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In this report, "$" refers to US dollars, unless otherwise stated. 
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designation of or reference to a particular territory or geographic area in this document, the 
Asian Development Bank does not intend to make any judgments as to the legal or other status 
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EXECUTIVE SUMMARY  
 

This paper proposes the establishment of a supplementary grant-financing window 
under the Asian Development Fund (ADF) for ADF 12.  

 
The Supplementary ADF Window (SAW) is envisioned to provide much needed flexible 

financing in support of some of the most pressing development challenges facing concessional 
assistance (CA) countries in Asia and the Pacific. The SAW will be used to provide support for: 

   
(i) disaster risk reduction (DRR) interventions in CA-only countries; and  
 
(ii) regional public goods in CA countries, including: (a) to strengthen regional health 

security, and (b) to provide grants to regional institutions. 
 

Disaster risk reduction. The SAW would provide grant financing for CA-only countries 
to manage disaster risk through DRR measures. Asia and the Pacific is subject to all major 
types of natural hazards and experiences a disproportionately high share of global disaster 
impacts relative to its economic and demographic size. CA-only countries are particularly 
vulnerable to natural hazards. During 2005–2014, 147,000 lives were lost and 21 million people 
affected by disasters in CA-only countries. Direct physical losses totaled $7.1 billion. At the 
same time, DRR has received very limited international financing. ADB’s developing member 
countries (DMCs) received $6.4 billion of international assistance for DRR from 1991 to 2010, 
equivalent to just $0.64 in every $100 of international aid flows over the same period. 
Consequently, dedicated financing and actions to limit disaster risk are critical for ADB to 
maintain a clear focus on inclusive and sustainable economic growth and regional integration in 
CA-only countries. ADB is equipped to optimally make use of proposed SAW financing for DRR. 
In accordance with the Operational Plan for Integrated Disaster Risk Management and other 
relevant operational plans, to support DRR measures in CA-only countries the SAW would be 
used to support both a wide range of DRR solutions involving hardware components (for 
example, flood embankment, storm-water drainage and seismic retrofitting projects) and 
software components (for example, initiatives to assess, quantify, and map risk). In addition, 
ADB would continue to place emphasis on the intersection between DRR and climate change 
adaptation. 

 
Regional public goods. The SAW is proposed to provide grant financing for all CA 

countries for the funding of regional public goods. Many of the challenges facing Asia and the 
Pacific cut across national boundaries; many remain underfunded. The key rationale for such 
grant interventions is to create incentives for DMCs to focus on these important issues, increase 
investment, capture the positive externalities, and mitigate negative externalities and market 
failure associated with public goods. The proposed SAW is best suited to support ADB’s efforts, 
including in strengthening regional health security, and providing grants for regional institutions.  

 
(i) Strengthening regional health security. Outbreaks of emerging infectious 

diseases (EID) in the last decade have had a huge impact in Asia and the 
Pacific. At the same time, many DMCs in the region are experiencing a decrease 
in grant support for vaccine preventable diseases, malaria, tuberculosis and 
HIV/AIDS. Despite previous and current efforts, the development community 
widely acknowledges that critical gaps in the region’s capacity and preparedness 
for large-scale public health threats still remain. Given the changes in the health 
security landscape and ongoing threat of EIDs, fast, flexible and targeted 
mechanisms are needed to support DMCs’ health sectors. Thus, dedicated 



 

 

ii 

funding for regional health security will be critical to support ADB’s health 
portfolio in CA countries needing support the most. The SAW would provide ADB 
with an effective vehicle to continue its support for regional health security by 
developing a regional health security flagship program. ADB will be able to 
support the DMCs in meeting international standards for health security, secure 
broader regional cooperation, strengthen health systems for better preparedness 
for pandemics and provide the DMCs with an emergency facility in case of 
outbreaks. 
 

(ii) Grants to regional institutions. Given the evolution of regional cooperation and 
integration (RCI) in the region, putting in place institutional incentives and support 
for greater inter-country coordination and collective action is important. While 
subregional RCI is mainly driven by consensus on economic and market 
development considerations, second-generation RCI efforts will be increasingly 
supported by peer-type and partnership-based regional institutions. ADB 
proposes that the SAW provide a vehicle for ADB support for such regional 
institutions, in line with ADB’s strategic and operational directions with the RCI 
agenda. 

 
(iii) Other regional public goods. The SAW can also be used to support the 

promotion of other regional public goods such as combating transboundary 
natural resource risks, supporting urban environment management, and 
developing and strengthening regional educational programs and pollution 
mitigation systems. 

 
Governance arrangements. ADB proposes that the SAW be structured as a set-aside 

within the ADF Special Fund, the size of which will correspond with the amount of additional 
contributions made by the contributors to the ADF. 

 
Issues for donors’ endorsement and guidance. The endorsement of ADF donors is 

sought for establishment of the SAW, and the general directions and proposals for the SAW as 
detailed in the paper. Donors’ guidance is sought on the preferred mode of financing: by 
voluntary contributions or integration into the regular ADF contribution framework. A minimum of 
$450 million is sought to finance the SAW. 

 



 
 

 

 INTRODUCTION  I.

1. This paper proposes that the Asian Development Bank (ADB) establish a 
Supplementary Asian Development Fund (ADF) Window (SAW) to provide grant-financing 
under ADF 12. This paper discusses the rationale for the SAW, proposes eligibility and 
allocation criteria, and presents estimated financing needs and possible governance 
arrangements. It seeks the endorsement of ADF donors to establish the SAW and on general 
directions and proposals for the SAW as detailed in the paper. In addition, donors’ guidance is 
sought on the preferred mode of financing: by voluntary contributions or integration into the 
regular ADF contribution framework.  
  

 OBJECTIVE II.

2. The SAW is envisioned to provide much needed flexible grant financing to support some 
of the most pressing development challenges facing concessional assistance (CA) countries in 
the region.1 ADB considers the SAW to be a potentially effective and impactful vehicle, providing 
flexibility to work towards meeting its strategy in response to these challenges.2 The SAW also 
provides ADB with an opportunity to support the need for collective and effective regional action, 
by addressing potential financing shortfalls. In light of the global development discourse around 
the post-2015 sustainable development goals and building on ADB’s demonstrated experience, 
the SAW is proposed to provide support for:   
 

(i) disaster risk reduction (DRR) interventions in CA-only countries; and  
 
(ii) regional public goods in CA countries, including: (a) to strengthen regional health 

security, and (b) to provide grants to regional institutions. 
 
A. Disaster Risk Reduction 

3. The SAW would provide grant financing for CA-only countries to manage disaster risk 
through DRR measures. Asia and the Pacific is subject to all major types of natural hazards and 
experiences a disproportionately high share of global disaster impacts relative to its economic 
and demographic size. These disasters have significant adverse economic and social impacts. 
They harm lives, damage infrastructure, destroy productive capacity, and undermine economic 
and social activities. Immediately affected poor and vulnerable households can continue to 
experience adverse effects for decades as livelihoods are disrupted, limited savings eliminated, 
debt accumulated, and children sometimes permanently withdrawn from education to boost 
earnings. Moreover, with growing regional integration, the impacts of disasters are increasingly 
being felt across borders, as demonstrated by the supply chain disruptions resulting as a 
consequence of the 2011 floods in Thailand and 2011 earthquake in Japan. 
 

                                                
1
  CA countries are defined as countries that have access to ADF grant and/or concessional ordinary capital 

resources (OCR) loans. In ADF 12, 17 CA-only countries have access to concessional assistance only 
(Afghanistan, Bhutan, Cambodia, Kiribati, Kyrgyz Republic, the Lao People's Democratic Republic, the Maldives, 
the Marshall Islands, Myanmar, Nauru, Nepal, Samoa, Solomon Islands, Tajikistan, Tonga, Tuvalu, and Vanuatu); 
and 10 OCR blend countries have access to both concessional and market-based OCR loans (Bangladesh, the 
Federated States of Micronesia, Mongolia, Pakistan, Palau, Papua New Guinea, Sri Lanka, Timor-Leste, 
Uzbekistan, and Viet Nam). 

