the forestry and fisheries subsectors, but also with respect to 
land degradation, integrated water resource (including river basin) management, and 
coastal and marine management—and sustainable urban development, especially for 
reducing urban air pollution.68 Based on the portfolio review of TA operations for this 
evaluation, general capacity building and institutional support for improved 
environmental governance also seem to be largely lacking with the exception of 
safeguard specialists in some country offices69 and in the Greater Mekong Subregion 
(GMS) due to the activities of the Bangkok-based Core Environment Program.70 
 
106. More positively, ADB is gaining experience and introducing innovative project 
approaches in support of ESG and there appears to be genuine interest in these 
initiatives. Efforts are being made to learn from and to replicate them through the new 
thematic and sector working groups (e.g., on urban concerns). Positive examples were 
found related to urban environmental management, protection of biodiversity 
corridors, renewable energy, and urban transport. Useful guidance documents with 
respect to ESG concerns have also been produced by ADB, especially with respect to 
climate change adaptation. These include how to make infrastructure and agriculture 
investments more climate-resilient, and to promote sustainable urban transport and 
green cities.71  
 
107. Helping countries to improve their access to external concessional funding 
sources, such as the Global Environmental Facility (GEF) and the Climate Investment 
Funds (CIFs), especially the Pilot Program for Climate Resilience, has helped to integrate 
climate change adaptation and other environmental concerns into project design. 
However, use of these resources has been concentrated in relatively few ADF countries, 
especially Bangladesh and Cambodia, and the more innovative environmental project 

                                                
66 IED. 2015. Annual Evaluation Review 2015. Manila: ADB. 
67 ADB. 2011. Water Operational Plan 2011–2020. Manila. 
68 The Coral Triangle Initiative, which involves both OCR (Indonesia, Malaysia, and the Philippines) and ADF 

(Papua New Guinea, Solomon Islands, and Timor-Leste), with substantial Global Environmental Facility 
(GEF) support, is an exception. 

69 See also: IED. 2014. Corporate Evaluation Study: Safeguards Operational Review: ADB Processes, Portfolio, 
Country Systems, and Financial Intermediaries. Manila: ADB. 

70 Anchored in the ADB’s GMS Economic Cooperation Program, the Core Environment Program, which is 
overseen by the environment ministers of the six GMS countries (Cambodia, PRC, Lao PDR, Myanmar, 
Thailand, and Viet Nam), implemented by the ADB-administered Environment Operations Center, promotes 
regional cooperation and capacity building to improve development planning, safeguards, biodiversity 
conservation, and resilience to climate change. 

71 See, for example, the set of guidance documents (including on sectoral climate proofing) and project case 
studies prepared by the Regional and Sustainable Development Department under the heading of Building 
Resilience to Climate Change – Adaptation Technical Resources (2010–2014); Adrien Veron-Okamoto and 
Ko Sakamoto. 2014. Toward a Sustainability Appraisal Framework for Transport. ADB Working Paper No. 
31. Manila; and Sonia Chand Sandhu and Ramola Naik Singhru. 2014. Enabling GrEEEn Cities: An 
Operational Framework for Integrated Urban Development in Southeast Asia. ADB Southeast Asia Working 
Paper No. 9. Manila. 
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components, funded through external sources, have yet to be regularly replicated with 
ADB financing. In addition, a recent IED evaluation of ADB’s initiatives to support 
access to climate finance found that the mainstreaming of mitigation interventions by 
ADB had been largely limited to clean energy projects; few sustainable forest and land-
use management operations have been supported. It also observed that ADB could 
explore opportunities to scale up sustainable transport options that lead to significant 
GHG, energy efficiency improvements in energy-consuming sectors, as well as 
sustainable and resilient management of forest and land resources.72  
 
108. Geographically, the Southeast Asia and South Asia departments appear to be 
finding more opportunities to focus on ESG than the other three regional departments, 
both in terms of the number and the diversity of operations aimed at boosting 
environmental sustainability. Over half of all ESG-themed commitments during ADF X 
and (thus far) XI have been for just three countries: Bangladesh, Nepal, and Viet Nam. 
In contrast, there have been almost no ADB-supported ESG-related investments in 
Afghanistan, and few in several other Central and West Asia countries such as Armenia, 
Georgia, Kyrgyz Republic, and Tajikistan, as well as among the Pacific islands. The 
extent to which these patterns reflect differences in country demand for ADB support 
across subregions or differing priorities and approaches by ADB departments is unclear. 
It is likely to depend on a combination of country priorities, staff interest and 
commitment, department support, and availability of external resources. Where some 
or all of these factors are absent, less progress is evident. 
 

4. Opportunities for ADF 12 and Beyond 

109. Looking ahead, ADB should continue to increase its support for ESG in ADF 
countries, particularly in the areas identified above as deficient and in countries where 
ESG has been a lower ADB priority to date. Areas in which ADB should become more 
engaged are environmental public goods and transboundary issues, including with 
respect to natural resource and environmental quality management (e.g., international 
river basins, biodiversity, terrestrial and marine ecosystem management, air pollution, 
and GHGs). ADB should support more livable and greener cities and strengthened 
environmental governance at all levels of public administration, particularly in ADF 
countries, where the needs for financial and technical support and institutional capacity 
building tend to be greatest.  
 
110. ADB should continue refining its definition and tagging of ESG in the PCS. 
Given that much of ADB’s business remains infrastructure, the ESG tag would be more 
appropriate if it could be assigned a proportional weight (i.e., the share of total project 
costs devoted to ensuring environmental sustainability). ADB has adopted the 
international and harmonized classification of climate change funding, which should 
improve its accounting of climate-change-related activities. However, while better 
monitoring of ESG related activities and investments is critical, the more important 
question is whether ESG outcomes are being achieved. 
 
111. Greater integration between ESG and inclusive growth and regional 
cooperation objectives and components should also be actively pursued. A stronger 
interface between ESG and inclusive growth could have a significant positive impact in 
terms of sustainable poverty reduction. Mainstreaming climate change adaptation in 
operations primarily focused on economic growth will contribute positively to ADB’s 

                                                
72 IED. 2014. Thematic Evaluation Study: Real-Time Evaluation of ADB’s Initiatives to Support Access to 

Climate Finance. Manila: ADB. 
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climate change agenda. Similarly, a stronger interface between ESG and regional 
cooperation and integration (RCI) could help climate change mitigation by focusing 
more on regional and global public goods, while also having potentially significant 
positive impacts on sustainable livelihoods and local communities, as is already 
occurring with international road corridors in the Greater Mekong Subregion (GMS). 
 
112. Further mainstreaming of climate change considerations, including in relation 
to DRM, in CPSs and using more of the ADB’s own resources to support both ESG-
focused investment and TA operations should be a priority. The initial steps taken to 
establish an internal Climate Change Fund in 2008 should be scaled up. In addition, 
ADB should follow up IED’s recommendations in the access to external climate finance 
evaluation (para. 107), particularly to create and broker new knowledge to better 
support countries as they transform their economies, introduce innovative financial 
products, and leverage other sources of public and private finance for this purpose.  

C. Regional Integration 

1. The Challenge 

113. Collective and coordinated action is essential to confronting the growing 
number of challenges facing the Asia and Pacific region, as well as to leveraging 
growth and development opportunities. The pursuit of global and regional public 
goods, in particular development-relevant public goods related to environment and 
climate change, health, security, and knowledge, demands more effective RCI. 
 
114. In this regard, Strategy 2020’s recognition of regional integration as a strategic 
agenda and RCI as a core operational area was and remains highly relevant to the 
region, to ADF countries, and to ADB. While ADB has already established a good 
reputation for its RCI support and role as an honest broker, with examples of successful 
interventions in all five regions, key challenges in future include further broadening the 
focus of ADB’s RCI operations beyond physical connectivity, strengthening ADB’s 
capacity development role, and improving RCI’s contribution to the other strategic 
agendas of inclusive growth and environmental sustainability.  
 

2. ADF Priorities 

115. The potential for RCI to leverage the growth potential of ADF countries was 
emphasized in ADF X, with cross-border projects providing an example of how 
integrating slower-growing countries with faster-growing neighbors can encourage 
higher growth rates. In ADF XI, RCI was recognized as playing a critical role in 
accelerating growth and reducing poverty and disparities, and ADB was encouraged to 
pursue the agenda with guidance from the RCI strategy,73 which focuses on four 
interrelated pillars: (i) regional and subregional economic cooperation programs on 
cross-border infrastructure and related software, (ii) trade and investment cooperation 
and integration, (iii) monetary and financial cooperation and integration, and 
(iv) cooperation in regional public goods. The RCI set-aside was increased from 5% 
under ADF IX to 10% under ADF X in response to demand. 
 
116. Moreover, under ADF XI, RCI projects were expected to increase to 24% of the 
operational program. The RCI set-aside was maintained at 10%. Intensifying RCI 
support was seen as critical given rising concerns for regional public goods, energy 

                                                
73 ADB. 2006. Regional Cooperation and Integration Strategy. Manila. 
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security, food security, and climate change, as well as the need to address other social 
and environmental effects of faster growth. 
 

3. Evaluation Findings 

117. RCI-themed ADF operations have grown over time. As expected, about one-
fourth of all ADF projects are now tagged as RCI projects (Figure 16), although the 
application of the criteria for tagging projects in such a manner remains inconsistent 
and non-standardized. The 25% average for RCI-themed ADF projects in 2014 is 
roughly on par with ADB’s overall average (about 22% in 2014). For Group A countries, 
the percentage of projects with an RCI theme over the 2013–2014 period was 33%, 
compared with 11% for Group B. For FCAS countries, the percentage was 21%. RCI-
themed projects were most prevalent in industry and trade (50%), transport (45%), and 
energy (28%) over 2013–2014. 

Figure 16: ADF Loan Approvals with RCI Theme, 2005–2014 
 

 
ADF = Asian Development Fund, RCI = regional cooperation and integration.  
Source: Independent Evaluation Department. 
 
118. As found in the ongoing RCI evaluation, ADB’s RCI agenda has evolved and 
expanded since the early 1990s.74 RCI operations for both ADF operations and ADB 
overall have focused primarily on cross-border infrastructure and related software 
(pillar 1). For ADB overall, the estimate is 70% for pillar 1, while for ADF countries the 
estimate is 65%. For projects that received funding from the RCI-set aside, an estimated 
69% were for pillar 1, 13% for pillar 2, 0% for pillar 3, 8% for pillar 4, and 10% multi-
pillar or other, based on a review of projects over 2009–2014. As discussed in the 
forthcoming RCI evaluation, IED has undertaken two subregional evaluations (on the 
GMS program and a South Asia Country Partnership Strategy Final Review Validation) 
and three sector evaluations (GMS Transport and Trade, GMS Energy, and GMS 
Tourism) to date. The scope and depth of these evaluations vary, but they followed the 
same general methodology. Four of the five evaluations (80%) rated the RCI operations 
successful. Moreover, evaluations of eight single RCI projects completed over the past 
decade showed an 88% success rate (see Figure 9). 
 
119. A review of projects supported by the ADF RCI-set aside was undertaken to 
assess how this special allocation has been used under ADF X and XI thus far. Out of a 

                                                
74 IED. Forthcoming. Thematic Evaluation Study: ADB Support for Regional Cooperation and Integration. 
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total of 62 projects worth just under $1.6 billion that received RCI set-aside support 
over the 2009 to 2014 period, about half were single country projects. The following 
are examples of single-country projects financed by the RCI set-aside (Table 9).  

Table 9: Examples of Single-Country Projects Financed by RCI Set-aside, 2009–2014 

Country Year Project Name 

RCI set aside 
funding  

($million) 
KGZ 2010 Transmission and Distribution Metering Project 27.0 
MON 2011 Western Regional Road Corridor Development Program  30.0 
BHU 2014 Green Power Development Project II 20.0 
CAM 2009 Rehabilitation of Railway in Cambodia 10.8 
BHU = Bhutan, CAM = Cambodia, KGZ = Kyrgyz Republic, MON = Mongolia, RCI = regional cooperation 
and integration. 
Source: Asian Development Bank. 

  

120. ADB’s criteria and requirements for determining project eligibility for RCI set-
aside funds are more lenient (in terms of allowing for single-country projects) than 
those for other international financial institutions (IFIs) with similar RCI set-asides.75 

121. Several important observations were made during country missions. 
Government and ADB staff recognize untapped potential for RCI as a catalyst for 
development—not only to facilitate further trade, investment, and broader growth 
opportunities (i.e., maximizing upside potential) but also to address common 
challenges and threats (i.e., minimizing downside risks). For example, consultations 
with regional organizations in the Pacific found interest in working collectively with 
ADB on improving inter-regional and intra-regional connectivity, as well as high 
concern over the mounting climate challenge and disaster risks associated with it. 
As discussed in Chapter 4 (para. 142), an important question is whether ADF grant 
resources can be provided to support regional organizations that are undertaking 
effective work in key areas, especially regional public goods issues, such as regional or 
subregional DRM, meteorological services, or natural resource management efforts. 
 
122. Respondents credited ADB for the role it already plays as a regional institution, 
citing examples of RCI projects and initiatives that are proving important for countries 
or subregions. For example, in several countries ADB support for transboundary natural 
resource management initiatives was recognized as important. High recognition was 
also given to the subregional initiatives and associations supported by ADB, such as the 
GMS, the Association of Southeast Asian Nations, South Asia Subregional Economic 
Cooperation, Central Asia Regional Economic Cooperation, and multiple regional 
initiatives and projects in the Pacific.  
 
123. Respondents noted that while regional infrastructure and physical connectivity 
should remain an RCI priority, further efforts are needed in other areas such as support 
for trade, tourism, knowledge sharing, and broader public goods provision. Discussions 
also raised the question of how ADB’s RCI efforts can more directly support the other 
two Strategy 2020 agendas of inclusive growth and ESG. Finally, the discussions 
reemphasized the special role that ADB can play as an honest broker, especially for 
smaller countries. 

