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Asian Development Bank does not intend to make any judgments as to the legal or other status 
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EXECUTIVE SUMMARY  
 
In contrast with the strong economic growth that prevailed during the ninth 

replenishment of the Asian Development Fund (ADF X) discussions, the first half of the ADF X 
implementation period (2009–2010) has been challenging. During this period, ADF countries 
have experienced the impact of the global economic crisis, including falling growth rates and 
rising fiscal deficits. The effects of the crisis on the Millennium Development Goals (MDGs) will 
not be apparent for several more years. However, historical evidence suggests that the crisis 
will most likely significantly impact progress towards the MDGs in ADF countries. Based on the 
latest data available, as many as 26 of the 28 ADF countries could fail to achieve at least one-
fourth of the non-income MDGs.  
 

The global economic crisis has resulted in unprecedented demand for ADF resources. 
The strong and timely response of the Asian Development Bank (ADB) to this increased 
demand was made possible by the larger ADF X envelope. Despite these efforts, many ADF 
countries remain in a difficult situation with fewer resources to meet growing needs. The 
evolving development challenges in the region point to a continued need for ADF resources. 
ADF countries need to accelerate progress toward the MDGs, reduce the significant 
infrastructure gap, promote environmentally sustainable growth including investment in climate 
change adaptation and mitigation, and improve food security. Demand for ADF resources will 
therefore continue to be strong to the end of ADF X and beyond.  

 
 ADF X has so far been characterized by strong performance both in terms of approvals 
and disbursements. Resources have been allocated effectively through the performance-based 
allocation system, balancing country needs and performance. ADB has been able to 
simultaneously allocate a greater share of resources to the poorest countries and the strong 
performers. Despite the crisis, ADB has made good progress in implementing the ADF X 
strategic agenda, particularly in promoting inclusive economic growth, mainstreaming climate 
change, supporting regional cooperation and integration, and strengthening its support to 
countries in fragile and conflict-affected situations. These strategic priorities remain relevant 
even after the crisis.  
 

Inclusive economic growth. ADB’s inclusive growth agenda is based on two mutually 
reinforcing objectives: (i) rapid and sustainable growth to create and expand economic 
opportunities, and (ii) broader access to these opportunities to ensure that all members of 
society can participate in and benefit from growth. Under ADF X, ADB’s inclusive growth 
agenda is pursued through all ADB operations, particularly in two core sectors: infrastructure 
and education. Support to both sectors under ADF X has increased, especially to infrastructure. 
With many ADF countries facing large infrastructure gaps, the ADF’s strong focus on 
infrastructure—particularly basic infrastructure—remains relevant.  

 
Environmentally sustainable growth. Environmental and climate change issues 

continue to be an integral part of the ADF program. More than 40% of ADF projects in 2009–
2012 will mainstream environmental sustainability, compared with only 8% under ADF IX. 
Climate change issues are increasingly taken into consideration when designing infrastructure 
projects. Under ADF X, ADB also articulated its approach to climate change, which will guide 
future operations in climate change to meet the specific needs of ADF countries. 
 

Regional cooperation and integration. Under ADF X, donors agreed to double the 
share of ADF resources earmarked for subregional projects from 5% to 10%. As a result, ADF 
support for regional cooperation and integration has increased significantly. The geographic and 
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sector composition of the regional cooperation and integration portfolio has diversified 
considerably. Geographically, the portfolio diversified from the Greater Mekong Subregion 
program to other subregions, particularly through the Central Asia Regional Economic 
Cooperation and the South Asia Subregional Economic Cooperation programs. The sector 
composition diversified from cross-border infrastructure to regional public goods (such as 
prevention of communicable diseases and environmental degradation) and multisector projects; 
and within infrastructure, soft infrastructure was emphasized more.  

 

Support to fragile and conflict-affected situations. Under ADF X, ADB has been 
providing enhanced and flexible financial assistance to countries in fragile and conflict-affected 
situations. This assistance is composed of higher levels of lending and technical assistance. 
ADB has increased the number of staff working in such situations, and coordinates closely with 
other development partners in many aspects of its fragility and conflict work. 
 

Progress on reforms. Since the completion of the ADF X negotiations, ADB has 
implemented many initiatives to improve its operational effectiveness and has made significant 
progress in consolidating the reforms identified in the ADF X Donors’ Report (i.e., managing for 
development results; upgrading safeguard policies; responding more efficiently and quickly to 
clients; transforming into a learning organization; ensuring effective and independent evaluation; 
implementing the Paris Declaration on Aid Effectiveness; operating transparently; and managing 
human resources better). While an assessment of the contribution of these reforms to 
development outcomes is still premature, ADB’s efforts and accomplishments are progressively 
being recognized. However, the task is not complete. ADB will continue to monitor closely the 
implementation of its reforms and their overall impact on its effectiveness through its annual 
Development Effectiveness Review.  
 

Resource requirements. Based on ADB’s latest Work Program and Budget 
Framework, the ADF operational program is estimated to reach $12.7 billion for 2009–2012, 
which exceeds the level agreed upon during the ADF X negotiations. This reflects the 
exceptional circumstances resulting from the global economic crisis. While maintaining prudent 
financial management in the current low interest rate environment, ADB has responded to this 
strong demand through a partial release of the foreign exchange provision and an additional net 
income transfer from ordinary capital resources. Savings and cancellations have further 
augmented available resources. However, the planned operational level may have to be 
reduced unless delayed contribution payments are settled and the amounts withheld from 
exercising pro-rata rights are released.  
 

In addition to reviewing the implementation progress to date under ADF X, ADF deputies 
are asked to consider the following issues: 

 
(i) The financing mechanism to cover the additional resource requirements (about 

$162 million) because of the suspension of Afghanistan’s post-conflict phaseout 
for 2 years, 2011–2012.  

(ii) The post-conflict assistance phaseout to Timor-Leste. ADB proposes that the 
financing modality for the post-conflict phaseout assistance to Timor-Leste 
agreed to by donors during the ADF X replenishment, be maintained. 

(iii) Further study on the need to establish a crisis response facility to address 
economic crises and natural disasters. More detailed proposals will be presented 
for discussion during the ADF XI replenishment. 

(iv) Use of the remaining usable liquidity. ADB proposes that the remaining usable 
liquidity be reviewed during the next replenishment negotiations following a 
comprehensive review of the liquidity framework. 
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I. INTRODUCTION 

1. The ninth replenishment of the Asian Development Fund (ADF X) became effective on 16 
June 2009 and covers 2009–2012. ADF donors agreed to a total replenishment of SDR7.1 billion 
(about $11.3 billion),1 consisting of SDR6.9 billion for ADF X and SDR0.2 billion (equivalent to 
3% of the total replenishment) for the fourth replenishment of the Technical Assistance Special 
Fund (TASF). The ADF X replenishment was significantly larger than the $7.0 billion agreed 
upon at the conclusion of the eighth replenishment of the ADF (ADF IX). Donors’ new 
contributions totaled SDR2.6 billion (about 37% of the total replenishment), a 13% increase in 
SDR terms from ADF IX. The rest came from internal ADB resources (reflows and usable 
liquidity) and a net income transfer from the ordinary capital resources (OCR) of the Asian 
Development Bank (ADB).  
 
2. Operations under ADF X are guided by the ADF X donors’ report,2 which builds on ADB’s 
long-term strategic framework, Strategy 2020.3 ADB's key mandate under Strategy 2020 is to 
reduce poverty in Asia and the Pacific. To achieve this goal, ADB focuses its assistance on three 
complementary development agendas: inclusive economic growth, environmentally sustainable 
growth, and regional integration. Activities are suitably nuanced to meet the particular 
circumstances of each developing member country (DMC). These strategic agendas are to be 
pursued through operations in sectors where ADB has a proven track record and comparative 
strength, especially infrastructure and education in ADF countries.4  
 
3. The development effectiveness of the ADF was the central theme of the ninth 
replenishment negotiations. Donors urged ADB to become a more results-focused organization 
and to address remaining institutional challenges to maximize ADF's development impacts. They 
urged ADB to accelerate reforms in the following areas: (i) managing for development results 
(MfDR), (ii) updating safeguard policies, (iii) responding more effectively and quickly to clients, 
(iv) transforming into a learning organization, (v) ensuring effective and independent operations 
evaluation, (vi) implementing the Paris Declaration on Aid Effectiveness, (vii) operating 
transparently, and (viii) managing human resources better.  
 
4. A midterm review meeting is convened to review the implementation progress under ADF 
X. This overview report synthesizes the key findings from the more detailed stand-alone papers.  
  

II. DEVELOPMENT CONTEXT 

5. During the ADF X period, the global economic crisis brought a halt to a decade of strong 
economic growth across Asia and the Pacific. Growth rates fell as the crisis affected ADF 

                                                 
1  Valued at the ADF X Board Resolution exchange rates.  
2 ADB. 2008. Asian Development Fund X Donors’ Report: Towards an Asia and Pacific Region Free of Poverty. 

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

Manila. 
4 ADF countries are defined as countries that have access to the ADF. These can be disaggregated into (i) “ADF-

only” countries; and (ii) “blend" countries, which have access to both the ADF and OCR. ADB currently has 28 ADF 
countries: 17 ADF-only countries (Afghanistan, Bhutan, Cambodia, Kiribati, the Kyrgyz Republic, the Lao People's 
Democratic Republic, the Maldives, Mongolia, Nauru, Nepal, Samoa, Solomon Islands, Tajikistan, Timor-Leste, 
Tonga, Tuvalu, and Vanuatu); and 11 blend countries (Armenia, Bangladesh, Georgia, the Marshall Islands, the 
Federated States of Micronesia, Pakistan, Palau, Papua New Guinea, Sri Lanka, Uzbekistan, and Viet Nam). 
Azerbaijan, India, and Myanmar are eligible for ADF assistance under ADB’s Graduation Policy but currently do not 
have access to the ADF. Thus, they are not included in the review.  
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countries in several vital areas—exports, remittances, tourism, and foreign direct investment.5 
For ADF countries as a group, annual gross domestic product (GDP) growth is projected to fall 
from an average of 6.9% during ADF IX to 4.7% over the first 3 years of ADF X.6 While the 
poorer ADF-only countries were not hit as hard as OCR-only or blend countries, the impact of the 
crisis on those countries was more prolonged, with slow growth persisting into 2010 and weak 
recoveries expected only in 2011. By contrast, OCR-only and blend countries experienced 
sharper drops in GDP growth rates between 2007 and 2009, but rebounded quickly in 2010 with 
growth expected to level off somewhat in 2011. Growth rates for 2010 and 2011 are projected to 
remain well below pre-crisis levels across all country groups (Appendix 1).  

 
 

Figure 1: Gross Domestic Product Growth (%) 
(Weighted Average) 
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6. The crisis will likely interrupt progress towards achieving the Millennium Development 
Goals (MDGs) in ADF countries. Before the crisis, ADF countries had made considerable 
progress in reducing income poverty. As a group, they were on track to reach the global target of 
cutting income poverty in half by 2015, with poverty incidence (using the $1.25-per-day 
threshold) declining from 60% in 1990 to 30% in 2008. Even the poorer ADF-only countries were 
on track to meet the target for this indicator, with poverty incidence falling from almost 63% in 
1990 to 34% in 2008 (Appendix 2). Despite this progress, poverty still affects the lives of millions 
across Asia and the Pacific. Nearly 173 million people live on less than $1.25 a day in ADF 
countries, and more than 331 million live on less than $2 a day.  
 

                                                 
5 ADB. 2010. Impact of the Global Economic Crisis on Asian Development Fund Countries and ADB’s Response. 

Background paper for ADF Donors Annual Consultation. Tashkent. 2 May.  
6 Economic projections for 2012 are not available.  

