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EXECUTIVE SUMMARY 

This report highlights the progress in the commitment of the Asian Development Bank (ADB) to 
Asian Development Fund (ADF) 12 donors to expand support for inclusive and sustainable 
development in the poorest and most vulnerable countries of Asia and the Pacific. The overview 
complements six specific papers prepared for discussion with donors during the ADF 12 midterm 
review. 

 
Development agenda. Eradicating extreme poverty remains an unfinished agenda in the Asia 
and the Pacific region. To sustain the effort, ADB is adopting a more outcome-oriented approach 
to inclusive growth and focusing concessional assistance on seven priority areas under ADF 12. 
In the first 2 years of ADF 12, ADB (i)  broadened gender mainstreaming efforts in concessional 
assistance operations; (ii) adopted approaches that are sensitive to fragile and conflict-affected 
situations (FCAS) and adjustable to special circumstances—resulting in two papers on 
Afghanistan and Myanmar, the two largest FCAS countries, to review their investment needs and 
absorptive capacities for the special allocations being provided under ADF 12; (iii) increased its 
support for food security, evident in the concessional assistance going to agriculture and irrigation, 
while also giving attention to the entire food value chain; (iv) supported private sector development 
with more than one third of ADB’s concessional assistance commitments; (v) increased 
concessional assistance support for improving governance and building institutional capacity; (vi) 
supported various novel approaches to strengthening disaster preparedness and response, 
including greater commitment to climate finance; and (vii) supported regional health security as a 
public good. 

 
Allocation and use of resources. Estimated ADF resources available for operations during the 
ADF 12 period (2017–2020) total $3.2 billion. Allocations were made in accordance with the 
concessional assistance policy and included two changes for which ADB obtained donors’ support 
and the Board of Directors’ approval in 2018: (i) the allocation of emergency assistance to 
Bangladesh from the regional set-aside and (ii) the increase in base allocation by $7 million per 
year in 2019–2020. In addition, $4.4 billion in concessional ordinary capital resources lending 
(COL) plus an additional $10.0 billion in regular ordinary capital resources loans were committed 
to concessional assistance developing member countries during 2017–2018. Total commitments 
at the midterm of ADF 12 are 43% of available resources for the ADF, and 36% for COL.  

 
Stronger, better, faster. ADB also committed to improve the institutional gender balance, and to 
pursue ongoing internal reforms to boost effectiveness and efficiency. Three initiatives are 
receiving special interest during ADF 12: (i) strengthening staff capacity in priority areas; (ii) 
decentralizing operations through resident missions; and (iii) improving project quality and 
readiness. Cross-sector teams for the seven operational priorities of ADB under Strategy 2030 
are preparing operational plans to help identify the skills gaps and resource needs by sector and 
thematic groups, and the results will be incorporated into the Work Program and Budget 
Framework 2020–2022. ADB will continue to strengthen resident missions as single windows for 
all ADB services, and to work with developing member countries on enhancing project readiness. 
 
Conclusion. The ADF 12 commitments are largely on track. The seven priorities of ADF 12 are 
all included in the seven operational priority areas of Strategy 2030. 
 
Donors’ concurrence. The concurrence of donors is sought for the retention of the current levels 
of reserves, in both ADF and COL, for changes in debt distress. Any potential alternative use, 
including the possible carryover to ADF 13, will be discussed with donors in 2020 at the latest. 





 
 

 

I. INTRODUCTION 

1. Progress of the Asian Development Bank’s commitments to donors under Asian 
Development Fund 12. The 11th replenishment of the Asian Development Fund (ADF 12) 
became effective on 30 May 2017. It is the first replenishment after the combination of ADF 
lending operations with the ordinary capital resources (OCR) balance sheet, wherein the ADF 
operates as a grant-only facility.1 The total replenishment size was $3.8 billion for 4 years (2017–
2020), i.e., $3.3 billion for the ADF and $0.5 billion for the sixth replenishment of the Technical 
Assistance Special Fund (TASF 6). 
 
2. In addition to the ADF and TASF grant assistance, the Asian Development Bank (ADB) 
will provide regular and concessional OCR lending (COL) to concessional assistance countries 
(Table 1). Overall, ADB intends to deliver about $29 billion of lending assistance—$12 billion of 
COL and $17 billion of regular OCR lending—to the concessional assistance countries during the 
ADF 12 period.  
 
3. This report outlines the progress in ADB’s commitments to donors under ADF 12: to 
expand support for inclusive and sustainable development in the poorest and most vulnerable 
countries in the region by (i) aligning ADB’s concessional assistance (i.e., ADF and COL 
operations) with the priorities identified during the replenishment negotiations, and (ii) continuing 
internal reforms to enhance ADB’s efficiency and effectiveness. It also provides an update on the 
availability and use of ADF resources, highlighting developments and initiatives introduced during 
the ADF 12 period. The overview complements six other discussion papers that will not be 
covered at length here. 2  Appendix 1 provides a brief update on the items in the ADF 12 
implementation plan.  
 

II. ASIAN DEVELOPMENT FUND 12 CONCESSIONAL ASSISTANCE COUNTRIES 

4. Access to concessional assistance. Altogether, 27 developing member countries 
(DMCs) have access to concessional assistance during the ADF 12 period, including recent 
graduates Sri Lanka and Viet Nam, which had access to COL until the end of 2018 (Table 1). 
 
 
 
 
 
 
 
 

                                                
 
 
1  ADB. 2016. ADF 12 Donors’ Report: Scaling Up for Inclusive and Sustainable Development in Asia and the Pacific. 

Manila. 
2  ADB. 2019. ADF 12 Mid-term Review: Development Effectiveness of the Asian Development Fund. Paper prepared 

for the ADF 12 Midterm Review. Manila; ADB. 2019. ADF 12 Mid-term Review: Future Directions of Concessional 
Assistance: Issues for Discussion. Paper prepared for the ADF 12 Midterm Review. Manila; ADB. 2019. ADF 12 Mid-
term Review: Mid-term Review of the Utilization of the Regional Health Security Set-Aside. Paper prepared for the 
ADF 12 Midterm Review. Manila; ADB. 2019. ADF 12 Mid-term Review: Review of Special Allocation to Afghanistan. 
Paper prepared for the ADF 12 Midterm Review. Manila; ADB. 2019. ADF 12 Mid-term Review: Review of Special 
Allocation to Myanmar. Paper prepared for the ADF 12 Midterm Review. Manila; and ADB. 2019. ADF 12 Mid-term 
Review: Supporting Disaster Risk Management: Disaster Reduction Financing Mechanism and Disaster Response 
Facility. Paper prepared for the ADF 12 Midterm Review. Manila. 

https://www.adb.org/documents/adf-12-donors-report-inclusive-sustainable-development-asia-pacific
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Table 1: ADF 12 Countries which received Concessional Assistance (2019) 
Concessional Assistance Regular 

OCR-
only e 

Group A: Concessional Assistance-only a 
OCR Blend 

ADF-only b ADF Blend c COL-only d 
Afghanistan ƒ Kyrgyz Republic Bhutan Bangladesh Sri Lanka 
Federated States of Micronesia ƒσ Maldives σ Cambodia Mongolia Viet Nam 
Kiribati ƒσ  Solomon Islands ƒσ Lao PDR Pakistan  
Marshall Islands ƒσ Vanuatu σ Myanmar ƒ Palau σ  
Nauru ƒσ  Nepal Papua New 

Guinea ƒσ 
 

Samoa σ 
Tajikistan   Timor-Leste ƒσ  
Tonga σ   Uzbekistan  
Tuvalu ƒσ     

• ƒ = fragile and conflict affected situation, σ = small island developing state, ADF = Asian Development Fund, COL = 
concessional OCR-only, Lao PDR = Lao People’s Democratic Republic, OCR = ordinary capital resources. 
a Based on the 2019 Debt Distress Classification for Concessional Assistance-only Countries.  
b At high risk of debt distress. 
c At moderate risk of debt distress. 
d At low risk of debt distress, and International Development Association gap countries (Bhutan, Lao PDR and 

Myanmar) regardless of risk of debt distress. 
e Since 2019. 

• Source: Asian Development Bank. 

 
5. As of 31 January 2019, 18 countries are eligible for concessional assistance only. 3             
Of these, three are International Development Association gap countries no longer eligible for 
grants—Bhutan, the Lao People’s Democratic Republic (Lao PDR), and Myanmar—and 13 are 
currently receiving ADF grants based on debt sustainability―the same number, but with different 
composition, as in the donors’ report.4 Most concessional assistance countries are either in fragile 
and conflict-affected situations (FCAS ƒ) or are small island developing states (SIDSs σ), or both.5 
 
6. Development progress in concessional assistance countries is discussed in more detail in 
the paper on development effectiveness (footnote 2, first item). While substantial progress has 
been made in promoting sustainable and inclusive growth in concessional assistance countries, 
challenges to economic development persist. FCAS countries, in particular, still experience 
significant challenges in health, education, and infrastructure.  
 
7. Eradicating extreme poverty remains an unfinished agenda. The latest estimate of 
extreme poverty in concessional assistance countries is 10% of the population (7% for group A, 
11% for OCR blend countries)—much improved from 10 or even 5 years ago, and on par with 
global poverty, but still higher than in regular OCR-only countries (7%) and still some distance 
from the Sustainable Development Goal (SDG) of no poverty (Figure 1).6 Data coverage is also 
noticeably patchier in group A countries: no estimate exists for Afghanistan, which represents 
more than 20% of the total population in group A, suggesting that aggregate poverty rates may 
be underestimated.  
                                                
 
 
3  The Federated States of Micronesia was reclassified as group A from OCR blend in early 2017. 
4  Gap countries have gross national income per capita above the operational cutoff for International Development 

Association eligibility for more than 2 consecutive years and are assessed as such by the association.  
5  The 10 FCAS countries are Afghanistan, the Federated States of Micronesia, Kiribati, the Marshall Islands, Myanmar, 

Nauru, Papua New Guinea, Solomon Islands, Timor-Leste, and Tuvalu (as of 31 January 2019). The 13 SIDSs are 
the Federated States of Micronesia, Kiribati, Maldives, the Marshall Islands, Nauru, Palau, Papua New Guinea, 
Samoa, Solomon Islands, Timor-Leste, Tonga, Tuvalu, and Vanuatu. 

6  Data from PovcalNet, population-weighted average of estimates for 2015. 
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Figure 1: Unfinished Agenda in Asia and the Pacific 

  
A = group A developing member countries, ADB = Asian Development Bank, DMCs = developing member countries, 
LatAm = Latin America, MENA = Middle East and North Africa, OCR = ordinary capital resources 
Source: World Bank data from PovcalNet; World Development Report 2018; and ADB estimates. 

 
8. Seven priorities agreed with ADF 12 donors. To sustain progress in the region, ADB is 
adopting a more outcome-oriented approach to inclusive growth and focusing concessional 
assistance on seven areas agreed with ADF 12 donors:  

(i) mainstreaming gender in operations;  
(ii) strengthening support for FCAS;  
(iii) promoting food security;  
(iv) supporting private sector development;  
(v) improving governance and capacities;  
(vi) strengthening preparedness for and response to climate change and disasters; 

and 
(vii) promoting regional public goods. 

 
III. ADF OPERATIONAL FOCUS AND PROGRESS IN STRATEGIC AREAS 

9. This section presents ADB’s concessional assistance program by sector and reports on 
progress in strategic areas under ADF 12. 
 
A. ADF Operational Focus Under ADF 12 

10. Figure 2 reports actual concessional operations during ADF XI and the assistance 
program under ADF 12 by sector, based on actual and planned commitments. Expected results 
from concessional assistance committed during 2014–2017 are reported in the paper on 
development effectiveness.
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Figure 2: Distribution of ADB’s Concessional Assistance by Sector 

  

  
  ADF = Asian Development Fund, b = billion, COL = concessional ordinary capital resources lending, PSM = public sector management. 
  Source: Asian Development Bank.  



5 

 

11. The sector-specific distribution of ADB assistance is driven by DMC demand as identified 
in the country partnership strategies (CPSs) and annual country operations business plans. 
Concessional assistance is used for investments in sustainable infrastructure and social sector 
support that are aligned with country strategic priorities.  
 

1. Sustainable and Inclusive Infrastructure Development 

12. Need for basic infrastructure in the poorest DMCs. Infrastructure development 
continues to be a core of the concessional operations of ADB, encompassing investments in 
sustainable transport, clean energy, water, and urban development. In 2017–2018, infrastructure 
investments accounted for about 60% of concessional commitments, of which about 25% were 
funded by the ADF. The share of infrastructure in the ADF operations is higher than in COL and 
reflects the need for basic infrastructure in the poorest DMCs. The transport sector is the main 
priority at present. Energy projects, which were the top priority during ADF XI, have given way to 
transport and water, including irrigation.  
 
13. Sustainable transport. More than 85% of the $1.9 billion committed to ADF and COL 
transport projects in 2017–2018 was for non-urban roads—with over 60% of this support in three 
DMCs: Afghanistan, Nepal, and Viet Nam—to enhance connectivity, access to services, trade, 
and regional cooperation. Other transport projects concern non-urban rail in Bangladesh, non-
urban water and air transport in Pacific DMCs, and urban transport and policy development in 
several DMCs. In the second half of ADF 12, more investments are planned in road transport, but 
also more rail transport in Afghanistan; as well as non-urban air transport in Kiribati, Nepal, and 
Papua New Guinea.  
 
14. Clean energy. ADF and COL commitments of about $600 million in the energy sector 
during 2017–2018 went mostly to electricity transmission and distribution (73%). Sector reforms 
and services accounted for 5%, and the rest went to renewable energy generation and 
conservation, mostly solar (9%).  
 
15. Water services and management. Concessional assistance in 2017–2018 for water and 
urban infrastructure amounted to more than $1 billion. Access to clean water and sanitation is 
one of the Millennium Development Goals and SDGs where the Asia and the Pacific region is 
lagging, which explains the strong demand. Most commitments went to improving urban water 
supply (44%), sanitation (13%), and flood protection (13%). Water and urban development 
projects are widely dispersed across all concessional assistance DMCs. Rural irrigation projects 
have also long been an important component of ADB’s operations in DMCs: over $200 million in 
ADF and COL had been committed in 2017–2018, with another $500 million in the pipeline for 
2019–2020. From 2017 to 2020, 17% of concessional assistance to ADB DMCs―more than 
$2 billion―is expected to improve water services and other urban infrastructure, with an additional 
6% ($0.8 billion) for irrigation.   
 

2. Social Sector Development 

16. ADB expanded its social sector development interventions to complement its support for 
infrastructure and deepen the inclusiveness of its overall assistance under ADF 12, as may be 
seen in the increased shares of education and health. The pilot assistance for regional health 
security (paras. 64–66) helped direct resources toward this important area.  
 
