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EXECUTIVE SUMMARY 
 

This paper articulates the key strategic and operational directions the Asian 
Development Bank (ADB) will pursue in its developing member countries (DMCs) with access to 
concessional and grant assistance during the Asian Development Fund (ADF) 12 (2017–2020) 
period. The paper presents how ADB will align itself with the emerging international 
development agenda to support these countries in overcoming their still formidable challenges 
and reaching the next stage of their development. This new agenda is defined by the 
Sustainable Development Goals (SDGs), the Financing for Development Conference, and the 
Conference of Parties on Climate Change to be held in Paris in December 2015. 
 

Concessional assistance (CA) countries have made good progress on sustaining 
economic growth and reducing poverty. However, development challenges still abound. More 
than 100 million people continue to suffer from absolute poverty in CA countries, more than a 
quarter billion subsist on less than $2 a day, and the number of people living just above the 
absolute poverty threshold has increased. CA countries remain offtrack on 40% of the 
Millennium Development Goal (MDG) indicators. Weak governance and underperforming 
institutions continue to stifle basic services and breed corruption. Addressing climate change is 
a major challenge. Adding to these challenges is the ambitious mandate of the new global 
development agenda that calls for ending poverty, hunger, and other key development 
problems. 

 
 Countries in fragile and conflict-affected situations (FCAS) are behind other CA countries 
on achieving the MDGs and are even more vulnerable to climate change and natural disasters. 
FCAS countries especially lag on their governance and institutional capacities, which remain 
their biggest constraints to improving service delivery and uplifting living standards.  
 

Under ADF 12, ADB will increase its support to CA countries, and particularly to FCAS 
countries, to help them mitigate development challenges and make progress on the SDGs. With 
its expanded financial capacity following the combination of the ADF lending operations with the 
ordinary capital resources (OCR) balance sheet, and with continued support from donors, 
ADB’s concessional assistance will rise by 39% (and market-based assistance by 12%) during 
the ADF 12 period.1 The need and rationale for ADB’s continued concessional assistance to 
these countries is based on the following: 

 
(i) Large unmet development challenges. CA countries face major development 

constraints and challenges. To address these challenges and make progress on 
the SDGs, they continue to require external financial and technical support and 
assistance on favorable terms.   
 

(ii) Investment in regional public goods. CA countries need incentives to increase 
investment in regional public goods (RPGs) given the externalities and spillover 
effects attached to these goods. In this context, concessional assistance can 
support critical measures to address climate change and boost resilience to 
natural disasters, promote regional health security and control of communicable 
diseases, and help develop cross-border infrastructure and services. 

 
(iii) Limited financing options. Domestic revenue mobilization remains weak and 

inadequate to finance the needed investments in CA countries. Their 

                                                
1
  ADB intends to increase annual financing commitments to current CA countries by up to 70% by 2026. 
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underdeveloped banking and capital markets limit the possibility of a significant 
short-term increase in financing from the private sector. Official development 
assistance to CA countries also remains insufficient to meet their development 
needs. 

 

(iv) Effectiveness of ADB’s support. ADB is a longstanding development partner in 
the region with a successful track record of delivering assistance and obtaining 
results. The success rates of ADB’s completed sovereign operations in CA 
countries have improved. External assessments of the development 
effectiveness of ADB’s support have also remained consistently positive. 

 
CA-only countries that face the risk of debt distress, and are consequently constrained in 

accessing loan and market-based financing, continue to require grants to address their 
development financing needs. Seven such ADB client countries currently face a high risk of debt 
distress, while another six are at moderate risk. ADB seeks to enhance its assistance for such 
countries and seeks donor financing under ADF 12 to meet their grant requirements. 

 
In increasing its support for grant recipient countries under ADF 12, ADB plans to 

increase minimum allocations for small countries, maintain post-conflict assistance for 
Afghanistan, and provide greater support for RPGs and responding to natural disasters. ADB 
also plans to increase the share of CA-only countries, including grant recipient countries, in the 
allocation of grant technical assistance resources to build capacity, support preparation and 
execution of development projects, and provide knowledge and advisory support. 

 
ADB’s own financial capacity is restricted and insufficient to provide grants at the scale 

needed by such countries, particularly with no loan reflows from concessional lending following 
the ADF-OCR combination. Donor contributions will become even more important than in the 
past, covering two-thirds of the grant financing requirement. ADF 12 operations would not be 
financially viable without these contributions. 

 
ADB will use its concessional assistance and financing from donors to support inclusive 

and sustainable development in CA and CA-only countries. This support will focus on seven key 
priorities: (i) mainstreaming gender in operations, (ii) addressing fragile and conflict-affected 
situations, (iii) promoting food security, (iv) strengthening private sector development, (v) 
improving governance and capacities, (vi) strengthening preparedness and response to climate 
change and natural disasters, and (vii) supporting other RPGs. 

 
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 
interventions to complement its support for infrastructure and to deepen the inclusiveness of its 
overall assistance under ADF 12. Such support will be manifested in operations in the education 
and health sectors as well as for social protection. 

 
Continued support from donors under ADF 12 will help ADB enhance the level and 

quality of its assistance to CA-only and FCAS countries. This support will play an important part 
in financing the development investments these countries need to make to overcome their 
development challenges and reach the SDGs. 

 
Donors’ guidance is requested on the proposed strategic and operational priorities for 

ADF 12 presented in the paper. 



 
 

 

I. INTRODUCTION 

1. This paper articulates the key strategic and operational directions the Asian 
Development Bank (ADB) will pursue in its developing member countries (DMCs) with access to 
concessional and grant assistance during the Asian Development Fund (ADF) 12 (2017–2020) 
period. ADB’s request to donors for the ADF 12 replenishment is for financing grants only, 
following its expanded lending capacity with the combination of its ADF lending operations with 
the ordinary capital resources (OCR) balance sheet. The requested replenishment would, 
therefore, support only the grant recipient subset of concessional assistance (CA) countries. 
This notwithstanding, ADB and donors agreed to continue discussion on concessional 
assistance to both loan-eligible and grant-eligible DMCs. The directions set in this paper, 
accordingly, apply to both sets of countries. Altogether, 27 DMCs have access to concessional 
assistance during the ADF 12 period (Table 1). Of these, 13 currently receive grant assistance. 
 

Table 1: Classification of ADB Developing Member Countries 

Concessional Assistance 
Market-based 

OCR-only 

 Fragile and Conflict 

Affected Situationa 
 Concessional 

Assistance-only 
 OCR Blend 

Afghanistanb 

Bhutanb 

Cambodia 

Kiribatib  

Kyrgyz Republicb 

Lao People’s 

Democratic Republic 

Maldivesb 

Marshall Islandsb 

Myanmar 

Naurub 

Nepal 

Samoab 

Solomon Islandsb 

Tajikistanb 

Tongab 

Tuvalub 

Vanuatub 

Bangladesh  

Micronesia, Federated 

States of 

Mongolia 

Pakistan 

Palau 

Papua New Guinea 

Sri Lanka 

Timor-Leste 

Uzbekistan 

Viet Nam 

Armeniac  

Azerbaijan  

China, People’s 

Republic of 

Cook Islands 

Fiji 

Georgiac 

India 

Indonesia 

Kazakhstan 

Malaysia 

Philippines 

Thailand 

Turkmenistan 

Afghanistan 

Kiribati 

Marshall Islands 

Micronesia, Federated 

States of 

Myanmar 

Nauru 

Solomon Islands 

Timor-Leste 

Tuvalu 

ADF = Asian Development Fund, OCR = ordinary capital resources. 
a
 As of 2014. http://fragilesituations.adb.org 

b
 Eligible for grant assistance (as of 17 August 2015). 

c
 Armenia and Georgia will graduate from concessional assistance starting 2017. 

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

 

2. The Midterm Review of Strategy 2020 completed in April 2014 provides a 
comprehensive update of ADB’s current strategic priorities in DMCs, including those eligible for 
concessional assistance.1 The midterm review reiterates ADB’s core commitment to poverty 
reduction and inclusive economic growth in DMCs, commits to addressing environmental 
degradation and building resilience to climate change and natural hazards, strengthens 

                                                
1
 ADB. 2014. Midterm Review of Strategy 2020: Meeting the Challenges of a Transforming Asia and Pacific. Manila.  

http://fragilesituations.adb.org/
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prospects for regional cooperation and integration, and promotes sustainable infrastructure 
development. The midterm review also underscores ADB’s resolve to enhance its focus on 
private sector development and operations and promote better knowledge solutions. 

 

3. In building on the midterm review’s strategic priorities, this paper presents how ADB will 
align itself with the emerging international development agenda to support CA countries in 
overcoming their still formidable challenges and reaching the next stage of their development. 
2015 is a defining year for the new development agenda, underlined by the Sustainable 
Development Goals (SDGs) (Appendix), the Financing for Development Conference, and the 
Conference of Parties on Climate Change to be held in Paris in December 2015. ADB is an 
active participant and contributor to the emerging development agenda, has helped provide 
regional inputs and perspectives for shaping this agenda, and will support its DMCs in making 
progress toward the internationally agreed development goals. 

