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I. ACCESS TO ADF RESOURCES 

1. On 26 July 2012, the Board of Governors adopted resolution No. 357 on the tenth 
replenishment of the ADF (ADF XI) and the fifth regularized replenishment of the Technical 
Assistance Special Fund. During the replenishment negotiations, donors recognized that positive 
developments were taking place in Myanmar. The ADF XI donors’ report noted that donors 
agreed that ADB should closely monitor the evolving situation in Myanmar and consult them on 
possible reengagement once the situation is considered conducive to ADF support.1  
 
2. Since the conclusion of the ADF XI replenishment negotiations, the Government of 
Myanmar has taken significant steps to move the country toward a new system and an economy 
based on market principles, as described in the recent interim country partnership strategy for 
Myanmar.2 With these developments, the situation is now considered conducive to a resumption 
of ADF operations in Myanmar. Myanmar’s development and poverty reduction challenges are 
substantial and will require considerable external assistance. 
 
3. In July 2012, ADB Management requested ADF donors to favorably consider a proposal 
to grant Myanmar access to ADF XI resources. Most ADF donors strongly support ADB’s 
reengagement with Myanmar, and none objected to granting access to ADF resources.  

 
II. INITIAL SPECIAL ADF ALLOCATION 

4. Allocations of ADF resources are normally determined in accordance with the ADB’s 
Policy on Performance-Based Allocation of Asian Development Fund Resources (PBA policy).3 
To determine allocation size, the formula of the PBA policy takes into account a country’s ratings 
in country performance assessments, which entail a rigorous review to ensure consistency across 
countries.  
 
5. Accurate and reliable socioeconomic data are scarce in Myanmar. In the absence of 
sufficient data for the country performance assessment, it is difficult to apply the formula of the 
PBA policy to determine the ADF allocation to Myanmar. At the same time, Myanmar faces 
enormous development challenges following a long period without comprehensive assistance 
from the international community. Strong and timely financial commitments are crucial to creating 
a foundation for inclusive economic development and maintaining reform momentum in 
Myanmar.  
 
6. In July 2012, ADB Management consulted ADF donors on a special ADF allocation to 
Myanmar under ADF XI in an amount to be determined by ADB’s Board of Directors. Donors 
generally supported the special allocation to Myanmar, while some requested further elaboration. 
They asked for more information on ADB’s medium-term operational program and associated 
resource requirements before they decide on the size of the special allocation. However, such 
resource requirements can only be assessed with further economic and sector work, as well as 
clear government priorities and partnership arrangements with other development agencies. At 
the same time, an early resumption of ADF operations is essential to demonstrate ADB’s 
commitment to supporting the ongoing reform process. In response to this unique situation, ADB 
Management proposed in August 2012 a sequential approach to the special ADF allocation: (i) an 
initial special allocation, and (ii) a subsequent special allocation. No ADF donors objected to this 
approach. 

                                                           
1
  ADB. 2012. Asian Development Fund XI Donors’ Report: Empowering Asia’s Most Vulnerable. Manila.  

2
  ADB. 2012. Interim Country Partnership Strategy: Myanmar, 2012–2014. Manila. 

3
  ADB. 2008. Refining the Performance-Based Allocation of Asian Development Fund Resources. Manila; ADB. 2004. 

Review of the Asian Development Bank’s Policy on the Performance-Based Allocation of ADF Resources. Manila; 
and ADB. 2001. Policy on Performance-Based Allocation for Asian Development Fund Resources. Manila. 



2 

 
7. The proposed initial special allocation is SDR 372,138,000, equivalent to the additional 
ADF commitment authority that will be created by the reflow of ADF resources from Myanmar 
through the clearance of its arrears with ADB. The initial special allocation to Myanmar will not 
reduce allocations to other ADF recipient countries.  
 
8. The initial special allocation will be used to support policy-based lending. 4  The 
policy-based lending will focus on priority areas of public sector management reform and will help 
establish an environment conducive to subsequent investment operations.5 It will also help the 
government to repay the bridge loan which will be provided by a third party for arrears clearance.  
 
9. The subsequent special allocation will be determined later. ADB Management will 
generally follow the International Development Association’s framework which defines a 
methodology to allocate resources to reengaging countries before their allocations can be fully 
integrated into the performance based allocation system.6 ADB Management will propose the 
subsequent special allocation for Board consideration in 2013.  
 

III. RECOMMENDATION 

10. The President recommends that the Board of Directors approve  
(i) Myanmar’s access to ADF XI resources, and  
(ii) an initial special allocation of ADF resources to Myanmar under ADF XI in the 

amount of SDR 372,138,000 as an exception to the PBA policy. 
 

                                                           
4
  The policy-based lending will follow ADF policy-based loan terms in accordance with ADB’s framework for ADF 

grants. 
5
 ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan to 

Republic of the Union of Myanmar: Support for Myanmar’s Reforms for inclusive Growth. Manila 
6
  IDA. 2010. IDA’s Performance Based Allocation System: Review of the Current System and Key Issues for IDA16. 

Washington D.C.   