                                                
75 For example, in order to access resources from the International Development Association (IDA) set-aside 

for regional projects, projects have to involve at least three countries; for fragile states the requirement is 
relaxed to at least two countries. 
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4. Opportunities for ADF 12 and Beyond 

124. ADB has established a strong RCI reputation but it needs to broaden its 
operational focus on RCI in ADF countries, building on its core pillar 1 operations. 
Physical connectivity remains a major challenge in ADF countries, so pillar 1 investments 
will remain. Intensified operations under pillars 2 through 4, and possibly in new areas, 
are required. There is particular interest in sharpening RCI’s support for the other two 
strategic agendas of inclusive growth and ESG. Greater clarity and guidance are needed 
to ensure that these connections are made in country and sector programs. 
 
125. Consultations with key Pacific regional organizations found strong support for 
stepped up regional collaboration on climate change adaptation and disaster risk 
management. This is discussed further in the section on DRM and the disaster response 
facility (Chapter 4). This is an obvious priority for ADB’s small Pacific member countries, 
but is not currently a major operational focus of ADB in the region. Connectivity, both 
among island states and between the region and major markets, as well as natural 
resource management, are two other areas where ADB should consider engaging (or 
re-engaging). 
 
126. ADB’s role goes well beyond that of just a regional development bank—it is 
expected to maintain its role as an honest broker, a hub for knowledge transfer and 
sharing, a supporter of stronger institutional capacity, and a coordinator for 
development efforts within and across regions and subregions. The extent and effect to 
which ADB can carry out these roles has an important bearing on ADF countries and 
the region as a whole. 
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127. In addition to and in support of the three strategic agendas, donors and ADB 
agreed to support other priorities during ADF X and XI, emphasizing six areas: DRM, 
FCAS, private sector development, gender equality, governance, and food security. 
Progress in support for these additional priorities is discussed here. 
 

A. Disaster Risk Management and the Disaster Response Facility 

1. The Challenge 

128. Asia and the Pacific suffers disproportionately from natural hazards. Since 
2000, earthquakes have killed 733,000 people worldwide, with ADB developing 
member countries sustaining 78% of these deaths. Excluding the Haiti earthquake, 93% 
of earthquake deaths have occurred in ADB developing member countries since 2000.76 
 
129. The 14 highest ranked countries in the world for historic average annual loss 
per capita (HAAL)77 are all island states, nine of which are ADB Pacific member 
countries.78 These countries, like many other ADF countries, have heavy concentrations 
of residents and infrastructure located within 500 meters of their coastlines. Coastal 
adaptation will require substantial financial resources, but many of the countries lack 
both the resources and capacity to adapt adequately.79 
 
130. Deaths and other impacts of natural hazards, including on economic growth, 
poverty reduction, and overall development, are a top concern for the entire Asia and 
Pacific region. A combination of population growth, urbanization, and other factors are 
at play, including the effects of climate change on both gradual and intense disasters. 
 

                                                
76 Based on the analysis of earthquake fatalities reported in the International Disaster Database 

(http://www.emdat.be/database). 
77 HAAL is the annual average of disaster economic losses over the historic record—that is, the sum of the 

economic losses from disasters during a period of years during which the record is well-known, divided by 
the number of years. While there may be few or no losses over a short period of time, the HAAL accounts 
for losses that may occur more infrequently. HAAL also provides an indication of the amount of resources 
needed each year to cover costs of long term losses from a hazard. Source: 
https://data.hdx.rwlabs.org/dataset/multi-hazard-average-annual-loss). 

78 United Nations Development Programme. 2015. Global Assessment Report on Disaster Risk Reduction—
Making Development Sustainable: The Future of Disaster Risk Management. Annex 2, Table 3. UN. 

79 L. Kumar and S. Taylor. 2015. Exposure of Coastal Built Assets in the South Pacific to Climate Risks. Nature 
Climate Change. Nature Publishing Group. 
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2. ADF Priorities 

131. Strategy 2020 recognized disaster assistance as a non-core area of operations, 
but over time ADB and the ADF have played an increasing role in supporting DRM 
efforts, including disaster response and reconstruction support.  
 
132. Under ADF X, no explicit commitments for DRM were made. However, under 
ADF XI, ADF countries’ vulnerability to natural hazards was recognized as a key concern 
and a challenge to poverty reduction, with clear links to escalating climate change. ADB 
was to help ADF countries with country-driven climate change adaptation programs by 
promoting the mainstreaming of adaptation and disaster risk reduction into national 
development plans and CPSs, helping to build resilience in key sectors, and climate- and 
disaster-proofing projects. 
 
133. To enable ADB and the ADF to respond to disasters more effectively, the 
Disaster Response Facility (DRF) is being piloted during ADF XI, with a 3% set-aside 
from the PBA.80 As a dedicated funding mechanism, the DRF aims to address a number 
of constraints encountered in past disaster response efforts, including: limited 
availability and access to resources; the inability of the PBA system to take into account 
disaster vulnerability or repeated exposure to natural hazards, and permit the allocation 
of additional resources to assist countries hit by disasters; and ADB’s prior approach of 
reallocating and reprogramming resources for post-disaster response purposes in a way 
that diverted much-needed resources away from their originally planned activities. 
 

3. Evaluation Findings 

134. Since its establishment in October 2012, the DRF has provided $186 million to 
support response efforts to cyclones, flooding, and earthquake events in seven 
countries (Table 10). In almost all cases, the scale of damage was unprecedented, 
resulting in loss estimates that far exceeded available financial support for disaster 
response and reconstruction. 
 

Table 10: ADF Disaster Response Facility Support, 2013–2015 
Approval 

Period Country 
Event and 

Timing 
Amount ($ million) 

Project Loan Grant Total 
May  
2013 

Samoa Cyclone Evan, 
December 2012 

- 8.2 8.2 Renewable Energy and Power 
Sector Rehabilitation Project 

February 
2014 

Cambodia Flooding events, 
September and 
October 2013 

31.0  31.0 Flood Damage Emergency 
Reconstruction Project 

March  
2014 

Tonga Cyclone Ian, 
January 2014 

- 4.5 4.5 Emergency Assistance for Recovery 
from Tropical Cyclone Ian 

June  
2014 

Solomon 
Islands 

Cyclone Ita, April 
2014 

6.6 6.6 13.2 Transport Sector Flood Recovery 

June  
2015 

Nepal Earthquakes in 
early 2015 

120.0 - 120.0 Reconstruction of roads, schools, 
other public buildings 

July  
2015 

Tuvalu Tropical Cyclone 
Pam 

- 3.0 3.0 Rehabilitation and improvement of 
maritime infrastructurea 

September 
2015 

Vanuatu Tropical Cyclone 
Pam 

2.8 2.8 5.6 Rehabilitation and reconstruction 
of transport infrastructurea 

ADF = Asian Development Fund. 
a The project is to augment the proposed Outer Island Maritime Infrastructure Project. 
Source: Strategy and Policy Department. 

 

                                                
80 ADB. 2012. Piloting a Disaster Response Facility. Manila.  
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135. Country missions to Cambodia and Samoa, the first two recipients of DRF 
support, provided in-depth perspectives on these countries’ experiences with the DRF 
and ADB’s DRM support more generally. Complementing these missions, discussions on 
the DRF and DRM were held with key informants in ADB headquarters and with Pacific 
regional organizations based in Suva, Fiji. DRM issues were also discussed during 
evaluation missions to Bangladesh, Lao PDR, and Tajikistan. 
 
136. In Samoa, Cyclone Evan caused an estimated $103.3 million in direct physical 
damage and $100.6 million in production losses (total losses of $203.9 million). Intense 
rainfall caused flooding in the capital Apia, which damaged a number of buildings, 
several hydroelectric power plants, and a water treatment plant. The power sector 
cyclone damage rehabilitation was merged with an initiative to reduce Samoa’s reliance 
on imported diesel fuel, via a renewable energy development project, resulting in a 
renewable energy development and power sector rehabilitation project, which was 
approved by ADB with total financing of $23.8 million, of which the DRF portion was 
an $8.21 million grant (a $10 million ADF grant was also provided). Previous natural 
disasters in Samoa have required a diversion of resources to relief and reconstruction 
efforts, which has contributed to volatile economic growth as well as higher debt; 
therefore the ADF and DRF grant funding was welcome support.  
 
137. The original scope was to rehabilitate and reconnect three cyclone-damaged 
small hydro plants (SHPs), build three new SHPs, and provide some capacity 
development support to Electric Power Corporation (EPC). The project was approved in 
October 2013, 10 months after the cyclone, with additional cofinancing from the 
European Union ($6.2 million) for two additional SHPs and from New Zealand 
($5.7 million) for the whole project. After several project delays, the first tender for 
repairs to the damaged SHPs was issued in May 2015, 18 months after grant approval 
and 29 months after the cyclone. In the interim the damaged SHPs were untouched, 
and their missing generation was replaced by fossil fuel generation using imported 
diesel fuel. 
 
138. The delays were due to several reasons. The project was not entirely disaster-
related; it combined rehabilitation of the three SHPs damaged with construction of 
three new hydropower plants. The new construction was delayed by one of the sites 
requiring environmental studies and mitigation to protect an endangered species.81 
Efforts to secure additional financing also needed more time. In the meantime, EPC has 
relied on its excess diesel generation capacity (capacity was not an issue), with the 
higher cost of this generation absorbed by an existing fuel surcharge that was imposed 
several years earlier. In summary, while this first DRF-funded project was initiated by 
ADB in a relatively timely manner, its implementation has yet to fully commence. 
 
139. Further complicating the reconstruction of the SHPs were decisions on the 
responsibility for the level of protection of the rehabilitated SHPs. That is, given that the 
SHPs were damaged by flooding, a decision was required on whether they be rebuilt 
exactly as before, with the same risk of damage in the future, or whether their 
reconstruction should have features that would reduce the likelihood of flooding in 
future. Discussions with EPC and others suggested that the SHPs were being rebuilt 
substantially the same as before, with flood protection of the relevant channels cited as 
the responsibility of the Ministry of Natural Resources and the Environment, which has 
received grant funding from the Least Developed Countries Fund administered by the 
United Nations Development Programme and GEF.  

                                                
81 The Mao bird (Gymnomyza samoensis). 

Previous natural 
disasters in 
Samoa required 
a diversion of 
resources to 
relief and 
reconstruction 
efforts 



46 Asian Development Fund X and XI Operations 

 
 

 
140. For Cambodia, ADF approved $31 million in DRF financing to support 
reconstruction of national, provincial, and rural roads, and irrigation systems damaged 
by the September and October 2013 floods. This followed earlier ADB support in 
response to floods in 2011. Field visits and consultations found most major 
components to be proceeding as planned, after some delays at earlier stages. 
With regard to the reconstruction of national and provincial roads, these projects have 
involved international competitive bidding due to their size, and the practice has been 
to try to build-back-better via elevating roads that are 1 meter above mean high water 
or to allow water to flow across the roads. In the rebuilding, more surface treatments, 
improved cross drainage and side drains have been added. The preferred paving has 
been double bitumen surface treatment, which costs about $200,000 per kilometer for 
a two-lane road. Concrete paving costs roughly three times more. On the other hand, 
repair of rural roads has been implemented with national competitive bidding and 
these roads are being rebuilt with no major mitigating measures. 
 
141. Consultations in Cambodia found positive feedback on ADB’s DRM support and 
the DRF. ADB is viewed as a responsive partner that coordinates well with other 
development partners, for example United Nations Development Programme, where 
there was synergy with regard to the preliminary damage and needs assessments. But 
government officials expressed that ADB-supported emergency projects could be 
implemented more expeditiously. They cited cumbersome procedures and requirements 
from ADB as sometimes leading to delays in repairing critical infrastructure. There was 
also widespread concern over Cambodia’s overall DRM capabilities and coordination at 
the national and subnational levels. The National Committee on Disaster Management 
plays a key role, but is in need of significant strengthening. Concern was also expressed 
by government officials and project teams on the limited amount of disaster response 
funding, including from ADB and the DRF, which constrains the extent to which they 
can build-back-better. 
 
142. In the Pacific region, there is demand for a more direct role for ADB on DRM, 
given the vulnerability of Pacific countries, growing concerns over climate change, and 
ADB’s comparative financial and institutional advantages. Discussions with ADB staff 
and regional organizations provided many insights on the overlapping issues of climate 
change, environmental management, and DRM. Several regional organizations are 
undertaking useful projects and initiatives in these areas, which present opportunities 
for deeper ADB engagement and partnerships, including through the use of ADF 
resources. In this regard, an important question is whether ADF grant support can be 
provided to regional organizations that are undertaking effective work in key areas, 
especially regional public goods issues, such as regional or subregional DRM, 
meteorological services, or natural resource management efforts. 
 
143. At the same time, however, there are real concerns about effective 
coordination in the Pacific, given the increasingly congested aid and donor landscape. 
Numerous development partners provide support across a range of areas, including 
climate change, biodiversity, meteorological technology, renewable energy, and 
humanitarian relief. While this means that resources for addressing these interrelated 
challenges exist, the risk of duplication and inefficiency are very real concerns. 
Moreover, coordination of these various programs often rests with few staff in small 
national DRM offices. For ADB, this requires greater efforts to coordinate and 
communicate among key partners, knowledge of which donors are supporting what 
programs and projects, and how ADF and ADB support can be effectively positioned. 
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144. On the Pacific Catastrophe Risk Assessment and Financing Initiative (PCRAFI),82 
while ADB was involved in the early analytical and development stages, its lack of 
participation in the subsequent insurance stage, except through a small ongoing TA, 
was a missed opportunity. It is unclear why ADB chose not to continue its participation 
in the insurance stage, but given the usefulness of the PCRAFI for DRM and climate 
change work, ADB should explore how it can remain an engaged partner. Moreover, 
country risk analyses undertaken as part of the initiative need to be better integrated 
into country planning efforts. ADB is utilizing PCRAFI outputs in a TA on Strengthening 
Disaster and Climate Risk Resilience in Urban Development in the Pacific (approved 
2012).83 
 
145. The issue of adaptive capacity emerged as a concern during several country 
consultations, with the common view that ADF countries’ capabilities to plan and 
manage climate change adaptation efforts are fundamentally inadequate, given the 
scale of the challenge. ADB has provided TA support for climate change adaptation in 
many ADF countries, but this remains a critical concern, and one for which ADB needs 
to pursue additional opportunities, including through cofinancing and partnerships, to 
sustain and, where possible, scale up support. ADB can make a significant contribution 
by enhancing the availability and take-up of technology for adaptation planning and 
investments. The PCRAFI has been an excellent example of this. While PCRAFI’s genesis 
was in support of a subsequent financing initiative, its technological foundation has 
proven to be a major resource for Pacific countries. PCRAFI can serve as a model for an 
Asian disaster technology hub serving all of ADB’s regional members and informing its 
own operations in a standardized and reliable manner. Such an effort should be 
collaborative, with outputs openly available. 
 