 

4. The proposed directions are also aligned with the anticipated strategic thrusts of ADB’s 
new corporate strategy (currently being prepared), which will support DMCs in progressing 
toward the SDGs, eliminating poverty, and mitigating inequality and vulnerability. The new 
corporate strategy is expected to be approved by the first quarter of 2017. 
         

II. THE DEVELOPMENT LANDSCAPE AND FINANCING CONTEXT OF 
CONCESSIONAL ASSISTANCE COUNTRIES 

5. Just as the Asia and Pacific region has driven the global progress on the Millennium 
Development Goals (MDGs),2 it will need to spearhead the world’s efforts to achieve the SDGs. 
The region is home to more than half of the world’s population and accounts for 40% of the 
global gross domestic product (GDP) and 60% of global GDP growth. Even with the current 
projected moderation in Asia’s growth rates because of the anticipated slowdown of the 
People’s Republic of China (PRC) economy and the tightening of international financial 
conditions, Asia will still be outperforming the rest of the world in the coming years.3 
 

A. Growth, Poverty Reduction, and Inequality 

6. ADB DMCs that are only eligible for market-based OCR lending (MOL), which comprise 
upper-middle-income and some lower-middle-income economies, have achieved the highest 
economic growth rates in the region in recent years (Figure 1). CA-only countries attained the 
second highest growth rates over the ADF X (2009–2012) period. But the start of the ADF XI 
(2013–2016) period coincided with a fall in their growth rates, which subsequently became lower 
than those of CA countries, mainly because of weaker growth in Afghanistan and Tajikistan. CA 
and CA-only countries are expected to maintain steady growth over the ADF 12 period. 
 

7. In per capita gross national income terms, CA countries achieved a 10.9% per annum 
growth rate during 2006–2013, against 15.3% attained by market-based OCR lending (MOL)-
only countries. Consequently, the disparity between these country groups widened, increasing 
the catch-up required by CA countries to reach the per capita income levels of MOL-only 
countries (Figure 2).  
 

                                                
2
 ADB, United Nations Economic and Social Commission for Asia and the Pacific, United Nations Development 

Programme. 2015. Making It Happen: Technology, Finance and Statistics for Sustainable Development in Asia and 
the Pacific. Asia-Pacific Regional MDGs Report 2014/15. Bangkok.  

3
 IMF. 2015. World Economic Outlook: Uneven Growth: Short- and Long-Term Factors. Washington, D.C. 
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CA = concessional assistance, GDP = gross domestic product, OCR = ordinary capital resources, p = projection.  
Note: Weights used were gross national income in current US dollars based on Atlas methodology; weights for 2013 
were applied to 2014–2020. 
Sources: ADB. 2015. Asian Development Outlook 2015 Update. Manila; ADB (Asian Development Outlook 2015 
database); ADB estimates using data from: the World Bank (World Development Indicators database) and 
International Monetary Fund (World Economic Outlook April 2015 database). 

 

 

CA = concessional assistance, OCR = ordinary capital resources. 
Note: No data available for Myanmar and Nauru. 
Sources: ADB. Asian Development Outlook 2015. Manila; ADB. Key Indicators 2014. Manila; World Bank. World 

Development Indicators database. http://data.worldbank.org/indicator/NY.GNP.PCAP.CD (accessed 7 June 2015).  

 
8. Strong growth rates have resulted in a steep decline in the incidence of absolute poverty 
in the region, measured on the $1.25-a-day threshold. In CA countries, the number of absolute 
poor fell from 222 million in 1990 to 100 million in 2011, a 55% decline. This has meant a 
reduction in the percentage of population living below the absolute poverty line from 64% to 
20% in these countries. Impressive as it is, further progress is needed to reach the target under 
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goal 1 of the SDGs to completely eradicate extreme poverty by 2030. CA countries have 
progressed more slowly on the broader $2-a-day poverty threshold. By 2011, more than half of 
their population still lived in poverty and the number of poor people on this measure fell by only 
13% during 1990–2011. The number of people in CA countries living between $1.25-a-day and 
$2-a-day, who are vulnerable and susceptible to falling into absolute poverty when subject to 
shocks, more than doubled from the 1990 level to 158 million in 2011 (Figure 3). 
 

 

Source: World Bank. PovcalNet database. http://iresearch.worldbank.org/PovcalNet/index.htm?1 (accessed 27 May 
2015). 

 
9. Unlike poverty, there was no perceptible change in income inequality in CA countries. 
Their median Gini coefficient fell only slightly from 35 in the 1990s to 34 in the 2000s, despite a 
slight increase in income inequality in Bangladesh, Lao People’s Democratic Republic (Lao 
PDR), Mongolia, Sri Lanka, Tajikistan, and Viet Nam during this period. 
 
B. Non-Income Poverty and the Millennium Development Goals   

10. In addition to reducing income poverty and vulnerability, CA countries need to accelerate 
progress on non-income measures of well-being. Performance gaps of CA countries with MOL-
only countries on non-income MDGs have narrowed on a range of MDG indicators in recent 
years. Even then, however, CA and CA-only countries are expected to achieve only 59% of the 
47 MDG-related indicators’ targets for which data is available from the United Nations Economic 
and Social Commission for Asia and the Pacific (UNESCAP)—compared to 66% by MOL-only 
countries. Figure 4 shows the progress of ADB DMCs on the 47 indicators. 
 
11. Figure 5 shows the progress of CA countries on selected MDG indicators. For example, 
the percentage of undernourished people fell by more than half in CA countries and by almost 3 
times in CA-only countries from 1990 to 2013–2015 (Figure 5a). Even with this improvement, 
100 million people in CA countries continue to remain undernourished, which means CA 
countries have to make substantially more progress to meet the target under goal 2 of the SDGs 
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to end all forms of malnutrition and hunger by 2030. Under-5 mortality rates also declined for CA 
and CA-only countries (Figure 5b). However, the rate of decline has not been sufficient 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 a complete end to preventable deaths of newborns 
and under-5 children by 2030. 
 
12. CA countries as a group will not meet the MDG target for universal primary education. 
Their completion rates have fallen behind (Figure 5c). Gender disparities in education have 
encouragingly narrowed in CA countries. However, significant inequities remain on women’s 
political representation in parliament and equality in employment where the share of women in 
wage employment is still less than 30% (Figure 5d). The SDGs have raised the bar on achieving 
gender equity by calling for an end to all forms of discrimination against women and girls 
everywhere and ensuring equal opportunities for women’s leadership at all levels by 2030. 

 

13. The percentage of the population using improved sanitation has risen since 1990 (Figure 
5e). However, the rate of progress on this indicator has also not been sufficient and most CA 
countries will be unable to meet the MDG target of halving the population without access to 
sanitation. In this situation, CA countries need to substantially accelerate progress to achieve 
the target under goal 6 of the SDGs to ensure universal access to adequate and equitable 
sanitation by 2030. With respect to climate change, the carbon footprint of CA countries has 
been significantly less than that of MOL-only countries. Carbon emissions per $1 GDP have 
stayed at almost the same level over 25 years (1990–2015) in CA countries, and are much 
lower than those in MOL-only countries (Figure 5f). 
 



6 

 
CA = concessional assistance, Lao PDR = Lao People’s Democratic Republic, MOL = market-based OCR lending, 
OCR = ordinary capital resources. 
Note: Based on the 47 Millennium Development Goal indicators for which data is available. 
Source: ADB estimates using data from the United Nations Economic and Social Commission for Asia and the 
Pacific, Statistics Division. 
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Figure 5: Progress on Selected MDG Indicators 

  

  

  
ADF = Asian Development Fund, CA = concessional assistance, CO2 = carbon dioxide, GDP = gross domestic 
product, kg = kilogram, MOL = market-based OCR lending, PPP = purchasing power parity.  
Source: ADB estimates using data from the United Nations Economic and Social Commission for Asia and the 
Pacific, Statistics Division. 
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C. Governance and Institutions 

14. Governance indicators are clearly and significantly weaker in CA countries compared to 
MOL-only countries; in fact, they have regressed during 1996–2013. On government 
effectiveness4, CA and CA-only countries are not only performing worse than before but their 
performance gap with MOL-only countries has widened (Figure 6). On regulatory quality, the 
performance of CA countries has also weakened over time.5 However, there is a marginal 
improvement on perceptions on the control of corruption for CA and CA-only countries. Weak 
governance in CA countries is also reflected in ADB’s annual Country Performance Assessment 
exercise, which determines ADF allocations. On a scale of 1–6, CA countries scored an 
average of 3.6 in 2014 on the quality of governance and public sector management, with the 
lowest scores in the areas of (i) transparency, accountability and corruption in the public sector, 
and (ii) quality of public administration. 
 

 
CA=concessional assistance, MOL=market-based ordinary capital resources 

Note: Estimates range from –2.5 (weak) to 2.5 (strong) governance performance. Figures represent 

unweighted average of country estimates for each group. 
Source: World Bank. Worldwide Governance Indicators database, 2014 update. 
http://info.worldbank.org/governance/wgi/index.aspx#home (accessed 30 June 2015). 

