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In preparing any country program or strategy, financing any project, or by making any 
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Asian Development Bank does not intend to make any judgments as to the legal or other status 
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EXECUTIVE SUMMARY 
 

Despite continuing improvements, the development context of the current 17 
concessional assistance (CA)-only countries of the Asian Development Bank (ADB), which 
potentially qualify for grant assistance, remains highly challenging. Absolute poverty has 
declined, but the number of vulnerable in CA-only countries has doubled between 1990 and 
2012. Countries categorized as fragile and conflict-affected situations (FCAS) are particularly 
susceptible to economic and natural setbacks, and suffer from critical governance and 
institutional capacity gaps. By calling for an end to poverty, hunger, and other challenges, the 
new Sustainable Development Goals (SDGs) highlight the large gaps that CA-only countries 
have to overcome to achieve these goals and improve the quality of lives. 

 
The short-term economic growth prospects of CA-only countries are being constrained 

by slower growth in major trading partners, the impact of natural hazards, and lower remittances 
and public spending in some countries. Growth in CA-only countries is expected to rebound in 
the medium-term during the Asian Development Fund (ADF) 12 period, 2017–2020, driven by 
stronger performances of some relatively larger economies such as Afghanistan, Kyrgyz 
Republic, and Nepal. Nevertheless, the economic momentum in several small Pacific island CA-
only countries will remain constrained by structural challenges, including remoteness, high costs 
of doing business, vulnerability to shocks, and institutional capacity constraints. 
 

The debt sustainability outlook for CA-only countries shows their continuing vulnerability 
to economic shocks. As a result, the number of CA-only countries that may have to cope with a 
heightened risk of debt distress could increase during the ADF 12 period. FCAS countries will 
continue to face higher risks of debt distress than CA-only countries overall. At the same time, 
some CA-only countries are expected to improve from a high to a moderate debt distress 
outlook. Overall, the number of CA-only countries at moderate risk is likely to increase, while the 
number of countries at both high and low risk is expected to decrease during the ADF 12 period. 

 
With the projected changes in the debt distress of countries classified as CA-only, the 

demand for country grant allocations could rise to as much as $2 billion during the ADF 12 
period—43% higher than the $1.4 billion proposed under the baseline scenario at the first ADF 
12 replenishment meeting. This potential additional demand underscores the importance of the 
grant reserve established to respond to changes in debt distress.  
 

Grants will remain essential in financing development in eligible CA-only countries 
because of their continued weak repayment capacity and fragile debt sustainability. Grants will 
also remain important to support regional public goods and disaster resilience, areas in which 
CA countries typically underinvest because of market failures. Eligible countries will also need 
grants to contribute to the much larger scale of financing they require to meet the SDGs. 
 

ADB will use its resources and grant financing from donors to support inclusive and 
sustainable development in CA-only countries. This support will focus on seven thematic 
priorities: (i) mainstreaming gender in operations, (ii) addressing FCAS, (iii) promoting food 
security, (iv) strengthening private sector development, (v) improving governance and 
capacities, (vi) enhancing preparedness and response to climate change and natural disasters, 
and (vii) supporting other regional public goods. 

 
To implement these priorities, sustainable infrastructure development will continue to be 

a mainstay of ADB’s operations, encompassing investments in clean energy, sustainable 
transport, water, and urban development. ADB will expand its social sector development 
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interventions to complement its support for infrastructure and to deepen the inclusiveness of its 
overall assistance in CA-only countries. Such support will be manifested in education and health 
operations, as well as in social protection. 

 
ADB will deliver a strong program of assistance in CA-only countries in these areas and 

will continue to strengthen the development effectiveness of its operations to achieve even 
better results during the ADF 12 period. 

 
 

 
 
 

 
 



    
 

I. INTRODUCTION 

1. This paper is in response to a request from donors at the first Asian Development Fund 
(ADF) 12 replenishment meeting in October 2015 for the background development context of 
the current 17 concessional assistance (CA)-only countries that are potentially eligible for Asian 
Development Bank (ADB) grant assistance.1 It includes the short-term (2015–2016) and 
medium-term (until 2020) economic and debt sustainability outlook for these countries. The 
paper examines the impact of projected changes in debt distress and the potential 
reclassification of CA countries on the demand for grant country allocations.  
 
2. The paper also articulates the role of grants in supporting the development plans and 
priorities of eligible CA-only countries that have limited capacity to repay loans and that 
underinvest in regional public goods (RPGs) and disaster resilience. It describes key 
development challenges and financing constraints faced by CA-only countries. Finally, the 
paper discusses ADB’s strategic and operational directions for CA-only countries during the 
ADF 12 period, 2017–2020. 
 
3. Of the 17 CA-only countries, 13 are currently receiving grant assistance (Table 1), 
including 7 that face a high risk of debt distress and receive 100% grant financing from ADB. 
The remaining 6 are at moderate risk of debt distress and receive 50% grant and 50% loan 
financing. 

 
Table 1: List of Concessional Assistance-Only Countries 

100% Grant 50% Grant 0% Grant 
Afghanistana Bhutan Cambodia 
Kiribatia Kyrgyz Republic Lao People’s Democratic Republic 
Marshall Islandsa Solomon Islandsa Myanmara 
Maldives Tajikistan Nepal 
Naurua Tonga  
Samoa Vanuatu  
Tuvalua   

Note: Data in the table as of December 2015. 
a  Fragile and conflict-affected situation (as of 2014). 
Source: ADB. 2013. Classification and Graduation of Developing Member Countries. Operations 
Manual. OM A1/BP. Manila; http://fragilesituations.adb.org 

 
II. ECONOMIC AND DEBT SUSTAINABILITY OUTLOOK FOR CONCESSIONAL 

ASSISTANCE-ONLY COUNTRIES AND DEMAND FOR GRANTS 

A. Economic Outlook 

4. Economic growth prospects. The short-term (2015–2016) economic prospects of the 
17 CA-only countries are being constrained by slower growth in major trading partners, natural 
hazards such as droughts and flooding, and lower remittances and lower public spending in 
some countries. (Appendix 1 presents profiles of individual CA-only countries, including their 
respective economic outlooks.) As a result, the average economic growth of these countries is 
expected to slow to 5.8% in 2015 and 5.9% in 2016 from an average 6.8% growth during 2005–
2014. However, over the medium-term (2017–2020), CA-only countries as a whole are 

                                                
1 CA-only countries are defined as countries that have access only to ADF grants and/or concessional ordinary 

capital resources (OCR) loans (COL). 

http://fragilesituations.adb.org/
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expected to gradually regain strength and get back close to their historical growth path, reaching 
an average growth rate of 6.5% (Table 2). Nevertheless, the growth momentum in several small 
Pacific countries will continue to remain restrained over the medium-term because of their 
structural challenges, including remoteness, high costs of doing business, vulnerability to 
shocks, and institutional capacity constraints. Countries in fragile and conflict-affected situations 
(FCAS), a subgroup of CA-only countries, are expected to grow at 7.1% over 2017–2020 on the 
back of stronger growth in Afghanistan (para. 5) and the largely stable (if somewhat lower) 
medium-term growth prospects of Myanmar. 
 

Table 2: Gross Domestic Product Growth Rates  
(%) 

Country Actual ADOU 2015 
Supplement 

Projections 

 2005–2014 2015 2016 2017–2020 
Afghanistan 8.8 2.5 3.5 4.5 
Bhutan 7.8 5.9 6.9 7.0 
Cambodia 7.6 7.0 7.2 7.0 
Kiribati 1.7 3.0 2.0 2.0 
Kyrgyz Republic 4.3 1.7 2.0 5.2 
Lao PDR 7.6 6.7 7.2 7.5 
Maldives 5.6 3.0 3.1 4.0 
Marshall Islands 1.9 3.5 1.5 1.7 
Myanmar 7.3 8.5 8.5 8.0 
Nauru 4.8 6.8 5.4 2.4 
Nepal 4.1 3.0 1.8 5.0 
Samoa 1.8 1.7 1.9 2.5 
Solomon Islands 6.0 3.0 3.5 4.9 
Tajikistan 6.9 3.5 4.2 5.0 
Tonga 0.7 2.4 2.6 1.8 
Tuvalu 2.3 2.0 2.0 1.2 
Vanuatu 3.9 -1.0 4.5 4.0 
CA-only Weighted Average 6.8 5.8 5.9 6.5 

ADOU = Asian Development Outlook Update, CA = concessional assistance, Lao PDR = Lao People’s 
Democratic Republic. 
Sources: Asian Development Bank (ADB). 2015. Asian Development Outlook 2015 Supplement. Manila 
(December); ADB estimates. 

 
5. The improved medium-term growth prospects for CA-only countries are driven by the 
three relatively large economies in this group―Afghanistan, Kyrgyz Republic, and Nepal. 
Although economic activity is expected to remain slow in Afghanistan in the short-term because 
of low investor and consumer confidence and continued security problems, growth is expected 
to accelerate to 4.5% as the situation improves in the medium-term. Growth in the Kyrgyz 
Republic is expected to pick up significantly in the medium-term as it profits from the recent 
Eurasian Economic Union integration, but this will happen only after a period of adjustment and 
in line with the pace of recovery of the Russia Federation’s economy. Nepal is expected to post 
5% growth during 2017–2020 as it recovers from the impacts of the catastrophic earthquake in 
April 2015. A rebuilding effort supported by international development partners will help the 
economy regain momentum after a slowdown during 2015–2016. 
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6. Inflation. Largely because of low world energy prices since mid-2014, 10 of the 17 CA-
only countries are expected to see a slower price increases in 2015 and 2016 than in 2014. Yet 
the overall average consumer price index for CA-only countries is projected to grow by 7.2% in 
2015 and 8.3% in 2016, primarily because of accelerating inflation in a few relatively large 
countries, including Myanmar, Kyrgyz Republic, and Tajikistan. In Myanmar, inflation is 
expected to almost double to above 10% in 2015 and 2016 because of disruption to supplies of 
food and other goods caused by flooding as well as the depreciation of the Myanmar kyat 
against the US dollar. Accelerating inflation in the Kyrgyz Republic and Tajikistan is also mainly 
because of the depreciation of their local currencies and the Russian ruble. 
 
7. Balance of payments. For the 17 CA-only countries, the current account balance, as a 
percentage of gross domestic product (GDP), has been in deficit over the past 10 years—
whereas developing Asia2 as a whole has maintained a balance of payments surplus. 
Furthermore, the current deficit for CA-only countries has widened from 3.4% in 2005 to 6.2% in  
2014, and is expected to remain near the current level in 2015 (6.1%) and 2016 (6.2%). Three 
Southeast Asian countries―Cambodia, the Lao People’s Democratic Republic (Lao PDR), and 
Myanmar―are the major contributors to the overall deficit of this group. In all three countries, 
the current account deficit is the result of trade deficits arising from strong demand for imports, 
particularly for capital investments and durable goods. The deficits are mostly financed by 
foreign direct investment and official loans. 
 
B. Debt Sustainability Outlook 

1. Public Debt in Concessional Assistance-Only Countries 

8. Public debt profile. Of the 16 CA-only countries for which data is available, 12 ran fiscal 
deficits during 2007–2014 as they could not collect sufficient revenues to finance their 
expenditures. As a result, they had to rely on government borrowings to plug the deficits. The 
public debt-to-GDP ratio for CA-only countries during 2011–2014 averaged 43%. The debt-to-
GDP ratio for individual CA-only countries ranged from 6.4% on average for Afghanistan to 
86.2% average for Bhutan. Because of the low debt-to-GDP ratios of Afghanistan, Kiribati, and 
Marshall Islands, the average debt-to-GDP ratio of about 31% for FCAS countries during 2011–
2014 was lower than for CA-only countries as a whole. 
 
9. Public debt has two components―external and domestic. External public debt across 
the CA-only countries rose steadily during 2011–2014 and averaged almost 35% of GDP 
(Figure 1). Domestic public debt was broadly stable and averaged 10% of GDP during the same 
period. A notable exception was the Maldives, where domestic public debt rose from 35.6% of 
GDP in 2011 to 44.3% of GDP in 2014 because of expenditure needs in the aftermath of the 
tsunami and spending on social welfare and subsidies. 
 
10. Public debt projections. Latest available forecasts extracted from the joint International 
Monetary Fund–International Development Association (IMF–IDA) debt sustainability analyses 
indicate that, on average, public debt-to-GDP ratios in CA-only countries are projected to grow 
modestly during 2015–2020 (Figure 1). Public external debt is projected to drive this gradual 
increase in overall public debt. From about 35% of GDP, the public external debt-to-GDP ratio is 
projected to rise close to 38% of GDP on average for the same period. Meanwhile, domestic 
debt is projected to remain steady at 10% of GDP on average. 
 

                                                
2 Developing Asia comprises the regional member countries of ADB excluding Australia, Japan, and New Zealand. 
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11. Among individual CA-only countries, only Tuvalu is projected to experience a substantial 
drop in its public external debt-to-GDP ratio during 2015–2020. The external debt-to-GDP ratios 
of the other CA-only countries are projected to either increase or remain steady. Overall public 
debt-to-GDP ratios of individual countries are similarly forecast to increase or remain steady. 
For FCAS countries, debt-to-GDP ratios are expected to remain stable over the forecast period. 
 

Figure 1: Public Debt Ratio for Concessional Assistance-Only Countries 
(% of GDP) 

 
GDP = gross domestic product. 
Sources: Asian Development Bank. 2015. Asian Development Outlook 2015. Manila; International Monetary Fund 
and World Bank. Various years. Staff Report for Article IV Consultations. Washington, DC.  
 
12. Debt servicing. From 2011 to 2014, the average public external debt service-to-exports 
ratio in CA-only countries crept upwards to peak at 10.1%3 in 2014 (Figure 2). The IMF–IDA 
debt sustainability projections indicate that after a modest decline in 2015, the CA-only 
countries’ average external debt service ratios will begin to increase in 2016 and remain stable 
thereafter. The external debt service ratios for the FCAS countries are expected to decline 
during 2015–2020. Among individual CA-only countries, only Bhutan and Tuvalu are projected 
to experience a substantial drop in their debt service-to-exports ratios during 2015–2020. Debt 
service-to-exports ratios for the rest of the CA-only countries are projected to either increase or 
remain steady. 
  

                                                
3 The 10.1% peak is attributed largely to a spike in Bhutan’s external debt because of borrowings for its hydropower 

projects. 
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Figure 2: Public External Debt Service-to-Exports Ratio  
for Concessional Assistance-Only Countries 

(%) 

 
Sources: Asian Development Bank. 2015. Asian Development Outlook 2015. Manila; International Monetary Fund 
and World Bank. Various years. Staff Report for Article IV Consultations―Debt Sustainability Analysis. Washington, 
DC. 

2. Debt Distress Outlook of Concessional Assistance-Only Countries 

13. An analysis of the debt sustainability outlooks of CA-only countries4 found that the 
number that will have to cope with heightened risk of debt distress is projected to increase over 
the ADF 12 period (Figure 3). The number of countries at moderate risk of debt distress is 
expected to increase, whereas the number of countries at both high and low risk of debt distress 
is likely to decrease slightly. Despite their lower debt-to-GDP ratios, more FCAS countries, 
relative to other CA-only countries, will continue to be at high risk of debt distress because of 
their greater vulnerability to economic and natural shocks. The country profiles in Appendix 1 
include a summary of the debt sustainability outlook for individual CA-only countries. 
 
14. Most CA-only countries in the Pacific are anticipated to shift from high risk to moderate 
risk of debt distress or retain their moderate debt distress risk over the last 2 years of the ADF 
12 period. Kiribati and Nauru are expected to remain at high risk of debt distress. The debt 
outlook for the non-Pacific, CA-only countries could deteriorate. Myanmar is projected to fall 
from low risk to moderate risk of debt distress, which means 50% of needed financing would 
have to be grant-based. This could have a pronounced impact on the overall demand for grants 
under ADF 12 given ADB’s large operational program in the country. Lao PDR (currently low 
risk) and Kyrgyz Republic (moderate risk) are projected to shift to high risk of debt distress. 
Afghanistan and Maldives are likely to remain at high risk of debt distress. The remaining non-
Pacific, CA-only countries are expected to fall in the moderate risk category during the ADF 12 
period with the exception of Nepal, which is projected to maintain its low risk rating. 
   

                                                
4 IMF and World Bank. Various years. Staff Report for Article IV Consultations―Debt Sustainability Analysis. 

Washington, DC. 

6.8 6.7 
7.9 

10.1 

8.2 
8.9 9.1 9.1 

9.6 
9.1 

4

6

8

10

12

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020



6    
 

Figure 3: Debt Distress Risk Classification 

  
 

CA = concessional assistance, FCAS = fragile and conflict-affected situation, p = projection. 
Source: Asian Development Bank (ADB) memorandums; ADB. 2015. Proposed Revisions to the Performance-based 
Allocation System. Paper prepared for the First ADF 12 Replenishment Meeting in Manila, Philippines, 28–30 
October; International Monetary Fund and World Bank. Various years. Staff Report for Article IV Consultations―Debt 
Sustainability Analysis. Washington, DC. 
 
C. Reclassification Scenarios 

15. Classification policy. The demand for grant allocations depends on the risk of debt 
distress of countries classified as CA-only. Based on ADB’s Graduation Policy, countries are 
classified as CA-only, concessional ordinary capital resources (OCR) lending (COL), or market-
based OCR lending (MOL).5 The two key criteria used for this classification are per capita gross 
national income (GNI) and creditworthiness. The Graduation Policy adopts the IDA operational 
per capita GNI cutoff, which is currently at $1,215 in 2014 United States dollars based on the 
Atlas method.6 The creditworthiness of developing member countries (DMCs) is assessed by a 
creditworthiness assessment committee, which examines the borrowers’ ability and willingness 
to repay ADB on time and in full. Based on these criteria, countries have been classified as 
belonging to group A, B, or C. Group A (CA-only) countries can receive ADF grants or 
concessional OCR loans (and in some cases both). Group B (OCR blend) countries are eligible 
for both concessional and market-based OCR lending, but not ADF grants. Group C (MOL-only) 
countries are only eligible for market-based OCR lending. 
 
16. Per capita gross national income cutoff. The process of graduation normally takes 
about 4 years to complete after a DMC crosses the per capita GNI threshold.7 Of the 17 CA-
only countries, 13 had already exceeded the per capita GNI cutoff for at least 1 year as of 2014. 
Only 4 of those 13 countries have exceeded the per capita GNI cutoff for less than 4 years: Lao 
PDR and Solomon Islands exceeding the cutoff in 2012, Kyrgyz Republic in 2013, and Myanmar 
in 2014.  
                                                
5 ADB. 1998. A Graduation Policy for the Bank’s DMCs. Manila. 
6 The Atlas method converts a country’s GNI from national currency into US dollars by applying the 3-year average 

exchange rate to minimize the impact of exchange rate fluctuations on GNI valuation. The GNI figure is also 
adjusted for inflation differentials and divided by the midyear population to arrive at per capita GNI.   