17. Education. Support for the education sector in 2017–2018 rose to 15% ($0.5 billion per 
year), up from 10% ($0.3 billion per year) of concessional assistance in ADF XI. About a quarter 
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share each went to education sector development, primary, vocational training, and higher 
education. With $0.3 billion per year in the 2019–2020 pipeline, the share of education is expected 
to average 12% during ADF 12. 
 
18. Health. The share of support for the health sector increased to 6% ($0.20 billion per year) 
of total concessional assistance in 2017–2018, from 2% ($0.05 billion) in ADF XI. Health system 
and health sector reforms across DMCs accounted for 85% of concessional health financing in 
2017–2018. In 2019 and 2020, ADB expects to commit another $160 million to support mainly 
health sector development and reform, health systems, and mother and child health care. 
 
19. Social protection. Estimated concessional assistance to support social protection (the  
set  of  policies  and  programs designed to reduce poverty and vulnerability by promoting efficient 
labor markets,  diminishing  people’s  exposure  to  risks,  and  enhancing  their capacity  to  
protect  themselves  against  hazards  and  interruption and loss  of income)7 during 2017–2018 
was marginally lower than the average during ADF XI. However, the 2019–2020 pipeline is 
expected to bring up the average for ADF 12 to 10% (about $350 million per year). This would be 
an improvement over the ADF XI average of 8% ($250 million per year). 
 
B. Progress on Strategic Areas 

20. Strategy 2030 sets out ADB’s vision toward a prosperous, inclusive, resilient, and 
sustainable region.8 Operational plans for seven priorities are being prepared, including for the 
first priority involving addressing remaining poverty and reducing inequalities, through reducing 
inequality in access to opportunities, developing human capital and improving social inclusion, 
and generating quality jobs. ADB is also developing a corporate results framework that will reflect 
the operational priorities under Strategy 2030, including key areas of support under ADF 12.  
 
21. Figure 3 shows actual and planned concessional operations supporting the ADF 12 priority 
areas. The ADF program exhibits a greater degree of volatility and lumpiness because of its 
relatively small size (25% of COL) and the predominance of FCAS and SIDS.  
 

Figure 3: Actual and Planned Concessional Assistance in Priority Areas 

    
ADF = Asian Development Fund, CC/ENV = climate change and environmental sustainability, FCAS = fragile and 
conflict-affected situations, GCD = governance and capacity development, GEM = gender equity and mainstreaming, 
PSD = private sector development, RCI = regional cooperation and integration, SGE = some gender element. 
Source: Asian Development Bank. 

                                                
 
 
7 ADB. 2003. Social Protection Strategy of the Asian Development Bank. Manila 
8 ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. Manila. 

https://www.adb.org/documents/strategy-2030-prosperous-inclusive-resilient-sustainable-asia-pacific
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1. Mainstreaming gender in operations 

22. Gender equality and remaining challenges at the center of ADB’s development 
assistance. In October 2018, ADB, in collaboration with United Nations Women (UN Women), 
released the first comprehensive review of the status of women and girls in Asia and the Pacific 
under the SDG framework, highlighting the challenges that women and girls still face.9 The report 
also cites the need for better data to track progress. In the meantime, available data shows that 
while the region made progress in some areas of gender equality, significant inequality persists 
for women and girls. 
 
23. Women and girls spend as much as 11 times more of their day on unpaid care and 
domestic work than men and boys. In terms of professional and economic opportunities, women 
in Asia and the Pacific have less access to financial services and productive assets, while girls 
are less likely to be in organized learning before primary school than boys. Asia and the Pacific 
is the only region globally where the gender gap in labor force participation is increasing. 
The unweighted average ratio of female to male labor force participation among concessional 
assistance countries was 67% in 2017, a notch down from 68% in 2007. Group A countries have 
slightly higher ratios (70% in 2017) but these, too, are lower than in 2007 (72%).10 
 
24. The sustainable tourism project in the Lao PDR and Viet Nam provided skills training to 
37,000 women, mostly from minority groups; helped 150,000 women gain access to jobs and 
economic opportunities; and increased women’s participation in tourism planning and 
management. About 72,000 people benefited directly and 288,000 indirectly from new jobs and 
economic opportunities, better transport services, better recreation services, and greater 
involvement in community and domestic decision-making. More than 50% of the beneficiaries are 
women who now hold 75% of the tourism jobs in the project areas. Many have lifted themselves 
out of poverty by working in hotels, guesthouses, and other tourism businesses or starting micro 
and small enterprises in the sector. Gender action plans remain an integral part of project design 
to enhance gender equity and mainstreaming in ADB projects.11 Under Strategy 2030, ADB is 
committed to fight more deeply rooted gender inequalities and discriminations such as gender-
based violence, working on changing entrenched social and cultural norms about men and 
women, promoting sexual and reproductive health and rights, and reducing gender gaps in access 
to information and communication technology. 
 
25. Support for projects with gender elements. Support for projects with gender equity and 
mainstreaming in ADF XI is around 25% in volume of ADB operations and over 55% of total ADF 
plus COL. These are expected to be maintained during ADF 12.12 
 

2. Strengthening support for fragile and conflict-affected situations 

26. Special concessional assistance for Afghanistan and Myanmar. The 10 FCAS 
countries are Afghanistan, the Federated States of Micronesia, Kiribati, the Marshall Islands, 
Myanmar, Nauru, Papua New Guinea, Solomon Islands, Timor-Leste, and Tuvalu (as of 31 

                                                
 
 
9  ADB and UN Women. 2018. Gender Equality and the Sustainable Development Goals in Asia and the Pacific: 

Baseline and Pathways for Transformative Change by 2030. Bangkok. 
10  World Bank World Development Indicators database downloaded 11 July 2018. 
11  https://www.adb.org/themes/gender/project-action-plans  
12 Projects with gender equity and mainstreaming refer to investments in gender equity (category 1), and projects 

involving effective gender mainstreaming (category 2).  

https://www.adb.org/publications/gender-equality-sdgs-asia-pacific
https://www.adb.org/publications/gender-equality-sdgs-asia-pacific
https://www.adb.org/themes/gender/project-action-plans
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January 2019). The two largest DMCs in FCAS are Afghanistan and Myanmar. Together they 
represent 90% of the total population in FCAS among ADB DMCs. Both Afghanistan and 
Myanmar receive additional concessional assistance in consideration of their unique development 
needs: one is post-conflict and the other recently reengaged after a decades-long hiatus. 
The special allocations to both are to be gradually phased out, but this was suspended under 
ADF 12 to allocate more resources to meet investment needs. Two separate papers were 
prepared for these countries, to be discussed at the ADF 12 midterm review (footnote 2, items 4 
and 5).  
 
27. Afghanistan. Per capita income in Afghanistan is the lowest in Asia and the Pacific, and 
half the population lives below the national poverty line. Gross domestic product per capita, 
however has more than doubled since 2004 from $364 to $601 in 2018, and the government has 
made significant progress in education, health, and the delivery of other services, yet significant 
challenges remain.13 Afghanistan still has low transparency and accountability in governance, a 
high degree of political and security risk, and tremendous uncertainty about the future with 
multiple causes of conflict and fragility. Challenges in implementing projects include (i) access to 
project sites because of security issues, (ii) the capacity of government to manage projects, and 
(iii) the lack of qualified local contractors.  
 
28. ADB is responding to the country’s highly fragile and conflict-affected situation. In addition 
to targeted measures to build the capacity of key government ministries, ADB has also developed 
specific tools to improve the design, implementation, and monitoring and evaluation of investment 
projects. ADB has assisted the government to complete its national fragility assessment, which 
identifies sources of fragility and resilience, with strategies to reduce sources of fragility and 
enhance sources of resilience. ADB has helped the government to introduce technology (in the 
form of a geographic information system) on a national basis to better plan and monitor projects. 
Further measures have been introduced by ADB to address deficiencies and bottlenecks affecting 
development results, including procurement enhancements, security reviews, third-party 
monitoring, enhanced staffing of the Afghanistan Resident Mission, and greater attention to 
project readiness.  
 
29. Afghanistan is a Group A developing member country at high risk of debt distress and is 
therefore eligible for ADF grants only. Afghanistan has received a post-conflict premium since 
ADB’s reengagement in 2002. Starting in 2009 under ADF X, a 6-year phaseout of the post-
conflict premium commenced, but it was subsequently suspended on two occasions (in 2011 and 
2017) when donors agreed to suspend the phaseout for the ADF 12 period. Given the extensive 
development needs and the extreme challenges facing the country, a special ADF allocation is 
required to continue to ensure sufficient development financing for the country. Without the 
special allocation, Afghanistan’s allocation from the ADF would be reduced by about half. ADB, 
by means of ADF financing, is one of the leading development partners in Afghanistan and has a 
responsibility to maintain adequate support to meet the development needs of the country. 
 

                                                
 
 
13 Government of Afghanistan, National Statistics and Information Authority. 2018. Afghanistan Living Conditions 

Survey, 2016-2017. Kabul; International Monetary Fund (IMF). 2018. Islamic Republic of Afghanistan: Staff Report 
for the Third Review Under the Extended Credit Facility Arrangement and Request for Modification of Performance 
Criteria. IMF Staff Country Report. No. 18/127. Washington, DC; and United Nations Assistance Mission in 
Afghanistan. 2018. Reflections on Key Challenges for Afghanistan. Positional paper produced ahead of the Geneva 
Conference on Afghanistan (28 November 2018), First Draft September 2018. 
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30. Myanmar. The situation in Myanmar is related to the country’s long history of military state 
building. Since its transition to a democratic, market-oriented, and sustainable developed 
economy, Myanmar has made substantial progress and will continue to pursue reforms to 
promote private sector as well as close development gaps with Asian neighboring countries. With 
the support of ADB and other development partners, the government’s medium- and long-term 
plans are being formulated, and strategies developed to address decades of infrastructure and 
social service neglect. 
 
31. ADB took a phased approach to reengagement with significant preparatory analytical work 
and country dialogue. The resident mission uses a context-sensitive strategy in its key 
programming and operational support in areas where political conflicts have yet to be fully 
resolved. Measures taken by ADB to strengthen Myanmar’s capacity for managing official 
development assistance include intensifying support and policy advice to the government through 
development partner platforms, policy dialogue, and knowledge sharing with policy makers; 
further strengthening project implementation capacity; raising ADB’s internal awareness of new 
government policy; and promoting government project selection and readiness criteria.  
 
32. Myanmar requires major investments to fill its large infrastructure gap and provide good 
quality social services, including in education and health. Institutional capacity is being developed 
and the government’s ability to plan and deploy external assistance effectively has significantly 
improved in the last two years. ADB donors agreed to continue special support to Myanmar under 
ADF 12 through concessional ordinary capital lending, which accounts for 51% of the total 
allocation to Myanmar under ADF 12, down from 80% of the total under ADF XI. Continued special 
support would enable ADB to help Myanmar continue its reform agenda, reduce soft and hard 
infrastructure gaps, and build knowledge, which will contribute to continued progress in 
Myanmar’s historic transformation to achieve a peaceful, prosperous, inclusive, and democratic 
country. 
 
33. Small island developing states. The remaining eight DMCs in FCAS are SIDSs in the 
Pacific region. Contributing to the fragility of many Pacific SIDSs are their small and remote nature 
and their vulnerability to climate change and economic, environmental, and disaster-related 
shocks. Limited institutional capacities further hamper the states’ capacity to carry out the basic 
functions of governing. ADB has been working to strengthen the capacity of implementing and 
executing agencies for fragility-sensitive approaches to project development and implementation. 
Initiatives such as the Pacific Project Improvement Action Plan helped boost the quality of project 
performance and deliver better results by strengthening project readiness and increasing 
implementation support. These efforts, combined with simplified business processes, produced 
some encouraging results. For example, the share of infrastructure projects in fragile situations 
that were procurement-ready at approval increased from 0% in 2015 to 67% in 2017. In 2018, 
ADB provided resources for technical assistance (TA) to map out sources of fragility in FCAS in 
the Pacific; identify issues and constraints in the project cycle, including procurement; and 
determine practical measures to improve future approaches and facilitate capacity building and 
activities. ADB also provided TA resources to support a differentiated approach in the Pacific to 
help FCAS and SIDSs adopt a longer-term planning horizon, promote synergies across sectors, 
and support governments in developing programmatic approaches to sector investments.14 

                                                
 
 
14 ADB. 2016. Technical Assistance for Building Project Implementation in the Pacific. Manila; ADB. 2018. Towards 

Effective and Sustainable Delivery of Development Results in Fragile Situations in the Pacific. Manila; and ADB. 
2018. Implementing a Differentiated Approach to Urban Development in the Pacific. Manila. 



10 
 

 

 
34. ADB also worked on mapping out the root causes of fragility, developing capacity, and 
strengthening institutions. In Papua New Guinea, ADB supported a fragility assessment aimed at 
informing initiatives by the government and development partners to strengthen the health sector. 
The study provided a comprehensive analysis of the sector, including factors that inhibit the 
delivery of basic health services. Its findings guided ADB program design and implementation, 
particularly of the Health Services Sector Development Program, which combined policy reforms 
linked to budget support and health sector project investments to achieve a sustainable health 
system and service delivery improvements. ADB also supported other efforts aimed at 
strengthening institutions and developing capacity in fragile situations, such as the development 
of standard operating procedures for Solomon Water to improve its water supply and sewerage 
service delivery to urban areas and reduce its reliance on external expertise. The operating 
procedures cover financial management, asset management, procurement, customer care, and 
information technology.15 
 
35. Procurement reforms undertaken by ADB in 2017 allow differentiation according to country 
conditions. In June 2018, ADB issued a guidance note on procurement specifically for FCAS and 
emergency situations, proposing factors to consider in procurement planning and allowing 
measures to help procurement processing, such as greater flexibility in the design of procurement 
and packaging arrangements, pre- and post-review practices, and use of direct selection.16 ADB 
may also execute, on behalf of the borrower, start-up activities such as selecting implementation 
consultants, using framework agreements or procurement agents, lowering qualification 
requirements, raising the amount of advance payments, and waiving advance payment security. 
 

3. Promoting food security 

36. Remaining undernourishment. The Asia and the Pacific region still has 500 million 
people who suffer from hunger. Among ADB’s DMCs, an average 12% of the population remains 
undernourished, or 16% among concessional assistance countries and 17% in group A.17 The 
rate is still higher for some individual DMCs, up to 30%, even after having declined for 10 years. 
By 2050, the population in developing countries is expected to increase by one-third or about 
2 billion, which will require an additional 60% increase in global agricultural production. 
 