146. Generally, the consultations found positive views on the DRF, supporting its 
institutionalization beyond the current pilot phase. The overall view was that the DRF 
has been effective in serving its main objectives. As a stand-by fund, it has helped to 
expedite—to some extent—the approval of resources to support disaster response 
efforts in a manner that does not affect ongoing programmed projects. However, three 
concerns warrant attention. First, DRF funding is probably insufficient to meet the DRM 
needs of ADF countries in future. The consensus recommendation was for a larger 
fund. Second, while the DRF has functioned as intended, and while ADB has fast-
tracked approval of disaster response support, the first three projects financed by the 
DRF have run up against major delays. In addition to the major delays in Samoa and the 
early-stage delays in Cambodia, significant delays have also been experienced with the 
Tonga DRF project. Additional effort is needed to ensure that ADB processes (post-
approval) are expedited to the full extent possible. Third, stronger efforts are needed to 

                                                
82 The PCRAFI is a joint initiative of the Secretariat of the Pacific Community, World Bank, and ADB with the 

financial support of the Government of Japan, the Global Facility for Disaster Reduction and Recovery, and 
the Africa, Caribbean, Pacific and European Union Natural Disaster Risk Reduction Programme. 
As described by the World Bank, PCRAFI provides state-of-the-art disaster risk information and tools for 
enhanced DRM and improved financial resilience against natural hazards and climate change. PCRAFI 
established the Pacific Risk Information System, one of the largest collections of geospatial information for 
the countries. This System contains risk maps showing the geographic distribution of potential losses for 
each Pacific island country as well as other visualization products of the risk assessments, which can be 
accessed, with appropriate authorization, through an open-source web-based platform. The PCRAFI model 
can provide the basis for rapid post-disaster damage estimation and therefore has the potential to offer 
disaster managers and first responders with tools and information to quickly gain an overview following a 
disaster on areas and population affected. As referenced in: World Bank. 2013. Pacific Catastrophe Risk 
Assessment and Financing Initiative: Better Risk Information for Smarter Investments. Catastrophe Risk 
Assessment Methodology. Washington. 

83 ADB. 2012. Technical Assistance for Strengthening Disaster and Climate Risk Resilience In Urban 
Development in the Pacific. Manila. 
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operationalize ADB’s commitment to the building-back-better principle on DRF 
supported projects. 
 
147. The 2014 ADB integrated DRM operational plan84 provides a foundation for 
furthering the scale and effectiveness of ADB’s DRM operations. Moreover, the recent 
realignment and renaming of the Regional and Sustainable Development Department 
to the Sustainable Development and Climate Change (SDCC) department, which 
included an upgrading and renaming of the Climate Change Coordination and Disaster 
Risk Management Unit to the Climate Change and Disaster Risk Management Division, 
is a positive step forward in terms of raising DRM’s profile within the organization. New 
staff guidelines for ADB emergency assistance loans issued in 2015 are also positive and 
should help to expedite processing of emergency support in general.  
 

4. Opportunities for ADF 12 and Beyond 

148. The above findings point to some important opportunities. First, while ADB’s 
DRM activities are generally appreciated by clients, this is an area where there is clear 
demand and need for more intensified support—not only in the Pacific but also in 
many other areas with high vulnerability to natural hazards, and not only through an 
institutionalized and expanded DRF, but also through continued efforts to strengthen 
ADB’s DRM capability more broadly. Second, ADB should carefully consider how it can 
strengthen the building-back-better principle in its disaster response projects as well as 
mainstream disaster risk reduction principles into normal projects. This is especially 
critical given the accelerating pace of climate change. As a start, likely climate change 
scenarios and impacts must be better modeled and incorporated into ADB project 
designs, especially for major infrastructure operations. A step in this direction was 
taken with ADB’s implementation of climate risk screening and assessment of projects 
since March 2014. Efforts to develop additional tools and guidelines for this purpose 
are encouraged. Ongoing diagnostic work is essential to strengthen disaster 
preparedness, map vulnerability, and identify adaptation requirements and investment.  
 
149. Third, further efforts are needed to streamline post-approval processes and 
implementation of DRF-financed operations. This will ensure that ADB is as responsive 
as it can be in the critical, immediate aftermath of these events. More flexible 
mechanisms should be considered, such as: further decentralization of decision making 
authority to resident missions on DRF- and DRM-related operations to permit more 
timely and better informed actions; further simplifying procurement rules for selected 
services and materials; and establishing pre-approved contracts for selected services 
that will obviously be needed on recurring basis—including through regional service 
provision arrangements—to facilitate better planning, transparency, and predictability. 
 
150. Fourth, ADB should continue to explore further innovations in disaster risk 
financing. This was already identified as a priority in the integrated DRM operational 
plan (footnote 84). This may be an opportunity for collaboration with other financiers 
such as the World Bank. Catastrophe bonds, for example, have been a standard 
alternative risk transfer mechanism in the private and public sector for two decades, 
have been used in Turkey and the Caribbean, and are now possible through the PCRAFI. 
Other financial instruments, such as an emergency budgetary draw-down facility for 
rehabilitation of damaged infrastructure, should be explored to offer ADF countries as 

many options as possible to building fiscal and financial resilience to disasters.85 

                                                
84 ADB. 2014. Integrated Disaster Risk Management Operational Plan: 2014–2020. Manila. 
85 Such as what the World Bank refers to as catastrophe deferred debt obligation (Cat-DDO). 
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151. Fifth, in addition to supporting relief efforts in the aftermath of disasters, ADB 
should strive to help strengthen disaster risk reduction, disaster preparedness, and 
adaptation capacity, especially where there is strong vulnerability and weak 
institutional capacity. ADB should continue to collaborate with other major donors,86 
such as Australia, which has recently pledged to strengthen disaster management in 
the Pacific.87 
 
152. Finally, ADB will need to revisit its staffing strength for DRM if it expects to 
scale up and improve its work in this area. While new climate change specialist roles in 
ADB can also cover DRM work, as of 2015 only three staff in ADB serve as full-time 
DRM specialists. Pacific regional organizations expressed the view that ADB’s limited 
staffing strength for DRM, at headquarters but especially in the Pacific, is a real 
constraint on its ability to engage more effectively and to pursue new opportunities to 
support DRM and related efforts in the region. 
 

B. Fragile and Conflict-Affected Situations 

1. The Challenge 

153. Countries classified as FCAS, which make up one-third of ADF countries, 
recorded relatively lower and more volatile growth from 2004–2013, compared with 
other country groupings. Several countries have experienced declining incomes as 
population growth outpaced economic growth (footnote 11). FCAS countries also had 
higher average national government fiscal deficits and volatility over the decade, and 
rely more heavily on external development support. FCAS countries are the most 
vulnerable to economic, governance, and conflict-related weaknesses, are least able to 
provide citizens with economic opportunities, security and justice, and lack the 
capability to manage environmental risks and natural disasters. 
 
154. Among ADF countries classified as FCAS, two (Afghanistan and Myanmar) are 
considered to be conflict-affected; the rest are labeled fragile because of the state’s 
inability to perform its basic functions effectively. Sri Lanka was on the 2007 list of 
weakly performing states but was not classified as FCAS, and Nepal has been removed 
from the most recent FCAS list (2014) and is now labeled transitional. Consequently, 
support to the conflict-affected northeast of Sri Lanka was discontinued after the 
conflict ended in 2009 and was replaced by national development programs, but the 
after-effects of conflict remain relevant. In actuality, the final stages of the civil war 
resulted in more acute hardship in the northeast. Similarly, fragility arising out of 
subnational conflict in other countries has received limited attention by ADB, even in 
countries like Pakistan88 where it also affects national development outcomes.  
 
155. Yet fragility is not limited to countries classified as FCAS, as shown by the 2015 
Nepal earthquake and the widespread persistence of subnational conflict in many 
countries of the Asia and Pacific region, for example in Pakistan, as well as in middle-

                                                
86 For example: Secretariat of the Pacific Regional Environment Programme; Least Developed Countries’ Fund 

under the United Nations Development Programme and GEF; Deutsche Gesellschaft für Internationale 
Zusammenarbeit GmbH (GIZ) through its Loss and Damage Program and Japan (PCRAFI premium 
coverage). 

87 As announced after a July 2015 meeting of Pacific Islands Forum Foreign Ministers. 
See: http://foreignminister.gov.au/releases/Pages/2015/jb_mr_150710.aspx 

88 Neither the Pakistan CPS 2009–2013, nor the Interim CPS for 2014–2015 make any reference to fragility 
and conflict despite it being classified as a high security risk by the United Nations. 
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income countries like the Philippines, which are excluded from the FCAS list because 
the subnational conflict they experience has not been considered sufficient to classify 
them as FCAS (since their harmonized country performance ratings were above the 3.2 
threshold agreed among the IFIs). However, the poor performance of Pakistan’s 
portfolio, which has historically been among the weaker ADF portfolios, attests to its 
fragility. The challenge is to apply the FCAS approach systematically to all situations 
where it is relevant—not only to those in the FCAS list, but also to those exhibiting 
some dimensions of fragility—and to ensure the sustained support that enables these 
countries to build the systems and resilience needed to address their fragility and 
conflict risks. 
  

2. ADF Priorities 

156. ADF X emphasized the need for special attention to be paid to weakly 
performing countries, defined as countries with weak governance, ineffective public 
administration, and rule of law, and civil unrest.89 In 2007, ADB identified 12 such 
countries based on CPA ranking and prevalence of conflict.90 ADB's approach for work 
in these countries had two pillars: (i) selectivity and focus, and (ii) strategic 
partnerships. ADB committed itself to employing differentiated modes of engagement 
and instruments based on specific country fragility characteristics. ADF XI included 
FCAS as one of three themes for special consideration, and reiterated ADB’s 
commitment to the 2007 approach. ADB identified 11 of 28 ADF countries as FCAS: 
two conflict-affected countries and nine fragile Pacific countries.  
 

3. Evaluative Findings 

157. A 2010 evaluation by IED on this topic found that the 2007 approach remained 
relevant but needed strengthening to enhance the development effectiveness of FCAS 
operations.91 Among others, the evaluation recommended (i) recognizing fragility and 
conflict characteristics of countries, including at subnational levels, during CPS 
preparation; (ii) taking a different approach to fragile countries from conflict-affected 
countries; and (iii) building operational flexibility and long-term programmatic 
approaches in FCAS. It also recommended enhancing resources and country and ADB 
capacity for FCAS work. These actions had not yet been undertaken at the start of ADF 
XI (2013). 
 
158. In 2013, ADB further refined its approach and issued an Operational Plan for 
Enhancing ADB’s Effectiveness in Fragile and Conflict-Affected Situations. This, for the 
first time, acknowledged the existence of subnational conflict as a determinant of 
fragility. The operational plan aimed to align ADB’s FCAS road map with new 
development approaches to engaging effectively in FCAS,92 which view peacebuilding 
and state-building as preconditions for better development outcomes. The new 
development paradigm calls for FCAS operations to be carefully tailored to the unique 
context and circumstances of each affected country, based on an analysis of a nation’s 

                                                
89 ADB. 2007. Achieving Development Effectiveness in Weakly Performing Countries: The Asian Development 

Bank’s Approach to Engaging with Weakly Performing Countries. Manila 
(http://www.adb.org/Documents/Policies/Achieving-Development-Effectiveness/SecM30-07.pdf).  

90 The 12 countries identified in 2007 as weakly performing were Afghanistan, Federated States of 
Micronesia, Kiribati, Lao PDR, Nepal, Papua New Guinea, Republic of Marshall Islands, Solomon Islands, Sri 
Lanka, Tajikistan, Timor-Leste, and Vanuatu. Under ADF XI, Timor-Leste was no longer eligible for post-
conflict assistance but remained classified as fragile.  

91 IED. 2010. Special Evaluation Study: Asian Development Bank’s Support to Fragile and Conflict-Affected 
Situations. Manila: ADB. 

92 World Bank. 2011. World Development Report 2011: Conflict, Security and Development. Washington, DC.  
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political economy, the nature and causes of its fragility, and the roots of its conflict. 
The operational plan identified a set of actions93 to mainstream fragility- and conflict-
sensitive approaches in ADB’s country strategies and operations, enhance resources for 
FCAS work, and adopt FCAS-sensitive internal processes to address the unique 
challenges in FCAS countries. 
 
159. While these actions appear to respond to some of the previous limitations of 
FCAS work, they have not been matched by adequate actions in practice. For example, 
while other IFIs have recognized that doing business in FCAS countries costs more and 
requires greater supervision effort than elsewhere, ADB invests even less staff time on 
supervising projects in FCAS than in other ADF and OCR countries. Staff resources for 
FCAS work are still inadequate and the effort to enhance the capacity and conflict-
sensitivity of operational staff in FCAS countries has been limited.  
 
160. Fragility remains one of the biggest obstacles to peacebuilding and poverty 
reduction, and a threat to growth and stability. Yet the shift in ADB’s approach and its 
alignment with the international paradigm is not yet evident in most of the country 
strategies and support programs. By 2015, half of the world’s poor will live in fragile 
states. The Independent Evaluation Group’s 2013 study estimated that 458 million 
people94 live in countries classified as fragile and conflict-affected states. Twice as 
many—over 1 billion people—live in fragile situations in countries not classified as 
FCAS. Among ADB’s developing member countries, 85 million people live in FCAS 
countries, with another 36 million in transitional countries that have recently moved 
out of the FCAS list, i.e., 121 million live in FCAS countries. However, this is less than 
half the number living in subnational fragile and conflict-affected situations. The 
combined total is estimated at 252 million. 
 