7 ADB. 2013. Classification and Graduation of Developing Member Countries. Operations Manual. OM A1/BP. 
Manila. 

 

0%

20%

40%

60%

80%

100%
CA-Only 

Low Risk

Moderate
Risk

High Risk

0%

20%

40%

60%

80%

100%
FCAS 



 7 
 

 
17. An analysis of the projected per capita GNI of CA countries up to 2024 (the end of ADF 
13) indicates that two of the four remaining countries that are currently below the per capita GNI 
cutoff would exceed the threshold in that period (Cambodia in 2018 and Tajikistan in 2023). This 
will leave only Afghanistan and Nepal with GNI per capita incomes below the graduation 
threshold by 2024. 

 
18. Creditworthiness. A proxy indicator of creditworthiness that measures the country’s 
access to financial markets is represented by ratings of the international credit rating agencies. 
However, only Cambodia in the CA-only country group is rated by at least one international 
credit rating agency. To address this data gap and serve as a substitute indicator, an analysis of 
the demonstrated stability of CA-only countries to attract long-term finance (ratio of net inflows 
of foreign direct investment to GDP) was undertaken. The analysis shows that small island CA-
only countries in the Pacific, i.e., Kiribati, Maldives, Marshall Islands, Nauru, Samoa, Solomon 
Islands, Tonga, Tuvalu and Vanuatu, do not demonstrate stability in attracting long-term 
finance. The remaining countries were assessed to be stable on this criterion. 

 
19. Expected reclassification reviews from group A to group B. Based on the range of 
analysis undertaken, Bhutan is a candidate for a reclassification review from group A (CA-only) 
to group B (OCR blend) during ADF 12.8 Bhutan’s per capita GNI crossed the operational per 
capita GNI threshold in 2003 and the country has demonstrated stability in attracting long-term 
finance. Furthermore, Bhutan’s debt situation is expected to improve over the long run because 
of significantly higher electricity export-related revenues when more of its investments in 
hydropower projects come on stream.9 

    
20. Over the ADF 13 period, Lao PDR is a candidate for reclassification from group A to 
group B. In addition to its demonstrated stability to attract long-term finance, Lao PDR’s external 
debt burden will be mitigated over the medium and long term by the prospective returns on its 
investments in hydropower and mining.10 
 
D. Potential Demand for Grants 

21. Projected demand for grant country allocations. Demand for grant country 
allocations will change in ADF 12 and subsequent replenishments because of (i) the potential 
changes in debt distress ratings of CA-only countries, and (ii) the possible reclassification of 
Bhutan during ADF 12 and Lao PDR during ADF 13. Overall, the potential demand for grant 
country allocations under ADF 12 could go up to $2 billion (Figure 4).11 This amount is 43% 
higher than the $1.4 billion proposed for grant country allocations under the baseline scenario at 
the first ADF 12 replenishment meeting. The reserve for changes in debt distress covers about 
75% of this potential additional demand for grants. 

                                                
8   For purposes of presenting a full picture on graduation from concessional assistance, Appendix 2 provides the 

expected review of reclassifications and transition arrangements for countries that could potentially graduate from 
group B to C during ADF 12 and ADF 13.   

9  IMF. 2014. Bhutan Staff Report for the 2014 Article IV Consultation−Debt Sustainability Analysis. Washington, 
DC. 

10  IMF. 2014. Lao PDR Staff Report for the 2014 Article IV Consultation−Debt Sustainability Analysis. Washington, 
DC. 

11  The projected debt distress classifications presented in the paper, ‘Proposed Revisions to the Performance-Based 
Allocation System” prepared for the first ADF 12 replenishment meeting, were used in calculating the projected 
demand for grant country allocations under ADF 12 and subsequent replenishments. For ADF 13 and 14, these 
projections of debt distress were assumed to remain the same. 
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22. Table A2.2 (Appendix 2) provides the projected composition of countries in groups A and 
B under ADF 12 as well as the potential replenishments under ADF 13 and ADF 14. Mainly 
driven by projections of debt distress, the potential demand for grant country allocations could 
increase further to $2.2 billion under ADF 13—or a rise of 10% from ADF 12. Because of the 
potential reclassification of five CA-only countries to OCR blend during ADF 14, the potential 
demand for grant country allocations could fall substantially to $0.8 billion—or a decrease of 
64% from ADF 13. 
 

 
ADF = Asian Development Fund. 
Source: Asian Development Bank. 

 
 

III. THE ROLE OF GRANTS 

23. Because of their challenging debt sustainability outlook, combined with their large unmet 
challenges and limited financing options (Section IV), CA-only countries require continued 
recourse to external concessional and grant financing to support their development plans and 
priorities. Adding to their existing challenges is the ambitious mandate of the Sustainable 
Development Goals (SDGs), which call for ending poverty, hunger, and other key development 
problems. The longer reach of the SDGs requires even more financing and support to meet the 
widened development gaps faced by CA-only countries.  
 
24. Following the combination of ADF lending operations with the OCR balance sheet, ADB 
plans to increase its concessional assistance by 43% over the ADF 12 period, including loans 
and grants, to support CA-only countries.12 Donor-supported grants will be an essential 
complement to ADB’s limited capacity for extending grants, and will provide vital assistance to 
eligible CA-only countries in addressing their development challenges and helping them make 
progress on the SDGs.  
 

                                                
12 ADB. 2015. Demand for ADB Financing in Concessional Assistance Countries: Indicative Operational Program, 

2017–2020. Paper prepared for the First ADF 12 Replenishment Meeting in Manila, Philippines, 28–30 October. 
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25. Grant assistance will continue to play a key role in situations where (i) countries do not 
have the capacity to repay development loans, even on concessional terms; or (ii) countries are 
not willing to borrow because of market failures.13 
 
A. Capacity to Repay 

26. Grant assistance helps eligible CA-only countries sustain essential development 
expenditure when their capacity to service and repay external debt, even on concessional 
terms, is limited by persistent current account imbalances and trade deficits, low domestic 
revenues, and inadequate foreign exchange reserves. Such countries will continue to need 
grant assistance to finance public investments necessary to reduce poverty and raise living 
standards, until they improve their debt-carrying capacities and develop stable economies. 
 
B. Willingness to Pay 

27. Grant financing is also critical in market failures, where the incentives or willingness of 
countries to borrow are weak or absent because they cannot capture the full benefits expected 
from a project financed by a loan. Also, unlike revenue-generating projects, such as those for 
infrastructure development, some projects do not directly generate revenue streams, such many 
social sector projects. When projects are financially not profitable enough or carry risks that are 
difficult to assess, they are less likely to be associated with a full willingness to pay, or be able 
to attract private investors. 
 
28. RPG and disaster risk reduction projects and interventions are strong examples of areas 
that are likely to be underinvested in by individual countries because they carry externalities and 
spillovers. Grant assistance in these areas can, for example, support optimum investments to 
promote regional health security and control of communicable diseases, help develop cross-
border infrastructure and services to expand trade and economic opportunities, and promote 
interventions to address climate change and to boost resilience to disasters. Grant support can 
also promote knowledge solutions and policy dialogue through technical assistance (TA) on 
development challenges and issues that have regional consequences and implications. 
 
29. Regional public goods. With their insufficient resources, CA countries especially 
underinvest on RPGs. Grant and other resources are needed to help CA countries increase 
investments in RPGs to mitigate development challenges that spill over national boundaries and 
those that create and expand economic opportunities. Grant assistance will help create 
incentives for CA countries to increase investment, capture positive externalities, and mitigate 
market failure associated with RPGs.14 In particular, grant assistance in the health sector can 
create cost-effective incentives for countries to invest in regional health security, including 
through interventions that support health governance and health management information 
systems. These interventions are vital, but are often hard to justify given constrained health 
sector budgets that have to show quick and measurable health outcomes. 
 

                                                
13  G. Baudienville et al. 2009. Assessing the Comparative Suitability of Loans and Grants for Climate Finance in 

Developing Countries. Report prepared by the Overseas Development Institute for the United Kingdom’s 
Department for International Development and Department of Energy and Climate Change; R. Tew. 2013. ODA 
Loans. Institute of Tax and Economic Policy Discussion Paper. London: Development Initiatives; A. Das and S. 
Khan. 2012. Is Grant Aid More Effective than Concessional Loans? Evidence from a Dynamic Panel of Sub-
Saharan African Countries. International Journal of Economics and Finance. Vol. 4 (No. 1). pp. 14–21. 

14  ADB. 2016. Strengthened ADB Support for Regional Health Security. Paper prepared for the Second ADF 12 
Replenishment Meeting in Kathmandu, Nepal, 24–27 February. 
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30. Disaster resilience. Grant financing is required to help redress several factors 
contributing to underinvestment in disaster resilience. First, governments typically favor 
allocating their limited resources to projects that address short-term development priorities, yield 
assured near-term benefits, and generate positive streams of direct or indirect income. Second, 
the nature and scale of disaster risk and opportunities to strengthen resilience and related net 
benefits are insufficiently understood. Third, incentives to invest in disaster risk reduction are 
weakened by the provision of post-disaster assistance.15 
 
31. Consequently, CA-only countries need more grant support to build greater resilience to 
the increasingly frequent climate change-induced and other natural disasters. This includes 
support for generating and disseminating better and timely disaster risk information; integrating 
disaster risk concerns in development and investment planning and design; and enforcing 
protective regulatory measures, such as zoning and building codes, particularly in dense urban 
areas. 
 
32. Technical assistance. Grant financing is also needed for TA to help countries build 
institutional capacity, support preparation and execution of development projects, and provide 
knowledge and advisory support that may have important spillover effects for the region. The TA 
needs of FCAS countries to build local capacities and strengthen public service delivery and 
financial management systems are especially acute, and need to be financed on a larger scale. 

 
IV. DEVELOPMENT AND FINANCING CONSTRAINTS OF CONCESSIONAL 

ASSISTANCE-ONLY COUNTRIES 

A. Poverty Reduction and Inequality 

33. Years of steady growth have led to a steep decline in the incidence of poverty in CA-only 
countries. Based on the new $1.90-a-day poverty line, the number of poor in CA-only countries 
is estimated to have fallen by 71% from 21.7 million in 1990 to 6.3 million in 2012 (Figure 5).16 
This translates into a reduction in the percentage of population living below the absolute poverty 
line from 51% in 1990 to 10% in 2012 in these countries. One exception to this overall reduction 
is Tajikistan, where the number of poor and the poverty headcount rate increased from 1990 to 
2012. In Kiribati, Lao PDR, Solomon Islands, and Vanuatu, headcount poverty rates declined 
during the same period, but the number of poor increased slightly. 
 
34. CA-only countries have progressed more slowly on the $3.10-a-day poverty threshold 
(footnote 16). By 2012, 24 million people in CA-only countries still lived in poverty based on this 
measure, and the number of poor people had fallen by only 20% from 1990 to 2012. Moreover, 
the number of people in CA-only countries living on $1.90 to $3.10 a day—who are vulnerable 
to falling into absolute poverty when subject to shocks—doubled from 9 million in 1990 to 18 
million in 2012. CA-only countries need continued progress to reach the target under goal 1 of 
the SDGs to eradicate extreme poverty by 2030.17  

                                                
15 ADB. 2016. Supporting Disaster Risk Reduction. Paper prepared for the Second ADF 12 Replenishment Meeting 

in Kathmandu, Nepal, 24–27 February. 
16 The World Bank released in October 2015 a new set of purchasing power parity (PPP) conversion factors for 2011, 

which led to the revision of the international poverty line. The new poverty line equals $1.90 per person per day, 
which is consistent with the previous $1.25 line in 2005 PPP terms in poor countries. The second poverty line of 
$3.10 in 2011 PPPs has been proposed to compare with the previous $2-a-day poverty line in 2005 PPPs. F. 
Ferreira et al. 2015. A Global Count of the Extreme Poor in 2012: Data Issues, Methodology and Initial Results. 
Policy Research Working Paper. No. 7432. Washington, DC: World Bank. 

17 Appendix 3 lists all the SDGs.  
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35. Income inequality generally has declined in CA-only countries. Their median Gini index 
fell from 38 (based on the earliest available data during the 1990s to the early 2000s) to 33 
(based on 2012 or latest available data). Tajikistan again stood out by posting a moderate 
increase in income inequality. Income inequality also increased slightly in Lao PDR.  

 
36. With falling absolute poverty and lower inequality, greater inclusion generally appears to 
have accompanied economic growth in CA-only countries. However, the remaining poverty and 
higher vulnerability need to be decisively defeated, and much more effort is required on the non-
income dimensions of well-being (Section B). CA-only countries clearly need consistent 
progress on goal 8 of the SDGs to achieve inclusive and sustainable growth. 
 

 
Note: Data is not available for Afghanistan, Marshall Islands, Myanmar, Nauru, Tuvalu, and Samoa (2012). 
Source: World Bank. PovcalNet database. http://iresearch.worldbank.org/PovcalNet/index.htm?1 (accessed 4 
November 2015). 
 
B. Non-Income Poverty and the Millennium Development Goals   

37. CA-only countries have advanced on the Millennium Development Goals (MDGs). 
Overall, they are expected to achieve 59% of the 47 MDG-related indicators’ targets for which 
data are available from the United Nations Economic and Social Commission for Asia and the 
Pacific. Figure 6 shows the considerable variation in the progress of each of the CA-only 
countries on the MDGs. At the top end is Maldives, which is expected to achieve 79% of the 
MDGs by 2015. Solomon Islands, in contrast, is expected to achieve only 40% of the MDGs.  
 
38. The need for CA-only countries to step up efforts in selected MDG areas is clear. For 
example, the percentage of undernourished people in CA-only countries fell from 52% in 1990 
to 18% in 2013–2015. However, 27 million people in CA-only countries remain undernourished. 
Further progress, therefore, is needed to meet the target under goal 2 of the SDGs to end all 
forms of malnutrition and hunger by 2030. Under-5 mortality rates also declined significantly in 
CA-only countries from 130 deaths per 1,000 live births in 1990 to 58 in 2013–2015. However, 
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this rate of decline is insufficient to achieve the targeted two-thirds reduction in under-5 mortality 
under the MDGs. Goal 3 of the SDGs takes this target further by requiring an end to preventable 
deaths of newborns and under-5 children by 2030. 
 

 
Lao PDR = Lao People’s Democratic Republic. 
Note: Based on the 47 Millennium Development Goal indicators for which data are available. 
Source: Asian Development Bank estimates using data from the United Nations Economic and Social Commission 
for Asia and the Pacific, Statistics Division. 
 
39. CA-only countries as a group have made significant progress towards the MDG target 
for universal primary education. Primary completion rates have risen from 39% in 1990 to as 
much as 98% in 2015. Gender disparities in primary education have narrowed at the same time. 
However, gender inequities remain noticeable in secondary education (girls-to-boys ratio of 
0.93) and are significant in tertiary education (girls-to-boys ratio of 0.86). These need to be 
addressed to achieve goal 4 of the SDGs on ensuring inclusive and equitable quality education 
for all. 
 
40. In CA-only countries, large gender inequities also remain in political representation in 
national parliament and equality in employment, where the share of women in wage 
employment is only 37% (in 2015). Goal 5 of the SDGs has raised the bar on gender equity by 
calling for an end to all forms of discrimination against women and girls everywhere, and by 
ensuring equal opportunities for women’s leadership at all levels by 2030. 
 
41. The target for halving the proportion of the population without access to safe drinking 
water has been achieved in CA-only countries overall. However, the rate of increase in the 
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percentage of the population using improved sanitation has not been sufficient to meet the MDG 
target. Almost 40% of the population in CA-only countries remains without access to improved 
sanitation. Therefore, progress has to be accelerated to achieve the target under goal 6 of the 
SDGs to ensure universal access to adequate and equitable sanitation by 2030. 
 
C. Governance and Institutions 

42. Governance improvement remains weak in CA-only countries relative to developing Asia 
as a whole. Several governance indicators, including those for the rule of law,18 government 
effectiveness,19 and regulatory quality,20 regressed during 2005–2013 (Figure 7). However, the 
indicator measuring perceptions on the control of corruption has improved.21 Among CA-only 
countries for which data is available, Afghanistan, Myanmar, and Tajikistan scored particularly 
low on most governance indicators. FCAS countries generally were even farther behind CA-only 
countries on governance indicators (Figure 7 and Box 1).   
  
43. Weak governance in CA-only countries is also reflected in ADB’s annual country 
performance assessment, which determines ADF allocations. On a scale of 1–6, the CA-only 
country group scored an average of 3.5 on the quality of governance and public sector 
management in the last assessment exercise in 2014; FCAS countries scored an average of 
3.1. For CA-only countries as a group, the lowest average score was for transparency, 
accountability, and corruption in the public sector; for FCAS countries, the lowest score was for 
the quality of public administration. 
  

                                                
18 The indicator on the rule of law reflects perceptions of the extent to which agents have confidence in and abide by 

the rules of society, particularly in the quality of contract enforcement, property rights, the police, and the courts, as 
well as the likelihood of crime and violence. World Bank. Worldwide Governance Indicators. 
http://info.worldbank.org/governance/wgi/index.aspx#home 

19 The indicator on government effectiveness reflects public perceptions on the quality of public services, civil service 
and the degree of its independence from political pressures, and policy formulation and implementation. 

20 The indicator on regulatory quality reflects perceptions on the ability of the government to formulate and implement 
sound policies and regulations that permit and promote private sector development. 

21 The indicator on the control of corruption reflects perceptions of the extent to which public power is exercised for 
private gain, including both petty and grand forms of corruption, as well as "capture" of the state by elites and 
private interests. 

http://info.worldbank.org/governance/wgi/index.aspx#home
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Figure 7: Governance Indicators for Concessional Assistance-Only Countries 

 
  
CA = concessional assistance, FCAS = fragile and conflict-affected situation. 
Notes: Values range from –2.5 (weak) to 2.5 (strong) governance performance. Figures represent unweighted 
averages of country groups. FCAS average excludes Federated States of Micronesia and Timor-Leste. 
Source: World Bank. Worldwide Governance Indicators database, 2014 update. 
http://info.worldbank.org/governance/wgi/index.aspx#home (accessed 30 June 2015). 
 

Box 1: Fragile and Conflict-Affected Situations 
 
Development goals are particularly challenging to meet in countries categorized as fragile and conflict-
affected situations (FCAS), when a state is functionally and institutionally weak, unable to effectively 
extend its authority, or facing challenges to its political legitimacy by conflicting interests and values. The 
Asian Development Bank (ADB) identifies nine FCAS countries: Afghanistan, Kiribati, Marshall Islands, 
Federated States of Micronesia, Myanmar, Nauru, Solomon Islands, Timor-Leste, and Tuvalu. The seven 
Pacific countries on this list are considered fragile, while Afghanistan and Myanmar are identified as 
conflict-affected. Seven of the nine FCAS countries―with the exception of the Federated States of 
Micronesia and Timor-Leste―are concessional assistance (CA)-only countries and eligible for grants. 
 