2
  ADB. 2015. The Role of Concessional Assistance and ADB’s Strategic Priorities for Inclusive and Sustainable 

Development in Asia and the Pacific. Paper prepared for the First ADF 12 Replenishment Meeting in Manila, 
Philippines, 28–30 October. 
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4. CA-only countries are particularly vulnerable to natural hazards. Disaster risk presents a 
major threat to sustainable socioeconomic development. During 2005–2014, 147,000 lives were 
lost and 21 million people affected by disasters in CA-only countries. Direct physical losses 
totaled $7.1 billion.3 Recent analysis suggests that CA-only countries collectively face an annual 
average loss of $3.4 billion.4 Thus supporting these vulnerable countries in their disaster risk 
management efforts becomes even more critical. Managing disaster risk entails two 
components: post-disaster response and DRR. ADB proposes to regularize the piloted Disaster 
Response Facility starting from the ADF 12 period.5 In line with the recommendations of ADB’s 
Independent Evaluation Department’s (IED) arising from its evaluation of ADF X and XI 
operations, the SAW would be used to strengthen ADB’s disaster risk management, including 
DRR, capability more broadly.6 IED consultations highlighted that clients generally appreciate 
disaster risk management activities which comprise an area where demand and the need for 
more intensified support is evident. These activities should be targeted in the Pacific as well as  
many other regions with high vulnerability to natural hazards.   
 
5. Actions to limit disaster risk are critical for ADB to maintain a clear focus on inclusive and 
sustainable economic growth and regional integration in CA-only countries. Investments in DRR 
can yield significant economic returns.7 Focusing on DRR interventions results in decreased 
need for disaster response, reconstruction and recovery costs in the future and helps support 
climate change adaptation efforts. Moreover, measures to reduce disaster risk contribute to the 
provision of public goods, in particular in the context of the generation and dissemination of 
disaster risk information and of flood risk management investments. However, government 
spending on post-disaster response often far exceeds investments in risk reduction. 
 
6. A milestone in the global DRR agenda is the United Nations General Assembly’s 
endorsement of the ‘Sendai Framework for Disaster Risk Reduction 2015–2030’ in June 2015. 

The global development community supported the need to “prevent new and reduce existing 
disaster risk through the implementation of integrated and inclusive economic, structural, legal, 
social, health, cultural, educational, environmental, technological, political and institutional 
measures that prevent and reduce hazard exposure and vulnerability to disaster, increase 
preparedness for response and recovery, and thus strengthen resilience.”8 The framework 

                                                
3
 The statistics on disaster losses are based on data extracted from EM-DAT: The OFDA/CRED International 

Disaster Database www.emdat.be (accessed 6 October 2015) Université Catholique de Louvain, Brussels. 
4
 Average annual loss is based on the average expected loss over thousands of years from both historic and 

modeled potential disasters, ranging high frequency low intensity events to extremely low impact high frequency 
events. Data on average annual losses are drawn from Prevention Web. Global Assessment Report. 
http://www.preventionweb.net/english/hyogo/gar/2015/en/home/data.php?iso=PHL  

5
 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. 
6
 Independent Evaluation Department. 2015. Corporate Evaluation Study on Asian Development Fund X and XI 

Operations: Opportunity Amid Growing Challenges. Manila. ADB. 
7
 The United States Federal Emergency Management Agency found an average benefit-cost ratio of 4:1 in a review 

of investments in 5,500 risk reduction projects in the United States.—that is, benefits of $4  (in terms of reducing 
the economic impact of disaster) for every $1 invested in resilience. A. Rose et al. 2007. ‘Benefit-Cost Analysis of 
FEMA Hazard Mitigation Grants’. Natural Hazards Review, 8(4). pp. 97–111. 

8
  The Sendai Framework was endorsed following the Third United Nations World Conference on Disaster Risk 

Reduction in Sendai, Japan in March 2015. The Framework focuses on four priorities ‘(i) understanding disaster 
risk in all its dimensions of vulnerability, capacity, exposure of persons and assets, hazard characteristics and the 
environment. Such knowledge can be used for risk assessment, prevention, mitigation, preparedness and 
response; (ii) strengthening disaster risk governance at the national, regional and global levels to manage disaster 
risk. It fosters collaboration and partnership; (iii) investing in disaster risk reduction for resilience; and (iv) 
enhancing disaster preparedness for effective response and to “Build Back Better” in recovery, rehabilitation and 
reconstruction.’ The Sendai Framework also calls for international financial institutions, including ADB, to consider 
the priorities of this framework for providing financial support for integrated DRR to DMCs. United Nations. 2015. 

http://www.emdat.be/
http://www.preventionweb.net/english/hyogo/gar/2015/en/home/data.php?iso=PHL
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placed the discussion of DRR up front in shaping the development rhetoric, in the run-up to the 
United Nations General Assembly’s Summit to endorse the post-2015 Sustainable Development 
Goals. This was a result of many factors, arguably most important of which is the persistent 
under-investment in DRR, especially in many CA-only countries.  
 
7. This state of affairs reflects many factors including: (i) the inadequate availability of 
disaster risk information; (ii) poor understanding of potential long-term adverse economic and 
social consequences of disasters; (iii) poor integration of disaster risk concerns into 
development planning; (iv) inadequate land use planning, investment preparation processes 
and building codes; (v) challenges in the enforcement of regulatory measures such as zoning 
and building codes, particularly in rapidly expanding urban areas; and (vi) weak incentive 
systems for DRR investments. Short-term thinking plays a significant role. With tight budgetary 
constraints, policy makers typically favor investments that generate immediate, tangible 
outcomes, such as a new school, over DRR endeavors that may not reap benefits for many 
years. 
 
8. An increase in dedicated funding for DRR projects in CA-only countries would help 
catalyze greater investment in this area, demonstrating the benefits of such investments in the 
event of disasters and providing incentives for further investment.  
 
9. Disaster Risk Reduction needs in the region. DRR has received very limited 
international financing. ADB’s developing member countries (DMCs) received $6.4 billion of 
international assistance for DRR from 1991 to 2010, equivalent to just $0.64 in every $100 of 
international aid flows over the same period. International assistance for DRR was equivalent to 
just 1.0% of total disaster-related losses over the same period. A high concentration of DRR 
financing was provided in a relatively few DMCs (most of which were ordinary capital resources 
(OCR) blend and market based OCR-only countries) in particular Bangladesh, India, Indonesia, 
the People’s Republic of China and the Philippines. Moreover, the DMCs received just $1 for 
DRR for every $4 received for post-disaster response.9 This imbalance reflects a common 
practice on the part of many donors to finance DRR actions out of humanitarian aid budgets 
combined with caution in programming significant portions of such budgets for DRR in case 
subsequent humanitarian crises occur.  
 
10. ADB’s role in DRR and rationale for SAW financing. The Midterm Review of Strategy 
2020 continues to prioritize disaster and emergency assistance as a key area of ADB 
operations.10 Strategic priorities for environment and climate change recommend strengthening 
integrated disaster risk management to reduce vulnerability to natural and environmental 
hazards. The Operational Plan for Integrated Disaster Risk Management, 2014–2020, identifies 
specific actions to strengthen disaster resilience in the DMCs by (i) integrating DRR into 
development (Box 1 details examples of ADB’s related efforts), (ii) strengthening the linkage 
between disaster risk management and climate change adaptation,11 and (iii) developing 

                                                                                                                                                       
Resolution Adopted by the General Assembly on 3 June 2015: Sendai Framework for Disaster Risk Reduction 
2015–2030. http://www.preventionweb.net/files/resolutions/N1516716.pdf 

9
 Figures based on unmodified data in the following databases. AidData. http://www.aiddata.org and Global Facility 

for Disaster Reduction and Recovery, Disaster Aid Tracking. http://gfdrr.aiddata.org/ (accessed 6 October 2015) 
10

  ADB. 2014. Midterm Review of Strategy 2020: Meeting the Challenges of a Transforming Asia and Pacific. Manila. 
11

  A fundamental tenet of DRM is that related investments may underperform and ultimately even exacerbate disaster 
risk if climate change is ignored. The intersection between DRM and climate change adaptation focuses on 
planning for changes in the intensity and frequency of extreme climate events and taking these potential future 
changes into consideration in the design of both stand-alone and embedded DRM actions. For example, when 
developing flood defenses, exploring implications of possible changes in the return periods of specific flood events 
for future levels of protection is important. The MTR identified the need to secure greater integration between work 

http://www.preventionweb.net/files/resolutions/N1516716.pdf
http://www.aiddata.org/
http://gfdrr.aiddata.org/
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disaster risk financing capabilities.12 These actions include direct investments in DRR, as well 
as actions to institutionalize disaster risk assessments, strengthen capacity and secure greater 
stakeholder investment. The operational plan recognizes the public good nature of certain 
aspects of DRR and the related need for public engagement, including through ADB assistance. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
11. Current ADB mechanisms do not cover DRR to the degree needed. ADB’s dedicated 
disaster-related resources focus primarily on post-disaster response, although incorporating 
“build-back-better” principles. In addition to the Disaster Response Facility piloted during ADF 
XI, the Asia-Pacific Disaster Response Fund provides grants of up to $3 million to all DMCs for 
humanitarian purposes in the immediate aftermath of disasters. The Integrated Disaster Risk 
Management Fund, financed by the Government of Canada, supports the development of 
proactive integrated disaster risk management measures on a regional basis within Southeast 
Asian DMCs. While the fund provides access to grant funding and technical assistance for DRR 

                                                                                                                                                       
on DRM and climate change adaptation. ADB’s Environment Operational Directions, 2013–2020 similarly stresses 
the importance in aligning DRM and climate change adaptation effort. ADB. 2013. Environment Operational 
Directions, 2013–2020: Promoting Transitions to Green Growth in Asia and the Pacific. Manila. 

