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GRADUATION FROM REGULAR SUPPORT: COMPARATIVE ANALYSIS 

 

 

 

 

A. Introduction 

 

1. This comparative analysis covers the policy of the Asian Development Bank (ADB) on graduation 

from regular assistance and compares it with policies and practices at other multilateral banks. It aims 

to provide an overview of current graduation policies at other multilaterals for ADB to consider in 

developing a strategy for middle-income countries (MICs).  

 

B. Context 

 

2. Graduation involves a change in a client country’s status and eligibility for assistance from a 

multilateral and is a consequence of a country’s development maturing in a manner consistent with a 

given multilateral’s purpose.  

 

3. Based on an established set of criteria, some multilaterals have graduation policies that guide 

and facilitate a country’s movement from a lower development classification (where concessionary 

loans and grant assistance are provided) to a higher classification (involving regular assistance and non-

concessionary finance). Additionally, there is an implied understanding that client countries could also 

graduate from regular assistance entirely at some point. 

 

4. The key challenge facing multilaterals in formulating and implementing relevant graduation 

policies is the continuously evolving global economic environment. Client countries are sensitive to 

worldwide price shocks, debt crises, universal economic slowdowns, natural calamities, and disruptive 

innovations. Development progress can reverse, pulling prospective graduates and actual graduates 

below income and other eligibility thresholds. Development reversal is the key challenge to successful 

and sustained graduation. The issue for regular graduation is not whether a multilateral attains its aim 

or goal, but rather the likelihood that a client country will not experience a reversal after crossing 

relevant triggering thresholds. 

 

5. This document discusses (i) the current policy and criteria for graduation from regular 

assistance from ADB, (ii) the graduation policies of other multilaterals, and (iii) the differences between 

the two.  

 

C. Graduation from Regular ADB Assistance 

 

1. ADB Articles of Agreement and Explicit Graduation Clause 

 

6. ADB’s purpose, as articulated in the Agreement Establishing the Asian Development Bank (ADB 

Charter), has been used to formulate and guide ADB’s graduation policy. ADB’s explicit purpose is (i) to 

foster economic growth and cooperation in Asia and the Pacific region, and (ii) to accelerate economic 

development of the developing member countries in the region, collectively and individually.
1

 ADB’s 

Charter further provides that, in financing the development of its client countries, ADB will pay due 

regard to their ability to obtain financing from elsewhere on terms and conditions that ADB considers 

reasonable for the recipient, 

 

                                                           
1
 ADB. 1966. Agreement Establishing the Asian Development Bank. Manila. 
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and that ADB will pay due regard to the borrower’s capacity to service ADB loans.
2

 Once a client 

country has reduced its dependence on official assistance and has reliable access to commercial capital 

on reasonable terms, it may graduate from regular ADB assistance.
3

 

 

7. In carrying out the requirement to pay regard to the ability of the borrower to obtain financing 

elsewhere on reasonable terms, and to the borrower’s capacity to service ADB loans, ADB uses two 

specific criteria to classify its client countries: (i) gross national income (GNI) per capita, and  

(ii) creditworthiness (footnote 3). Table 1 presents a matrix of multilateral bank charters.  

Table 2 details the client country classification and graduation criteria of ADB and other MDBs.  

 

2. ADB Classification 

 

8. ADB uses the World Bank’s GNI per capita estimates based on the Atlas method. The 

creditworthiness of developing member countries is assessed by a credit worthiness assessment 

committee in accordance with the graduation policy.
4

 A classification takes place at the time a country 

joins ADB, and is reviewed during country partnership strategy formulation, or when economic 

conditions in that country warrant it. 

 

3. Applying Criteria for Graduation from Regular ADB Assistance 

 

9. ADB formulated its graduation policy and criteria in 1998.
5

 The criteria, as updated, for 

graduation from regular ADB assistance are the same as those for individual country classification (GNI 

per capita
6

 and creditworthiness), plus a third requirement, the attainment of a certain level of 

development by key economic and social institutions. When the client country reaches the GNI per 

capita benchmark, ADB analyzes its readiness for graduation. It is understood that countries reaching 

the graduation threshold may differ in the extent of their progress toward developing key institutions 

for economic and social development (footnote 3). Hence, ADB takes a flexible approach to 

determining the pace of graduation. 