ADF = Asian Development Fund, GDP = gross domestic product, OCR = ordinary capital resources. 
Sources: ADB. 2010. Asian Development Outlook 2010 Update: The Future of Growth in Asia. Manila; and 
ADB staff estimates. 
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7. Progress on the non-income MDGs was more uneven. As many as 26 of 28 ADF 
countries could fail to achieve at least one-fourth of the non-income MDGs, including 11 
countries in fragile and conflict-affected situations (Figure 2). Areas of particular concern include 
health (infant and child mortality and maternal health) and access to basic sanitation, with ADF-
only countries performing notably worse. For example, based on most recent data available, the 
under-5 mortality rate is almost three times higher in ADF-only countries (144 per 1,000 live 
births) than the regional average for developing Asia (55 per 1,000 live births). Likewise, only 
32% of births are attended by skilled health personnel in ADF-only countries compared to 65% 
for developing Asia. In ADF-only countries, 64% of rural residents and 32% of urban residents 
still do not have access to adequate sanitation (Appendix 2).  
  
 

 
 
 
 

 
 
ADF = Asian Development Fund, Lao PDR = Lao People’s Democratic Republic. 
a Countries in italics (black bars) are currently identified as countries with fragile and conflict-affected situations. 
b Percent of indicators for which data are available which are off track. Off track implies that the country is not 

expected to meet the target by the 2015 deadline, or is stagnating or slipping backwards.  
Sources: United Nations Economic and Social Commission for Asia and the Pacific, Statistics Division; and ADB staff 
estimates, based on most recent available data for each country. 
 
8. The effects of the crisis on the MDGs will not be apparent for many more years because 
of the time lag in data availability. Rough estimates based on past trends suggest that the 
reduction in economic growth resulting from the crisis is likely to significantly impact MDGs in 

Figure 2: Status of Non-Income Millennium Development Goals in ADF Countriesa 
(% of Indicators Off Track)b 
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ADF countries.7 Moreover, historical evidence suggests that the impact of economic cycles on 
the MDGs is highly asymmetric, i.e., the deterioration in bad times is much greater than the 
improvements during good times.8 Evidence from previous crises (including the Asian financial 
crisis) further suggests that unemployment—one of the main causes of worsening poverty 
levels—recovers more slowly than GDP growth. In addition, the speed of recovery from a crisis is 
inversely related to a country’s level of development, and the poverty impact tends to be greater 
in low-income countries.9 Current trends already seem to suggest such patterns.  
 
9. Most ADF countries responded to the crisis by implementing countercyclical 
macroeconomic policies, mostly centered on fiscal expansion and often financed with financial 
support from international financial institutions (IFIs) and other external development partners. 
The expansionary fiscal policy of ADF governments has started to take a toll on their finances. 
By 2009, 13 countries reported deficits exceeding 3.5% of GDP, compared with only eight 
countries in 2007.10 Inflation is accelerating in many countries and some face relatively high 
public debt.11 The weakened fiscal and external outlooks leave little room for additional stimulus 
spending by governments or other investment programs to sustain the potential for long-term 
economic recovery.  
 
10. Yet the demand for medium- and long-term financing in ADF countries remains large, 
driven by the need to accelerate progress towards the MDGs, reduce the significant 
infrastructure deficit, promote environmentally sustainable growth including investments in 
climate change adaptation and mitigation, and improve food security.  
 

(i) Millennium Development Goals. Accelerating progress towards the MDGs will 
depend on a strong and sustained recovery from the economic crisis, given the 
importance of economic growth for MDG achievement. The economic expansion 
will need to be more inclusive to ensure that all members of society can 
participate in and benefit from growth. In particular, ADF countries will need to 
improve delivery of basic services (especially health and education) and ensure 
social inclusion and equal access to those services. Growth also must be more 
sustainable to decouple economic development from environmental pressures, for 
example by improving the efficiency of natural resource use, reducing energy 
intensity, and cutting waste generation.  

(ii) Infrastructure. Strengthening basic infrastructure is crucial to achieving and 
sustaining the MDGs in Asia and the Pacific. The region needs better road 
transport, water supply, sanitation, electricity, information technology, 

                                                 
7 Between 2008–2015, the crisis is likely to result in 5 million more people undernourished; 151,000 additional 

children out of primary school; about an additional quarter million students unable to complete primary school; more 
than half a million additional child deaths; and also 29,000 mothers dying of childbirth. 

8 International Monetary Fund and World Bank. 2010. Global Monitoring Report 2010—The MDGs after the Crisis. 
Washington, DC.  

9 Independent Evaluation Group (International Finance Corporation, Multilateral Investments Guarantee Agency, and 
World Bank). 2009. The World Bank Group’s Response to the Global Crisis: Update on an Ongoing IEG Evaluation. 
Evaluation Brief. Series No. 8, November.  

10 The countries with fiscal deficits exceeding 3.5% of GDP in 2009 include: Armenia, Bangladesh, Cambodia, 
Georgia, Lao PDR, Maldives, Mongolia, Pakistan, Samoa, Sri Lanka, Tajikistan, Tuvalu, and Viet Nam.    

11 Based on the latest IMF debt sustainability analyses, the following ADF countries are considered at high risk for debt 
distress: Afghanistan, Lao PDR, Nauru, Tajikistan, Tonga and Tuvalu. Most of these countries were already 
considered at high risk before the crisis. The only ADF countries whose debt risk rating was downgraded after the 
crisis were Georgia and Maldives, which are now rated at moderate risk of debt distress (compared to low risk 
before the crisis). Other countries considered at moderate risk include Bhutan, Cambodia, Kyrgyz Republic, Nepal, 
and Solomon Islands. The latter three showed improvements in their debt rating after the crisis (upgraded from high 
risk to moderate).  
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telecommunications, and urban low-income housing. For 2010–2020, the required 
infrastructure investment is estimated at $7.7 trillion, or about $700 billion per 
year, for Asia and the Pacific.12 While some countries may be able to access 
capital markets or tap into regional savings for infrastructure investments, poorer 
ADF countries may have to rely more on concessional financing from international 
financial institutions.  

(iii) Climate change. ADF countries are particularly vulnerable to the adverse impacts 
of climate change, both because of high population density in low-lying coastal 
areas and greater reliance on natural resource based livelihoods. For the poorest 
ADF countries, adaptation is essential. The ocean is encroaching on small Pacific 
island nations, forcing them to consider possible adaptation measures and 
ultimately migration. Extreme climate events such as typhoons, floods, and 
droughts are occurring more frequently and becoming more destructive. Recent 
estimates suggest that adaptation costs in Asia and the Pacific could reach $40 
billion annually, with a quarter of that incurred by ADF countries.13 Unfortunately, 
the majority of ADF countries are not yet adequately prepared to deal with the 
effects on agriculture output and food prices, labor productivity, health, 
infrastructure, and internal displacement. While adaptation is a clear priority, 
charting an environmentally sustainable and low-carbon growth path should also 
be actively pursued and explored to the extent possible.  

(iv) Food security. Reducing hunger and building food security is a serious challenge 
in ADF countries. In 2008, more than 35% of children under 5 years old were 
considered moderately or severely underweight in ADF countries (Appendix 2). 
Overcoming the food security challenge in the long run is about more than 
improving food distribution to them; it also requires expanding the region’s food 
production capacity to meet rapidly growing demand. The long-term food 
demand–supply gap may widen because of rapidly growing demand and supply 
constraints (linked to water scarcity, competition for land caused by rapid 
urbanization, and climate change). With less productive land and water available, 
more investments will be needed to increase productivity in agriculture and rural 
areas, including securing access to land and water, linking farmers to markets, 
investing in irrigation and rural roads, providing financing, transferring knowledge 
and information, and mitigating risks involved.  

 
11. External partners must continue to play an important role in helping ADF countries 
address their medium- and longer-term development needs after the crisis. In this context, the 
broad strategic priorities identified during the ADF X replenishment (para. 2) remain relevant. 
 

III.  ADF X ASSISTANCE 

A. Significant Increase in ADF Lending and Disbursement 

12.  Approvals and disbursements have been strong so far under ADF X.14 Average annual 
approvals are projected to reach $3.2 billion under ADF X versus $2.0 billion under ADF IX. This 

                                                 
12 ADB, United Nations Development Programme, and United Nations Economic and Social Commission for Asia and 

the Pacific. Paths to 2015: MDG Priorities in Asia and the Pacific—Asia Pacific MDG Report 2010/11. Geneva and 
New York.  

13 The World Bank. 2010. The Cost to Developing Countries of Adapting to Climate Change: New Methods and 
Estimates. Consultation Draft. Washington, DC. 

14 Throughout this section, data for 2005–2009 are actual, while data for 2010–2012 are projections based on 
assistance plans by operational departments as of 30 June 2010. 
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increase reflects the strong demand from ADF countries affected by the crisis and the timely 
response by ADB, which was made possible by the larger ADF X envelope. By the end of 
2010—the midpoint of the ADF X period—approvals are expected to reach $6.4 billion, or 52% of 
the ADF X commitment authority. This compares with $3.2 billion, or 38% of the ADF IX 
commitment authority, at the midpoint of ADF IX. Under ADF X, ADB will deliver more and 
slightly larger projects. ADB expects to deliver an average of 66 projects per year under ADF X 
versus 49 projects under ADF IX, with the average size increasing from $41 million under ADF IX 
to $48 million under ADF X (Figure 3.1). 
 
 

Figure 3 
 
 
 
 
 
 
 
                                            
 
 
 
 
 
 
 
 
  
 
13.  Average annual disbursements under ADF X are projected to reach $2.3 billion 
compared with $1.6 billion under ADF IX (Figure 3.2). Disbursements totaled $2.2 billion in 2008 
and $2.5 billion in 2009, reflecting increased disbursements for crisis interventions (for the food 
crisis in Bangladesh, Cambodia, and Pakistan in 2008; and for the global economic crisis in 
several ADF countries in 2009). Disbursements are projected to return to pre-crisis growth trends 
in 2010 and resume a steady growth path for the rest of the replenishment period.  
 
B. ADB’s Response to the Global Economic Crisis 

14. ADB reacted promptly to help ADF countries respond to the global economic crisis. 
Through project investments, quick-disbursing program loans, guarantees, and new initiatives 
designed to address specific crisis needs, ADB sought to protect the most vulnerable from the 
fallout of the crisis, maintain ongoing long-term development programs, and sustain the potential 
for economic growth and job creation led by the private sector. ADB mobilized additional financial 
resources and provided more flexibility to ADF countries in using the available resources to help 
them cope with the crisis in the following ways (Box 1): 
 

(i) An additional $400 million in ADF commitment authority was released in June 
2009 to help ADF-only countries.  

(ii) ADB established the Countercyclical Support Facility in June 2009 as a time-
bound budget support instrument to help OCR borrowers sustain vital 
expenditures. Of the total $3 billion made available, $1 billion was approved and 

Figure 3: ADF Approvals and Disbursements, ADF IX and ADF X 
 

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

 
 
 

 

Figure 3.1:  ADF Loan and Grant Approvals
(Volume and No. of Projects) 

 
 

1,248
1,373

1,680

2,220
2,547

2,058
2,262

2,471

2005 2006 2007 2008 2009 2010 2011 2012
 

Figure 3.2: ADF Loan and Grant Disbursements 
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fully disbursed to two blend countries ($500 million each to Bangladesh and Viet 
Nam).  