37. ADB’s operational plan for agriculture and natural resources supports the entire food value 
chain: production, processing, distribution, and consumption.18 In 2017–2018, ADB committed 
over $5 billion in financing for food security, about 20% of which in concessional finance.19 Most 
of this went to the non-urban transport sector and a significant portion directly into agriculture, 
including irrigation. For the first half of ADF 12, $137 million in ADF grants and $656 million in 

                                                
 
 
15 ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Programmatic 

Approach, Policy-Based Loan for Subprogram 1, and Project Loans Papua New Guinea: Health Services Sector 
Development Program. Manila. 

16  ADB. 2018.  Fragile, Conflict-Affected and Emergency Situations. Guidance Note on Procurement. Manila. 
17 Footnote 10. Data for 2015. Populated weighted averages, ADB estimates. 
18  ADB. 2015. The Operational Plan for Agriculture and Natural Resources: Promoting Sustainable Food Security in 

Asia and the Pacific in 2015–2020. Manila. 
19  Preliminary. ADB Operations Dashboard as of 23 November 2018. 

 
 
 

https://www.adb.org/documents/procurement-framework-policy-paper
https://www.adb.org/documents/procurement-fragile-situations
https://www.adb.org/documents/operational-plan-agriculture-and-natural-resources-2015-2020
https://www.adb.org/documents/operational-plan-agriculture-and-natural-resources-2015-2020
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concessional OCR lending (COL) supported agriculture and irrigation projects. This represents 
12% of concessional assistance committed in 2017–2018, higher than ADF XI (8%), and reflects 
ADB’s increasing reengagement in the food sector.  
 
38. ADB is currently preparing the operational plan for rural development and food security 
under Strategy 2030 to implement three major activities in support of rural development and food 
security: (i) improving market connectivity and agricultural value chain links, (ii) increasing 
agricultural productivity and food security, and (iii) enhancing food safety. 20 Meanwhile, plans over 
the next 2 years would bring ADB’s concessional assistance for food security during the ADF 12 
period to around $3.9 billion, or almost $1.0 billion per year, a quarter of which would be in ADF 
grants, and implying that assistance for food security would comprise about a third of total 
concessional assistance operations. 
 

4. Supporting private sector development 

39. ADB supports private sector development through direct private sector operations in 
concessional assistance countries and through upstream improvement of the investment climate, 
including public-private partnerships (PPPs).  
 

40. Support for public private partnerships. In 2017, ADB launched two new initiatives to 
strengthen the bankability and implementation of PPPs in Asia and the Pacific: the Infrastructure 
Referee Program and the Public–Private Partnership Monitor (PPP Monitor). 21  Under the 
Infrastructure Referee Program, the first of its kind in the PPP market, ADB provides independent 
third-party advice to help resolve disagreements that may arise over the life of a PPP project. The 
PPP Monitor is a new ADB publication that provides the public sector with insight on how to 
structure a sound business environment for PPPs. It covers each country’s regulatory framework, 
institutional capacity for project implementation, market maturity, and financial facilities. It also 
features sector-specific information for each country covered. The first edition includes 
information on three concessional assistance countries: Bangladesh, Papua New Guinea, and 
Viet Nam. By creating an active platform for dialogue between the public and private sectors, the 
PPP Monitor aims to increase the level and quality of private participation in DMCs.  
 
41. More than a third of ADB’s concessional assistance commitments in the first 2 years of 
ADF 12 supported private sector development. Finance sector development—targeted support 
for small and medium-sized enterprises (SMEs), and inclusive finance in particular―is a small 
component, but more projects are in the pipeline. ADB support for finance sector development 
has concentrated on three subsectors: infrastructure finance, capital markets, and SME finance.22 
An independent evaluation of ADB’s support for SMEs reiterated the beneficial impact of 
developing financial systems that serve SMEs as a whole. 23  ADB will consider how SME 
operations can be further improved when the financial sector operations framework is updated.24  
 

                                                
 
 
20 ADB. 2018. Management Response to IED’s Sector-wide Evaluation: ADB’s Support for the Agriculture, Natural 

Resources, and Rural Development Sector. Manila. 
21  ADB. 2017. PPP Monitor. Manila. 
22  ADB. 2017. Review of 2011 Financial Sector Operational Plan. Manila. 
23 ADB. 2018. Support for Small and Medium-Sized Enterprises, 2005–2017: Business Environment, Access to 

Finance, Value Chains, and Women in Business. Manila. 
24  ADB. 2018. Management Response to Thematic Evaluation Study on Support for Small and Medium-sized 

Enterprises, 2005–2017: Business Environment, Access to Finance, Value Chains, and Women in Business. Manila. 

https://www.adb.org/publications/public-private-partnership-monitor
https://www.adb.org/sites/default/files/evaluation-document/410991/files/mr-se-agri.pdf
https://www.adb.org/sites/default/files/evaluation-document/410991/files/mr-se-agri.pdf
https://www.adb.org/publications/public-private-partnership-monitor
https://www.adb.org/documents/review-2011-fin-sector-operational-plan
https://www.adb.org/documents/support-small-and-medium-sized-enterprises-2005-2017
https://www.adb.org/documents/support-small-and-medium-sized-enterprises-2005-2017
https://www.adb.org/sites/default/files/evaluation-document/346336/files/mr-sme.pdf
https://www.adb.org/sites/default/files/evaluation-document/346336/files/mr-sme.pdf
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42. In 2017, 41% of committed private sector operation projects were in concessional 
assistance countries, while in 2018, 11 out of 32 (34%) nonsovereign projects committed were in 
concessional assistance countries. ADB also provides transaction advisory services for the 
preparation of PPP projects, with 10 mandates active in concessional assistance countries―one 
in Cambodia, three in Myanmar, and seven in other OCR blend countries, including recently 
graduated Viet Nam. These mandates have long gestation periods and even longer 
implementation periods, which ADB is able to support.  
 

5. Improving governance and capacities of concessional assistance countries 

43. Capacity building for tax policy. ADB, through its regional TA projects, has been 
supporting DMCs in improving their institutional capacities for tax policy administration and 
management, focusing on good standards of tax governance.25 The projects enabled several 
DMCs to improve tax transparency through their participation in the Global Forum on 
Transparency and Exchange of Information for Tax Purposes and adoption of international tax 
standards, including the Base Erosion and Profit Shifting (BEPS) Standards and Inclusive 
Framework. To assist the DMCs in meeting the BEPS and Global Forum standards, ADB further 
strengthened its support to capacity building initiatives for governments. In 2018, the Last Mile 
Seminar on Effective Exchange of Information was held in Fiji, and attended by representatives 
of 12 Pacific countries. ADB also conducted in-country consultations with six ADF countries—
Cambodia, Maldives, Marshall Islands, Federated States of Micronesia, Papua New Guinea, and 
Samoa.  

 
44. ADB has a good track record in providing technical support to Pacific countries to meet 
anti-money-laundering requirements and is committed to extending similar assistance in support 
of countries’ adoption of global standards in the broad area of public financial management.  
 
45. Debt sustainability. ADB has also been promoting debt sustainability through sound 
policies and management. From 2008 to 2017, ADB implemented 24 policy-based operations 
supporting debt management actions and reforms across eight Pacific DMCs. A fiscal 
sustainability reform program will assist the Government of Solomon Islands in implementing 
policy and institutional reforms toward improved financial management and sustainability, and 
private sector development.26 An economic management reform grant to Kiribati aims to improve 
economic management and fiscal sustainability by strengthening the management of public 
finances, assets, and liabilities; and providing an enabling environment for private sector 
participation.27 
 

                                                
 
 
25 ADB. 2014. Enhancing Transparency and Exchange of Information for Tax Purposes; ADB. 2017. Strengthening Tax 

Policy and Administration Capacity to Mobilize Domestic Resources; ADB. 2017. Domestic Resource Mobilization 
Trust Fund; and ADB. 2018. Enhancing Tax Transparency of ADB Developing Member Countries. Manila. 

26 ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Grant 
Solomon Islands: Improved Fiscal Sustainability Reform Program. Manila. 

27 ADB. 2017. Report and Recommendation of the President to the Board of Directors: Proposed Programmatic 
Approach and Policy-Based Grant for Subprogram 1 Republic of Kiribati: Strengthening Economic Management 
Reform Program. Manila. 

 
 
 

https://www.adb.org/sites/default/files/project-documents/52074/52074-001-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/52074/52074-001-rrp-en.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/47322-001%20Proposed%20Programmatic%20Approach%20and%20Policy-Based%20Grant%20for%20Subprogram%201%20Republic%20of%20Kiribati%20Strengthening%20Economic%20Management%20Reform%20Program.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/47322-001%20Proposed%20Programmatic%20Approach%20and%20Policy-Based%20Grant%20for%20Subprogram%201%20Republic%20of%20Kiribati%20Strengthening%20Economic%20Management%20Reform%20Program.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/47322-001%20Proposed%20Programmatic%20Approach%20and%20Policy-Based%20Grant%20for%20Subprogram%201%20Republic%20of%20Kiribati%20Strengthening%20Economic%20Management%20Reform%20Program.pdf


13 

 

46. Governance and capacity development as drivers of change. In 2017 and 2018, over 
two-thirds of ADF resources, equivalent to $6,715 million have identified governance and capacity 
development as drivers of change. These include operations related to poverty reduction, 
investment climate improvement, infrastructure development, trade facilitation, economic reform 
management, basic education improvement, disaster management, power network improvement, 
and public financial management. For COL, the share is 75%. In 2017, 56% of concessional 
assistance operations used country systems, an improvement from the baseline of 46% in 2016.28 
 
47. Subprogram 2 of the Health Sector Development Governance Program will help the Lao 
PDR improve its health sector by strengthening the sector’s financial management system and 
by boosting human resource management capacity.29 A macroeconomic resilience program aims 
to strengthen Tonga’s fiscal position by adopting prudent policies and better public financial 
management; and improve the business climate through continued support for policy, regulatory, 
and public enterprise reforms.30   
 
48. The Public Sector Enterprises Reform Program in Pakistan aims to improve the 
performance of public sector enterprises by improving their corporate governance and 
accountability, and reducing their contingent liabilities.31 ADB has been providing support for 
state-owned enterprise (SOE) reforms in three focus areas: (i) indirect support for SOE reforms 
through macro-level approaches; (ii) targeted support through sovereign instruments with 
accompanying measures for improving sector- and/or SOE-specific governance; and (iii) 
nonsovereign support targeted at SOE clients, or sovereign projects that propagate PPPs for 
infrastructure development and where an SOE is one of the equity participants in PPP projects 
and subprojects. 
 
49. ADB continues to support DMC governments in tailored ways and in coordination with 
other development partners to help strengthen revenue collection and expenditure management 
systems; and to improve transparency, efficiency, and debt sustainability (Box 1).  
 
50. Country Performance Assessment ratings in 2013–2016 indicate that countries with 
concessional assistance (group A and B countries) have achieved steady progress in public 
sector management and institutions, including transparency, accountability and corruption in the 
public sector; quality of public administration; efficiency of revenue mobilization; quality of 
budgetary and financial management; and property rights and rule-based governance.  
 
51. Strategic direction. Under Strategy 2030’s operational priority 6 (Strengthening 
governance and institutional capacity), ADB seeks to adopt a differentiated response to country 
contexts. Low-income and lower middle-income countries typically need to improve their 
institutional capacity for designing and implementing effective policies and strengthen their 
governance and service delivery functions. Greater attention will be paid to local context, drivers 
of change and programs that prioritize operational flexibility, learning and adaptability. 

                                                
 
 
28  ADB. 2018. 2017 Development Effectiveness Review. Manila. 
29 ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Grant 

for Subprogram 2 Lao People’s Democratic Republic: Health Sector Governance Program. Manila. 
30 ADB. 2017. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan 

and Grant to the Kingdom of Tonga for Subprogram 2 of the Building Macroeconomic Resilience Program. Manila. 
The total subprogram amount is $5 million. 

31 ADB. 2017. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan 
for Subprogram 2 Islamic Republic of Pakistan: Public Sector Enterprises Reform Program. Manila. 

https://www.adb.org/documents/development-effectiveness-review-2017-report
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/47137-006%20Proposed%20Policy-Based%20Grant%20for%20Subprogram%202%20Lao%20People's%20Democratic%20Republic%20Health%20Sector%20Governance%20Program.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/47137-006%20Proposed%20Policy-Based%20Grant%20for%20Subprogram%202%20Lao%20People's%20Democratic%20Republic%20Health%20Sector%20Governance%20Program.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/48361-002%20Proposed%20Policy-Based%20Loan%20and%20Grant%20for%20Subprogram%202%20Kingdom%20of%20Tonga%20Building%20Macroeconomic%20Resilience%20Program.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/48361-002%20Proposed%20Policy-Based%20Loan%20and%20Grant%20for%20Subprogram%202%20Kingdom%20of%20Tonga%20Building%20Macroeconomic%20Resilience%20Program.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/48065-003%20Proposed%20Policy-Based%20Loan%20for%20Subprogram%202%20Islamic%20Republic%20of%20Pakistan%20Public%20Sector%20Enterprises%20Reform%20Program.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/48065-003%20Proposed%20Policy-Based%20Loan%20for%20Subprogram%202%20Islamic%20Republic%20of%20Pakistan%20Public%20Sector%20Enterprises%20Reform%20Program.pdf
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Box 1: Building Institutions, Improving Governance 
 
In fragile and conflict-affected situations 

 
Restructuring key line ministries in Afghanistan. In Afghanistan, the Asian Development Bank (ADB) is 
supporting restructuring reforms in key line ministries to streamline project implementation, such as the 
establishment of a central program office within the Ministry of Agriculture, Irrigation and Livestock to assist 
with procurement, financial management, monitoring and evaluation, and human resource development. 
Similar initiatives were implemented in the Ministry of Rural Rehabilitation and Development. The Afghanistan 
Resident Mission’s energy team is working with the electricity utility to determine the capacity building 
requirements for restructuring and improving financial management and governance.  
 
Structural and institutional reforms in Myanmar. Managing the shift from a centrally run and heavily 
agriculture-based state system to a market-led economy requires many structural and institutional changes. 
ADB provided support for the Myanmar Companies Law, passed in 2017 and taken effect in 2018, one of 
several key reforms to improve the country’s business environment. In February 2018, ADB released the first 
ASEAN+3 Bond Market Guide on Myanmar, a comprehensive update on Myanmar’s capital markets and the 
reforms undertaken since its reengagement. Myanmar is expected to grow at an impressive 7%, but the 
positive economic outlook hinges on continuing legal, regulatory, and institutional reform to create a more 
enabling environment for doing business.  
 
