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Review of the 1998 Graduation Policy of the Asian 
Development Bank 
 
1. The Board discussed the paper and endorsed the general thrust of the review, which is 
that the 1998 graduation policy continues to be valid but requires certain revisions to enhance 
the implementation of the policy. 
 
2. Most Directors supported using the term “creditworthiness” instead of the current “debt 
repayment capacity”. A few Directors expressed some reservation with respect to the use of 
“lack of creditworthiness”, since this term could have a negative connotation and affect a DMC’s 
access to the international capital market. A few Directors urged Management to carefully 
examine the implication of disclosing creditworthiness information in finalizing the paper. Some 
Directors noted that ADB should obtain the consent of the DMCs concerned prior to the 
disclosure of any creditworthiness information. 
 
3. Most Directors supported the improved methodology for creditworthiness assessment.  
A few Directors indicated that the proposed methodology should give adequate consideration to 
quantitative indicators and should include other factors, such as size of the economy, 
vulnerability to environmental risks and disasters, and country risk assessments by other 
organizations such as the OECD export credit agency and the Economist Intelligence Unit. A 
few Directors commented on the proposed composition of the committee for creditworthiness 
assessment. A few Directors noted that ADB needs to continue providing assistance to 
strengthen the statistical capacity of DMCs.    
 
4. Most Directors endorsed using a three-tier country classification system: (Group A [ADF-
only]; Group B [blend]; and Group C [OCR-only]). Many Directors welcomed the simplification of 
the country classification system and alignment with the World Bank. However, a few Directors 
expressed concern over the fact that this may result in a lower level of ADF and a higher level of 
OCR resources in formerly Group B1 borrowers that may increase ADB’s risk exposure in these 
DMCs. 
 
5. Many Directors supported delegating decisions on country classification to Management, 
although some Directors considered that the decisions on country classification should be 
submitted to the Board for approval on a no-objection basis. Most Directors welcomed the 
Chairman’s statement whereby Management would submit information to the Board well in 
advance of the planned effectivity of changes in country classification. Some Directors indicated 
that ADB should consult with DMCs concerned with regard to any change in country 
classification. A few Directors requested clarification on the Board’s power to change 
Management’s decision on country classification. 
 
 




