
Asian Development Fund Operations: A 
Decade of Supporting Poverty Reduction 

Most ADF countries made significant 
strides toward the income Millennium 
Development Goals (MDGs) and, in 
some cases, the non-income MDGs. 
Overall, however, it has become clear 
that many non-income MDGs are not 
going to be achieved by 2015 at the 
present pace. In particular, countries 
will not do well enough on primary 
education completion, access to water 
and sanitation, child mortality, and 
environmental sustainability without 
special additional effort.

ADB’s Independent Evaluation 
Department (IED) observes a mixed 
picture of ADF effectiveness at the 
country level; in seven out of 12 recent 
country assistance program evaluations 
ADF operations were assessed as 
satisfactory in these terms, with five 
only partly satisfactory. Specifically, a 
number of countries affected by political 
instability had lower performance 
ratings. Weaker ratings were also linked 

to a lack of sector or geographical 
focus; a lack of rigorous analysis of 
development problems; unaddressed 
government capacity weaknesses, 
insufficient project implementation 
support and suboptimal use of resident 
missions; systemic sustainability 
problems; governance weaknesses and 
a lack of sustained reform commitment 
due to government changes. 

Turning to projects and program loans, 
IED observes a broadly improving 
trend of the success of completed ADF 
operations over the past decades, from 
40%–50% of operations up to the end 
of the 1980s to 60%–70% afterwards. In 
the 2000s, there was a dip in the success 
of ADF operations designed in 2001–
2004, before a restoration for projects 
designed in 2005–2008. 

The overall success rate of 95 operations 
as completed and reviewed until 2010 
(out of 466 approved) is 66%. Twenty 

one percent of projects were rated 
partly successful and 13% unsuccessful. 
Although the number of completed 
operations is still limited, some 
historically weaker sectors such as 
agriculture, health and social protection, 
and industry and trade have done 
better under ADF VIII–X than under ADF 
VI–VII. 

Cambodia, Tajikistan, and Viet Nam 
stand out for their high project success 
rates and Pakistan for a very low success 
rate. Pakistan is a special case, and the 
problems encountered in that country 
have led ADB to institute a “spring 
cleaning” of its operations as well as 
changes in its financing modalities. 
Excluding Pakistan, the success rate  
of ADF operations rises to 80%, an 
improvement over the rates achieved by 
operations approved prior to 2001. 

The track record of improvements 
would seem to have made development 
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The Asian Development Fund (ADF) is ADB’s main concessional window for supporting poverty 
reduction in its poorer developing member countries in Asia and the Pacific. It is funded by 
international donors on a grant basis and has been replenished every four years since it was 

established in 1974. The current replenishment (ADF X, for 2009–2012) is the ninth. From 2001–2010, 
ADB approved $20 billion in ADF loans and grants for 29 countries, the most sizeable to Bangladesh, 
Viet Nam, Pakistan, Afghanistan, and Nepal.  The main allocations were made to operations in 
transport ($4.3 billion), agriculture ($3.7 billion), multi-sector ($2.8 billion), water and municipal 
services ($2.3 billion), public sector management ($2.0 billion), education ($1.5 billion), and energy 
($1.5 billion). Over the past decade, there were gradual increases in the allocation for transport and 
energy and a decline in allocations for agriculture and education.  
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financing more useful. But the 
challenges are growing, and there are 
also vast gaps in performance between 
countries and sectors. Hence IED sees 
the need for more ADF financing in 
tandem with the need to take stronger 
action to improve development 
effectiveness.

Highlights of Lessons

More financing—from concessional 
funds and or other financing sources—is 
needed in Asia for poverty reduction and 
environmental sustainability. Although 
the past decade was marked by strong 
economic growth and a reduction in 
income poverty in Asia and the Pacific, 
the absolute numbers of poor have 
come down insufficiently given a high 
population growth. In some countries, 
the numbers of extreme and vulnerable 
poor have even been increasing. More 
than 300 million people in ADF countries 
still live on less than $2 a day. Moreover, 
there has been insufficient progress 
in human development and on the 
non-income MDG targets. Additionally, 
growing inequities and environmental 
degradation present severe challenges 
to the sustainability of progress. ADF 

countries and others are facing the 
growing impact of the worldwide 
financial and economic stress, while 
climate change and related natural 
disasters threaten lives, livelihoods, and 
well-being. These challenges require 
both substantially more financial 
resources and their more effective 
utilization. 

Development effectiveness of ADF 
operations needs to improve. Funding 
must be matched by stronger efforts 
and performance outcomes, especially 
in view of the tough challenges the ADF 
countries face. Evaluation of country and 
sector assistance program evaluations 
shows that physical infrastructure 
investments (particularly in energy and 
transport) were relatively effective in 
achieving the envisaged development 
outputs and outcomes, but not so the 
support related to capacity development 
and institutional or policy reforms. 
Unless the utilization and maintenance 
of assets or demand for services are 
effectively addressed, infrastructure 
investments will not generate or sustain 
optimal economic benefits. ADB needs 
to make sure projects are supported 

by the right reforms and capacity 
development initiatives. 
 