In member countries at high risk of debt distress 
 
Fiscal consolidation in the Lao People’s Democratic Republic. In the Lao People’s Democratic Republic, 
a small International Development Association gap country (population 7 million), the government is 
consolidating its fiscal position by increasing revenues and tightening expenditures. While the International 
Monetary Fund (IMF) and the World Bank focus their assistance on the revenue side, ADB supports the 
government in improving the medium-term budgeting and fiscal transfer process and its expenditure 
management. ADB also provides technical assistance for start-ups and microenterprises in accessing 
finance. Private sector development is an important component of efforts to diversify a resources-driven 
economy and expand the tax base. 
 
Investment climate reforms in Tajikistan. In Tajikistan (population 9 million), the Investment Climate 
Reforms Program supported key reforms to (i) reduce the cost of doing business, (ii) strengthen protection 
of businesses, and (iii) increase business innovation and productivity. The reforms consolidated the number 
of business inspection bodies, introduced regulatory impact analysis for legislation, created a web-based 
portal for public access to legislation, and disclosed fiscal incentives available to investors. Technical 
assistance was also provided to improve governance and capacity building in several areas over 2017–2018. 
 
In ordinary capital resources blend countries 
 
Public sector management in Mongolia. ADB supported Mongolia in establishing a Sovereign Wealth Fund 
to help manage its mineral-based revenues, and also supported the state-owned mining enterprise Erdenes 
Mongol to ensure that the public interest in these mines is well managed. ADB is also improving tax 
administration and public investment through the application and provision of modern technology and 
equipment, and helping the government strengthen government services by using digital technology in other 
areas such as state registration and national planning. ADB works in partnership with the IMF to help the 
government strengthen macroeconomic management under the reform program supported by the Extended 
Fund Facility. 

https://www.adb.org/publications/asean3-bond-market-guide-2018-myanmar
https://www.adb.org/projects?terms=47099
https://www.adb.org/projects?terms=47099
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Public sector enterprise reforms and trade and competitiveness program in Pakistan. The Public Sector 
Enterprises Reform Program supported the Government of Pakistan’s efforts to reduce net fiscal transfer to 
public enterprises by improving their financial transparency and strengthening their corporate governance. 
The program was part of a broader, coordinated donors’ package for reforming public enterprises, with other 
assistance being provided by the IMF and the World Bank. However, Pakistan continues to face balance of 
payment constraints, reflecting its weak export competitiveness. ADB is currently providing technical 
assistance to build the capacity of government institutions involved in trade and competitiveness; and a trade 
and competitiveness program is currently being discussed to enhance Pakistan’s export competitiveness 
through tariff rationalization and institutional strengthening. 
 
Source: Asian Development Bank. 

 

6. Strengthening preparedness for and response to climate change and 
disasters 

52. Loss of lives and erosion of development gains. Rising losses from disasters reflect 
increasing exposure and vulnerability to natural hazards as countries expand and develop with 
insufficient regard to disaster risk. These losses may be expected to further worsen with climate 
change. The establishment of a disaster risk reduction (DRR) financing mechanism to 
complement the regularization of the ADF Disaster Response Facility (DRF) during the ADF 12 
period strengthened ADB’s efforts toward disaster resilience and helped spur more investment in 
DRR. Support for tackling climate change, building climate and disaster resilience, and enhancing 
environmental sustainability increased from about 20% under ADF XI to more than 70% in 2017–
2018 in ADF operations, and from 50% to more than 60% in COL operations.   
 
53. Disaster risk reduction. The DRR financing mechanism is helping raise awareness of 
the scale, nature, and potential implications of disaster risk; tackle the root causes of disaster risk 
through targeted risk reduction actions; and catalyze further investment in risk reduction. The 
DRR financing mechanism has performed well to date. DRR grant financing totaling $81.5 million 
allocated for the first biennial period under ADF 12 has been programmed in full, while 
additional concessional COL totaling $80.97 million has also been made available, of which 
$67.92 million has been programmed. For 2019–2020, 98% of DRR grant financing and all of 
DRR COL has been made available as of 31 December 2018.The total ADF allocation for DRR 
was increased to $195 million in January 2019 from an initial amount of $163 million. The 
additional financing will be allocated across countries for programming and utilization in 2019–
2020. 
 
54. ADF disaster risk reduction financing is supporting a wide range of uses and 
projects with a variety of objectives. ADF DRR grant and COL resources for the first biennium 
support have been allocated to projects in six sectors. As of 31 December 2018, 18 projects 
utilizing ADF DRR financing for an overall amount of $74.8 million (46% of the initial DRR grant 
allocation) had either been approved or passed the fact-finding stage, of which two projects 
support stand-alone projects focusing on DRR as primary objective, 7 support discrete DRR 
components of other grant and loan projects, and 9 fund the incremental cost in strengthening 
the disaster resilience of infrastructure investments. DRR projects, supporting stand-alone 
projects focus on school retrofitting and reconstruction in Nepal, and a series of upstream 
measures to lay the foundations for enhanced disaster risk management in Tajikistan. The latter 
includes the development of a road map for DRM investments, building a pipeline of further 
investments to additionally enhance disaster resilience in Tajikistan in the future as well as 
strengthening the institutional capacity for implementing it. Elsewhere, ADF DRR financing is 
being used to support DRR components of wider projects or embedded actions. Activities 
supported include the incremental costs in the construction of disaster-resilient infrastructure; the 

https://www.adb.org/projects?terms=48065
https://www.adb.org/projects?terms=48065
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integration of disaster risk management considerations into infrastructure planning, management 
and maintenance processes; capacity development and awareness raising; and the 
establishment or upgrade of early warning systems.  
 
55. Disaster Response Facility. From 2017 to date, the DRF was accessed once. In 2018, 
ADB allocated $8.8 million to Tonga for the reconstruction and upgrade of the electricity network 
infrastructure damaged by Tropical Cyclone Gita, and new disaster contingent financing to 
replace the previous disaster contingent financing for Tonga under the Pacific Disaster Resilience 
Program,32 which disbursed in full in February 2018, 3 days after the country was struck by 
Tropical Cyclone Gita. The ADF DRF has strengthened ADB’s capacity to respond quickly? to 
disasters caused by natural hazard events in ADB’s poorest countries. It provides more flexible, 
predictable, and systematic support for disaster response, and reduced the need to reallocate 
resources from a country’s long-term development and poverty reduction programs to the disaster 
response.  
 
56. Outside disaster risk reduction and Disaster Response Facility. The $15 million 
Pacific Disaster Resilience Program takes a slightly different, collective approach to disaster 
preparedness using ADF 12 grant resources together with COL primarily from the regional set-
aside, matched by country performance-based allocation. The program, approved in November 
2017, provided contingent disaster financing through policy-based operations for Samoa, Tonga, 
and Tuvalu to support response, early recovery, and reconstruction activities in the immediate 
aftermath of disaster events triggered by natural hazards.  Its attached TA supports DRM in the 
participating DMCs and assesses options for, and potential costs and benefits from, 
the establishment of a collaborative multi-country contingency financing mechanism for the 
Pacific.  
  
57. Climate change mitigation and adaptation. In 2017, ADB reached $4.5 billion in climate 
finance from its own resources, of which $2.3 billion went to concessional assistance countries. 
As of the end of 2018, climate change investments from own resources reached $3.6 billion 
(excluding TA projects), of which $2.0 billion are in ADF-eligible countries.  
 
58. ADB invested $130 million in Nepal’s Urban Water Supply and Sanitation Project, which 
will finance climate-resilient and inclusive water supply and sanitation infrastructure in project 
municipalities and strengthen institutional and community capacity, sustainable service delivery, 
and project development. The project will add value through climate resilience and smart 
technology application, in that systematic climate-resilient approaches will be key to (i) securing 
equitable water distribution; (ii) using scarce water sources more judiciously; and (iii) ensuring 

                                                
 
 
32 ADB. 2017. Regional: Pacific Disaster Resilience Program. Manila. https://www.adb.org/projects/50028-

001/main#project-overview.  $6.6 million of the $8.8 million DRF financing was committed in 2018 for the 
reconstruction and upgrade of the electricity network infrastructure. The remaining ($2.0 million) is part of the 
proposed new disaster contingent financing facility to replace the previous disaster contingent financing under ADB's 
Pacific Disaster Resilience Program. The $2.0 million Pacific Disaster Resilience Program Phase 2 is expected to be 
committed in 2019. 

 
 
 

https://www.adb.org/projects/50028-001/main#project-overview
https://www.adb.org/projects/50028-001/main#project-overview
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that key assets are resilient to climate risks, e.g., flooding, heat waves, droughts, cyclones, and 
natural hazards such as landslides and earthquakes.33 
 
59. In Viet Nam, ADB invested in the Basic Infrastructure for Inclusive Growth in the 
Northeastern Provinces Sector Project with a $150 million COL loan, $36 million of which is 
considered climate finance, committed on April 20 18. The project will (i) rehabilitate and upgrade 
about 265 kilometers of roads in the four northeastern provinces; (ii) install 10 rural domestic 
water supply schemes; (iii) provide infrastructure support for agricultural and rural value chains in 
Lang Son; and (iv) strengthen provincial infrastructure asset management. The project fosters 
regional and local economic development through multisector investments that require strong 
integration, particularly with special economic zones and border areas. 34 
 
60. The design of the project includes measures totaling $36 million—nearly 25% of the 
project’s value—to boost climate resilience, such as technical guidelines on integrating climate 
risk mitigation in detailed infrastructure designs by increasing flood bank elevations, improving 
cross-drainage, and using bioengineering for erosion protection. Resilience to climate change 
was also supported by promoting safe food systems and standards, drip and spray irrigation with 
organic fertilizer, and backward-linked supply contracting, to enable producers to adapt to climate 
and market risks. 
 
61. The Regional Facility for Pacific Renewable Energy Program, approved in 2017, features 
an integrated approach to finding technical, reform, and financing solutions for renewable energy 
and energy access, and will fund a series of individual small-value renewable energy projects in 
11 smaller Pacific island countries with a combined population of fewer than 1.5 million people.35  
 

7. Promoting regional public goods.  

62. Regional cooperation and integration. ADF grant operations tend to have a high share 
of support for regional cooperation and integration (RCI), reflecting the active membership of ADF 
grant recipients in regional cooperation initiatives (figure 3). Building upon earlier support for 
cross-border operations in higher education, natural resources, and health, the ADF supported, 
in 2017–2018 renewable energy generation (small hydropower) in the Pacific; climate-friendly 
agribusiness value chains and water management, and control of communicable diseases in the 
Greater Mekong Subregion; and strengthening of health system development in the South Asia 
subregion. 
 

                                                
 
 
33 ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Loan Nepal: Urban 

Water Supply and Sanitation (Sector) Project. Manila. 
34 ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Loans Socialist 

Republic of Viet Nam: Basic Infrastructure for Inclusive Growth in the North Central Provinces Sector Project. Manila. 
35 ADB. 2017. Report and Recommendation of the President to the Board of Directors:  Proposed Facility Pacific 

Renewable Energy Investment Facility. Manila. 

file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/35173-015%20Proposed%20Loan%20Nepal%20Urban%20Water%20Supply%20and%20Sanitation%20(Sector)%20Project.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/35173-015%20Proposed%20Loan%20Nepal%20Urban%20Water%20Supply%20and%20Sanitation%20(Sector)%20Project.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/49026-003%20Proposed%20Loans%20Socialist%20Republic%20of%20Viet%20Nam%20Basic%20Infrastructure%20for%20Inclusive%20Growth%20in%20the%20North%20Central%20Provinces%20Sector%20Project.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/49026-003%20Proposed%20Loans%20Socialist%20Republic%20of%20Viet%20Nam%20Basic%20Infrastructure%20for%20Inclusive%20Growth%20in%20the%20North%20Central%20Provinces%20Sector%20Project.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/49450-004%20Proposed%20Facility%20Pacific%20Renewable%20Energy%20Investment%20Facility.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/49450-004%20Proposed%20Facility%20Pacific%20Renewable%20Energy%20Investment%20Facility.pdf
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63. Looking at the remaining period of ADF 12 and beyond, the RCI Operational Plan (2019–
2024), which is under preparation, will include regional public goods as a main operational 
direction and will consider supporting (i) regional climate data consortia; (ii) cross-border 
renewable energy; (iii) natural resource management—addressing transboundary water and air 
pollution, and protection of biodiversity; (iv) cross-border emissions trading and technology 
diffusion; and (v) regional DRM and finance. This support can also help catalyze “green finance” 
in ADF-eligible DMCs under the ADB Green Bond Framework. Under the new operational plan, 
the RCI Thematic Group would continue to partner with the Health Sector Group to consider 
supporting further investments in health infrastructure and health software. Given the population 
density in parts of Asia, and the anticipated increase in cross-border traffic, the potential impact 
on health and the environment requires attention. 
 

64. Regional health security a vital regional public good. Many Asian and Pacific countries 
remain unprepared for a severe pandemic outbreak and do not have established response 
procedures. While developing national multi-sectoral preparedness and response plans is a 
critical step to building the resilience of a country to future outbreaks and strengthening health 
systems, many countries do not realize the importance of such plans until an outbreak has already 
started. This can have adverse effects on neighboring countries, even if they have formalized 
preparedness plans, thereby posing a considerable threat to regional health security (RHS).  
 

65. Given the need to mobilize country investments in health security and the elevated risk of 
a pandemic striking the region—resulting from both increased human-animal interaction and 
regional connectivity—it is therefore essential to mobilize grant assistance to incentivize DMCs to 
focus on and invest in RHS to prevent or minimize the impact of pandemics and other health 
security threats. In response to the recommendations of ADB’s Independent Evaluation 
Department assessment of ADF X and XI operations, that ADB support the broader provision of 
regional public goods—and given its experience in strengthening health security, regional, multi-
sectoral mandate, and the massive returns from investing in health security—ADB created a 
mechanism to leverage funds to crowd in government investments in RHS interventions through 
the ADF 12 RHS set-aside, which is discussed in more detail in the paper on utilization of the 
RHS set-aside (footnote 3, third item).  
 

Box 2: ASEAN Distributed Power Project Phase 2 
 
In 2017, the Asian Development Bank (ADB) partnered with B.Grimm, an energy company in Thailand 
with a track record of successfully developing greenfield power plants, to establish renewable energy 
solutions in the region. Developing member countries that only recently began to develop renewable 
power options such as solar and wind face multiple technical, legal, regulatory, and financing 
challenges. Through private sector operations, ADB helps demonstrate a track record of successful 
financing to encourage private developers to take on similar projects. By working with a well-established 
energy company with a strong track record, ADB will be able to extend its reach to multiple energy and 
renewable power projects that would be difficult to assist directly. ADB’s assistance will also play an 
important role in attracting third-party investors, and ensure that B.Grimm fully adopts and implements 
ADB’s environmental and social safeguards standards. The project will help increase the share of 
renewable energy in the global energy mix by 2030 (Sustainable Development Goal 7) and diversify 
the energy mix. It contributes to climate change mitigation by reducing carbon dioxide by 61,000 tons 
per annum.  
 