 
D. Fragile and Conflict-Affected Situations 

15. Development goals are particularly challenging to meet in a fragile and conflict-affected 
situation (FCAS), when a state is functionally and institutionally weak, unable to effectively 
extend its authority, or when its political legitimacy is challenged by conflicting interests and 
values. ADB currently identifies nine FCAS countries (Table 1). The seven Pacific DMCs in the 
list are considered fragile, while Afghanistan and Myanmar are identified as conflict-affected. 
Seven of the nine FCAS countries are eligible for only concessional assistance, including 
grants. The remaining two―Federated States of Micronesia and Timor-Leste―are eligible for 
both concessional and market-based OCR assistance. 
 

                                                
4
 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. World 
Bank. Worldwide Governance Indicators. http://info.worldbank.org/governance/wgi/index.aspx#home 

5
 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. 
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16. FCAS countries have made reasonable progress on the MDGs and are expected to 
achieve 54% of the targets for the 47 MDG indicators. However, they are still behind other CA 
countries 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 to 
17% for CA countries. The under-5 mortality rate in FCAS countries at 72.4 deaths per 1,000 
live births is significantly higher than the 56.7 rate for CA countries. Maternal mortality rates in 
FCAS countries remain much higher than in CA countries. In education, while FCAS countries 
demonstrate stronger primary completion rates than CA countries, they are behind on lower 
secondary school completion. Their gender ratios for secondary education are significantly more 
unfavorable for girl students. FCAS countries face their biggest development gaps, however, on 
governance and institutional capacity where they are lagging all other DMCs on government 
effectiveness, regulatory quality, and other measures. This remains their biggest constraint to 
improving service delivery and uplifting living standards. 
 
E. Challenges in Development Financing  

17. The SDGs are both ambitious and costly to achieve. An estimated $3 trillion annually is 
required to meet the SDGs in their totality. No single funding source will be sufficient to finance 
these goals. This will require tapping into a combination of resources, including greater 
domestic resource mobilization, private transfers, and international official and other 
development assistance. However, CA countries face major challenges in mobilizing these 
resources to their full potential. 
 

1. Domestic Resource Mobilization 

18. Domestic resources are an important source for CA countries to finance their 
development priorities. However, the 2012 average tax-to-GDP ratios of 12.6% for CA countries 
and 11.9% for CA-only countries remain inadequate to finance the public investments needed 
(Table 2). These are below the tax-to-GDP threshold of 15% (considered a benchmark of tax 
mobilization performance to support critical public services) and the 16% average tax-to-GDP 
ratio of MOL-only countries. For example, tax revenue mobilization in Afghanistan and 
Cambodia totaled only $1.6 billion each in 2012. Development financing requirements of these 
DMCs to meet the SDGs are several multiples of these tax yields. 
 
19. The wide tax-to-GDP gap between CA and MOL-only countries points to the potential of 
significantly increasing revenues in CA countries through broadening their tax base and 
revamping their tax administration machinery. CA countries can also raise more non-tax 
revenues and strengthen public expenditure management. The targeting of public sector 
subsidies needs to improve. The average fiscal deficit (as a percentage of GDP) of CA countries 
in 2013 was more than 3 times that of MOL-only countries. 
 
20. Together with the limited depth of their public finances, the underdeveloped banking 
system and capital markets significantly narrow the potential to raise nongovernment and 
private financing in CA countries. The substantial gap in the maturity of these markets in CA 
countries relative to MOL-only countries and the even larger gap with non-borrowing Asian 
economies suggest the vast potential to mobilize private sector financing in CA countries 
(Figure 7). If this potential is realized, the availability of domestic credit in CA countries to 
finance their national development investments can expand from its relatively low share in GDP 
(Figure 8). 
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Table 2: Tax Revenue  
(% of gross domestic product) 

Country 2005 2006 2007 2008 2009 2010 2011 2012 

Afghanistan ... 6.9 5.2 6.0 8.4 9.1 8.9 7.5 
Bhutan 8.3 9.0 7.5 8.4 9.2 ... ... ... 
Cambodia 7.9 8.2 9.7 10.6 9.6 10.0 10.2 11.6 
Lao PDR ... 10.5 11.6 12.1 12.8 12.9 13.7 14.8 
Maldives 13.6 14.2 14.7 13.9 10.8 10.7 15.5 ... 
Nepal 9.2 8.8 9.8 10.4 11.8 13.4 13.3 13.9 
CA-only 9.7 9.6 9.8 10.2 10.4 11.2 12.3 11.9 

Bangladesh 8.2 7.0 6.9 7.7 7.5 7.8 8.7 ... 
Mongolia ... 28.7 23.5 21.7 16.5 22.7 21.9 18.2 
Pakistan 9.6 8.7 9.2 9.5 8.9 10.0 9.2 10.1 
Sri Lanka 13.7 14.6 14.2 13.3 12.8 12.9 12.4 12.0 
CA 10.1 11.7 11.2 11.4 10.8 12.2 12.6 12.6 

Armenia
a
 14.3 14.4 16.0 17.3 16.5 17.1 17.2 18.7 

Azerbaijan ... ... ... 16.4 14.1 12.2 12.2 13.0 
PRC 8.7 9.2 9.9 10.3 10.5 10.5 10.6 ... 
Georgia

a
 12.1 15.4 17.7 23.8 23.1 22.1 23.8 24.1 

India 9.9 11.0 11.9 10.8 9.6 10.2 9.0 10.8 
Indonesia 12.5 12.3 12.4 13.0 11.4 ... ... ... 
Malaysia 14.8 14.5 14.3 14.7 14.9 13.7 15.2 16.1 
Philippines 12.4 13.7 13.5 13.6 12.2 12.1 12.4 12.9 
Thailand 17.2 16.7 16.1 16.4 15.2 16.0 17.6 16.5 
MOL-only 12.8 13.4 14.0 15.1 14.2 14.2 14.8 16.0 

... = data not available, CA = concessional assistance, Lao PDR = Lao People’s Democratic Republic, MOL = 
market-based OCR lending, PRC = People’s Republic of China.  
a 

Armenia and Georgia will graduate from concessional assistance starting 2017. 
Note: Data is unavailable for Pacific and Central Asian countries and for Myanmar and Viet Nam.  
Source: World Bank. World Development Indicators. http://data.worldbank.org/indicator/GC.TAX.TOTL.GD.ZS 
(accessed 19 June 2015). 
 
 

 
CA = concessional assistance, GDP = gross domestic product, MOL = market-based OCR lending. 
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 are weighted by GDP. 
Source: ADB. Asian Development Outlook 2015. Manila; ADB estimates. 
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CA = concessional assistance, GDP = gross domestic product, MOL = market-based OCR lending 
Note: Figures represent unweighted averages of country percentages in each group. 
Source: World Bank. World Development Indicators database. http://data.worldbank.org/indicator/ 
FS.AST.DOMS.GD.ZS (accessed 19 June 2015). 

 
 

2. Foreign Transfers and Official Financing 

21. Remittances. Foreign remittances have greatly increased in size and importance in CA 
countries and are now larger than both official development assistance (ODA) flows and foreign 
direct investments put together. In CA-only countries, remittances are at par with ODA and 2.4 
times higher than foreign direct investments (Figure 9). Being private transfers, remittances are 
used for consumption, investments in human capital (education and health), physical capital 
(housing, small industries, machinery), and savings.6 Remittances have a positive impact on 
both economic growth and social development. However, remittances are not directly available 
to finance development investments. There is a clear need to better channel remittances to 
increase their impact on growth, poverty reduction, and the achievement of the SDGs. 
 

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

                                                
6
 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. 
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22. Official development assistance. ODA commitments to CA 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 (particularly for CA-
only countries) with increased commitments for Myanmar. CA-only countries received ODA 
commitment of $90 per capita during 2008–2013 while CA countries were committed $47 per 
capita (Figure 10). Such low per capita ODA is clearly insufficient for CA countries when 
compared with the financing requirements of the SDGs. ODA contributions of many donor 
countries still fall short of their commitments, as noted in the outcome document of the 
conference on financing for development in Addis Ababa.7 Other official financing, particularly 
from BRICS (Brazil, Russian Federation, India, PRC, and South Africa), is increasingly 
complementing ODA flows to CA countries. 
    

 
CA = concessional assistance, OCR = ordinary capital resources, ODA = official development assistance. 
Sources: 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). 

 
III. THE NEED FOR CONCESSIONAL ASSISTANCE AND THE ADF 12 

REPLENISHMENT 

23. To support the resource-constrained CA countries in mitigating their development 
challenges, ADB has progressively increased the share of financing for these countries (both 
concessional and market-based assistance) in its total financing. From 42% during the ADF IX 
period (2005–2008), this share rose to about 48% during the first 2 years of ADF XI (2013–
2014), or almost half of ADB’s total financing. The rise in ADB’s assistance for CA-only 
countries was even more pronounced: their share in total ADB assistance doubled from 7.2% to 
14% between ADF IX and ADF XI, and almost trebled in absolute terms. 
 