12
  ADB. 2014. Integrated Disaster Risk Management Operational Plan: 2014–2020. Manila. 

Box 1:  Integrating Disaster Risk Reduction into Development 
 

The 7.8 magnitude earthquake in Nepal on 25 April 2015 resulted in more than 8,000 deaths, over 
16,000 injured and thousands of collapsed houses and buildings. However, 160 public school 
buildings, across the Kathmandu Valley, withstood the earthquake and over 100 subsequent 
aftershocks. These school buildings had been modified to make them more resilient to earthquakes 
as part of the Government of Nepal’s school safety program. Nepal’s Ministry of Education and Asian 
Development Bank (ADB) have been leading this school safety program, with support from Australia. 
This is part of the larger School Sector Reform Program that has been also supported by Denmark, 
the European Union, Finland, Japan, Norway, United Nations Children’s Education Fund, United 
Kingdom, and the World Bank.

a 

 
The school safety program is the first program in Nepal to consider school safety as an essential 
component of student learning. Depending on the type of school building, retrofitting included adding 
supporting walls or buttresses, putting concrete jackets on columns, or adding steel frames. The 
school safety program has boosted disaster awareness and conducted training so students, teachers, 
and management committees know what to do in the event of a disaster. Participating schools have 
prepared evacuation plans and held annual drills. Engineers, masons, and other construction staff 
have learned how to conduct safety assessments and draw up remedial actions. The retrofitting 
program has ensured continuity of education and also provided shelter to earthquake-affected 
communities in the aftermath of the earthquake. 
 
In September 2015, ADB approved a $88.5 million results-based lending program to support the 
implementation of Armenia’s National Strategy for Disaster Risk Reduction by (i) improving school 
seismic safety to reduce casualties and damage in schools during earthquakes, and (ii) enabling 
better use of school buildings as shelters for the general public and as focal points for emergency 
response after earthquakes.

b 
 

 

The above examples can be easily replicable in CA-only countries. 
_____________________________  
a 

ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based 
Grant and Technical Assistance Grant to Nepal for the School Sector Program. Manila.  

b
 ADB. 2015. Report and Recommendation of the President to the Board of Directors: Proposed Results-Based 

Loan and Technical Assistance Grant Armenia: Seismic Safety Improvement Program Distribution. Manila.
 

Source: Asian Development Bank. 
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interventions, it has limited resources (Can$ 10 million over 5 years) and is only applicable for 
Southeast Asian DMCs.  
 
12. SAW support for DRR. ADB is equipped to optimally make use of proposed SAW 
financing for DRR. In accordance with the Operational Plan for Integrated Disaster Risk 
Management and other relevant operational plans, to support DRR measures in CA-only 
countries the SAW would be used to support both structural and nonstructural DRR solutions. 
For instance, it could be used for flood embankment, storm-water drainage, and seismic 
retrofitting projects. It could also be used for the provision of disaster-related public goods such 
as initiatives to assess, quantify and map risk; and disseminate and apply this information. 
Robust information of this nature is critical for (i) developing sound solutions for sustainable and 
inclusive development, such as risk-sensitive land-use planning, trans-boundary water resource 
management, and early warning systems; and (ii) enhancing the financial management of 
disaster risk (for example, through insurance solutions). In addition, ADB would continue to 
place emphasis on the intersection between DRR and climate change adaptation. It is currently 
expanding the scope of the ADB-wide climate risk project screening tool to include geological 
hazards and enhance climate-related hazard components.13 ADB is already supporting this 
principle through, for example, technical assistance for disaster and climate risk assessment in 
the Pacific and the integration of the results into urban development and infrastructure planning 
decisions.14 Similarly, a flood reconstruction project in Cambodia is undertaking a hydrological 
study, taking into account climate change projections and impact in order to update flood flow 
estimates for improving design capacity of key flood risk management related infrastructure.15 
 
13. ADB would place particular emphasis on innovation for DRR, including through the 
implementation of pilot projects. It would encourage DRR strategies and approaches that: (i) are 
justified on the basis of current economic, social, and environmental costs; benefits; and levels 
and forms of disaster risk; and (ii) support future disaster resilience, without requiring any 
certainty of knowledge about the frequency or intensity of future hazard events.  
  
B. Regional Public Goods 

14. The SAW is proposed to provide grant financing for all CA countries for the funding of 
regional public goods.16 Many of the challenges facing Asia and the Pacific cut across national 
boundaries; many remain underfunded. The key rationale for such grant interventions is to 
create incentives for DMCs to focus on these important issues, increase investment, capture the 

                                                
13

 ADB has adopted a corporate approach to climate risk management in projects wherein all projects are screened 
for climate risk during concept paper development stage. An initial screening is carried out by the project team 
using a preliminary climate risk screening checklist. This checklist is appended to the rapid environmental 
assessment checklist. Completion of the checklist allows project processing teams to identify potential climate risks 
to project performance. Projects that are ranked at medium or high risk then undergo a further screening through a 
global, web-based, automated screening tool, which allows a preliminary risk screening of projects with physical 
assets or operations in a single or across multiple geographic locations. The scope of the project screening tool is 
currently being expanded to include disaster risk considerations, thereby strengthening the linkages between 
disaster risk reduction and climate change adaptation.  

14
  ADB. 2012. Strengthening Disaster and Climate Risk Resilience in Urban Development in the Pacific (Financed by 
the Japan Fund for Poverty Reduction). Manila. 

15
 ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Loan for Additional 
Financing and Administration of Grant for Additional Financing Kingdom of Cambodia for the Flood Damage 
Emergency Reconstruction Project. Manila.  

16
 During ADF IX, ADF donors endorsed the provision of grants to all ADF-eligible borrowers in support of action 
against HIV/AIDS and other infectious diseases. ADB. 2004. ADF XI Donors Report: Development Effectiveness 
for Poverty Reduction. Manila.  
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positive externalities, and mitigate negative externalities and market failure associated with 
public goods.  
 
15. For ADB, cooperation in regional public goods is an integral part of its Regional 
Cooperation and Integration (RCI) Strategy (pillar 4).17 Given the importance placed on RCI in 
the region, an RCI set-aside was introduced in ADF VIII to support regional projects. The set-
aside has been a useful and effective tool in supporting ADB’s regional cooperation agenda. 
IED’s evaluation of ADF X and XI operations assessed that ADB has been responsive in 
supporting RCI in the region. It notes that ADB has developed a good reputation for its RCI 
support and that stakeholders see significant potential to continue this momentum, including 
opportunities to strengthen support for the broader provision of public goods. This confirms 
ADB’s analysis of the use of the ADF set-aside, which shows that only $155 million of these 
funds, of which only about $55 million were grants, went towards the support of regional public 
goods, as priority was given to support for cross-border infrastructure and related regulations, 
procedures, and standards (pillar 1) and trade and investment cooperation and integration (pillar 
2).18 Dedicated grant financing for regional public goods in addition to the RCI set-aside will help 
ADB expand its support in this area.   
 
16. ADB undertook an assessment of the various relevant public goods pertinent to Asia and 
the Pacific, including demand from countries, and the adequacy of related financing channels 
both within ADB and externally, in support of these public goods. Following this assessment, 
ADB proposes that the SAW is best suited to support ADB’s efforts, particularly in strengthening 
regional health security, and providing grants for regional institutions.  
 