Source: Asian Development Bank 

https://www.adb.org/projects/51233-001/main#project-pds
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66. Through the RHS set-aside, the $52.83 million in RHS grants from the ADF 12 were fully 
allocated and leveraged into four projects worth a total of $195 million. The largest project under 
the set-aside is in Viet Nam, where $12 million in RHS financing was leveraged into a $100 million 
reform to develop health care systems at a local level.36 In South Asia, Sri Lanka received $12.5 
million from the RHS set-aside to generate a $50 million project to strengthen primary health care 
systems and fortify disease surveillance at ports of entry.37 Bhutan also received funding ($13.3 
million from the set-aside leveraged to a $20 million project) to strengthen primary health care 
and information systems for localized disease detection.38 Four Pacific island countries (Samoa, 
Tuvalu, Tonga, and Vanuatu) received $15 million from the set-aside, to support a $25 million 
effort to increase effective coverage of new vaccines in the region. 39   
 

IV. FINANCIAL ARRANGEMENTS OF ASIAN DEVELOPMENT FUND 12  

67. ADF 12 allocations were made in accordance with the concessional assistance policy, 
with two waivers for which ADB obtained donors’ support and the Board of Directors’ approval in 
2018: (i) the allocation of emergency assistance to Bangladesh from the regional set-aside and 
(ii) the increase in base allocation by $7 million per year in 2019–2020.  
 
68. Debt sustainability and use of reserves. Between the time when indicative allocations 
were prepared for the donors’ report in 2016 and the end of 2018, the grant shares of five group A 
DMCs were raised because of deteriorating risks of debt distress.40 The grant reserves for the 
first half of ADF 12 were used to nearly 100%, while the COL reserve was used for Papua New 
Guinea as a result of removal of the Pacific set-aside.41 At the start of the first biennium (2017), 
the allocation for reserves was $237 million for ADF and $288 million for COL. In the second year 
(2018), $230 million from ADF reserves were used, leaving only $7 million. The second-biennium 
allocation amounts to $221 million. At present, with nine of the 18 DMCs already receiving 100% 
grants, and three ineligible because of their gap status, potential demand for grant reserves 
comes from six DMCs, as listed below: Nepal, Cambodia, Kyrgyz Republic, Maldives, Solomon 
Islands, and Vanuatu. 

(i) Nepal experienced fiscal surpluses in each of the past 4 years, all related to weak 
budget execution. In 2017, government spending picked up. A large number of 
households affected by the 2015 earthquakes have received the first installment 
of housing grants. The government also intends to raise capital spending to 

                                                
 
 
36 ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Policy-Based Loan 

and Grant Socialist Republic of Viet Nam: Local Health Care for Disadvantaged Areas Sector Development Program. 
Manila. 

37 ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Grant 
Democratic Socialist Republic of Sri Lanka: Health System Enhancement Project. Manila. 

38 ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Grants and Technical 
Assistance Grant Kingdom of Bhutan: Health Sector Development Program. Manila. 

39 ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Grants 
Independent State of Samoa, Kingdom of Tonga, Tuvalu, and Republic of Vanuatu: Systems Strengthening for 
Effective Coverage of New Vaccines in the Pacific Project. Manila. 

40 These five are the Federated States of Micronesia, Lao People’s Democratic Republic, Samoa, Tajikistan, and Tonga. 
41 The ADF introduced a set aside of 4.5% of its resources allocated according to PBA for Pacific countries under ADF 

VIII, which under ADF 12 was replaced by a base allocation of $6 million per year to concessional allocation countries. 
The base allocation was increased in 2018 by $7 million per year covering 2019–2020.  

 
 
 

https://www.adb.org/sites/default/files/project-documents/50285/50285-002-rrp-en.pdf
https://www.adb.org/sites/default/files/project-documents/50285/50285-002-rrp-en.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/51107-002%20Sri%20Lanka%20Health%20System%20Enhancement%20Project.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/51107-002%20Sri%20Lanka%20Health%20System%20Enhancement%20Project.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/51141-002%20Proposed%20Grants%20and%20TA%20Grant%20to%20Bhutan%20on%20Health%20Sector%20Devt%20Prog.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/51141-002%20Proposed%20Grants%20and%20TA%20Grant%20to%20Bhutan%20on%20Health%20Sector%20Devt%20Prog.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/50282-001%20Samoa,%20Tonga,%20Tuvalu%20and%20Vanuatu%20Systems%20Strengthening%20for%20Effective%20Coverage%20of%20New%20Vaccines%20in%20the%20Pacific%20Project.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/50282-001%20Samoa,%20Tonga,%20Tuvalu%20and%20Vanuatu%20Systems%20Strengthening%20for%20Effective%20Coverage%20of%20New%20Vaccines%20in%20the%20Pacific%20Project.pdf
file:///C:/Users/vds/Documents/SPOP/ADF12%20MTR/Overview%20of%20ADF/50282-001%20Samoa,%20Tonga,%20Tuvalu%20and%20Vanuatu%20Systems%20Strengthening%20for%20Effective%20Coverage%20of%20New%20Vaccines%20in%20the%20Pacific%20Project.pdf
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address infrastructure bottlenecks and boost growth. On this basis, the 2017 debt 
sustainability analysis assumes a pickup in government spending and the fiscal 
balance turning to a small deficit. However, Nepal’s risk of debt distress is 
expected to remain low in view of the assumed continued high level of 
concessionality of official borrowing and limited scaling-up of capital spending 
because of weak implementation capacity in the medium term.42 

(ii) Cambodia remains at low risk of external debt distress. Debt sustainability, 
however, is becoming increasingly vulnerable to adverse macroeconomic shocks, 
including a fall in exports and adjustment in the exchange rate, fiscal revenue 
shocks, and the materialization of contingent liabilities. An exchange rate shock is 
unlikely to be a significant risk to debt sustainability given the country’s high degree 
of dollarization, and as medium-term export growth rates remain high. But 
increasing risks to Cambodia’s debt outlook reinforce the need for continued 
reforms to shore up the economy’s resilience to shocks, and further efforts to 
mobilize fiscal revenues.43  

(iii) The Kyrgyz Republic’s annual COL allocation is about $60 million, and risk arises 
from the growing share of domestic public debt that is serviced at higher domestic 
interest rates.44  

(iv) Maldives is rated at high risk of debt distress. However, under the International 
Development Association Non-Concessional Borrowing Policy, it was found in 
breach and provided 50% grants.45  

(v) Solomon Islands, a small state, is vulnerable to natural hazards and increased 
debt service burdens (higher financing terms and rising debt). On the other hand, 
it has a debt management framework that requires the government to aim for a 
debt distress risk level of no more than moderate.46  

(vi) Vanuatu, also a small state and vulnerable to natural hazards and increased debt 
service burdens, has a debt management strategy that limits new borrowing to 
concessional (at least 35% grant element) and aims to keep the net present value 
of public debt below 40% of gross domestic product. Vanuatu is much smaller than 
Solomon Islands—50% fewer inhabitants and about 25% less gross domestic 
product—and its absorptive capacity is explicitly mentioned in the debt 
sustainability analysis.47  
 

                                                
 
 
42 International Monetary Fund. 2017. Nepal: Staff Report for the 2017 Article IV Consultation- Debt Sustainability 

Analysis. https://www.imf.org/external/pubs/ft/dsa/pdf/2017/dsacr1774.pdf 
43 International Monetary Fund. 2017. Cambodia: Staff Report for the 2017 Article IV Consultation- Debt Sustainability 

Analysis. https://www.imf.org/external/pubs/ft/dsa/pdf/2017/dsacr17325.pdf 
44 International Monetary Fund. 2017. Krygyz Republic: Fourth and Fifth Reviews under the Three-Year Arrangement 

Under the Extended Credit Facility, and Request for Modification of Performance Criteria- Debt Sustainability 
Analysis. https://www.imf.org/external/pubs/ft/dsa/pdf/2018/dsacr1853.pdf 

45 International Monetary Fund. 2017. Maldives: Staff Report for the 2017 Article IV Consultation- Debt Sustainability 
Analysis. https://www.imf.org/external/pubs/ft/dsa/pdf/2017/dsacr17357.pdf 

46  International Monetary Fund. 2018. Solomon Islands: Staff Report for the 2018 Article IV Consultation- Debt 
Sustainability Analysis. https://www.imf.org/external/pubs/ft/dsa/pdf/2018/dsacr18309.pdf 

47 International Monetary Fund. 2018. Vanuatu: Staff Report for the 2018 Article IV Consultation- Debt Sustainability 
Analysis. https://www.imf.org/external/pubs/ft/dsa/pdf/2018/dsacr18109.pdf 

 
 
 

https://www.imf.org/external/pubs/ft/dsa/pdf/2017/dsacr1774.pdf
https://www.imf.org/external/pubs/ft/dsa/pdf/2017/dsacr17325.pdf
https://www.imf.org/external/pubs/ft/dsa/pdf/2018/dsacr1853.pdf
https://www.imf.org/external/pubs/ft/dsa/pdf/2017/dsacr17357.pdf
https://www.imf.org/external/pubs/ft/dsa/pdf/2018/dsacr18309.pdf
https://www.imf.org/external/pubs/ft/dsa/pdf/2018/dsacr18109.pdf
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69. As the changes in debt distress for 2020 will only be known late in 2019 at the earliest, 
it is proposed to retain this reserve until that time, with the possibility of either carrying forward 
unused amounts to ADF 13 or reallocating them for use in 2020 for purposes other than debt 
distress, as the need arises. Donors will be consulted beforehand in either case. 
 
70. Bangladesh emergency assistance. Faced with inflows of more than 700,000 displaced 
persons from Myanmar, the government of Bangladesh requested grant support from ADB to 
provide basic infrastructure and essential services to mitigate the humanitarian crisis in the camps. 
In line with the endorsement of ADF donors and approval of the Board of Directors in July 2018, 
special grant support was provided to Bangladesh using $100 million of ADF grants from the 
subregional set-aside.48 The necessary waivers for this extraordinary measure were approved. 
ADB will develop a strategic framework to deal with a broader range of disasters, including non-
natural humanitarian disasters, in parallel with the Disaster and Emergency Assistance Policy 
review. The grant project became effective on 1 October 2018 and is currently active. As of 30 
January 2019, 100% of the sub-projects have been identified; and contracts have been awarded 
for an amount of $33 million and $6 million have been disbursed. 
 
71. Increase in base allocation from $6 million to $13 million per year in 2019–2020. The 
ADB Board of Directors in 2018 approved a one-time increase in base allocation for 2019–2020 
using unallocated resources from the 2017–2018 allocation cycle. All 25 concessional assistance 
countries (excluding the two graduates) will benefit, but the most significant impact will be felt by 
the smaller DMCs, in particular SIDSs. Following intensive consultations, ADF donors endorsed 
the proposal subject to the Board of Directors’ approval. Donors also requested that ADB review 
the application of the performance-based allocation formula to avoid the recurrence of such a 
large unallocated ADF grant in future. ADB committed to present various options to be taken up 
with donors after the ADF 12 midterm review. However, given the absence of a recurrence of the 
situation in the second biennium, further changes for ADF 12 are not needed. 
 

V. ALLOCATION AND USE OF RESOURCES 

Table 2: 2017–2020 Asian Development Fund Allocations and Commitments 
($ in million) 

Funding Per Donors' 
Report 

2017-2020 
Allocation 

Actual 
Commitments as of 

31 Dec 2018 

1. ADF grant operational program 2,447 2,679 1,323 

2. Reserve for changes in debt distress 319 221 - 

3. Disaster Response Facility 218 225 7 

4. Regional Health Security 53 58 30 

Total ADF Operations 3,037 3,183 1,360 

Note: ADF grant operational program includes country allocations and subregional set-asides. 
Source: ADB Strategy, Policy and Review Department 

 

                                                
 
 
48  ADB. 2018. Report and Recommendation of the President to the Board of Directors: Proposed Grant and Technical 

Assistance Grant People’s Republic of Bangladesh: Emergency Assistance Project. Manila. 
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72. Available resources. Table 2 shows the estimated available resources for the 4 years 
under ADF 12 (2017–2020). As agreed with donors in May 2016, a total of $3,037 million in ADF 
grant resources will be made available to DMCs during ADF 12. Subsequent additional 
contributions raised the estimated available resources for ADF operations to $3,183 million as of 
31 December 2018. 
 
73. In addition, ADB made available $29.0 billion in lending assistance for sovereign 
operations in concessional assistance countries during the ADF 12 period—$12.1 billion of COL 
and $16.9 billion of regular OCR lending.    
 
74. Allocation. The latest ADF allocations by country are shown in Table 3. The country 
allocations include adjustments made in 2018 for changes in debt distress. After allocations for 
the second half are made, about $221 million is left in the ADF reserve for changes in debt distress.  
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Table 3: 2017–2020 Asian Development Fund Allocations and Commitments 

  
  2017-2020 Allocation Committed as of  

31 Dec 2018 

  
   ($ million) Share  $ 

million 
% of 
Allocation 

Country allocations 1,961 62% 960 49% 

 
Afghanistan 890 28% 433 49% 

 
Kyrgyz Republic 165 5% 79 48% 

 
Tajikistan 334 10% 149 45% 

 
Bhutan 40 1% 40 100% 

 
Lao People’s Democratic Republic 138 4% 138 100% 

 
10 small island economies 394 12% 120 30% 

 
Maldives 47 1% 23 49% 

 
Kiribati 42 1% 12 29% 

 
Marshall Islands 37 1% 21 56% 

 
Micronesia, Federated States 39 1% 4 10% 

 
Nauru 34 1% 14 41% 

 
Samoa 57 2% 4 7% 

 
Solomon Islands 32 1% 11 35% 

 
Tonga 46 1% 10 22% 

 
Tuvalu 35 1% 14 40% 

 
Vanuatu 24 1% 7 27% 

Set-asides 1,221 38% 400 33% 

 Regional Pool 522 
 

296 
 

 Regional Health Security 58 
 

30 
 

 Disaster Risk Reduction 195 
 

68 
 

 Disaster Response Facility 225 
 

7 
 

 ADF Grant Reserve for Debt Distress 
(remaining)a 

221 
   

Total allocated 3,183 100% 1,360 43% 

ADF = Asian Development Fund 
  

Notes:  
1. Country allocations are indicative based on the estimated commitment authority as of 31 December 2018. 
    Country allocation includes annual base allocation of $6 million in 2017-2018, and $13 million in 2019-2020. 
2. Numbers may not sum precisely because of rounding.  

a ADF grant reserve for debt distress (remaining) is net of the amount used for the change in the risk of debt 
distress of Samoa, Tajikistan, and Tonga in 2018.  