FCAS countries are expected to achieve 54% of the targets for the 47 Millennium Development Goal 
(MDG) indicators. They are behind the CA-only countries group as a whole on several MDGs. While 
FCAS countries have met the target of halving the proportion of people suffering from hunger, 20% of 
their population remains undernourished, compared with 18% for CA-only countries. The under-5 
mortality rate in FCAS countries at 72.4 deaths per 1,000 live births is significantly higher than the 58.0 
rate for CA-only countries. Maternal mortality rates in FCAS countries also remain much higher than in 
CA-only countries. In education, FCAS countries are behind CA-only countries on lower secondary school 
completion. Their gender ratios for secondary education are also significantly more unfavorable for girl 
students. In addition, FCAS countries remain more vulnerable to the impact of natural disasters and 
climate change.  
 
FCAS countries face some of their biggest development gaps on governance and institutional capacity 
where they are lagging all other developing member countries on government effectiveness, regulatory 
quality, and other measures (Figure 7). This remains their biggest constraint to improving service delivery 
and uplifting living standards. 
 
Source: ADB. 2015. The Role of Concessional Assistance and ADB’s Strategic Priorities for Inclusive and 
Sustainable Development in Asia and the Pacific. Paper prepared for the First ADF 12 Replenishment Meeting in 
Manila, Philippines, 28–30 October. 
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D. Financing Constraints 

44. CA-only countries face major challenges in mobilizing financial resources to meet their 
development needs. To meet the SDGs, which are both ambitious and costly, an estimated 
annual financing of as much as $1 trillion is needed for developing Asia as a whole.22 Hence, no 
single funding source will be sufficient. CA-only (and other countries) will require tapping into a 
combination of sources, including greater domestic resource mobilization, private transfers, and 
international official and other development assistance to finance the SDGs. 

1. Domestic Resource Mobilization 

45. As in all countries, domestic resources are the most important source for CA-only 
countries to finance their development priorities. However, CA-only countries generate 
insufficient revenue to finance their needed public investments. In 2012, the average tax-to-
GDP ratio for the four CA-only countries for which data was available was only 11.9%—lower 
than the 12.6% ratio for CA countries and the 16.0% ratio for MOL-only countries.23 Thus, CA-
only countries have significant potential to increase revenues by broadening their tax base and 
revamping their tax administration machinery. CA-only countries can also raise more nontax 
revenues and strengthen public expenditure management. 
 
46.  The financing capacity of CA-only countries is also limited by their significantly 
underdeveloped banking systems and capital markets, which restrain their ability to raise 
financing from the private sector. The substantial gap in the maturity of financial markets in CA-
only countries relative to those in developing Asia as a whole and other non-borrowing Asian 
economies suggests the vast potential to mobilize additional private sector financing in these 
countries (Figure 8). If this potential is realized, the availability of domestic credit in CA-only 
countries to finance their national development investments can expand from its current low 
share in GDP (Figure 9). 
 

                                                
22 This estimate is indicative and broadly derived from the overall estimate of the trillions of dollars required to meet 

the SDGs globally. The costs associated with meeting the current MDGs, eliminating poverty, and financing 
infrastructure could be calculated separately to estimate the overall cost of meeting the SDGs in Asia and the 
Pacific. Meeting the MDGs has been estimated to require over $100 billion per year in financing, while eliminating 
poverty at the $2 per day threshold will require over $300 billion. Meeting infrastructure needs may require over 
$750 billion per year during 2010–2020. See ADB. 2015. Making Money Work―Financing a Sustainable Future in 
Asia and the Pacific. Manila. 

23  Data is available from the World Bank’s World Development Indicators database for the following CA-only 
countries: Afghanistan, Cambodia, Lao People’s Democratic Republic, and Nepal. 
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CA = concessional assistance, GDP = gross domestic product. 
Note: Banking systems are measured by the amount of deposits, and stock markets by capitalization, both 
expressed as a percentage of GDP. Country group averages for Figure 8 are weighted by GDP.   
Sources: Asian Development Bank (ADB). 2015. Asian Development Outlook 2015. Manila; ADB estimates; and 
World Bank. World Development Indicators database. http://data.worldbank.org/indicator/ FS.AST.DOMS.GD.ZS 
(accessed 10 November 2015). 

 

2. Foreign Remittances and Official Financing 

47. Remittances. Foreign remittances have greatly increased in size and importance in CA-
only countries. Remittances in these countries are now at par with official development 
assistance (ODA) and 2.4 times higher than foreign direct investments (Figure 10). Some CA-
only countries such as Tajikistan, Kyrgyz Republic, and Nepal are especially highly dependent 
on remittances to support economic activity and the social well-being of citizens. As private 
transfers, remittances are used for consumption, investments in human capital (education, 
health, and others), physical capital (housing, small industries, and machinery), and savings.24 
Remittances have a positive impact on economic growth and social development. However, 
remittances are not directly available to finance national development investments. Remittances 
need to be channeled better to increase their impact on growth, poverty reduction, and SDG 
achievement. 
 
48. Official development assistance. ODA commitments to CA-only countries have 
increased over time. However, the rate of this increase flattened considerably during 2008–
2012, starting with the global financial crisis. ODA commitments picked up again in 2013 with 
the sizable increase in commitments for Myanmar. Overall, CA-only countries received an ODA 
commitment of only $90 per capita during 2008–2013, which is well below the annual per capita 
requirement of $265 in developing Asia to meet the SDGs.25 ODA contributions of many donor 
countries still fall short of their commitments, as noted in the outcome document of the 
                                                
24 G. Chammartin. 2008. The Effective Use of Remittances in Promoting Economic Development. Presentation at the 

United Nations Department of Economic and Social Affairs and the United Nations Economic Commission for 
Europe International Conference on Strengthening Integration of the Economies in Transition into the World 
Economy Through Economic Diversification. Geneva. 2–4 April. 

25 ADB estimates using data from: Organisation for Economic Co-operation and Development (OECD). OECD Stat 
Extracts. http://stats.oecd.org/Index.aspx?DataSetCode=DACGEO (accessed 15 June 2015); World Bank. World 
Development Indicators. http://data.worldbank.org/indicator/SP.POP.TOTL (accessed 15 June 2015); and ADB. 
2015. Making Money Work―Financing a Sustainable Future in Asia and the Pacific. Manila. 
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conference on financing for development in Addis Ababa.26 Other official financing, particularly 
from BRICS (Brazil, Russian Federation, India, People’s Republic of China, and South Africa), is 
increasingly complementing ODA flows to CA-only countries. 
 

 
ADF = Asian Development Fund, FDI = foreign direct investment, ODA = official development assistance. 
Note: Components of aggregate flows may not add up to the total because of rounding. 
Source: World Bank. World Development Indicators database. http://data.worldbank.org/indicator (accessed 27 
May 2015). 

   
 

V. ADB’S APPROACH TO INCLUSIVE AND SUSTAINABLE DEVELOPMENT IN 
CONCESSIONAL ASSISTANCE-ONLY COUNTRIES 

49. ADB’s strategic and operational approach for CA-only countries under ADF 12 builds on 
the priorities outlined in the Midterm Review of Strategy 2020, which was completed in April 
2014.27 The midterm review (i) reiterates ADB’s core commitment to poverty reduction and 
inclusive economic growth in its DMCs, (ii) commits ADB to addressing environmental 
degradation and building resilience to climate change and natural hazards, (iii) strengthens 
prospects for regional cooperation and integration, and (iv) promotes sustainable infrastructure 
and social sector development. The midterm review also underscores ADB’s resolve to focus on 
private sector development and operations, and promote better knowledge solutions. 
 
50. ADB’s approach will be aligned with the new international development agenda, 
including the SDGs and the global climate deal, to support CA-only countries in overcoming 
their still-formidable challenges and reaching the next stage of their development. ADB’s 
support for this agenda will be provided within the context of its own strategic framework and 
comparative advantage, and in collaboration with other development partners. 
 
51. ADB’s support to CA-only countries will also be aligned with the anticipated strategic 
thrusts of its new corporate strategy (currently being prepared), which will support DMCs in 
progressing towards the SDGs, eliminating poverty, and mitigating inequality and vulnerability.  
 
52. ADB will use its CA resources and grant financing from donors over ADF 12 to expand 
support for inclusive and sustainable development in CA-only countries, focusing on FCAS 

                                                
26 United Nations. 2015. Outcome Document of the Third International Conference on Financing for Development: 

Addis Ababa Action Agenda. Addis Ababa. 
27 ADB. 2014. Midterm Review of Strategy 2020: Meeting the Challenges of a Transforming Asia and Pacific. Manila.  
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countries.28 ADB will prioritize seven thematic areas of support—all fully aligned with the 
SDGs—and operationalize these areas through customized development investments in CA-
only countries, including for sustainable infrastructure and social sector development. ADB’s 
financing assistance will be complemented with knowledge services and an emphasis on 
partnerships with relevant institutions to provide innovative, value-adding, and synergistic 
development solutions. 
 
A. Thematic Priorities 

53. The seven thematic priorities to promote inclusive growth and sustainable development 
during ADF 12 are (i) mainstreaming gender in operations, (ii) addressing FCAS, (iii) promoting 
food security, (iv) strengthening private sector development, (v) improving governance and 
capacities, (vi) enhancing preparedness and response to climate change and natural disasters, 
and (vii) supporting other RPGs. 
 
54. Gender. ADB has strengthened its operational focus on gender equality under its 
gender operational plan approved in April 201329 and the renewed commitment made in the 
Midterm Review of Strategy 2020 to direct more investments to women and girls (footnote 27). 
Of the sovereign projects in CA-only countries completed in 2012–2014, 63% achieved the 
intended gender equality results—higher than the 59% for all CA operations.  
 
55. During ADF 12, ADB will accelerate efforts to meet the target of 70% of completed 
sovereign projects delivering the intended gender equality results.30 The implementation, 
monitoring, and reporting of project gender action plans will be strengthened. ADB will continue 
the two-tracked approach of gender mainstreaming and direct investments in women and girls. 
Access of women to economic opportunities and jobs through financial services, business 
development services, and skills and vocational training, particularly in nontraditional and high-
paying sectors, will be a priority. Interventions to narrow gender gaps in the social sectors, 
including health, education, and social protection, will continue. 
 
56. Projects providing direct gender equality benefits, such as rural electrification, affordable 
and safe transport services, water and sanitation, street lighting, and time-saving technologies, 
will be encouraged. Increasing women’s climate and disaster resilience, and supporting women 
as change agents in climate change mitigation and disaster risk management, will be a priority. 
Pilot activities, partnerships, and knowledge products to redress entrenched gender norms, 
including violence against women, child marriage, and unequal care work burden, will be 
considered. 
 
57. Fragile and conflict-affected situations. ADB’s assistance to FCAS countries is 
premised on the importance of understanding the local context for customized support, 
providing a long-term commitment, ensuring country ownership, and remaining flexible in 
responding effectively to their unique challenges. To ground its operations in the political, 

                                                
28 The discussion on ADB’s strategic priorities for CA-only countries draws on an earlier paper, The Role of 

Concessional Assistance and ADB’s Strategic Priorities for Inclusive and Sustainable Development in Asia and the 
Pacific, which was presented at the first ADF 12 replenishment meeting in October 2015. This paper provided a 
comprehensive articulation of ADB’s key strategic and operational directions in CA countries during ADF 12. 

29 ADB. 2013. Gender Equality and Women’s Empowerment Operational Plan, 2013–2020: Moving the Agenda 
Forward in Asia and the Pacific. Manila. 

30 The 2016 target for CA operations is based on ADB’s corporate results framework. This paper employs the 2016 
corporate results framework targets wherever the Midterm Review of Strategy 2020 does not indicate targets for 
2020; otherwise, the 2020 targets are used. 
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economic, and environmental realities of FCAS countries, ADB developed and piloted conflict-
sensitive approaches in Afghanistan and Nepal;31 carried out fragility assessments in selected 
urban settlements in Kiribati and Papua New Guinea;32 and undertook political economy 
analyses in the Federated States of Micronesia, Papua New Guinea, and Vanuatu. 
 
58. ADB is supporting state building in FCAS countries to strengthen and reinforce the 
foundations for social and economic development. ADB provided more than $1 billion to FCAS 
countries during 2013–2014 under the ADF performance-based country allocations;33 the bulk 
of this financing was allocated to Afghanistan and Nepal. FCAS countries in the Pacific received 
8% of the total financing during this period. 
 
59. ADB will strengthen an FCAS-sensitive planning and implementation approach in its 
operations. A customized risk management framework will provide guidance in managing 
differentiated risks in FCAS countries. The framework highlights how ADB’s business processes 
can be customized in each phase of the project cycle to better address or mitigate economic, 
political, governance, and natural risks.34 An institutional strengthening framework will guide 
long-term institution building in FCAS countries.35 ADB’s stronger field presence in the Pacific 
(now in 12 of 14 Pacific DMCs) will improve coordination and cooperation with development 
partners and government agencies. A communication strategy will be designed and 
implemented in selected FCAS countries to inform and engage stakeholders, as well as enlist 
and sustain public support for ADB’s development initiatives. 
 
60. ADB will continue to expand staff capacity and resources for project management in 
FCAS countries that require systematic conflict and/or fragility analyses and better preparation 
and supervision. ADB will strengthen its expertise, staff, and internal incentives for conflict-
sensitive project design and implementation in FCAS countries. 
 
61. Food security. ADB’s food security investments in CA-only countries totaled $1.3 billion 
during ADF XI, 2013–2014. A multisector approach has been pursued to promote food security 
and support agricultural development by involving the entire food supply chain. 
 
62. ADB’s food security engagement in CA-only and other client countries is guided by a 
new operational plan for 2015–2020, which prioritizes four key areas: (i) increasing productivity 
and reducing pre- and post-harvest food losses, (ii) improving market connectivity and value 
chain links, (iii) enhancing food safety and quality, and (iv) strengthening the management and 
climate resilience of natural resources.36 These areas are linked to key elements of the food 
value chain (production, processing, distribution, and consumption) and will require innovative 
and integrated multisector approaches and interventions to effectively address food security 
issues. 
 
63. ADB will adopt differentiated approaches for strengthening food security, based on the 
priorities and needs of each country. Such tailored responses that combine ADB’s project 

                                                
31 Nepal was considered an FCAS country in 2013. 
32 Papua New Guinea was included in the FCAS list in 2007–2012. 
33 Including the portion of post-conflict premium to Afghanistan. 
34 ADB. 2014. Customized Risk Management Framework. Manila. http:/www.adb.org/publications/customized-risk-

management-framework. 
35 ADB. 2014. Institutional Strengthening Framework: A Guidance Note. Manila.  

http://www.adb.org/publications/institutional-strengthening-framework-guidance-note 
36 ADB. 2015. Operational Plan for Agriculture and Natural Resources: Promoting Sustainable Food Security in Asia 

and the Pacific in 2015–2020. Manila. 

http://www.adb.org/publications/customized-risk-management-framework
http://www.adb.org/publications/customized-risk-management-framework
http://www.adb.org/publications/institutional-strengthening-framework-guidance-note
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interventions with creative knowledge solutions will promote strong country ownership and 
results. 
 
64. Private sector development. ADB continues to expand support for private sector 
development and operations. In CA-only countries, the share of ADF-financed operations 
supporting private sector development increased from 17% in 2010–2012 to 33% in 2012–2014.  
 
65. ADB will expand private sector support in CA-only countries, including upstream support 
to improve investment climates and business environments and downstream direct investments 
to increase private sector operations. ADB will strengthen its support for public–private 
partnerships. ADB’s new Office of Public–Private Partnership has prioritized the extension of 
transaction advisory services to help prepare public–private partnership projects in DMCs, 
including in some CA-only countries such as Myanmar and Nepal. 
 
66. ADB will also expand access to finance in CA-only countries by supporting financial 
institutions that provide targeted lending to small and medium-sized enterprises. Inclusive 
business represents an important area of growth. In this context, investment opportunities in 
comparatively new sectors for private sector operations, including health, education, and 
agribusiness, are also being explored. 
 
67. To facilitate processing of smaller transactions, which are particularly relevant to CA-only 
countries, the ADB Board of Directors in March 2015 approved the Faster Approach to Small 
Nonsovereign Transactions. This approach streamlines the concept review and Board approval 
process for eligible transactions involving ADB financing of $20 million or less ($10 million or 
less for equity investments).  
 
68. Governance and institutional capacity. Governance and institutional capacity 
shortfalls continue to impede the quality, effectiveness, and access to public services in DMCs; 
they also are binding constraints to the development of CA-only and FCAS countries. 
Accordingly, ADB is emphasizing the implementation of its Second Governance and 
Anticorruption Action Plan (GACAP II) to anchor governance issues in its operations. 
Recommendations of a GACAP II review completed in 2013 are being pursued for more 
consistent implementation of ADB’s governance and anticorruption policies at the country and 
sector levels, as well as in the monitoring of risk management plans. 
 
69. ADB will continue to implement GACAP II by rigorously assessing risks at country, 
sector, and project levels to inform risk management plans. Greater attention will be given to 
improving country systems of CA-only countries by building necessary capacities, including for 
strengthening audit, oversight, and social accountability mechanisms. A new capacity 
development operational plan for 2015–2020 is being prepared to boost these initiatives. 
 
70. ADB will strengthen public sector management operations in CA-only countries, 
emphasizing (i) domestic resource mobilization (taxation, nontax revenues, and public 
expenditure management); and (ii) investments in systems and institutional capacity, including 
those that support private sector development. 
 
71. Climate change and natural disasters. Strengthening climate change resilience in CA-
only and other client countries by helping them manage climate risks and reduce losses from 
climate-related disasters is a priority for ADB. Overall, ADB plans to double its annual climate 
change financing to $6 billion by 2020. ADB classifies projects based on the anticipated risk that 
climate variability and change pose to them. It records the quantified reduction in and avoidance 
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of greenhouse gas emissions resulting from mitigation measures incorporated in projects. ADB 
introduced the mandatory climate risk screening of projects in 2014. 
 
72. ADB will continue to mobilize financing for climate adaptation and mitigation in CA-only 
and other client countries to support the goals of the Conference of Parties on Climate Change 
(COP21). This will include tapping dedicated trust funds (such as the Urban Climate Change 
Resilience Trust Fund) and external sources (such as the Global Environment Facility, the 
Green Climate Fund, and the Climate Investment Funds). 
 
73. ADB will (i) increase support for clean energy and sustainable transportation for climate 
change mitigation; (ii) promote environmentally smart agriculture, including climate-resilient crop 
varieties and green and organic technologies, which will also boost inclusion and create 
economic opportunities for women; and (iii) build capacity in urban environments to promote 
climate resilience in planning and designing infrastructure projects, as well as in delivering 
social services. 
 
74. Growing vulnerability to natural disasters in CA-only and other client countries is a major 
threat. CA-only countries especially have fewer resources to invest in disaster risk reduction or 
to ensure that they are prepared to meet relief, early recovery, and reconstruction costs when 
disasters strike. To help CA-only countries overcome the impact of disasters, the Disaster 
Response Facility is being mainstreamed under ADF 12. The facility has provided timely post-
disaster support to countries while reducing disruptions in their planned development efforts. 
ADB will continue to strengthen disaster risk considerations in project concepts and designs to 
enhance resilience. Existing climate risk screening tools will be expanded to incorporate 
disaster risk considerations. 
 