(iii) ADB increased the exposure limit of its trade finance program to $1 billion in 2009. 
The program’s exposure reached $744 million by June 2010—a 270% increase 
over 2009—supporting almost $2 billion in trade in 2010. Of the total outstanding 
portfolio by mid-2010, 75% was in blend countries—Viet Nam, Pakistan, 
Bangladesh, Sri Lanka, and Uzbekistan. The program even reached ADF-only 
countries Nepal and Mongolia. The program earned ADB recognition by Trade 
Finance magazine as the top Asian development finance institution in trade 
finance for 2010.15 

(iv) ADB mobilized additional cofinancing in 2009–2010. The average annual amount 
of cofinancing (OCR and ADF combined) in ADF countries is projected to reach 
$1.7 billion in the first 2 years of ADF X, about five times the annual average of 
$341 million under ADF IX.16 

(v) ADF countries (both ADF-only and blend) were allowed to front-load up to 100% 
of their biennial ADF allocation in 2009. Armenia, Georgia, Mongolia, and Papua 
New Guinea opted to use this flexibility, front-loading 82% of the $536 million that 
was available to them in 2009. Nine additional countries front-loaded within their 
policy limit.  

(vi) ADB provided quick-disbursing program loans to help ADF countries cope with the 
crisis, which required waiving the ADF program lending limit.17 Program lending 
peaked in 2009, accounting for 31% of total ADF approvals. Program lending will 
be brought back within the policy limit and is expected to account for 22.5% of 
total ADF approvals over the entire ADF X period (compared to 18% under ADF 
IX).  

 

                                                 
15 The Royal Bank of Scotland. 2010. Best Asian-Pacific Development Finance Institution. Trade Finance magazine.  

Euromoney Institutional Investor PLC.  http://www.tradefinancemagazine.com/Article/2647092/Sectors/26793/Best-
Asian-Pacific-Development-Finance-Institution.html 

16 2010 figures include planned cofinancing of $1.6 billion from the World Bank and other bilateral sources for the 
Padma Bridge Project in Bangladesh.  

17 ADB's program lending policy prescribes an ADF program lending limit of 22.5%, based on a 3-year moving 
average. 
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Box 1: Preliminary Lessons from ADB’s Crisis Response 

 
The availability of excess liquiditya enabled the Asian Development Bank (ADB) to respond quickly to the global 
economic crisis, allocating an additional $400 million to Asian Development Fund (ADF)-only countries. ADB’s 
response, in coordination with that of other development partners, helped cushion the impact of the crisis on ADF-only 
countries. The additional funds were allocated uniformly and equitably following the performance-based allocation 
formula. This approach was chosen over a filtering system that differentiates crisis impact across affected countries to 
maximize the impact of ADB’s assistance. A filtering approach would have delayed ADB’s response since accurately 
assessing the impact across ADF countries takes time.  

 
Blend countries proactively tapped other resources, such as ordinary capital resources (OCR) including the 
Countercyclical Support Facility, the trade finance program, and cofinancing. Options available to ADF-only countries 
were more limited. ADF-only countries do not have access to OCR (except for nonsovereign loans and equities, which 
tend to be limited and/or exceptional sovereign lending for foreign-revenue-earning projects). Historically, the amount 
of cofinancing mobilized in ADF-only countries has also been much more modest than in blend countries.  
 
 

ADF OCRa Cofinancingb

2009 2010

Annual 
Average
ADF IX 2009 2010

Annual 
Average
ADF IX 2009 2010

Annual 
Average
ADF IX

ADF-Only 1,287.0 1,304.0 627.8          8.0         84.0       155.1  173.9     77.0            
Blend 1,834.7 1,989.7 1,280.4       4,287.9 4,473.4 1,942.9 145.5  2,936.2 264.1          
Total 3,121.7 3,293.7 1,908.2       4,287.9 4,481.4 2,026.9 300.6  3,110.1 341.2          

Total Lending to ADF Countries, ADF IX and ADF X Midterm

 
   ADF = Asian Development Fund, OCR = ordinary capital resources. 
   a Includes sovereign and nonsovereign loans, equities, guarantees, Countercyclical Support Facility, and trade 

finance program. OCR assistance to ADF-only countries during ADF IX includes exceptional sovereign lending for 
foreign-revenue-earning projects, and nonsovereign loans and equities. 

   b Direct value-added cofinancing in ADF countries (B-loans, guarantees, and Japan Fund for Poverty Reduction are 
excluded). For 2010, this includes potential cofinancing of $1.6 billion from the World Bank and other bilateral 
sources for the Bangladesh Padma Bridge Project. 

 
 
Most ADF countries were reluctant to front-load their allocations for fear of jeopardizing their ongoing development 
programs. However, Armenia and Georgia heavily front-loaded. As a result, Armenia’s available PBA allocation for 
2010 was reduced to $27 million and Georgia’s was cut to $0 million. Projected approvals for 2010 total $85 million in 
each country and are expected to be financed through savings from cancellations in other ADF countries. Both 
countries also significantly increased their OCR program in 2010. 

  
ADB’s experience has shown that a quick response to an exogenous shock is vital. Such shocks can significantly 
damage the economies of ADF countries and are beyond the control of their governments. ADF countries have limited 
capacity to protect themselves against such shocks. In this context, the establishment of a crisis response window 
may be worth considering.  

 
ADB’s crisis response increased the use of program lending. As a result, the ADF program lending ceiling for 2007–
2009 was exceeded, and a Board waiver was requested and approved. The ceiling is expected to be exceeded again 
for 2008–2010 because of the averaging effect of the significant increase in program lending approvals in 2008 and 
2009. More flexibility may be warranted in the ADF program lending ceiling to allow ADB to exceed the ceiling under 
exceptional circumstances without having to seek repeated Board waivers. Such an approach would be consistent 
with ADB’s program lending policy, which stipulates that the share of program lending (OCR and ADF combined) 
should not exceed 20% of total public sector lending (on a 3-year average basis) under normal circumstances. This 
implies that the ceiling can be exceeded under special circumstances, such as during crises.b 

 
__________________ 
a Funds for the crisis response initiative could be released from the prudential minimum liquidity following reduced 

foreign exchange volatility from loan reflows. 
b ADB. 1999. Review of ADB’s Program Lending Policies. Manila. 
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C. ADF Performance-Based Allocation System: Balancing Country Needs and 

Performance 

15. The performance-based allocation (PBA) system remains essential to the effective 
allocation of ADF resources under ADF X. The system allocates ADF resources based on 
country performance, but also considers other factors such as country needs, absorptive 
capacity, and special circumstances. Under ADF X, 35% of resources are planned for approval 
in ADF-only countries compared with 29% under ADF IX. This is partly attributed to the 
refinements introduced to the system under ADF X, including the introduction of a "soft" 
threshold of 14% for the allocation to blend countries.18 As a result of the cap, the share of the 
top three blend recipients (Bangladesh, Pakistan, and Viet Nam) in total ADF approvals is 
projected to reduce from 52% under ADF IX to 43% under ADF X. The top ADF recipients under 
ADF X are Viet Nam (17%), Bangladesh (16%), Pakistan (10%), and Afghanistan and Nepal (9% 
each).  
 
16. The stronger emphasis on the needs of the poorest countries was not achieved at the 
expense of good performance. During the first 2 years of ADF X, 81% of total ADF allocations 
were through the PBA system (compared with 78% during ADF IX), with a higher share allocated 
to strong performers (Figure 4).  
 

 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 

 
  
17. As under ADF IX, ADB continued to provide grants based on the classification of a 
country’s risk of debt distress, as assessed through forward-looking debt sustainability analysis.19 
Grants are projected to account for 25% of total ADF approvals during ADF X, compared with 
22% under ADF IX. Total grant approvals are projected to reach $3.2 billion under ADF X, 
compared with $1.7 billion under ADF IX. The top four grant recipients under ADF X are 
projected to be Afghanistan (36%), Nepal (17%), Lao People’s Democratic Republic (14%), and 
                                                 
18 Blend countries with a PBA greater than the threshold can still retain half of the amount above the threshold. 
19 ADB substantially aligned its grant framework with that of the International Development Association: no grants for 

ADF-only countries classified at low risk of debt distress; 50% grants for ADF-only countries classified at moderate 
risk, and 100% grants for ADF-only countries classified at high risk.  

 
 

44%

35%

56%
59%

39%
43%

38% 38%

18%
21%

6%
3%

2005–2006 2007–2008 2009–2010 2011–2012*

Strong Medium Weak
 

ADF = Asian Development Fund. 
Note: Based on 2009 country performance assessments. 
Source: Asian Development Bank. 

Figure 4: ADF Allocations by Performance Group 
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Tajikistan (12%). Based on the results of debt sustainability analyses, the grant share for a 
number of countries was adjusted over the first 2 years of ADF X. The grant share of Kyrgyz 
Republic, Mongolia, and Nepal was reduced from 100% to 50%, while that of Samoa was cut 
from 50% to 0%. The Maldives’ grant share increased from 0% to 50%.  
 
D. ADF Assistance Aligned with ADF X Strategic Priorities 

1. Inclusive Growth 

18. ADB’s inclusive growth agenda is based on two mutually reinforcing objectives: (i) rapid 
and sustainable growth to create and expand economic opportunities, and (ii) broader access to 
these opportunities to ensure that all members of society can participate in and benefit from 
growth. Under ADF X, ADB’s inclusive growth agenda is pursued through all ADB operations, 
particularly in two core sectors: infrastructure and education (Figure 5).  
 

  
Figure 5: ADF Loan and Grant Assistance by Sector, ADF IX and ADF X 

    
 
 
 
 
 
 
 
 
 
 
 
 
 
      
 
 
 
 
ADF = Asian Development Fund, ICT = information and communication technology, Infra = infrastructure. 
Source: Asian Development Bank. 
 
19. The link between infrastructure investment and economic growth is well established. 
However to ensure inclusiveness, such investment should involve not only large infrastructure 
projects, but also basic infrastructure such as rural roads, water supply, sanitation, and electricity 
(footnote 12). Investments in rural infrastructure give rural populations greater access to national 
markets and basic services. ADF support for infrastructure is expected to reach $8.5 billion, or 
67% of total ADF approvals, under ADF X (compared with $4.6 billion, or 57%, under ADF IX). 
With many ADF countries facing large infrastructure gaps, the ADF’s emphasis on infrastructure, 
especially basic infrastructure, remains relevant.  
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Table 1: Examples of ADF Infrastructure Projects Supporting Inclusive Growth 
 

 Description 
 
ADB’s Assistance for 
Rural Electrification in 
Bhutan: Does 
Electrification 
Improve the Quality of 
Rural Life?a  
  

 
This study aimed to: (i) evaluate the performance of two Asian Development 
Bank (ADB) rural electrification projects; and (ii) conduct a rigorous quantitative 
analysis of their impacts on the quality of rural life in Bhutan. The two projects 
were rated successful. As a result of assistance from ADB and other 
development partners, rural electrification coverage in the country increased 
from 20% in 1995 to 55%–60% in 2009. The study also found that impacts from 
rural electrification projects are quantifiable, statistically positive, and visible in 
the quality of life in Bhutan’s rural areas. The study showed that economic 
benefits, in terms of percentage increase in income, were greater in electrified 
households. Electrification also substantially reduces smoke-induced health 
problems. The number of workdays missed because of illness is also lower in 
electrified households, and children completed more years of schooling 
compared to those in unelectrified households, with a more pronounced impact 
on girls than boys. The study also confirms that time spent collecting fuelwood 
decreases substantially in electrified households. In addition, women play more 
significant roles in household decisions, particularly with respect to the education 
of children and health of household members. Women in electrified households 
tend to be better informed and more aware about education and health than their 
male counterparts, partly from increased social networking. The study was also 
able to demonstrate positive but small impacts of electrification on fertility, 
migration, and food security.  

 
Punjab Community 
Water Supply and 
Sanitation Sector 
Project (Pakistan)b  

 
The $50 million Asian Development Fund (ADF) loan project had many inclusive 
growth components. In addition to providing access to water supply in a province 
where more than 60% live in rural areas, the project included a hygiene 
education program, and a social upliftment and poverty eradication program, 
which in turn included microcredit and classroom construction in village schools. 
The main benefit was the time saved by women in collecting water, which 
allowed them to participate in more farm and off-farm income-generating 
activities, supported also by the microcredit component. In addition, access to 
clean water and better hygiene practices are likely to contribute to better health 
outcomes. Access to education was also supported through the classroom 
building component.  