Source: ADB Strategy, Policy, and Review Department.     
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Table 4. 2017–2020 Concessional Ordinary Capital Resources Lending Allocations and 
Commitments 

  

 
2017–2020 Allocation Committed as of  

31 Dec 2018 

  

 
$ Million Share $ million % of 

Allocation 

Country allocations 10,538 87% 4,000 38% 

 
Bangladesh 1,988 16% 1,017 51% 

 
Bhutan 161 1% 32 20% 

 
Cambodia 815 7% 409 50% 

 
Kyrgyz Republic 205 2% 99 48% 

 
Lao PDR 169 1% 0 0% 

 
Maldives 24 0.2% 0 0% 

 
Mongolia 203 2% 76 37% 

 
Myanmar 1,430 12% 484 34% 

 
Nepal 1,340 11% 637 48% 

 
Pakistan 1,591 13% 249 16% 

 
Palau 42 0.3% 0 0% 

 
Papua New Guinea 185 2% 85 46% 

 
Samoa 1 0.01%  0  0%  

 
Solomon Islands 38 0.3% 0 0% 

 
Sri Lanka 312 3% 179 57% 

 
Timor-Leste 111 1% 25 22% 

 
Tonga 4 0.03% 0 0% 

 
Uzbekistan 940 8% 297 32% 

 
Vanuatu 29 0.2% 7 23% 

 
Viet Nam 951 8% 404 42% 

Set-asides 1,611 13% 419 26% 

 Regional Pool 801 
 

366 
 

 Disaster Risk Reduction 206 
 

53 
 

 COL Reserve (remaining) a 604 
   

Total allocated 12,149 100% 4,420 36% 

Lao PDR = Lao People’s Democratic Republic. 
Notes:  
1. Country allocations are indicative based on the estimated commitment authority as of 31 December 2018. 

Country allocation includes annual base allocation of $6 million in 2017-2018, and $13 million in 2019-2020. 
2. Numbers may not sum precisely because of rounding. 
a COL reserve (remaining) is net of the amount allocated to Papua New Guinea as a result of the removal of the 
Pacific set-aside. 
Source: ADB Strategy, Policy, and Review Department. 

  

 
75. As of 31 December 2018, $4.4 billion in COL assistance plus an additional $10.0 billion in 
regular OCR loans had been provided to concessional assistance DMCs since 2017.49 Table 3 

                                                
 
 
49 COL commitments exclude $1.3 billion committed during ADF 12 but approved in 2016 under ADF XI. 
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shows the use of ADF 12 grant resources against allocations. Total commitments and approvals 
at midterm are 43% and 44% of total resources, and utilization of country allocations is at 49%. 
The Lao PDR used up its ADF grant allocations as it would become a COL-only country in 2019. 
One regional health security project in Sri Lanka has been committed. Most of the projects 
allocated ADF grant resources from the regional set-aside for 2017–2018 have been committed. 
Along with the $100 million emergency grant assistance to Bangladesh funded from the regional 
set-aside, the commitment rate for the regional set-aside at midterm is 57%. Demand for COL 
under ADF 12 has been strong and utilization of COL is on track. Total commitments and 
approvals at midterm are 36% and 45% of total resources, and utilization of country allocations is 
at 38%. 
 

VI. TECHNICAL ASSISTANCE SPECIAL FUND 6 OPERATIONS AT MIDTERM 

76. Technical assistance in support of capacity building and project preparation. 
Compared with an annual average of $51 million during Technical Assistance Special Fund 
(TASF) V (2013–2016), an average of $57 million50 went to individual concessional assistance 
countries (excluding regional TA) in the first 2 years of ADF 12 (2017–2018), which is more than 
30% of ADB’s annual average TA program of $190 million for the same period (including TASF, 
the Japan Fund for Poverty Reduction, and other externally funded TA, but excluding regional 
TA). 
 
77. Prioritization of countries in fragile and conflict-afflicted situations. After the Midterm 
Review of Strategy 2020, which committed ADB to expanding its operations in countries classified 
as FCAS, ADB Management in 2015 began prioritizing allocations of TA resources to FCAS 
countries by designating a special set-aside for them. During the first two years of ADF 12, TA 
commitments in FCAS averaged $26.8 million annually against $22.4 million annually during ADF 
XI which corresponds to an increase by 20%. The increase is driven by commitments in both 
TASF-6 and cofinancing. During the first two years of ADF 12, TASF-6 commitments in FCAS 
averaged $11.0 million annually against $8.1 million annually during ADF XI which corresponds 
to an increase by 37%. ADB has been able to mobilize more TA cofinancing (beside Japan 
Special Fund/ Japan Fund for Poverty Reduction) during first two years of ADF12 compared to 
the first two years of ADF XI, corresponding to an increase by 284% increase. The share of FCAS 
to total TA commitments during the first two years of ADF 12 was 7.9% annually compared to 
7.5% annually during ADF XI. 
  
78. Further TA reforms have been implemented to increase the development impact of ADB’s 
TA operations—by enhancing the relevance and quality of TA programs and accelerating the 
delivery of TA for project preparation. The latest reform in 2016 focused on (i) more strategic 
alignment of TA with country programming, (ii) more widespread use of programmatic approaches 
to delivering TA, (iii) streamlining business processes, (iv) enhancing learning from TA, and 
(v) addressing past limitations. These measures streamlined the TA types to better reflect ADB’s 
core business, promoted the use of programmatic TA through TA facilities and TA clusters, and 
increased proactive engagement by the DMC executing agencies in designing the TA program. 
The Strategy, Policy and Review Department in 2019 will conduct a stocktaking and review of the 
use of ADB’s TA resources during the last decade, and develop a set of recommendations for the 
future use of TA funds. 
 

                                                
 
 
50 Figures from 2013–2016 are on an approval basis, whereas those in 2017 and 2018 are on a commitment basis. 
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79. ADB is preparing operational plans for the seven priority areas under Strategy 2030 that 
cut across sectors and themes. The plans will identify approaches, subsector foci and 
subthemes, skills gaps, resource needs, and operational targets. In delivering the operational 
priorities, ADB will provide integrated solutions combining expertise across a wide range of 
sectors and themes, with the appropriate mix of public and private sector operations that are 
best suited to the specific needs of DMCs. These operations will also be complemented with 
advisory services and knowledge support—thus the demand for TA resources is expected to 
increase. 
 

VII. FINANCIAL UPDATES 

 
[This information has been removed as it falls within exceptions to disclosure specified in 
paragraph 5.4 (viii) of ADB’s Access to Information Policy (2018).] 
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paragraph 5.4 (viii) of ADB’s Access to Information Policy (2018).] 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

VIII. ADB INTERNAL REFORMS 
 
85. In step with the commitment to accelerate progress in gender equality in its operations, 
ADB committed to improve the institutional gender balance and foster an enabling work 
environment for all staff within its organization. ADB also continued other internal reforms to 
improve its effectiveness and efficiency. Donors are particularly interested in the progress of 
three measures during ADF 12: strengthening staff capacity in priority areas, decentralizing 
operations through resident missions, and ultimately improving project quality and readiness. 
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A. Implementing the Targeted Action Plan to Improve Institutional Gender Balance  

86. Gender balance of international staff still short of ADB targets. As part of ADB’s 
gender action plan, efforts to source women candidates continued.57 Women panelists are now 
present at every step of the selection and recruitment process. Diversity and inclusion are part 
of regular staff training. Independent panelists received training on interviewing skills, including 
on gender bias in selection. A spouse career program was implemented in 2017–2018 to 
encourage expatriate staff and help them transition their career to the Philippines and the region.   
  
87. As of 31 December 2018, women make up 58.6% of ADB’s total workforce and 36.3% 
(451 of 1244) of the international staff. The gender balance among international staff still needs 
to move closer to ADB gender targets, particularly in leadership roles.   
 
B. Strengthening Staff Capacity  

88. ADB launched the Experts Pool to bridge skills gaps in ADB’s operational priority areas 
and implemented a series of human resource reforms to strengthen staff capacity with better 
performance management, investment in staff development, and flexible position management.  
 
89. Fixed-term recruitment of experts. The Experts Pool brings highly specialized 
knowledge and skills necessary for implementation of ADB’s operational priorities. 
The composition of expertise in the pool changes as operational needs evolve. Experts are 
recruited for 2–3 years on a fixed-term basis, allowing them to return to their parent organizations. 
Experts are centrally placed in sector and thematic groups to assist operational departments in 
designing and/or processing projects. To date, the Experts Pool has acquired expertise on smart 
grids, water utilities, railways, dams’ optimization, disaster insurance, climate change mitigation, 
and waste-to-energy. More experts in the areas of elderly care, agribusiness, health, education 
technology, financial technical services, energy (gas), and state-owned enterprise reforms are at 
various stages of recruitment.  
 
90. New initiatives in staff training and development include (i) ADB-wide information 
technology training to prepare for the adoption of technology reforms; (ii) special topics under 
sector and thematic learning programs; and (iii) expanded learning offerings on leadership, 
communication, collaboration, innovation, change management, private sector operations, 
economic and financial analysis, and security programs for resident missions. Also, e-learning 
programs are being expanded to reach staff in all locations.  
 
91. More staff flexibility and mobility. Positions were made more flexible, being upgraded, 
downgraded, reclassified, or converted to different levels, usually following staff movement, and 
allowing for overlaps between ongoing and incoming staff. Departments are using workforce 
analysis to prepare strategic staffing plans, which form the basis for optimizing staff 
resources, outposting staff, and setting gender targets. ADB is promoting staff mobility for career 
development and to intensify collaboration and knowledge sharing between 
departments. Launched in 2017, the mobility framework comprises a longer-term rotation 

                                                
 
 
57  An action plan was approved in 2016 to further promote gender equality, based in part on the findings of an 

independent assessment by Economic Dividends for Gender Equality, an international foundation specializing in best 
practices in workplace gender equality. The action plan focuses on (i) recruitment and gender representation, 
(ii) training and development, and (iii) career management and retention. To increase the proportion of women 
among international staff, ADB also set targets for their representation at various levels by the end of 2022.  
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exercise and shorter-term assignments of 3–12 months. The first round of the exercise enabled 
the rotation of international staff across 10 departments.  

 
92. Cross-sector teams for ADB’s seven operational priorities are preparing operational 
plans to help identify the skills gaps and resource needs by sector and thematic groups, and the 

results will be incorporated into the Work Program and Budget Framework for 2020. ADB will 
consider further strengthen its platform for partnerships and integrated resources 
management.  
 
C. Decentralization through stronger resident missions  

93. Increasing project administration by resident mission. ADB has steadily increased 
administrative and corporate support to the resident missions. The share of sovereign operations 
administered with substantial resident mission involvement was 89% in 2017 for concessional 
assistance operations, above the 2020 target of 80%. Project delegation to resident missions by 
late 2018 was at least 50% in most cases, with some even higher (62% in Cambodia, 65% in 
South Asia Department, 70% in Viet Nam). The staff at resident missions as a share of total ADB 
staff increased from 23% in 2014 during the Strategy 2020 Midterm Review to 29% at the 
beginning of 2019. In some departments, resident mission staff account for 50% of the total.  
 
94. Building capacity of resident missions. In addition, quality enhancement measures are 
being undertaken to (i) improve the technical capacity of resident missions with the right skills mix 
in sector, thematic, and sovereign and nonsovereign operations based on country needs; 
(ii) provide stronger information technology support, e.g., increased bandwidth, online services; 
and (iii) to ensure timely advice on policy issues and integrated solutions to country counterparts. 
Revisions to the Project Administration Instructions in 2017 further empowered resident missions 
with approval authority over a defined contract value. Continued strategic outposting of 
international staff to key resident missions helps better meet client needs, develop pipelines, 
improve the portfolio, and build the resident missions’ capacities through knowledge transfers. 
Measures that can further strengthen the resident missions are being deliberated, such as 
improving knowledge sharing between resident missions in the region, using national staff in 
cross-country operations, adopting seamless job titles for international and national staff, and 
giving national staff greater authority in day-to-day operations.           
 
95. Establishment of Pacific country offices. ADB has 12 of the 27 concessional 
assistance countries in the Pacific region. A detailed analysis of staffing needs resulted in 22 new 
positions to be assigned to the region from 2017 through 2019. These positions are based in 
headquarters as well as in resident missions and regional offices in the Pacific. 58 Preparations 
are underway to formalize ADB’s presence in the 11 smallest Pacific island countries by 

                                                
 
 
58 ADB’s full resident missions and regional offices in the Pacific are Papua New Guinea Resident Mission; Timor-Leste 

Resident Mission; Pacific Subregional Office in Suva, Fiji; and Pacific Liaison and Coordination Office in Sydney, 
Australia. 
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establishing the Pacific country offices (PCOs) beginning in 2019. 59 Each PCO is expected to 
have one national staff and one administrative staff, with flexibility to adjust staffing levels to match 
the workload in a particular DMC. Each PCO will act as an extension of a regional office (in Suva 
or Sydney), or of headquarters.60  
 
96. ADB is commencing a review of the implementation of its Resident Mission Policy.  

 
D. Improving project readiness, quality, and speed of delivery  

97. Improved project readiness. The proportion of infrastructure projects that were 
procurement-ready in 2017 (45%) remained above the 2020 target for concessional operations 
of 40%, and the share of design-ready sovereign infrastructure projects increased to 82% in 2017, 
from 75% in 2016. In the case of Pacific Department FCAS, the share of infrastructure projects in 
fragile situations that were procurement-ready at approval increased from 0% in 2015 to 50% in 
2016, and to 67% in 2017. The paper on the development effectiveness of the ADF (footnote 2, 
item 1) reports on quality at entry and during implementation following the results framework. This 
section reports on the ongoing actions being taken in operations and support departments to 
sustain and improve project quality and efficiency. 
  

98. Wide range of new lending modalities developed. The ADB Board of Directors on 
3 July 2018 approved a set of new products and modalities to support the implementation of 
Strategy 2030 by expanding ADB’s product offering to meet the diverse and evolving needs of 
DMCs. The new project readiness financing facility will support project preparation and design 
activities in a faster and more responsive manner, while the small expenditure financing facility 
will fund activities such as consulting services, pilot tests, and rehabilitation. The policy-based 
guarantees will cover the credit risk of sovereign borrowing for the general budget support from 
commercial lenders. ADB is also strengthening its credit enhancement operations to mobilize 
more private capital. New modalities will increase access to certain types of guarantees, making 
increases in B loans easier. The PPP Standby Financing Facility will support government 
payments to private PPP concessionaires. The facility is intended to help private concessionaries 
secure timely payments from the government. 
 
