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EXECUTIVE SUMMARY 

 
This paper reflects discussions at the first Asian Development Fund (ADF) 12 

replenishment meeting in October 2015 and responds to a donor request to prepare a new 
paper on the establishment of a disaster risk reduction (DRR) financing mechanism for 
consideration at the second ADF 12 replenishment meeting in February 2016.  
 

The proposed DRR financing mechanism would provide financing to countries with 
access only to concessional assistance (CA) for DRR. It would be positioned within the main 
ADF framework and directly integrated into the performance-based allocation (PBA) process. 
Grant financing of $200 million is proposed for the mechanism during the ADF 12 period (2017–
2020). Resources would be allocated between CA-only countries either (i) based on pro-rata 
shares in the PBA, or (ii) by using a disaster risk indicator once it has been developed.  

 
ADB’s proposal is to allow grant financing for all CA-only countries. A second option 

would be to take into account ADB’s debt sustainability framework, limiting the $200 million in 
grant finance to countries eligible for ADF grants. In this case, a corresponding amount of 
concessional ordinary capital resource (OCR) lending resources, estimated at  $544 million, 
would be made available for the mechanism, assuming pro-rata shares in the PBA together with 
the debt sustainability framework are taken into account in allocating resources between eligible 
countries. Under this option, a country at high risk of debt distress would receive 100% of its 
DRR financing mechanism allocation in grants. A country at moderate risk would receive 50% of 
its DRR financing mechanism allocation in grants and 50% in concessional OCR lending (COL). 
A country at low risk would receive 100% of its DRR financing mechanism in COL. The DRR 
financing mechanism would focus solely on disaster risk linked to natural hazards. 
 

This targeted financing is intended to strengthen disaster resilience and help spur more 
investment in DRR, contributing to sustainable, inclusive development in the Asian 
Development Bank’s poorest developing member countries. Disasters undermine progress in 
poverty reduction, disrupt development plans, and hinder the achievement of economic goals 
and targets. The existing ADF Disaster Response Facility supports greater access to ADF 
financing for recovery and reconstruction following a disaster. However, urgent action is also 
required to reduce disaster losses, tackling the root causes of disaster risk. Grant financing is 
required to help redress several factors that contribute to underinvestment in DRR. The grants 
would strengthen understanding of the scale of disaster risk, the need for greater investment in 
this area, and practical DRR measures. The grants would also directly demonstrate the benefits 
of DRR in project areas that subsequently experience a disaster.  
 

The proposed DRR financing mechanism would support: 
(i) stand-alone DRR projects, 
(ii) discrete DRR components of other grant and loan projects, and 
(iii) the incremental cost in strengthening the disaster resilience of infrastructure 

investments.  
 

The mechanism could be used for both structural and nonstructural measures in each of 
these three categories. Strong coordination with the DRR plans and initiatives of governments 
and other development partners would be encouraged. All projects supported under the DRR 
financing mechanism would be required to demonstrate good potential for leveraging further 
investment in structural or nonstructural DRR actions.  
 



 

I. INTRODUCTION 

1. ADB proposes the establishment of a disaster risk reduction (DRR) financing 
mechanism for countries with access only to concessional assistance (CA).1 The 
financing mechanism is intended to strengthen disaster resilience and spur more investment in 
DRR, contributing to sustainable, inclusive development in the poorest developing member 
countries (DMCs) of the Asian Development Bank (ADB). The DRR financing mechanism would 
be positioned within the main ADF framework and directly integrated into the performance-
based allocation (PBA) process. Grant financing of $200 million is proposed for the mechanism 
during the ADF 12 period (2017–2020). The DRR financing mechanism would focus solely on 
disaster risk linked to natural hazards. 
 
2. This proposal reflects discussions at the first Asian Development Fund (ADF) 12 
replenishment meeting in October 2015 and responds to a donor request to prepare a new 
paper on the establishment of a DRR financing mechanism for consideration at the second ADF 
12 replenishment meeting in February 2016. At the first ADF 12 replenishment meeting, ADB 
included targeted funding for DRR under a proposed supplementary ADF window to 
accommodate the willingness of some donors to provide additional contributions beyond the 
ADF framework. The supplementary window was intended to provide flexible grant financing 
that is needed to support some of the most pressing development challenges facing CA 
countries, including DRR. With disaster losses rising, donors indicated broad support for 
targeted DRR financing. However, they expressed concern about the governance and financing 
arrangements of the supplementary window, including reservations about the establishment of a 
new set-aside. They stressed that the proposed DRR financing mechanism should instead be 
mainstreamed into the core ADF framework. 