 
Northwestern Rural 
Development Project 
(Cambodia)c  

 
The $27.2 million ADF loan benefited the rural population in 14 poor target 
districts in four provinces by building small-scale infrastructure (e.g., schools, 
wells, health centers, and markets), rehabilitating 525 kilometers of rural roads 
and improving maintenance of another 1,000 kilometers. Improved links between 
poorly served rural areas and market towns helped to commercialize agriculture 
and increase rural incomes, reduce transport costs significantly, and expand 
access to education, health, and other public services. The project also provided 
direct employment in the construction phase, benefiting the poor and 
disadvantaged—including many women. It also helped migration to and 
settlement of the project area, and led to cultivation of abandoned lands. It also 
strengthened local participatory planning in the northwest provinces and helped 
build capacity of decentralized district functionaries.  

a ADB. 2010. Evaluation Study: Asian Development Bank’s Assistance for Rural Electrification in Bhutan—Does 
Electrification Improve the Quality of Rural Life? Manila. 

b  ADB. 2009. Evaluation Validation Report: Punjab Community Water Supply and Sanitation Sector Project. Manila. 
c  ADB. 2009. Project Completion Report: Northwestern Rural Development Project. Manila. 
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20. Education projects support economic growth as they help raise the productive capacity of 
the economy (and hence contribute to poverty reduction). Education systems that are inclusive 
support each individual to reach his or her full learning potential, thereby creating more inclusive 
and broad based human resources. Under ADF X, ADB reaffirmed its support to education 
sector operations and for broadening and deepening delivery of education services in ADF 
countries. While the share of education projects slightly fell from 9% of total approvals under 
ADF IX to 8% under ADF X, ADF support for education is expected to increase substantially in 
absolute terms from $690 million under ADF IX to more than $1 billion under ADF X. ADF 
assistance has shifted from a project-based to a sector-based approach. The subsector 
coverage has also broadened from primary and secondary education to include technical, 
vocational and higher education.  
 
21. Gender equality is also fundamental to ensuring inclusiveness. The ADF promotes 
gender inclusiveness through sector operations that are designed to deliver specific gender 
outcomes, such as improved access for girls and women to education and health services, clean 
water and better sanitation, and basic infrastructure. By ADF X midterm, 43% of projects are 
expected to address gender issues compared with 39% under ADF IX. As a follow-up to the 
2008 Development Effectiveness Review (DEfR), ADB continued activities to improve gender 
mainstreaming. These actions were based on the recommendations of a technical working group 
and a report from ADB’s Independent Evaluation Department (IED).20 More gender specialists 
are also being recruited (five in 2010). 
 

Table 2: Example of ADF Project Supporting Inclusive Education and Gender Issues 

Project Description 
 
Education Sector 
Program in Nepal 
(Subprogram III)  

 
The $95 million Asian Development Fund grant and loan program aims to 
enhance educational attainment and livelihood for all children, particularly 
girls and children from disadvantaged groups in Nepal. Program components 
to promote education for girls include provision of scholarships for girls, 
construction of separate sanitary facilities for boys and girls, and the 
development of literacy programs targeted at women in remote areas. 
Gender issues are also addressed in the teacher profession: policies and 
programs have been developed to promote the recruitment of female 
teachers at different levels. These include special provisions for females 
entering the teaching profession, such as maternity leave, infant feeding 
breaks, and substitute teachers. 

Source: ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Asian 
Development Fund Grant and Loan to Nepal for the Education Sector Program (Subprogram III). Manila. 
 
22. Development of the private sector can also help promote inclusive growth in ADF 
countries through small business development, employment generation, and empowerment of 
disadvantaged groups. During ADF X, 20% of ADF projects are projected to focus on the 
development of the private sector, almost double the share of projects during ADF IX (12%).  

                                                 
20 ADB. 2009. The Asian Development Bank’s Support to Gender and Development. Manila. The key 

recommendations include: (i) mainstreaming gender early on during the design stage; (ii) clarifying gender category 
definitions; (iii) improving the categorization process and reporting; (iv) recruiting additional gender specialists; and 
(v) improving training and knowledge sharing on gender mainstreaming by providing more regular training and 
increasing technical assistance resources.  
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Table 3: Example of ADF Support for Private Sector Development 

Project Description 
 
Small and Medium 
Sized Enterprise 
Development Project 
in Bangladesh 

 
The $76 million Asian Development Fund loan project aims to accelerate 
small and medium-sized enterprise (SME) development in non-urban areas 
by improving access to medium- and long-term credit, with emphasis on 
SMEs led by women. By enhancing non-urban SMEs’ access to capital, the 
project will generate employment outside the metropolitan areas of Dhaka 
and Chittagong, reducing the urban–rural divide, overall poverty, and gender 
disparity in Bangladesh. At least 15% of the project’s credit line facility is 
earmarked to help qualified women entrepreneurs obtain access to enterprise 
finance. The project is expected to generate an 8% increase in SME sector 
employment as well as an 8% increase in the number of SMEs established 
throughout the country—primarily in rural and nonurban areas. 

Source: ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 
People’s Republic of Bangladesh for the Small and Medium-Sized Enterprise Development Project. Manila. 
 

2. Environmentally Sustainable Growth 

23. Despite the crisis, environmental and climate changes issues continued to be an integral 
part of the ADF program. More than 40% of ADF projects (or 95 projects) in 2009–2012 will 
mainstream environmental sustainability, compared with only 8% (23 projects) during ADF IX. In 
line with the strategic priorities under Strategy 2020 and ADF X, these projects will continue 
promoting efficient and renewable energy sources, integrated water resources management, 
sustainable transport, urban environmental improvements and other low-carbon sustainable 
infrastructure investments. ADF projects will also seek to improve natural resource management 
in rural areas, maintain the integrity of important regional ecosystems, enhance environmental 
governance and management capacities while addressing climate change as a cross-priority 
issue. 
 
24. ADF overall assistance in support of climate change has been increasing steadily under 
ADF X, with an increasing share devoted to adaptation. In particular, climate change issues are 
increasingly taken into consideration when designing infrastructure projects. Total ADF support 
for climate change is projected to reach $3.1 billion under ADF X, with 35% of the total devoted 
to adaptation. By contrast, ADF climate change assistance under ADF IX totaled $1.4 billion, with 
only 26% supporting adaptation. In May 2010, ADB articulated its strategic approach to climate 
change, which focuses on five priorities: (i) scaling up clean energy; (ii) encouraging sustainable 
transport and urban development; (iii) managing land use and forests for carbon sequestration; 
(iv) promoting climate-resilient development; and (v) strengthening policies, governance, and 
capacities. More specifically for ADF countries, greater emphasis will be placed on (i) improving 
energy access for all through low-carbon technology; (ii) ensuring low-carbon transport for all 
solutions; (iii) helping countries gain access to carbon market financing through selective 
engagement in forest and land use management for carbon sequestration; (iv) supporting 
country-driven climate change adaptation programs, with priority given to the least-developed 
countries and to addressing threats to highly vulnerable segments of society; and (v) ensuring 
that climate change is an integral part of ADF countries’ recovery through policy dialogue, as well 
as targeted policy and institutional interventions.  
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Table 4: Example of ADF Support to Climate Change  

Project Description 
 
Road Network 
Development Sector 
Project (Timor-Leste) 

 
The $46 million Asian Development Fund (ADF) loan project involves the 
climate-proofing of coastal roads and those passing through highly 
mountainous, interior agricultural areas in response to rising temperatures, 
worsening erosion from flooding, and rising sea levels. A “no-regret” 
approach to climate-proofing was taken to minimize the country’s vulnerability 
to the adverse effects of climate change and minimize risks of road sector 
investment. Based on assessment results, the project team proposed 
engineering and bioengineering adaptation measures, including constructing 
earth levee banks to protect roads at risk of erosion from extreme waves, and 
reforestation or revegetation on unstable slopes. The project cost increased 
by about 10% with climate-proofing measures, but the measures 
strengthened the project design. Because of the climate change assessment, 
the 230 kilometers of roads to be rehabilitated by the project will be less 
vulnerable to the impacts of climate change. 

Source: ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Asian 
Development Fund Grant to the Democratic Republic of Timor-Leste for the Road Network Development Sector 
Project. Manila. 
 

3. Regional Cooperation and Integration 

25. In recognition of the important role that the ADF plays in promoting regional cooperation, 
donors agreed to double the share of ADF X resources earmarked for subregional projects from 
5% to 10%. To increase country ownership of regional projects, each participating country is 
required to match every dollar drawn from the subregional pool with 50 cents from its PBA, 
subject to a 20% ceiling beyond which contributions from the country PBA would not be 
mandatory. As a result of these changes, ADF support for regional cooperation and integration is 
projected to total $3.4 billion during ADF X, of which $1.0 billion is to be financed from the 
subregional pool, compared with $840 million under ADF IX, of which $360 million from the 
subregional pool. The geographic and sector composition of the regional cooperation portfolio 
has diversified considerably. Geographically, the portfolio diversified from the Greater Mekong 
Subregion (GMS) program to other subregional programs, particularly through the Central Asia 
Regional Economic Cooperation and the South Asia Subregional Economic Cooperation 
programs. The sector composition diversified from cross-border infrastructure to regional public 
goods and multisector projects; and within infrastructure, soft infrastructure was emphasized 
more. 
 
26. During the ADF X negotiations, donors requested further analysis of the effectiveness of 
regional projects. A recent independent evaluation of the ADB’s GMS program during 1992–
2007 rated it successful.21 The study concluded that the program fared well in its early phase of 
development, and its emphasis on connectivity is aligned with ADB corporate strategies on 
infrastructure. Activity, rather than rules-driven cooperation, has worked well in building trust 
among partners and allowing flexibility in undertaking subgroup activities as needed. ADB has 
been a catalyst in the GMS, encouraging and supporting member countries with technical 
expertise, while providing funding and leveraging assistance from other agencies. While member 
countries have benefited from subregional cooperation in the GMS, the full impact will be felt 
over time, as many projects have only recently been completed. These findings were reinforced 
by a series of empirical studies, which concluded that the longer-term benefits of regional 

                                                 
21 ADB. 2008. Greater Mekong Subregion: Maturing and Moving Forward. Manila. 
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projects are greater than the short-term gains.22 The fact that several ADF countries have 
contributed more from their PBA country allocations than the policy required also reflects the 
strong perceived benefits from regional cooperation and integration projects. Moreover, ADB 
analysis suggests that regional cooperation and integration projects have been just as 
operationally efficient (if not more) than other projects. 
 