99. Project readiness is reviewed regularly: during the concept stage, staff review meetings, 
and management review meetings. Different tools are being used, such as project readiness 
financing or project design advance, multitranche financing, and TA for detailed design. Project 
readiness indicators remain positive: in Cambodia, for example, all three projects approved in 
2017 for an overall amount of $170 million focus on infrastructure development and are project 
ready. In the Lao PDR, project teams took advance actions (i.e., early consultant recruitment and 
project-ready works contract packages), and prepared climate risk assessments and detailed 
engineering designs with support from the Project Readiness Improvement Trust Fund. 
 
100. Implementation of new procurement policy. A new procurement policy approved in 
2017 aims to reduce procurement time, improve the quality of consultants and contractors in ADB-
financed operations, and enhance procurement delivery systems. End-to-end procurement time 

                                                
 
 
59  In 2018, ADB’s Board of Directors approved a proposal for setting up 11 PCOs, which involves the conversion of 

four extended missions (Samoa, Solomon Islands, Tonga, and Vanuatu) and the establishment of seven new offices 
in the Cook Islands, Federated States of Micronesia, Kiribati, Marshall Islands, Nauru, Palau, and Tuvalu. 

60  The four extended missions already established are proposed to be renamed as PCOs.  
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of prior-review contracts of $10 million and above was brought down from 370 days in 2017 to 
348 days in 2018. The average time for internal approval of procurement evaluation reports for 
large contracts has been reduced from 52 days in 2017 to 38 days in 2018, and TA targeted at 
supporting executing agencies with weak procurement capacity is being carried out.  
 
101. ADB is working with several DMCs to improve procurement laws and apply the new 
framework to streamline procurement processes with effective use of post review (sampling) and 
by avoiding abnormally low bids; and actively seeking to establish the one-consultant-for-one-
project approach to expedite project preparation and implementation. ADB has been conducting 
orientation, outreach, and training for staff and DMC officials on the new procurement framework; 
and continues working with governments on country systems for safeguards and procurement. 
Currently there is a need to strengthen financial management, and ADB is looking to have 
dedicated financial management positions for selected divisions at headquarters and in resident 
missions. Stronger resident missions (section VII.C) have helped provide timely support to clients. 
 
102. Capacity development of client institutions. ADB provides dedicated resources for 
developing the capacity of client institutions whenever possible across all regions. In the Pacific, 
the Project Improvement Action Plan (i) encourages governments to establish or strengthen 
centralized procurement and fiduciary functions, (ii) supplements counterparts’ capacity to 
strengthen portfolio management, (iii) ensures that land acquisition and safeguard issues are 
tackled upfront, and (iv) improves project readiness with detailed designs prior to approval of 
financing.61 As part of the action plan, a regional project and procurement support team provides 
training to executing agencies. Specialized expertise was also mobilized to provide on-the-job 
training and help resolve complex project implementation and procurement issues that emerge. 
Staff in resident missions work directly with the executing agencies, fielding review missions to 
identify and resolve implementation challenges quickly.  
 
103. Faster disbursement. ADB launched the Client Portal for Disbursements in 2015, a 
secure web-based application that allows borrowers to prepare, submit, and track withdrawal 
applications for sovereign loan and grant disbursements online. Initially rolled out on pilot basis, 
it has been mainstreamed and is being taken up by client DMCs. The Government of Cambodia, 
for one, used the portal for a few selected projects in 2018 and will do so for all projects in 2019, 
which is expected to help expedite disbursement. Borrowers in geographically remote locations 
will benefit from the elimination of transit time to submit the applications. The portal enables real-
time communication between the user and ADB on all matters pertaining to the withdrawal 
application. Using the system speeds up the preparation of the withdrawal applications by 
borrowers and reduces transaction costs.  
 
104. ADB will continue to strengthen resident missions’ function for all ADB services, and to 
work with DMCs on enhancing project quality and readiness.  

 
IX. CONCLUSION 

105. ADF grants have contributed significantly to promoting inclusive and sustainable economic 
growth across the recipient DMCs, in particular low-income countries in debt distress, FCAS, and 
countries affected by natural disaster. Millions of people in concessional assistance countries 

                                                
 
 
61 The Project Improvement Action Plan was prepared in 2016 to help overcome specific constraints in SIDSs to timely 

and effective preparation and implementation of investment projects. 
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benefited from better access to transport, water, and energy; better educational facilities; stronger 
governance and institutional capacity; and regional public goods. ADB’s ADF 12 commitments 
are largely on track. The seven priorities of ADF 12 are all included in the seven operational 
priority areas of Strategy 2030. 
 
106. Retention of ADF and COL reserves. Donors’ concurrence is sought for the retention of 
the current levels of both ADF and COL reserves for changes in debt distress, and any potential 
alternative use, including the possible carryover to ADF 13, is to be discussed with donors in 2020 
at the latest.  
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Table A1: ADF 12 Implementation Plan Monitoring Matrix 
Focus Area Key Action Time 

Frame 
Progress 
Reporting 

Mechanism to 
Donors 

Status as of December 2018 

I. ADF 12 STRATEGIC DIRECTIONS  
1. Inclusive growth 
 

1.1 Adopt a revised and 
more outcome-
oriented approach 
to inclusive growth  

Along with 
adoption of 

Strategy 
2030 

Board paper on 
results framework 

Strategy 2030 encapsulates the vision of the Asian Development Bank (ADB) of 
“achieving a prosperous, inclusive, resilient, and sustainable Asia and the 
Pacific”.a An operational plan for tackling remaining poverty and reducing 
inequalities, one of the seven operational priorities under Strategy 2030, is under 
preparation. Other operational priorities of Strategy 2030 capture other elements of 
inclusive economic growth, such as promoting rural development and food 
security. ADB is developing a corporate results framework aligned to Strategy 2030 
that will reflect these operational priorities.  

1.2 Adopt an approach 
to inclusive growth 
in each country 
partnership strategy 
(CPS) 

Ongoing Quality-at-entry 
CPS findings 

Reforms approved in 2015 strengthened the quality and analytical foundations of 
CPSs by merging the required thematic assessments (economic, poverty, 
governance, environment, and gender) into a single inclusive and sustainable 
growth assessment.b All eight CPSs endorsed in 2017, including five for 
concessional assistance countries—Afghanistan, the Lao People’s Democratic 
Republic (Lao PDR), Myanmar, Mongolia, and Sri Lanka—complied with the 
guidelines.c Only two CPSs were endorsed in 2018, one for a concessional 
assistance country, the Kyrgyz Republic. 
 
The Kyrgyz national development strategy aims for balanced development, 
improving the quality of service delivery across regions. The delivery mechanism 
of state-financed services needs further rationalization. The country ranks low on 
social indicators, suggesting that the resources have not been effectively utilized 
and targeting remains weak. While access to some basic services like health and 
education has improved, issues persist on access and quality of water supply and 
sanitation. The government is working closely with ADB and other partners on 
tackling some of these issues, which involves a combination of physical 
investments, institutional development, and rectification of shortcomings related to 
governance and the environment. 

2. Gender 
operations 

2.1 Improve the quality 
of sex-
disaggregated data 
and gender 
reporting 

Along with 
adoption of 

Strategy 
2030 

Board paper on 
results framework 

The quality of gender reporting has improved since 2013, when ADB established a 
target (70%) for the share of completed sovereign operations that deliver their 
intended gender equality results. ADB specifies the types of gender equality results 
achieved in five areas: women’s economic empowerment, gender equality in 
human development, reduction in women’s time poverty, gender equality in 
decision-making and leadership, and building of women’s resilience. Accelerating 
progress in gender equality is one of Strategy 2030’s key operational priorities. The 
strategy already includes ambitious gender indicators, and in developing a 
strategy-aligned corporate results framework, ADB will consider including 
additional gender indicators. 
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Focus Area Key Action Time 
Frame 

Progress 
Reporting 

Mechanism to 
Donors 

Status as of December 2018 

3. Fragile and 
conflict-affected 
situations 
(FCAS) 

 

3.1 Enhance staff 
capacity, including 
conflict sensitivity 
expertise, for FCAS 
operations 

Ongoing Report to FCAS 
steering 
committee 

In 2018, ADB provided technical assistance support to help improve future ADB 
approaches to working in fragile situations and support knowledge sharing on 
fragility-sensitive approaches.d  
 

3.2 Incentivize staff to 
work in FCAS 
countries 

Ongoing Report to FCAS 
steering 
committee 

ADB initiated and completed a review of the overseas allowances in 2017 to create 
a more simplified and consistent approach and help focus incentives toward staff 
taking up positions in challenging locations. For staff assigned to field offices with 
prevailing hostilities and unique circumstances, ADB provides exceptional leave, 
or a rest and recuperation benefit that helps staff and their families to travel outside 
the duty station to a rest location to recuperate from the stress of day-to-day living 
in hardship conditions. A separate household allowance is also provided when the 
duty station is considered a non-family posting or the staff chooses not to relocate 
their family. Arrangements for country-specific security and living conditions 
are also in place for resident missions in hazardous conditions. For example, a 
guest house is established and maintained in the Afghanistan Resident Mission to 
ensure the safety of resident mission staff, headquarters staff on mission, and other 
guests. Security personnel are also in place to provide greater safety for resident 
mission staff. 

3.3 Incorporate more 
systematic conflict 
sensitivity in ADB 
operations 

Ongoing Quality-at-entry 
CPS findings 

Report to FCAS 
steering 
committee 

ADB now mainstreams FCAS in all stages of its planning and operations in 
Afghanistan with the use of various FCAS tools and guidelines developed for 
Afghanistan and under implementation. It is also anticipated that recent changes in 
ADB’s procurement procedures will improve project implementation. The Guidance 
Note on Procurement in Fragile, Conflict-Affected, and Emergency Situations (June 
2018) acknowledges that increased flexibility in the project design and procurement 
planning stage is required to facilitate project implementation in FCAS countries. 
  
In Myanmar, the resident mission incorporated a context-sensitive approach in its 
key programming and operational support, which includes coordinating with all 
project leaders to share information, developing guidance on engaging with non-
state armed groups, equipping staff and consultants with necessary skills to work 
in conflict areas in Myanmar, preparing stakeholder analysis, and organizing 
stakeholder consultations.  
 
Eight of 10 ADB FCAS members are in the Pacific region. Under Strategy 2030, 
ADB is implementing a differentiated approach to FCAS and small island 
developing states (SIDSs), building on ADB’s longstanding support for 
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Focus Area Key Action Time 
Frame 

Progress 
Reporting 

Mechanism to 
Donors 

Status as of December 2018 

development in FCAS and SIDSs and emphasizing the importance of 
understanding the local context, making a long-term commitment, ensuring country 
ownership, and being flexible in responding to the challenges. 

3.4 Adopt simpler 
processes for FCAS 

Ongoing ADB Operations 
Manual 

Following procurement reforms in 2017 to allow for differentiation according to 
country conditions, ADB in June 2018 published a Guidance Note on Fragile, 
Conflict-Affected and Emergency Situations to improve procurement planning, 
along with a number of measures that allow flexibility in procurement processing.  

4. Private sector 
operations 

4.1 Approve 40% of 
total private sector 
operations (by 
number of projects) 
in concessional 
assistance (CA) 
countries 

Ongoing Development 
Effectiveness 
Review (DEfR) 

In 2018, 10 out of 31 (32%) nonsovereign operation projects committed were in CA 
countries. 
 

5. Governance 
and capacity 
development 

 

5.1 Integrate analysis 
of existing 
problems and 
countries’ potential 
to increase 
domestic resource 
mobilization in all 
CPSs of CA 
countries 

Ongoing CPS ADB conducted diagnostic analyses of tax policy and administration in developing 
member countries (DMCs) and, in 2018, published the third report in the series on 
tax administration that aims to help revenue bodies and governments improve their 
tax systems by sharing internationally comparable data on aspects of tax systems 
and their administration.e  
 
In 2018, a new CPS for the Kyrgyz Republic was endorsed. Tax proceeds represent 
a significant component of the Kyrgyz Republic’s revenues, reaching 22% of gross 
domestic product in 2017, up from 20% a year before. The increase reflects 
continued effort over the last few years to raise revenues through (i) measures that 
boost revenues from sales taxes, (ii) continued contract-based tax regime, and (iii) 
strengthened tax administration measures. The government is making some 
headway in reducing exemptions from taxes with already low overall tax rates.a  
 
In response to the revenue shortfall from a slowdown of economic activities, the 
authorities sought to minimize collection and compliance costs. The new 
Development Strategy of the State Tax Service (STS) for 2015–2017 further 
streamlined tax service functions and reformed the organizational structure and 
business processes as well as expanded the services for taxpayers. 

5.2 Evaluate the 
effectiveness of 
policy-based 
lending (PBL) 
operations 

2017 Independent 
Evaluation 
Department (IED) 
evaluation study 

The corporate evaluation on PBL was completed in June 2018 and discussed in 
the Development Effectiveness Committee (DEC) on 2 July 2018.g 
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Focus Area Key Action Time 
Frame 

Progress 
Reporting 

Mechanism to 
Donors 

Status as of December 2018 

5.3 Based on IED 
evaluation, seek 
donors’ guidance 
on the use of PBL  

2017/2018 Discussion paper ADB will revisit possible discussion with donors during the ADF 13 replenishment.  

6. Climate change 6.1 Double climate 
financing in all 
DMCs up to 
$6 billion per year 
by 2020 

2020 DEfR Climate finance from internal resources (excluding TA projects) reached 3.6 billion 
in 2018, of which $2.0 billion were in ADF-eligible countries. In 2017, ADB reached 
$4.5 billion in climate finance from its own resources, of which $2.3 billion went to 
CA countries. ADB’s Climate Change Operational Framework (2017–2030) was 
established in July 2017 to provide broad direction and guidance on enhancing 
resilience and strengthening climate actions in ADB’s operations, including the 
operationalization of the $6 billion target.h 
In operations departments, detailed assessments of climate change are included 
in the development of CPSs to guide priority areas of engagement. The project 
pipeline is proactively screened for climate change risks and opportunities at the 
concept clearance stage, and monitored to ensure early intervention on climate 
issues. Climate change focal points provide support during processing, and teams 
were strengthened to align various programmatic components: climate risk 
screening, climate change adaptation, disaster risk management, and climate 
finance monitoring.  
 
To complement the risk-screening activity, the South Asia Department is 
developing a system to include a risk-screening tool and platform to manage its 
climate change database used for screening projects for climate- and disaster-
related risks and in conducting country climate assessments. The remote 
sensing-geographic information system (RS-GIS)-based knowledge and decision-
support system and platform will facilitate assessments of climate and disaster 
risk and their impacts by enabling the mapping and visualization of risk as the 
compounding effect of hazards, exposure, and vulnerabilities. 