 

3. Rising disaster losses reflect increases in exposure and vulnerability to natural 
hazards as countries expand and develop with insufficient regard for disaster risk. Asia 
and the Pacific is subject to all major types of natural hazards and experiences a 
disproportionately high share of global disaster impacts relative to its economic and 
demographic size. CA-only countries are particularly vulnerable to natural hazards. During 
2005–2014, 147,000 people were killed and 21 million affected by disasters in CA-only 
countries. Direct physical losses totaled $7.1 billion, compared with $3.9 billion in 1995–2004.2 
Recent analysis taking account of modeled and historic risk over thousands of years suggests 
that CA-only countries now collectively face an average annual loss of $3.4 billion—equivalent 
to 2.3% of their combined 2013 gross domestic product (GDP).3 Climate change threatens to 
accelerate the growth in losses even further, increasing the intensity and, in some areas, the 
frequency of extreme climate events, according to the latest Intergovernmental Panel on 
Climate Change assessment.4  

                                                           
1
  ADB will have 17 CA-only countries under ADF 12: Afghanistan, Bhutan, Cambodia, Kiribati, Kyrgyz Republic, the 

Lao People's Democratic Republic, the Maldives, the Marshall Islands, Myanmar, Nauru, Nepal, Samoa, Solomon 
Islands, Tajikistan, Tonga, Tuvalu, and Vanuatu. 

2
  The statistics on disaster losses are based on data extracted from EM-DAT: The OFDA/CRED International 

Disaster Database www.emdat.be (accessed 6 October 2015) Université Catholique de Louvain, Brussels. 
3
  Average annual loss is based on the average expected loss over thousands of years from both historic and 

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

4
 Intergovernmental Panel on Climate Change. 2014. Climate Change 2014: Synthesis Report. Contribution of 

Working Groups I, II and III to the Fifth Assessment Report of the Intergovernmental Panel on Climate Change. 
Geneva. 
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4. Urgent action is required to strengthen disaster resilience in Asia and the Pacific. 
Disasters threaten sustainable socioeconomic development, as recognized in the post-2015 
agenda for sustainable development, including in the 2030 Agenda for Sustainable 
Development5 and the Sendai Framework for Disaster Risk Reduction, 2015–2030.6 Disasters 
harm lives, damage infrastructure, and destroy productive capacity, with potentially significant 
consequences for wider economic and social aggregates such as GDP, the balance of 
payments, the budget deficit, and poverty incidence. For example, disasters in the Pacific 
(including in non-CA countries) from 1980 to 2014 reduced average trend growth in GDP from 
3.3% to 2.6%, according to a recent analysis by the International Monetary Fund.7 Immediately 
affected poor and vulnerable households can suffer the adverse impacts of disasters for 
decades as livelihoods are disrupted, limited savings eliminated, debt accumulated, and 
children withdraw from education, sometimes permanently, to boost earnings.  
 
5. The proposed DRR financing mechanism is intended to complement the ADF 
Disaster Response Facility (DRF). The DRF was established on a pilot basis during the ADF 
11 period (2013–2016), and donors agreed to its regularization under ADF 12 at the first ADF 
12 replenishment meeting in October 2015. The DRF supports greater access to ADF financing 
following a disaster, providing a more flexible, predictable, and systematic approach to disaster 
response and reducing the need for post-disaster reprogramming. The DRF has enabled ADB 
to provide more timely responses to disasters in Asia and the Pacific. Projects supported 
through the DRF have also incorporated “build back better” principles. Following its evaluation 
of ADF 10 and 11 operations, ADB’s Independent Evaluation Department recommended 
institutionalizing and expanding the DRF.8 However, the ADF’s emphasis on post-disaster 
response—without parallel support for DRR—does little to redress the root causes of rising 
disaster losses. Therefore, the Independent Evaluation Department evaluation also 
recommended that ADB help strengthen DRR capacity. This is in line with ADB’s integrated 
disaster risk management approach, which recognizes the need to reduce disaster risk and 
support post-disaster response. 

 
II. RATIONALE FOR THE DISASTER RISK REDUCTION FINANCING MECHANISM 

6. Targeted DRR financing is required to help redress several factors contributing to 
underinvestment in disaster resilience. First, governments typically favor using their 
limited resources for projects that address short-term development priorities, yield 
assured near-term benefits, and generate positive streams of direct or indirect income. 
With loan financing, governments also prefer projects that support direct capital recovery. DRR 
investments can save lives and achieve high economic rates of return, with average net benefit–
cost ratios of about 4:1. However, benefits may not be reaped for many years—or, in some 
cases, never—because a hazard event such as a major earthquake may not occur over the 
lifetime of an investment. Moreover, the benefits are realized in the form of reduced disaster 
losses, rather than streams of positive income, obscuring direct observation of their outputs and 
outcome. 
 

                                                           
5
  United Nations. 2015. Transforming our world: the 2030 Agenda for Sustainable Development. New York. 

6
  United Nations. 2015. Sendai Framework for Disaster Risk Reduction, 2015–2030. New York. 

7
  E. Cabezon et al. 2015. Enhancing Macroeconomic Resilience to Natural Disasters and Climate Change in the 

Small States of the Pacific. IMF Working Paper Series. WP/15/125. Washington, DC: International Monetary Fund. 
8
  IED. 2015. Corporate Evaluation Study on Asian Development Fund X and XI Operations: Opportunity Amid 

Growing Challenges. Manila: ADB. 