1. Strengthening Regional Health Security19 
 

17. Health security needs in the region. The frequency of emerging infectious disease 
(EID) events20 has risen significantly in the last decades and correlates directly with socio-
economic, environmental and ecological factors.21 Predictive modeling identifies Asia as the 
hotspot where new EIDs are most likely to originate, particularly zoonoses (i.e., diseases 
transmitted from animals), vector-borne diseases and drug-resistant pathogens (footnote 21). 
The 2009 pandemic of influenza A (H1N1), and the 2014 Ebola virus outbreak are important 
reminders that an outbreak anywhere can be an outbreak everywhere. Experience also shows 
that with concerted efforts, together with strong political will, country ownership, and significant 
increased investments, heath security risks can be addressed, as evident by the millennium 
development goal of halting and beginning to reverse the incidence of malaria by 2015 being 

                                                
17

 ADB. 2006. Regional Cooperation and Integration Strategy. Manila. The strategy identifies four pillars: (i) cross-
border infrastructure and related regulations, procedures, and standards; (ii) trade and investment cooperation and 
integration; (iii) monetary and financial cooperation and integration; and (iv) cooperation in regional public goods.   

18
 From 2010 to 2014, a total of $1,409 million ($607 million in grants and $802 million in loans) was allocated through 
the RCI set-aside to support regional projects. Fifty-one percent of the total set-aside (50% of grants and 51% of 
loans) went to support for cross-border infrastructure and related regulations, procedures, and standards (pillar 1 of 
the strategy). Of the total set-aside, 38% (41% of grants and 36% of loans) went toward supporting trade and 
investment cooperation and integration (pillar 2). No projects were funded to support monetary and financial 
cooperation and integration (pillar 3). The remaining 11% of the total set-aside (9% of grants and 12% of loans) 
supported regional public goods (pillar 4).   

19
 Defined as activities required to protect against the transnational spread of communicable disease threats, which 
includes strengthening health systems. D. Heyman et al. 2015. Global Health Security: The Wider Lessons From 
West African Ebola Virus Diseases Epidemic. The Lancet . 385.pp. 1884–1901. 

20
 EIDs are defined as diseases in humans and animals that have recently increased in severity, incidence or 
geographic range; moved into new populations; or are caused by newly evolved pathogens. 

21
 K. Jones et al. 2008. Global Trends in Emerging Infectious Diseases. Nature. 451. pp. 990–993. 
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‘convincingly met.’22 Malaria-related deaths have been cut by 60% since 2000 globally, with the 
fastest decreases seen in Central and West Asia (which reported zero cases in 2014), and East 
Asia.  
 
18. Regional health security is arguably more relevant and pertinent than ever. Increasingly 
mobile populations amplify the chances of spreading infectious diseases across countries, 
regions, and the globe. In addition, increased global trade facilitates the spread of vector borne 
diseases as demonstrated in the rapid spread of dengue.23 
 
19. Outbreaks of EIDs in the last decade have had a huge impact in Asia and the Pacific. 
For example, severe acute respiratory syndrome (SARS) rapidly decimated the region’s tourist 
industry, which relies on 35 million tourists annually, with an estimated cost in East and 
Southeast Asia of $18 billion (about $2 million per person infected).24 Highly pathogenic, 
capable of causing disease, avian influenza A (H5N1) had a profound effect on the poultry 
industry. Viet Nam culled 45 million birds in 2003—2004, with a loss of about $118 million. The 
ban on poultry exports reduced Thailand’s income from this sector by 93%, from $598 million in 
2003 to $44 million in 2004.25  
 
20. At the same time, many DMCs in the region are experiencing a decrease in grant 
support for vaccine preventable diseases, malaria, tuberculosis and HIV/AIDS. Major health 
donors, such as the Global Fund and the Global Alliance for Vaccines and Immunization, are 
phasing out funding for health given the DMCs’ move to middle income status. They are 
encouraging governments to take responsibility for funding health threats and emerging 
diseases through domestic resources.26 Unfortunately, the health budgets of many DMCs are 
not yet responding fully to the phasing out of donor support. In addition, the DMCs face new 
health threats, such as the increasing prevalence of noncommunicable diseases that are viewed 
as national priorities and that further burden the economy. This leads to a large gap in health 
funding, and an imminent threat to health security by jeopardizing achievements made in 
infectious diseases control and pandemic preparedness. 
 
21.   Despite previous and current efforts, the development community widely acknowledges 
that critical gaps in the region’s capacity and preparedness for large-scale public health threats 
still remain. Several issues require immediate funding, especially in CA countries, including: (i) 
human resource constraints to cope with health threats; (ii) sub-standard surveillance systems 
across countries; (iii) research and development of real-time tools and methods for assessing 
the risks of disease emergence; (iv) capacity to forecast emerging diseases through a shift from 
reactive to preventive measures; (v) increased surge capacity of medical goods to respond 
quickly to outbreaks and pandemics; and (vi) development of rigorous methods for timely 

                                                
22

 WHO and UNICEF. 2015. Achieving the Malaria MDG Target: Reversing the Incidence of Malaria 2000–2015. 
Geneva.  

23
 International transport of cargo and goods, especially via commercial sea shipment, can also export and import 
dengue’s primary and secondary vectors. Transatlantic transport of used auto tires has been linked with the 
introduction of vector-borne diseases in Europe. N. Murray et al. 2013. Epidemiology of Dengue: Past, Present and 
Future Prospects. Clinical Epidemiology.  5. pp. 299–309.  

24
 ADB. 2003. Assessing the Impact and Cost of SARS in Developing Asia. Asian Development Outlook 2003. 
Manila. 

25
 J. Rushton et al. 2005. Impact of Avian Influenza Outbreaks in the Poultry Sectors of five South East Asian 
Countries Outbreak Costs, Responses and Potential Long Term Control. World’s Poultry Science Journal. 61. pp. 
491–541. 

26
 From 2017, large donors such as the Global Fund and Global Alliance for Vaccines and Immunization can no 
longer be relied upon to support the DMC’s in large-scale health system strengthening, commodity procurement 
and subsidization. 

http://www.ncbi.nlm.nih.gov/pubmed/?term=Murray%20NE%5Bauth%5D
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collation, synthesis and dissemination of regionally relevant data in order to generate the 
evidence-base essential for informing quick policy response.  
 
22. Given the changes in the health security landscape and ongoing threat of EIDs, fast, 
flexible and targeted mechanisms are needed to support DMCs’ health sectors. This is 
particularly relevant for CA-only and fragile and conflict-affected situations with imminent health 
security threats.   
 
23. ADB’s role in health security and rationale for SAW financing. ADB has renewed its 
commitment to expanding its support for health as articulated in the Midterm Review of Strategy 
2020 and its Operational Plan for Health for 2015—2020 by addressing a large portion of critical 
gaps detailed in paragraph 21.27  
 

24. While the framework for support is in place, ADB has limited resources to implement 
solutions practically and meet optimal outcomes in the health sector. In addition, the DMCs 
need incentives that include grant financing to focus on health issues. Thus, dedicated funding 
for regional health security will be critical to support ADB’s health portfolio in eligible countries 
needing support the most. Dedicated funding will also ensure that with changing health 
priorities, public health threats that extend beyond national borders are not left behind with 
regard to a country’s development agenda and financing priorities. As Asia and the Pacific faces 
emerging health and health financing risks, it is important to note that ADB had previously 
provided successful technical and financing support to the DMCs in response to health 
outbreaks and emergencies from SARS, avian influenza, and influenza H1N1. Furthermore, 
ADB will build on its experience in implementing the Regional Malaria and Other Communicable 
Disease Threats Trust Fund to mainstream and upscale its efforts to build transnational capacity 
for health security, with the elimination of malaria as an entry point (Box 2).28 

 

 

 

 

 

 

 

                                                
27

 ADB aims to expand operations in the health sector to 3%–5% of its annual approval volume by 2020. ADB. 2015. 
Health in Asia and the Pacific. A Focused Approach to Address the Health Needs of Developing Member 
Countries. Operational Plan for Health. 2015–2020. Manila. 

28
 The Regional Malaria and Other Communicable Diseases Threats Trust Fund was established on 9 December 
2013 with the aim of supporting the DMCs in achieving and sustaining national malaria control and elimination 
targets, including control of artemisinin resistant malaria and other communicable diseases. The trust fund 
supports DMCs to (i) develop multi-country, cross-border, and multi-sector responses to urgent malaria issues, and 
(ii) build knowledge, systems, and cooperation needed to manage other communicable diseases threats through a 
health system strengthening approach. The consultations for this fund found that the DMCs, especially ADF-
eligible DMCs, are looking to ADB to establish a grants-based facility to address communicable diseases and build 
more resilient health systems and emergency funds in case of outbreaks. In addition, the DMCs asked ADB to 
assist in responding to outbreaks in several instances. 
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25. SAW support for health security. Overall, the SAW would provide ADB with an 
effective vehicle to continue its support for regional health security by developing a regional 
health security flagship program. ADB will be able to support the DMCs in meeting international 
standards for health security,29 secure broader regional cooperation, strengthen health systems 
for better preparedness for pandemics and provide the DMCs with an emergency facility in case 
of outbreaks. The SAW will facilitate investments in measures to meet international regulatory 
standards to control antimicrobial resistance, enhance DMC capacity to react to pandemics, and 
strengthen rapid alert systems and communication on public health threats. It will provide the 
DMCs with the funding to sustain programs on vaccine preventable diseases, malaria, 
tuberculosis and HIV/AIDS as they transition the financing of these programs from the Global 
Alliance for Vaccines and Immunization and other grants to sustained domestic financing. 
Funding from the SAW will enable the use of innovative financing approaches (for example, 
blending grants for strengthening health systems for regional health security with loans) to 
incentivize the DMCs to use ADB investments to strengthen their health sector budgets. This 
ultimately leads to the development of stronger and more resilient health systems.   
 