24. Following the ADF–OCR combination, ADB plans to increase its concessional 
assistance by 39% over the ADF 12 period (and market-based assistance by 12%) to support 
CA countries in addressing their development challenges and helping them make progress on 
the SDGs.8 ADB will also seek to better leverage its expanded assistance and work closely with 
development partners for coordinated and synergistic support to these countries. Grant 

                                                
7
 United Nations. 2015. Outcome Document of the Third International Conference on Financing for Development: 

Addis Ababa Action Agenda. Addis Ababa. 
8
 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. 
ADB intends to increase annual financing commitments to current CA countries by up to 70% by 2026. 
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assistance continues to be required in those CA-only countries that face high or moderate risk 
of debt distress. These countries have little recourse to other external financing and need grant 
resources to, among others, support regional public goods (RPGs) and manage and mitigate 
the impact of natural disasters. ADB seeks to enhance its support for such countries and seeks 
donor financing to meet their requirements for grants. 
 
A. The Need and Rationale for Concessional Assistance 

25. Large unmet development challenges. Development challenges in CA countries still 
abound. As shown in subsections A–D of section II, more than 100 million people in these 
countries continue to suffer from absolute poverty and poor living conditions, more than a 
quarter billion subsist on less than $2-a-day, and the number of people living just above the 
absolute poverty threshold has increased. These countries also remain offtrack on 40% of the 
MDG indicators, including infant and maternal mortality, universal primary education, broader 
gender equity, and sanitation. Weak governance and underperforming institutions continue to 
stifle delivery of basic services, hamper private sector development and breed corruption––
these are particularly important and binding constraints for FCAS countries. Adding to these 
challenges is the ambitious mandate of the new global development agenda that calls for 
ending poverty, hunger, and other key development problems. The longer reach of the new 
agenda, which is shifting the goalposts of progress, requires more financing and support to 
meet the widened development gaps faced by CA countries. 
 
26. Investment in regional public goods. CA countries need incentives to increase 
investment in RPGs given the collective action problem and externalities and spillover effects 
attached to these goods. In this context, concessional assistance can support critical measures 
to address climate change and boost resilience to natural disasters, promote regional health 
security and control of communicable diseases, and help develop cross-border infrastructure 
and services to expand trade and economic opportunities. Concessional assistance can also 
play a key role in promoting knowledge solutions and policy dialogue on development 
challenges and issues that have region-wide consequences and implications.   
 
27. Limited financing options. The capacity of CA countries to raise domestic revenues to 
finance the needed development investments remains weak and inadequate, as shown in 
subsection E of section II. Their underdeveloped financial sectors limit the possibility of any 
significant increase in resources from the private sector. Remittances are an important financing 
source for these countries but these have to be better channeled to address their current and 
emerging investment gaps. ODA transfers remain limited and insufficient. External concessional 
financing is needed not only to support development programs but also to help build capacity of 
these countries to raise more domestic resources, better manage public expenditures, and 
deepen financial and capital markets to generate greater private sector financing. 

 

28. Effectiveness of ADB’s assistance. ADB is a longstanding development partner of CA 
countries. It has a successful track record of delivering assistance and obtaining results in these 
countries through the previous ADF replenishment rounds. Over the most recent 2011–2014 
period, ADB’s concessional assistance has achieved impressive development results, with 15 
million students benefiting from new or improved educational facilities; 1.6 million teachers 
trained to competency standards; half a million new households connected to electricity; 
689,000 households with new or improved water supply connections; 10,000 kilometers of 
provincial, district, and rural roads built or upgraded; and 2 million new microfinance accounts 
opened. The success rates of ADB’s completed sovereign operations in CA countries have 
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increased from 51% during 2009–2012 to 68% during 2013–2014 and for CA-only countries 
from 60% to 67% over this period. The target is to increase the success rate to 80% by 2016. 

 

29. External assessments of the development effectiveness of ADB’s support have also 
been consistently positive and improving over time. The Quality of Official Development 
Assistance 2014 report promotes ADB to the 5th rank among 31 Organisation for Economic Co-
operation and Development (OECD) Development Assistance Committee member countries 
and multilateral agencies on maximizing efficiency in providing effective aid.9 The Aid 
Transparency Index 2014 ranks ADB 5th among 68 donor organizations.10 A Multilateral Aid 
Review for 2013–2014 of the United Kingdom’s Aid Committee rates ADB as “very good” (the 
highest possible rating) for overall value for money.11 The 2013 report of the Multilateral 
Organisation Performance Assessment Network appreciates the clarity of ADB’s development 
strategy, its commitment to managing for development results, and its ability to use performance 
information to revise policies and plan new interventions.12 
 
30. ADB continues to reform. Following the Midterm Review of Strategy 2020 (footnote 1), 
ADB is undertaking comprehensive measures to strengthen its operational efficiency and 
effectiveness, improve internal capacity, respond to the changing business environment, and 
sharpen ADB’s operational and strategic focus. The objective of the reforms is for ADB to 
respond better and faster to evolving circumstances in the region.13 
 
B. The Case for ADF 12 Replenishment 

31. Risk of debt distress. The request for the ADF 12 replenishment is to support grant 
financing for those CA-only and FCAS countries that face high or moderate risk of debt distress. 
Of the 13 countries currently receiving grants, seven are considered as facing a high risk of debt 
distress, and, therefore, receive 100% grant financing.14 The remaining six countries are 
classified as facing moderate risk of debt distress and receive 50% grant financing.15 The risk of 
debt distress constrains these countries in raising loan and market-based financing; and their 
debt sustainability is undermined by their limited ability to service external debt because of 
persistent current account imbalances and trade deficits, low domestic revenues, and 
inadequate foreign exchange reserves. These countries will continue to require grant financing 
for necessary public investments to mitigate poverty and raise living standards until they 
develop stable economies and improve their debt-carrying capacities. 
 
32. Regional public goods and disaster resilience. With their insufficient resources, CA-
only and FCAS countries especially underinvest on RPGs. Grant and other resources are 
needed to help such countries increase investments in RPGs necessary to mitigate 
development challenges that spill over national boundaries and create and expand economic 
opportunities (para. 26). At the same time, the growing frequency of climate change-induced 
and other natural disasters requires extending more support to these countries to build greater 

                                                
9
 N. Hashmi, N. Birdsall, and H. Kharas. 2014. The Quality of Official Development Assistance 2014. CGD Briefs. 

Center for Global Development. 
10

 Publish What You Fund. 2014. Aid Transparency Index 2014 Report. http://ati.publishwhatyoufund.org/ 
11

 Government of the United Kingdom, House of Commons International Development Committee. 2013. Multilateral 
Aid Review: Fourth Report of Session 2013–14. London: The Stationery Office Limited. 

12
 Multilateral Organisation Performance Assessment Network. 2013. Institutional Report: Asian Development Bank 
(ADB). Volume I. 

13
 ADB. 2015. ADB’s Internal Reforms under the Strategy 2020 Midterm Review Action Plan. Paper prepared for the 
First ADF 12 Replenishment Meeting in Manila, Philippines, 28–30 October. 

14
 These include Afghanistan, Kiribati, Maldives, Marshall Islands, Nauru, Samoa, and Tuvalu. 

15
 These include Bhutan, Kyrgyz Republic, Solomon Islands, Tajikistan, Tonga and Vanuatu.  

http://ati.publishwhatyoufund.org/
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resilience to such calamities. 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. 

 

33. Expanding scope of ADB’s support for grant recipient countries. To expand 
support for grant recipient countries during the ADF 12 period, ADB proposes to (i) replace the 
current 4.5% set-aside for the Pacific DMCs and $3 million per year minimum allocation with an 
enhanced $6 million per year base allocation for all DMCs with access to grants and 
concessional lending assistance; (ii) maintain exceptional post-conflict assistance for 
Afghanistan to sustain operations and strengthen the country’s progress in post-conflict 
reconstruction and recovery; (iii) mainstream the Disaster Response Facility for CA-only (which 
includes grant recipient) countries to address post-disaster needs; and (iv) establish a 
Supplementary ADF Window, which will support disaster risk reduction interventions in CA-only 
countries; and RPGs in all CA countries, including for: (a) strengthening regional health security, 
and (b) providing grants to regional institutions.16 
 
34. ADB will correspondingly increase technical assistance (TA) support to CA-only 
countries to build institutional capacity, support preparation and execution of development 
projects, and provide knowledge and advisory support. ADB proposes a replenishment of the 
Technical Assistance Special Fund amounting to $461 million for the ADF 12 replenishment 
period.17 ADB will give special priority to the TA needs of FCAS countries. 
 