ADF projects were satisfactory in 
their relevance to country programs 
but not so in their effectiveness and 
sustainability and especially process 
efficiency (see figure ). ADB has taken 
many efficiency measures over the last 
few years and some improvements are 
already visible in the ADF IX projects 
completed by 2010. IED expects 
efficiency to rise further, noting 
that recently there have been fewer 
project implementation delays. Project 
success rates are based on the four 
evaluation criteria relevance, efficiency, 
effectiveness, and sustainability, 
but development effectiveness and 
outcomes are more closely related 
to the latter two. ADB’s focus now 
needs to shift to more concern for 
effectiveness and sustainability. Failure 
to meet anticipated project outputs 
and outcomes was often due to lack of 
stakeholder support and project designs 
that did not adequately consider local 
conditions and underlying development 
problems. Project sustainability needs to 
be improved through sustainability risk 

Figure 1. Ratings of Completed ADF Operations by Category of ADF Eligible Countries, 2001–2010

Source: Independent Evaluation Department. 2011. The Asian Development Fund Operations: A Decade of Supporting Poverty Reduction in the 
Asia and Pacific Region. Manila: ADB
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assessments at the project, sector 
and country levels, appropriate 
actions to address identified risks, and 
postcompletion monitoring. More 
attention for impact evaluations within 
ADB would also help, and there has 
been a start on this. IED’s recent study 
‘Managing for Development Results’, 
with recommendations accepted by ADB 
Management, gives further pointers.

Lack of institutional capacity in ADF 
countries is substantially affecting 
project performance.  Past support 
for capacity development has not 
always achieved the envisaged 
levels of institutional capability or 
change. Capacity constraints are 
particularly severe at subnational 
levels. Country-level evaluations have 
found that ADB did not systematically 
assess institutional capacity and 
capacity constraints or use a capacity 
development strategy to guide its 
assistance. The majority of capacity 
development efforts involved the 
provision of one-off technical assistance 
rather than holistic approaches 
addressing the institutional context. 

A more holistic approach is required, 
focusing explicitly on inclusive growth. 
Not only are the results of individual 
projects and their sustainability 
important; also vital are their 
complementarities within and across 
sectors—and with reforms in policies, 
administration and governance. For 
example, the potential socioeconomic 
benefits of new or improved rural roads 
were not always realized in the absence 
of efforts to enhance rural income 
opportunities and improvements in 
education and health facilities and 
environmental services. Infrastructure 
investments should also help address 
lagging MDGs. However, coordination of 
sectoral efforts is preferable to complex 
multi-sector projects with a large 
number of non-core sector components. 

IED conducted case studies of 50 ADF 
VIII–X projects and concluded that they 
did not necessarily have to be targeted 
primarily to the poor. There was little 
difference between the share of 
targeted and general interventions on 
poverty impact.  

The environment increasingly 
constitutes a crucial challenge for Asia 
and the Pacific and new approaches 
need to be tested fast. The share 
of projects with environmental 
sustainability objectives increased 
from 8% in ADF VIII to 34% in ADF X. 
Work is ongoing in ADB on several 
environmental initiatives related to 
climate change, clean air in Asian cities, 
energy efficiency, sustainable transport, 
and the nexus between environment 
and poverty. Unfortunately, as these 
initiatives are fairly new, it is too early to 
fully assess their results. IED produced 
two evaluation knowledge briefs in 
this area: a 2009 IED study on the 
greenhouse gas implications of ADB’s 
energy operations and a 2010 study 
on reducing carbon emissions from 
transport projects. Management agreed 
to the recommendations, leading to 
action plans. 

ADF plays an important part in 
ADB’s ambitious agenda on regional 
cooperation and integration (RCI). ADF 
IX donors provided essential support 
for this agenda by setting aside 5% 
of ADF IX resources for RCI initiatives, 
and ADF X donors increasing that to 
10%. ADF operations addressing RCI 
increased from 7% in ADF VIII to 31% in 
ADF X. IED’s 2008 evaluation of ADB’s 
regional cooperation assistance program 
in the Greater Mekong Subregion 
rated it successful and recommended 
that ADB could further improve by 
(i) emphasizing the additionality in 
regional benefits during the design 
and implementation of subregional 
projects; (ii) engaging in greater policy 
dialogue; (iii) supporting policy and 

procedural reforms to ease ”software” 
constraints to derive greater regional 
benefits from investments in “hardware,” 
and (iv) paying more attention to results 
formulation, monitoring of progress, and 
cost effectiveness. IED’s recent validation 
of the South Asia Regional Cooperation 
Partnership Strategy (2006–2008) 
Completion Report confirmed ADB’s 
partly satisfactory rating. It highlighted 
that concessional resources should be 
used to mobilize other funding sources. 