 
 
 

                                                
29

  World Health Organization. 2009. International Health Regulations. Washington, D.C. 

Box 2: ADB’s Response to Health Outbreaks and Emergencies 
 

Several projects implemented in the last 10 years have provided Asian Development Bank (ADB) with 
experience in dealing with health emergencies as well as leveraging partnerships for quality and 
effective response in the region. For example, the severe acute respiratory syndrome project

a
 allowed 

ADB to fill gaps in country response capacity, including the immediate training of essential personnel, 
and improving surveillance and response.  The avian influenza project

b
 was implemented at the height of 

the avian influenza outbreak, requiring both emergency and medium-term interventions. ADB partnered 
with the Food and Agriculture Organization of the United Nations, World Health Organization, 
Association of Southeast Asian Nations, and international nongovernment organizations which served as 
coordinators, working with governments to plan their response and as technical resource centers to build 
capacity rapidly and support country implementation. The Regional Malaria and Other Communicable 
Diseases Threats Trust Fund was established to respond to the increasing threats of drug resistant 
malaria and other communicable diseases in Asia and the Pacific.

c
 The Regional Malaria and Other 

Communicable Diseases Threats Trust Fund is able to leverage its activities in support of malaria 
elimination to strengthen both national health systems, for example, through strengthened regulations of 
pharmaceuticals and increased use of digital health tools for more effective health information systems 
and health sector management. The fund is also acting as a catalyst and financing body for innovations, 
bringing together centers of excellence to operationalize public health research on communicable 
diseases surveillance, service delivery approaches and regulatory practices. 
___________________________  
a
  ADB. 2010. Technical Assistance Completion Report: Emergency Regional Support to Address the Outbreak of 

Severe Acute Respiratory Syndrome (SARS). Manila. 
b    

ADB. 2013. Completion Report. Prevention and Control of Avian Influenza in Asia and the Pacific. Manila. 
c   

To date, the Regional Malaria and Other Communicable Diseases Threats Trust Fund has received $28.7 million. 
The amount is fully programmed for technical assistance projects and additional financing for the Communicable 
Diseases Project 2 in GMS countries. ADB. 2013. Health Financing Partnership Facility: Establishment of the 
Regional Malaria and Other Communicable Disease Threats Trust Fund and Health Trust Funds. Manila. Malaria 
elimination in Asia and the Pacific is estimated to cost around $24.5 billion over the 15 years. 

Source: Asian Development Bank.
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2. Grants for Regional Institutions  
 

26. Given the evolution of RCI in the region, putting in place institutional incentives and 
support for greater inter-country coordination and collective action is important. While 
subregional RCI is mainly driven by consensus on economic and market development 
considerations, second-generation RCI efforts will be increasingly supported by peer-type and 
partnership-based regional institutions. ADB’s efforts in support of regional institutions have 
been impactful in promoting regional programs (Box 3). 
 

 

 

 
 
 
 

 
 

 
 
 
 
 
 
 
 
  
27. ADB proposes that the SAW provide support for such regional institutions, in line with 
ADB’s strategic and operational directions with the RCI agenda.30 Support could cut across all 
four pillars of ADB’s RCI strategy, with an emphasis on support for second generational RCI 
operations.31 For example, in relation to cross border infrastructure (pillar 1), such regional 
institutions could include road safety organizations, railway associations, and power 
coordination centers. For trade and investment (pillar 2), regional institutions could include 
transport and trade facilitation entities as well as regional educational institutions or regional 
knowledge institutes that promote mutually recognized skills across a subregion or the entire 
region. For monetary and financial cooperation (pillar 3), this could encompass capacity 
development for infrastructure funds and for regional surveillance or capital market institutions 
(particularly those outside East and Southeast Asia, which are generally less developed). IED’s 
evaluation of ADF X and XI operations confirms the need to support regional institutions 
undertaking effective work, especially on regional public good issues (pillar 4) such as regional 
or sub-regional disaster risk management, meteorological services, or natural resource 

                                                
30

 The concept of providing grants to an appropriate public regional organization established by two or more of such 
countries was discussed during the ADF IX Replenishment meetings in Tokyo in 2003. ADB. 2003. Grants in the 
Asian Development Fund of the Asian Development Bank. A Discussion paper presented at the ADF IX Meeting in 
Tokyo, 9–11 December. Manila. Similar support of direct grants to regional organizations was endorsed during the 
Fifteenth Replenishment of the International Development Association of the World Bank. Related success is 
detailed in World Bank. 2012. IDA Regional Integration Program: Progress Update and Review of the Provision of 
Grants to Regional Organizations. Washington, DC.  

31
 Second generation RCI operations are expected to account for approximately one third of the RCI portfolio during 
ADF 12. ADB. 2015. Demand for ADB Financing in Concessional Assistance Countries: Indicative Operational 
Program, 2017–2020. Paper prepared for the first ADF 12 Replenishment Meeting in Manila, Philippines, 28–30 
October. 

 

Box 3: ADB’s Experience with the University of South Pacific 
 

The University of the South Pacific (USP) is the world’s first regional university, with over 19,000 
students from across the Pacific and with campuses in each of its 12 Pacific island members. An 
Asian Development Fund multitranche financing facility loan

a
 valued at $19 million was approved in 

2012 in support of: (i) expanding regional campuses and accommodation facilities in Kiribati (due to 
open in November 2015), Solomon Islands (preparatory works under way) and Fiji; and (ii) enhancing 
information and communications technology-based distance learning programs, improving student 
services, and strengthening USP’s governance and management capacity. In providing distance 
education and livestreamed lectures, USP is the single largest user of information and 
communications technology bandwidth in the Pacific. Given the success of ADB’s interventions, there 
is potential for funding more campus development with USP and other regional entities (such as the 
Secretariat of the Pacific Community). 
___________________________  
a 

ADB. 2012. Report and Recommendation of the President to the Board of Directors: Proposed Multitranche 
Financing Facility for the Higher Education in the Pacific Investment Program. Manila. 

Source: Asian Development Bank.
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management efforts. To this end, the SAW could help to address cross-border externalities 
(including vulnerabilities and risks), via grants to regional institutions working on these issues. 
 
27. The demand for such institutional support in the region is evident. Appendix 1 details 
examples of possible support envisioned using the SAW. However, ultimately, the recipients of 
these grants will be selected in each subregion on the basis of eligibility criteria and through 
dialogue with relevant DMCs and regional counterparts, as well as with other development 
partners. ADB’s focus on promoting long-term institutional sustainability rather than providing 
one-off grants will be important in this process.  
  
28. SAW support for other regional public goods. In line with operational directions of 
ADB’s RCI strategy, the SAW can also be used to support the promotion of other regional public 
goods such as combating transboundary natural resource risks, supporting urban environment 
management, and developing and strengthening regional educational programs and pollution 
mitigation systems.  
 
29. Potential other uses of the SAW. The SAW could supplement the ADF grant 
contingency fund in case the latter is insufficient to cover grant financing needs. This would be 
the case if more countries than anticipated become eligible for ADF grant financing during 
course of the replenishment. This function would be subject to resources being available taking 
into account DRR as well as financing needs for regional public goods. 
   

 ELIGIBILITY AND ALLOCATION CRITERIA III.

30. Based on guidance provided by ADF donors on the tentative volume and use of grants, 
ADB Management and the ADB Board of Directors would determine the operational policies and 
procedures within which grant resources would be allocated among countries, and among 
competing claims. Access to the SAW will depend on the objective for which it is used. Table 1 
provides an overview of proposed country eligibility for the various objectives the SAW may 
serve.  
 