 

10. Graduation from regular ADB assistance involves close consultation with the client country 

government, with variations according to country-specific conditions. Direct ADB private sector 

investment in graduated countries ceases. 

 

11. Five ADB members have graduated from ADB regular assistance since ADB formulated its 

graduation policy in 1998. These include Hong Kong, China; Republic of Korea; Singapore; and 

Taipei,China.
7

 The 1998 eligibility criteria were immediately applied to each of those countries in the 

graduation formulation document itself. There is no evidence of consultations having taken prior to the 

announcement of their immediate graduation. However, there is also no evidence that any of the 

graduated members contested the finding of eligibility and subsequent graduation from regular 

assistance. In August 2016, ADB classified Brunei Darussalam as a graduate developing member 

country.
8

 

                                                           
2
 The ADB Charter also provides that ADB should have special regard to the needs of smaller or less developed member 

countries in Asia and the Pacific. This clause provided the rationale for the establishment of the Asian Development Fund, 

ADB’s concessional financing window. 

3
 ADB. 2013. Operations Manual Section A1, Bank Policies. Manila. 

4
 The ADB creditworthiness assessment committee consists of representatives of Office of Risk Management, Treasury 

Department, Economic Research and Regional Cooperation Department, and Strategy and Policy Department. It is chaired by 

the Strategy and Policy Department. 

5
 ADB. 1998. A Graduation Policy for the Bank’s DMCs. Manila. 

6
 ADB uses the benchmark of the International Bank for Reconstruction and Development of $7,115 in 2012 US dollars. The 

benchmark is updated periodically. 
7
 All four members graduated in 1998 upon immediate recognition by ADB Management that the criteria for graduation had 

been met (ADB. 1998. A Graduation Policy for the Bank’s Developing Member Countries. Manila). Hence, the 1998 graduation 

policy itself effectuated the graduation of the four graduated members. 

8
 Brunei Darussalam joined ADB on 27 April 2006. In 2008, it accepted a $600,000 reimbursable technical assistance for capital 

market development. After this, no other ADB assistance was accepted.  
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12. ADB’s graduation policy does not signify the termination of a country’s relationship with ADB. 

The policy provides for ways in which ADB and a graduated country can cooperate. Among others, ADB 

may provide expert services and technical assistance (on a reimbursable basis) as requested and if 

available. ADB may also contribute to the development of capital markets of its graduated client 

country. A transfer of technology may be arranged between the graduated country and other client 

countries. Cofinancing opportunities with ADB may arise. ADB may promote private-to-private flows 

from graduated countries to other client countries. Graduated countries may be involved in subregional 

cooperation. In the event of an economic crisis, emergency assistance is available to graduated 

countries.  

 

D. Graduation from Regular Assistance at other Multilateral Banks 

 

13. This section focuses on graduation from regular assistance at the International Bank for 

Reconstruction and Development (IBRD), the Inter-American Development Bank (IADB), the African 

Development Bank (AfDB), and the European Bank for Reconstruction and Development (EBRD). 

 

1. Graduation from Regular International Bank for Reconstruction and Development 

Assistance 

 

14. IBRD’s purpose as articulated in the Agreement Establishing the International Bank for 

Reconstruction and Development (IBRD Charter) are to (i) assist in the reconstruction and development 

of member countries, (ii) promote private foreign investment and provide private capital when 

unavailable on commercially reasonable terms, (iii) promote sustainable growth, (iv) pay due regard to 

project urgency for prioritizing loans, and (v) conduct its operations with due regard to the effect of 

international investment on business conditions in member countries. Countries are eligible to borrow 

from IBRD until they (i) are able to obtain financing under reasonable conditions, and (ii) have reached 

a sufficiently advance level of development.
9

 Graduation from IBRD regular assistance is rooted in the 

IBRD Charter. 

 

15. IBRD uses two criteria to classify its client countries. These are the same as ADB’s, GNI per 

capita, and creditworthiness. The evaluation of creditworthiness is based on broad components of 

political risk, external debt and liquidity, fiscal policy and public debt burden, balance of payment risks, 

economic structure and growth prospects, monetary and exchange rate policy, financial sector risks, 

and corporate sector debt. 

 

16. IBRD does not have an automatic graduation rule. Graduation is negotiated on a case-by-case 

basis. The same criteria for client country classification are used to assess graduation readiness. 