3 
 

 
 

7. Second, the nature and scale of disaster risk, opportunities to strengthen 
resilience, and related net benefits are insufficiently understood. Information on disaster 
risk, particularly in monetary terms, is incomplete; where such information is available, it is 
poorly disseminated. There are huge gaps in disaster knowledge both nationally and, 
particularly, locally, where many DRR measures are conceived and acted upon. Many countries 
also have limited DRR expertise. Moreover, a common misperception is that investments in 
resilience are necessarily expensive. However, the cost of strengthening individual development 
investments against natural hazards may increase the baseline cost of construction by only a 
few percentage points. For instance, much of the cost of earthquake design is incurred in 
making a structural frame more robust through the use of additional materials, such as extra 
reinforcing steel and concrete. In East Asia and the Pacific, this is estimated to add only about 
2%–4% to the overall cost of construction.9  
 
8. Third, the provision of post-disaster assistance weakens incentives to invest in 
DRR. The knowledge that post-disaster assistance is likely to be available creates a moral 
hazard, potentially crowding out and displacing household and private sector DRR measures, 
particularly if awareness of DRR opportunities is weak and related costs are perceived to be 
high. Based on the expectation of post-disaster support, households and firms may (i) 
underinvest in DRR (and even take deliberate decisions that increase risk, such as occupying 
flood plains); (ii) reduce precautionary savings; and (iii) underinsure. Establishing conditions for 
accessing post-disaster assistance (e.g., targeting support to households that undertake 
specified DRR measures) can help to address this moral hazard. However, governments and 
donors can find it politically and personally difficult to withhold support from those who have 
failed to take sufficient DRR measures or to prepare financially for potential disasters—a 
situation referred to as the Samaritan’s Dilemma. 
 
9. Despite these challenges, disaster risk management governance arrangements have 
improved notably since the mid-1990s, spurred by a global strategy to strengthen disaster 
resilience—the Hyogo Framework for Action, 2005–2015.10 The framework helped stimulate 
considerable progress in the establishment of comprehensive national strategies and legislation, 
heralding a major shift away from an essentially emergency response orientation to a broader 
approach that emphasizes the importance of reducing risks before a potential disaster. Early 
warning systems also improved significantly in this period, saving thousands of lives. 
 

10. However, many countries in Asia and the Pacific and around the world have yet to take 
substantive practical steps to reduce physical disaster risk or even stem the continuing year-on-
year rise in risk because of the factors indicated in para. 3. It is difficult to quantify the degree of 
underinvestment in DRR because few governments systematically collect such data. Moreover, 
capturing spending on an issue that cuts across a wide range of government agencies at 
different levels of administration is complex.11 Target levels of expenditure also vary between 
countries, depending on the nature and scale of disaster risk and related opportunities for 

                                                           
9
 Global Facility for Disaster Reduction and Recovery. 2010. It is not too late: Preparing for Asia’s next big 

earthquake with emphasis on the Philippines, Indonesia and [People’s Republic of] China. Washington, DC. 
10

 United Nations. 2005. Hyogo Framework for Action 2005-2015: Building the Resilience of Nations and 
Communities to Disasters. New York. 

11
 Explicit budget allocations for stand-alone DRR activities can be directly measured but support a narrow set of 
initiatives, such as flood defenses, seismic retrofitting, evacuation shelters, geophysical and hydrometereological 
monitoring, and early warning systems. Additional embedded actions to strengthen disaster resilience may be 
spread across a wide range of line agencies, spanning sectors such as health, education, transport, water, 
agriculture, environment, public works, energy, and telecommunications. 
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investment in DRR.12 Nevertheless, underinvestment in DRR is clearly manifested in rising 
disaster losses. Average real losses rose almost sixfold between the 1970s and the first decade 
of the 21st century in ADB’s DMCs overall, exceeding regional growth in GDP over the same 
period.13

 

 
III. ADB’S DISASTER RISK MANAGEMENT APPROACH  

11. ADB’s Strategy 2020 identifies disaster and emergency assistance as one of 
ADB’s areas of operation.14 The Midterm Review of Strategy 2020 reemphasizes the 
importance of stronger disaster resilience, as well as the need for greater integration between 
work on disaster risk management and climate change adaptation.15 ADB’s approach to disaster 
risk management is also guided by the 2004 Disaster and Emergency Assistance Policy, which 
seeks to (i) strengthen DRR in ADB’s DMCs, (ii) provide post-disaster assistance, and (iii) 
leverage ADB’s disaster risk management activities by developing partnerships. 
 
12. In 2014, ADB launched the Operational Plan for Integrated Disaster Risk Management, 
2014–2020 to strengthen its disaster resilience efforts.16 The operational plan is based on an 
integrated disaster risk management approach that combines DRR, elements of climate change 
adaptation, and disaster risk financing under a common, mutually reinforcing framework to 
strengthen pre-disaster resilience and enhance post-disaster relief, early recovery, and 
reconstruction operations. The operational plan is in line with the expected outcome, goal, and 
priority areas of the Sendai Framework for Disaster Risk Reduction, 2015–2030. 

 

13. The integration or mainstreaming of DRR into development is one of the three 
pillars of ADB’s Operational Plan for Integrated Disaster Risk Management, 2014–2020. 
Integration is recognized as good practice in ADB operations, and disaster resilience measures 
have been embedded in the design of a wide range of projects. These measures address both 
existing disaster risks and potential changes in the frequency and intensity of extreme climate 
events as a consequence of climate change. The approach is applied in both development 
projects and in post-disaster response projects, where it is widely known as “building back 
better.” For example, climate-related and geophysical risks have been reflected in engineering 
designs for a hydropower plant in Bhutan, tourism infrastructure in Cambodia and the Lao 
People’s Democratic Republic, road networks in Kyrgyz Republic and the Solomon Islands, 
water supply and sanitation infrastructure in Nepal, and electricity systems and school facilities 
in Tonga (Appendix 1). 
 