Table 1: Proposed Country Eligibility for SAW Objectives 
 

Objective Country Eligibility 

A. Disaster Risk Reduction CA-only countries  
B. Regional Public Goods   

1. Strengthening health security All CA countries 
2. Grants to regional institutions All CA countries 

CA= concessional assistance, SAW =Supplementary ADF Window 
Source: Asian Development Bank 

 
31. Eligibility and allocation could be based on the following principles:  
 
32. Disaster risk reduction. If the SAW is used to support DRR efforts, countries benefiting 
from grants would include all CA-only countries. Eligibility and prioritization criteria could be 
along the lines of relevant criteria used when financing projects from the regional pool 
(Appendix 2). 
 
33. Regional public goods. If the SAW is used to support regional public goods including 
health security efforts, countries benefiting from grants would include all CA countries, with the 
largest share of grants intended for the CA-only countries. Similar to support for DRR, eligibility 
and prioritization criteria could be along the lines of relevant criteria used when financing 
projects from the regional pool (Appendix 2).  
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34. If the SAW is used to provide grants to regional institutions, either via grants to individual 
member countries participating in the regional programs or direct grants, proposed eligibility 
criteria include:  
 

(i) entities with appropriate legal status, an adequate fiduciary framework in place, 
and credible experience working in the relevant sector or on the relevant theme;  
 

(ii) entities whose work must be transnational in nature, with objectives aligned with 
the DMCs involved, with ADB’s priorities for CA countries, and any of the four 
pillars of ADB’s RCI strategy;  

 
(iii) an agreement by participating governments to facilitate the carrying out of the 

projects being supported;  
 

(iv) eligibility requirements to take on  market-based OCR lending are not met;  
 

(v) grant cofinancing for the activity is not readily available from other development 
partners; and 

 
(vi) entities could be located in the territory of grant-eligible or loan-eligible countries 

but most benefits should accrue to CA countries. 
 
35. If the SAW is used to supplement the ADF grant contingency, relevant eligibility and 
allocation rules for regular ADF resources will apply. 
 
36. Strong government commitment, financial management and fiscal responsibility, and 
assessment of measurable outcomes and impacts should be key factors for consideration. 
Grants would only be provided in the context of justification clearly spelled out in a country 
partnership strategy or an interim country partnership strategy, except in the case of emergency 
response (disaster and health).    
 
37. The unused balance of the SAW at the end of each replenishment will be used as part of 
financing for the subsequent replenishment. The SAW will reduce but not eliminate the need for 
using portfolio restructuring, savings, and cancellations, especially for emergency health 
outbreaks. Reprogramming or other means are likely to be used in parallel in most cases.32 
Access to the SAW does not disqualify eligible countries from accessing other ADB resources. 
ADB seeks to attract cofinancing, wherever possible, to complement its resources.  
 

 ESTIMATED FINANCING NEEDS IV.

38. Based on prior experience and envisioned pipeline in the proposed areas covered by the 
SAW, a minimum amount of $450 million during ADF 12 is sought to maximize the potential use 
of the Window (Table 2 and Appendix 3).  
 
 
 
 
 

                                                
32

  During project implementation, surplus proceeds occur when some ADB-funded components are canceled, and/or 
when the cost or bidding price is lower than that estimated during processing, leading to savings and need for 
reallocation within or between projects. Some countries cannot use up their allocated resources, leading to the 
need for reallocation between countries. 
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Table 2: Minimum Envisioned SAW Financing Support During ADF 12 

Objective 
Envisioned Financing

 a, b 

($ million) 

A. Disaster Risk Reduction 200 
B. Support for Regional Public Goods  250 

1. Strengthening health security 200 
2. Grants to regional institutions 50 

a
  Includes shares of administrative expenses. 

b
  Reference exchange rates, payment, and encashment schedules for the contributions will be   

based on the ADF 12 financing framework.   
Source: Asian Development Bank 

  

 GOVERNANCE ARRANGEMENTS V.

39. ADB proposes that the SAW be structured as a set-aside within the ADF Special Fund, 
the size of which will correspond with the amount of additional contributions made by the 
contributors to the ADF. Depending on the ADF donors’ decisions, contributions to the SAW 
would be sought either on a voluntary basis or as part of the regular contribution framework for 
ADF resources (see Appendix 4). No strict earmarking for the various purposes within the SAW 
will be applied. Allocation of resources to DRR and regional public goods will be done flexibly 
relating to actual financing needs. 
 
40. SAW-financed projects will be designed, processed, approved, implemented, and 
administered in accordance with applicable ADB policies, rules, procedures, and guidelines, 
including those relating to procurement, consulting services, social and environmental 
safeguards, financial management and reporting, disbursement, and anticorruption and 
governance. Arrangements for project accounting, auditing, and close monitoring and reporting 
will be in place for all projects supported by the SAW. 
 
41. If ADF donors decide to finance the SAW through voluntary contributions, reporting to 
contributing donors will occur in parallel with reporting to ADF donors. Contributing donors will 
be provided with updates on an annual basis, during ADF midterm reviews, and replenishment 
negotiations. If ADF donors decide to finance the SAW as part of the regular contribution 
framework for ADF resources, reporting will be part of the regular ADF process.  
 

 ISSUES FOR DONORS’ ENDORSEMENT AND GUIDANCE VI.

42. The endorsement of ADF donors is sought for: 
 

(i) the establishment of the SAW; and 
 
(ii) general directions and proposals for the SAW as detailed in the paper. 

  
43. Donors’ guidance is sought on the preferred mode of financing: by voluntary 
contributions or integration into the regular ADF contribution framework. A minimum of $450 
million is sought to finance the SAW. 
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EXAMPLES OF POSSIBLE SUPPORT TO REGIONAL INSTITUTIONS 

 

Regional 
Institution 

Envisioned Support 
 

 

Association of 
Southeast Asian 
Nations (ASEAN) 

Secretariat 
 

 

Provide support for ASEAN cooperation on food, agriculture, and forestry; 
ASEAN food security information system; ASEAN climate change Initiative; 
ASEAN–EU initiative on climate-smart agriculture; and ASEAN Social Forestry 
Network focusing on REDD+ benefit sharing to communities. 
 

 

ASEAN Water 
Resources Council 

 

 

Support cooperation in irrigation and drainage. 

 

Center of 
Indonesia-

Malaysia-Thailand 
Growth Triangle 

 

 

Develop RCI knowledge products or conduct joint capacity building activities for 
member countries. 
 

 

Coral Triangle 
Initiative Regional 

Secretariat  

 

Provide support through technical resource persons to coordinate meetings and 
activities, work programs and budgets, project identification, concept 
development and implementation of regional technical working groups on 
marine-protected areas, climate change adaptation, ecosystem-based fisheries 
management, and threatened species and seascapes. 
 

 

Environment 
Operations Center  

 

Support the next phase of the core environment program (2016-–2022), in 
which the  Environment Operations Center  is expected to evolve into (i) a 
regional knowledge and information hub for the Greater Mekong Subregion 
(GMS) on the state of environment indicators and trends, environmental and 
climate change risks, and planning and monitoring of the post-2015 Sustainable 
Development Goals; (ii) a technical and advisory node for strategic 
environmental assessments, and safeguard implementation and monitoring, 
and provide specific resource inputs linked to hydrological and soil 
assessments, land use planning, and sustainable financing; (iii) a project 
identification, design, preparation and monitoring center for environmental and 
natural resource management projects in the region; and (iv) a dedicated hub 
for helping GMS countries access environmental, climate change, and disaster 
risk financing. Funding would also ensure the smooth transition of the 
Environment Operations Center  to a more country-owned and self-financed 
setup. 
 

 

Greater Mekong 
Railway 

Association 
(GMRA) 

 

The GMRA will greatly benefit from ADB's continued secretariat presence and 
oversight as it prepares to function as a stand-alone body. The GMS countries 
are currently discussing operational and membership plans. The goal is to 
ensure that each working group has network connectivity, network integration 
and interoperability, and partnerships, with access to GMRA operations. GMRA 
will ensure that each group can sustain its efforts, through continued meetings 
and agreed working papers and plans for future operations. This will include 
support for promoting priority railway links, and interoperability specifications 
and agreements to include cross-border operations.  
 

 

Heart of Borneo 
Secretariat 

 
 

 

Support sustainable forest management. 
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Regional 
Institution 

Envisioned Support 
 

 

Mekong River 
Commission 

 
Support early warning systems for floods and droughts, and climate change 
adaptation initiatives. 
 