75. Other regional public goods. To continue strongly promoting RPGs, ADB will expand 
and diversify its support to (i) mitigate financial and natural disaster risks, as well as improve 
cross-border health security; (ii) assist CA-only and other client countries in managing common 
natural resources; (iii) assist them in implementing the commitments under the COP21 and 
other similar agreements with regional and global spillovers; and (iv) pilot programs or projects 
in these areas. Given the significant needs to address a broader range of RPGs through 
collective action, ADB’s support would help CA and CA-only countries to become full partners 
with more advanced DMCs in undertaking joint investments that are vital to the region's future 
success in reaching economic, social, and environmental goals. In addition, ADB’s increased 
emphasis on operationally relevant knowledge work would enable the piloting of new RPG 
initiatives, particularly ones related to environment and health. 
  
76. ADB’s Operational Plan for Health, 2015–2020 lays out ADB’s mandate to expand its 
support for health-related RPGs.37 Under this plan, regional health security is a flagship program 
through which ADB will support client countries in developing long-term investment plans to 
strengthen health systems. This includes investments in health governance, health 
management information systems, improved service delivery, private sector accountability, and 
better access to affordable and quality pharmaceuticals. ADB’s investments will also help 
mitigate communicable disease risks from urban development and climate change. 
 

                                                
37 ADB. 2015. Health in Asia and the Pacific―A Focused Approach to Address the Health Needs of ADB Developing 

Member Countries: Operational Plan for Health, 2015–2020. Manila.  



22    
 

B. Operational Focus   

77. The seven thematic priorities described in paras. 53–76 will be operationalized and 
implemented through specific sector and project operations. Sustainable infrastructure 
development will continue to be a mainstay of ADB operations in CA-only and other client 
countries to implement these priorities. ADB will expand its support for social sector 
development to complement its infrastructure support and to deepen the inclusiveness of its 
overall assistance in CA-only countries under ADF 12. 

1. Sustainable and Inclusive Infrastructure Development 

78. Clean energy. ADB’s continued engagement in clean energy projects will support goal 7 
of the SDGs to “ensure access to affordable, reliable, sustainable, and modern energy for all.” 
ADB will maintain its assistance for the Sustainable Energy for All Initiative, which seeks to 
achieve universal access to energy by 2030, double the amount of renewable energy in the total 
energy mix, and double the rate of improvement in global energy efficiency. Several CA-only 
countries have joined the initiative, and with ADB’s support, Bhutan and Nepal are developing 
country action and investment plans to achieve these goals.  
 
79. Sustainable transport. Sustainable urban transport is a growing part of CA transport 
operations. ADB will increase investments in sustainable public transport systems and railways 
in client countries during ADF 12. ADB will focus on effective and sustained maintenance of built 
infrastructure through improved approaches to asset management systems and long-term road 
maintenance contracts. Gender components are being increasingly and effectively 
mainstreamed in transport projects. Regional and transborder infrastructure projects will provide 
better regional connectivity and boost prospects for greater trade and economic cooperation. 
 
80. Water management. Water operations during ADF 12 will improve water security, 
revitalize irrigation, integrate disaster risk management and climate resilience, increase the 
capacity of water utilities, and expand sanitation and wastewater management investments. 
Proposed grant-financed projects during 2017–2018 in CA-only countries include strengthening 
water resource management in the Helmand river basin in Afghanistan and improving water 
supply and sanitation in South Tarawa in Kiribati. 
  
81. Urban development. In line with goal 11 of the SDGs to “make cities and human 
settlements inclusive, safe, resilient, and sustainable,” ADB will increase assistance under ADF 
12 to promote social inclusion, green growth, and economic competitiveness of urban areas in 
CA and CA-only countries. To increase inclusiveness, ADB will support upgrading slum 
settlements; strengthening housing, land tenure, and development; and expanding housing 
finance. To achieve green growth, ADB will emphasize building the capacities of cities to adapt 
to and mitigate climate change by (i) using fewer natural resources, such as land and water; and 
(ii) promoting energy-efficient buildings, urban transport, and industry. To enhance 
competitiveness, ADB will support the development of urban economic clusters and prioritize 
investments to address constraints to urban economic development. 

2. Social Sector Development 

82. Education. The Midterm Review of Strategy 2020 commits ADB to doubling its 
education sector operations to reach 6%–10% of total approvals by 2020 (footnote 27). ADB will 
use these resources to help CA-only and other client countries expand education opportunities, 
improve learning outcomes, and acquire skills. In this way, ADB’s support will contribute to goal 
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4 of the SDGs to “ensure inclusive and equitable quality education and promote life-long 
learning opportunities for all.” Inclusion and equity will be emphasized by ensuring that students 
from disadvantaged groups (female students, students from poor families, and ethnic minorities) 
benefit from ADB’s assistance.  
 
83. Health. ADB will increase its support for health in line with goal 3 of the SDGs to “ensure 
healthy lives and promote well-being for all at all ages.” Through its new health sector 
operational plan to help DMCs achieve universal health coverage, ADB will assist CA-only and 
other client countries with (i) health infrastructure to increase access to health care through 
integrated health service delivery in health facilities and hospitals, and through water and 
sanitation projects; (ii) health governance to strengthen health care institutions and improve 
planning, financial management, and regulation; and (iii) health financing to expand health care 
through innovative financing that promotes allocation and technical efficiency (footnote 37). As 
described in paras. 75–76, ADB will also promote regional health security and invest in the 
control of communicable diseases through the strengthening of health systems. 
 
84. Social protection. ADB will mainstream social protection components in sector 
operations, and identify more stand-alone social protection interventions in CA-only and other 
client countries. Programs that invest in public financial management to increase fiscal space for 
higher spending on social protection and build capacities to implement social protection 
programs will be pursued. ADB will enhance partnerships with the private sector and deepen 
collaboration with other international and national development agencies in policy formulation, 
capacity development, and knowledge generation related to social protection. 

 
VI. CONCLUSION 

85. Grant financing remains essential to support the development investments that debt-
distressed CA-only countries need to overcome their significant development challenges and 
financing constraints, invest in regional public goods and disaster resilience, and reach the 
SDGs. With donor support, ADB will deliver a robust program of assistance in CA-only countries 
during ADF 12 and will continue to strengthen the development effectiveness of its operations to 
achieve even better results. 
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PROFILES OF CONCESSIONAL ASSISTANCE-ONLY COUNTRIES 

1. This appendix presents a profile for each concessional assistance (CA)-only country 
potentially eligible for grant assistance. The profile includes selected key indicators,1 major 
development issues, economic outlook, debt sustainability outlook, and the strategic directions 
of the country operational programs to 2020.  
 
A. Central and West Asia 

1. Afghanistan 

Indicator Latest Year 

 
GDP growth (annual %, average 2010–2014) 6.6 

 
 

GNI per capita, Atlas method (current $) 670 2014 

 
Poverty headcount ratio at national poverty line (% of population) 35.8 2011 

 
Primary education completion rate, total (% of relevant age group) 34.1 2005 

 
Ratio of female to male primary enrollment (%) 70.0 2013 

 
Women in wage employment  (% of total nonagricultural employment) 18.4 2008 

 
Malnutrition prevalence, weight for age (% of children under 5) 25.0 2013 

 
Incidence of tuberculosis (per 100,000 people) 189 2013 

 
Improved sanitation facilities (% of population with access) 31.9 2015 

 
Improved water source (% of population with access) 55.3 2015 

GDP = gross domestic product, GNI = gross national income. 
 
2. Key development issues. Afghanistan faces a multitude of development challenges, 
compounded by widespread insecurity and political instability. Socioeconomic indicators have 
improved noticeably since 2003, but remain among the lowest in the world. In 2013, the 
country’s Human Development Index (HDI) ranked 169th of 187 countries.2 The poverty rate 
remains high at 36% based on the national poverty line, with large disparities across provinces.3 
Afghanistan has poor and limited infrastructure, weak policy and regulatory frameworks, human 
capacity constraints, weak governance and public sector institutions, a weak enabling 
environment for the private sector, and a high underemployment rate. Widespread corruption 
and a large narcotics economy pose threats to the rule of law and stability. Efforts are needed 
on multiple fronts simultaneously, but the limits of foreign assistance and domestic absorption 
capacity have made project implementation difficult, increased project costs, and delayed 
results. 
 
3. Economic outlook. Afghanistan’s economy needs a stronger revival. Investor and 
consumer confidence has remained low as the political and security situation worsened, and 
progress on anticipated reforms was slow in the first half of 2015. Agriculture production is 
projected to be slightly higher in 2015 than in 2014, based on initial estimates, with good 
harvests of wheat, fruit, and vegetables. However, construction, trade, and services have 
                                                
1  Data for all the tables in this appendix are primarily from the World Bank’s World Development Indicators (WDI) 

database (accessed 18 November 2015). Data for Nauru and those not available from the WDI database are taken 
from ADB. 2015.  Key Indicators for Asia and the Pacific 2015. Manila. Poverty data are updated with more recent 
estimates from the World Bank’s PovcalNet database, http://iresearch.worldbank.org/PovcalNet/index.htm?0 
(accessed on 4 November 2015). 

2  United Nations Development Programme (UNDP). 2014. Human Development Report 2014. Sustaining Human 
Progress: Reducing Vulnerabilities and Building Resilience. New York. 

3 ADB. 2014. Interim Country Partnership Strategy: Afghanistan, 2014–2015. Manila. 

http://iresearch.worldbank.org/PovcalNet/index.htm?0
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remained depressed. Foreign direct investment declined by 30% in the first half of 2015, 
according to the Afghanistan Investment Support Agency. Moreover, a business tendency 
survey released in August 2015 by the Afghanistan Chamber of Commerce and Industry 
indicated that business conditions deteriorated substantially from January to June 2015. Despite 
problems at the start of 2015, some positive political developments were seen in subsequent 
months, such as the full appointment of the cabinet and two rounds of peace talks hosted by 
neighboring countries. Government policy reform, better execution of the development budget, 
and stronger performance in manufacturing are expected to drive growth in 2016. 
 
4. Debt sustainability outlook. The latest available joint International Monetary Fund 
(IMF)–World Bank debt sustainability analysis (DSA) shows that Afghanistan remains at high 
risk of debt distress.4 Following extensive debt relief, Afghanistan’s debt was modest at 6.1% of 
gross domestic product (GDP) in 2013. However, based on two customized scenarios—a 
gradual reduction in grants from donors beginning in 2017 and lower growth projections—
Afghanistan still faces significant risk of debt distress. Because the financing gap that is created 
by these two scenarios would need to be covered by nonconcessional external loans and 
domestic borrowing, debt indicators would breach their thresholds. 
 
5. Key focus and achievements of ADB assistance. Afghanistan was a founding 
member of the Asian Development Bank (ADB) in 1966. After a hiatus from 1980 to 2001, ADB 
resumed its partnership with the Government of Afghanistan. Since then, ADB operations have 
focused on energy, transportation, agriculture, and governance to foster faster economic 
growth, connect the poor to markets, and increase their access to basic productive assets and 
social services. As of 31 December 2014, ADB had approved cumulative assistance to 
Afghanistan totaling $4 billion.5 This included $805 million for the Transport Network 
Development Investment Program, which reduced travel times by more than half on 570 
kilometers (km) of regional and national roads.6 ADB supported the establishment of the 
Afghanistan Railway Authority and funded the first railway between Uzbekistan and 
Afghanistan. Opened in 2012, the line has carried more than 7.4 million tons of goods between 
the two countries. Projects assisted by ADB have also added 590 km of power transmission 
lines, providing electricity to more than 5 million people. 
 
6. Strategy and focus during ADF 12. ADB will continue to provide the infrastructure 
necessary to contribute to rapid economic growth and poverty reduction. Future country 
partnership strategies (CPS) will remain fully aligned with the Afghanistan National 
Development Strategy, National Priority Programs, and ADB’s Strategy 2020 (including the 
priorities identified in its midterm review).7 Operations will target much-needed investment in 
transport, energy, agriculture, natural resources, rural development, and public sector 
management. ADB will also support regional cooperation, private sector development, gender, 
governance and anticorruption, and capacity development. 
 
7. Partnerships and coordination. ADB closely coordinates its operations with 
development partners, such as the Department for International Development of the United 
Kingdom (DFID), the Government of Japan, the International Monetary Fund (IMF), the United 
                                                
4 International Monetary Fund (IMF) and World Bank. 2014. Islamic Republic of Afghanistan: Staff Report for the 

2014 Article IV Consultation―Debt Sustainability Analysis. Washington DC. 
5  ADB. 2015. Asian Development Bank and Afghanistan Fact Sheet. Manila. 
6 ADB. 2011. Proposed Multitranche Financing Facility Islamic Republic of Afghanistan: Transport Network 

Development Investment Program. Manila. 
7  ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. 

Manila; and ADB. 2014. Midterm Review of Strategy 2020: Meeting the Challenges of a Transforming Asia and 
Pacific. Manila. 
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States Agency for International Development, and the World Bank. ADB also seeks cofinanciers 
for the ADB-administered Afghanistan Infrastructure Trust Fund. Established in 2010, the trust 
fund provides an opportunity for private, bilateral, and multilateral development partners to 
partner with ADB to finance infrastructure investments in Afghanistan. In 2014, the trust fund 
provided cofinancing of $16.7 million for emergency rehabilitation of flood-damaged irrigation 
and road infrastructure. 

2. Kyrgyz Republic 

Indicator Latest Year 

 
GDP growth (annual %, average 2010–2014) 4.0 

 
 

GNI per capita, Atlas method (current $) 1,250 2014 

 
Poverty headcount ratio at $1.90 a day (2011 PPP) (% of population) 2.9 2012 

 
Primary education completion rate, total (% of relevant age group) 103.0 2013 

 
Ratio of female to male primary enrollment (%) 98.2 2013 

 
Women in wage employment  (% of total nonagricultural employment) 41.5 2013 

 
Malnutrition prevalence, weight for age (% of children under 5) 2.8 2014 

 
Incidence of tuberculosis (per 100,000 people) 141 2013 

 
Improved sanitation facilities (% of population with access) 93.3 2015 

 
Improved water source (% of population with access) 90.0 2015 

GDP = gross domestic product, GNI = gross national income, PPP = purchasing power parity. 
 
8. Key development issues. Achieving steady and inclusive economic growth and political 
stability are the key challenges for the Kyrgyz Republic, after both were disrupted by major 
political events in 2005 and 2010. The population living below the $1.90-a-day threshold 
declined from 22.0% in 2005 to 2.9% in 2012. Key constraints include weak rule of law, 
unreliable power supply, a shortage of skilled workers, limited access to affordable financing, 
and unevenly distributed economic opportunities. The country’s energy sector assets are in dire 
need of rehabilitation. Limited financial development restricts access to affordable finance and 
constrains private investment, particularly in the poor and rural areas that need it most. Political 
instability caused by regional disparities and corruption impose significant obstacles to 
government decision making and private investment. Accession to the Eurasian Economic 
Union will present additional challenges in the immediate future but will also present new 
opportunities. To reignite inclusive growth, the government needs to address these constraints 
across the country, not just in the main economic centers, and improve access to quality 
education in order to reduce youth unemployment.  
 
9. Economic outlook. GDP grew by 7.3% in the first half of 2015 (4.4% excluding the gold 
industry). Industry expanded by 23.6%, reflecting strong mining and goods processing. 
Agriculture grew by 2.4%, while trade expanded by 5.8%. Growth in construction halved to 
11.2% from 22.0% in 2014, reflecting more moderate expansion in capital investment (6.8% 
from 13.5% in 2014). Growth prospects in 2015 and 2016 will also depend heavily on 
remittances from and trade with the Russian Federation, which is in recession. The Kyrgyz 
Republic’s accession to the Eurasian Economic Union (EEU) on 8 May 2015 and the physical 
opening of the EEU borders effective from 12 August 2015 increase uncertainty about the 
country’s growth prospects in the second half of 2015. However, growth is expected to 
accelerate over the medium term as the country benefits from the EEU integration. Inflation may 
accelerate as a result of the border openings.  
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10. Debt sustainability outlook. The latest available DSA shows that the Kyrgyz Republic 
currently faces a moderate risk of debt distress but remains vulnerable to large external shocks. 
Significant breaches of the debt thresholds could occur a large depreciation of the som 
continues or remittances and foreign direct investment (FDI) inflows fall significantly.8 This could 
shift the Kyrgyz Republic to a high risk of debt distress. The Kyrgyz Republic’s external public 
debt surged to 51.0% of GDP in 2014 from 43.7% a year earlier, reflecting the sharp 
depreciation of the Kyrgyz som and the faster-than-expected disbursement of public investment 
related loans (most financed by the People’s Republic of China [PRC]). Domestic public debt 
remained small at about 2.0% of GDP in 2014, but it is expected to grow as domestic financial 
markets deepen. 
 
11. Key focus and achievements of ADB assistance. As of 31 December 2014, Kyrgyz 
Republic had received $1.5 billion of ADB support. ADB has financed important infrastructure 
projects, supported human development, and helped improve the investment climate by 
modernizing the customs and tax services and the legal and regulatory frameworks to develop 
the private sector.9 Regional cooperation and integration was a major thrust of ADB operations. 
During 2010–2014, ADB operations rehabilitated 116 km of expressways and national roads, 
installed or upgraded 1,770 km of water supply pipes, provided improved educational facilities 
and trained more than 126,000 students under improved systems, and facilitated border 
crossing for nearly 10 million tons of cargo.10  

 
12. Strategy and focus during ADF 12. ADB assistance will focus on improving the 
business environment and creating jobs, helping the economy adjust to the Eurasian Economic 
Union accession by promoting export-oriented industries, rehabilitating key power and transport 
assets while improving the quality and efficiency of their management, and improving the quality 
of education to increase the relevance of graduates’ skills to market needs. As a mountainous 
country with many glaciers, the Kyrgyz Republic is vulnerable to climate change and its impact 
on water flow patterns. Adaptation will remain an important theme, especially in designing 
infrastructure projects.  

 
13. Partnerships and coordination. Development partner coordination in the Kyrgyz 
Republic is exemplary, and strong coordination will continue.11 ADB is an active member of the 
development partners’ coordination council and its sector working groups, which regularly meet 
to discuss common issues and coordinate sector support. ADB chairs the working groups for 
energy and transport, and is a member of the government coordination council chaired by the 
Prime Minister. The Kyrgyz Republic is an active partner in the CAREC program. As a 
landlocked country, it needs to strengthen regional cooperation with neighboring countries to 
improve its investment climate, create productive employment, and reduce poverty. 
 