14.  In accordance with the operational plan, the integration of disaster risk 
management is being institutionalized into ADB’s core business processes. Climate risk 
screening became mandatory in March 2014. ABD’s web-based tool for climate risk screening 
of projects is being extended to provide full coverage of climate-related and geophysical 
hazards. Related guidance materials are being prepared to support further in-depth disaster risk 
assessments where warranted. Guidance materials are also being developed on the integration 
of disaster risk concerns into country partnership strategies. 
 
                                                           
12

 Benson, C. 2015. Promoting Sustainable Development through Disaster Risk Management. Manila: ADB. 
13

 ADB. 2004. Disaster and Emergency Assistance Policy. Manila 
14

  ADB. 2004. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. 
Manila. 

15
  ADB. 2014. Midterm Review of Strategy 2020: Meeting the Challenges of a Transforming Asia and Pacific. Manila. 

16
  ADB. 2014. Operational Plan for Integrated Disaster Risk Management, 2014–2020. Manila. 
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15. The operational plan also emphasizes the importance of stand-alone DRR 
interventions to enhance disaster risk knowledge and strengthen resilience through both 
structural and nonstructural solutions, continuing ADB engagement in these areas. 
However, ADB assistance for stand-alone projects has been limited: only $164 million was 
approved for stand-alone DRR projects during 2005–2014 in CA-only countries. Some distinct 
DRR components have also been included in other projects, for instance to upgrade flood 
forecasting and early warning systems under river basin projects. Nevertheless, demand for 
DRR projects remains low because of various factors limiting demand for investments in DRR 
more broadly (Section II). These factors could also limit the appetite for incorporating adequate 
DRR measures into other development projects as ADB embarks on a more systematic disaster 
risk screening process to identify where such measures would be beneficial. 

 
IV. PURPOSE OF THE DISASTER RISK REDUCTION FINANCING MECHANISM 

16. The DRR financing mechanism would provide targeted financing to help spur 
investment in DRR in resource-constrained, CA-only countries. This would strengthen 
disaster resilience, encourage further investment in this area, and contribute to sustainable and 
inclusive development. The grants would increase understanding of the scale of disaster risk, 
the need for greater investment in this area, and practical measures to reduce disaster risk. The 
grants would also directly demonstrate the benefits of DRR in project areas that subsequently 
experience a disaster.  
 
17. The DRR financing mechanism would focus solely on disaster risk linked to 
natural hazards. These include climate-related hazards (e.g., floods, tropical cyclones, and 
droughts) and geophysical hazards (e.g., earthquakes, tsunamis, and volcanic eruptions). 
Supported projects would take a multi-hazard approach, addressing as appropriate all major 
types of natural hazards faced in the project area. DRR actions associated with climate-related 
hazards would be justified based on the current economic, social, and environmental costs, 
benefits, and levels and forms of disaster risk. However, they would also offer scope for future 
modification, if required, to continue to deliver on their intended resilience objectives without 
requiring any certainty about the frequency or intensity of future hazards. 
 
18. The proposed DRR financing mechanism would support: 

(i) stand-alone DRR projects focusing on DRR as their primary objective (e.g., a 
school retrofitting project), 

(ii) discrete DRR components of other grant and loan projects (e.g., development of 
an early warning system as part of an urban development projects), and 

(iii) the incremental cost in strengthening the disaster resilience of infrastructure 
investments (e.g., elevation of roads constructed through a transport project in 
flood-prone areas).  
 

19. The mechanism could be used for structural and nonstructural measures in each of 
these categories. Structural measures entail physical construction and the application of 
engineering techniques to strengthen disaster resilience. For instance, the DRR financing 
mechanism could support the construction of community DRR infrastructure, such as stream 
and creek training, storm water drainage, and slope stabilization work, either as stand-alone 
projects or part of wider projects. Pilot school seismic retrofitting projects could be supported, 
utilizing the expertise ADB has already gained in this area in Armenia, Bhutan, and Nepal. The 
mechanism could also support the additional costs incurred in enhancing the disaster resilience 
of other ADB projects, such as elevating electricity substation equipment and latrines above 
projected flood levels, burying electricity or telecommication cabling underground in areas that 
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experience tropical cyclones, or using extra reinforcing steel and concrete in the construction of 
schools and hospitals in seismically active areas. 
 
