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In preparing any country program or strategy, financing any project, or by making any 
designation of or reference to a particular territory or geographic area in this document, the 
Asian Development Bank does not intend to make any judgments as to the legal or other status 
of any territory or area. 

 



 

 

Contents 
Page 

 
 
 
I. INTRODUCTION 1 

II. POST-CONFLICT ASSISTANCE TO AFGHANISTAN 1 

III. DONOR CONSULTATIONS 5 

IV. SUMMARY 6 





 

 

I. INTRODUCTION 

1. Afghanistan has been receiving exceptional post-conflict assistance since 2009, with a 
plan to phase out post-conflict premium over 6 years. Following discussions at the Asian 
Development Fund (ADF) donors’ annual consultation on the sidelines of the Annual Meeting of 
the Asian Development Bank (ADB) in Tashkent in May 2010, ADB suspended the phaseout of 
post-conflict assistance to Afghanistan for 2 years in view of the country’s continuing need for 
strong support.1

  

 ADF donors also agreed to discuss the post-conflict phaseout during the ADF 
XI replenishment. 

2. At the first ADF XI replenishment meeting in Manila, Philippines, 8–9 September 2011, 
two options were presented to donors for consideration, following the framework of exceptional 
post-conflict assistance to Afghanistan as defined in ADF X, and reflecting the need for 
continuing support for the country’s development. At that meeting, the more generous option 
(i.e., Option 2) was supported by most, while Option 1 was favored by some. Donors proposed 
revisiting the issue in subsequent replenishment meetings, together with ADF XI’s overall 
financial envelope. 
 
3. At the second ADF XI replenishment meeting in Dhaka, Bangladesh, 5–6 December 
2011, the ADB assistance program in Afghanistan and projections of allocations to Afghanistan 
were presented. The presentation noted that ADB operations in Afghanistan were more focused 
on three sectors (transport, energy, and irrigation and water improvement) and six themes 
(governance, gender equity, climate change, capacity development, private sector development, 
and regional cooperation and integration). It also noted that, despite the challenges of operating 
in a conflict-affected country like Afghanistan, ADB’s investments delivered outputs and 
outcomes and made a difference to the quality of life of Afghanistan’s people.  

4. This paper presents projections of allocations to Afghanistan during ADF XI under the 
two options, and seeks confirmation of ADF donors that ADB will provide exceptional post-
conflict assistance to Afghanistan in accordance with Option 2 (i.e., resuming the post-conflict 
phaseout in 2013 and extending the phaseout period by 2 years until 2018). 
 

II. POST-CONFLICT ASSISTANCE TO AFGHANISTAN 

5. Under ADF X, Afghanistan receives exceptional post-conflict assistance. The size of the 
ADF allocation to Afghanistan is the sum of the formula-based performance-based allocation 
(PBA) and a portion of post-conflict premiums. ADF X donors agreed to determine post-conflict 
premium for each biennium under ADF X based on the following formula: 
 

(post-conflict premium) = ($670 million) – (PBA formula-based allocation) 
  
6. The amount of $670 million was determined based on the exceptional biennial allocation 
to Afghanistan under ADF IX, scaled up in proportion to the increase in the overall size of the 
ADF from ADF IX to ADF X. As the PBA formula-based allocation to Afghanistan for 2009–2010 
(the first biennial period of ADF X) was $102 million, the above formula gave $568 million as 
post-conflict premium. The exceptional post-conflict assistance to Afghanistan for 2009–2010 
included $446 million (11/14 of the post-conflict premium of $568 million) and $102 million (from 

                                                
1  ADB. 2010. Afghanistan: Proposed Suspension of the Post-Conflict Assistance Phaseout. Manila. 
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the PBA formula-based allocation). 2

 

 During ADF X replenishment discussions, donors also 
agreed to phase out the post-conflict premiums over 6 years starting in 2009. Following this 
approach, the amount of post-conflict premiums for Afghanistan may differ under ADF XI, 
depending on the outcome of the ADF XI replenishment discussions.  

7. With Afghanistan continuing to face strong development needs, ADB suspended the 
phaseout for 2011–2012 following the decision by donors in May 2010 and approval by ADB’s 
Board of Directors in July 2010. It was estimated that Afghanistan would receive $162 million 
more of ADF resources than it would have received without the suspension. Donors agreed on 
the partial and temporary utilization of the remaining usable liquidity of the ADF to finance this 
incremental allocation to Afghanistan. This was confirmed at the ADF X midterm review meeting 
in November 2010. Donors also agreed to discuss the approach to and financing of future 
exceptional post-conflict assistance to Afghanistan during the ADF XI replenishment.  
 
8. Under the International Development Association (IDA)16, IDA decided to take a flexible, 
case-by-case approach to the treatment of the phaseout for post-conflict assistance.3

 

 Based on 
the agreed criteria, IDA extended the phaseout period of post-conflict premiums to those 
countries judged eligible for the extension. As such, IDA extended Afghanistan’s post-conflict 
phaseout to FY2014 (the end of IDA16) from FY2013.  