7. Disaster risk 
reduction 
(DRR) 

7.1 Establish DRR 
financing for CA-
only countries  

2016 Concessional 
assistance policy 

ADB allocated $162.5 million in concessional resources ($81.5 million for ADF 
grants and $81.0 million for concessional loans) to the DRR financing mechanism 
for 2017–2020. Allocations to each CA-only country were integrated in the 
performance-based allocation process and included as additional country 
allocation for use in 2017–2020 for DRR purposes, in accordance with the CAP 
approved in 2016.i 
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Focus Area Key Action Time 
Frame 

Progress 
Reporting 

Mechanism to 
Donors 

Status as of December 2018 

DRR grant financing totaling $81.5 million for the first biennial period under ADF 12 
has been programmed in full. For 2019–2020, 99% of DRR grant financing had 
been programmed as of 31 October 2018.  
 

8. Disaster 
response 

8.1 Regularize the 
Disaster Response 
Facility (DRF) 

2016 CAP  ADB regularized the DRF as part of the CAP: (i) $119 million, or 10% of the 
resources available for ADF grants for 2017–2018, was set aside for DRF grants; 
and (ii) $288 million, or 5% of the resources available for concessional ordinary 
capital resources lending (COL), net of adjustment for transition arrangements, was 
set aside as a reserve for changes in debt distress classification, a portion of which 
may be used for DRF COL.  
 
No approval was made from the ADF DRF in 2017. The ADF DRF approved one 
allocation of $8.8 in 2018 to Tonga for the reconstruction and upgrade of the 
electricity network infrastructure damaged by Tropical Cyclone Gita, and for new 
disaster contingent financing to replace the previous disaster contingent financing 
for Tonga under the Pacific Disaster Resilience Program. 

8.2 Conduct evaluation 
of DRF operations 

2018 IED evaluation 
study 

The corporate evaluation of ADF 12, which includes the review of DRF and use of 
regional health grants, is ongoing, and will be delivered in 2019 in line with IED’s 
Board-approved work program for 2019–2021. 

9. Regional public 
goods 

9.1 Establish regional 
health security 
financing pilot in CA 
countries through 
the use of regional 
health grants  

2016 CAP ADB made ADF 12 grant resources totaling $53 million available for all CA 
countries on a pilot basis beginning in 2017 to support regional health security. 
Eligibility criteria were developed.  

9.2 Review the use of 
regional health 
grants at ADF 12 
midterm  

2018 Paper for ADF 12 
midterm by 
management 

ADB was able to leverage $53 million grants into a total of $195.6 million worth of 
projects, with the DMCs mobilizing $142.77 million of ADF grants/loans and COL. 
As of December 2018, all four projects have been approved by the ADB Board of 
Directors and one has been committed. The overall available amount for the RHS 
set-aside has been fully allocated to these projects.  
 

9.3 Conduct IED 
evaluation of 
regional health 
grants before the 
start of ADF 13 

2019 IED evaluation 
study 

The corporate evaluation of ADF 12, which includes the review of DRF and use of 
regional health grants, is ongoing, and will be delivered in 2019 in line with IED’s 
Board-approved work program for 2019–2021. 

II. USE OF ADF 12 RESOURCES  
10. Base 

allocation 
10.1 Increase support 

to FCAS and small 
2016 CAP Starting with the 2017–2018 biennial allocations, all DMCs receiving CA resources 

were provided a base allocation of $6 million per year. Consequently, the grant 
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Focus Area Key Action Time 
Frame 

Progress 
Reporting 

Mechanism to 
Donors 

Status as of December 2018 

island countries 
through 
introduction of 
base allocation 

allocation, including DRR to SIDSs, increased by 145% from allocations in 2015–
2016.j  
 
A one-time increase in the base allocation to $13 million per year in 2019–2020 
was approved by the Board. 

11. Post-conflict 
assistance 

11.1 Introduce special 
allocation to 
Afghanistan 

2016 Board paper The phaseout of the special post-conflict assistance to Afghanistan was suspended 
for the ADF 12 period (footnote i). Afghanistan received an allocation of $443 million 
for 2017–2018, including $10 million for DRR, compared with $335 million in 2015–
2016. 

12. Reengaging 
assistance 

12.1 Introduce special 
allocation to 
Myanmar 

2016 Board paper The phaseout of the special reengaging assistance to Myanmar was suspended as 
part of the CAP (footnote i). Myanmar received an allocation of $689 million for 
2017–2018, including $17 million for DRR, compared with $432 million in 2015–
2016. 

13. Post-conflict 
and 
reengaging 
assistance 

13.1 Review special 
allocations to 
Afghanistan and 
Myanmar at ADF 
12 midterm 

2018 Paper for ADF 12 
midterm review 

Papers on the use of special allocations to Afghanistan and Myanmar were 
prepared for discussion with donors at the midterm review.  

14. Resource 
allocation 

14.1 Develop a 
transition 
arrangement for 
Bhutan, Lao PDR, 
and Papua New 
Guinea 

2016 Board paper Transition arrangements for International Development Association (IDA) gap 
countries Bhutan and the Lao PDR, and for the removal of the 4.5% Pacific set-
aside, were incorporated into the CAP (footnote i). For 2017–2018, the gap 
countries continue to receive grant allocations ($40 million for Bhutan; and $138 
million for the Lao PDR, not including DRR), while Papua New Guinea qualified for 
the transition arrangement related to the Pacific set-aside and receives an 
allocation of no less than $85 million in CA resources for 2017–2018. 

15. Debt 
sustainability 
framework 
(DSF) 

15.1 Fully adopt the 
joint International 
Monetary Fund 
(IMF)–World Bank 
DSF for low-
income countries 
for debt 
sustainability 
analysis (DSA) by 
ADB, and the IDA 
gap country 
approach 

2016 CAP The IMF–World Bank debt sustainability analyses were used to determine the grant 
allocations of CA-only countries for 2017–2018. IDA gap countries are ineligible for 
ADF grants under the CAP, although a transition arrangement during the ADF 12 
defers the implementation to 2019 (footnote i). 
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Status as of December 2018 

15.2 Establish ADF 
grant and COL 
reserves for 
changes in debt 
distress 
classification  

2016 CAP Two reserves for changes in DMCs’ debt distress classification were established 
as part of the 2017–2018 allocation—one for grants, initially at $237 million, and 
another for concessional loans, initially at $288 million—to help ensure adequate 
assistance throughout the replenishment period. 

15.3 Review use of 
ADF grant and 
COL reserves at 
ADF 12 midterm 

2018 Paper for ADF 12 
midterm review 

The use of the two reserves is reported in section IV of this overview paper, 
prepared for discussion with donors at the midterm review.  

16. Country 
performance 
assessments 
(CPAs) 

16.1 Conduct CPAs 
every 2 years 

2016 CAP Assessments were conducted in 2016 and the results have been disclosed.b The 
next CPA exercise in 2018 was also completed. 

III. TECHNICAL ASSISTANCE  
17. Technical 

assistance 
(TA) 

17.1 Enhance 
effectiveness of 
TA operations 
through adoption 
of TA reform 
measures 

2016 TA reform paper The President of ADB approved proposals to improve the efficiency and quality of 
TA operations in August 2016. Updated operations manuals and staff instructions, 
supported by staff briefings and outreach, were completed in March 2017. 

17.2 Increase share of 
FCAS in TA 
operations 

Ongoing Work program 
and budget 
framework 

TA approvals in FCAS averaged $25.2 million per year in 2017–2018, about the 
same as in ADF XI.l  

IV. FINANCIAL MANAGEMENT  
18. Financial 

policies  
18.1 Amend relevant 

ADF financial 
policies to support 
implementation of 
ADF grant-only 
operations 

2016 Board paper The paper, Review of Financial Policies of ADF Grant Operations, was approved 
by the ADB Board of Directors on 2 February 2016.m 

V. ADB INTERNAL REFORMS  
19. Improve 

institutional 
gender 
balance 

19.1 Implement 
targeted action 
plan 

Ongoing DEfR 
ADB Annual 
Report 

Representation of international women staff increased from 34% in 2016 to 36.3% 
as of 31 December 2018. Progress is on track and needs to be watched 
continuously to meet the interim 2020 target of 38% and the overall target of 40% 
by 2022. Representation of women during 2016–2018 rose at all levels: entry level 
(1–3) from 48.7% (2016) to 54.9% (2018); pipeline level (4–6) from 34.2% to 
35.0%; leadership roles (7–8) from 26.4% to 27.2%%; and senior level (9–10) 
from 19.6% to 27.4%. 
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Progress 
Reporting 

Mechanism to 
Donors 
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ADB continued the implementation of the 17-point action plan. Key highlights in 
2018 include progress in representation of women overall and across all levels of 
international staff; increased outreach to women applicants; improved uptake of 
flexible work by all staff; implementation of a spouse employment program for 
spouses and domestic partners of ADB expatriate staff; continuation of leadership 
development programs, with an emphasis on ensuring participation of women; and 
ADB-wide training on mitigating unconscious bias at work.  
 
Please also refer to the main report, section VII.A. 

20. Decentralization  20.1 Adopt a more 
assertive 
approach to 
strengthening the 
resident missions 
and transfer of 
project 
implementation 
responsibilities 

Ongoing ADB Annual 
Report 

The share of sovereign operations administered with substantial resident mission 
involvement was 89% in 2017 for concessional assistance operations, above the 
2020 target of 80%. Staff positions in resident missions at the beginning of 2019 
are up on the 2017 numbers (increase by 14%), and flexible position management 
introduced in 2017 made a major contribution to staff increase—41 additional 
national staff, analyst and administrative staff positions were created through 
budget-neutral conversion. Further, outposting of sector, procurement, and private 
sector operations staff, as well as legal counsel to resident missions, will continue. 
 
2017 revisions to the Project Administration Instructions further empowered 
resident missions through a defined contract value that may be approved by the 
international and national staff in the resident missions. 
 
More updates are in the main report, section VII.C. 

21. Project 
implementatio
n 

21.1 Improve project 
readiness and 
quality and speed 
of delivery 

Ongoing DEfR ADB approved a new procurement policy in 2017 to reduce end-to-end 
procurement time, improve the quality of consultants and contractors in ADB-
financed operations, and enhance procurement delivery systems. The new policy 
also introduced alternative procurement arrangements for ADB-accredited 
borrowers and cofinanciers using a trust-and-verify approach. All projects with a 
concept note approved on or after 1 July 2017 will use the new procurement policy, 
and the transactions under these projects are expected during 2018–2019. 
 
Project teams continued to use detailed readiness checklists, fine-tuning them in 
some cases. The checklist helps mission leaders consider possible hurdles during 
implementation and prepare to clear those hurdles in parallel with processing. 
Project readiness is being reviewed regularly, different tools are being used, and 
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Focus Area Key Action Time 
Frame 

Progress 
Reporting 

Mechanism to 
Donors 

Status as of December 2018 

ADB continues to strengthen resident missions and work with DMC governments 
on country systems to further enhance project readiness. 
 
More updates are in the main report, section VII.D. 

22. Staffing 22.1 Strengthen staff 
capacity in priority 
sector and 
thematic areas 

Ongoing  DEfR ADB continues to increase staff capacity in priority areas following the rolling 3-year 
work plans and Strategy 2030. Of the newly provided positions in 2019, 41% are 
allocated to sovereign operations and related support, and 40% to nonsovereign 
operations and related support. These staff positions will provide key expertise in 
areas such as infrastructure, investment, transaction support, risk management, 
procurement, financial management, project implementation, climate change, 
gender, and safeguards. 
Further, an Experts Pool brings highly specialized knowledge and skills necessary 
for implementation of ADB’s operational priorities.  

a ADB. 2018. Strategy 2030. Manila. 
b ADB. 2015. Reforming the Country Partnership Strategy. Manila.  
c The CPSs are available from the ADB website 
d Towards Effective and Sustainable Delivery of Development Results in Fragile Situations in the Pacific. 
e ADB. 2016. A Comparative Analysis of Tax Administration in Asia and the Pacific: 2016. Manila.; ADB. 2017. Adopting the New International Tax Rules and Standards. Manila.; and 

ADB. 2018. A Comparative Analysis of Tax Administration in Asia and the Pacific: 2018 Edition. Manila. 
f Analysis in the recent “Paying Taxes” report shows that the total tax rate is equivalent to 29.0%. This is lower than the estimated commitment authority average of 33.1%. 
g IED. 2018. Policy-Based Lending 2008–2017: Performance, Results, and Issues of Design. Manila: ADB.  
h ADB. 2017. Climate Change Operational Framework 2017–2030: Enhanced Actions for Low Greenhouse Gas Emissions and Climate-Resilient Development. Manila. 
i ADB. 2016. Concessional Assistance Policy. Manila. 
j  As of 2016, small island economies included the Maldives and eight CA-only countries in the Pacific (Kiribati, Marshall Islands, Nauru, Samoa, Solomon Islands, Tonga, Tuvalu, and 

Vanuatu). ADB. 2016. Asian Development Fund 12 Donors’ Report: Scaling Up for Inclusive and Sustainable Development in Asia and the Pacific. Manila (Table 2). The Federated 
States of Micronesia became a CA-only country in January 2017. 

k ADB. 2016. Annual Report on the 2016 Country Performance Assessment Exercise. Manila. 
l Countries identified as fragile and conflict-affected situations are from the list that guided ADB operations for 2017–2018, i.e., the 2016 list, which includes Afghanistan, the Federated 

States of Micronesia, Kiribati, Marshall Islands, Myanmar, Nauru, Papua New Guinea, Solomon Islands, Timor-Leste, and Tuvalu.  
m ADB. 2016. Review of Financial Policies of ADF Grant Operations. Manila. 

 

http://www.adb.org/documents/reforming-the-country-partnership-strategy
https://www.adb.org/documents/series/country-partnership-strategies
https://www.adb.org/publications/comparative-analysis-tax-administration-asia-pacific-2016
https://www.adb.org/publications/adopting-new-international-tax-rules-and-standards
https://www.adb.org/publications/comparative-analysis-tax-administration-asia-pacific
https://www.adb.org/documents/policy-based-lending-2008-2017-performance-results-and-issues-design
https://www.adb.org/documents/climate-change-operational-framework-2017-2030
https://www.adb.org/documents/concessional-assistance-policy
https://www.adb.org/documents/adf-12-donors-report-inclusive-sustainable-development-asia-pacific
https://www.adb.org/documents/annual-report-2016-country-performance-assessment-exercise
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[Appendices 2–5 have been removed as they fall within exceptions to disclosure specified in 
paragraph 5.4 (viii) of ADB’s Access to Information Policy (2018).] 
 