20. Nonstructural measures could be any measures not involving physical construction that 
use knowledge, practice, or agreement to reduce risks and impacts, particularly through policies 
and laws, disaster risk assessments, public awareness raising, training, and education.17 For 
example, the DRR financing mechanism could be used to enhance disaster risk knowledge 
through support for disaster risk modeling, mapping, and dissemination. It could support 
enhanced hazard forecasting, monitoring, and early warning capabilities, including via increased 
use of satellite and radar technology, the installation of automated weather stations, and 
dissemination of hazard warnings through mobile phones. The mechanism could be used to 
enhance disaster risk management governance through support for measures such as (i) the 
development of disaster risk management strategies, (ii) community-based disaster risk 
management plans, (iii) risk-sensitive land use plans and building codes, (iv) project disaster 
risk screening tools, (v) disaster risk management expenditure tracking systems, and (vi) DRR 
monitoring and evaluation systems, including support to countries in meeting reporting 
requirements under the Sendai Framework for Disaster Risk Reduction, 2015–2030. 
Nonstructural measures could be undertaken under stand-alone projects or integrated into other 
projects, for instance supporting the addition of an early warning system to a hydropower project 
or a risk-sensitive land use planning component to an urban development project. 
 
21. Appendix 2 provides additional examples of the types of investments that could be 
supported under the DRR financing mechanism, based on discussions with ADB regional 
departments on key DRR needs in CA-only countries.  

 
22. Strong coordination with the DRR plans and initiatives of governments and other 
development partners would be encouraged, including under common government-led, multi-
stakeholder DRR programs, such as the Nepal Risk Reduction Consortium. Under this 
consortium, ADB participates in a flagship program on school and hospital safety and has 
supported the seismic retrofitting of 160 public school buildings across the Kathmandu Valley 
together with the Government of Australia. These school buildings withstood the 7.8 magnitude 
earthquake on 25 April 2015 and more than 100 aftershocks, while many other schools 
sustained serious damage. 
 
23. All projects supported under the DRR financing mechanism would be required to 
demonstrate good potential for leveraging further investment in structural or nonstructural DRR 
actions. For instance, they could strengthen understanding of disaster risk, enhancing 
awareness of the need for greater investments in disaster resilience and leading to the 
implementation of structural DRR measures and the development of disaster insurance 
instruments, as illustrated by an example from the Pacific (Box). Alternatively, they could offer 
scope for scaling up and replication, for instance in support for community-based DRR 
investments.  
  

24. ADB has a core comparative advantage in DRR because of its role as an 
infrastructure bank and its emphasis on DRR in its corporate strategy (para. 11). Some of 
the interventions supported through the DRR financing mechanism would be structural, aligning 
directly with ADB’s primary infrastructure focus. Others would contribute indirectly to the 

                                                           
17

 United Nations Office for Disaster Risk Reduction. 2009. Terminology on Disaster Risk Reduction. Geneva. 
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enhanced disaster resilience of public and private infrastructure, which would inform regulations 
and land use planning, and influence structural design and location. 

 
25. ADB has staff capacity to ensure the successful implementation of projects supported 
through the DRR financing mechanism. ADB’s approach on disaster risk management staffing, 
as outlined in the Operational Plan on Integrated Disaster Risk Management, 2014–2020 
(footnote 9), is based on the recognition of the multidisciplinary nature of the topic. In line with 
this, stand-alone and embedded DRR projects are prepared and implemented by relevant 
sector specialists, drawing on their in-depth knowledge and insights to identify opportunities to 
strengthen disaster resilience. ADB's core disaster risk management team, located in the 
Sustainable Development and Climate Change Department, provides technical advice and staff 
disaster risk management training. 

 
 

Leveraging ADB Disaster Risk Reduction Projects 
 

The Pacific Catastrophic Risk Assessment and Financing Initiative (PCRAFI) aims to 
provide the Pacific island countries with disaster risk modeling and assessment tools for 
enhanced disaster risk management. It also uses dialogue with the countries on integrated 
solutions to increase their financial resilience to natural hazards and climate change. 
Through a regional technical assistance project entitled Regional Partnerships for Climate 
Change Adaptation and Disaster Preparedness (approved in 2008), the Asian Development 
Bank (ADB) worked closely with the Secretariat of the Pacific Community and the World 
Bank to model and map disaster risk in eight Pacific island countries.a ADB’s contribution 
included the establishment of geographic information system datasets of buildings 
(residential, commercial, and industrial), major infrastructure (such as roads, bridges, 
airports, and electricity), major crops, and populations. About 80,000 buildings and major 
infrastructure were physically inspected. In addition, about 3 million buildings and other 
assets, mostly in rural areas, were inferred from satellite imagery. 
 
PCRAFI data and other available risk information have been subsequently applied under a 
regional technical assistance project entitled Strengthening Disaster and Climate Risk 
Resilience in Urban Development in the Pacific (approved in 2012) to develop tools to help 
urban planners assess and respond to disaster risk.b The development consent tool helps 
planners take account of hazard exposure in considering new development applications and 
attach conditions for development when manageable risks are identified. Additional tools 
allow urban managers to identify buildings and infrastructure located in areas that are prone 
to natural hazards. This second regional technical assistance project will, in turn, spur 
further actions to strengthen disaster resilience in the Pacific. 
 
The disaster risk assessment work under PCRAFI also provided the basis for a subsequent 
pilot disaster insurance initiative, supported by the World Bank and other partners, involving 
five Pacific Island countries in 2015. 