161. A recent Asia Foundation study95 provides empirical evidence of widespread 
subnational conflict in Asia, which, until it was first acknowledged in ADB’s operational 
plan in 2013 (see para. 158), was unrecognized and is still largely ignored by ADB 
country strategies and operations. Protracted subnational conflicts in Asia affect more 
than 131 million people. Compared with other regions, Asian subnational conflicts last 
nearly twice as long (33.3 years) as the global average (16.8 years). Many of these 
conflicts go through periods of dormancy but even when the violence ceases for some 
time, the key conflict dynamics are still present, and the core political, social, and 
economic factors that drive the conflict continue to simmer over time and occasionally 
recur. Many subnational conflicts occur in peripheral, border regions and an estimated 
area of 1.76 million square kilometers, twice the size of Indonesia, is affected by 
subnational conflicts.  
 
162. ADB has focused more on country performance and governance issues than on 
conflict analysis and conflict-sensitive programming. This gives rise to two sets of 

                                                
93 The actions committed ADB to: (i) continue efforts to make country strategies and plans for all FCAS 

countries more fragility- and conflict-sensitive, (ii) strengthen human resources for FCAS operations,  
(iii) seek to increase financial resources for FCAS operations, (iv) adopt differentiated business processes for 
FCAS operations and develop a more appropriate risk framework, (v) develop an institutional 
strengthening framework for FCAS countries, and (vi) refine its approach to identifying FCAS countries by 
harmonizing its classification method with that used by other multilateral development banks. 

94 The Independent Evaluation Group report found that 370 million live in countries classified as low-income 
fragile and conflict-affected states (FCS), while 88 million live in lower-middle and middle-income FCS 
countries. See Independent Evaluation Group. 2013. World Bank Group Assistance to Low-Income Fragile 
and Conflict-Affected States. Washington, DC: World Bank. 

95 On subnational conflict, see Thomas Parks, Nat Colletta, and Ben Oppenheim. 2013. The Contested Corners 
of Asia: Subnational Conflict and International Development Assistance. San Francisco, CA: The Asia 
Foundation. 
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problems. First, it leads to an underestimation of conflict situations in many Asian 
countries (such as Pakistan), despite recent evidence that subnational conflicts are 
endemic and concentrated heavily among them. Second, it leads to the graduation of 
former conflict-affected countries too soon from the FCAS list before those countries 
(such as Nepal) have economically and institutionally overcome the underlying drivers 
of fragility. Other IFIs, like the World Bank, have addressed the persistence of fragility 
drivers through the introduction of exceptional allocations for prolonged support for 
turn-around situations in post-conflict and reengaging countries.  
 
163. A recent IED evaluation of ADB’s Pacific approach found that these small island 
countries face development challenges that are very different from those faced by 
other developing countries (footnote 10). The Pacific portfolio also contains the highest 
number of countries affected by FCAS among ADB’s regional departments, but this is 
due to their size and geographical isolation rather than to conflict. These countries rely 
on official development assistance to supplement their limited tax revenues and to 
provide a minimal level of public services. While development in less isolated, conflict-
affected countries could eventually be addressed, fragility in Pacific countries is more 
innate. The new Pacific Approach 2015–2020 will need a customized long-term 
approach for smaller island countries, whether they are identified by ADB as FCAS or 
not. 
 
164. Country programs in several FCAS do not reflect sufficient understanding of 
fragility and conflict drivers. Even in conflict-affected countries, CPSs have not been 
systematically based on fragility and conflict analysis. While the country programs in 
Afghanistan and Timor-Leste responded to client needs, there was no evidence of 
fragility and conflict analysis, nor much evidence of conflict sensitivity in project or 
program design, with the exception of minor adjustments in implementation 
arrangements to take account of weak institutional capacities. Nepal was an exception, 
where a conflict specialist based in the country office helped task teams apply a conflict 
lens to strengthening program design. But the post-conflict fund was phased out long 
before fragility risks in Nepal were overcome. The inability of the ADF to extend 
enhanced support to Nepal itself becomes a fragility risk. ADB will not be able to meet 
its strategic commitments on FCAS without enhancing its own staff and consultant 
capacity to be responsive to FCAS needs.  
 
165. The performance of the FCAS portfolio lags behind that of other ADF countries 
and there is room for greater selectivity and tailoring to country capacity. Portfolio data 
for ADF X and ADF XI projects show that the average FCAS portfolio performance 
lagged behind that in ADF countries that are not FCAS (Figure 12). Portfolio quality 
improved during 2013–2014 and the long-term trend line of the 3-year moving average 
for project success rate in FCAS countries has also been positive. 
 
166. The World Bank witnessed improved FCAS performance after 2009, following 
several years of deliberate efforts, including higher budget coefficients for project 
preparation and supervision in FCAS, an increase in the quantity and quality of trained 
conflict- and governance-specialists, more explicit commitments in country strategies, 
and more customized approaches to operational design and implementation.96 The 
FCAS portfolio has also improved at the African Development Bank, in part due to a 
large multi-donor Fragile States Facility set aside by the African Development Fund and 
due to a growth in the staff strength of the Fragile States Unit. These conditions do not 

                                                
96 Independent Evaluation Group. 2013. World Bank Group Assistance to Low-Income Fragile and Conflict-

Affected States: An Independent Evaluation. Washington, DC. The World Bank. 
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exist at ADB. Success rates for ADB’s FCAS countries have shown recent improvement, 
but this is based on a limited sample of projects completed and validated in recent 
years. 
  

4. Opportunities for ADF 12 and Beyond 

167. Many countries and subnational areas within otherwise stable countries face 
substantial FCAS risks. ADB needs to undertake fragility, conflict and political economy 
assessments more systematically across a wider range of contexts, particularly those 
where such challenges are acute and pervasive, to respond meaningfully, with 
customized strategic and operational responses, to those FCAS contexts. In order to do 
so, ADB needs to build up its capacity, both by augmenting dedicated FCAS staff 
(including the possible use of long-term consultants), and by enhancing the sensitivity 
to conflict and fragility and operational skills to be effective in FCAS among the staff 
working in countries affected by FCAS. This has considerable resource implications for 
the ADF.  
 
168. The ADF and OCR merger provides an opportunity to intensify work on FCAS by 
increasing the set-aside as well as the budget for FCAS work. Rather than post-conflict 
allocations on a country-by-country basis, the ADF would be more effective with a 
multi-country FCAS turn-around facility that provided support to countries facing or 
emerging from fragility and conflict situations. This would give ADF the flexibility to 
respond to FCAS needs, including at subnational levels, in a timely manner, and enable 
the ADF to provide concessional funds to transitional countries until they reach a stage 
of sustained growth and resilience. The ADF and OCR merger should also lead to an 
increase in the administrative budget, providing the opportunity to increase FCAS staff 
capacity or long-term consultants to support the strategic priorities of the ADF and 
ADB more broadly. 
 

C. Private Sector Development 

1. The Challenge 

169. Private sector development is a critical driver of change for the region and 
represents an important component of various ADB strategies at the institution and 
country levels. In ADF countries, while much has been done in terms of programs, 
projects, TA, and analytical work, private sector development remains an unfinished 
agenda, as investment environments across most countries remain difficult. In the 
World Bank’s Doing Business ranking, of the 189 countries for 2014, 60% of ADF-only 
and 50% of blend countries were in the bottom 40% of countries.97 The group average 
rankings for ADF countries, and in particular FCAS countries, are notably worse than for 
Group C countries (Figure 17). 
 
  

                                                
97 World Bank Doing Business Indicators database for 2014 (http://www.doingbusiness.org/rankings). 
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Figure 17: Average Group Rankings in Doing Business Indicators, 2014 

 
A = ADF-only, B = blend, C = OCR-only, FCAS = fragile and conflict affected situations. 
Note: The higher the average rank the worse the conditions for doing business. 
Source: World Bank Doing Business Indicators. 

 
170. The major challenge of ADB private sector work in ADF countries is achieving 
outcomes. For example, there was no significant improvement in access to finance as 
measured by domestic credit to the private sector as a share of the gross domestic 
product during 2009–2014. In the Pacific, a recent report concluded that private sector 
initiatives have not resulted in substantial private sector growth and investment.98 
While there are common areas that need attention—the unclear role of government, 
weak institutions, shallow financial systems, poor business support systems, lack of 
skills—private sector strategies will have to be better tailored to country conditions 
with clearly defined outcomes. ADB’s Private Sector Development: A Revised Strategic 
Framework in 2006 focused on increased private sector investment as the development 
outcome; however current private sector work has become more complex since it also 
has to contribute to ADB’s strategic priorities such as inclusive growth. Contributing to 
the complexity is that the responsibility for the private sector agenda is spread across 
three organizational units: regional departments, the Private Sector Operations 
Department, and the Office of Public–Private Partnerships. 
 

2. ADF Priorities 

171. ADF X emphasized the urgent need to improve the investment climate to 
accelerate growth. It reinforced the importance of improving physical infrastructure to 
support private investment, but also identified a deepening of financial markets and 
policy and institutional reforms as key areas of ADB intervention. The ADF report 
recommended intensified use of policy loans in addressing private sector constraints, 
specifically in the finance sector. ADF X urged greater use of TA resources to achieve 
development results. 
 
172. ADF XI reinforced the importance of improving the investment climate for 
private investment, and had specific recommendations and targets. It emphasized: 
(i) increasing private sector operations in ADF countries, with a target of a 40% share of 
ADF countries in total private sector operations approvals by 2015; (ii) exploring the use 
of partial risk guarantees and partial credit guarantees; (iii) increasing public–private 
partnerships (PPPs) in line with ADB’s operational plan; and (iv) utilizing the trade 
finance program in ADF countries. 

                                                
98 ADB. 2014. Pacific Approach 2010–2014 Implementation Review. Manila. 
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173. ADB’s results framework and scorecard, as reported in the annual Development 
Effectiveness Review reports, show that for private sector development, the level 1 
indicators used in the current scorecard are: (i) deposit accounts in financial institutions 
(number per 1,000 adults); and (ii) time to start a business (days). Under ADF X and XI 
no specific targets were set for these. The level 2 core sector indicators for private 
sector development are: (i) trade-finance supported (financial amount per year); 
(ii) microfinance loan accounts opened or end borrowers reached (number) 
disaggregated into female and male; and (iii) small and medium-sized enterprise (SME) 
loan accounts opened or end borrowers reached (number). ADF X and XI set out 
expected outputs for level 2 indicators (ii) and (iii). 
 

3. Evaluation Findings 

a. ADF Sovereign Operations 

174. The share of the private sector development-themed operations in the total 
number of ADF operations increased from 23% in 2009 to 35% in 2014, averaging 29% 
during the period. Most of the private sector development-related approvals are in 
public sector management, transport, and energy sectors. However, for the finance 
sector, there has been a decline in the number of operations with a private sector 
development theme. To meet the Strategy 2020 target that private sector operations 
make up 50% of all ADB operations by 2020, there will have to be an acceleration of 
ADF private sector development-related approvals during the next 5 years. 
 
175. About two-thirds of ADF private sector development-themed operations during 
2009–2014 emphasized policy reforms and PPP. Policy reform operations included 
improvements in the investment climate, strengthening of institutions, and finance 
sector development. PPP operations focused on establishing the institutional 
framework for PPP and greater private sector participation in public sector investment 
programs. There was a decline in the share of private investment operations providing 
resources, e.g., credit lines, to the private sector, mainly through financial institutions. 
The decline in this subtheme is consistent with the ADF X strategy, which called for less 
direct credit provision and greater use of policy operations. 
 
176. The value of TA projects with a private sector development theme in ADF 
countries has declined from 51% to 26%. This trend is a concern given that TA is 
important for supporting private sector development, including PPP operations, in ADF 
countries where institutions and capacity are known to be weak.  
 

b. Private Sector Operations (non-sovereign)  

177. During 2009–2014, ADF countries accounted for 31% of total private sector 
operations approvals, below the target of 40% by 2015 (Figure 18). With the exception 
of 2011 when the share of ADF countries was 64%, the share of ADF countries has 
been below 30% each year during 2009–2014. Private sector operations approvals over 
this period were heavily skewed toward Group B countries, where business 
environments are generally better (see Figure 17). Out of 35 private sector operations 
approved, 29 were in Group B countries. Out of 16 private sector operations regional 
projects approved during 2009–2014, only two targeted ADF countries.  
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Figure 18: Private Sector Operations Approvals in ADF-Eligible Countries, 2005–2014 

  
ADF = Asian Development Fund, PSO = private sector operations. 
Source: Independent Evaluation Department. 

 
178. During 2009–2014, 77% of private sector operations approvals in ADF 
countries were in the finance (46%) and energy (31%) sectors. There were five projects 
with PPP as a subtheme, all of them in the energy sector and all but one in Pakistan. 
However, there has not been a project with a PPP subtheme since December 2011. 
 
179. The percentage of private sector operations approvals in ADF countries during 
2009–2014 that aimed to promote inclusion increased from 6% to 37%.99 Of the 35 
private sector operations approvals in ADF countries during 2009–2014, 6 had explicit 
project objectives benefiting rural populations only (17%), 3 benefiting women only 
(9%), and 4 benefiting both groups (11%). 
 
180. Four ADF guarantee private sector operations (one political risk guarantee and 
three partial credit guarantees) were approved during 2009–2014 compared with three 
during 2005–2008. While small in number, these private sector operations—supporting 
new technologies, innovative business models, and untested legal or regulatory 
frameworks—demonstrate appropriate use of the guarantee instrument and have 
potentially high development impact. In addition to the four ADF-country-specific 
guarantee operations, two finance sector guarantee programs covered all country 
groups approved during 2009–2014. However, these are expected to have very limited 
benefits for ADF countries because of their high transactions costs, high country risks, 
and weak financial systems. 
 