35. Restricted ADB capacity to provide grants. The increased scope of ADB’s support 
will require providing more grant financing to CA-only countries. ADB is optimizing its financial 
policies for ADF grant operations to maximize its contributions to the ADF grant 
replenishment.18 However, it is not possible for ADB at this time to finance the full grant 
requirements of these countries. With no loan reflows from concessional lending following the 
ADF–OCR combination, the grant funds required will need to depend on (i) OCR net income 
transfer, (ii) income from liquidity investment, and (iii) donor contributions. However, the OCR 
net income transfer and income from liquidity investment will be insufficient to finance grants at 
the level needed—these sources together can contribute no more than $1.2 billion compared to 
the $3.6 billion needed. Donor contributions will become even more important than in the past 
as they will be the largest funding sources of ADF 12 grant operations, covering two-thirds of 
the grant financing requirement. ADF 12 operations will not be financially viable without donor 
contributions.19 
 

IV. ADB’S APPROACH FOR INCLUSIVE AND SUSTAINABLE DEVELOPMENT IN 
CONCESSIONAL ASSISTANCE COUNTRIES 

36. ADB will use its concessional assistance and financing from donors over ADF 12 to 
expand support for inclusive and sustainable development in CA and CA-only countries, with a 
specific focus on FCAS countries. This assistance will support these countries in addressing 

                                                
16

 ADB. 2015. Establishing a Supplementary Asian Development Fund Window. Paper prepared for the First ADF 12 
Replenishment Meeting in Manila, Philippines, 28–30 October. 

17
 ADB. 2015. Sixth Replenishment of the Technical Assistance Special Fund. Paper prepared for the First ADF 12 
Replenishment Meeting in Manila, Philippines, 28–30 October. 

18
 ADB. 2015. Review of Financial Policies of ADF Grant Operations. Paper prepared for the First ADF 12 
Replenishment Meeting in Manila, Philippines, 28–30 October. 

19
 ADB. 2015. ADF 12 Financing Framework. Paper prepared for the First ADF 12 Replenishment Meeting in Manila, 
Philippines, 28–30 October. 



16 

their key development challenges and making progress on the SDGs. ADB will prioritize seven 
key thematic areas (para. 40) of support and operationalize these areas through customized 
development investments at the country level, including for sustainable infrastructure and social 
sector development (para. 74). 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. Strategic and Thematic Emphasis on Inclusive Growth and Sustainable 

Development 

37. ADB will maintain its focus on inclusive growth and sustainable development and 
regional integration in CA countries. Opportunities to better integrate these agendas and identify 
mutual complementarities across operations will be explored. The Midterm Review of Strategy 
2020 underscored the continued validity of these strategic agendas and committed ADB to 
deepen its support for achieving inclusive growth and sustainable development in Asia and the 
Pacific (footnote 1). 
 
38. The corporate focus on inclusive growth and sustainable development is operationalized 
through the country partnership strategy (CPS) that defines the specific directions of ADB’s 
engagement with a DMC. To embed the emphasis on inclusive growth, ADB revised and 
improved its Guidelines on Inclusive Economic Growth in the CPS in 2015 to ensure that the 
CPS adequately reflects how ADB will support country objectives and targets on inclusive 
growth.20 Under the revised guidelines, the CPS is required to identify challenges to inclusive 
growth and priority pathways through which sector and thematic interventions will support 
inclusive growth at the country level. A biennial quality-at-entry exercise determines the extent 
to which the CPS adequately captures ADB's strategic intent to support inclusive growth. The 
completed CPS is evaluated on its contribution toward supporting national inclusive growth 
objectives. 
 
39. At the project level, ADB continues to support lagging areas and regions to strengthen 
the inclusiveness of its assistance in CA countries. ADB's project classification system requires 
projects to be classified under three pillars of inclusive economic growth to determine the extent 
operations contribute to each pillar; 45% of sovereign operations in CA countries during 2017–
2020 are projected to support the first pillar on creation and expansion of economic 
opportunities and jobs, 53% are projected to support the second pillar on promoting inclusive 
access to economic opportunities and jobs, and 4% are projected to support the third pillar on 
social protection.21 ADB’s corporate results framework monitors and reports on operational 
support for the three pillars. 
 
40. ADB will support seven thematic priorities to promote inclusive growth and sustainable 
development in CA countries during ADF 12: (i) mainstreaming gender in operations, (ii) 
addressing fragile and conflict-affected situations, (iii) promoting food security, (iv) strengthening 
private sector development, (v) improving governance and capacities, (vi) strengthening 
preparedness and response to climate change and natural disasters, and (vii) supporting other 
RPGs.  
 

                                                
20

 ADB. 2015. Revised Guidelines on Inclusive Economic Growth in the Country Partnership Strategy. Manila. 
21

  The total shares exceed 100% because pillar 1 and 2 projects can be simultaneously classified as pillar 3 provided 
at least 15% of project components support pillar 3 on social protection. 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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41. Gender. ADB has strengthened its operational focus on gender equality under its 
gender operational plan approved in April 201322 and the renewed commitment made in the 
Midterm Review of Strategy 2020 to direct more investments to women and girls (footnote 1). 
The percentage of completed sovereign projects achieving intended gender equality results 
increased from 49% in 2010–2012 to 55% in 2011–2013 and further to 59% in 2012–2014. All 
but one of the completed sovereign projects classified as mainstreaming gender were ADF-
financed or -cofinanced, indicating ADF’s major contribution to gender results. Five ADF-
financed projects completed in 2014 reported that 4.3 million female students benefited from 
upgraded and higher quality education systems, 109,000 female students benefited from the 
construction and rehabilitation of schools, and 349,000 female teachers were trained. 
 

42. Other gender equality results include improved health for women through access to 
affordable and quality health services, and increased incomes through skills training, wage 
employment, and livelihood opportunities. Opportunities for women’s decision-making increased 
through greater participation in community-based organizations and local governance 
structures. Box 1 provides an example of a project providing these opportunities. 
 

Box 1: Empowering Women in Bangladesh 
 

An urban governance and infrastructure improvement project in Bangladesh has developed a model for 
how participatory local urban infrastructure development can contribute to enhancing the voice of women. 
The project provided training to 700 locally elected women leaders to effectively manage tender 
committees in urban infrastructure development, and to support their decision making on health, 
education, sanitation, and managing municipal taxes. Women citizens participated in 2,200 courtyard 
meetings to voice their opinions on these matters. To make municipal offices accessible by women, 
separate office spaces were built for women councilors under the project. Safe sanitation facilities were 
developed for women in public markets, bus terminals, and other public buildings. Women from 24,900 
families participated in urban poverty reduction programs sponsored by the project. Women accounted for 
one-third of total direct and indirect employment generated under the project, and received more than half 
of the microcredit loans made available for small businesses. Income levels of households receiving such 
credit almost doubled. The project’s success facilitated the enactment of the Local Government 
(Pourashava) Act, 2009, under which 33% of electoral seats have been reserved for female councilors. 
 

Source: ADB. 2012. Completion Report: Urban Governance and Infrastructure Improvement (Sector) Project in 
Bangladesh. Manila. 

 
43. ADB will accelerate efforts to meet the target of 70% of completed sovereign projects 
delivering the intended gender equality results.23 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 
key priority. Interventions to narrow gender gaps in the social sectors, including health, 
education, and social protection will continue. 
 
44. Projects providing direct gender equality benefits, such as rural electrification, affordable 
and safe transport services, water and sanitation, street lighting, and time-saving technologies, 

                                                
22

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

23
 2016 target 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, 
2020 targets are used. 
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will be encouraged. Building 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 attack entrenched gender norms including 
violence against women, child marriage, and unequal care work burden will be considered. 
 
45. Fragile and conflict-affected situations. ADB’s support for FCAS 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 the 
unique challenges in FCAS countries. To ground its operations in the political, economic, and 
environmental realities of FCAS, ADB developed and piloted conflict-sensitive approaches in 
Afghanistan and Nepal24 (Box 2); carried out fragility assessments in selected urban settlements 
in Kiribati and Papua New Guinea25; and undertook political economy analyses in the Federated 
States of Micronesia, Papua New Guinea, and Vanuatu. 
 

Box 2: Conflict-Sensitive Approach in Nepal 
 

After a decade-long civil conflict, Nepal faces the challenges of a transitional situation. ADB adopted a 
conflict-sensitive approach as an essential element of its development assistance by using a 
peacebuilding tool first introduced through its country partnership strategy for Nepal for 2010–2012. The 
approach involves understanding the local context and identifying and addressing potential risks in order 
to reduce conflict, help communities build peace, and enable institutions to address the structural causes 
of conflict. ADB continues with this approach in Nepal under the current country partnership strategy for 
2013–2017. 
 
The peacebuilding tool is being used to inform ADB strategies, programs, and projects in Nepal. It takes 
into account the contribution of women to economic uplifting and social reconciliation through participation 
in civil society organizations and development projects, including ADB-supported projects. 
 
ADB, in partnership with the United Nations Development Programme, has engaged the government to 
adopt the peacebuilding tool and the conflict-sensitive approach at the central and local levels. Capacity 
building services are being provided to mainstream the approach and enable governments at both levels 
to formulate and implement policies that are sensitive to conflict, minimizing the risks to development 
interventions. 
 