Graduation from IBRD regular assistance requires a review of GNI per capita above a minimum 

threshold,
10

 creditworthiness, level of development by key economic and social institutions, capacity to 

sustain long-term development without further recourse to IBRD’s financial resources, institutional 

development,
11

 and measures of economic vulnerability. Executive directors have the authority to 

graduate a country involuntarily.
12

  

 

17. Graduation from regular IBRD assistance, as at ADB, involves close consultation with the 

borrower. Several countries have graduated from IBRD assistance since the mid–1990s, including 

Hungary, Republic of Korea, and Latvia. Although IBRD has a long history of graduation from regular 

resources, reverse graduation has occurred,
13

 and some countries have received emergency support.
14

 

                                                           
9
 IBRD. 1944. Articles of Agreement. Washington, DC. 

10
 The IBRD GNI per capita benchmark for graduation eligibility is $7,115 in 2012 US dollars, and is updated periodically. 

11
 Institutional development is measured by indicators from the International Country Risk Guide and Freedom House. 

12
 J. C. Heckelman et al. 2011. Crossing the Threshold: An Analysis of IBRD Graduation Policy. Washington, DC. Citing Ibrahim F.I. 

Shihata. 2000. The World Bank Legal Papers. The Hague: Martinus Nijhoff Publishers. 

13
 For example, Iraq, which graduated in 1973 and began borrowing on a regular basis since 2003.  
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2. Graduation from Regular Inter-American Development Bank Assistance 

 

18. IADB’s purpose as stated in the Agreement Establishing the Inter-American Development Bank 

(IADB Charter) is to contribute to the acceleration of the process of economic and social development 

of the regional developing member countries, individually and collectively. IADB employs several criteria 

to assess its level of assistance to its client countries: (i) population size, (ii) GNI per capita, (iii) debt-

service ratio, and (iv) IADB’s country institutional and policy evaluation index. 

 

19. IADB does not have a policy or framework for graduation from regular assistance. In 1982, a 

United States Treasury report recommended that IADB adopt a graduation policy for regular assistance. 

Specifically, the report recommended that borrowing countries be “graduated,” i.e., made ineligible for 

further loans once their economies reached a certain level of development (measured by GNI per 

capita). However, no such policy was ever adopted. IADB Management makes decisions regarding 

country creditworthiness and the prudence of extending lending from ordinary resources on a case-by-

case basis, but it has made no determination on ineligibility to borrow based on too high GNI per 

capita. No IADB client countries have graduated from IADB regular assistance. 

 

3. Graduation from Regular African Development Bank Assistance 

 

20. AfDB’s purpose as articulated in the Agreement Establishing the African Development Bank 

(AfDB Charter) is to contribute to the sustainable economic development and social progress of its 

regional members individually and jointly. AfDB uses two criteria for classifying member countries (GNI 

per capita and creditworthiness to sustain IBRD financing), and does not have a policy or framework for 

graduation from regular assistance. 

 

4. Graduation from European Bank for Reconstruction and Development Assistance 

 

21. EBRD’s purpose as provided in the Agreement Establishing the European Bank for 

Reconstruction and Development (EBRD Charter) is to foster the transition towards open market-

oriented economies and to promote private and entrepreneurial initiative in the Central and Eastern 

European countries committed to and applying the principles of multiparty democracy, pluralism, and 

market economics. The criteria employed by EBRD in assessing a country’s eligibility to borrow from 

EBRD resources is limited to Central and Eastern European countries transitioning to an open-market 

economy, countries of the Southern and Eastern Mediterranean, and Mongolia.  

 

22. EBRD aims to assist countries in receipt of its finance in progressing towards graduation, which 

is assumed when (i) all relevant transitions have been completed, (ii) when there is no more need for 

EBRD lending, and (iii) and EBRD’s investments have been fully securitized. There are no criteria in the 

EBRD policy or framework that signal when all transitions have been accomplished for a country. 

Evidence of European Union membership and sufficiently high GDP per capita are not, alone, grounds 

to discontinue EBRD financing in a particular country.  