Box 2: Example of ADF Support to Regional Cooperation and Integration 
in Central and West Asia  

 

The Hairatan to Mazar-e-Sharif Railway Projecta funded by the Asian Development Bank (ADB) aims to 
boost freight volumes, lower costs, and raise the profile of Afghanistan as transit route for exports from 
Central Asia bound for ports in Pakistan and the Caspian Sea. It complements two major transport 
corridors being developed under the Central Asia Regional Economic Cooperation Program, and is the first 
phase of a larger rail network planned under the program that will include links to Herat, Tajikistan, and 
Pakistan. Construction of a new 75 kilometer railway line between Hairatan, at the Uzbekistan border, and 
Mazar-e-Sharif should be completed by the end of 2010. Hairatan is already a major gateway for 
humanitarian relief supplies as well as almost half of Afghanistan's imports of key commodities, such as oil 
and fuel, wheat and flour, fertilizer, construction materials, and agricultural and off-highway equipment. The 
railway will connect with Mazar-e-Sharif airport, expanded with German assistance, and the Afghan Ring 
Road rehabilitated with ADB funding.b The railway will remove critical physical bottlenecks at the border, 
quadruple the transport capacity, stimulate regional trade, and create new opportunities for economic 
growth and poverty reduction. About 5 million people are expected to benefit from the project.  
_______________ 
 
a ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Asian Development 

Fund Grant to Afghanistan for the Hairatan to Mazar-e-Sharif Railway Project. Manila (Grant 0161-AFG).  
b ADB. 2003. Report and Recommendation of the President to the Board of Directors: Proposed Loan to Afghanistan 

for the Emergency Infrastructure Rehabilitation and Reconstruction Project. Manila (Loan 1997-AFG); ADB. 2004. 
Report and Recommendation of the President to the Board of Directors: Proposed Loan to Afghanistan for the 
Andkhoy-Qaisar Road Project. Manila (Loan 2140-AFG); ADB. 2005. Report and Recommendation of the President 
to the Board of Directors: Proposed Asian Development Fund Grant to Afghanistan for the Qaisar-Bala Murghab 
Road Project. Manila (Grant 0012); and ADB. 2007. Report and Recommendation of the President to the Board of 
Directors: Proposed Asian Development Fund Grant to Afghanistan for the Road Network Development Project 1. 
Manila (Grant 0081-AFG). 

 
 

4. Fragile and Conflict Affected Situations  

27. During the ADF X replenishment discussions, donors emphasized the need for special 
attention to fragile and conflict-affected situations.23 ADB’s 2007 approach paper24 guides its 
operations in such situations. ADB seeks innovative means to strengthen the effectiveness of 
engagements in these complex environments by (i) sustaining its commitments for longer 
periods; (ii) partnering closely with other funding agencies; and (iii) pursuing deeper, more 
flexible and longer engagements in capacity and institutional development. Currently, 11 ADF 
countries are classified as fragile and conflict-affected situations: Afghanistan and 10 Pacific 
countries.25 Under ADF X, ADB has been providing these countries with enhanced and flexible 

                                                 
22 For a detailed discussion see ADB. 2010. Development Effectiveness of Regional Cooperation and Integration 

Initiatives. Manila. Discussion paper for ADF X Midterm Review. Manila. 18–19 November.  
23 In 2008, ADB adopted the term “fragile and conflict-affected situations” instead of “weakly performing countries” in 

line with international use. 
24 ADB. 2007. Achieving Development Effectiveness in Weakly Performing Countries: The Asian Development Bank’s 

Approach to Engaging with Weakly Performing Countries. Manila. http://www.adb.org/ Documents/Policies/ 
   Achieving-Development-Effectiveness/SecM30-07.pdf 
25 Kiribati, Republic of the Marshall Islands, Federated States of Micronesia, Nauru, Palau, Papua New Guinea, 

Solomon Islands, Timor-Leste, Tuvalu, and Vanuatu.  
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financial assistance, composed of higher levels of lending and technical assistance (TA). ADB 
has increased the number of staff working in fragile and conflict-affected situations and works 
closely with other development partners in many aspects of its fragility and conflict work. 
Examples of ADF assistance to countries in such situations are provided in Table 4, Box 2, and 
Box 3. 
 
28. Most of ADB’s current fragile and conflict-affected situations are in the Pacific, where 
cooperation with major development partners—the Australian Agency for International 
Development (AusAID), the New Zealand Aid Programme, and the World Bank—has 
strengthened and ADB’s presence has increased (Box 3). Understanding of the political 
economy has improved and more effective approaches to capacity development have been 
developed. Strong advances have been made in public sector reform and strengthening public 
services, including outsourcing and regional provision. Countries with fragile and conflict-affected 
situations in the Pacific receive higher allocations because 4.5% of ADF resources are 
earmarked for the Pacific pool. This amounts to $451 million during ADF X, 40% more resources 
compared to what they would have received based on their PBA without such earmarking.26  
 

Box 3: Expansion of ADB Field Presence in the Pacific 
 
Since 2000, the Asian Development Bank (ADB) has significantly expanded its operations and presence in 
the Pacific, establishing offices in the Fiji Islands, Papua New Guinea, Timor-Leste, and Sydney. More 
recently, four liaison offices were opened jointly with the World Bank in the Solomon Islands (2008), 
Samoa (2009), Tonga (2009), and Vanuatu (2010). The offices are staffed by one development 
coordinator, who is a national of a Pacific developing member country (DMC). ADB now has a field 
presence in seven of the 14 Pacific DMCs.  

 
The primary objectives of these offices are to (i) improve ADB’s assistance in fragile and conflict-affected 
situations by facilitating effective government engagement with ADB; (ii) enhance the quality and 
timeliness of policy advice to the governments, thus facilitating implementation of national development 
strategies; (iii) strengthen collaboration with other development partners, which are increasingly 
decentralizing their operations; and (iv) improve implementation of ongoing ADB projects. With a better 
understanding of the development contexts in the Pacific and improved donor coordination, ADB should be 
able to deliver more targeted and effective assistance.  

 
The new liaison offices have already helped strengthen partnerships with DMC governments and improve 
collaboration with development partners. In the Solomon Islands, for example, the successful 
establishment and functioning of the core economic working group in 2009 as a forum for development 
partners and Solomon Islands to discuss the government program of reforms has helped in coordinating 
budget support and formulating economic policies in response to the global economic crisis. Based on the 
positive experience with these offices, ADB is now considering opportunities for further enhancing its 
presence in the Pacific, including possibly in the North Pacific and Kiribati. 

 
Source: Asian Development Bank.  
 
29. During the ADF X negotiations, donors agreed that ADB should generally follow the 
approach of the International Development Association (IDA) to post-conflict countries, including 
the extension of the phaseout from 3 to 6 years. Two countries in fragile and conflict-affected 
situations are currently considered as post-conflict: Timor-Leste and Afghanistan. Donors agreed 
to bring Timor-Leste’s allocation into the regular PBA system within the Pacific pool, beginning in 
2009–2010. At the same time, a cautious approach was proposed by providing ADF grants on an 
exceptional basis. Regardless of its debt distress status, Timor-Leste received 100% of its 

                                                 
26 Pacific countries are subject to the PBA within the earmarked amount.  
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allocation as grants in 2009–2010. Its grant share will decrease progressively over the rest of the 
phaseout period as follows: 67% grants and 33% loans in 2011–2012, and 33% grants and 67% 
loans in 2013–2014. No volume discount will be applied to grants because of the country’s post-
conflict status. ADB proposes that the financing modality for the post-conflict phaseout 
assistance to Timor-Leste agreed to by donors during the ADF X replenishment, be maintained. 
Despite the global economic crisis, economic growth has remained robust in the country, mostly 
driven by petroleum production. Timor-Leste is considered at low risk of debt distress.  
 
30. In 2009, Afghanistan began the 6-year phaseout period under ADF X. Under the post-
conflict premium formula, Afghanistan received $548 million during 2009–2010, a significant 
increase from the $400 million allocated in 2007–2008.27 Under the phaseout system, however, 
the country’s allocation for 2011–2012 would have been reduced to about $386 million. Donors 
expressed concerns over the potential impact of such a decline on ADB’s operations in the 
country and decided to suspend the phaseout for the remainder of the ADF X period. As a result, 
ADF assistance to Afghanistan is expected to increase by $162 million during 2011–2012 to 
$548 million. Afghanistan is also eligible for debt relief from ADB under the Heavily Indebted 
Poor Countries (HIPC) Initiative, and about $4.1 million will be delivered during ADF X.  
 
31. IED recently reviewed ADB’s approach to fragile and conflict-affected situations.28 The 
study acknowledges that ADB has only recently introduced its approach, yet preliminary findings 
suggest that it has been relevant and was needed. ADB provided substantial timely assistance to 
many countries in fragile and conflict-affected situations, selectively focusing on areas needing 
attention, working with other partners, and increasing its presence on the ground. However, the 
approach can be fine-tuned to increase flexibility in project design, including midterm 
adjustments, and to build in longer-term programmatic approaches. For the remainder of the 
ADF X period, implementation of this approach needs to be accelerated and expanded.  
 

5. Governance and Capacity Development 

32. Governance and capacity development cut across all ADF operations and are 
fundamental to development effectiveness. ADF’s operational approach to governance under 
ADF X is guided by the Second Governance and Anticorruption Action Plan (GACAP II) adopted 
in 2006.29 The plan focuses on (i) strengthening country systems in public financial management, 
procurement and combating corruption and (ii) adopting of a risk-based approach to governance 
assessment and the development of risk management plans in priority sectors for ADB 
operations. As required by GACAP II, country-level risk assessments and management plans 
(RAMPs) have been completed for 17 ADF countries and 33 sector-level RAMPs have been 
prepared in 14 ADF countries. Project-level RAMPs have been completed for 19 projects in 10 
ADF countries. Risk mitigation measures put in place to address the risks identified typically take 
the form of targeted capacity development support. The aggregate Country Performance 
Assessment (CPA) indicator on governance and public sector management in ADF countries 
improved from 3.2 in 2005 to 3.5 in 2010. Most progress has been made in the area of public 
financial management.  
 
33. ADF’s approach to capacity development is guided by the Capacity Development 
Medium-Term Framework and Action Plan, which focuses on mainstreaming capacity 
                                                 
27 Under the regular PBA system, without special consideration for its post-conflict status, Afghanistan’s allocation 

would have been only $102 million. 
28 ADB. 2010. Special Evaluation Study: Asian Development Bank’s Support to Fragile and Conflict-Affected 

Situations. Manila. 
29 ADB. 2006. Second Governance and Anticorruption Action Plan (GACAP II). Manila. 
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development into country programs and operations as well as in its own internal support 
systems.30 In line with internationally established practices, the framework focuses on three key 
dimensions of capacity development: (i) institutional development (legal and regulatory 
frameworks, poverty reduction strategies, key features of the public administration, etc.); (ii) 
organizational development, including human resources; and (iii) networks and partnerships.  
 

Table 5: Examples of ADF Support to Governance and Capacity Development 
 

Project Description 
 
Nepal Governance 
Support Program 
(GSP) 

 
The GSP is ADB’s contribution to the Government-led and multi-donor financed 
Local Governance and Community Development Program (LGCDP). The LGCDP, 
which is the Government’s flagship decentralization reform initiative, operates at 
three levels: policy support for selected national level agencies; financial and 
capacity development support for all district administrations (DAs) in the country; 
and support for social mobilization and community development initiatives. Support 
to the DAs is provided through a performance based block grant. Under this 
system, the performance of the DAs is assessed on an annual basis against an 
agreed set of governance related indicators. Well performing DAs receive a fiscal 
bonus on top of their basic allocation, while poor performing DAs receive target 
capacity development support to address identified performance gaps.  

 
Strengthening 
Governance and 
Accountability in 
Pacific Island 
Countries (Phase 
2) 

 
Under this RETA, support has been provided to the implementation of the Pacific 
Regional Audit Initiative (PRAI). The PRAI’s overarching objective is to raise 
Pacific public auditing to uniformly high standards. This in turn will contribute to 
good governance through improved transparency, accountability, and efficiency in 
managing and using public resources in the Pacific. The 26-country-and-state-
member Pacific Association of Supreme Audit Institutions (PASAI) has guided the 
PRAI design process with support from the ADB and the Australian Agency for 
International Development under the oversight of the Pacific Islands Forum 
Secretariat.  

Sources: ADB. 2008. Report and Recommendation of the President to the Board of Directors: Proposed Program 
Cluster and Grant for Subprogram 1 to the Federal Democratic Republic of Nepal: Governance Support Program. 
Manila; and ADB. 2008. Technical Assistance Report: Strengthening Governance and Accountability in Pacific Island 
Countries (Phase 2)—(Cofinanced by the Japan Special Fund and the Government of Australia). Manila. 
 