Source: ADB. 2012. A Peacebuilding Tool for a Conflict-Sensitive Approach to Development: A Pilot Initiative in 

Nepal. Manila. 

46. ADB is supporting state-building efforts in FCAS 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,26 with the 
bulk of this financing allocated to Afghanistan and Nepal. FCAS countries in the Pacific received 
8% of the total financing during this period. 
 
47. In Afghanistan, ADB’s multitranche financing facilities are assisting national medium- 
and long-term investment programs in infrastructure sectors in an efficient and cost-effective 
manner. The ADB-managed Afghanistan Infrastructure Trust Fund pools external resources to 
cofinance and complement ADB infrastructure projects in Afghanistan. In Solomon Islands, ADB 
is promoting private sector development through investments in broadband infrastructure. ADB 
is also supporting policy dialogue on public financial management in Pacific FCAS countries, 
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 Nepal was considered FCAS in 2013. 
25

 Papua New Guinea was included in the FCAS list in 2007–2012. 
26

 Including the portion of post-conflict premium to Afghanistan. 
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several of which have been assisted on reforms in public sector management, public financial 
management, state-owned enterprises, and business regulations and laws. 

 

48. To strengthen support for small and vulnerable countries under ADF 12, ADB plans to 
replace the current 4.5% set-aside for Pacific DMCs (as mentioned in para. 33), and minimum 
allocation of $3 million per year under the performance-based allocation system with a $6 
million base allocation per year starting 2017. ADB proposes to maintain exceptional post-
conflict support to Afghanistan in ADF 12 at the same level as in ADF XI, and to increase 
exceptional support to Myanmar in ADF 12 by 40%.27 This package of assistance will enable 
ADB to continue supporting the New Deal for Engagement in Fragile States28—and contribute to 
goal 16 of the SDGs to “promote peaceful and inclusive societies for sustainable 
development…” 
 
49. 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.29 An institutional strengthening framework will guide 
long-term institution building in FCAS countries.30 ADB’s stronger field presence in the Pacific 
(now in 12 out of 14 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. 
 
50. Food security. ADB has maintained significant food security investments in CA 
countries during the ADF XI period, amounting to $3 billion during 2013–2014. A multisector 
approach has been pursued to promote food security and support agricultural development by 
involving the entire food supply chain. Examples include establishing a food stamp program as 
part of the social welfare system of Mongolia, commercializing livestock production to enhance 
incomes of small farmers and supplying safe and quality food in the northern Lao PDR, 
introducing weather index-based crop insurance in Bangladesh, and investing in community-
managed irrigation facilities in Nepal and Myanmar. In Pakistan, Samoa and Cambodia, ADB’s 
investments to support inclusive food value chain development are sharing financial, technical, 
and execution risks with private agribusiness companies and local banks, and extending 
financing to unbanked smallholder farmers to engage in agribusiness activities (Box 3). ADB 
has maintained support to the International Rice Research Institute to develop and propagate 
climate-resilient and water-efficient rice varieties for countries in South Asia and Southeast Asia. 
 
51. ADB’s food security engagement in CA countries during the ADF 12 period will be 
guided by a new operational plan for 2015–2020.31 Under this plan, ADB will commit an average 

                                                
27

 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. 

28
 The New Deal is a key agreement between fragile states and partners to change the policy and practice of 
engagement to work together to promote peacebuilding and state-building, which includes providing timely, 
transparent, and predictable assistance; promoting the use of country systems; joint donor risk mitigation 
strategies; and effective capacity development. http://www.newdeal4peace.org/ 

29
 ADB. 2014. Customized Risk Management Framework. Manila. http:/www.adb.org/publications/customized-risk-
management-framework. 

30
 ADB. 2014. Institutional Strengthening Framework: A Guidance Note. Manila.  
http://www.adb.org/publications/institutional-strengthening-framework-guidance-note 

31
 ADB. 2015. Operational Plan for Agriculture and Natural Resources: Promoting Sustainable Food Security in Asia 
and the Pacific in 2015–2020. Manila. 

http://www.newdeal4peace.org/
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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of $2 billion annually to support food security in all DMCs and help reduce the vulnerability of 
the poor to food price increases. Four key areas will be prioritized: (i) increasing productivity and 
reducing pre- and post-harvest food losses; (ii) improving market connectivity and value chain 
linkages; (iii) enhancing food safety and quality; and (iv) enhancing management and climate 
resilience of natural resources. 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. 
 

 
 
52. ADB will adopt differentiated approaches for strengthening food security, based on 
specific priorities and needs in CA countries. Such tailored responses that combine ADB’s 
project interventions with creative knowledge solutions and strong partnerships will ensure 
country ownership and results. Proposed interventions during 2017–2018 include food security 
improvement in Tajikistan, sustainable irrigation development in Nepal, and agribusiness value 
chain development in the Lao PDR. 
 
53. Private sector development. Private-sector-led agribusiness development through 
engaging small contract farmers is a clear example of how ADB’s private sector operations are 
creating development impact and contributing to inclusive growth and creation of economic 
opportunities for the poor (Box 3). ADB continues to expand support for private sector 
development and operations with the target to reach 50% of annual ADB operations by 2020. 
This has increased from 38% in 2011–2013 to 45% in 2012–2014.32 In CA countries, the share 
of ADF-financed operations supporting private sector development and operations increased 
from 29% in 2011–2013 to 34% in 2012–2014. This has included assistance for infrastructure 
and clean energy projects, projects that support “inclusive business,” and those that require 
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 ADB. 2015. 2014 Development Effectiveness Review. Manila.  

Box 3: Inclusive Food Value Chain and Agribusiness Development in  
Concessional Assistance Countries 

 
ADB-financed private sector investments are improving direct access of smallholders to financial 
services, technology, and markets by mitigating the risks for private companies involved in developing 
inclusive food value chains. 
 
Rural Financial Inclusion and Dairy Growth Facility ($35 million partial credit guarantee) helps extend 
formal credit from a local bank to 6,000 unbanked dairy farmers in Pakistan, disseminates essential 
farm management technologies, and engages farmers as part of quality dairy supply chains that cater 
to urban markets.  
 
Agribusiness Support ($5 million), through a risk-sharing arrangement with two participating commercial 
banks in Samoa, extends financing to farmers for agribusiness and provides essential business support 
services to develop supply value chains for agricultural exports. 
 
Spice Value Chain Development ($10 million equity, $6.5 million loan, and $5 million grant) helps a 
spice processing company invest in new processing facilities and expands contract farming by 
engaging 5,000 smallholder farmers in India and Cambodia. 
 
Source: ADB. 2013. Report and Recommendation of the President to the Board of Directors: Proposed Guarantee 
Facility for the Rural Financial Inclusion and Dairy Growth Facility in Pakistan. Manila; ADB. 2014. Report and 
Recommendation of the President to the Board of Directors: Proposed Grant to the Independent State of Samoa 
for the Samoa AgriBusiness Support Project. Manila; ADB. 2014. Report and Recommendation of the President to 
the Board of Directors: Proposed Compulsory Convertible Debentures Investment, Loans, and Administration of 
Loans to Akay Flavours & Aromatics Pvt Ltd, SpiceRich Seasonings Pvt Ltd, and Akay Flavours & Aromatics 
(Cambodia) Pvt Ltd for the Spice Value Chain Development Project in India and Cambodia. Manila. 
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innovative financing such as credit enhancements. Box 4 is an illustration of ADB support for 
private sector operations to build critically needed communications infrastructure in Myanmar. 
 

Box 4: Connectivity Infrastructure Development Project in Myanmar 
 
Myanmar is one of the poorest and least connected countries in the world in terms of telecommunication, 
transportation, and logistics. In 2012, fixed line penetration covered 1% of the population of Myanmar, 
mobile penetration 7%, and internet penetration less than 1%. 
 
To strengthen communications and logistics infrastructure, ADB approved a $100 million private sector 
loan in 2014 for the Connectivity Infrastructure Development Project in Myanmar. The project has three 
components: (i) developing telecom towers to increase the number of mobile phone subscribers and 
improve the communications network; (ii) establishing cold storage facilities to enable transportation of 
perishable commodities through improved cold chain logistics; and (iii) investing in a logistics fleet 
company to provide transport and logistics services to facilitate business development in the country. 
 
ADB support is contributing to improved connectivity of people and goods, developing much needed 
infrastructure, and creating economic and business opportunities that will promote inclusive growth and 
reduce poverty in Myanmar. 
 
Source: ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Loan to Yoma 
Strategic Holdings for the Connectivity Infrastructure Development Project in Myanmar. Manila. 

 
54. Through its Trade Finance Program, ADB is working to close market gaps for trade 
finance by providing banks with guarantees and loans that support trade. In 2014, the program 
facilitated 2,000 transactions valued at more than $3.8 billion, with more than $2 billion financed 
by external commercial cofinanciers. More than 98% of the transactions were in CA countries 
and for which small and medium-sized enterprises were major beneficiaries. During 2012–2014, 
Bangladesh, Pakistan, Sri Lanka, Uzbekistan, and Viet Nam were the top five beneficiary 
DMCs, both by number of transactions and by dollar volume. 
 