 

Mekong Tourism 
Coordinating Office 

 

Provide support to (i) help select GMS national tourism organizations pilot and 
scale-up implementation of the ASEAN Tourism Standards for green hotels and 
homestays; (ii) implement digital marketing activities under the GMS Marketing 
Strategy and Action Plan, 2015–2020; and (iii) improve the collection and 
reporting of harmonized GMS tourism statistics. 
 

 

Pacific Water and 
Waste Association 

 

In the transition of this informal network into a formal regional organization, ADB 
could provide support for its physical setup, capacity building, and initial 
operations. 
 

 

Regional Power 
Trade Coordination 

Center  

 

Promote and coordinate GMS regional power trade. The establishment of the 
Regional Power Trade Coordination Center  is progressing slowly. Once the 
GMS countries reach agreement on the location of the Regional Power Trade 
Coordination Center  headquarters, support towards its physical setup, capacity 
building and initial operations will be needed.  
 

 

Secretariat for the 
Joint Land 
Transport 
Facilitation 

Committee to 
Implement the 
Bangladesh-

Bhutan-India-Nepal 
Motor Vehicles 

Agreement  
 

 

The secretariat will need to be established to help oversee and monitor 
implementation of the Bangladesh-Bhutan-India-Nepal Motor Vehicles 
Agreement. Funding for start-up costs for the secretariat is necessary before 
cost recovery ways are formulated and operationalized. The secretariat is 
needed to ensure sustainability of the Bangladesh-Bhutan-India-Nepal Motor 
Vehicles Agreement institutional arrangements. 

 

Secretariat of the 
Pacific Community 

 

Support the development of a headquarters for its Suva, Fiji-based operations 
with provision for a regional conference facility. Support could also be provided 
for elements of its RCI program in areas including education, energy, health, 
statistics, and transport.  
 

 

South Pacific 
Tourism 

Organization 

 

Provide support to (i) develop capacity building programs for small and 
medium-sized enterprises engaged in the tourism industry, (ii) develop and 
implement accommodation rating standards, and (iii) improve the collection and 
analysis of harmonized Pacific tourism statistics.  
 

 

SAARC 
Development Fund  

 

 

Provide capacity development support to the SAARC Development Fund  
Secretariat. 

 

University of the 
South Pacific 

 
Continue support for the upgrading of its regional campuses, development of e-
education content, and expansion of its role in facilitating regional information 
and communications technology development.  
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PROPOSED ELIGIBILITY AND PRIORITIZATION CRITERIA FOR FINANCING SUPPORT 
FOR DISASTER RISK REDUCTION AND STRENGTHENING REGIONAL HEALTH 

SECURITY 

A. Eligibility Criteria 

 

1. Country of record (i.e., the borrower or grantee) must have access to Asian 
Development Fund (ADF) grants and concessional ordinary capital resources (OCR). 

 

2. Projects must not have component activities in countries with payment arrears to Asian 
Development Bank (ADB). 

 

3. Project concept must demonstrate consistency with relevant sector or thematic 
Strategy, Operations Manual sections, Operational Plan, national poverty reduction 
strategies, and relevant country partnership strategies and country operations 
business plans. 

 

4. For health security interventions, project beneficiaries must include more than one 
country.1 Benefits may be derived from complementary national components of a 
regional project, or a single project in a neighboring country, with costs allocable to 
individual beneficiary development member countries. Where costs are not readily 
allocable, prior agreement by participating countries on cost sharing is necessary for 
ADB participation. 

 

B. Prioritization Criteria 

 

In the event that eligible project requests exceed the volume of the SAW, Management will 
prioritize projects according to the following criteria. 

 

1. Projects in grant-eligible countries. 

 

2. For health security interventions, projects covering more countries will be given higher 
priority. 

 

3. Leveraging external resources: projects with larger shares of external financing (e.g., 
concessional resources from the performance-based allocation beyond the required 
amount, cofinancing from official development assistance, market-based OCR 
financing, or private financing) will be given higher priority. 

 

4. Consolidating earlier gains: projects that build on previous successful related efforts 
will be given priority. 

 

5. Geographical distribution: Consideration will be given to ensuring wide geographical 
distribution of available financing. 

 

                                                
1
  Some regional projects might occur in just one country, and some might involve cooperation with borrowers with 

access to market-based ordinary capital resources. 
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BACKGROUND INFORMATION ON ESTIMATED FINANCING NEEDS FOR A 
SUPPLEMENTARY ASIAN DEVELOPMENT FUND WINDOW 

A. Disaster Risk Reduction 
 

Asian Development Fund (ADF) approvals during 2010—2014 in support of disaster risk 
management averaged $694 million per year, with $88 million in grants. Concessional 
assistance (CA) projects in the pipeline for ADF 12 supporting disaster risk management is on 
average $666 million per year, of which $85 million is grant financing. Related financing needs 
from the proposed supplementary ADF window (SAW) are estimated at $200 million based on 
approximately half of the envisioned pipeline for grants for the ADF 12 period. 
 
B. Support for Regional Public Goods  
 

Strengthening regional health security. ADF approvals during 2010-2014 in support 
of the health sector averaged $95 million per year, with $8 million as grants. Planned ADF 12 
concessional assistance projects supporting health is $197 million per year, of which $57 million 
is grant financing. An additional $58 million per year from market-based OCR financing is 
planned for health projects in CA countries. Related SAW estimated financing needs of $200 
million, are based on the annual average amount of planned CA to support health projects, or a 
quarter of the envisioned pipeline for the entire ADF 12 period. 
 

Grants to regional institutions. Related SAW estimated financing needs of $50 million 
for regional institutions are based on consultations and estimates of possible support as detailed 
in Appendix 1. 
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INDICATIVE CONTRIBUTION FRAMEWORK FOR THE SUPPLEMENTARY ADF WINDOW 

 

Donor US Dollar US Dollar US Dollar 

Austria 0.74 4.02 EUR 3.58 20.99 EUR 18.66 25.02 EUR 22.24

Belgium 0.60 3.24 EUR 2.88 16.91 EUR 15.04 20.16 EUR 17.92

Canada 3.33 18.01 CAD 24.18 93.95 CAD 126.10 111.96 CAD 150.28

Denmark 0.43 2.32 DKK 15.41 12.11 DKK 80.35 14.44 DKK 95.75

Finland 0.50 2.72 EUR 2.42 14.21 EUR 12.63 16.93 EUR 15.05

France 2.22 12.00 EUR 10.67 62.58 EUR 55.63 74.58 EUR 66.30

Germany 3.34 18.09 EUR 16.08 94.34 EUR 83.86 112.42 EUR 99.94

Ireland 0.46 2.52 EUR 2.24 13.12 EUR 11.66 15.64 EUR 13.90

Italy 1.58 8.55 EUR 7.60 44.61 EUR 39.66 53.16 EUR 47.26

Luxembourg 0.20 1.06 EUR 0.94 5.51 EUR 4.90 6.57 EUR 5.84

Netherlands 1.39 7.55 EUR 6.71 39.36 EUR 34.99 46.91 EUR 41.70

Norway 0.86 4.68 NOK 39.67 24.41 NOK 206.92 29.09 NOK 246.59

Portugal 0.01 0.05 EUR 0.04 0.24 USD 0.22 0.29 USD 0.26

Spain 1.15 6.23 EUR 5.54 32.48 EUR 28.87 38.70 EUR 34.41

Sweden 1.37 7.42 SEK 62.23 38.70 SEK 324.58 46.12 SEK 386.81

Switzerland 0.91 4.95 CHF 4.81 25.79 CHF 25.07 30.74 CHF 29.88

Turkey 0.10 0.54 TRY 1.64 2.81 TRY 8.54 3.35 TRY 10.18

United Kingdom 5.41 29.30 GBP 19.34 152.83 GBP 100.87 182.13 GBP 120.21

United States 6.19 33.49 USD 33.49 174.69 USD 174.69 208.19 USD 208.19

Nonregional 30.79 166.74 869.67     1,036.41

Australia 11.00 59.57 AUD 85.29 310.69 AUD 444.85 370.25 AUD 530.15

Brunei Darussalam 0.11 0.58 BND 0.83 3.04 BND 4.34 3.62 BND 5.18

China, People's Republic of 0.77 4.19 USD 4.19 21.86 USD 21.86 26.05 USD 26.05

Hong Kong, China 0.57 3.09 USD 3.09 16.10 USD 16.10 19.19 USD 19.19

India 0.52 2.79 USD 2.79 14.57 USD 14.57 17.37 USD 17.37

Japan 35.00 189.54 JPY 22,696.94 988.54 JPY 118,378.06 1,178.08 JPY 141,075.00

Kazakhstan 0.09 0.51 USD 0.51 2.67 USD 2.67 3.18 USD 3.18

Korea, Republic of 2.89 15.64 KRW 18,707.71 81.58 KRW 97,571.82 97.22 KRW 116,279.53

Malaysia 0.16 0.89 MYR 3.98 4.65 MYR 20.76 5.55 MYR 24.74

New Zealand 0.56 3.04 NZD 4.79 15.86 NZD 24.99 18.90 NZD 29.78

Singapore 0.15 0.81 USD 0.81 4.24 USD 4.24 5.05 USD 5.05

Taipei,China 0.40 2.15 TWD 70.91 11.19 TWD 369.86 13.34 TWD 440.77

Thailand 0.08 0.45 THB 16.48 2.36 THB 85.94 2.81 THB 102.42

Regional 52.31 283.26 1,477.35   1,760.61

Total Contributions 83.10 450.00     2,347.02   2,797.02   

Financing Gap 16.90 91.53       477.39     568.92     

Contribution Sharing Basis 100.00 541.53     2,824.41   3,365.94   

ADF = Asian Development Fund, SAW = Supplementary ADF Window, USD = United States dollar.