 
 
 

                                                
8 IMF and World Bank. 2015. Country Report No. 15/113: Kyrgyz Republic―Debt Sustainability Analysis. 

Washington, DC.   
9  ADB. 2015. Asian Development Bank and Kyrgyz Republic Fact Sheet. Manila. 
10 Results of ADB-Supported Operations, 2010–2014 database (accessed August 2015).  
 http://www.adb.org/site/development-effectiveness/results-adb-supported-operations 
11 ADB. 2013. Country Partnership Strategy: Kyrgyz Republic, 2013–2017. Manila. 

http://www.adb.org/site/development-effectiveness/results-adb-supported-operations
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3. Tajikistan 

Indicator Latest Year 

 
GDP growth (annual %, average 2010–2014) 7.1 

 
 

GNI per capita, Atlas method (current $) 1,080 2014 

 
Poverty headcount ratio at $1.90 a day (2011 PPP) (% of population) 4.7 2012 

 
Primary completion rate, total (% of relevant age group) 98.2 2014 

 
Ratio of female to male primary enrollment (%) 98.5 2014 

 
Women in wage employment  (% of total nonagricultural employment) 28.9 2009 

 
Malnutrition prevalence, weight for age (% of children under 5) 13.3 2012 

 
Incidence of tuberculosis (per 100,000 people) 100 2013 

 
Improved sanitation facilities (% of population with access) 95.0 2015 

 
Improved water source (% of population with access) 73.8 2015 

GDP = gross domestic product, GNI = gross national income, PPP = purchasing power parity. 
 
14. Key development issues. The population living below the $1.90-a-day threshold in 
Tajikistan increased from 1.1% in 1990 to 4.3% in 2010 and 4.7% in 2012. The country’s HDI 
value is one of the lowest in the world (0.61), ranking Tajikistan 133th of 187 countries.12 The 
economy has been growing at more than 7% annually in 2010–2014, but the pace slowed to 
6.7% in 2014 as remittance inflows, equivalent to almost half of gross domestic product (GDP), 
fell sharply. This was the result of the economic slowdown in the Russian Federation, which 
hosts up to 90% of the 1 million migrant workers from Tajikistan. Growth is projected to slow 
further to 4% in 2015.13 The country remains vulnerable to external shocks because of its 
narrow economic base and heavy reliance on remittances. Key development challenges facing 
Tajikistan include the lack of reliable year-round power supply, food insecurity, poor transport 
connectivity, and low private investment.  
 
15. Economic outlook. Growth slowed to 6.4% in the first half of 2015 as industrial 
expansion moderated to 14.9% from 16.8% a year earlier, reflecting the 3.5% growth in 
aluminum, and a spillover from the recession in the Russian Federation cut services growth to 
0.8%. Agriculture maintained 6.9% growth. Retail trade and services are expected to decline 
further in the second half of 2015, offsetting growth in industry and agriculture. The slower 
expansion is expected to carry over into 2016. Average inflation moderated to 5.5% in the first 
half of 2015, reflecting auctions of securities by the National Bank of Tajikistan and of treasury 
bills to reduce liquidity. A 32% drop in remittances in the first half of 2015 from the same period 
in 2014 contributed to a 25% decline in imports; exports fell by about 8%. The uncertain external 
environment resulting from the continued depreciation of the ruble and the weakening of the 
PRC yuan and Kazakh tenge is expected to affect Tajikistan mainly through (i) lower 
remittances as the Russian Federation and Kazakhstan are the main destinations for migrant 
workers from Tajikistan; and (ii) the impact on trade with the Russian Federation, the PRC, and 
Kazakhstan, which accounted for about 60% of all imports and 26% of exports in 2014. 
 
16. Debt sustainability outlook. The latest available DSA indicates that Tajikistan is at 
moderate risk of debt distress and is facing rising vulnerabilities.14 Growth is softening and the 
country’s external position has weakened as remittances have fallen with the slowdown in the 
                                                
12 UNDP. 2014. Human Development Report 2014: Sustaining Human Progress—Reducing Vulnerabilities and 

Building Resilience. New York. 
13 ADB. 2015. Asian Development Outlook 2015: Financing Asia’s Future Growth. Manila. 
14 IMF and World Bank. 2015. Republic of Tajikistan: Debt Sustainability Analysis. Washington, DC. Unpublished. 
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Russian Federation and earnings from cotton and aluminum exports have dropped because of 
global market developments. Lower emerging market growth poses another downside risk.15 
Tajikistan’s public debt is projected to increase from 29.2% of GDP in 2013 to 31.5% of GDP in 
2020, while its public external debt is expected to rise from 25.3% of GDP in 2013 to 28.9% in 
2020. The DSA shows that Tajikistan’s debt indicators would breach the thresholds under the 
stress test of a shock in private transfers, which suggests the country’s vulnerability to 
remittance-led slowdowns in growth. 
 
17. Key focus and achievements of ADB assistance. Since joining ADB in 1998 and until 
31 December 2014, the country had received $1.3 billion in loans, grants, and technical 
assistance (TA).16 Complementing national development strategies, the 2010–2014 CPS, 
extended by a 2015 Interim CPS, focuses on energy, transport, and reforms to support private 
sector development.17 ADB’s operations in Tajikistan have helped reduce isolation, increase 
communication, broaden access to electricity, improve social services, and create income-
generating activities. ADB-assisted projects improved more than 600 kilometers of roads, 
enhancing connectivity within the country and with its neighbors. ADB projects also installed or 
upgraded more than 450 km of power transmission and distribution lines, bringing electricity to 
more than 51,000 households. Water projects connected more than 90,000 new households to 
a clean water supply, and improved more than 160,000 hectares of land through irrigation, 
drainage, and flood management. Education projects built or upgraded 1,770 classrooms and 
learning institutions, and trained more than 68,700 teachers to provide 173,000 students with 
better education.  
 
18. Strategy and focus during ADF 12. The government is formulating a 2016–2030 
National Development Strategy, which is likely to emphasize (i) job creation through increased 
private investment, (ii) economic diversification and competitiveness, (iii) industry’s contribution 
to economic growth, and (iv) urbanization.18 Transport connectivity, energy supply and export, 
and food security will remain the government’s top priorities for investment. ADB’s support will 
focus on deepening government-led reforms to achieve macroeconomic stability, improve the 
investment climate, diversify the economy, and increase Tajikistan’s competitiveness.19 ADB 
operations will help improve Tajikistan’s energy and transport infrastructure, and provide skills 
training in areas demanded by local and international job markets. ADB will also continue to 
support climate change adaptation, food security improvement and disaster risk reduction. 
 
19. Partnerships and coordination. As Tajikistan’s largest multilateral development 
partner, ADB plays an important role in aligning the country’s aid with ongoing reforms. 
Tajikistan has an active development coordination tradition. ADB is currently chairing the 
country’s Development Coordination Council, which includes 30 multilateral and bilateral 
partners and has progressively transformed into a vibrant forum for information sharing and aid 
coordination. ADB also cooperates with the private sector and civil society organizations in 
Tajikistan to strengthen the effectiveness, quality, and sustainability of its assistance. 
 

                                                
15 IMF Executive Board’s conclusion from the 2015 Article IV consultation with Tajikistan. 
16 ADB. 2015. Asian Development Bank and Tajikistan Fact Sheet. Manila. 
17 ADB. 2010. Country Partnership Strategy: Tajikistan, 2010–2014. Manila; and ADB. 2014. Interim Country 

Partnership Strategy, Tajikistan, 2015. Manila. 
18 Republic of Tajikistan. Forthcoming. National Development Strategy of the Republic of Tajikistan for the Period 

2016 to 2030. Dushanbe. 
19 ADB. Forthcoming. Country Partnership Strategy: Tajikistan, 2016–2020. Manila. 
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B. Pacific Countries 

Indicator 
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GDP growth (annual %, latest 5-year 
average) 

 

2.2 2.4 26.0 1.2 5.8 1.2 0.6 2.0 

GNI per capita, Atlas method (current 
$) 
 

2,150 
2014 

4,300 
2013 

10,277 
2012 

4,050 
2014 

1,830 
2014 

4,290 
2014 

5,840 
2013 

3,090 
2013 

Poverty headcount ratio at $1.90 a day 
(2011 PPP, % of population) 
 

13.1 
2012 

… … 0.8 
2011 

34.2 
2012 

1.0 
2012 

… 14.7 
2012 

Primary completion rate, total (% of 
relevant age group) 
 

115.2 
2008 

99.8 
2011 

90.3 
2012 

102.4 
2012 

86.3 
2013 

109.0 
2013 

86.4 
2013 

93.3 
2013 

Ratio of female to male primary 
enrollment (%) 
 

103.6 
2009 

99.4 
2011 

103.0 
2012 

99.8 
2012 

98.6 
2013 

99.7 
2013 

99.9 
2013 

96.0 
2013 

Women in wage employment  (% of 
total nonagricultural employment) 
 

43.9 
2010 

36.7 
2011 

37.6 
2011 

36.7 
2012 

33.2 
2011 

47.9 
2011 

43.5 
2012 

37.2 
2009 

Malnutrition prevalence, weight for age 
(% of children under 5) 

14.9 
2009 

… 4.8 
2007 

1.7 
1999 

11.5 
2007 

1.9 
2012 

1.6 
2007 

10.7 
2013 

 
Incidence of tuberculosis (per 100,000 
people) 
 

 
497.0 
2013 

 
354.0 
2013 

 
47.0 

2013 

 
18.0 
2013 

 
92.0 
2013 

 
13.0 
2013 

 
228.0 
2013 

 
62.0 
2013 

Improved sanitation facilities (% of 
population with access) 
 

39.7 
2015 

76.9 
2015 

66.0 
2015 

91.5 
2015 

29.8 
2015 

91.0 
2015 

83.0 
2014 

57.9 
2015 

Improved water source (% of 
population with access) 

66.9 
2015 

94.6 
2015 

97.0 
2015 

99.0 
2015 

80.8 
2015 

99.6 
2015 

97.7 
2015 

94.5 
2015 

… = not available, GDP = gross domestic product, GNI = gross national income. 
 
20. Key development issues. Smallness, remoteness, and geographical dispersion of 
Pacific island countries raise the risks and costs of doing business and delivering services, and 
increase exposure to economic shocks. Governments’ dependence on aid flows and 
households’ reliance on remittances create increased risks to service delivery, livelihoods, and 
human development in many Pacific countries, as demonstrated during the global financial 
crisis in 2008–2009. Frequent natural disasters and the growing threat of climate change 
aggravate these challenges. Thinly stretched public administrations with limited economic 
governance capabilities combine with external factors to create a vicious cycle of low revenue 
potential, limited private investment and job creation, and migration of skilled labor out of the 
region. As a result, growth in many Pacific island countries has been low, volatile, and largely 
driven by the public sector.  

1. Kiribati 

21. Economic outlook. Growth in Kiribati is driven largely by government spending on 
infrastructure projects. Stimulus from ongoing infrastructure projects appears to have been 
greater than previously forecast, and low energy prices encouraged more consumption. Lending 
to households expanded by 26.0% in 2014 as the Kiribati Provident Fund and the Development 
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Bank of Kiribati introduced personal lending schemes. Higher public expenditures, notably on 
wages and salaries, and the inclusion of a budget for contingency and infrastructure 
maintenance, also support output growth. As a result of these developments, the economy is 
projected to grow by 3.0% in 2015. Growth is expected at 2.0% in 2016 as infrastructure 
projects wind down, even though their positive influence on economic activity is expected to 
persist together with the impact of low energy prices. The contribution of fishing license fees to 
GDP is expected to remain high in 2015. 
 
22. Debt sustainability outlook. Kiribati is expected to remain at high risk of debt 
distress.20 The country has a limited export base and is largely dependent on fishing license 
fees. The latest available DSA projects that total public sector debt will nearly double from 
13.1% of GDP in 2014 to 25.6% of GDP in 2020. Meanwhile, the external debt, which consists 
entirely of public external debt, will increase from 8.7% of GDP in 2014 to 22.0% of GDP in 
2020. Kiribati’s high dependence on imports, including those needed to mitigate climate-change 
related risks, and its low growth potential because of its physical constraints and remoteness 
have driven this increase in public debt. The risk of high debt distress remains despite the 
availability of the Revenue Equalization Reserve Fund. The country’s significant development 
expenditures need to be financed from the availability of grants. 

2. Marshall Islands 

23. Economic outlook. Government spending is the main driver of economic growth in the 
Marshall Islands. The implementation of new infrastructure projects and those delayed from 
fiscal year (FY) 2014 will support strong growth in construction and related services in FY2015. 
Government spending rose 12.8% in the first half of FY2015 from a year earlier on higher 
outlays for goods and services, intergovernmental grants, and transfers to households. Capital 
spending increased 86.4% year on year in the same period. As infrastructure projects are 
completed and wind down, growth is expected to drop in FY2016. 
 
24. Debt sustainability outlook. The latest available joint IMF–World Bank DSA indicates 
that Marshall Islands is currently at a high risk of debt distress.21 Under stress tests scenarios, 
its external debt indicators remain above the debt thresholds. Its total public debt also follows 
the dynamics of its total external debt. Future vulnerabilities can arise from potential state-
owned enterprise losses and contingent liabilities from the social security system. Going 
forward, Marshall Island’s external debt is projected to decline from 57.8% of GDP in 2012 to 
51.3% of GDP in 2018. 

3. Nauru 

25. Economic outlook. Economic growth in Nauru is estimated to have been slower than 
forecast in FY2015 (ended 30 June 2015), but is projected to exceed the forecast in FY2016. 
The lower estimate for FY2015 reflects underspending of the budget and problems at Nauru’s 
port that disrupted fuel and other imports as well as phosphate exports. Despite these problems, 
the economy continues to be buoyed by the presence of the Australian Regional Processing 
Centre for asylum seekers, large increases in public spending, and higher consumer spending 
as households benefit from government debt repayments and the liquidation of the Nauru 
Phosphate Royalties Trust. The government has adopted measures intended to strengthen 
                                                
20 IMF and World Bank. 2015. Kiribati: Staff Report for the 2015 Article IV Consultation―Debt Sustainability Analysis. 

Washington, DC. 
21 IMF and World Bank. 2013. Marshall Islands: Staff Report for the 2013 Article IV Consultation―Debt Sustainability 

Analysis. Washington, DC. 
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fiscal sustainability: raising electricity tariffs, privatizing fuel procurement and distribution, and 
introducing an employment and services tax for nonresidents. It plans to impose a new business 
profits tax from January 2016. The recent signing of a 5-year plan with the Government of 
Australia should bring greater stability to revenues from the regional processing center. The 
Government of Nauru is also aiming to establish a trust fund to save for future generations’ 
windfall revenues from the processing center, phosphate exports, and fishing licenses. The 
FY2016 budget allocated A$10.4 million for this purpose, bringing appropriations for the 
proposed fund to A$20.4 million. Growth will slow in FY2016 as budgeted expenditures stabilize 
around current levels, matching the expected plateau in government revenues. 
 
26. Debt sustainability outlook. Nauru is projected to remain at a high risk of debt distress 
resulting from the anticipated gradual rise in overall debt stock. As Nauru is not a member of the 
IMF and the World Bank, a formal assessment of its debt situation is difficult because of the lack 
of available data. A debt assessment done by the Pacific Financial Technical Assistance Centre 
in February 2014 found that the country’s total debt stock was $27 million, excluding yen loans it 
contracted in previous years. Debt statistics are being maintained and updated by the Debt 
Management Unit of Nauru.  

4. Samoa 

27. Economic outlook. Despite higher tourism earnings and remittance-related spending, 
Samoa’s GDP is estimated to have grown in FY2015 by only 1.7%. Visitor arrivals rose by 6.1% 
in FY2015 to April from the same period a year earlier, partly because Samoa hosted a United 
Nations conference in September 2014. Remittances increased by 5.6% year on year during the 
period on higher inflows from Australia and New Zealand, which together account for nearly 
three-quarters of remittances. However, higher remittances were offset by declines in 
agricultural production and nonfood manufacturing. Growth in Samoa is expected to remain 
moderate in FY2016 at 1.9% in light of the recent weakness in agriculture and nonfood 
manufacturing. Government spending is also likely to be lower, by about 2%, following a decline 
of more than 20% in external grant inflows. However, strong inflows from remittances and 
tourism are expected to continue, augmented by receipts from the Commonwealth Youth 
Games. 
 
28. Debt sustainability outlook. Samoa faces a moderate risk of debt distress, according 
to the latest DSA.22 The economy is recovering from the effects of Cyclone Evan, which hit in 
2012–2013. External debt ratios remain well below the debt thresholds, while public debt 
dynamics are favorable. However, under the most extreme scenario of a sharp decline in 
remittances or FDI, the threshold of the present value of the debt-to-GDP ratio would be 
breached in the near term. However, the one-off effects of these shocks are expected to wind 
down. The country also faces downside risk to its public debt because of contingent liabilities 
stemming from government guarantees to public financial institutions and state-owned 
enterprises. 

5. Solomon Islands 

29. Economic outlook. GDP is projected to grow from –0.2% in 2014 to 3.0% in 2015. The 
economy recorded strong export performance and progress in reconstruction following severe 
floods in April 2014. Despite the cessation of gold production, total exports rose by 5.3% in the 

                                                
22 IMF and World Bank. 2015. Samoa: Staff Report for the 2015 Article IV Consultation―Debt Sustainability Analysis. 

Washington, DC. 
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first half of 2015 over the same period in 2014, largely reflecting higher exports of bauxite and 
agricultural commodities. The forecast for 2016 remains unchanged at 3.5% as growth is 
expected to benefit from planned fiscal expansion. However, core inflation remains positive, 
suggesting that headline inflation will rise in the latter part of the year. The current account 
estimated at 8.1% of GDP in 2014 is projected to widen slightly in 2015 and more so in 2016. 
Development assistance flows and foreign direct investment are expected to help maintain 
foreign reserves above 8 months of import cover through 2015 and 2016. 
 
30. Debt sustainability outlook. The Solomon Islands continues to face a moderate risk of 
debt distress.23 Based on the latest DSA, Solomon Islands’ external debt is projected to 
increase from 21.9% of GDP in 2012 to 27.6% of GDP in 2018. Further, under stress test 
scenarios, Solomon Islands’ external debt path is vulnerable to shocks in the form of reduction 
in FDI flows and increase in interest rates. Total public debt also shows similar dynamics and is 
vulnerable to lower GDP growth under stress test scenarios. 

6. Tonga 

31. Economic outlook. The Government of Tonga is expected to continue its expansionary 
fiscal policy. Large capital outlays include expenditures for the 2019 South Pacific Games and 
new projects financed by development partners. The approved budget of $242.4 million for 
FY2016 is 17.5% higher than for the previous year. Development partners are expected to fund 
53.0% of the expenditures. Higher departure taxes and a contemplated foreign exchange levy 
(with revenues from both earmarked for South Pacific Games preparations), as well as higher 
excise taxes on unhealthy food and drinks, are projected to contribute to higher government 
revenues. However, the higher departure taxes and the foreign exchange levy risk harming 
tourism and remittances. Alternative sources of revenue could include import duty reform and 
reductions in tax exemptions. The government is prioritizing public expenditure reform in line 
with recommendations from an ongoing public service remuneration review and the introduction 
of a regular formula-based wage review. 
 