___________________________ 

a  
ADB. 2008. Technical Assistance for Regional Partnerships for Climate Change Adaptation and Disaster 
Preparedness. Manila. 

b  
ADB. 2013. Report and Recommendation of the President to the Board of Directors: Proposed to the 
Independent State of Samoa for the Renewable Energy Development and Power Sector Rehabilitation Project. 
Manila. 

Source: Asian Development Bank. 
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V. ESTIMATED FUNDING NEEDS 

26. Grant financing of $200 million is proposed for the DRR financing mechanism 
during the ADF 12 period. This amount is nearly equivalent to the $218 million proposed for 
the ADF Disaster Response Facility. It would balance the ADF’s targeted support for post-
disaster response with its targeted support for DRR. The $200 million in grant financing is in line 
with the DRR investment needs in CA-only countries, and envisioned types of project for 
support under the DRR financing mechanism, as indicated in paras. 16–21.  
 

VI. IMPLEMENTING ARRANGEMENTS 

27. The proposed DRR financing mechanism would be established within the main 
ADF framework. It would be integrated into the performance-based allocation (PBA) process, 
providing an additional allocation to each CA-only country for DRR purposes.  
 
28. Country allocations would be determined either (i) in accordance with a country’s 
pro-rata share in the PBA; or (ii) based on a disaster risk indicator. The latter would 
support better targeting of the funding to countries with greater DRR needs. However, it would 
require the development of an indicator that captures the nature and frequency of different types 
of natural hazards and levels of resilience. The measurement of disaster risk and resilience is 
complex and no widely accepted indicators currently exist that could provide the basis for a 
universally regarded equitable distribution of resources. The World Bank is in the process of 
developing a national resilience indicator at the request of International Development 
Association donors. It is therefore proposed that ADB would track progress in the development 
of this indicator and, once finalized, would consider its suitability for application for the allocation 
of resources under the proposed DRR financing mechanism, if allocation on the basis of relative 
disaster risk is preferred. The pro-rata share in the PBA would be used as the basis for 
determining country allocations in the interim. Progress would be reported at the ADF 12 
midterm.  

 

29. All CA-only countries could receive grant allocations. This would provide an 
additional amount equivalent to 4.3% of the PBA to each CA-only country for DRR purposes if 
resources are allocated in accordance with a country’s pro-rata share in the PBA. 

 

30. Alternatively, the debt sustainability framework could be taken into account in 
allocating resources between eligible countries, limiting the DRR grant financing to 
countries eligible for ADF grants and providing concessional OCR lending (COL) for DRR 
purposes to other CA-only countries. The $200 million grant financing would be allocated 
across grant-eligible countries in accordance with their pro-rata shares in the PBA and debt 
distress classification. COL resources would be made available to ensure that each CA-only 
country receives a corresponding incremental increase in resources for DRR purposes, subject 
to a cap of $100 million per country. A country at high risk of debt distress would receive 100% 
of its DRR financing mechanism allocation in grants. A country at moderate risk would receive 
50% of its DRR financing mechanism allocation in grants and 50% in COL. A country at low risk 
would receive 100% of its DRR financing mechanism allocation in COL.  If country allocations 
are based on pro-rata shares in the PBA together with the debt sustainability framework, this 
system of apportionment would require an estimated $544 million in COL for the DRR financing 
mechanism. 
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Table : Allocation Options for the DRR Financing Mechanism 

Allocation Criteria Grants Only Grants and Loans 

Pro-rata share in PBA Option 1 Option 2 

Disaster risk indicator Option 3 Option 4 

Source: Asian Development Bank. 

 
31. ADB’s preference would be to follow option 1 initially and to move to option 3 once a 
disaster risk indicator has been developed. Appendix 3 provides illustrative allocations for CA-
only countries under options 1 and 2 (Table). Allocations under options 3 and 4 can only be 
determined once a disaster risk indicator is in place. 
 
32. Projects supported through the DRR financing mechanism would be designed, 
processed, approved, implemented, and administered in accordance with applicable ADB 
policies, rules, procedures, and guidelines, including those relating to procurement, consulting 
services, social and environmental safeguards, financial management and reporting, 
disbursement, and anticorruption and governance. Arrangements for project accounting, 
auditing, and close monitoring and reporting would be put in place for all projects supported by 
the DRR financing mechanism. Donors will be kept informed about the DRR financing 
mechanism through the regular ADF reporting process. 
 
 

VII. ISSUES FOR DONORS’ ENDORSEMENT AND GUIDANCE 

33. The endorsement of ADF donors is sought for: 
(i) the establishment of the DRR financing mechanism and general directions and 

proposals for the mechanism, as detailed in the paper; and 
(ii) an allocation of $200 million over the ADF 12 period to finance grants under the 

DRR financing mechanism. 
 
34. Donors’ guidance is sought on: 

(i) the preferred option for allocating resources between countries, based either on 
pro-rata share in the PBA or a disaster risk indicator; and 

(ii) whether grant financing should be made available to all CA-only countries or 
limited to ADF grant-eligible countries, with a corresponding amount in COL 
made available for other CA-only countries. 
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INTEGRATION OF DISASTER RESILIENCE IN ADB PROJECTS: EXAMPLES 

 
1. Bhutan. A run-of-the-river hydropower plant is being constructed under the Second 
Green Power Development Project (approved in 2014) in an earthquake-, flood-, and landslide-
prone area in central Bhutan.1 The project incorporates seismic infrastructure design 
parameters, tree planting to stabilize slopes and reduce risk of landslides, and flood risk 
management elements, including a flood forecasting and early warning system. 
 