  

                                                                                                                                                                                           
14

 After graduation in 1995, the Republic of Korea borrowed heavily from IBRD in 1998 and 1999. It was removed from 

Development Assistance Committee’s list of official development assistance recipients in 2000. 
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E. ADB’s Graduation Policy and Those of and other Multilateral 

Development Banks 

 

23. Only ADB and IBRD appear to have charters that have been legally interpreted as requiring a 

member’s graduation from regular assistance. These graduation requirements appear to be based in 

both institutions’ explicit purpose as provided in their charters. ADB and IBRD assistance has been 

interpreted as finite—in other words, at some point in time client countries of each will cease needing 

support from the respective institution, because the purpose for providing assistance is deemed no 

longer relevant. 

 

24. It appears that no other multilateral bank has a charter purpose that has been legally 

interpreted as requiring explicit or implicit graduation from regular assistance. Neither the IADB nor 

AfDB charters has been interpreted as implying that graduation from regular assistance is or will be 

required. Hence, neither has graduation from regular assistance policies or practices. 

 

25. EBRD, on the other hand, appears to have a chartered purpose implicitly requiring graduation 

after the transitions listed in the Charter have been concluded. However, in the absence of explicit 

criteria to carry out completed transitions, it is difficult, if not impossible, to ascertain a point in time 

where or when transition assistance is no longer needed. 

 

26. Two new banks, the Asian Infrastructure Investment Bank and the New Development Bank have 

charters that do not imply any need for graduation. With purpose clauses such as “create wealth and 

improve infrastructure connectivity” and “mobilize resources for infrastructure,” the institutions have 

charters that will never cease to be relevant. 

 

F. The Way Forward  

 

27. The issue with ADB’s policy on graduation from regular assistance is not so much whether the 

criteria for graduation need to change, but whether the graduation policy itself, particularly the implied 

requirement for graduation, is relevant in today’s context. 

 

28. Past experiences with graduation from regular MDB assistance show that, with increased 

interconnectedness and continuously evolving global and regional economic contexts prone to price 

shocks and universal economic slowdowns, ADB’s graduation policy as formulated in the 1998 global 

context may no longer be relevant. There is a need to re-examine ADB’s chartered purpose, allowing for 

interpretation in the broad sense, as the 1998 interpretation appears too narrow. Five years seem too 

short to properly assess a country’s graduation ability. With a continued need for development in the 

region and the region’s sensitivity to economic slowdowns, graduation from ADB regular assistance 

should not be viewed as a requirement, but rather as an indicator of the attainment of sustained high 

economic, social, and institutional maturity. 
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Table 1: Multilateral Bank Charters, Purpose, and Grounds for Graduation 

MDB 

Date of 

Establishment Purpose Charter-Based Graduation Policy 

IBRD 1944 To assist in the reconstruction and development of 

territories of members by facilitating the investment of 

capital for productive purposes, including the 

restoration of economies destroyed or disrupted by 

war, the reconversion of productive facilities to 

peacetime needs and the encouragement of the 

development of productive facilities and resources in 

less developed countries.  

To promote private foreign investment by means of 

guarantees or participations in loans and other 

investments made by private investors; and when 

private capital is not available on reasonable terms, to 

supplement private investment by providing, on 

suitable conditions, finance for productive purposes 

out of its own capital, funds raised by it and its other 

resources.  

To promote the long-range balanced growth of 

international trade and the maintenance of equilibrium 

in balances of payments by encouraging international 

investment for the development of the productive 

resources of members, thereby assisting in raising 

productivity, the standard of living and conditions of 

labor in their territories.  

To arrange the loans made or guaranteed by it in 

relation to international loans through other channels 

so that the more useful and urgent projects, large and 

small alike, will be dealt with first.  

To conduct its operations with due regard to the effect 

of international investment on business conditions in 

the territories of members and, in the immediate post-

war years, to assist in bringing about a smooth 

transition from a wartime to a peacetime economy. 

 

Countries are eligible to borrow 

from IBRD until they (i) are able to 

obtain financing under reasonable 

conditions, and (ii) have reached a 

sufficiently advanced level of 

development. 

IADB 1959 To contribute to the acceleration of the process of 

economic and social development of the regional 

developing member countries, individually and 

collectively. 

IADB does not have a policy or 

framework for graduation from 

regular assistance. In 1982, a 

United States Treasury report 

recommended that IADB adopt a 

graduation policy for regular 

assistance. Specifically, the report 

recommended that borrowing 

countries be “graduated,” i.e., 

made ineligible for further loans 

once their economies reached a 

certain level of development 

(measured by GNI per capita). 