32. Debt sustainability outlook. Tonga is projected to remain at a moderate risk of debt 
distress.24 The latest DSA indicates that Tonga’s external and public debt indicators remain 
below the thresholds under the baseline scenario. However, stress tests show that the risk of 
debt distress is sensitive to a slowdown in exports or a large one-time depreciation of its 
currency. This reflects the small and open nature of the Tongan economy, where imports and 
remittances account for a substantial share of the country’s economic activity. 

7. Tuvalu 

33. Economic outlook. Growth in Tuvalu is driven largely by government spending on 
infrastructure projects. Expansionary fiscal measures, such as a 14.9% increase in public sector 
wages and construction spending, are expected to spur domestic economic activity. Higher 
wages and allocations for one-time development expenditures on new schools, government 
buildings, and outer island projects account for the 52% increase in planned government 
expenditures for 2015. The reconstruction of infrastructure damaged by Cyclone Pam, the start 
of other large infrastructure projects, and continued fiscal expansion will offset the damage and 
                                                
23 IMF and World Bank. 2013. Solomon Islands: Staff Report for the 2013 Article IV Consultation and Second Review 

under the Extended Credit Facility Arrangement and Request for Modification of Performance Criterion―Debt 
Sustainability Analysis. Washington, DC. 

24 IMF and World Bank. 2015. Tonga: Staff Report for the 2015 Article IV Consultation―Debt Sustainability Analysis 
Update. Washington, DC. 
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economic losses caused by the cyclone in early 2015, which are estimated at the equivalent of 
10% of GDP. Fishery exports and fishing license fees continue to provide large inflows of 
foreign exchange, but prospects for earnings from these sources are uncertain over the medium 
term. Remittances look likely to remain significantly below inflows recorded in 2014, but are 
seen to pick up in 2016 as conditions in advanced economies improve. 
 
34. Debt sustainability outlook. The latest DSA indicates that Tuvalu is currently at a high 
risk of debt distress.25 The external debt-to-GDP ratio breaches the threshold under the 
baseline scenario, while debt indicators are susceptible to export shocks and exchange rate 
depreciation under the stress tests. However, Tuvalu’s fiscal buffer, the Consolidated 
Investment Fund, has been built up with assets rising to about 38% of GDP. Under the 
alternative scenario of a fiscal surplus of about 0.5 to 0.1% of GDP because of the buffer, 
Tuvalu’s risk of debt distress is reduced. 

8. Vanuatu 

35. Economic outlook. The economy is expected to contract slightly more than the –1.0% 
forecast in the Asian Development Outlook Update for 2015.26 The damage wrought by Cyclone 
Pam in March 2015 has weighed heavily on tourism and agriculture, and reconstruction efforts 
have been delayed. By June 2015, visitor arrivals by air had fallen 24% from a year earlier and 
arrivals by cruise ship were down by 56%. Growth is expected to rebound in 2016 as several 
large infrastructure projects financed by development partners begin, reconstruction continues, 
and tourism and agriculture recover. In the aftermath of the cyclone, the government responded 
through fiscal and monetary measures. A supplementary budget increased expenditures by 
1.3%, and a value-added tax and import duties were waived for building materials and relief 
items. The Reserve Bank of Vanuatu reduced the policy rate, lowered bank reserve 
requirements, and activated targeted credit facilities. These actions helped stabilize liquidity, but 
the weak monetary transmission mechanism limited benefits to the real economy. National 
Provident Fund members were permitted to withdraw up to 20% of their retirement account to 
finance private recovery efforts. Insurance payouts should also help finance the economic 
recovery. Reconstruction has proceeded more slowly than anticipated because of delays in the 
planning and approval process. Most of the reconstruction is being financed by development 
partners. External grants received in the first half of 2015 rose more than 10-fold over the same 
period in 2014. 
 
36. Debt sustainability outlook. The latest DSA indicates that Vanuatu has shifted from 
low to moderate risk of debt distress.27 The previously planned infrastructure investment 
spending and the post-cyclone reconstruction are to increase both public and external debt in 
relation to GDP. Total public sector debt is projected to jump from 24.0% of GDP in 2014 to 
63.8% of GDP in 2020. Meanwhile, the external debt will rise from 22.5% of GDP in 2014 to 
63.7% of GDP in 2020. Given these projected increases in debt levels over the next few years, 
the authorities need to prioritize investment projects, while building adequate fiscal buffers. 
 
37. Key focus and achievements of ADB assistance in small Pacific countries. ADB 
has funded the building and upgrading of hundreds of kilometers of roads and bridges and port 
                                                
25 IMF and World Bank. 2014. Tuvalu: Staff Report for the 2014 Article IV Consultation―Debt Sustainability Analysis. 

Washington, DC. 
26 ADB. 2015. Asian Development Outlook 2015 Update. Manila (September). 
27 IMF and World Bank. 2015. Vanuatu: Staff Report for the 2015 Article IV Consultation and Request for 

Disbursement under the Rapid Credit Facility and Purchase under the Rapid Financing Instrument―Debt 
Sustainability Analysis. Washington, DC. 
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infrastructure, supported high-speed internet connections and e-learning for remote Pacific 
populations, improved water supply and sanitation in several thousand households across 
several Pacific DMCs, and expanded access to (renewable) energy. ADB has also helped 
strengthen government capacity that has led to extensive fiscal and structural reforms. 
Improved corporate governance and commercialization of state-owned enterprises across the 
Pacific region has enabled better use of scarce resources for public service delivery and private 
sector development.  
 
38. Strategy and focus during ADF 12. A new Pacific Approach, 2016–2020 will define 
ADB’s future strategy, building upon previous experience and the recent evaluation of Pacific 
operations by the Independent Evaluation Department.28 To stabilize and lift growth and living 
standards, operations in the Pacific during ADF 12 will focus on reducing costs, managing risks, 
and creating value. To lower costs across the Pacific DMCs, ADB will continue to improve 
transport networks and facilitate trade, and support energy access, digital connectivity, and 
regulatory and business reforms. To prepare against risks from external shocks, ADB will 
support climate- and disaster-proofing of infrastructure, strengthening of disaster management 
capacity, and improvement of fiscal policies, including for debt and public financial 
management. To improve Pacific DMCs’ capacity to produce high-value products and services 
that can compete in the global marketplace, ADB will support skills development, access to 
finance, infrastructure development, and business reforms.    
 
39. Partnerships and coordination. Operations in the Pacific will continue to be 
characterized by close partnerships and coordination with major development partners, 
including, Australia, Japan, New Zealand, and the World Bank. Building such links within and 
outside the region will facilitate economic growth in the island economies. ADB will support 
coordination and policy reform dialogue between governments and development partners. ADB 
will also continue to leverage cofinancing from bilateral and multilateral sources, preferably on a 
grant basis, for countries with limited ability to borrow because of debt sustainability concerns. 
This includes helping governments access funding from global facilities to finance the region’s 
climate change needs, including working with Climate Investment Funds, the Global 
Environment Facility, and the Green Climate Fund. ADB will also pursue greater use of public- 
private partnerships for investment operations and maintenance, particularly for capital-intensive 
projects in information and communication technology, ports, and energy. 
 
  

                                                
28 ADB. Forthcoming. ADB’s Pacific Approach, 2016–2020. Manila. 
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C. South Asia 

1. Bhutan 

Indicator Latest Year 

 
GDP growth (annual %, average 2010–2014) 6.6 

 
 

GNI per capita, Atlas method (current $) 2,390 2014 

 
Poverty headcount ratio at $1.90 a day (2011 PPP) (% of population) 2.2 2012 

 
Primary completion rate, total (% of relevant age group) 98.4 2013 

 
Ratio of female to male primary enrollment (%) 101.3 2013 

 
Women in wage employment  (% of total nonagricultural employment) 26.3 2012 

 
Malnutrition prevalence, weight for age (% of children under 5) 12.8 2010 

 
Incidence of tuberculosis (per 100,000 people) 169 2013 

 
Improved sanitation facilities (% of population with access) 50.4 2015 

 
Improved water source (% of population with access) 100.0 2015 

GDP = gross domestic product, GNI = gross national income, PPP = purchasing power parity. 
 

40. Key development issues. Bhutan averaged nearly 8% annual growth from 1999 to 
2011.29 As a result, the population living below the $1.90-a-day threshold dropped from 26.8% 
in 1999 to 2.2% in 2012. The country also continues to make good progress towards the MDGs, 
but child malnutrition, gender equity in tertiary education, and youth unemployment need more 
attention. Diversification of the economic base is also crucial for stable economic growth. Driven 
mainly by the capital-intensive hydropower sector, Bhutan’s economic growth has generated 
limited jobs. As a small landlocked economy, Bhutan remains vulnerable to external shocks 
originating in neighboring countries to which its economy is closely tied.30 
 
41. Economic outlook. GDP growth for FY2015 (ended 30 June 2015) was slightly lower 
than expected. Sales of electricity declined compared with FY2014, despite higher hydropower 
production. Construction of the five major hydropower stations continued, but delays caused by 
geological and construction difficulties have pushed back scheduled completion by months. The 
economy is set to expand in FY2016. Despite pressures from increased government spending 
and wages, inflation is expected to ease further in FY2016 as harvests improve, world and 
domestic food prices remain low, and fuel prices also remain low and regulated. The current 
account deficit is projected to be 25% of GDP in FY2015 and FY2016. 

 
42. Debt sustainability outlook. Bhutan’s risk of external debt distress remains moderate. 
The latest DSA shows that Bhutan’s external debt will rise to 116.8% of GDP in 2019 from 
84.8% of GDP in 2013.31 This increase in external debt is attributed to borrowings for its 
hydropower projects. However, Bhutan’s external debt is expected to gradually decline after 
2019 once construction of most of the hydropower projects is completed and debt service starts 
to pay down the debt stock. Bhutan’s risk of external debt distress is moderate because of the 
sensitivity of most of its debt indicators to shocks related to exports, exchange rate depreciation, 
and a growth slowdown under stress tests scenarios. 
 

                                                
29 World Bank World Development Indicators online database (accessed 3 July 2015). 
30 ADB. 2014. Country Partnership Strategy: Bhutan, 2014–2018. Manila.  
31 IMF and World Bank. 2014. Bhutan: Staff Report for the 2014 Article IV Consultation―Debt Sustainability Analysis. 

Washington, DC. 
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43. Key focus and achievements of ADB assistance. Since the start of operations in 
1982, Bhutan has received $723 million from ADB.32 ADF resources, complemented by $121 
million from ADB’s ordinary capital resources, helped Bhutan develop its hydropower potential, 
export green energy to India, and generate additional public revenues to finance domestic 
development. By simultaneously expanding the grid into remote areas, Bhutan is expected to 
achieve 100% rural electrification by the end of 2015—5 years ahead of the original target date. 
In road transport, ADB helped to improve major highways; expand feeder roads; and develop a 
sector strategy, asset management approach, and guidelines for road safety. Regional 
integration and cross-border trade were facilitated through investments in roads, land ports, and 
customs stations. Ongoing urban upgrades in five locations will expand the water supply and 
wastewater treatment systems and transport facilities, and strengthen urban management. 
Finance sector initiatives include improving Bhutan’s public financial management and public 
sector performance, enhancing the central bank’s capacity for regulation and supervision, 
upgrading Bhutan’s macro-financial management system, and developing its capital market.  
 
44. Strategy and focus during ADF 12. Bhutan will be reviewed for possible graduation 
from group A country to group B country. To manage this transition towards more market-based 
funding, Bhutan must become less dependent on grants and external loans, and rely more on 
commercial financing. Bhutan also needs to raise tax revenues, diversify its economy, and 
prudently use hydro revenues. The finance sector needs to be better regulated to minimize 
volatility and increase access to credit, especially for small and medium enterprises. ADB will 
continue to support Bhutan’s economic transformation through national and regional 
hydropower development and road connectivity expansion. Support for urban development will 
focus on water supply, sanitation, wastewater treatment, and residential environment. ADB’s 
support will continue for private sector development, finance, governance, and capacity 
development.  

 
45. Partnerships and coordination. ADB has become Bhutan’s leading source of 
development support. Coordination of operations with other agencies is undertaken through 
government-organized roundtable meetings—the formal development partner coordination 
mechanism—and other regular consultations. ADB’s resident mission in Bhutan, which was 
established in 2012, plays a key role in coordinating aid efforts between stakeholders. An ADB-
assisted green energy project, the Dagachhu hydropower plant, was the first infrastructure 
project in Bhutan financed under a public–private partnership.33 Through the South Asia 
Subregional Economic Cooperation (SASEC) initiative, Bhutan continues to collaborate and 
share knowledge with neighboring countries. 
  

                                                
32 ADB. 2015. Asian Development Bank and Bhutan Fact Sheet. Manila. 
33 ADB. 2008. Proposed Loans, Asian Development Fund Grant, Technical Assistance Grant, and Administration of 

Grant―Bhutan: Green Power Development Project. Manila. 
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2. Maldives 

Indicator Latest Year 

 
GDP growth (annual %, average 2010–2014) 7.0 

 
 

GNI per capita, Atlas method (current $) 7,170 2014 

 
Poverty headcount ratio at $1.90 a day (2011 PPP) (% of population) 0.2 2012 

 
Primary completion rate, total (% of relevant age group) 107.2 2011 

 
Ratio of female to male primary enrollment (%) 96.9 2007 

 
Women in wage employment  (% of total nonagricultural employment) 40.5 2010 

 
Malnutrition prevalence, weight for age (% of children under 5) 17.8 2009 

 
Incidence of tuberculosis (per 100,000 people) 40 2013 

 
Improved sanitation facilities (% of population with access) 97.9 2015 

 
Improved water source (% of population with access) 98.6 2015 

GDP = gross domestic product, GNI = gross national income, PPP = purchasing power parity. 
 
46. Key development issues. The Maldives economy grew by 6.8% in 2014, up from 4.7% 
in 2013.34 Tourism and related sectors, such as transport and communication, contributed 
nearly 58% of GDP growth and accounted for about 45% of GDP.35 Dispersed populations, 
segmented economic activity across islands, and weak connectivity pose challenges to the 
country’s development. With Maldives’ heavy reliance on luxury tourism, the economy needs to 
be diversified, but, as in all small island economies, the options are limited. As a low-lying 
archipelago, the country is susceptible to the impacts of climate change; its geophysical setting 
also confines the expansion of the agriculture sector. Costs of transport and public service 
delivery are high, causing considerable regional inequalities: unemployment and poverty are 
higher in the atolls than in the capital, Malé. Overcoming these development challenges will 
require substantial public sector investment, which is currently constrained by the limited fiscal 
space and increasing public sector debt. 
 
47. Economic outlook. In the first half of 2015, tourism growth in the Maldives was much 
slower than expected, increasing by only 1.3% compared with 11.5% in the previous year, 
despite upbeat tourist arrivals globally and in Asia. Hotel occupancy fell by 4.2%, compared with 
6.0% growth in 2014. Even with a recovery in the second half and the October peak season, 
annual tourism growth would still be lower than previously assumed. An intensified government-
supported marketing campaign aims to foster a recovery that could attract higher tourist arrivals 
in 2016. Improved economic prospects in Europe may also help offset the effects of a slowdown 
in arrivals from the PRC, which in recent years had buoyed tourism. With large infrastructure 
projects under way and an increase in public capital spending budgeted for 2015 and 2016, 
robust construction activity is likely to continue. High public debt is a significant issue given the 
high volatility of earnings from tourism. Debt sustainability is a risk because of plans to 
massively scale up public capital investment over the next 3 years—at least 30% financed 
through loans—and the demonstrated difficulty of cutting back current spending. 
 
48. Debt sustainability outlook. Fiscal slippages or a lower growth trajectory than 
expected would leave Maldives at a high risk of debt distress. If the increase in public debt is 
financed to a greater extent from external sources, it would pose a potential risk to the country’s 
external debt sustainability. The Maldives’s total public debt increased from 68.0% of GDP in 

                                                
34 ADB. 2015. Asian Development Outlook 2015: Financing Asia’s Future Growth. Manila. 
35 Tourism expanded strongly by 7%, albeit slower than the 9% growth in the previous year. 
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2013 to 70.4% of GDP in 2014. The increase reflected the continued additional expenditure 
needs in the aftermath of the tsunami in 2004, as well as recurrent spending on wages, social 
welfare, and subsidies. Given that the external public debt is 26.1% of GDP in 2014, the 
country’s elevated total public debt is driven primarily by large domestic debt. Domestic debt, 
which stood at 44.0% of GDP in 2014, is projected to rise to 56.4% of GDP in 2019, based on 
the latest DSA.36  
 
49. Key focus and achievements of ADB assistance. From 1978 to 31 December 2014, 
ADB had provided the Maldives with a total assistance of $261 million.37 Much of ADB’s support 
after the 2004 tsunami was anchored in its disaster response. In maritime transport, ADB has 
helped the government plan the development of the country’s ports and strengthen their 
capacity to handle more cargo and passengers. In energy, the search for a long-term, 
sustainable solution for the outer islands has included ADB’s support for renewable energy. In 
postsecondary education, the partnership between the government and ADB resulted in the 
establishment of the country’s first university. ADB has helped the government prepare sound 
economic policies, develop financial markets, and give the private sector, including small- and 
medium-sized enterprises, easier access to funds and credit.38   
 
50. Strategy and focus during ADF 12. ADB’s work in the Maldives will be based on the 
strategic thrusts of the CPS, 2016–2020, which is being prepared.39 Discussions with the 
government suggest that ADB assistance should continue to target energy, transport, and 
finance (particularly for micro-, small- and medium-sized enterprises, one of the government’s 
key focus to widen the economic base). In the energy sector, renewable energy is expected to 
dominate. Transport sector operations will support community connectivity, based on the 
government’s plan to encourage dispersed populations from around the country to move to 
selected regional centers away from the capital region. These regional centers would create 
economies of scale and promote more economically viable service delivery models. 
 
51. Partnerships and coordination. ADB has been a major development partner for the 
Maldives since 1978. To reduce duplication and overlap, and minimize transaction costs, the 
government encourages its development partners to specialize in particular sectors or thematic 
areas. ADB focuses on capacity building in public sector financial management, as well as 
support for transport, energy, and micro-, small- and medium-sized enterprises. The ADB 
program continues to be developed in close consultation with the IMF, the United Nations, the 
World Bank, and other development partners.40 In 2014, ADB operations in the Maldives 
generated cofinancing from partners such as the European Investment Bank, the Islamic 
Development Bank, and the Strategic Climate Fund.  
 