9. As a result of 3 decades of war and insurgency, Afghanistan is the poorest country in 
Asia and the Pacific.4 It has been struggling with long-term deficits in human, infrastructure, 
institutional, governance, and security development. The lack of security remains a serious 
challenge to the country’s development. The process of reconciliation, reconstruction, and 
development that began in 2002 is continuing with inherent challenges, but it has not yet 
achieved the desired effect. The cycle of fragility and violence can only be broken through 
development. Continued instability in Afghanistan highlights the need for ADB to continue 
supporting the country’s development and effectively coordinate with other international 
development partners in programming and implementing its operations.5

 
 

10. ADB is the fourth-largest development partner of the Government of Afghanistan, 
providing assistance for transport, energy, water, and agriculture. ADB operations in 
                                                
2 The first biennium allocation formula in 2009–2010 was: (PBA formula-based allocation) + (6/7) x (half of the post-

conflict premium) + (5/7) x (half of the post-conflict premium); or (PBA formula-based allocation) + (11/14) x (the 
post-conflict premium). The proportion of grant assistance to Afghanistan will be based on its risk of debt distress, 
in accordance with the ADF grant framework. Afghanistan has been receiving 100% ADF grants as it was 
assessed to be at high risk of debt distress. No volume discount will be applied because of the country’s post-
conflict status. 

3 If the decision is made to extend a country’s phaseout period, the extension will cover the next replenishment 
period (for both post-conflict and reengaging countries), subject to the condition that the cumulative support does 
not exceed 20 years for a post-conflict country and 10 years for a reengaging country. The financial benefit to the 
country judged eligible for further extension will be limited to that arising from a longer phaseout, with no other 
changes to its level of allocation. 

4 ADB. 2011. Fragile and Conflict-Affected Situations. Paper prepared for the first ADF XI replenishment meeting, 
Manila, 8–9 September. 

5 ADB has financed its development operations in Afghanistan primarily from ADF resources set aside for 
exceptional assistance to the country. The recently approved Afghanistan Infrastructure Trust Fund, managed by 
ADB, will help pool donor resources to cofinance ADB-assisted infrastructure projects. The trust fund provides a 
financing and implementation window, particularly to donors with a smaller development footprint in Afghanistan 
that wish to contribute to the provision of infrastructure development by leveraging ADB’s competitive advantage, 
technical expertise, and sound fiduciary arrangements in implementing large infrastructure projects. The size of the 
fund is expected to be limited to complementing, but not substituting for, ADB’s exceptional post-conflict assistance 
to Afghanistan. 
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Afghanistan have evolved over the decade and are now more focused on three sectors 
(transport, energy, and irrigation and water improvement) and six themes (governance, gender 
equity, climate change, capacity development, private sector development, and regional 
cooperation and integration). ADB has provided $2.4 billion in concessional loans, grants, and 
technical assistances since 2001. These investments are delivering outputs and outcomes, and 
the projects being funded are essential for the economic viability of the country today and in the 
long run. ADB projects are making a difference to the quality of life of ordinary citizens through 
(i) the provision of power to major cities; (ii) the development of the telecommunication system; 
(iii) regional connectivity through railways, ring roads, and regional highways; and (iv) the 
development of water and agribusiness infrastructure. 
 
11. During ADF XI, the post-conflict assistance for Afghanistan will focus on selected areas 
considered vital for post-conflict reconstruction and development. These include (i) expanding 
the provision of and access to energy; (ii) expanding transport facilities through road 
construction; (iii) improving the water supply for agricultural development; and (iv) strengthening 
governance, capacity, and institutions. ADB will also closely work with the Afghanistan 
authorities to ensure that the country’s infrastructure projects are operated and maintained 
properly. 
 
12. Following the framework of exceptional post-conflict assistance to Afghanistan as 
defined in ADF X, and considering the need for continuing support for the country’s 
development, two options were presented to donors for consideration at the first ADF XI 
replenishment meeting in Manila, Philippines, 8–9 September 2011: 

 
Option 1: Resume the phaseout in 2013 and complete the phaseout in 2016. 
Option 2: Resume the phaseout in 2013, and extend the phaseout period by 2 years 
until 2018. 
 

13. Under both options, ADF provisions to Afghanistan in ADF XI will be greater than those 
envisaged under the original phaseout plan during ADF X. Therefore, they will require additional 
financing on top of the $162 million needed for the 2-year suspension of the phaseout in 2011–
2012, temporarily financed with usable liquidity. The table below provides projections of the ADF 
XI allocation to Afghanistan for the two options.6

    

 Figures 1 and 2 illustrate the effects of the two 
options. 