181. A recent evaluation of ADB’s Trade Finance Program (TFP) concluded that the 
TFP’s potential to facilitate trade had not been realized in Group A countries. In relation 
to the objective of supporting low-income countries, the TFP needs to enhance the 
share of poorer countries in the program where the needs are potentially greatest.100 
TFP has supported transactions in low-income countries such as Bangladesh and other 

                                                
99 The criteria used to assess whether the project promoted inclusion were: (i) the project objective had an 

explicit focus on the poor, rural populations or women or sought to benefit them disproportionally; (ii) the 
project design included targeting mechanisms such as special project components or fund allocations that 
seek to benefit the poor, rural populations or women; or (iii) the design and monitoring framework 
included performance targets for measuring inclusion. 

100 IED. 2014. Corporate Evaluation Study: ADB Trade Finance Program. Manila: ADB. 
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vulnerable economies such as Pakistan. ADB has indicated that it is currently working 
on expanding operations into the Pacific countries and Myanmar. 
 

c. Results 

182. IED validated 24 sovereign private sector development-themed programs and 
projects completed in 2009‒2014, 15 of which were in ADF countries, of which 53% 
were successful—a low rate. Examples of successes included: SME development 
programs in Lao PDR, Bhutan, and Sri Lanka; an improved financial management 
program in Tuvalu; and an economic recovery program in the Maldives.  
 
183. Private sector operations had better success rates in ADF countries (77%) than 
in non-ADF countries (64%), based on IED validations.101 ADB-wide private sector 
operations success rates have been high in infrastructure (96%), but much less so in 
financial institutions (60%) and private equity funds (40%). Among the most successful 
private sector operations in ADF countries were telecommunications projects in 
Afghanistan, Bangladesh, and Papua New Guinea; energy projects in Cambodia, 
Pakistan, and Viet Nam; and finance sector projects in Armenia, Mongolia, and 
Sri Lanka. 
 
184. In the Development Effectiveness Review 2014,102 level 1 indicators for private 
sector development and financial sector development show an improvement in ADF 
countries. The number of days required to start a business in ADF countries declined 
from 37 days in 2010 to 26 days in 2014, with ADF performance almost equal that of 
ADB as a whole. There has been an increase in the number of deposit accounts per 
1,000 adults in ADF countries, from 447 in 2010 to 574 in 2013, although ADF 
indicators for other private sector and financial sector development dimensions lag that 
of ADB as a whole.  
 
185. As of 2014, both of level 2 private sector development-related planned outputs 
expected during the operations’ design stage were considered achieved. The 2014 
Development Effectiveness Review scorecard reported 833,000 microfinance loan 
accounts or end borrowers103 from five projects approved as early as 2003, compared 
with the planned output of 480,000.104 About 97% of these accounts or borrowers 
were female. The result achieved in 2014 in terms of SME loan accounts opened or 
borrowers from two projects was 2,900 (footnote 103), which was 113% of the 
planned output (footnote 104). 
 
186. Notwithstanding some of these positive developments, the evidence shows 
that promoting private sector development in ADF countries remains difficult. The 
difficulties of expanding private sector operations in ADF countries signal a lack of 
viable investment opportunities. The inability of the TFP to reach Group A countries is 
traceable to lack of depth of the financial systems, instability, country risk, and less 
well-developed production and trade networks.  

                                                
101 Based on samples of 26 private sector operations in ADF countries (7 in ADF-only and 19 in Blend 

countries) and 52 private sector operations in non-ADF countries. Private sector operations refers to 
nonsovereign operations/private sector lending. 

102 ADB. 2014. 2014 Development Effectiveness Review. Manila. 
103 The 2014 Development Effectiveness Review reported that this refers to aggregate amount of outputs in 

completion reports circulated from 1 July 2013 to 30 June 2014. 
104 As provided in the 2014 Development Effectiveness Review Scorecard, Signals and Scoring Methods, and 

Standard Explanatory Data Indicators, this represents the total planned outputs as reported in reports and 
recommendations of the President for the same operations.  
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4. Opportunities for ADF 12 and Beyond 

187. The ADF should articulate a results chain for private sector development and 
identify measurable and monitorable development outcomes. The ADF should not only 
monitor whether the share of private sector operations is reaching its target, but also 
track their effectiveness. This means going beyond the intermediate outcome indicators 
used in the current ADB results framework and defining outcome indicators, many of 
which are in the design and monitoring frameworks of program loans. 
  
188. Private sector assessments (PSAs) should be used more widely and effectively to 
identify priority reforms and inform country strategies. This knowledge-first approach is 
also discussed under inclusive growth in Chapter 3. As recommended in the ADF XI 
donors’ report (footnote 59), there should be greater collaboration between regional 
departments and Private Sector Operations Department (PSOD) in preparing PSAs. PSAs 
can also be important in ensuring the incorporation of institutional priorities, e.g., 
inclusion and environment, into the private sector agenda. The use of impact 
evaluations would help in determining what works in private sector development. An 
IED evaluation in 2013 endorsed the idea of strengthening the quality and use of 
PSAs.105 
 
189. PSOD should establish realistic targets for ADF countries, and identify the main 
constraints on achieving these. An analysis of projects that were considered but 
eventually rejected would help pinpoint systemic issues that could be addressed by 
nonsovereign operations. There could also be consideration of a metric for effort which 
could feed into the evaluation of staff working on ADF countries. More generally, the 
CPSs should contain a description of the focus of PSOD work in the country, with a 
realistic assessment of expected results and linkages to sovereign operations. Improving 
coordination between PSOD and regional departments would help produce a feedback 
loop that benefited the work of both departments. 
 
190. ADB should review the effectiveness of current and planned initiatives to 
address incentive issues in private sector work in ADF countries. PSOD has initiated 
changes in its staff evaluation and business processes to take into account the 
difficulties of working in ADF countries. The midterm review of Strategy 2020 also 
recommended measures to enable regional departments to take credit for private 
sector operations and for PSOD to take credit for supporting relevant public sector 
operations of regional departments. Another measure to consider is for PSOD to 
expand the number of TA projects where it takes the lead, focusing on those areas that 
have more direct links to potential private sector operations. 
 
191. As in private sector development, although a Financial Sector Operational Plan 
was adopted in 2011,106 finance sector development requires a robust results 
framework, including appropriate outcome indicators. Now is the right time to put this 
in place as the midterm review of Strategy 2020 requires ADB to update the 
operational plan to provide a road map for increasing ADB’s involvement in this sector. 
Further, an expansion of finance sector operations should be based on analytical work 
that identifies priorities at the country level. 
 

                                                
105 IED. 2013. Thematic Evaluation Study: ADB Support for Strengthening the Enabling Environment for 

Private Sector Development. Manila: ADB. 
106 ADB. 2011. Financial Sector Operational Plan. Manila. 
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D. Update on Other Strategic Priorities 

1. Gender Equality107 

192. ADB has committed itself to mainstreaming gender equality, a Strategy 2020 
driver of change, in its operations. While developing Asia has made significant progress 
on gender equality in recent decades, including narrowing gaps on school enrolment, 
health, and formal employment, females still lag on many development dimensions, 
especially in ADF countries. For ADF X, operations were to continue to emphasize 
gender and development as a key theme, through sector operations that were 
designed to deliver specific gender outcomes. In addition, ADB was to aim at gender 
mainstreaming in designing projects across all sectors. A specific action under ADF X 
was to promote gender equality in line with the gender policy and its plan of action. 
For ADF XI, three actions were agreed: enhance gender-related indicators to improve 
tracking of ADB’s contributions and outcomes, improve gender action plans (GAPs) and 
monitoring of implementation, and develop sector-specific tool kits and train staff in 
gender mainstreaming. Moreover, the importance of gender equality for inclusive 
growth is well recognized.  
 
193. As assessed by the evaluation (see Linked Document 5 sections A and B), ADB 
has made good progress in implementing the ADF X and XI gender equality actions and 
its broader gender equality objectives. By 2012, ADB had achieved its annual gender 
mainstreaming target of 50% in ADF operations. ADB has also made satisfactory 
progress on the ADF XI actions. Moreover, the 2013 gender operational plan aims to 
further improve the gender equality results of ADB operations by 2020. ADB’s 3-year 
rolling average for gender-themed or gender-mainstreamed projects has continued to 
improve, with a 3-year rolling average of 59% in 2014. Gender-relevant results of these 
projects will be assessed in an IED evaluation planned to be delivered in 2017. 
 
194. To meet the 2016 target of 70%, ADB needs to focus more on implementation 
of GAPs and reporting on gender equality results. Considerable efforts have been made 
to strengthen project GAP monitoring and reporting during implementation and in 
project completion reports. The proportion of projects that support gender equity or 
gender mainstreaming is higher for ADF than for ADB overall. In 2013–2014, 10% of 
ADF projects had gender equity as a theme compared with 7% for ADB. Of the ADF 
countries, gender assessments have been prepared for Armenia, Bangladesh, Kyrgyz 
Republic, Myanmar, Nepal, Pakistan, Papua New Guinea, Tajikistan, Timor-Leste, 
Sri Lanka, and Uzbekistan.  
 
195. ADB has increased the number of staff deployed to work on gender, in line 
with the Gender Operational Plan,108 although the target of 14 international staff 
devoted to gender issues and more conversions of national gender consultant positions 
to full-time national staff have not been fully achieved. Nonetheless, ADB is well 
positioned to achieve its overall gender equality objectives. Gender mainstreaming is 
coordinated by a technical advisor in the Sustainable Development and Climate Change 
Department and supported by a full-time gender coordinator in each of the regional 
departments, supplemented by gender specialists in some of the country offices. The 
screening of all projects during the quality-at-entry review has ensured that over half of 
ADF projects support gender mainstreaming.  
 

                                                
107 This section summarizes a gender equality update assessment, provided in Linked Document 6. 
108 ADB. 2013. Gender Equality and Women's Empowerment Operational Plan, 2013–2020. Manila. 
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2. Governance109 

196. Governance remains a top concern in the region and is a particular challenge in 
ADF countries. Rapid economic growth has lifted millions out of poverty, yet the region 
continues to face governance deficits that constrain its ability to raise the quality of 
growth. Conventional indicators suggest continued weakness in key governance 
dimensions, and stakeholder surveys consistently point to poor governance as a top 
concern. For ADF X it was agreed that all projects would comply with ADB’s 
governance and anticorruption policies, in particular the Second Governance and 
Anticorruption Action Plan (GACAP II) adopted in 2006. Capacity development was also 
recognized as fundamental to better governance in ADF countries. For ADF XI, it was 
recognized that ADF countries would continue to require long-term support for reforms 
and ADB agreed to expand and further mainstream governance considerations in 
country strategies, sectors, and all projects and programs, primarily through GACAP II 
risk assessment and management plans (RAMPs). ADB was to review and revise GACAP 
II; this was completed in 2013. Among other pledges, the review called for improved 
quality and effectiveness of RAMPs. 
 
197. IED’s 2014 evaluation of governance found that ADB has been responsive in its 
institutional and operational support, including in ADF countries. While public sector 
management operations have had among the lowest success rates, especially in ADF 
countries, there were numerous examples of high-impact and transformative 
interventions, giving this sector high-risk but high-reward characteristics (footnote 35).  
 
198. But ADB’s efforts to enhance governance can go much further. The evaluation 
called attention to such concerns as inconsistent and weak governance diagnostic 
studies in country and sector programs; the declining share of transport and energy 
operations with a governance theme; limited use of TA in infrastructure sectors (relative 
to the rapid growth in lending); weak GACAP II implementation at the project level; 
and poorly performing (albeit improving) public sector management operations. 
Recognizing the limitations in GACAP II implementation, the Strategy 2020 MTR Action 
Plan (footnote 13) called for improved implementation of governance and 
anticorruption policies at the country and sector level, and monitoring of risk 
management plans.  
 
199. The evaluation encouraged ADB to refocus and reinvigorate the governance 
agenda and strengthen its support for it as a driver of change. This can be done 
through continued support for reforms and capacity development, with a focus on 
better results through improved country- and sector-level governance diagnostic 
studies, sharper guidance for cross-cutting public sector management operations, and 
interventions that carefully consider countries’ governance contexts, institutional 
capacities, and political commitment. The evaluation also suggested that the use of 
information and communication technology for better governance be an area for more 
careful consideration and scaling up. 
 

3. Food Security110 

200. The global food crisis of 2008 hit ADF countries particularly hard, with the 
effects of the crisis compounded by soaring fuel prices at about the same time. While 
the crisis has passed, the experience served as a stark reminder of the high exposure 

                                                
109 This section summarizes a governance update assessment, provided in Linked Document 7. 
110 This section summarizes a food security update assessment, provided in Linked Document 8. 
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and vulnerability of ADF countries, in particular the smallest economies, to price 
volatility for key commodities. Volatile food prices have significant impacts on fiscal 
systems, health and nutrition, and poverty reduction efforts. As examined in the 2014 
ADB Key Indicators (footnote 11), food insecurity adds 4 percentage points to the 
region’s poverty rate, raising the number of extreme poor. Food and nutritional 
insecurity is likely to remain a critical development challenge for ADF countries. This 
concern about food insecurity raised the level of attention targeted at food security in 
ADF XI, with the expectation (at the time, in 2011) that the trend of high and volatile 
prices would continue into the near future. 
 
201. For ADF XI, operations were to address food security and nutrition by a new 
operational plan for food security. During 2013–2016, ADF food security operations 
were to focus on three priorities: (i) scaling up infrastructure investments in water, 
transport, and energy, paying close attention to the food–water–energy nexus;  
(ii) improving food security safety nets for the poor and vulnerable, with a view to 
develop these programs into sustainable social protection systems; and (iii) promoting 
regional cooperation on food security policies and programs. ADB was also to continue 
pursuing strategic partnerships to add value to selective agriculture and rural 
development engagement, including agricultural research (particularly to benefit poor 
smallholders and female farmers).  
 
202. A specific action for ADF XI was for ADB to review the Sustainable Food 
Security Operational Plan (adopted in 2009).111 The review was undertaken in 2013, 
documenting both achievements and shortcomings in the design and implementation 
of the plan.112 The plan did not sufficiently promote ADB engagements in agriculture, 
with support for agricultural production and markets, livestock, fisheries, and research 
declining. A new operational plan for agriculture and natural resources (2015‒2020) 
has been developed,113 prioritizing a country-differentiated approach to food security 
investment, considering country vulnerabilities, such as climate change. 
 