However, no such policy was ever 

adopted. 

 

AfDB 1964 To contribute to the sustainable economic 

development and social progress of its regional 

members individually and jointly. 

None. No history of discussing a 

graduation policy from regular 

assistance. 

 

ADB 1966 The purpose of the Bank shall be to foster economic 

growth and co-operation in the region of Asia and the 

Once a DMC has reduced its 

dependence on official assistance 
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MDB 

Date of 

Establishment Purpose Charter-Based Graduation Policy 

Far East (hereinafter referred to as the "region") and to 

contribute to the acceleration of the process of 

economic development of the developing member 

countries in the region, collectively and individually.  

and has reliable access to 

commercial capital on reasonable 

terms, it may graduate from 

regular ADB assistance (ADB’s 

Graduation Policy). 

 

EBRD 1991 To foster the transition towards open market-oriented 

economies and to promote private and entrepreneurial 

initiative in the Central and Eastern European countries 

committed to and applying the principles of multiparty 

democracy, pluralism, and market economics. Subject 

to the same conditions, the purpose of the Bank may 

also be carried out in Mongolia and in member 

countries of the Southern and Eastern Mediterranean 

as determined by the Bank upon the affirmative vote 

of not less than two-thirds of the Governors, 

representing not less than three-fourths of the total 

voting power of the members.  

EBRD aims to assist its finance 

recipient countries in transitioning 

and progressing towards open 

market-oriented economies until: 

(i) all relevant transitions have 

been completed, (ii) there is no 

more need for EBRD lending 

(additionality), and (iii) EBRD’s 

investments have been fully 

securitized. There are no criteria in 

the EBRD policy or framework that 

signal when all transitions have 

been accomplished for a country.  

 

AIIB 2015 The purpose of the Bank shall be to (i) foster 

sustainable economic development, create wealth, and 

improve infrastructure connectivity in Asia by investing 

in infrastructure and other productive sectors; and  

(ii) promote regional cooperation and partnership in 

addressing development challenges by working in 

close collaboration with other multilateral and bilateral 

development institutions.  

 

None. Purpose not limited to 

development. 

NDB 2015 The purpose of the Bank shall be to mobilize resources 

for infrastructure and sustainable development 

projects in BRICS and other emerging market 

economies and developing countries to complement 

the existing efforts of multilateral and regional 

financial institutions for global growth and 

development. 

 

None. Purpose not limited to 

development. 

ADB = Asian Development Bank; AfDB = African Development Bank; AIIB = Asian Infrastructure Investment Bank; BRICS = Brazil, Russia, 

India, People’s Republic of China, and South Africa; DMC = developing member country; EBRD = European Bank for Reconstruction and 

Development; GNI = gross national income; IADB = Inter-American Development Bank; IBRD = International Bank for Reconstruction 

and Development; MDB = multilateral development bank; NDB = New Development Bank. 

Source: ADB Independent Evaluation Department. 
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Table 2: Graduation from Regular Assistance at Multilateral Banks 

Item ADB IBRD IADB AfDB EBRD 

Criteria used 

for developing 

member 

country 

classification 

GNI per capita 

 

Creditworthiness
a
 

GNI per capita  

 

Creditworthiness  

Population size 

 

GNI per capita 

 

Debt service 

ratio 

 

Portfolio 

performance 

 

IADB’s Country 

Institutional 

and Policy 

Evaluation 

index 

 

GNI per capita 

 

Creditworthiness 

to sustain IBRD 

financing 

Central and 

Eastern 

European 

countries 

transitioning 

to an open 

market 

economy 

Graduation 

Type 

From concessionary 

funding to regular 

assistance 

 

From regular 

assistance 

 

From concessionary funding 

to regular assistance 

 

From regular assistance 

None
b
 From 

concessionary 

funding to 

regular 

assistance (or 

blend of the 

two) 

None 

Regular 

Assistance 

Graduation 

Criteria 

No less than 5 years 

after crossing IBRD 

(World Bank) GNI 

per capita cut-off 

of $7,115
c
 in 2012 

US dollars 

 

Available 

commercial capital 

flows on 

reasonable terms 

 

Attainment of a 

certain level of 

development by 

key economic and 

social institutions 

 

A flexible approach 

to determining 

pace of graduation 

Generally, there has been an 

average 3-year lag between 

crossing the income 

threshold (currently $7,115) 

and graduation since 1990. 