E. Technical Assistance in ADF Countries 

34. TA operations are important in ADF countries, as they facilitate DMCs’ capacity 
development, knowledge building, and project preparation. TA resources are also used to 
address global challenges, such as climate change initiatives. In the first year of ADF X,31 ADB’s 
TA program (including the TASF, the Japan Special Fund, and other bilateral trust funds 
managed by ADB) was $267 million, compared with an average of $240 million during ADF IX. 
The TASF is an increasingly important part of ADB’s total technical assistance resources, 
accounting for 51% of ADB’s TA resources in 2009.  
 
35. ADB attaches a high priority to ensure effectiveness of the use of TASF and other 
technical assistance resources. Under ADF X, ADB introduced new guidelines for planning and 
financing TA operations, including TASF operations. Two categories were established within the 
TASF: (i) TASF-IV, which is replenished regularly in parallel with the ADF; and (ii) TASF-others 

                                                 
30 ADB. 2007. Integrating Capacity Development into Country Programs and Operations: Medium-Term Framework 

and Action Plan. Manila. 
31 Data on projected TA approvals for 2010–2012 are not considered reliable.  
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which is replenished from other sources such as OCR net income transfers, TASF income, and 
savings and cancellations. The guidelines limit the use of TASF-IV resources to ADF-eligible 
countries and to regional TA benefiting such countries. ADB monitors the use of TASF-IV 
monthly. Of total TASF-IV approvals in 2009, 52% were for individual ADF countries and 48% for 
regional projects with a focus on ADF countries. Recent TA reforms have improved ADB’s TA 
operations, as demonstrated by key efficiency measures. However, the full impact of the reforms 
will be more visible over the next few years.  
 
F. Trends in Project Performance 

36. Disbursement performance of ADF project loans continues to improve and was slightly 
better than the ADB average (for loans and grants combined) during the first year of ADF X. The 
weaker performance of ADF grants can be attributed to the younger portfolio (i.e., grants were 
only introduced in 2005 under ADF IX) and the more difficult country environments32 (Figure 6). 
Project performance ratings also improved in 2009, reversing the downward trend since 2005. 
Project success rates dropped significantly in 2008 and 2009 in Pakistan, mainly because of the 
realignment of the Pakistan project portfolio since 2007. Many slow-moving (and unsuccessful) 
projects were closed and project completion reports were prepared with partially successful or 
unsuccessful ratings. Excluding Pakistan, the ADF portfolio shows a more robust upward trend 
(Figure 7).  
 
37. IED tracks changes in project performance ratings and publishes the results through its 
annual report on portfolio performance. It also undertook several evaluations of the ADF, the 
most recent one completed in December 2007.33 IED noted in that study that ADF operations 
have become more successful over time, narrowing the performance gap with OCR projects, 
which historically have performed better. The improvement in performance of ADF projects 
relative to OCR projects is remarkable since ADF countries are generally believed to have lower 
project management capacity. IED is undertaking another evaluation of ADF operations, which is 
expected to be completed in 2011 and will be an important input for the ADF XI replenishment 
exercise.  
 
 
      
 
 
 
 
 
 
 
 
 
 
 
 
         
 
 
 
 
 
                                                 
32 Of the 14 grant recipients, six are countries categorized as fragile and conflict-affected situations. 
33 ADB. 2007. Special Evaluation Report on Asian Development Fund VIII and IX Operations. Manila. 
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IV. PROGRESS TOWARDS GREATER RESULTS AND AID EFFECTIVENESS 

38. Significant progress has been made in all key areas of reform consolidation identified in 
the ADF X donors report (para. 3) since the completion of those negotiations.  
 
A. Managing for Development Results  

39. In August 2008, ADB became the first multilateral development bank (MDB) to adopt a 
corporate results framework. The framework, which separately measures and reports elements 
that are specific to the ADF, is used as a management tool to monitor ADB performance and 
promote continual institutional improvement to increase ADB’s development effectiveness. ADB 
reports annually on its performance and recommends actions for improvement through its DEfR, 
now in its third year of publication.  
 
40. To continue to sharpen its focus on results, ADB adopted a new MfDR action plan for 
2009–2011 to improve MfDR tools and expand their use across the institution. Drawing on its 3-
year application, ADB is also reviewing its corporate results framework for possible refinement. 
In parallel, ADB is collaborating closely with many ADF countries to strengthen their capacity to 
incorporate MfDR approaches into public sector management. To underpin country capacity 
development on MfDR, ADB supports the Asia–Pacific Community of Practice (CoP) on MfDR. 
The CoP activities have increased the application of MfDR by its members, and reinforced their 
capacity to drive MfDR at the country level. It has become a model for similar CoPs for Africa 
supported by the World Bank and Latin America supported by the Inter-American Development 
Bank.  
 
B. Updating Safeguard Policies 

41. In July 2009, the ADB Board of directors approved a Safeguard Policy Statement 
governing environmental and social safeguards for ADB operations, building upon the three 
previous safeguard policies on the environment, involuntary resettlement, and indigenous 
peoples. The statement brings them into a consolidated policy framework to address 
environmental and social impacts and risks more comprehensively. The Safeguard Policy 
Statement incorporates international good practice, and is in harmony with the policies of other 
MDBs. It increases the emphasis on capacity development to enable DMCs to manage 
environmental and social impacts and risks. It also introduces provisions to strengthen the use of 
country safeguard systems in ADB projects, subject to ADB's assessments of their equivalence 
and acceptability. The approval of the Safeguard Policy Statement followed an extensive review 
process that included wide ranging consultations both internally and externally. 
 
C. Responding More Efficiently and Quickly to Clients 

1. Decentralization 

42. ADB has 25 resident missions and four liaison offices. In 2008, ADB undertook a 
comprehensive review34 of its resident mission operations. The review concluded that (i) ADB’s 
resident mission policy (approved in 2000)35 reoriented their work from primarily project 
administration to all aspects of ADB operations; and (ii) decentralization had improved ADB 

                                                 
34  ADB. 2008. Review of Resident Missions’ Operations. Manila. 
35  ADB. 2000. Resident Mission Policy. Manila. 
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operations. In response to the review’s recommendations and to facilitate further decentralization 
of responsibilities to resident missions, several actions have been taken. 
 
43. Between 2007 and 2010, ADB continued to strengthen its resident missions network, 
adding three resident missions, four liaison offices in Pacific countries (two of which are in  fragile 
and conflict-affected situations), and 114 staff positions to its field operations.36 More than 70% of 
the staff positions added were allocated to resident missions in ADF countries (81 positions), of 
which 15 were located in fragile and conflict-affected situations. Significant staff strengthening of 
resident missions is envisaged during 2011–2013, with an additional 133 new resident mission 
positions to be added (66% of which will be in ADF countries, with 14% in fragile and conflict-
affected situations). In parallel, ADB will strengthen the institutional and management structure of 
resident missions, and has also begun to implement human resources-related actions, including 
(i) enhancement of the financial incentives for professional staff relocating to a resident mission; 
(ii) simultaneous consideration of national officers applying for an international professional staff 
position along with other internal and external applicants; and (iii) opportunities for non-vacancy 
driven promotions for local staff.  
 

2. Streamlining Business Processes 

44. In 2009, ADB completed an assessment of its business processes. The work aimed to 
streamline business processes and make them more efficient, without sacrificing quality, in two 
areas: the country partnership strategy (CPS) and sovereign loan delivery. The streamlined 
business processes were launched in January 2010. With the introduction of these reforms, the 
average time for sovereign loan processing is expected to be cut from 24 months to 12 months, 
and the average time from Board approval to first disbursement from 12 months to about 6 
months. In parallel, ADB has made significant progress in developing “e-Operations,” an 
integrated information technology solution to save resources, improve ADB’s client service and 
responsiveness, and increase ADB’s internal control. The first e-Operations module on CPS was 
rolled out in January 2010. The second module on project processing and loan delivery is being 
pilot tested.  
 
D. Transforming to a Learning Organization 

45. In August 2009, ADB approved a new knowledge management action plan, which defines 
steps to support knowledge management in ADB. The plan emphasizes the need to (i) sharpen 
the knowledge focus in ADB's operations; (ii) empower CoPs;37 (iii) strengthen external 
knowledge partnerships; and (iv) strengthen staff learning and skills development. 
Implementation is ongoing. In 2010, ADB initiated a knowledge management performance 
monitoring framework to assess annual progress in implementing the action plan and approved 
28 new positions for knowledge management to facilitate implementation of the plan.  
 
E. Ensuring Effective and Independent Evaluation 

46. In 2008, a joint Board and Management working group undertook a comprehensive 
review of ADB’s evaluation department, which concluded that ADB has a clearly articulated 
model of independent evaluation. However, the evaluation department’s credibility could be 
enhanced by (i) expanding the nonrenewable term of its director general from 3 years to 5 years; 
                                                 
36  The three new resident missions were established in Armenia, Georgia, and Turkmenistan. The four liaison offices 

in Samoa, Solomon Islands, Tonga, and Vanuatu were jointly established with the World Bank.  
37 CoPs are groups that generate, nurture, and share knowledge in their chosen field. ADB’s COPs have engaged in 

activities as varied as peer review of project documents and production of knowledge tools and publications. 
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(ii) strengthening the selection and appointment process for the director general; (iii) exempting 
the director general from the formal performance review process; (iv) allowing the evaluation 
department budget to be approved by the Board separately from ADB’s overall administrative 
budget; and (vi) renaming the department the Independent Evaluation Department to reflect its 
more independent status. To strengthen OED’s effectiveness, the review recommended that 
interaction between OED and operations staff be intensified to ensure ownership of evaluation 
results and to accelerate the application of lessons learned. It also recommended a more 
rigorous system for monitoring the progress in implementing OED’s recommendations be put in 
place. The Board approved a revised policy incorporating the review's findings and 
recommendations on 15 December 2009. The new policy became effective on 1 January 2009.  
 
F. Implementing the Paris Declaration on Aid Effectiveness 

47. ADB continues to implement the Paris Declaration on Aid Effectiveness and monitor its 
progress towards achieving the targets. The latest survey conducted in early 2010 showed that 
ADB is on track to meet most targets but needs to improve its performance in the use of country 
procurement systems and program-based approaches. Under the Paris Declaration, ADB and 
other development partners committed to coordinate and harmonize their assistance to increase 
aid effectiveness. Partnerships are being sought at all levels (i.e., country, sector, and project).  
 

Box 4: Enhancing Strategic Partnerships 
 

Example of partnerships at the country level in Tajikistan. The new Country Partnership Strategy 
(CPS), 2010–2014 is aligned with the goals of Strategy 2020 and focused on areas where the Asian 
Development Bank (ADB) can make a substantial difference: energy security, road interconnectivity, and 
private sector development, with regional integration and cooperation as a binding theme. The CPS 
integrates inputs from ADB’s cooperation agreement with other development partners in Tajikistan under 
the Donor Coordinating Council. The council designed a joint CPS, comprising 12 development partners 
and the government, which identifies the sectors that each partner will focus on, along with an action plan. 
The council will allow the development partners more leverage by providing the mechanism to reach a joint 
position on issues.  

 
Example of partnerships at the project and sector level in the Solomon Islands. From 1999 to 2000, 
roads and bridges in the Solomon Islands were severely damaged as a result of ethnic tensions. The ADB-
funded Post-Conflict Emergency Rehabilitation Project reconstructed roads and bridges in a timely 
manner, and strengthened cooperation between the government, ADB, the Australian Agency for 
International Development (AusAID), and the New Zealand Aid Programme on transport development 
in the islands. As a result of the project, traffic flows doubled between 2006 and 2008. The Solomon 
Islands Road Improvement Project followed as the next big roads and bridges rehabilitation project in 
Solomon Islands, with a more integrated approach than its predecessor. Cofinanced by the Government of 
Solomon Islands, ADB, AusAID, the European Union, and the New Zealand Aid Programme, the new 
project is replacing or upgrading about 30 water crossings, reconstructing about 20 kilometers of road, and 
arranging selective road relocations for climate change adaptation across three provinces. Climate change 
adaptation is a key feature of the project. Building on the foundations of an international response to post-
conflict reconstruction, the development of the transport sector has been marked by an increasingly 
coordinated approach among development partners and stronger government partnership that is set to 
continue. By being on the same track, development partners are continuing to help the Solomon Islands 
improve access to essential services and markets. 