203. As discussed in a recent IED study, ADB has moved away from integrated 
projects addressing the complexities of food security.114 ADB has focused its food 
security investments on infrastructure to enhance connectivity (roads), productivity 
(irrigation), and resilience (water-based natural resources management). For 
2012−2014, it reported $600 million to $800 million on food security investments in 
ADF countries, with about three-fourths composed of investments in water, irrigation, 
road, and other rural infrastructure. While these projects typically perform well, they 
indirectly impact the poor, who face the highest risks of food insecurity.  
 
204. Moreover, as discussed under the analysis of inclusive growth in Chapter 3, 
while ADB’s infrastructure-focused support can help strengthen the supply side of the 
food security challenge, food insecurity is also due to demand-side challenges that 
erode the purchasing power of households. Hence, safety nets and other interventions 
that directly target households or individuals are needed to address demand-side 
constraints and restore the people’s purchasing power amid food price hikes. 
Partnerships offer real potential for cofinancing and complementarity in projects. For 
example, the International Fund for Agriculture Development (IFAD) traditionally works 
directly with beneficiaries; whereas ADB often limits its reach to supporting necessary 

                                                
111 ADB. 2009. Operational Plan for Sustainable Food Security in Asia and the Pacific. Manila. 
112 ADB. 2013. Review and Assessment of Operational Plan for Sustainable Food Security in Asia and the 

Pacific 2009–2012. Manila. 
113 The plan has been completed but is not yet publicly available 
114 IED. 2013. Working Paper: Food Security Challenges in Asia. Manila: ADB. 
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inputs for food security such as irrigation and farm to market roads. But the 
opportunities for the partnerships necessary for a more meaningful contribution to 
food security are limited. 
 

E. Implementation of ADF X and XI Commitments 

205. Donors and ADB agreed to a set of commitments and actions to be 
implemented under ADF X and XI. This evaluation has undertaken detailed assessments 
to determine ADB’s implementation progress against these commitments and to 
identify where further efforts may be needed. The assessments validated ADB’s annual 
ADF Implementation Progress updates (Linked Document 5). It should be 
acknowledged that a number of the commitments and actions below, especially under 
ADF XI, are also incorporated in the ongoing Strategy 2020 MTR Action Plan (footnote 
13), and are therefore being implemented and monitored through that process.  
 

1. Progress on ADF X Commitments and Actions 

206. Overall, ADB made good progress on implementing the 11 commitment areas 
and 33 specified actions under ADF X (see Linked Document 5). Of 11 major 
commitment areas, good progress is evident in 7. Mixed progress was seen in 
commitments related to: alignment of ADF operations with its priorities, inclusive 
economic growth, ESG, and regional integration; ADB as a learning organization; ADB’s 
partnerships; and the transparency of ADB operations. Three of these fall under 
institutional effectiveness, indicating the often challenging and incremental nature of 
institutional and organizational change processes.  
 

2. Progress on ADF XI Commitments and Actions 

207. Donors and ADB agreed to more than twice as many commitment areas (a total 
of 24) with 52 specified actions (see Linked Document 5) under ADF XI compared with 
ADF X. While the overall number of commitment actions is similar to that at other 
international financial institutions (IFIs) in their most recent replenishments,115 one 
major difference between the ADF and the concessional funds at other IFIs is in the 
balance between institutional and operational commitments. ADF XI had many more 
institutional commitment actions (31, representing 60% of all ADF XI actions) than 
operational commitment actions (8, representing 15%). Chapter 5 provides a more 
detailed analysis.  
 
208. ADF XI implementation will continue through 2016 and this assessment only 
reports on progress to date. While a number of initiatives remain underway or 
ongoing, the assessment was able to identify where progress has been clear and where 
it remains variable or limited as of 2015. Of 24 major commitment areas, good 
progress is evident in 13. However, the evidence from the portfolio review and country 
program assessments revealed that in many instances the intended outcomes of these 
commitments were weak, suggesting that the links between the commitment actions 
and outcomes were not robust. Some of these issues are discussed further in the next 
chapter. 
 

                                                
115 The commitment actions at the African Development Fund (AfDF 13) grew from 32 in AfDF 12 to 46 in 

AfDF 13, and at IFAD from 33 in IFAD 8 to 56 in IFAD 9; those for IDA administered by The World Bank 
dropped from 57 in IDA 16 to 53 in IDA 17.  
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209. ADB Internal Reforms. Commitments and actions under this area covered a 
wide range of objectives, from improving project performance and outcomes to further 
mainstreaming the management for development results (MfDR) approach. Of a total 
of 13 internal reform commitment areas (consisting of 31 discrete actions), ADB has 
made good progress on 6, with 17 actions fully implemented so far. While numerically, 
this appears to be a reasonable pace of implementation, several key areas that require 
longer lead time for successful implementation need more urgent attention. Mixed or 
limited progress is evident in: strengthening project design, readiness, and 
implementation; promoting private sector development and private sector operations; 
aligning budget and human resources with Strategy 2020; improving resident mission 
capacity; and refining and mainstreaming results-based management. 
 
210. This assessment suggests that ADB may have been overburdened with 
institutional reform commitments. Many of the reform actions consisted of 
management actions which should be dealt with internally by ADB management 
without involving ADF deputies. In future it would be more appropriate for ADF 
deputies and ADB management to be more selective and strategic in determining 
commitments that are realistically achievable and to focus more on reform outcomes 
than on inputs and outputs.  
 
211. Strategic Directions. Intensifying ADF efforts to support inclusive growth, FCAS, 
and governance were the three (of seven) strategic areas where progress is mixed or 
limited. The reform actions on knowledge have been delivered but the detailed 
assessment indicates that country programs often lacked systematic analytical 
underpinning and diagnostic studies to support these areas. Similarly, the evaluation 
found that in the absence of systematic ESG analysis and private sector and finance 
sector assessments, country programs have made uneven progress. ESG measures are 
more evident in the energy sector than in transport, and critical gaps remain in ESG 
work on biodiversity, natural resources management and environmental governance. 
 
212. Similarly, on food security, a specific action for ADF XI was to review the 2009 
operational plan. The review was undertaken and a new operational plan for 
agriculture and natural resources has been developed. But the synergies and 
partnerships necessary for a more meaningful contribution to food security are limited, 
and a broader approach to supporting food security is needed. These constraints link 
back to the commitment under institutional reforms, which were intended to 
strengthen results orientation among ADF operations and ADF clients. This remains a 
critical shortcoming, despite the adoption of a comprehensive results management 
framework at the corporate level.  
 
213. The review of strategic directions points to the same weakness as for 
institutional reforms. Actions are specified and, by and large, delivered but their links to 
strategic outcomes are weak and many of the intended outcomes are not achieved. The 
commitment matrix needs to be designed more carefully and selectively with clarity of 
strategic outcomes agreed upon during the replenishment process.  
 
214. Use of ADF XI Resources. Good progress has been sustained in use of the 
special allocation for post-conflict funds and in drawing on the DRF. But as discussed 
earlier (Chapter 4), rapid approval of DRF financing has often been followed by delays 
in post-approval processes and implementation. Related bottlenecks in operational 
procedures need to be addressed for the DRF and ADB’s disaster response support to 
work more effectively. Capacity gaps are most acute in ADF countries. Yet the progress 
on improving TA financing and use remains mixed.  
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CHAPTER 5 

ADF Processes and Resources 
 
 
 
 

215. The evaluation undertook a comparative analysis of resource mobilization 
processes and key characteristics of concessional funds across IFIs to draw relevant 
insights and lessons for ADB.  
 

A. Replenishment Process   

216. ADF compares favorably with the funds of other IFIs in efficiency of the 
resource mobilization process, except for the number of papers produced. ADF is the 
only concessional fund with a 4-year replenishment cycle, compared with 3 years at 
other IFIs. The elapsed time between the first and final replenishment meeting and the 
final meeting is slightly less at ADB (8 months) than at its comparators (9–10 months), 
and the ADF, like the African Development Fund (AfDF) and IFAD, has reduced the 
number of meetings by one over the two replenishment periods. It now organizes most 
of the replenishment meetings at headquarters rather than in member countries. 
However, the number of papers produced for replenishment meetings doubled from 
ADF X to ADF XI (13 to 27), while at the International Development Association (IDA) 
and IFAD they decreased (Table 11). 
 

Table 11: ADF X and Comparators 
 ADF AfDF IDA IFAD 

ADF X ADF XI AfDF 12 AfDF 13 IDA 16 IDA 17 IFAD 8 IFAD 9 
Replenishment 
Period 

2009– 
2012 

(4 years) 

2013– 
2016 

(4 years) 

2011– 
2013 

(3 years) 

2014– 
2016 

(3 years) 

2011– 
2014 

(3 years) 

2014– 
2017 

(3 years) 

2010– 
2012 

(3 years) 

2013– 
2015 

(3 years) 
Meetings (No.) 4+MTR 3+MTR 4+MTR 3+MTR 4+MTR 4+MTR 5+MTR 4+MTR 

Replenishment 
Meeting Dates 

Sep 2007–
May 2008 

Sep 2011–
Mar 2012 

Oct 2009–
Sep 2010 

Feb–Sep 
2013 

Mar–Dec 
2010 

Mar–Dec 
2013 

Feb–Dec 
2008 

Feb–Dec 
2011 

Papers (No.) 13 27 16 18 17 12 16 13 

Commitments 
(No.) 

33 52 32 46 57 53 33 56 

ADF = Asian Development Fund, AfDF = African Development Fund, IDA = International Development Association, IFAD = 
International Fund for Agricultural Development, MTR = mid-term review. 
Note: The IDA 16 period is 1 July 2011–30 June 2014. The IDA 17 period is 1 July 2014–30 June 2017. 
Source: Fund documents for ADF, AfDF, IDA, and IFAD. 

 

B. Commitments Agreed at Replenishment Meetings 

217. Donor interest in institutional reforms induces IFIs to make a large number of 
commitments during replenishment cycles. Each cycle leads to an agreement with 
donors on reform commitments, including deliverables and monitorable actions to be 
completed during the next cycle. While individual commitments vary across IFIs, they 
fall into four distinct reform categories: (i) institutional effectiveness; (ii) financial 
management and instruments; (iii) operational (policies, strategies or portfolio 
management); and (iv) results management, including monitoring and evaluation. 
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218. ADF’s commitment burden increased in the recent replenishment cycle 
(Figure 19). Over the last two cycles, the total number of commitments ranged from 22 
for IFAD-8 to 57 for IDA-16. ADF X was in the mid-range with 33 commitments, similar 
to that for AfDF-12 (32). In the latest cycle, the numbers have converged at the higher 
end of the scale. Under ADF XI the commitments increased from 33 to 52, and under 
AfDF-13 from 32 to 46, while IDA-17 saw a slight decrease from 57 to 52 
commitments. IFAD-9 had the biggest jump from 33 to 56 and topped the scale in the 
latest round of commitments.  
 

Figure 19: Summary of Commitments by International Financial Institutions by Type 

 
ADF = Asian Development Fund, AfDF= African Development Fund, IDA = International Development 
Association, IFAD = International Fund for Agricultural Development, M&E = monitoring & evaluation. 
Source: Fund documents for ADF, AfDF, IDA, and IFAD. 

 
219. ADF commitments have targeted institutional effectiveness while other IFIs 
have paid more attention to operational commitments. The distribution of 
commitments across the four categories varied across IFIs. Operational commitments at 
IDA and IFAD grew to two-thirds of their total (34 for IDA-17 and 32 for IFAD-9). AfDF-
13 had 19 operational commitments (40%). In contrast, ADF XI had eight operational 
commitments (15%) compared with 31 institutional commitments (60%). Operational 
commitments seek to enhance the effectiveness of implementation of the strategic 
priorities, which are remarkably consistent across IFIs.116 This gives rise to the question 
as to whether ADF donors are focusing too much on institutional effectiveness.  
 
220. Replenishment processes have encouraged a greater focus on results among 
IFIs. These processes have encouraged IFIs to pay more attention to monitoring and 
evaluation in order to mainstream results-based management. All major IFIs have 
adopted results management frameworks with broadly similar structures and about the 
same number of indicators. ADB made a decision to adopt its corporate results 
framework for ADF with separate reporting against indicators for ADF countries. While 
there is evidence of micro-management by donors at some IFIs, the corporate results 
frameworks have strengthened the ability of the IFIs to track and report on program 
results, including those from nonconcessional financing. Earlier evaluations reached this 
same positive conclusion.117 
                                                
116 The operational commitments across all the IFIs reviewed focused on inclusive growth, environmental 

sustainability and climate change, gender equality, governance, FCAS, and private sector development. 
117 IED. 2011. Special Evaluation Study: Managing for Development Results. Manila: ADB; and IED. 2014. 

Inclusion, Resilience, Change: Strategy 2020 at Mid Term. Manila: ADB.  
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221. However, many of the reform actions in ADF X and XI aimed at strengthening 
results orientation consist of corporate-level inputs and outputs whose outcomes are 
not yet evident. ADF X contained commitments to mainstream MfDR across ADB, and 
ADF XI contained commitments to further strengthen the results orientation of ADB 
and its operations, and to promote the communication of results to stakeholders. 
Under ADF X, management committed itself to introduce an annual Development 
Effectiveness Review that reports progress against the results framework. 
The Development Effectiveness Review is produced annually but the systematic 
implementation of MfDR in the regional departments and resident missions, (action 
5.1) is just starting. Although guidelines have been issued to strengthen results 
orientation among ADB operations, including ADF operations, and ADF clients, their 
implementation (actions 12.2 and 12.3) is not yet evident (see Linked Document 5).  
 