 
 
 
 
 

                                                
36 IMF and World Bank. 2015. Maldives: Staff Report for the 2014 Article IV Consultation―Debt Sustainability 

Analysis. Washington, DC. 
37 ADB. 2015. Asian Development Bank and Maldives Fact Sheet. Manila. 
38 ADB. 2015. An Enduring Partnership: The Maldives and the Asian Development Bank. Manila.  
39 ADB. Forthcoming. Country Partnership Strategy: Maldives, 2016–2020. Manila. 
40 ADB’s $35 million Economic Recovery Program in 2009, for example, was provided in conjunction with 

commitments of almost $87 million from the IMF and $13.7 million from the World Bank economic stabilization and 
recovery programs. 
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3. Nepal 

Indicator Latest Year 

 
GDP growth (annual %, average 2010–2014) 4.5 

 
 

GNI per capita, Atlas method (current $) 730 2014 

 
Poverty headcount ratio at $1.90 a day (2011 PPP) (% of population) 9.3 2012 

 
Primary completion rate, total (% of relevant age group) 101.6 2014 

 
Ratio of female to male primary enrollment (%) 108.5 2014 

 
Women in wage employment  (% of total nonagricultural employment) 14.0 2001 

 
Malnutrition prevalence, weight for age (% of children under 5) 30.1 2014 

 
Incidence of tuberculosis (per 100,000 people) 156 2013 

 
Improved sanitation facilities (% of population with access) 45.8 2015 

 
Improved water source (% of population with access) 91.6 2015 

GDP = gross domestic product, GNI = gross national income, PPP = purchasing power parity. 
 
52. Key development issues. While Nepal has made good progress on the MDGs, 
accelerating growth and reducing disparities remain challenging. Inadequate infrastructure and 
internal conflict prevented Nepal from achieving faster and more inclusive economic growth, 
which averaged 4.1% over 2005–2014, falling short of the country’s potential.41 Growth is 
largely driven by the agriculture and service sectors. Industry, which is essential for generating 
jobs for the 500,000 youths who enter the labor market each year, grew only 2.9% annually over 
2005–2014. The sector has been beset by chronic supply-side constraints, including electricity 
shortage. Increasing remittances, which account for more than a quarter of GDP, helped reduce 
poverty (measured on the $1.90-a-day threshold) from 41.2% in 2005 to 9.3% in 2012, and 
improve social indicators.42 Nepal must tackle its infrastructure deficit and low level of human 
capital, while ensuring that growth is inclusive across the many castes and ethnic groups and 
reaches lagging regions.  
 
53. Economic outlook. The catastrophic 7.8 magnitude earthquake on 25 April 2015 and 
its aftershocks are estimated to have slashed GDP growth in FY2015 (ended 15 July 2015) by 
more than 1.5 percentage points from the projected 4.6%.43 Although the earthquake struck 
Nepal in the 10th month of FY2015, the impact on growth seems to be sizable, especially on the 
large services sector, which is now estimated to have grown by only 3.9%, compared with the 
6.0% forecast. In FY2016, inflation is expected to be much higher as price pressures mount 
because of the anticipated drop in the agricultural harvest, higher demand as the pace of 
reconstruction picks up, and persistent supply bottlenecks. Larger imports combined with a 
smaller increase in remittances will likely push the current account into a small deficit. 
Underspending of the budget has been a persistent problem, especially in capital spending, for 
which only 70% of planned expenditure is generally realized. The government’s capacity for 
capital expenditure has to be drastically enhanced to ensure that reconstruction is fast and 
efficient. The total cost of recovery from the earthquake is estimated at about $7.1 billion (one-
third of GDP): about $5.2 billion to repair damage to buildings and infrastructure, and the 
balance to cover economic losses from forgone income. Development partners have pledged 
about $4 billion in grants and concessional loans, to be disbursed over 5 years. Allocations for 
reconstruction are about $910 million in FY2016. The government is simplifying procedures for 
                                                
41 World Bank World Development Indicators online database (accessed 3 July 2015). 
42 The maternal mortality ratio, for example, declined from 790 per 1,000 live births in 1990 to 190 in 2013. From 

World Bank World Development Indicators online database (accessed 3 July 2015). 
43 ADB. 2015. Asian Development Outlook 2015 Update. Manila (September). 
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capital spending and has established a National Reconstruction Authority to speed 
implementation. After allowing for a modest increase in borrowing to finance reconstruction 
projects, fiscal sustainability is likely to be maintained. 
 
54. Debt sustainability outlook. Nepal’s risk of debt distress is expected to remain low 
despite the April 2015 earthquake. Its public debt decreased from 32.3% of GDP in 2013 to 
28.3% of GDP in 2014, while its external debt declined from 20.2% of GDP in 2013 to 17.9% of 
GDP in 2014. Generally prudent fiscal policy and low utilization of its budget on capital spending 
have underpinned the declining levels of public debt. Based on the latest DSA, higher financing 
requirements driven by post-earthquake reconstruction are expected to be manageable under 
the assumption that they are temporary and that financing terms are favorable. As a result, debt 
indicators remain within the debt thresholds, even under the stress tests.44 
 
55. Key focus and achievements of ADB assistance. From 1969 to 31 December 2014, 
ADB had provided $4.7 billion in assistance to Nepal. More than 75% of the assistance was to 
four sectors: agriculture and rural development (23%), energy (22%), transport (17%), and 
water and other urban services (16%).45 Besides infrastructure, ADB also focuses on human 
capital development.46 ADB operations completed in 2010–2014 helped more than 848,000 
students access higher-quality education. About 120,000 more rural households have been 
connected to electricity, and almost 1,500 km of national highways and district and rural roads 
have been built or upgraded. Through water and rural development projects, more than 230,000 
households gained access to improved drinking water.47 ADB resources promoted gender 
equality and social inclusion, and built institutional capacity and good governance. Given 
Nepal’s vulnerability to climate change and earthquakes, mitigation measures are built into 
projects: all 200 schools retrofitted with ADB assistance withstood the 25 April 2015 earthquake. 
 
56. Strategy and focus during ADF 12. Nepal aims to graduate from Least Developed 
Country status by 2022 by pursuing three strategies: (i) rapid and sustained growth induced by 
public and private investments in large infrastructure projects, (ii) human capital development, 
and (iii) regional integration. To accelerate growth, ADB assistance will focus on energy sector 
development, environmentally sustainable urban infrastructure and services, and transport 
expansion. Investments in education and agriculture, natural resources, and rural development 
will build human resources and bridge the rural–urban divide to support inclusive growth. 
Climate change and disaster mitigation will be included in project designs. Regional cooperation 
and integration will continue to be emphasized through investments anchored in the SASEC 
program. 

 
57. Partnerships and coordination. ADB assistance to Nepal during 2009–2013 
accounted for about 22% of all foreign aid commitments to the country.48 ADB also assisted the 
government in preparing periodic development plans and is supporting the preparation of a 
long-term economic development vision—Nepal Economic Vision 2030.49 The SASEC program 
is helping Nepal integrate with the regional economies of Bangladesh, Bhutan, and India. ADB 

                                                
44 IMF and World Bank. 2015. Nepal: Request for Disbursement under the Rapid Credit Facility―Debt Sustainability 

Analysis. Washington, DC. 
45 ADB. 2015. Asian Development Bank and Nepal Fact Sheet. Manila. 
46 ADB. 2013. Country Partnership Strategy: Nepal, 2013–2017. Manila. 
47 ADB. Results of ADB-Supported Operations, 2010–2014 database (accessed August 2015). 

http://www.adb.org/site/development-effectiveness/results-adb-supported-operations 
48 Organisation for Economic Co-operation and Development. OECD.Stat database (accessed 18 August 2015).  
49 ADB. 2012. Technical Assistance to Nepal for the Support for Formulating an Economic Development Vision. 

Manila. 

http://www.adb.org/site/development-effectiveness/results-adb-supported-operations
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is a core member of the sector-wide approach to education group together with nine other 
development partners. ADB also participates in various sector and thematic groups formed to 
coordinate development assistance in Nepal, including investment plans and key policy and 
sector reforms. Cofinancing partners in 2014 included the European Investment Bank; the 
Gender and Development Cooperation Fund; Governments of Japan, Norway, and the United 
Kingdom; the Organization of the Petroleum Exporting Countries (OPEC) Fund for International 
Development; the Sanitation Financing Partnership Trust Fund; and the Strategic Climate Fund. 
 
D. Southeast Asia 

1. Cambodia 

Indicator Latest Year 

 
GDP growth (annual %, average 2010–2014) 6.9 

 
 

GNI per capita, Atlas method (current $) 1,020 2014 

 
Poverty headcount ratio at $1.90 a day (2011 PPP) (% of population) 6.2 2012 

 
Primary completion rate, total (% of relevant age group) 97.3 2013 

 
Ratio of female to male primary enrollment (%) 93.0 2013 

 
Women in wage employment  (% of total nonagricultural employment) 40.9 2012 

 
Malnutrition prevalence, weight for age (% of children under 5) 23.9 2014 

 
Incidence of tuberculosis (per 100,000 people) 400 2013 

 
Improved sanitation facilities (% of population with access) 42.4 2015 

 
Improved water source (% of population with access) 75.5 2015 

GDP = gross domestic product, GNI = gross national income, PPP = purchasing power parity. 
 
58. Key development issues. Cambodia has moved closer to lower middle-income status 
through strong economic growth driven by garment manufacturing, tourism, paddy and milled 
rice, and construction. As growth continues, the economy remains vulnerable to exogenous 
shocks and natural disasters. Poverty, based on the $1.90-a-day threshold, fell from 28.5% in 
2005 to 6.2% in 2012. A 2014 Cambodia country diagnostic study undertaken by ADB identified 
five critical constraints to more inclusive growth: (i) education and training; (ii) power supply in 
rural areas; (iii) roads, ports, and waterways; (iv) corruption and governance; and (v) health 
services, water, and sanitation, especially outside Phnom Penh.50 
 
59. Economic outlook. Agriculture is suffering from an extended period of low rainfall. 
However, data indicate that domestic demand is holding up, based on the 33.3% year-on-year 
expansion of credit to the private sector in May of 2015. Exports and imports appear to be 
growing fast. While the expansion of garment manufacturing, construction, and services—
particularly tourism, finance, and real estate services—continues to drive GDP growth, the pace 
in the garment and tourism industries seems to have moderated. The garment industry faces 
increased competition arising from the appreciation of the US dollar. Inflation was 1.0% year on 
year in May 2015 and averaged 1.1% in the first 5 months as prices declined for transportation 
and fuel. The inflation forecast for 2015 has been trimmed, but the higher forecast for 2016 is 
maintained. Gross official reserves of $4.4 billion at the end of 2014 provided cover for about 4 
months of imports of goods and services. 
 

                                                
50 ADB. 2014. Cambodia: Diversifying Beyond Garments and Tourism. Manila. 
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60. Debt sustainability outlook. The latest DSA shows that Cambodia’s debt distress is 
low.51 Under the baseline scenario, debt burden indicators do not breach their respective 
thresholds. However, under standard stress tests, large exchange rate and export shocks could 
potentially affect debt dynamics. Further, continued build-up in external arrears with bilateral 
creditors, materialization of contingent liabilities, and deterioration of its fiscal position are 
additional downside risks that could impact Cambodia’s debt sustainability. 
 
61. Key focus and achievements of ADB assistance. ADB is Cambodia’s largest 
multilateral development partner. As of 31 December 2014, Cambodia had received $2.1 billion 
in ADB lending, grants, and TA since 1966. The largest shares of ADB finance went to 
agriculture, natural resources, and rural development (25%); transport (20%); education (10%); 
and finance (9%).52 In recent years, ADB assistance has targeted physical infrastructure, 
education, public sector management, private sector development and finance, and agriculture 
and natural resources. From 2010 to 2014, ADB operations in Cambodia (i) connected 40,000 
new rural households to electricity; (ii) installed or upgraded 330 km of power transmission lines; 
(iii) built or upgraded 311 km of roads, of which 268 km are rural; and (iv) provided access to 
new or improved water supply for 96,000 rural households and to new or improved sanitation for 
about 50,000 households. In education, more than 205,000 secondary school students have 
benefited from new or improved educational facilities and 243 trained teachers.53  
 
62. Strategy and focus during ADF 12. ADB’s CPS, 2014–2018 is aligned with the 
government’s Rectangular Strategy for Growth, Employment, Equity, and Efficiency, Phase III, 
and with the National Strategic Development Plan, 2014–2018.54 The CPS builds on the two 
pillars of rural–urban–regional links and human and social development, facilitated by the third 
pillar: public sector management. The first promotes higher agricultural productivity and 
commercialization through rural and urban infrastructure, natural resource management, and 
trade and transport facilitation. The second supports access to quality secondary education and 
skills development through technical and vocational education and training linked to evolving 
labor market demand. The third pillar focuses on decentralization and financial management.  
 
63. Partnerships and coordination. ADB works with a broad range of civil society 
organizations (CSOs) in Cambodia to reduce poverty and increase the effectiveness, quality, 
and sustainability of its assistance. ADB has worked closely with CSOs in the areas of social 
protection, education, public sector management, and decentralization. ADB’s engagement with 
CSOs on advocacy issues is also increasing. In 2014, Cambodia received $62 million in 
cofinancing for ADB projects from the Governments of Australia, Japan, and the Republic of 
Korea, and the Nordic Development Fund. 
 
 
 
 

                                                
51 IMF and World Bank. 2014. Cambodia: Staff Report for the 2013 Article IV Consultation―Debt Sustainability 

Analysis. Washington, DC. 
52 ADB. 2015. Asian Development Bank and Cambodia Fact Sheet. Manila. 
53 ADB. Results of ADB-Supported Operations, 2010–2014 database (accessed August 2015). 

http://www.adb.org/site/development-effectiveness/results-adb-supported-operations 
54 ADB. 2014. Country Partnership Strategy: Cambodia, 2014–2018. Manila. The National Strategic Development 

Plan, 2014–2018 was endorsed by the National Assembly on 26 June 2014. 

http://www.adb.org/site/development-effectiveness/results-adb-supported-operations
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2. Lao People’s Democratic Republic 

Indicator Latest Year 

 
GDP growth (annual %, average 2010–2014) 8.1 

 
 

GNI per capita, Atlas method (current $) 1,650 2014 

 
Poverty headcount ratio at $1.90 a day (2011 PPP) (% of population) 30.9 2012 

 
Primary completion rate, total (% of relevant age group) 101.0 2013 

 
Ratio of female to male primary enrollment (%) 95.1 2013 

 
Women in wage employment  (% of total nonagricultural employment) 34.6 2010 

 
Malnutrition prevalence, weight for age (% of children under 5) 26.5 2011 

 
Incidence of tuberculosis (per 100,000 people) 197 2013 

 
Improved sanitation facilities (% of population with access) 70.9 2015 

 
Improved water source (% of population with access) 75.7 2015 

GDP = gross domestic product, GNI = gross national income, PPP = purchasing power parity. 
 
64. Key development issues. Lao PDR continues to develop rapidly, transforming itself 
into a lower middle-income country. A resource-based boom, fueled by hydropower 
development and mining, has been an important driver of growth. However, continued structural 
transformation and economic diversification is needed to expand opportunities, provide jobs for 
a young population, and make growth more inclusive. Growing inequality and environmental 
vulnerability are generating increasing risks. At the same time, Lao PDR remains highly 
vulnerable to external economic shocks. Key constraints include (i) a lack of educated and 
skilled human resources, (ii) an inefficient and underdeveloped finance sector, (iii) inadequate 
connectivity between rural and urban areas, (iv) poor nutrition and food insecurity, (v) weak 
governance institutions, and (vi) declining competitiveness in the industrial and service 
sectors.55    
 
65. Economic outlook. Construction of electricity and real estate projects and an expansion 
in tourism sustained economic growth in 2015. Among power projects, the 1.9-gigawatt Hongsa 
lignite-fired power plant started commercial operations in June; the 1.3-gigawatt Xayaburi 
project is one of several hydropower plants under construction. Tourist arrivals rose by 11% to 2 
million in the first 5 months of 2015, helped by an increase in air services to the Lao PDR. Mine 
output of copper, gold, and silver rose in the first half of 2015, although prices for the metals 
have declined. On the downside, drought during the planting season is expected to hurt rice 
production and could reduce the water flow needed to generate hydropower. Government 
spending remains constrained by the fiscal deficit, which widened sharply 2 years ago, and from 
a squeeze on government revenue from lower prices for mineral exports. Growth in credit 
slowed to 13.5% year on year in May 2015. To stimulate lending, the central bank directed 
commercial banks in August to lower interest rates. The current account deficit is expected to be 
slightly narrower than previously anticipated. The Lao kip depreciated by 0.9% against the US 
dollar from the end of 2014 to the end of August 2015, but it appreciated by 7.1% against the 
Thai baht in that period.  
 
66. Debt sustainability outlook. The latest DSA indicates that the country is transitioning to 
a high risk of debt distress.56 The Lao PDR’s external debt rose from 84.4% of GDP in 2013 to 

                                                
55  ADB. 2011. Country Partnership Strategy: Lao People's Democratic Republic, 2012–2016. Manila. 
56 IMF and World Bank. 2014. Lao People’s Democratic Republic: Staff Report for the 2014 Article IV 

Consultation―Debt Sustainability Analysis. Washington, DC. 
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90.8% of GDP in 2014. The rise in debt was partly driven by heavy investment in power 
generation projects. While debt service ratios remain within the thresholds in the baseline, the 
present value of the external debt-to-GDP ratio breaches the threshold for a number of years. 
Given the considerable share of debt denominated in foreign currency, the country is also 
vulnerable to a large sudden exchange rate depreciation, which could significantly raise the 
debt-to-GDP and debt service ratios. Expected revenues from the large investments in resource 
projects mitigate risks to the debt outlook. 
 
67. Key focus and achievements of ADB assistance. As of 31 December 2014, ADB had 
provided $2.3 billion in total assistance to Lao PDR since 1968, consistent with its rapidly 
evolving development needs.57 A recent priority has been to expand access to safe, reliable, 
and affordable water supply, as well as other municipal infrastructure and services. ADB support 
for urban development has improved the quality of life in Lao PDR, while stimulating additional 
private investment in other economic activities. Recently approved projects support 
commercialization of smallholder livestock farming in 12 districts, improved access to 
infrastructure and tourism services in four provinces, the creation of 27,000 new jobs, and 
strengthened governance and capacity to deliver better public services and achieve the MDGs 
for health and education. Complementary assistance for trade, tourism, agricultural 
infrastructure, and development of small- and medium-sized enterprises has helped increase 
exports to more than $1 billion, foreign direct investment to more than $500 million, and annual 
tourist arrivals to more than 4 million. 
 
68. Strategy and focus during ADF 12. Lao PDR aspires to graduate from Least 
Developed Country status by 2020. Sustained levels of economic growth, as seen in recent 
years, will be necessary to achieve this goal. While foreign direct investment can be expected to 
drive growth in the natural resource sector, private sector development and infrastructure 
investments in the non-resource sectors are needed to diversify the economy, create quality 
employment, enhance rural development, and raise agricultural productivity. Environmental 
management is needed to address the impact of activities in the resource sector and to 
strengthen resilience to natural disasters. Achieving the MDGs on the health of children and 
women is of particular importance.58 In the new CPS, 2017–2021, which is being prepared, the 
priority sectors and thematic areas will be determined based on diagnostics and assessments, 
as well as consultations with key stakeholders.59 The guiding principles for the CPS, 2017–2021 
are likely to include continuing support for policy reforms; alignment with the 8th National Socio-
Economic Development Plan, 2016–2020; and prioritization of sectors in which ADB can have a 
strong impact. 
 