Source: Asian Development Bank.

a
 Based on the proposed ADF 12 contribution framework.

Proposed ADF 

12 Contribution 

Share 

(%)a
(million)

SAW

Indicative Contribution

Note: Indicative amounts in units of obligation were valued in US dollar equivalent at exchange rates as of 30 September 2015. However, the applicable exchange rates for ADF 12 are 

subject to an agreement among ADF deputies at the first ADF 12 Replenishment meeting in October 2015.

Unit of Obligation Unit of Obligation Unit of Obligation

ADF 12 without SAW ADF 12 with SAW

(million) (million)
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FREQUENTLY ASKED QUESTIONS 

1. What alternative financing and governance models were considered for the SAW? 
 

Asian Development Bank (ADB) considered the option of setting up a separate special 
fund or trust fund to meet the proposed objectives of the SAW. At this stage, ADB believes 
contributions to the SAW can be maximized using the proposed structure. Setting up a separate 
special fund or trust fund would be less efficient in terms of administrative arrangements, as 
these require the establishment of a new fund and a separate set of governance and reporting 
arrangements. In addition, it was indicated that a trust fund structure would make contributions 
from potential donors unlikely given national approval requirements. However, if support from 
ADF donors is not sufficient to establish the SAW as part of the ADF, then ADB will explore 
setting up a separate special fund.  
 

2. How are operations financed by the SAW different from regularly financed ADF 
operations? 
 

The SAW would provide ADB with the opportunity to concentrate much needed grant 
financing to important development challenges to the region. SAW financing would support ADB 
interventions that are associated with fewer incentives for DMCs to focus on and even borrow 
for (for example, regional public goods).  
 

Resources to disaster risk reduction and regional public goods will be allocated flexibly 
in response to actual financing needs. Operations financed by the SAW would be similar to 
regularly financed ADF operations in that SAW-financed projects will be designed, processed, 
approved, implemented, and administered in accordance with applicable ADB policies, rules, 
procedures, and guidelines, including those relating to procurement, consulting services, social 
and environmental safeguards, financial management and reporting, disbursement, and 
anticorruption and governance. Arrangements for project accounting, auditing, and close 
monitoring and reporting will be in place for all projects supported by the SAW. 
 

3. How will duplication with existing trust funds or other channels be avoided? 
 

ADB remains committed to reduce duplication of financing channels on topical areas. 
The proposal to focus on the proposed SAW objectives followed an assessment of various 
relevant public goods pertinent to Asia and the Pacific, including demand from countries, and 
adequacy of related financing channels within ADB and externally in support of these public 
goods. Disaster risk management and promotion of regional public goods, including 
strengthening regional health security and grants to regional institutions, are found to be 
underfunded as compared with the positive impacts related interventions can have. 

 

4. A key element of the justification for the ADF-OCR combination was the reduction 
of required donor contributions. However, the proposed SAW would extend beyond the 
ADF post-combination. Request for further explanation.  
 

The option for contributions to the SAW to be on a voluntary basis and not form part of 
the regular contribution framework for ADF resources is presented. The ADF—OCR 
combination has generated substantial savings for donors. Compared with about $4.8 billion of 
donor contributions for the ADF XI period, donor contributions to finance ADF grant operations 
(including Disaster Response Facility grants and contingency) and the Technical Assistance 
Special Fund total about $2.35 billion for ADF 12. Recognizing the remaining substantial 



20 Appendix 5 

 

financing needs in the region, several donors have indicated that they are willing to provide 
additional grant contributions over and above their contributions using the contribution 
framework to finance ADF grant and Technical Assistance Special Fund operations. If the SAW 
would be financed through the regular ADF contribution framework, this would increase required 
donor contributions from the current $2.35 billion (or 49% of ADF XI contributions) to a minimum 
of $2.8 billion (or 58% of ADF XI contributions). 
 
5. How effective have previous grant interventions been in supporting for regional 
public goods in loan-eligible countries been? 

 
During ADF IX, ADF donors endorsed the provision of grants, to all ADF-eligible 

borrowers, to support action against HIV/AIDS and other infectious diseases. Grant financing 
provides additional incentives for countries to take on projects that support regional public 
goods, including health security efforts. At the time of ADF IX, ADF grant investments in health 
were about $60 million per year. They have averaged about a quarter of that since. Health 
projects could be relatively small, in volume and size, as compared with infrastructure projects, 
but are associated with high development impact, if implemented successfully. Of the grant 
investments in health to ordinary capital resources (OCR) blend countries, projects in 
Bangladesh and Viet Nam and a regional Greater Mekong Subregion initiative have had notable 
successes.  

 
(i) In Bangladesh, the Second Urban Primary Health Care Project was approved in 

2005 and partly financed by a $10 million grant.1 The project aimed to improve 
the health of the urban population. Improved access to primary health care 
services reduced the under-5 mortality rate, the maternal mortality rate, total 
fertility rate, and prevalence of sexually transmitted infection by more than the 
targeted reduction, while the target for child malnutrition was attained. The 
completion report rates the project ‘highly successful’ upon completion in 2014.  

(ii) Viet Nam successfully completed three grant-financed health projects that helped 
the government achieve its health-related development goals:  
 
(a) In 2005, a $10 million grant, aimed at improving the health of the 

population by controlling communicable diseases, was approved as part 
of Viet Nam’s Preventive Health System Support Project.2 It was 
considered a flagship undertaking because it was the first large-scale 
investment in Viet Nam’s provincial preventive medicine centers since the 
1970s. Completed in 2014, the completion report rates the project 
‘successful’. 
 

(b) In 2006, a $20 million grant was approved for the HIV/AIDS Prevention 
among Youth Project.3 At that time, Viet Nam reported increasing 
HIV/AIDS cases, mostly driven by intravenous drug use but also a 
growing number of infections among sex workers. The project aimed at 

                                                
1
  ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Asian 

Development Fund Grant to the People’s Republic of Bangladesh for the Second Urban Primary Health Care 
Project. Manila. 

2
  ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Asian 

Development Fund Grant to the Socialist Republic of Viet Nam for the Preventive Health System Support Project. 
Manila. 

3
  ADB. 2006. Report and Recommendation of the President to the Board of Directors: Proposed Asian Development 

Fund Grant Socialist Republic of Viet Nam for the HIV/AIDS Prevention among Youth Project. Manila.  
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halting and reversing the spread of HIV/AIDS in Viet Nam by 2015 
(Millennium Development Goals, target 7). The project contributed to 
reduced HIV incidence in selected provinces in Viet Nam. It increased the 
outcomes of HIV/AIDS awareness and knowledge and decreased high-
risk behaviors. The 2013 completion report rates the project ‘successful’; 
the Independent Evaluation Department validated this assessment in 
2014. 

 
(c) In 2005, ADB approved a $30 million grant for the Greater Mekong 

Subregion Regional Communicable Diseases Control Project, with a $6 
million grant component for Viet Nam.4 Designed to develop the capacity 
to contain emerging diseases and reduce the burden of common 
neglected diseases, the project had a substantial impact in the control of 
avian and human influenza, dengue, and neglected tropical diseases. 
Regional networking also contributed to the communicable diseases 
control. The project was closed in 2012; the completion report rates it 
‘successful’. 

 

                                                
4
  ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Grant to the 

Kingdom of Cambodia, the Lao People’s Democratic Republic, and the Socialist Republic of Viet Nam for the 
Greater Mekong Subregion Regional Communicable Diseases Control Project. Manila. 