 
Source: Asian Development Bank. 
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G. Operating Transparently 

48. Since the approval of its Public Communications Policy (PCP) in April 2005, ADB has 
become much more transparent in how it communicates with the public and shares information 
with its stakeholders. The 2007 Global Accountability Report recognized the PCP as an example 
of good practice, and ADB was ranked as the most transparent of a group of 30 institutions.38 A 
comprehensive review of the PCP was initiated in February 2010, as mandated by the PCP, and 
is expected to be completed in the first quarter of 2011. ADB will also review its translation 
framework in 2011 following the conclusion of the PCP review.  
 
49. Under the PCP, ADB committed itself to conducting perception surveys every 3 years to 
receive feedback from partners and opinion leaders on key development issues in Asia and the 
Pacific, and ADB’s role in fighting poverty in the region. The 2009 survey39 found that the 
overwhelming majority of respondents thought ADB was doing an excellent job in helping its 
member countries meet their development goals and objectives. Most respondents also felt that 
ADB communicated its mission well and was responsive to information requests. Respondents 
also cited some weaknesses that ADB will need to address, including perceptions that it is 
bureaucratic and slow in decision making and project execution and monitoring. Promotion of 
gender equality and governance were also identified as areas where ADB needs work. The 
survey results are used to measure ADB’s performance and provide useful feedback for ADB to 
continue to improve its performance and development effectiveness.  
 
H. Managing Human Resources Better 

50. Through the review of the human resources strategy by external experts in 2008, 
preparation of the human resources action plan in 2009, and the approval of Our People 
Strategy40 and the Human Resource Function Strategic Framework41 in early 2010, ADB has 
made significant progress in implementing human resources reforms. Actions to date include (i) 
strengthening of merit-based personnel policies and practices by opening most vacancies 
simultaneously to internal and external candidates; (ii) implementing a more transparent 
recruitment and promotion system by advertising at least 60%–70% of positions, with the 
remaining vacancies filled through internal selection mechanisms such as lateral movements or 
assignments; (iii) expanding the spouse employment pilot program; (iv) strengthening technical 
capacity by increasing the number of practice leaders and lead specialists; and (v) forming the 
Human Resources Committee of the Board in mid-2009 to oversee human resources matters. 
Initial staff feedback through the 2010 staff engagement survey has been positive. The results 
are being analyzed at the department and division level to identify actions that will improve 
weaker areas.  
 
I. Strengthening Internal Governance and Accountability 

51. ADB has also taken several steps to strengthen internal governance and accountability, 
including (i) the separation of the Integrity Division from the Office of Auditor General, and the 
creation of the Office of Anticorruption and Integrity; (ii) the introduction of new provisions for 
whistleblower and witness protection; (iii) an agreement allowing for cross-debarment among 

                                                 
38 R. Lloyd, J. Oatham, and M. Hammer. 2007. 2007 Global Accountability Report. London: One World Trust. ADB 

was not included in the 2008 version of the report.  
39 ADB. 2010. ADB Perceptions Survey: 2009 Multinational Survey of Stakeholders. Manila. http://www.adb.org/ 
    Documents/Reports/ADB-Perceptions-Survey/2009/fact-sheet.pdf 
40  ADB. 2010. Our People Strategy.  Corrigendum. Manila. 
41  ADB. 2010. Human Resource Function Strategic Paper and Action Plan. Manila. 
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participating MDBs; (iv) a review of disclosure of sanctions; (v) an upgrade of the Risk 
Management Unit to the Office of Risk Management; (vi) an ongoing review of information 
technology governance and organization; and (vii) an ongoing review of the accountability 
mechanism. Although some of these reforms were not explicitly mentioned as key areas of 
reform consolidation in the ADF X donors’ report, they are an important part of ADB’s efforts to 
strengthen its institutional effectiveness. 
 
52. ADB’s consolidation of its reform agenda is progressively being recognized. Research by 
the United Kingdom Overseas Development Institute on recipient stakeholder perceptions 
identified ADB as one of the most effective MDBs along with United Nations Development 
Programme and World Bank.42 A recent World Bank study based on a more comprehensive set 
of indicators of aid quality ranked ADB first among 38 bilateral and multilateral donors in overall 
aid quality.43 ADB welcomes the positive feedback but realizes the task is not complete. In 
response to the 2009 DEfR, a working group has been established to improve project 
implementation; a pilot results delivery scheme has been introduced, linking OCR allocation to 
performance at the departmental level in areas where ADB is underachieving relative to its 
targets (cofinancing, education and gender mainstreaming in operations); senior management 
has met with heads of departments to promote the achievement of gender targets in ADB staff; 
human resources and the administrative budget have been increased substantially to mitigate 
risk of declining operations quality. ADB will continue to monitor closely the implementation of its 
reforms and their overall impact on ADB’s effectiveness through its corporate results framework 
and to report annually through its DEfR.  
 

V. ISSUES IN ADF FINANCIAL MANAGEMENT 

A. Resource Mobilization 

53.  As a result of the global economic crisis, demand for ADF resources has been very 
strong. Based on the ADB Work Program and Budget Framework, 2011–2013, the ADF 
operational program is estimated to reach $12.7 billion for 2009–2012. This amount exceeds the 
resource envelope of SDR7.1 billion ($11.3 billion equivalent)44 agreed upon at the completion of 
the ADF X negotiation in 2008 and includes ADB’s increased assistance to Afghanistan as a 
result of the suspension of the post-conflict assistance phaseout in 2011–2012.45 ADB has 
responded to this strong demand through a partial release of the foreign exchange provision 
($400 million) and an additional net income transfer from OCR ($480 million compared with $346 
million originally planned). Savings and cancellations have further augmented available 
resources. However, the planned operational level may have to be reduced unless delayed 
contribution payments are settled and the amounts withheld from exercising pro-rata rights are 
released. As of September 2010, contributions remaining unpaid from previous and current 
replenishments (ADF VIII, ADF IX, and ADF X) total $525.6 million, while corresponding withheld 
amounts total $220 million. Donors are encouraged to settle the arrears and waive the pro-rata 
rights to enable ADB to continue providing strong support to ADF countries over the remainder of 

                                                 
42 C. Wathne and E. Hedger. 2010. What does an effective multilateral donor look like? Project Briefing. No. 40. April. 

London: Overseas Development Institute. 
    http://www.reliefweb.int/rw/lib.nsf/db900sid/SNAA-84A8WX/$file/ODI%20Project%20Briefing%2040.pdf 
43 S. Knack, H. Roger, and N. Eubank. 2010. Aid Quality and Donor Rankings. Policy Research Working Paper. No. 

5290 WPS. World Bank.  
44 Valued at the ADF X Board Resolution exchange rates and including $0.3 billion (SDR0.2 billion) funds earmarked 

for the TASF. 
45 ADB. 2010. Afghanistan: Proposed Suspension of the Post-Conflict Assistance Phaseout. Manila. 
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the ADF X period. The financing mechanisms to cover the additional resources (about $162 
million) from the suspension of Afghanistan’s post-conflict phaseout are to be considered during 
the ADF X midterm review. 
 
B. ADF Liquidity and Investment 

54. Low interest rates, together with a significant decline in liquidity and a conservative 
investment strategy, add pressure to prospective investment income and the ability to extend 
ADF operational commitments in the future. The dramatic decline in global interest rates has 
steadily decreased investment income since 2007. The 2009 investment returns declined by 
50% compared with the 2007 level.  
 
55. Total liquidity as of 30 June 2010 was $5.5 billion, a decrease of 20% from June 2007, 
when the new financial framework was introduced. Nevertheless, the current balance, which 
represents about 56% of total undisbursed loan and grant balances and about 263% of the 2010 
projected disbursements, is considered prudent. The remaining usable liquidity also declined to 
$558 million from the $600 million original balance because of foreign exchange fluctuations. 
ADB proposes that the remaining usable liquidity be reviewed during the tenth replenishment of 
the ADF (ADF XI) when an extensive review of the liquidity is undertaken.  
 
56. Grants have become an important financing instrument, constituting 29% of total ADF 
assistance in 2009 compared with 15% in 2005. Approved grants during ADF IX and ADF X 
totaled $3.1 billion as of 30 September 2010. This is expected to result in substantial foregone 
reflows of principal and interest of about $3.7 billion, which would compromise the long-term 
financial capacity of ADF. Compensation for grant financing will therefore need to be considered 
at the ADF XI replenishment. 
 
57. ADB is to provide $106.0 million in HIPC debt relief for Afghanistan through a reduction of 
the debt service payment during 2008–2028. Of the total amount, only $4.6 million is to be 
provided during ADF IX and ADF X, which donors considered too small to compensate. 
However, from ADF XI onward, the amount of debt relief will increase significantly, to $24 million 
over ADF XI. Compensation will be proposed for discussion during the ADF XI replenishment.  
 

VI. CONCLUSION 

58. The first 2 years of ADF X have been challenging. The global economic crisis has 
resulted in an unprecedented demand for ADF resources. ADB has been responding to this 
demand by scaling up resources and becoming more flexible and responsive. Despite these 
efforts, demand for ADF resources will continue to be strong to the end of ADF X and beyond, 
driven by the need to accelerate progress toward the MDGs, reduce the significant infrastructure 
gap, support environmentally sustainable growth and invest in climate change adaptation and 
mitigation, and improve food security. Many ADF countries are in a difficult situation with fewer 
resources to meet growing needs. Over the remainder of ADF X, ADB will continue to closely 
analyze and monitor these challenges and help ADF countries address them.  
 
59. Approvals and disbursements have been strong so far under ADF X. Resources have 
been allocated effectively through the PBA system, balancing country needs and performance. 
ADB has been able to simultaneously allocate a greater share of resources to the poorest 
countries and the strong performers. Despite the crisis, ADB has made good progress in 
implementing the ADF X key strategic agenda, particularly in promoting inclusive growth, 
mainstreaming climate change, supporting regional cooperation and integration, and 
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strengthening its support to countries with fragile and conflict-affected situations. These strategic 
priorities remain relevant even after the crisis.  
 
60. Since the completion of the ADF X negotiations, ADB has implemented many initiatives 
to improve its operational effectiveness and has made significant progress in all key reform areas 
identified in the ADF X Donors’ Report. ADB’s consolidation of its reform agenda is progressively 
being recognized.  
 
61. In addition to reviewing the implementation progress made to date under ADF X, ADF 
deputies are asked to consider the following issues: 
 

(i) Financing mechanism for Afghanistan post-conflict phaseout suspension to 
cover the additional resource requirements (about $162 million) in 2011–2012. 
Funding may come from additional donor contributions during ADF X or under the 
ADF XI replenishment. In the latter case, part of the remaining $558 million in 
usable liquidity may be temporarily used to fill the financing gap. ADB proposes 
that its approach to the post-conflict assistance phaseout in Afghanistan be 
reviewed during the ADF XI replenishment.  

(ii) Post-conflict assistance phaseout to Timor-Leste. ADB proposes that the 
financing modality for the post-conflict phaseout assistance to Timor-Leste agreed 
to by donors during the ADF X replenishment, be maintained. Timor-Leste 
currently receives 100% of its allocation as grants. The grant share is to decrease 
to 67% with 33% loans in 2011–2012. No volume discount would be applied to the 
grants because of the country’s post-conflict status. ADB proposes that its 

approach to the post-conflict assistance phaseout in Timor-Leste be reviewed 
during the ADF XI replenishment.  