55. ADB will maintain a clear focus on expanding private sector support in CA countries, 
including upstream support to improve investment climates and business environments and 
downstream direct investments to increase private sector operations. The target is to increase 
private sector operations in CA countries to 40% of total approved operations (by number) by 
2020. ADB will strengthen the emphasis on supporting public–private partnerships in CA 
countries. ADB’s newly established Office of Public–Private Partnerships has prioritized the 
extending of transaction advisory services to help prepare public–private partnership projects in 
CA countries including Bangladesh, Mongolia, Myanmar, Nepal, Pakistan, Papua New Guinea, 
Sri Lanka, Timor-Leste, and Viet Nam. 
 
56. ADB will also expand access to finance in CA countries by supporting financial 
institutions that provide targeted lending to small and medium-sized enterprises. Inclusive 
business represents an important area of growth. New inclusive business projects are under 
processing, including for affordable housing and several with strong gender elements. 
Investment opportunities in comparatively new sectors for private sector operations, including 
health, education, and agribusiness are being actively explored. 

 

57. To facilitate processing of smaller transactions that are of particular relevance to CA 
countries, the ADB Board of Directors in March 2015 approved the Faster Approach to Small 
Nonsovereign Transactions, which streamlines the concept review and Board approval process 
for eligible transactions involving ADB financing of $20 million or less ($10 million or less for 
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equity investments). Through eliminating certain procedures and documentary requirements, 
the time to process eligible small transactions is reduced by at least 40 working days. ADB is 
also strengthening its deal origination efforts in CA countries through a gradual increase in out-
posted staff resources in resident missions assigned for this purpose. 
 
58. Governance and institutional capacity. Recognizing that governance and institutional 
capacity shortfalls continue to impede the quality, effectiveness, and access to public services 
necessary for inclusive growth, goal 16 of the SDGs includes a clear reference to the need to 
“…build effective, accountable and inclusive institutions at all levels.” To anchor governance 
issues firmly in DMC operations, ADB is placing renewed emphasis on implementing its Second 
Governance and Anticorruption Action Plan (GACAP II). Recommendations of a GACAP II 
review completed in 2013 are being pursued to improve the consistency in implementing ADB’s 
governance and anticorruption policies at the country and sector levels and in the monitoring of 
risk management plans. 
 
59. New processes have been adopted to improve the quality of mandatory governance risk 
assessments—ADB’s main instrument for diagnosing governance issues in DMCs. During 
2012–2014, assessments were completed for six CA countries (Bhutan, Cambodia, Kyrgyz 
Republic, Pakistan, Solomon Islands and Viet Nam). Five more assessments for CA countries 
are expected to be completed in 2015. 
 
60. During 2012–2014, 74% of ADF-financed operations in CA countries supported 
strengthening of governance and capacity development, including through public sector 
management and public financial management operations. A Tax Administration Reform and 
Modernization Project in the Kyrgyz Republic supported the government in introducing modern 
technology, improving operations, and reducing corruption in tax administration.33 As a result, 
175,000 taxpayers in the Kyrgyz Republic were electronically registered in a centralized 
database by 2014. In Cambodia, ADB supported the government in expanding the revenue 
bases of subnational administrations with the assignment of own-source revenue to the district 
and municipal levels of administration. 
 
61. Small island economies with low public sector capacities have benefited from ADB’s 
support for governance and resource management. In the Maldives, ADB supported an 
Economic Recovery Program to rationalize and align public spending with available resources, 
broaden the tax base, and privatize state-owned enterprises.34 Pacific DMCs, including those in 
FCAS, have implemented ADB-supported initiatives to strengthen public sector management 
(para. 47). Box 5 provides examples of this support. 
 
62. ADB will continue to implement GACAP II by systematically cascading risks at country, 
sector, and project levels to inform risk management plans. Greater attention will be given to 
(i) assessing country systems for public financial management and procurement to enable 
ADB’s shift over time toward the use of these systems; and (ii) improving country systems 
through building necessary capacities, including for strengthening audit and oversight and social 
accountability mechanisms. A capacity development operational plan for 2015–2020 (under 
preparation) will boost these capacity development initiatives and help position ADB as a 
premier regional catalyst of better institutional performance in DMCs. 
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 ADB. 2015. Completion Report: Tax Administration Reform and Modernization Project in the Kyrgyz Republic. 

Manila. 
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 ADB. 2013. Completion Report: Economic Recovery Program in the Maldives. Manila. 
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63. ADB will strengthen the quality and increase the volume of public sector management 
operations, emphasizing (i) domestic resource mobilization (taxation, non-tax revenues, and 
public expenditure management) in line with its importance under the emerging global 
development financing agenda and growing interest from CA countries; and (ii) investments in 
systems and institutional capacity, including those that support an enabling environment for 
private sector and financial markets development. 
 
64. New programmatic interventions are planned to strengthen public sector management in 
CA countries. In Cambodia, ADB will support decentralized delivery of public services and 
improvement in public financial management. In Pakistan, discussions are under way to 
restructure and privatize selected public sector enterprises. In Tonga, ADB will help strengthen 
public sector management and build macroeconomic resilience. 
 
65. Climate change and natural disasters. Strengthening climate change resilience in CA 
countries by helping them manage climate risks and reduce losses from climate-related 
disasters is a priority for ADB. At least 45% of ADB operations and 35% of ADF-financed 
operations are expected to support climate resilience by 2016. Overall, ADB plans to double its 
annual climate change financing from the current $3 billion to $6 billion by 2020. ADB’s project 
classification system supports climate mainstreaming by classifying projects based on the 
anticipated risk that climate variability and change pose to them. The system records the 
quantified reduction in and avoidance of emissions of greenhouse gases resulting from 
mitigation measures incorporated in projects. ADB introduced the mandatory climate risk 
screening of projects in 2014. 
 
66. ADB is scaling up support for climate adaptation in CA countries. With support from the 
Climate Investment Funds, an ADB-administered program is piloting adaptation and climate 
resilience approaches in Bangladesh, Cambodia, Nepal, Tajikistan, and other CA countries. A 
regional adaptation program is also being implemented in the Pacific to increase climate 
resilience of vulnerable communities, ecosystems, and critical infrastructure. In Tonga, ADB is 
helping build capacity for climate change adaptation, disaster risk management, and climate-
proofing vulnerable infrastructure. ADB’s mitigation support covers investments in the areas of 
clean energy and energy efficiency, sustainable transport, natural resource management, and 
the urban environment. In the Kyrgyz Republic, an energy efficiency improvement project is 

Box 5: Public Sector Management Support for Pacific Island DMCs 
 

ADB's policy-based lending operations have helped maintain social services, stabilize debt levels, 
and increase domestic resource mobilization in Pacific countries, including those in fragile situations. 
A Public Financial Management Reform Program in Nauru, approved in 2012, supported the 
government’s efforts to improve fiscal performance, strengthen corporate governance, and bolster the 
performance of state-owned enterprises. A similar program in Samoa, approved in 2013, supported 
government-led initiatives to strengthen the country’s fiscal position and improve the efficiency of 
public investment and the delivery of basic services. In 2014, ADB approved a Strengthening Fiscal 
Stability Program to support Kiribati’s structural reform program, improve corporate governance 
arrangements, and strengthen the commercial orientation of state-owned enterprises.  
 
Source: ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Policy-
Based Grant to Nauru for the Public Financial Management Reform Program. Manila; ADB. 2013. Report and 
Recommendation of the President to the Board of Directors: Proposed Policy-Based Grant to the Independent 
State of Samoa for the Public Sector Financial Management Program. Manila; ADB. 2014. Report and 
Recommendation of the President to the Board of Directors: Proposed Policy-Based Grant to the Republic of 
Kiribati for the Strengthening Fiscal Stability Program. Manila. 
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seeking to reduce energy intensity and build competitiveness of the country’s brick kiln industry. 
In Mongolia, ADB is supporting sustainable urban transport by helping develop a bus rapid 
transit system in Ulaanbaatar and providing vehicle emission testing equipment.  
 
67. ADB will continue leveraging assistance to mobilize financing for climate adaptation and 
mitigation, in line with the goals being set under the Conference of Parties on Climate Change. 
This will include tapping on 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). 
 
68. ADB will (i) increase support for clean energy and sustainable transportation for climate 
mitigation in CA countries; (ii) promote environmentally-smart agriculture, including climate-
resilient crop varieties and green/organic technologies, which will also boost inclusion and 
create economic opportunities for women; and (iii) build capacity in fast growing urban 
environments to promote climate resilience in planning and designing infrastructure projects and 
in delivering social services. 
 
69. Growing vulnerability to natural disasters in CA countries is a major threat. These 
countries 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 regularization of the ADF Disaster 
Response Facility is being proposed under ADF 12 (para. 33). The facility has proven useful in 
providing timely post-disaster support without detracting from planned development efforts. CA 
countries will also benefit from ADB’s $20 million replenishment of the Asia Pacific Disaster 
Response Fund in May 2015. ADB will continue to strengthen disaster risk considerations in 
project concepts and designs to enhance resilience, for which additional financial support for 
CA-only countries will be provided through the Supplementary ADF Window (para. 33). Existing 
climate risk screening tools will be expanded to incorporate disaster risk considerations. 
  