2. Cambodia and Lao People’s Democratic Republic. Preliminary subproject design 
under the Greater Mekong Subregion Tourism Infrastructure for Inclusive Growth Project 
(approved in 2014) includes measures to address flooding and storm surges, such as the 
elevation of upgraded roads, the use of concrete road surfaces to resist seawater intrusion into 
the road base, the construction of ramp and temple steps using reinforced concrete with 
foundation and surface materials that can accommodate greater and extended periods of high-
water levels and withstand shoreline currents, and anti-erosion embankment structures along 
roads, where needed.2 
 
3. Kyrgyz Republic. Flood and seismic risk is being taken into account in road design 
under the Central Asia Regional Economic Cooperation Corridor 3 (Bishkek–Osh Road) 
Improvement Project, Phase 4 (approved in 2013).3 Potential earthquakes up to magnitude 9 on 
the Richter scale are being considered in determining the shape and size of large road 
structures. Flood risk—including as a consequence of potential increases in precipitation, snow 
melt, and flood discharge into rivers—has been taken into account in the design of road 
hydraulic structures, including drainage systems, culverts, and bridges. 
 
4. Nepal. The Third Small Towns Water Supply and Sanitation Sector Project (approved in 
2014) includes the construction of pipes below ground to avoid damage during floods and 
avoids the construction of infrastructure on floodplains. It also includes water source protection 
measures to minimize landslide and other risks, as well as the implementation of town water 
safety plans.4 
 
5. Solomon Islands. The Second Road Improvement Project (approved in 2009)5 financed 
road and bridge rehabilitation works with the aim of removing transport accessibility constraints 
on economic growth and social development by restoring or providing road connectivity and 
improving reliability of access in the face of natural hazards. Climate- and disaster-proofing 
measures were incorporated in the subproject designs, including: (i) watercourse crossings 

                                                           
1
  ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Loans, Grant, and 

Technical Assistance Grant to the Kingdom of Bhutan and Tangsibji Hydro Energy Limited for the Second Green 
Power Development Project. Manila. 

2
  ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Lao 

People’s Democratic Republic for the Greater Mekong Subregion Tourism Infrastructure for Inclusive Growth 
Project. Manila. 

3
  ADB. 2013. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Grant to 

the Kyrgyz Republic for the Central Asia Regional Economic Cooperation Corridor 3 (Bishkek–Osh Road) 
Improvement Project, Phase 4. Manila. 

4
  ADB. 2014. Report and Recommendation of the President to the Board of Directors: Proposed Loan and 

Administration of Loan and Grant to Nepal for the Third Small Towns Water Supply and Sanitation Sector Project. 
Manila. 

5
  ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Asian Development 

Fund Grant and Administration of Grants to the Solomon Islands for the Second Road Improvement (Sector) 
Project. Manila. 
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designed to accept higher flood and river debris loads; (ii) bridge abutments anchored to piled 
foundations to minimize the collapse of abutments and approach roads; (iii) river training works 
to minimize the deviation of watercourses from their original path; (iv) strengthened protection 
for approach roads, with additional protection measures and river training works; (v) for flood-
prone roads, a raised road surface and side slopes to prevent erosion through gradient and 
protection; and (vi) rerouting of coastal sections of road exposed to waves and king-tide 
inundation away from the immediate foreshore. 
 
6. Tonga. The Cyclone Ian Recovery Project (approved in 2014) will reconstruct and 
enhance the disaster and climate resilience of the electricity network and school facilities in the 
Ha’apai islands that were damaged by Tropical Cyclone Ian in January 2014. Part of the 
electricity network will include underground cables, and schools buildings will meet standards 
for cyclone and earthquake resilience. 
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POTENTIAL INVESTMENTS SUPPORTED THROUGH  
THE DISASTER RISK REDUCTION FINANCING MECHANISM 

 
A. Nonstructural Disaster Risk Reduction Investments 
 

(i) Enhanced disaster risk knowledge generation (including through quantitative 
disaster risk modeling and mapping), dissemination to all relevant stakeholders 
(including though open source platforms), and development of related national 
institutional capacity and expertise.  

(ii) Enhanced hazard forecasting, monitoring, and warning capabilities, including 
through use of satellite and radar technology, the installation of automated 
weather stations, and dissemination of warnings via mobile phones. 

(iii) Enhanced disaster risk management governance arrangements, including by 
strengthening  
(a) legislative and regulatory frameworks (including building codes) and 

related enforcement;  
(b) disaster risk management strategies and plans, including national 

frameworks for community disaster resilience; 
(c) disaster risk management institutional capacity; 
(d) disaster damage and loss assessment methodologies and databases; 
(e) integration of disaster resilience into national and local development, 

sector, land use, and coastal zone plans and strategies; 
(f) integration of disaster risk considerations in public investment planning 

processes and tools, including environmental impact assessments and 
economic analyses; 

(g) decision-making tools on prioritizing disaster risk management actions; 
(h) disaster risk management expenditure tracking; and 
(i) monitoring and evaluation systems, including support to countries in 

meeting reporting requirements under the Sendai Framework for Disaster 
Risk Reduction 2015–2030. 