 
 
 
 
                                                
6 Afghanistan’s allocation in ADF XI will depend on the size of the ADF XI replenishment. The projections followed 

the approach in ADF X in determining the exceptional biennial allocation to Afghanistan in ADF XI. It is not possible 
to predict the actual size of ADF XI replenishment. However, for illustrative purpose, two ADF XI financing 
scenarios were considered in the projections to arrive at a lower end and an upper end of Afghanistan’s allocations 
in ADF XI for Option 1 and Option 2. One scenario involved a 5% increase in real SDR terms (or 12.7% increase in 
nominal SDR terms); the other scenario involved a 0% increase in real SDR terms (or 7.3% increase in nominal 
SDR terms). Following the approach in ADF X, the exceptional biennial allocation of $670 million in ADF X was 
converted into SDR422.3 million using the ADF X SDR:$ exchange rate. Then this amount of SDR422.3 million 
was scaled up in proportion to the increase in the overall size of the ADF from ADF IX to ADF X. The exceptional 
biennial allocation in ADF XI under these two financing scenarios would then be, respectively, SDR476.0 million or 
SDR453.3 million. Using the ADF XI SDR:$ exchange rate, the exceptional biennial allocation in ADF XI would be 
converted to $744.3 million or $708.8 million, respectively.  
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Projections of Allocations to Afghanistan in ADF XI 
 

 ADF X ADF XI a 

SDR 
million $ million 

Option 1 Option 2 

SDR million $ million SDR million $ million 
PBA 
part b 158.00 250.68 199.40–209.37 311.79–327.38 196.22–206.03 306.82–322.16 

PCP 
part c 539.00 855.17 253.04–265.70 395.67–415.45 355.49–373.27 555.86–583.65 

Total 697.00 1,105.85 452.44–475.06 707.46–742.83 551.71–579.30 862.68–905.81 
ADF = Asian Development Fund, PBA = performance-based allocation, PCP = post-conflict premium, SDR = Special 
Drawing Right. 
a The projections used the 2011 country performance assessment results. 
b The sum of PBA formula-based allocation to Afghanistan in 2013–2014 and that allocation in 2015–2016. 
c The sum of a portion of the PCP in 2013–2014 and a portion of the PCP in 2015–2016. 
Source: Asian Development Bank. 
 
 

Figure 1: Percentage of Post-Conflict Premium 
Comparing Option 1 with the Original Plan 

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

 
 
 
 
 
 
 
 
 
 

0

10

20

30

40

50

60

70

80

90

2009–2010 2011–2012 2013–2014 2015–2016 2017–2018

Pe
rc

en
ta

ge
 o

f P
os

t-C
on

fli
ct

 P
re

m
iu

m

Option 1Original Plan

78.57%

50%

21.42%
0%

ADF XII /---------------- ADF X  ---------------/ /---------------- ADF XI --------------/

78.57%

50%

21.42%



5 

 

 
Figure 2: Percentage of Post-Conflict Premiums 

Comparing Option 2 with the Original Plan 

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

 
14. Compared with the original phaseout plan (without the suspension), Option 1 will provide 
an additional 28.6% of the post-conflict premium to Afghanistan in 2013–2014 and an additional 
21.4% of the post-conflict premium in 2015–2016. The amount of additional ADF provisions to 
Afghanistan under Option 1 is estimated between $269.2 million and $282.6 million in ADF XI. 
 
15. Under Option 2, the pace of reduction in the post-conflict premium will be more gradual 
than that under Option 1. Compared with the original phaseout plan, Option 2 will provide an 
additional 39.7% of the post-conflict premium to Afghanistan in 2013–2014 and an additional 
38.9% of the post-conflict premium in 2015–2016. Further, an additional 16.1% of the post-
conflict premium will be provided to Afghanistan in 2017–2018. The amount of additional ADF 
provisions to Afghanistan under Option 2 is estimated between $424.4 million and $445.6 
million in ADF XI.7

 
 

III. DONOR CONSULTATIONS 

16. At the first ADF XI replenishment meeting in Manila, Philippines, 8–9 September 2011, 
both Option 1 and Option 2 were presented to donors for consideration. At the meeting, the 
more generous option (i.e., Option 2) was supported by most, while Option 1 was favored by 
some. Donors proposed revisiting the issue in subsequent replenishment meetings, together 
with ADF XI’s overall financial envelope. 

  

                                                
7 The amount of additional ADF provisions in ADX XII to Afghanistan under Option 2 is estimated between $85.6 

million and $92.7 million, if the size of ADF XII replenishment is the same as that of ADF XI. 
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17. At the second ADF XI replenishment meeting in Dhaka, Bangladesh, 5–6 December 
2011, projections of allocations to Afghanistan in ADF XI were presented. The financing 
framework of ADF XI was also discussed. 
 

IV. SUMMARY 

18. Donors' endorsement is sought to provide exceptional post-conflict assistance to 
Afghanistan in accordance with Option 2 (i.e., resuming the post-conflict phaseout in 2013 and 
extending the phaseout period by 2 years until 2018). 
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