The income threshold is 

simply a trigger for the 

beginning of discussions on 

graduation 

 

Level of development and 

overall economic situation 

 

Capacity to sustain long-

term development without 

further recourse to the 

Bank’s financial resources 

 

Access to external capital 

markets on reasonable 

terms 

 

Institutional development 

(as measured by indicators 

from the International 

Country Risk Guide and 

Freedom House) increases 

probability of graduation 

 

Measures of economy’s 

vulnerability 

 

None None None 
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Item ADB IBRD IADB AfDB EBRD 

Regular 

Assistance 

Graduation 

Policy 

 

No explicit formula 

 

Stems from the 

ADB Charter 

 

Once a DMC has 

reduced its 

dependence on 

official assistance 

and has reliable 

access to 

commercial capital, 

it may graduate 

from regular ADB 

assistance. 

 

No explicit formula 

 

Executive Directors have the 

authority to graduate a 

country involuntarily
d
 

 

Stems from IBRD Articles of 

Agreement 

 

Countries remain eligible to 

borrow from IBRD until:  

 

They are able to borrow 

under reasonable 

conditions; and they have 

reached a sufficiently 

advanced level of 

development. 

 

Not applicable. Not applicable. Not 

applicable. 

Consequences 

of Graduation 

from Regular 

Assistance 

Direct private sector 

investment by ADB 

in graduated DMCs 

would cease 

 

Direct lending by IBRD 

would cease 

Not applicable. Not applicable. Not 

applicable. 

Incidents and 

Effectuation 

Documentation 

ADB graduated 

members 

 

Hong Kong, China 

 

Republic of Korea 

 

Singapore 

 

Taipei,China 

Selected graduated 

countries 

 

Asia: 

 

Republic of Korea—No 

documentation. Graduation 

was in 1995, yet Republic of 

Korea borrowed heavily in 

1998 and 1999. It was 

excluded from DAC’s list of 

ODA recipients in 2000, and 

joined the OECD-DAC group 

of aid donors in 2010. 

 

Americas: 

 

Trinidad and Tobago—No 

documentation. 1984 actual 

graduation, yet it borrowed 

again from the IBRD in 1990 

 

Europe: 

 

Slovenia—No 

documentation. 2004 actual 

graduation. 

 

Czech Republic—No 

documentation. 2005 actual 

graduation 

 

Hungary—No 

documentation. 2007 actual 

graduation, yet returned to 

IBRD for financing in 2008 

after the financial crisis 

 

Not 

applicable—no 

graduation 

Not applicable—

no graduation 

Not 

applicable—

no 

graduation 
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Item ADB IBRD IADB AfDB EBRD 

Latvia—No documentation. 

2007 actual graduation, yet 

returned to IBRD for 

financing in 2008 after the 

financial crisis 

 

Official 

Reversal Policy 

 

None  None—but, in practice 

reversal has taken place. 

Not applicable. Not applicable. Not 

applicable. 

ADB = Asian Development Bank, AfDB = African Development Bank, DMC = developing member country, EBRD = European Bank for 

Reconstruction and Development, GNI = gross national income, IADB = Inter-American Development Bank, IBRD = International Bank for 

Reconstruction and Development, ODA = official development assistance, OECD-DAC = Development Assistance Committee of the 

Organisation for Economic Co-operation and Development.  

a
 The ADB creditworthiness assessment committee consists of representatives of Office of Risk Management, Treasury Department, Economic 

Research and Regional Cooperation Department, and Strategy and Policy Department. It is chaired by the Strategy and Policy Department. 

b
 IADB has an informal process of assessing the needs of its member countries for assistance. It does not have a formal graduation policy. 

c
 Updated periodically (usually annually). 

d
 J. Heckelman et al. 2011. Crossing the Threshold: An Analysis of IBRD Graduation Policy. Washington, DC citing I. Shihata 2000. The World 

Bank Legal Papers. The Hague: Martinus Nijhoff Publishers (see Chapter 19).  

Source: Independent Evaluation Department. 

 