C. Resource Mobilization 

222. ADF X and ADF XI replenishments compare favorably with those at other IFIs, 
but ADF relies more on reflows and capital gains to replenish concessional funds. ADF X 
represented a 38% increase over the previous replenishment, and ADF XI was 11.1% 
higher than ADF X. This increase was greater than among other IFIs, except for IFAD 
(Table 12). However, donors contribute a much smaller share to ADF (about 37% for 
ADF X and ADF XI), than to AfDF (65%–80%) and to IDA (50%–54%) during the last 
two replenishment cycles.118  
 

Table 12: Resources Mobilized During Previous Replenishment 

 

ADF AfDF IDA IFAD 

ADF X ADF XI AfDF 12 AfDF 13 IDA 16 IDA 17 IFAD 8 IFAD 9 
Replenishment 
Period 

2009–
2012 

(4 years) 

2013–
2016 

(4 years) 

2011–
2013 

(3 years) 

2014–
2016 

(3 years) 

FY2012–
2014 

(3 years) 

FY2015–
2017 

(3 years) 

2010–
2012 

(3 years) 

2013–
2015 

(3 years) 
Size of 
Replenishment(in 
$ billion) 

SDR 6.9 SDR 7.9  UA 5.8 UA 4.9 SDR 32.8  SDR 34.6 $3.0 $3.53 

Replenishment 
(in $ billion) 

$11.3 $12.4  $9.5 $7.3 $49.3  $52.1 $3.0 $3.53 

Previous 
Replenishment 
(in $ billion) 

$7.0 SDR 6.9  UA 5.6 UA 5.8 $41.6  SDR 32.8 ~$2.0 $3.0 

Percentage 
Change from 
Previous 
Replenishment  

38.0 11.1 3.6 -16.9 18.0 5.5 ~50.0 17.7 

Size of Donor 
Contributions 
(in $ billion) 

SDR 2.6 SDR 2.9 UA 3.8 UA 3.9 SDR 17.6  SDR 17.3 $1.2 $1.4 

Donor Share of 
Replenishment 
(%) 

37.7 36.7 65.4 79.8 53.7 50.0 33.6 39.7 

ADF = Asian Development Fund, AfDF = African Development Fund, IDA = International Development Association, IFAD = 
International Fund for Agricultural Development, SDR = special drawing rights, UA = unit of account. 
Source: Fund documents for ADF, AfDF, IDA, and IFAD. 

 

                                                
118 The share of donor contributions to the single purpose funds is even higher, the Global Fund receiving 

78% and GAVI receiving 58% from donors. 
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223. ADF is well positioned to consider alternate financing models. Greater reliance 
on internal resources from reflows and capital gains have positioned ADF well to 
consider strategies to reduce donor dependency. The ADF and OCR merger, approved 
in May 2015, is a positive outcome of these considerations. Compared with other IFIs, 
ADF was best placed to move towards greater financial autonomy and leveraging of 
the ADF in order to increase overall resources for the ADB. This is a more effective way 
of mobilizing additional funds for ADF countries than an overreliance on donors.  
 
224. Donor engagement will still be an important feature of the ADF 12 
replenishment meetings. There is a risk of substantially lower new ADF pledges by 
donors in future, and the independent evaluation by the Center for Global 
Development which endorsed the ADF-OCR merger strongly recommended that donors 
continue their support for ADF at least through ADF 12. However, if most of the 
institutional effectiveness reforms under ADF XI are completed, it may be appropriate 
to consider ways to reduce the burden of the replenishment process, particularly in 
terms of further institutional reforms. Replenishment consultations and processes need 
to be more strategically focused. If this is done effectively, it can provide the headroom 
within which ADB can prioritize operationalizing the strategic commitments of the ADF, 
which are consistent with ADB’s long-term strategy. 
 

D. Allocation Criteria for ADF Resources  

225. The bulk of ADF programs are financed through the PBA system, which is based 
on country performance assessments (CPAs). The assessment criteria to determine the 
PBA for the 29 eligible countries are harmonized with the IDA’s Country Performance 
and Institutional Assessment system. ADB has committed itself to continuing the PBA 
system after the ADF and OCR merger, supplemented by set-asides agreed with the 
ADF deputies, with the proviso that the ADF will be retained as a grant-only donor 
fund. In ADF X, over 80% of programs were financed by the unrestricted PBA. Set-
asides increased under ADF XI with the new Disaster Response Facility and the 
minimum allocation of $3 million per country. The PBA was 85%, including the 4.5% 
for Pacific countries and the 3% for DRF; 10% was for subregional projects and 5% for 
Afghanistan.119 Table 13 provides details. 
 

Table 13: Allocation of ADF Resources 
 ADF X (2009–2012) ADF XI (2013–2016) 
Total Replenishment SDR7.1 billion ($11.3 billion): 

• SDR6.9 billion ADF X 
• SDR0.2 billion for TASF 

SDR 7.9 billion ($12.4 billion) 
• SDR7.7 billion ADF XI 
• SDR 0.2 billion TASF 

Donors’ new 
contribution 

SDR2.6 billion ($4.0 billion) SDR3.0 billion ($4.6 billion) 

Resources allocated 
through PBA 

Over 80% allocated through 
PBA 

About 85% through PBAs, including 
the 4.5% for Pacific countries and 
3.0% for DRF 

Earmarking for Pacific 
countries 

4.5% of PBA 4.5% from PBA 

Minimum allocation 
from PBA for all DMCs 

 $3 million/year minimum allocation 
starting in 2015 

Exceptional post-
conflict assistance for 
FCAS 

Afghanistan and Timor-Leste 
began 6-year phaseouta in 
ADF X 

Afghanistan phaseout suspended for 
2 years in 2011–2012. 

Earmarking for RCI Increased from up to 5% to Maintained at 10% 

                                                
119 ADB. 2012. Asian Development Fund XI Donors Report: Empowering Asia’s Most Vulnerable. Manila.  
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 ADF X (2009–2012) ADF XI (2013–2016) 
up to 10% of ADF program 

DRF (piloted in 2012)  3% from PBA ($286 million) 
Allocation for TASF 3% of total replenishment 3% of total replenishment 
ADF = Asian Development Fund, DMC = developing member country, DRF = disaster response facility, FCAS 
= fragile and conflict-affected situations, PBA = performance-based allocation, RCI = regional cooperation 
and integration, SDR = special drawing rights, TASF = technical assistance special fund. 
Source: Independent Evaluation Department 

 
226. Refinements were made under ADF X and ADF XI through a modified PBA and 
more set-asides to direct more support to poorer countries with weaker institutions. 
For blend countries, a modified PBA with a soft cap of 14% per country was 
introduced; those with larger PBAs could retain half of the amount above the 14% 
threshold. The criteria for assessing portfolio performance were also revised to reduce 
the volatility of ratings and to reduce the disincentives to report on problem projects.  
 
227. In terms of set-asides, under ADF X, the maximum allocation for subregional 
projects increased from 5% to 10%. Each dollar of RCI earmarking was matched by 
50 cents from PBA, subject to a 20% ceiling from the biennial PBA. The exceptional 
allocation to post-conflict countries (Afghanistan and Timor-Leste) continued under 
ADF X with a 6-year phase-out period for Afghanistan and Timor-Leste. ADF donors 
agreed to bring forward the end of the phase-out period for Timor-Leste from 2014 to 
2012 and to end its special post-conflict status and assistance under ADF XI. However, 
Afghanistan’s phaseout was suspended for 2 years in 2011–2012 and it was allocated 
5% of ADF XI as exceptional support. An exceptional allocation of $1 billion for 
Myanmar was added for 2013–2016. Under ADF XI, the minimum PBA per country was 
increased to $3 million and a new set aside (3% of PBA) was provided for the Disaster 
Response Facility. 
 
228. Set-asides at other IFIs offer lessons for the ADF. The three most pertinent are 
those at the Crisis Response Window (CRW) under IDA-16, the Transitional Support 
Facility under AfDF-13, and the turn-around facility under IDA-17.  
 
229. The CRW set aside 3% of the PBA under IDA-16 for an emergency response to 
any disaster or crisis. The CRW was created in the aftermath of the food, fuel, and 
financial crises, as well as avian influenza and other epidemics. Donors were willing to 
consider a more open-ended menu of crises, which might need an emergency 
response. The ADF DRF is of the same order of magnitude as a share of the PBA but its 
mandate has been restricted to disaster relief. The funds cannot currently be used to 
help needy countries deal with other emergencies or crises they may face. Nor can the 
funds be used for disaster preparedness. The DRF is the subject of a more detailed 
review by this evaluation. But in pure financing terms and criteria for use, ADF 12 may 
want to consider a set aside for a broader Emergency Relief Facility.  
 
230. As documented in the 2011 IED evaluation on ADB’s response to the Global 
Economic Crisis, institutional readiness and flexibility are critical in responding to these 
types of crises. ADB had limited latitude to mobilize additional funds in late 2008, and 
was unable to provide much assistance until the second half of 2009, by which time 
the crisis began to abate and recovery had begun in some countries. A crisis response 
facility for ADF-only countries would have been useful.120 
 

                                                
120 IED. 2011. Special Evaluation Study: Real-time Evaluation of Asian Development Bank’s Response to the 

Global Economic Crisis of 2008–2009. Manila: ADB. 
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231. The AfDF set aside units of account (UA) 662 million for the Transitional 
Support Facility, which is a multicountry facility to provide supplementary support on 
top of the PBA for fragile situations. The Transitional Support Facility set-aside, which is 
equivalent to $986 million, amounts to 13.6% of total AfDF-13 resources. The benefit 
of a large, pooled facility is that it provides management with the flexibility to allocate 
the funds to countries that meet the eligibility criteria without having to wait for the 
next replenishment cycle. Given the fluid situation in many fragile African countries, 
this is appropriate. If subnational conflicts are taken into account, the Asian region is 
equally vulnerable to fragile situations. There is some merit in considering a broader 
pooled facility rather than earmarked and predetermined post-conflict allocations 
which then have to be revised when ground reality changes.  
 
232. IDA-17 has introduced an exceptional allocation regime for countries facing 
turn-around situations. This facility can provide long-term support to post-conflict and 
reengaging fragile countries which are prone to repeated cycles of violence121 to 
address the underlying causes of fragility. The turn-around regime allows allocation of 
exceptional funding based on performance and needs and is not restricted by the 
artificial time limits set by previous post-conflict allocations. Among ADF countries, the 
ground reality in Afghanistan and Nepal suggests that this kind of turn-around facility 
provides useful long-term support for countries emerging from fragile situations.  
 
233. Other considerations for allocating ADF resources might include elimination of 
the Pacific islands set-aside, reconsidering the cap for RCI, and consolidation of crises 
set-asides. With the increase in minimum PBA allocation per country, the 4.5% set-aside 
for the Pacific islands is redundant (assuming that the value of the minimum allocation 
represents no less than 4.5% of the PBA). However, if RCI is a high priority, the cap on 
RCI could be a candidate for reconsideration. At the same time, the countries most 
vulnerable to crises also appear to be the poorest, many of which are FCAS. Both the 
share and the scope of the DRF could be reconsidered as a broader crisis response 
window. Alternatively, the DRF could be maintained as a separate facility with another 
multicountry facility for post-conflict and reengaging countries like the turn-around 
facility created at IDA.  
 

                                                
121 See 2011 World Development Report, Conflict, Security and Development. The World Bank.  
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CHAPTER 6 

Assessment and Conclusion  
 
 
 
 
234. ADF operations were qualitatively assessed through a relevance, 
responsiveness, and results—the Three Rs—framework. A summary of this assessment 
follows. This leads to a concluding discussion of ADB’s ongoing reforms and new 
resources and how the combination of these two factors presents an unprecedented 
opportunity for ADB to improve its development support to its poorest and most 
vulnerable countries.  
 

A. Assessing Relevance, Responsiveness, and Results122 

235. The Three Rs evaluative assessment followed the framework shown below 
(Table 14). Under each main criterion are two subcriteria and key questions. The 
findings of the assessment follow. 
 

Table 14: Three R’s Evaluative Framework 
 Subcriteria Key Questions Possible Ratings 

R
e
le

va
n

ce
 

Strategic relevance How well aligned are ADF strategic priorities to the 
evolving needs and challenges of ADF countries? 

Highly relevant  
Relevant 
Less than relevant 
Not relevant 

Relevance of ADF 
commitments 

How relevant have the replenishment commitments 
been to strengthening the development effectiveness 
of ADB and the ADF? 

Highly relevant 
Relevant 
Less than relevant 
Not relevant 

R
e
sp

o
n

si
ve

n
e
ss

 Strategic 
responsiveness 

How effectively has ADB responded to the strategic 
priorities set out for ADF X and XI? 

Highly responsive 
Responsive 
Less than responsive 
Not responsive  

Responsiveness to 
ADF commitments 

How effectively has ADB responded to and achieved 
the key commitments and actions agreed for ADF X? 
How is implementation on ADF XI commitments 
progressing? 

Highly responsive 
Responsive 
Less than responsive  
Not responsive  

R
e
su

lt
s 

Project level 
performance 

How are ADF projects performing? Highly satisfactory 
Satisfactory 
Less than satisfactory 
Unsatisfactory 

Country program 
impacts 

To what extent are ADB’s country operations 
bringing positive development impacts in ADF 
countries? 

Highly satisfactory 
Satisfactory 
Less than satisfactory 
Unsatisfactory 

ADB = Asian Development Bank, ADF = Asian Development Fund.                                                                                    
Source: Independent Evaluation Department. 
 

1. Strategic relevance 

236. ADF strategic priorities have been highly relevant to the evolving needs and 
challenges of ADF countries. Strategic priorities set out under ADF X and XI are 
generally well aligned with the development challenges and needs of ADF countries. 

                                                
122 Linked Document 5 provides the complete three Rs assessment. 
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While the three strategic agendas of inclusive growth, ESG, and regional integration—
adopted by ADF X and XI from Strategy 2020—were and remain highly relevant to the 
countries, under ADF X and XI donors and ADB agreed to additional priorities in order 
to reflect and respond to new challenges. Continued attention to DRM, private sector 
development, gender equality, FCAS, governance, and food security will remain 
important for ADF’s relevance in the regions and countries where these remain 
prominent issues. Given the rapidly evolving landscape, it is also essential for ADB to 
consider other issues that it might not be adequately supporting, but which are 
critically important for ADF countries. 
 