69. Partnerships and coordination. ADB’s resident mission in Lao PDR, established in 
2001, coordinates with key development partners for cofinancing and collaboration. The 
government-led roundtable process promotes coordination among development partners, the 
private sector, and civil society organizations, reducing transaction costs and boosting the 
efficiency and effectiveness of ADB’s operations. Under the roundtable process, ADB 
participates in the sector working groups related to its operations and co-chairs the ones on 
macroeconomics and infrastructure. ADB continues to mobilize cofinancing from development 
partners for a number of its public sector loan and TA operations. By the end of 2014, 
cumulative direct value added cofinancing for the Lao PDR totaled $213 million for investment 

                                                
57 ADB. 2015. Asian Development Bank and Lao People’s Democratic Republic Fact Sheet. Manila. 
58 Government of Lao PDR, Ministry of Planning and Investment. 2015. Five Year National Socio-Economic 

Development Plan VIII (2016–2020)—5th Draft. Vientiane. 
59 ADB. Forthcoming. Country Partnership Strategy: Lao People’s Democratic Republic, 2017–2021. Manila. 
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projects and $42 million for TA projects, while commercial cofinancing amounted to $499 
million.60 

3. Myanmar 

Indicator Latest Year 

 
GDP growth (annual %, average 2013–2014) 8.4 

 
 

GNI per capita, Atlas method (current $) 1,270 2014 

 
Poverty headcount ratio at national poverty line (% of population) 25.6 2010 

 
Primary completion rate, total (% of relevant age group) 95.0 2010 

 
Ratio of female to male primary enrollment (%) 99.1 2010 

 
Women in wage employment  (% of total nonagricultural employment) 35.7 1998 

 
Malnutrition prevalence, weight for age (% of children under 5) 22.6 2009 

 
Incidence of tuberculosis (per 100,000 people) 373 2013 

 
Improved sanitation facilities (% of population with access) 79.6 2015 

 
Improved water source (% of population with access) 80.6 2015 

… = not available, GDP = gross domestic product, GNI = gross national income, PPP = purchasing power parity. 
 
70. Key development issues. Since 2011, Myanmar has been undergoing a series of 
complex and far-ranging political, economic, and social transformations. The country has strong 
potential for rapid growth, abundant natural resources, a strategic location at the crossroads of 
Asia, and a large youthful population. While impressive progress has been achieved in 
economic and social reforms, development challenges remain daunting. Myanmar remains one 
of the poorest countries in Asia and needs to improve infrastructure, strengthen governance and 
public sector capacity, upgrade its workforce to meet labor market demand, revitalize 
agriculture, build a dynamic private sector, resolve ethnic and sectarian conflicts, and foster 
integration with the surrounding dynamic region. 
 
71. Economic outlook. Despite severe flooding and landslides in July and August 2015, the 
Myanmar economy continues to expand robustly on investment stimulated by structural reform 
and generally strong domestic demand. Fiscal policy and expanded credit are contributing to 
growth, although both fiscal and monetary policies will likely need to be tightened to rein in 
inflationary pressures and stabilize exchange rate expectations. Rapid growth in credit, 
expansionary budgets, and a widening trade deficit pose risks to price and external stability. A 
prolonged decline in global prices for natural gas, a major export from Myanmar, could erode its 
fiscal and external positions. 

 
72. Debt sustainability outlook. The latest DSA indicates that there are potential domestic 
and external downside risks to Myanmar’s debt outlook.61 Following resolution of Myanmar’s 
arrears with its multilateral and bilateral creditors completed in FY2013/14, its external debt 
dropped from 18.0% of GDP in FY2013/14 to 14.4% of GDP in FY2014/15. Meanwhile, the 
country’s public debt also dropped from 34.8% of GDP in FY2013/14 to 31.6% of GDP in 
FY2014/15. However, on the domestic front, lower-than-projected GDP growth and fiscal 
slippages could affect debt sustainability. On the external side, further declines in gas prices 
and depreciation of the kyat could increase Myanmar’s risk of external debt distress. 

                                                
60 ADB. 2015. Asian Development Bank and Lao People’s Democratic Republic Fact Sheet. Manila. 
61 IMF and World Bank. 2015. Myanmar: Staff Report for the 2015 Article IV Consultations―Debt Sustainability 

Analysis. Washington, DC. 
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73. Key focus and achievements of ADB assistance. Since reengaging with Myanmar in 
2012, ADB has (i) prepared comprehensive economic and sector work, while establishing 
dialogue with the government and other development partners; (ii) prepared an interim CPS;62 
(iii) built an operational program; (iv) established a resident mission; and (v) approved nearly $1 
billion in total assistance. ADB support for the East–West corridor will connect Myanmar’s delta 
region to vibrant regional markets and bring markets and essential services within reach of 
thousands of villages. Support for establishing a proper regulatory framework, both for the 
electricity subsector and for public–private partnerships, could unlock major investments in 
power generation and help overcome the country’s chronic power shortages. Improved 
transmission and distribution systems will reduce power losses and improve the stability of the 
grid. ADB support for technical and vocational education will provide youth with the skills 
needed to find productive employment. ADB assistance will also help establish a functioning 
commercial legal system, including a new company law, business registry, public debt 
management capacity, and stronger central bank capacity. 

 
74. Strategy and focus during ADF 12. The new CPS, 2017–2021 will reflect increased 
sector focus and selectivity in line with the government’s forthcoming Five-Year National 
Development Plan (2016–2021) and with ADB’s corporate strategy.63 ADB will adopt a long-
term, programmatic approach in three priority sectors—energy, transport, and education and 
training—building on the government’s strategic plans. Regional cooperation and integration 
and private sector development will be cross-cutting themes, and all CPS activities will include a 
rural development element, to drive poverty reduction. ADB’s technical assistance will continue 
to prioritize a wide range of capacity development activities in the areas of environmental 
safeguards, project monitoring and evaluation, public–private partnerships, and project 
preparation. 

 
75. Partnerships and coordination. Leveraging ADB’s resources and combining efforts 
with other development partners to reduce aid transaction costs is a central plank of ADB’s 
reengagement strategy in Myanmar. To attract cofinancing, ADB meets regularly with 
development partners and proactively approaches new ones entering Myanmar, prepares and 
disseminates updated project information, and supports project teams in liaising with 
development partners. Since its reengagement, Myanmar has received $56 million in 
cofinancing for four investment projects and $21 million for 19 TA projects.64 ADB is an active 
participant in government–development partner aid coordination mechanisms, and currently co-
chairs the energy and transport sector working groups. 

                                                
62  ADB. 2012. Interim Country Partnership Strategy: Myanmar, 2012–2014. Manila. 
63 ADB. Forthcoming. Country Partnership Strategy: Myanmar, 2017–2021. Manila. 
64  ADB. 2015. Asian Development Bank and Myanmar Fact Sheet. Manila. 
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EXPECTED REVIEW OF RECLASSIFICATIONS AND TRANSITION ARRANGEMENT FROM 
GROUP B TO C 

 
1. Per capita gross national income. Of the current 10 OCR blend countries, all with the 
exception of Bangladesh, have already exceeded the per capita GNI cutoff for graduation from 
concessional assistance for at least one year as of 2014. Of these 9 countries, only Pakistan 
has exceeded the per capita GNI cut off for less than 4 years, exceeding it in 2012. Meanwhile, 
analysis of the projected per capita gross national income indicates that Bangladesh would 
exceed the projected per capita gross national income cutoff in 2017.    
 
2. Creditworthiness. Of the current CA countries, 7 are rated by at least one international 
credit rating agency. Of these 7 countries, 6 are OCR blend countries, i.e., Bangladesh, 
Mongolia, Pakistan, Papua New Guinea (PNG), Sri Lanka and Viet Nam. ADB supplements this 
information on the ratings of international credit rating agencies with an analysis of the 
demonstrated stability in attracting long-term finance (net inflows of foreign direct investment-to-
GDP ratio). Based on the analysis undertaken, only Bangladesh, Federated States of 
Micronesia and Pakistan have not shown stability in attracting long-term finance among the 
OCR blend countries. 
 
3. After consideration of all the analysis undertaken, Table A2.1 provides a summary of the 
expected review of reclassification of OCR blend countries under ADF 12 and 13. 
 

Table A2.1: Expected Review of Reclassifications from Group B to C 
  Developing Member Country  

    ADF 12 
 (2017–2020) 

                         Sri Lanka  
                         Viet Nam        

  

    ADF 13 
 (2021–2024) 

 
 

                         Palau  
                         Papua New Guinea  
                         Timor-Leste  
                         Mongolia  
                         Uzbekistan     

  

 
A. Expected Review of Classifications in ADF 12 

4. Sri Lanka. Sri Lanka is proposed for reclassification review from group B to group C in 
ADF 12. Sri Lanka has exceeded the per capita GNI threshold since 2003 and is also rated by 
international credit rating agencies. Based on additional analysis, the country has also shown 
stability in attracting long-term finance. Further, following the launch of international sovereign 
bond issuance in 2007, Sri Lanka’s finance sector has increased its recourse to international 
capital markets, which signifies the country’s growing reliance on international finance on non-
concessional terms. 
 
5. Viet Nam. Viet Nam is also proposed for reclassification review from group B to group C 
in ADF 12. Viet Nam has exceeded the per capita GNI threshold since 2010, and like Sri Lanka, 
is rated by international credit rating agencies. Viet Nam has also shown stability in attracting 
long-term finance. In Viet Nam, the manufacturing sector has been driven by foreign investment, 
especially the export-oriented electronics sector. This has underpinned the country’s rising 
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growth prospects, even though it has also made Viet Nam vulnerable to downside risks coming 
from external economic shocks.     

 
B. Expected Review of Classifications in ADF 13 

6. Papua New Guinea. Papua New Guinea has exceeded the per capita GNI threshold 
since 2009. With its large resource endowment, particularly, liquefied natural gas (LNG), Papua 
New Guinea is undergoing an important economic transition. Maintaining a sustainable external 
debt position and financial stability during the transition is important in view of the still modest 
LNG revenues expected in the medium term. A planned debut sovereign bond issuance would 
firm up the country’s access to international private capital markets.1  
 
7. Palau. Aside from already being an IBRD-only borrower, Palau has exceeded the per 
capita GNI cutoff since 1993, the earliest year for which data is available. It is not rated, 
however, by major international credit rating agencies. Although the latest available debt 
sustainability analysis by the International Monetary Fund (IMF)-World Bank indicated that 
Palau is in a low-risk of debt distress, given the expiration of Compact grants in FY2024, Palau 
needs fiscal adjustment over the medium term. This adjustment will ensure that public debt is 
placed on a downward path.2 
 
8. Mongolia. Mongolia has exceeded the per capita GNI threshold since 2006. It is also 
rated by major international credit rating agencies. In 2012, it issued Eurobonds which signified 
the country’s access to external resources on non-concessional terms. While its public and 
external debts have substantially increased recently, Mongolia is projected to remain financially 
solvent in the long-term because of the expected large mining revenues in the coming years.3  
 
9. Timor-Leste. Timor-Leste has also exceeded the per capita GNI threshold since 2006. 
The country has a large resource endowment, i.e, oil, based on which revenues have been 
saved through the Petroleum Fund.4 However, the country lacks the necessary financial 
hedging instruments to protect the most vulnerable against prolonged downside risks such as 
protracted weakening in oil prices. 
 
10. Uzbekistan. Uzbekistan has crossed the per capita GNI cut off since 2010. Exchange 
and foreign-currency controls currently severely limit the country’s ability to tap international 
financial markets on commercial terms. However, looking ahead, newly adopted modernization 
programs for industry and infrastructure as well as programs for privatization and corporate 
governance would contribute to structural reforms and promote long-term growth and economic 
development.    
 
   

                                                
1 IMF. 2015. Papua New Guinea Staff Report for the 2015 Article IV Consultation―Debt Sustainability Analysis. 
2 IMF. 2014. Palau Staff Report for the 2014 Article IV Consultation. 
3 IMF. 2015. Mongolia Staff Report for the 2015 Article IV Consultation―Debt Sustainability Analysis.    
4  http://www.imf.org/external/np/sec/pr/2014/pr14478.htm 

http://www.imf.org/external/np/sec/pr/2014/pr14478.htm
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Table A2.2: Projected Composition of Group A and B Countries under ADF 12, 13 and 14 
ADF XI  ADF 12  ADF 13 ADF 14 

Group A Countries 2017–2018 2019–2020  2021–2022 2023–2024 2025–2028 
Afghanistan  Afghanistan Afghanistan  Afghanistan Afghanistan Afghanistan 
Bhutan  Cambodia Cambodia  Cambodia Cambodia Kiribati 
Cambodia  Kiribati Kiribati  Kiribati Kiribati Maldives 
Kiribati  Kyrgyz Republic Kyrgyz Republic  Kyrgyz Republic Kyrgyz Republic Marshall Islands 
Kyrgyz Republic  Lao PDR Lao PDR  Maldives Maldives Nauru 
Lao PDR  Maldives Maldives  Marshall Islands Marshall Islands Samoa 
Maldives  Marshall Islands Marshall Islands  Myanmar Myanmar Solomon Islands 
Marshall Islands  Myanmar Myanmar  Nauru Nauru Tonga 
Myanmar  Nauru Nauru  Nepal Nepal Tuvalu 
Nauru  Nepal Nepal  Samoa Samoa Vanuatu 
Nepal  Samoa Samoa  Solomon Islands Solomon Islands  
Samoa  Solomon Islands Solomon Islands  Tajikistan Tajikistan  
Solomon Islands  Tajikistan Tajikistan  Tonga Tonga  
Tajikistan  Tonga Tonga  Tuvalu Tuvalu  
Tonga  Tuvalu Tuvalu  Vanuatu Vanuatu  
Tuvalu  Vanuatu Vanuatu     
Vanuatu        
Group B Countries        
Armenia  Bangladesh Bangladesh  Bangladesh Bangladesh Bhutan 
Bangladesh  Bhutan Bhutan  Bhutan Bhutan Cambodia 
Federated States of 
Micronesia 

 Federated States of 
Micronesia 

Federated States of    
Micronesia 

 Lao PDR Lao PDR Federated States of 
Federated States of Federated States of Micronesia 

Georgia  Mongolia Mongolia  Micronesia 
Mongolia 

Micronesia 
Pakistan 

Kyrgyz Republic 
Lao PDR Mongolia  Pakistan Pakistan 

Pakistan  Palau Palau  Pakistan  Myanmar 
Palau  PNG PNG  Timor-Leste  Nepal 
PNG  Sri Lanka Timor-Leste  Uzbekistan  Tajikistan 
Sri Lanka  Timor-Leste Uzbekistan     
Timor-Leste  Uzbekistan      
Uzbekistan  Viet Nam      
Viet Nam        

ADF = Asian Development Fund; Lao PDR = Lao, People’s Democratic Republic; PNG = Papua New Guinea. 
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C. Transition Arrangement for Countries Graduating From ADB Concessional 
Resources 

11. To manage the transition towards market-based finance, graduating countries must
become less dependent on concessional resources. At the same time, countries graduating 
from ADB’s concessional resources need greater domestic resource mobilization through 
significantly raising tax and non-tax revenues and strengthening the management of public 
expenditures as well as better channeling of private transfers (e.g., remittances) to increase 
their impact on poverty reduction and inclusive growth. 

12. To help manage the challenges and opportunities of countries graduating from ADB’s
concessional resources, ADB will consider a three-pronged approach: 

(i) Early consultation and support for planning financing needs; 
(ii) Transition phase from approval to effectivity of reclassification; and 
(iii) Increasing market-based ordinary capital resources (OCR) lending (MOL) to 

compensate for the loss in access to concessional resources. 

13. Early consultation and support for planning financing needs. ADB will provide
advice at an early stage to support countries graduating from its concessional resources. Areas 
that it can provide assistance to country authorities are: guidance on smoothing the financing 
transition from concessional OCR lending (COL) to MOL; and outlining the implications for the 
country of the implementation of the accelerated repayment of outstanding ADF loans, including 
working out the various options available and choosing the optimal ones that are tailored to the 
country’s repayment capacity.   

14. Transition phase to effectivity of reclassification. To provide for a smooth and
gradual adjustment by country authorities for the management of their overall debt position, a 
transition phase from approval to effectivity of reclassification can be provided to countries 
reclassified from group B to C. No transition phase is proposed to be provided for countries 
reclassified from group A to B.   

15. Increasing MOL to compensate for the loss in access to COL. To compensate for
the gap created by the loss of access to COL, ADB can increase the amount of MOL to the 
reclassified countries.  

16. ADB will also enhance its private-sector operations in countries graduating from its
concessional resources. Specifically, ADB will shift toward catalyzing development in such 
countries through innovative private sector investments and providing customized knowledge 
products. With regard to the former, a suite of investment finance, advisory services and risk 
management tools will help catalyze additional financial resources. With regard to the latter, 
ADB’s contribution will increasingly take the form of promoting deeper knowledge and 
understanding of policies that sustain growth and promote economic diversification (e.g., 
policies that promote high-value added economic sectors).1 

5  ADB. 2014. Midterm Review of Strategy 2020: Meeting the Challenges of a Transforming Asia and the Pacific. 
Manila. 
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SUSTAINABLE DEVELOPMENT GOALS 
 
Goal 1 End poverty in all its forms everywhere 
Goal 2 End hunger, achieve food security and improved nutrition and promote sustainable 

agriculture 
Goal 3 Ensure healthy lives and promote well-being for all at all ages 
Goal 4 Ensure inclusive and equitable quality education and promote lifelong learning 

opportunities for all 
Goal 5 Achieve gender equality and empower all women and girls 
Goal 6 Ensure availability and sustainable management of water and sanitation for all 
Goal 7 Ensure access to affordable, reliable, sustainable and modern energy for all 
Goal 8 Promote sustained, inclusive and sustainable economic growth, full and productive 

employment and decent work for all 
Goal 9 Build resilient infrastructure, promote inclusive and sustainable industrialization 

and foster innovation 
Goal 10 Reduce inequality within and among countries 
Goal 11 Make cities and human settlements inclusive, safe, resilient and sustainable 
Goal 12 Ensure sustainable consumption and production patterns 
Goal 13 Take urgent action to combat climate change and its impactsa 
Goal 14 Conserve and sustainably use the oceans, seas and marine resources for 

sustainable development 
Goal 15 Protect, restore and promote sustainable use of terrestrial ecosystems, sustainably 

manage forests, combat desertification, and halt and reverse land degradation and 
halt biodiversity loss 

Goal 16 Promote peaceful and inclusive societies for sustainable development, provide 
access to justice for all and build effective, accountable and inclusive institutions at 
all levels 

Goal 17 Strengthen the means of implementation and revitalize the global partnership for 
sustainable development 

a Acknowledging that the United Nations Framework Convention on Climate Change is the primary international, 
intergovernmental forum for negotiating the global response to climate change. 

Source: United Nations. 2015. Transforming Our World: The 2030 Agenda for Sustainable Development (Finalized 
text for adoption, 1 August). https://sustainabledevelopment.un.org/post2015/transformingourworld 
 
 

 

https://sustainabledevelopment.un.org/post2015/transformingourworld
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