70. ADB will support existing efforts in CA countries―notably the Lao PDR and the Pacific 
DMCs―to unify institutions, policies, strategies, and legislation related to disaster risk 
management and climate change adaptation. This will help avoid duplication of efforts and 
overcome limited government capacity and resources. To address critical gaps in knowledge on 
disaster and climate risk, ADB will support assessments and analytical studies that will provide 
a robust basis from which to design and implement risk management strategies and monitor 
their progress. 
 
71. Other regional public goods. ADB will increase support for RPGs that expand 
economic opportunities in CA countries and help them mitigate those development challenges 
that cut across national boundaries. To this end, cross-border transport and energy connectivity 
projects will continue to be supported to accelerate trade and economic cooperation. ADB will 
increase assistance for cooperative action on challenges that have regional implications, 
including the environment and transboundary natural resource risks. 
  
72. RPGs in the health sector will be an important area of focus. ADB will support initiatives 
to strengthen regional health security, including through building capacities for transnational 
collaboration. ADB will also stand ready to provide immediate financing support to tackle 
disease outbreaks and related emergencies that may spill over national borders. This will build 
on ADB’s past support to DMCs in addressing the outbreak of severe acute respiratory 
syndrome (SARS), avian influenza, and the influenza H1N1. ADB may also support 
development of a regional surveillance mechanism for control of cross-border communicable 
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diseases. Assistance will be provided for strengthening regulatory practices for pharmaceuticals 
that operate across borders, and building systems for timely sharing of health data across 
countries. 
 
73. ADB will enhance its support to various regional institutions that play a crucial role in 
promoting cooperation in the region. Partnerships will be developed with such institutions to 
support research, analysis, and pilot testing of initiatives that support regional development and 
provide opportunities for strengthening development cooperation across countries. ADB will 
explore possibilities to assist countries in leveraging subregional financial mechanisms for 
pooling resources in support of regional development initiatives. 

 
B. Operational Focus on Sustainable and Inclusive Infrastructure and Social Sector 

Development  

74. The strategic and thematic priorities highlighted in the previous section will need to be 
operationalized and implemented through specific sector and project operations. Sustainable 
infrastructure development will continue to be a mainstay of ADB’s operations to implement 
these priorities. ADB will expand its support for social sector development to complement its 
infrastructure support and deepen the inclusiveness of its overall assistance under ADF 12. 
 

1. Sustainable and Inclusive Infrastructure Development 

75. Clean energy. ADB invested $3 billion in energy projects in CA countries during 2012–
2014, most of which are either wholly or partially dedicated to clean energy and/or energy 
access, including projects where clean energy interventions lead to greater levels of energy 
access for greater inclusion. ADB’s continued engagement 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 universalize 
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 countries have joined 
the initiative and with ADB’s support, Bhutan and Nepal are developing country action and 
investment plans to achieve these goals. Projects to be supported in 2017–2018 include those 
for supporting renewable energy and energy access in Vanuatu, improving energy efficiency in 
Mongolia, and generating wind power in Sri Lanka. 
 
76. Sustainable transport. ADB approved 42 ADF-financed transport projects during 2011–
2014 to improve access and make transport more affordable in CA countries. These projects 
focus on (i) expanding or rehabilitating national, provincial, and rural roads; (ii) providing missing 
links to improve national connectivity; and (iii) lowering transportation costs. Gender 
components are being increasingly and effectively mainstreamed in transport projects, which 
are now the largest contributor to gender mainstreaming among ADF projects. Regional and 
transborder infrastructure projects are providing better regional connectivity and boosting 
prospects for greater trade and economic cooperation.  
 
77. Sustainable urban transport is a growing part of ADF-financed transport operations, with 
six such projects approved in 2011–2014. ADB will increase investments in sustainable public 
transport systems and railways during ADF 12. ADB will also increase its support for waterways 
through new projects in the Marshall Islands and Solomon Islands. ADB will focus on effective 
and sustained maintenance of built infrastructure through improved approaches for asset 
management systems and long-term road maintenance contracts.  
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78. Water management. ADB approved $1.7 billion in ADF loans during 2013–2014 to 
strengthen water resources management through upgrading irrigation and drainage 
infrastructure, constructing new pipes for water and wastewater systems, and building capacity 
for water supply treatment. Water operations during ADF 12 will improve water security, 
revitalize irrigation, integrate disaster risk management and climate resilience, lift capacity of 
water utilities, and expand sanitation and wastewater management investments. Proposed 
projects during 2017–2018 include strengthening the Helmand river basin in Afghanistan, 
improving flood and river bank erosion risk management in Bangladesh, and supporting water 
resources management in Uzbekistan. 
  
79. Urban development. ADB supported several urban projects in CA countries in the 
areas of water, wastewater treatment and sanitation, solid waste management, and centralized 
heating during 2013–2014. 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 countries. From an inclusiveness perspective, the focus will be on upgrading slum 
settlements; strengthening housing, land tenure and development; and expanding housing 
finance. From a green growth perspective, the emphasis will be on building 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. From a 
competitiveness perspective, ADB will support the development of urban economic clusters and 
prioritize investments to address key constraints to urban economic development. 
 
80. Proposed projects during 2017–2018 include strengthening urban environmental 
infrastructure in Bhutan, improving water and sanitation in Kiribati, and developing intermediate 
cities in Pakistan. ADB’s assistance will be anchored in rigorous analyses of urban economic 
situations and governance and financial systems, and will be structured to provide focused 
multisector support and related capacity development. 
 

2. Social Sector Development 

81. Education. ADB provided $680 million in education support to CA countries during 
2013–2014, adopting a comprehensive approach that combines infrastructure building with an 
emphasis on improving the quality of education and providing gainful learning opportunities. 
This approach is aligned with goal 4 of the SDGs that underscores the need to “ensure inclusive 
and equitable education and promote lifelong learning opportunities for all.” ADB is increasing 
its support for post-basic education, particularly technical and vocational education and skills 
training. In Sri Lanka, ADB has extended results-based lending in support of the government’s 
program to strengthen skills development––the use of results-based lending will be expanded 
going forward.  
 
82. The Midterm Review of Strategy 2020 commits ADB to double its education sector 
operations to reach 6%–10% of total approvals by 2020 (footnote 1). ADB will use these 
resources to help CA countries expand education opportunities, improve learning outcomes, 
and acquire skills. A strong focus on inclusion in education will be maintained by ensuring that 
students from disadvantaged groups (female students; students from poor families, remote 
areas, and ethnic minorities) benefit from ADB’s assistance. Proposed projects during 2017–
2018 include those for supporting education reforms in Kyrgyz Republic, strengthening higher 
education in Nepal, developing skills in Bangladesh, and promoting science and technology in 
Sri Lanka. 
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83. Health. Although ADB’s support for the health sector in CA countries has remained 
small, the demand for ADB’s assistance continues especially in countries where ADB has an 
established track record of supporting this sector. Viet Nam is a case in point where ADB is now 
financing a second ADF-financed health project. 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.” ADB 
has prepared a new health sector operational plan to help DMCs achieve universal health 
coverage.35 ADB will assist with (i) health infrastructure to increase access to health care 
through integrated health service delivery in health facilities, hospitals, and through water and 
sanitation projects; (ii) health governance to strengthen healthcare 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. Planned 
programs during 2017–2018 include strengthening health sector governance in Lao PDR, 
promoting health sector reforms in Bangladesh, and improving access to health services for 
disadvantaged groups in Mongolia. ADB will also promote regional health security by investing 
in the control of communicable diseases through a health systems strengthening approach 
(para. 72). 
 
84. Social protection. ADB-assisted recent social protection projects in CA countries 
include those that support cash transfers to poor households in Pakistan; strengthen social 
welfare and social insurance in Mongolia; and develop skills in Bangladesh, Cambodia, Nepal, 
and Sri Lanka. Going forward, ADB will mainstream social protection components in sector 
operations, and identify more standalone social protection interventions in CA countries. 
Programs that invest in public financial management to increase 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. 
 

V. ISSUES FOR DONORS’ GUIDANCE 

85. Continued support from donors under ADF 12 will help ADB enhance the level and 
quality of its assistance to CA-only and FCAS countries. This support will play an important part 
in financing the development investments these countries need to make to reach the SDGs. 
ADB will maintain a regular and ongoing dialogue with donors and keep them abreast of 
developments, issues, and implementation progress and challenges in all CA countries during 
the ADF 12 period. ADB will continue to innovate and strengthen the development effectiveness 
of its operations to deliver even stronger results under the new replenishment. 
 
86. Donors’ guidance is requested on the proposed strategic and operational priorities for 
ADF 12 presented in the paper. 
 
 
 
 

                                                
35

 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. 



28 Appendix  

 

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 
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