 
B. Structural Disaster Risk Reduction Investments 
 

(i) Community infrastructure for disaster risk reduction, such as stream and creek 
training, storm water drainage, and slope stabilization works. 

(ii) School seismic retrofitting projects. 
(iii) Disaster risk assessment and monitoring facilities, including upgrade of 

hydrometeorological services (e.g., installation of automated weather stations) 
and early warning systems. 

(iv) Structural flood risk management investments. 
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ALLOCATION OF THE DISASTER RISK REDUCTION FINANCING MECHANISM  

 
1. For illustrative purposes, Tables A3.1 and A3.2 show the indicative Asian Development 
Fund (ADF) 12 performance-based allocations (PBA) of all concessional assistance (CA)-only 
countries totaling $4.6 billion. 
  
2. Under option 1, the $200 million in grants (about 4.3% of the ADF 12 PBA) from the 
disaster risk reduction (DRR) financing mechanism would be allocated across all CA-only 
countries in accordance with their pro-rata shares in the PBA, as shown in the last column of 
Table A3.1. This would provide an additional amount equivalent to 4.3% of the PBA to each CA-
only country for DRR purposes. 
 

Table A3.1: Projected DRR Financing Mechanism Allocation Assuming Grant Only 
Financing and Allocation in Accordance with Pro-rata Shares in PBA 

DMC 

ADF 12 
PBA 

($ million) 

DRR Financing 
Mechanism Grants 

($ million) 

CA-Only 4,633.03 200.00 

Kiribati 25.41  1.10 

Marshall Islands 23.38 1.01 

Nauru 20.34  0.88 

Samoa 41.02  1.77 

Solomon Islands 55.80  2.41 

Tonga 34.93  1.51 

Tuvalu 20.76  0.90 

Vanuatu 40.52  1.75 

Afghanistan 326.76  14.11 

Bhutan 193.51  8.35 

Cambodia 775.34  33.47 

Kyrgyz Republic 355.05  15.33 

Lao PDR 412.04  17.79 

Maldives 49.70  2.15 

Myanmar 679.60  29.34 

Nepal 1,223.18  52.80 

Tajikistan 355.71  15.36 
ADF = Asian Development Fund, CA = concessional assistance, DMC = developing member country, DRR= disaster 
risk reduction, Lao PDR = Lao People’s Democratic Republic, PBA = performance-based allocation.  
Source: Asian Development Bank. 

 
3. Under option 2, the debt sustainability framework would be taken into account in 
allocating resources between eligible countries. The $200 million in grants from the DRR 
financing mechanism would be allocated across grant-eligible countries in accordance with their 
pro-rata shares in the PBA and debt distress classification. Additional concessional ordinary 
capital resource (OCR) loans would be made available to the DRR financing mechanism to 
ensure that each CA-only country receives a corresponding incremental increase in the level of 
resources for DRR purposes, subject to a cap of $100 million. A country at high risk of debt 
distress would receive 100% of its DRR financing mechanism allocation in grants. A country at 
moderate risk would receive 50% of its DRR financing mechanism allocation in grants and 50% 
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in concessional OCR lending (COL). A country at low risk would receive 100% of its DRR 
financing mechanism in COL.  Countries at high risk of debt distress would be allocated an 
additional amount equivalent to 22.7% of their PBA for DRR purposes, according to this 
proposed system of apportionment of the $200 million grant financing. To provide a 
proportionate increase in resource for countries at medium and low levels of debt distress, 
subject to the $100 million cap, an allocation of concessional lending of about $544 million from 
ordinary capital resources to the DRR financing mechanism would be made available. 
 

Table A3.2: Projected DRR Financing Mechanism Allocation Assuming Grant and 
Loan Financing and Allocation in Accordance with Pro-rata Shares in PBA 

DMC 
 

ADF 12 PBA  
($ million) 

DRR Financing Mechanism ($ million) 

Grants Loans Grants Loans 

CA-Only 881.59 3,751.44 200.00 543.50  

Kiribati        25.41             5.76   
Marshall Islands        23.38             5.30   
Nauru        20.34             4.61   
Samoa        41.02             9.30   
Solomon Islands        24.80         31.00            5.63            7.03  
Tonga        15.52         19.40            3.52            4.40  
Tuvalu        20.76                        4.71      
Vanuatu        18.01         22.51            4.09            5.11  

Afghanistan         326.76                    74.13                 
Bhutan     193.51          43.90  
Cambodia        775.34        100.00  
Kyrgyz Republic       157.80      197.25         35.80         44.75  
Lao PDR          412.04          93.48  
Maldives      49.70  

 
       11.28   

Myanmar 
 

      679.60        100.00  
Nepal 

 
1,223.18       100.00  

Tajikistan     158.09        197.62         35.87         44.83  
ADF = Asian Development Fund, CA = concessional assistance, DMC = developing member country, DRR= disaster 
risk reduction, Lao PDR = Lao People’s Democratic Republic, PBA = performance-based allocation.  
Source: Asian Development Bank. 

 