ADF needs to continue its special 
attention for fragile countries and 
situations. IED evaluated ADB’s 
approach to fragile countries and 
situations (FCAS) in 2010. The projects 
in FCAS were rated borderline effective. 
However, there were some successes 
from using sector wide approaches 
and private sector partnerships. The 
IED study concluded that the FCAS 
approach enabled ADB to provide 
timely assistance to FCAS countries. 
ADB needs to devise a differentiated 
approach to engage in FCAS, 
depending upon the nature of conflict, 
fragility, and varying conditions in the 
countries. 

Flexibility is crucial if the ADF is to be 
able to play a role in mitigating the 
effects of the global economic and 
financial crises. The crisis of 2008–2009 
affected nearly two-thirds of Asia’s 
developing countries, a majority of them 
ADF countries. There is no mechanism 
to support responses to economic crises 
in ADF countries. ADB responded to the 
2008–2009 crisis with an allocation out 
of the ADF commitment authority of 
$400 million to help the most fiscally 
stretched ADF-only countries. In 
addition, front-loading of up to 100% of 
their allocation for 2009–2010 provided 
further relief. However, the countries 
most affected received relatively less 
additional resources, in part due to the 
inflexibility in ADF’s performance-based 
allocation.
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Learning Lessons is a synthesis of key evaluative lessons drawn 
from the experience of ADB operations and non-ADB sources. 
Lessons presented in this brief are not prescriptive, and users are 
advised to carefully review these lessons in the context of country, 
sector, and thematic conditions.
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Conclusions 

Although the ADF financed only a small 
share of developing member countries’ 
investment expenditures, ADF has likely 
contributed to economic growth by 
helping them (i) improve connectivity 
through transport investments; (ii) 
increase the level and reliability of power 
supplies; (iii) develop legal, regulatory, 
and institutional frameworks for finance 
and commerce; and (iv) increase 
agricultural production. This track record 
is an encouraging context for financing 
development efforts. 

But the circumstances of ADF countries 
also call for much stronger effort to 
encourage inclusive and sustainable 
development. Investments need 
to be better geared towards the 
enhanced access of smaller enterprises 
to investments; improved urban, 
social, and environmental services; 
increased rural connectivity and 
electrification; and enhanced economic 
participation. Greater capacity to carry 
out development efforts is an ultimate 
goal, while a stronger results orientation 
remains vital for ensuring a feedback 
loop for stronger performance.  

Recommendations

n  Seek additional financing for ADF 
operations, particularly for ADF-
only countries, to further reduce 
poverty (income and non-income) 

and enable them to better cope 
with vulnerabilities.

n  Increase education, rural 
infrastructure, water and 
sanitation, and environment 
operations to help achieve related 
non-income MDG targets. 

n   Base ADF capacity development 
initiatives on results-oriented 
strategies for counterpart 
institutions in key sectors. Avoid 
one-off technical assistance and 
address cross-sector issues, the 
sector policy environment, legal 
or regulatory powers, financial 
resources, and staff incentives.

n   Strengthen ADF operations 
through the adequate allocation 
of technical assistance to improve 
project design and country 
institutional capacity. Investigate 
the implications of the recent 
decrease in technical assistance 
allocations relative to financial 
assistance for country-level project 
preparation and advisory services.

n   Improve ADF operations by 
adopting a proactive, holistic 
approach to addressing 
sustainability concerns in country 
strategies and programs: (i) identify 
and mitigate risks to project 
sustainability during programming; 
(ii) pay more attention to the risks 

to sustainability of outputs and 
outcomes and their mitigation 
during implementation; and 
(iii) undertake post-completion 
monitoring of selected projects 
and programs.

References

Independent Evaluation Department 
(IED). 2011. Special Evaluation 
Study: The Asian Development Fund 
Operations: A Decade of Supporting 
Poverty Reduction in the Asia and 
Pacific Region. Manila: ADB.

IED. 2011. Special Evaluation Study: 
Managing for Development Results. 
Manila: ADB. 

IED. 2010. Special Evaluation Study: 
Post-Completion Sustainability of ADB-
Assisted Projects. Manila: ADB.

IED. 2009. Evaluation Knowledge Brief: 
Greenhouse Gas Implications of ADB’s 
Energy Sector Operations. Manila: ADB.

IED. 2010. Evaluation Knowledge Brief: 
Reducing Carbon Emissions from 
Transport Projects. Manila: ADB

IED. 2008. Regional Cooperation 
Assistance Program Evaluation: Greater 
Mekong Subregion—Maturing and 
Moving Forward. Manila: ADB.