2. Relevance of ADF commitments 

237. The replenishment commitments have been generally relevant to strengthening 
the development effectiveness of ADB and ADF resources, although the number and 
nature of commitment areas and actions have become arduous, as discussed in 
Chapter 5. There is no question that a number of commitments agreed by donors and 
ADB over successive replenishments have had positive strategic, institutional, and 
operational effects. As such, the design and content of commitments have generally 
been relevant. But over the ADF X to XI transition, For example, the number of papers 
produced for replenishment meetings doubled from ADF X to ADF XI (13 to 27), while 
in other concessional fund replenishments (namely, IDA and IFAD), they decreased. 
ADF’s commitment burden increased from 33 discrete actions under ADF X to 52 under 
ADF XI.  
 

3. Strategic responsiveness 

238. ADB has been responsive to the various priorities set out under ADF X and XI. 
ADB was rated less than responsive to three ADF priorities and responsive to six. While 
project classification tagging suggests an increase in the number of projects supporting 
the strategic agendas, some of this increase appears to be due to changes in the 
tagging methodology or patterns (i.e., many more projects being tagged as ESG) rather 
than to substantive changes in the portfolio. This suggests the tagging system needs 
stronger quality control and possibly further refinement. The biggest responsiveness 
challenges are in (i) striking the right balance between the primary infrastructure-
focused operations within each strategic agenda and the other operational pillars or 
priorities, and (ii) strengthening the links among the three strategic agendas in order to 
gain better combined results from ADB’s activities in all three areas. 
 

239. ADB has been less than responsive in intensifying support for inclusive growth 
in ADF countries. While recent country partnership strategies (CPSs) give more attention 
to inclusive growth than did earlier strategies, and while ADB has issued (and reissued) 
staff guidance and automated its project labelling into a three-pillar framework, results 
frameworks and major sector programs in some CPSs do not articulate how they will 
support more inclusive growth, and diagnostic studies for inclusion and poverty in CPSs 
need more systematic improvement. The share of infrastructure operations benefiting 
lagging areas is highly variable, support for social protection has been limited, and 
certain subsectors that ADF operations had supported in the past and which delivered 
direct support to poor and vulnerable groups now receive little or no support. 
 
240. ADB has been responsive in intensifying support for ESG, although there are 
clear gaps in some areas of this broad and ambitious agenda. ESG concerns are 
increasingly integrated into thematic, sectoral, and country strategies. Analysis of the 
evolution of ADB’s portfolio shows a generally positive direction in many ADF countries 
with respect to declared ESG priorities, in particular support for dealing with climate 
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change. The percentage of projects addressing an ESG theme has grown, although the 
extent to which this genuinely reflects increased operational support to strengthen 
environmental sustainability is not clear. In the primary infrastructure sectors, the shift 
to more environmentally sustainable projects is clearer in energy than in transport.  
 

241. ADB has been responsive in supporting regional cooperation and integration 
(RCI). RCI operations have grown. About one-fourth of ADF operations are tagged as 
having RCI elements, although this tagging is sometimes inconsistent and non-
standardized. ADB RCI operations have focused on cross-border infrastructure and 
related software (pillar 1). ADB has developed a good reputation for its RCI support and 
stakeholders see significant potential in continuing this momentum, including 
opportunities to strengthen support to other areas such as trade, tourism, knowledge 
sharing, and broader public goods provision. But there has been little effort to address 
management of natural resources and biodiversity through regional integration 
operations.  
 

242. ADB has been responsive in supporting DRM in ADF countries. ADB has 
developed a positive reputation for its overall disaster response support and the ADF 
Disaster Response Facility (DRF) has proven effective during its pilot phase, although 
further improvements are needed to ensure that ADB processes (post-approval) are 
expedited to the full extent possible. Demand for DRM support is likely to continue 
growing, which warrants consideration of a larger set-aside for the DRF. ADB should 
address several important issues, including how it can better support the building-back-
better principle in disaster response projects, mainstream disaster risk reduction 
principles into its normal (non-disaster response) projects, expand and innovate disaster 
risk financing, strengthen adaptive capacity, and build expertise and staffing. 
 

243. ADB support for FCAS has been less than responsive. It is in these countries 
where the pursuit of development progress has been the most difficult, and where ADB 
and ADF operations have struggled most to improve. Yet the prevalence of conflict, 
violence, and political economy risks among ADB member countries is underestimated. 
While other IFIs have recognized that doing business in fragile and conflict-affected 
countries costs more and requires greater supervision effort than elsewhere, ADB 
invests even less staff time on supervising projects in FCAS than in Group A and B 
countries. Staff resources for FCAS work are still inadequate and the effort to enhance 
the capacity and conflict-sensitivity of operational staff in FCAS countries has been 
limited. Fragility remains one of the biggest obstacles to peacebuilding and poverty 
reduction, and a threat to growth and stability.  
 

244. ADB has been responsive in its support for private sector development in ADF 
countries. During 2009–2014, ADF countries accounted for just under one-third (31%) 
of total private sector operations approvals—a commendable effort, given the relatively 
difficult business environments in ADF countries, but below the target of 40% by 2015. 
The percentage of ADF private sector operations approvals during 2009–2014 that 
aimed to promote inclusion increased from 6% during the earlier period to 37%, a 
positive finding. A clearer results chain for private sector development support, with a 
sharper focus on outcomes, more effective use of assessments, and more meaningful 
targeting and identification of country-specific constraints, can help going forward. 
 

245. ADB has been responsive in supporting gender equality. By 2012, ADB had 
achieved its annual gender mainstreaming target of 50% in ADF operations. ADB has 
also made satisfactory progress on the ADF XI actions. ADB’s 3-year rolling average for 
gender-themed projects has continued to improve, with an average of 59% in 2014. 
The proportion of projects that support gender equity or gender mainstreaming is 
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higher for ADF than for ADB overall. ADB is well positioned to achieve its gender 
equality objectives. 
 

246. For governance, ADB has been responsive. The IED evaluation of governance in 
2014 (footnote 35) found that ADB has been responsive in its institutional and 
operational support with many examples of high-impact interventions, including in ADF 
countries. At the same time, the evaluation expressed concern and called attention to a 
range of issues that warrant attention from ADB if it is to strengthen its support for 
governance as a true driver of change.  
 

247. ADB support for food security in ADF countries has been less than responsive. 
Addressing the food security challenge will require a broader approach by ADB. ADB 
focuses its food security support on infrastructure investments to enhance connectivity 
(roads), productivity (irrigation), and resilience (water-based natural resources 
management). For 2012−2014, ADB reported $600 million to $800 million on food 
security investments in ADF countries, three-fourths composed of investments in water, 
irrigation, road, and other rural infrastructure. While these projects typically perform 
well, they indirectly impact the poor, who face the highest risks of food insecurity. A 
2013 review of the Sustainable Food Security Operational Plan found that the plan did 
not sufficiently promote ADB engagements in agriculture, with support for agricultural 
production and markets, livestock, fisheries, and research declining.  
 

4. Responsiveness to ADF Commitments 

248. ADB has been responsive but with some gaps in achieving the key 
commitments and actions agreed for ADF X. Of 11 major commitment areas for ADF X, 
good progress is evident in 7, with mixed progress in the other areas. Implementation 
of ADF XI commitments is still ongoing, but the assessment as of 2015 suggests good 
progress thus far. The ADF XI implementation will continue through 2016, but as of 
2015, of 24 major commitment areas, good progress is so far evident in 13. 
 

5. Project Performance and Country Program Impacts123 

249. ADF project-level success rates have been less than satisfactory, but are 
improving. The aggregate success rate for projects completed in 2005−2014 has been 
low at 62%, although a 3-year moving average shows improvement since 2009. 
Country program impacts have been less than satisfactory. Of 17 country program 
evaluations in ADF countries undertaken since 2010, 11 were found to have delivered 
satisfactory development impacts—a 65% success rate.124 
 

6. Summary of Three Rs Assessment  

250. Table 15 consolidates the assessment results. The strategic, institutional, and 
operational findings emerging from these assessments point to important 
opportunities for ADB as an institution, the ADF as a special fund, and future 
concessional resources. 
 
 
 
 

                                                
123 The following thresholds for success rates were applied: 80% or higher = highly satisfactory, 70% to 79% 

= satisfactory, 60% to 69% = less than satisfactory, below 60% = unsatisfactory.  
124 Nine country assistance program evaluations and eight country partnership strategy final review 

validations have been undertaken by IED since 2010, when country evaluation guidelines were revised. 
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Table 15: Summary Ratings from Three Rs Assessment 
Subcriteria Ratings 
Strategic relevance Highly relevant 
Relevance of ADF commitments Relevant 
Strategic responsiveness 

Inclusive Growth 
ESG 
Regional Integration 
DRM/DRF 
FCAS 
PSD 
Gender Equality 
Governance 
Food Security 

Responsive 
Less than responsive 
Responsive 
Responsive 
Responsive 
Less than responsive 
Responsive 
Responsive 
Responsive 
Less than responsive  

Responsiveness to ADF commitments 
ADF X commitments and actions 
ADF XI commitments and actions 

Responsive 
Responsive (with gaps) 
Ongoing (good progress) 

Results of operations 
Project success rates 

Less than satisfactory 
Less than satisfactory  

     Country program impacts Less than satisfactory 
ADF = Asian Development Fund, DRF =disaster response facility, DRM = disaster 
risk management, ESG = environmentally sustainable growth, FCAS = fragile and 
conflict-affected situations, PSD = private sector development. 
Source: Independent Evaluation Department. 

 

B. Conclusion: Reforms and Resources Bring New Opportunity 

251. ADF resourcing and allocations have evolved in response to the changing 
development landscape and country demand, supporting special concerns and 
circumstances as they arise. Even with poverty declining in most ADF countries, they 
will continue to face challenges that require continued—and in some areas, increased—
support and responsiveness from ADB and the ADF. Indeed, the commitment to 
intensify support, especially for inclusive and environmentally sustainable growth, will 
remain highly relevant and ADB should redouble its effort to make this commitment a 
more meaningful operational reality. 
 
252. Two key factors, when taken together, provide an unprecedented opportunity 
for ADB to improve its development effectiveness, especially in ADF countries. First is 
the Strategy 2020 MTR and the reform process that it set motion in 2014. The MTR 
Action Plan calls for a range of critical reforms that, if implemented well, should shift 
ADB onto a higher level of institutional effectiveness. Of particular importance for ADF 
countries will be reforms to improve country strategies and sector operational plans 
and guidelines, especially to sharpen the inclusive growth focus in these plans; and the 
ability to strengthen team work and skills sharing across departments.  
 
253. But ADB’s ability to deliver better results also critically depends on resources, 
and this is where the second factor, the ADF and OCR merger, comes into play. It is 
envisaged that the projected increase in resources stemming from the merger will allow 
the scaling-up of loan and grant envelopes, which will place a greater strain on ADB’s 
staff resources. If this is accompanied by a proportional increase in terms of ADB’s 
operating budget, it should provide some space to increase the footprint and 
effectiveness of operations (Box 4). 
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Box 4: The Asian Development Fund and Ordinary Capital Resources Combination: Institutional 
and Financial Implications 

 
The merger of ADB’s ADF and OCR aims to enhance ADB’s financial capacity by making more 
efficient and effective use of its capital resources. This will be done by merging the assets from 
ADF lending operations with the OCR balance sheet. The ADF will serve as a grant-only 
operation from ADF 12 (2017–2020) onward. The combination is expected to increase the OCR 
equity base from about $18 billion to $53 billion. Concessional lending will continue on the 
same terms and conditions as currently provided to ADF countries, through its OCR window 
(i.e., two OCR lending categories: market-term and concessional).  
 

In terms of implications for ADB operations and the ADF, the combination is expected to: 
(i) enable ADB to strengthen its support to ADF countries by providing increased 

financing through grants and concessional loans on the same terms as currently 
provided; 

(ii) strengthen OCR lending and ADB’s risk-bearing capacities, enhancing ADB’s ability to 
support the transition of ADF-only countries to blend status and graduation from 
blend to OCR-only status; increase support for private sector operations, especially in 
ADF countries; and strengthen ADB’s ability to respond to crises or natural disasters; 
and 

(iii) reduce future financial contributions of ADF donors and enable larger transfers from 
OCR to ADF grant operations.  

 

The merger proposal presented two financial scenarios, one assuming an early graduation of 
ADF countries and the other assuming slow graduation. The two scenarios yielded different 
projections for selected financial indicators. Under the slow graduation scenario, the following 
estimates hold through ADF 13 (2021–2024): 
 

Selected Financial Estimates and Projections: Post ADF and OCR Merger 

Indicators 

ADF XI 
2013–
2016 

ADF 12 
2017–
2020 

ADF 13 
2021–
2024 

Concessional lending approvals ($ billion, annual) 2.6 3.3 3.6 
Market-term lending approvals ($ billion, annual) 10.5 11.9–12.4 13.6–12.3 
ADF grant approvals ($ million, annual) 494 691 750 
Total administrative expense ($ million, annual) 779 (2016) 739–847 887–1,019 

Note: all figures are subject to revision; administrative expenses are subject to Board approval.  
 

Under this scenario, concessional lending is forecast to increase from the current (ADF XI) 
annual average of $2.6 billion to $3.6 billion during ADF 13. Grant approvals over the same 
period will increase from $494 million to $750 million. In line with its increased lending and 
grant operations, ADB’s operating budget (total administrative expenses) is expected to grow 
from $779 in 2016 to about $1 billion 2024. 
 

The combination is expected not only to generate significant additional resources for country 
operations, but also new resources with which ADB can strengthen itself institutionally. As such, 
some important questions emerge, including whether and how ADB can use the new resources 
to broaden its strategic and operational focus, strengthen staffing skills in key areas, or 
continue to decentralize operations and further empowering resident missions.  
 
ADB = Asian Development Bank, ADF = Asian Development Fund, OCR = ordinary capital resources, TASF 
= technical assistance special fund. 
Source: ADF-OCR merger information provided by the ADB Strategy and Policy Department. 

 
254. This combination of a reformed and better-resourced ADB gives it a unique 
position among development institutions and provides a real opportunity for it to make 
a bigger and better difference, especially in the poorest and most vulnerable countries.  
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