(iii) Crisis response facility. The need to establish a crisis response facility to 
respond to economic crises and natural disasters requires further study. Drawing 
from recent experiences, ADB seeks donors’ agreement to explore further 
appropriate financing mechanisms to respond more effectively to future disasters. 
More detailed proposals would be presented for discussion during the ADF XI 
replenishment. 

(iv) Remaining Usable Liquidity. ADB proposes that the remaining usable liquidity 
be reviewed during the next replenishment negotiations following a 
comprehensive review of the liquidity framework. 
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ANNUAL GROWTH RATE OF GROSS DOMESTIC PRODUCT 

(%) 
Country Group: DMC 2007 2008 2009 2010a 2011a

Group A: ADF-Only Countriesb 8.3 6.6 6.1 5.3 5.8
Afghanistan 12.1 3.4 22.5 8.9 6.8
Bhutan 13.5 11.8 6.0 7.0 7.0
Cambodia 10.2 6.7 (2.0) 5.0 6.0
Kiribati 0.4 (1.1) (0.7) 0.5 1.0
Kyrgyz Republic 8.5 8.4 2.3 (3.5) 7.0
Lao People’s Democratic Republic 7.8 7.2 6.5 7.4 7.5
Maldives 7.2 6.2 (3.1) 3.5 3.5
Mongolia 10.2 8.9 (1.6) 7.0 6.5
Nauru (27.3) 1.0 0.0 0.0 4.0
Nepal 2.8 5.8 4.0 3.5 4.0
Samoa 6.8 (3.0) (0.8) 0.5 2.0
Solomon Islands 8.7 6.9 0.0 3.5 3.0
Tajikistan 7.8 7.9 3.4 4.5 5.5
Timor-Leste 8.4 12.8 12.2 10.4 7.7
Tonga (1.4) 2.0 (0.4) (1.2) 0.8
Tuvalu 4.9 1.3 1.5 1.6 1.6
Vanuatu 6.8 6.3 3.8 4.0 4.0
            
Group B: Blend Countries 7.5 5.3 3.0 5.5 5.1
Armenia 13.7 6.9 (14.2) 6.4 4.0
Bangladesh 6.4 6.2 5.7 6.0 6.3
Georgia 12.3 2.3 (3.9) 4.5 4.5
Marshall Islands 3.3 (2.0) 0.0 0.5 1.5
Federated States of Micronesia (0.1) (2.9) (1.0) 0.5 1.0
Pakistanc 6.8 3.7 1.2 4.1 2.5
Palau (0.5) (4.9) (2.1) 0.5 2.0
Papua New Guinea 7.2 6.7 4.5 5.5 7.7
Sri Lanka 6.8 6.0 3.5 6.5 7.0
Uzbekistan 9.5 9.0 8.1 8.5 9.0
Viet Nam 8.5 6.3 5.3 6.7 7.0
            
Average (Developing Asia)d 10.1 6.6 5.4 8.2 7.3

( ) = negative, ADF = Asian Development Fund, DMC = developing member country. 
a  Forecasts. 
b  Nauru is excluded from the computation of group averages because gross national income data was unavailable; 

Myanmar is excluded in this table since it currently does not have access to the ADF. 
c  In light of Pakistan’s revisions to the gross domestic product (GDP) series in June 2010, Asian Development 

Outlook GDP growth forecasts are not comparable with current estimates and have been omitted.  
d  This average refers to all DMCs of ADB. 
Sources: (i) ADB. 2010. Asian Development Outlook 2010 Update: The Future of Growth in Asia. Manila; and (ii) ADB 
staff estimates. 
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    Sources: (i) United Nations Economic and Social Commission for Asia and the Pacific, Statistics Division; and (ii) Joint United Nations Programme on HIV/AIDS (UNAIDS). 2008.            
2008 Report on the Global AIDS Epidemic. Geneva.  
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Item
1990 Latest 

(2008)

2015 
Cutoff 
Value

2015 
Projection

Target 
Achieve 1990 Latest

(2008)

2015 
Cutoff 
Value

2015 
Projection

Target 
Achieve 1990 Latest

(2008)

2015 
Cutoff 
Value

2015 
Projection

Target 
Achieve

Population living on less than $1.25 
(PPP) a day (%) 51.53         25.68       25.77    22.47          Yes 60.64     a 29.76    30.32     22.26        Yes 62.66    b 33.85    31.33    24.46      Yes

Children under 5 moderately or severely 
underweight (%) 37.55         29.57       18.77    25.44          No 48.69     a 35.12    24.35     29.85        No 43.02    b 35.42    21.51    30.56      No

Total net enrollment ratio in primary 
education, both sexes 74.85         a 93.73       d 95.00    93.52          Yes 79.70     c 79.86    d 95.00     74.88        No 77.83    b 91.50    d 95.00    94.26      Yes

Pupils starting grade 1 who reach last 
grade of primary, both sexes (%) 79.70         c 79.56       95.00    80.27          No 69.42     c 71.27    95.00     71.74        No 64.78    b 70.68    95.00    73.79      No

Primary education completion rate, both 
sexes (%) 69.74         a 90.82       d 95.00    91.21          No 70.98     a 68.42    d 95.00     66.84        No 51.89    a 70.16    d 95.00    70.85      No

Gender parity index in primary level 
enrollment 0.85           a 1.01         d 0.95      1.08            Yes 0.77       a 0.94      d 0.95       1.04          Yes 0.71      a 0.85      d 0.95      0.96        No

Gender parity index in secondary level 
enrollment 0.72           a 0.99         d 0.95      1.11            Yes 0.76       a 0.93      d 0.95       1.02          Yes 0.57      a 0.77      d 0.95      0.88        No

Gender parity index in tertiary level 
enrollment 0.58           a 0.91         d 0.95      1.05            Yes 0.63       a 0.67      d 0.95       0.69          No 0.44      a 0.52      d 0.95      0.57        No

Women in wage employment in the 
nonagricultural sector (%) 27.78         30.92       … 32.51          No 24.44     25.02    … 25.75        No 29.64    26.88    … 26.47      No

Children under 5 mortality rate per 
1,000 live births 89.54         54.63       29.85    45.87          No 124.01   79.87    41.34     71.99        No 163.82  144.42  54.61    142.59    No

Infant mortality rate (0–1 year) per 
1,000 live births 65.36         41.98       21.79    35.96          No 89.87     60.80    29.96     54.72        No 112.53  98.22    37.51    96.15      No

Antenatal care coverage, at least one 
visit 62.39

a
77.56 95.00 82.49 No 34.09

a
60.33

e
95.00 66.63 No 40.17

a
39.23

e
95.0 41.15 No

Proportion of births attended by skilled 
health personnel 54.20 64.51 … 69.96 No 26.42 41.94

e … 48.51 No 23.12 31.69
e … 38.44 No

Adults (15+) living with HIV (number, 
million) 4.55           4.83         Halt or

reverse … No 0.40       0.62      Halt or
reverse … No 0.18      0.16      Halt or

reverse … No

Women (15+) living with HIV (number, 
million) 1.58           1.69         Halt or

reverse … No 0.10       0.17      Halt or
reverse … No 0.04      0.04      Halt or

reverse … No

Tuberculosis prevalence rate per 
100,000 population 358.84 183.95     179.42  103.77        Yes 502.73   311.57  251.37   202.01      Yes 492.07  295.84  246.04  250.44    Yes

Tuberculosis death rate per 100,000 
population 39.58         22.75       19.79    13.23          Yes 57.63     38.84    28.82     26.70        Yes 55.76    37.08    27.88    30.46      Yes

Land area covered by forest (%) 22.06         21.92        NA 21.85          No 19.92     18.73     NA 17.85        No 17.58    15.36     NA 13.63      No
Protected area to total surface area (%)

7.57           10.16       d  NA 12.56          Yes 3.98       8.63      d  NA 14.42        Yes 3.17      10.82    d  NA 20.48      Yes

Consumption of ozone-depleting 
substances (ODP metric tons) 24,904 7,523  NA 0.00 Yes 572 215  NA 0.00 Yes 53 17  NA 23 Yes

CO2 emissions (metric tons per capita)
1.49           2.79          NA 4.23            No 0.70       0.86      NA 1.18          No 0.79      0.39       NA 0.93        No

Population using improved drinking 
water source, urban (%) 93.38         95.48       96.69    95.67          No 89.95     92.17    94.98     92.03        No 68.14    86.11    84.07    90.10      Yes

Population using improved drinking 
water source, rural (%) 62.28         82.11       81.14    86.65          Yes 66.97     80.09    83.48     83.61        Yes 43.45    63.28    71.73    75.32      No

Population using improved sanitation 
facilities, urban (%) 55.20         62.52       77.60    65.89          No 69.53     72.79    84.76     73.26        No 57.99    68.17    79.00    74.16      No

Population using improved sanitation 
facilities, rural (%) 26.63         40.97       63.32    48.55          No 26.70     48.87    63.35     58.81        No 22.67    35.71    61.33    43.83      No

a 1991 data; b 1992 data; c 1999 data; d 2009; e 2007 data

Asian Development Fund-Only CountriesAsian Development Fund CountriesAsian Development Bank Countries

… = not available, CO2 = carbon dioxide, HIV = human immunodeficiency virus, ODP = ozone depleting potential, PPP = purchasing power parity.
Note: Cutoff value is the absolute value provided by ESCAP that determines whether a country is treated as having achieved one of the Millennium Development Goals since, due to the transformation 
applied in the estimation model used, the 2015 target cannot be reached.
S ( ) S C f f S ( ) / S G S
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ADF COUNTRIES STATUS  
SELECTED MILLENNIUM DEVELOPMENT GOALS TARGETS 
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Group A: ADF‐Only Countries
Afghanistan ▬ ▬ ▬ ▬ ▬ ▬
Bhutan ▬ ▬
Cambodia
Kiribati ▬ ▬ ▬ ▬ ▬ ▬
Kyrgyzstan
Lao PDR
Maldives ▬ ▬ ▬ ▬ ▬
Mongolia
Nauru ▬ ▬ ▬ ▬ ▬ ▬ ▬ ▬ ▬ ▬ ▬ ▬
Nepal ▬
Samoa ▬ ▬ ▬ ▬ ▬ ▬
Solomon Islands ▬ ▬ ▬ ▬ ▬ ▬ ▬
Tajikistan ▬
Timor-Leste ▬ ▬ ▬ ▬
Tonga ▬ ▬ ▬ ▬
Tuvalu ▬ ▬ ▬ ▬ ▬ ▬ ▬ ▬ ▬
Vanuatu ▬ ▬ ▬ ▬ ▬

Group B: Blend Countries
Armenia
Bangladesh ▬
Georgia
Marshall Islands ▬ ▬ ▬ ▬ ▬ ▬ ▬
Micronesia (F.S.) ▬ ▬ ▬ ▬ ▬ ▬ ▬ ▬ ▬ ▬
Pakistan ▬
Palau ▬ ▬ ▬ ▬ ▬ ▬ ▬
Papua New Guinea ▬ ▬ ▬ ▬ ▬ ▬ ▬
Sri Lanka ▬ ▬
Uzbekistan ▬
Viet Nam ▬ ▬ ▬ ▬ ▬

4 5 6 71 2 3

 
 
 

 
 
ADF = Asian Development Fund, CO2 = carbon dioxide, MDG = Millennium Development Goal, ODP = ozone 
depletion potential, Lao PDR = Lao People's Democratic Republic, TB = tuberculosis. 
Source: Asian Development Bank, United Nations Development Programme, and United Nations Economic and 
Social Commission for Asia and the Pacific. 2010. Paths to 2015: MDG Priorities in Asia and the Pacific—Asia-Pacific 
MDG Report 2010/11. Geneva and New York. 
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