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EXECUTIVE SUMMARY  
 

During the negotiations for the ninth replenishment of the Asian Development Fund 
(ADF X), donors emphasized the need for special attention to be paid to fragile and conflict-
affected situations (FCAS). Its Strategy 2020 commits the Asian Development Bank (ADB) to 
seek innovative ways of strengthening the effectiveness of engagement in FCAS, sustaining 
commitments for longer periods, aligning its development assistance with those of other funding 
agencies at strategic and project levels, and pursuing deeper, more flexible, and longer 
engagement in capacity and institutional development.  
 

The ADB approach to FCAS was adopted relatively recently. However, ADB has 
provided timely assistance to many FCAS by focusing on the countries' most urgent needs, by 
working with other development partners, and by increasing ADB's presence in the FCAS. 
ADB’s engagement covers fragile and conflict-affected situations (including those that affect 
only part of a country), sensitive post-conflict transitions, and peace-building situations. The 
ADF support for FCAS, since endorsement of the 2007 approach, was stable and averaged 
18.8% of total ADF funding, more than half of which was provided to Afghanistan. ADF grants to 
FCAS were $1,228.5 million, more than 70% of which was for Afghanistan. Technical 
assistance (TA) grants to FCAS totaled $95 million and focused primarily on infrastructure and 
public sector management.  
 

Most of ADB’s current fragile situations are in the Pacific, where ADB's harmonization 
with its major development partners—Australian Agency for International Development 
(AusAID), New Zealand Aid Programme (NZAID), and the World Bank—has strengthened in 
recent years and its field presence has increased. ADB's understanding of the countries’ context 
and political economy has also improved, leading to more effective pilot approaches to capacity 
development, including community-driven interventions. ADB has supported strong advances in 
public sector reform and strengthening of public services, including outsourcing and regional 
activities in these fragile countries. 
 

ADB engagement in post-conflict Afghanistan is guided by the Afghanistan country 
partnership strategy (CPS), 2009–2013, which is aligned with government’s priorities. It focuses 
on three sectors: energy, transport, and irrigation and water resources management. 
Investments in these sectors are critical for economic growth, employment creation, improved 
livelihoods, reconstruction, and long-term stability. Three ADB multitranche financing facilities 
provide flexibility, critical mass, and an opportunity to combine physical with nonphysical 
investments. Operations in Afghanistan require innovative approaches, including simplified 
business processes, contracting and contract management outsourcing, and more appropriate 
contracting modalities, accompanied by strong fiduciary oversight measures. 
 

In Sri Lanka, there is a situation of fragility in part of the country, so a conflict risk 
assessment is undertaken for all ADB projects in the conflict-affected areas. This has helped 
ADB to maintain project implementation during the conflict. ADB coordinates closely with its 
development partners on strategies for assessing and addressing the humanitarian and 
development needs of Sri Lanka, in line with the government’s national and provincial 
development plans and priorities.  
 

In post-conflict Nepal, a conflict-sensitive approach has been the key to effective and 
safe project implementation. ADB coordinates with its development partners, including 
participating in multi-donor sector-wide approaches and joint financing. ADB, the Department for 
International Development (DFID) of the United Kingdom, and the World Bank have jointly 
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reviewed strengthening of public finance management. ADB, DFID, Japan International 
Cooperation Agency (JICA), and the World Bank conduct annual joint portfolio performance 
reviews with the government.  
 

The Greater Mekong Subregion (GMS) Program has brought substantial economic 
benefits by increasing cross-border trade and helping to reduce poverty. Through the 
strengthening of economic links among the GMS members, the GMS Program helped raise the 
opportunity cost of conflict in the subregion. The Lao People's Democratic Republic, a small 
landlocked country, has been a major beneficiary of GMS regional cooperation, which helped it 
to connect with its neighbors and expand its market access.   

 
ADB’s FCAS steering committee provides regular guidance on ADB engagement in 

fragile and conflict-affected situations. Technical assistance to support ADB’s engagement in 
FCAS was approved in 2009. Field presence has been increased, especially in the Pacific. ADB 
has also enhanced the relocation and benefits package to staff assigned in field offices and 
hardship locations. 

 
The lessons learned from ADB’s approach to FCAS were evaluated in a special 

evaluation study by the Independent Evaluation Department. The study concluded that the 2007 
approach had been relevant and was needed. While the two pillars of ADB’s approach—
selectivity and strategic partnerships—were not necessarily a key feature of the CPSs of many 
FCAS, country programs were more selective than country strategies. ADB provided timely 
assistance to many FCAS, focusing on key areas, working with other partners, and increasing 
presence on the ground. The study recommended that the approach be fine-tuned to provide a 
long-term framework to minimize implementation issues through flexibility in project design, 
including midterm adjustments, and to build in longer-term programmatic approaches.  

 
ADB will focus on consolidating and mainstreaming elements of the approach that have 

proven effective in FCAS. These include (i) sustaining field presence and deepening longer-
term commitments, (ii) broadening efforts to develop capacity, (iii) intensifying strategic 
partnerships, and (iv) targeting specific technical assistance needs. These activities will help to 
integrate the FCAS approach into the ADB mainstream by the end of the ADF X cycle. 

 



 

 

I. INTRODUCTION 

1. During the Asian Development Fund (ADF) X negotiations, donors emphasized the need 
for special attention to be paid to fragile and conflict-affected situations (FCAS).1 The Asian 
Development Bank (ADB) recognizes the challenges of achieving aid effectiveness in FCAS.2 
Strategy 2020 reinforces ADB’s commitment to FCAS, emphasizing that it should employ 
innovative means to strengthen the effectiveness of country-led models of engagement, sustain 
commitments for longer periods, align development assistance with other funding agencies at 
strategic and project levels, and pursue deeper, more flexible, and longer engagement in 
capacity enhancement and institutional development.3 This paper describes ADB’s engagement 
with FCAS and considers the way forward.  
 

II. FRAGILE AND CONFLICT-AFFECTED SITUATIONS 

A. ADB’s Approach to Engaging with FCAS 

2. Key elements. In 2007, ADB adopted a framework for guiding, planning and 
implementing ADB’s approach to engaging with FCAS, including a methodology for identifying 
them (footnote 2). The approach is aligned with the Organisation for Economic Co-operation 
and Development (OECD) Principles for Good International Engagement in Fragile States4 and 
has two pillars: (i) selectivity and (ii) strategic partnerships. The approach also highlights the 
need for flexible institutional responses and modalities, working with parallel institutions such as 
civil society groups, adjusting staffing levels, and strengthening incentives to enhance staff 
motivation to work and locate in FCAS.  
 
3. Options. The 2007 approach acknowledges that modes of engagement should be 
tailored to the specific needs of countries deemed to be weakly performing according to country 
performance assessments (CPAs) or those that show signs of fragility. This approach provides 
a framework for planning and implementing interventions and offers a menu of options allowing 
ADB to operate more flexibly. The governing principles and elements of ADB’s approach are 
applicable to some extent in most FCAS. However, there is considerable variation in terms of 
political economy, development needs, capacity constraints, and reform orientation. It is 
important to determine, in any particular country, which elements are most relevant. Examples 
of ADB’s implementation of the approach are given in Section III. 
 

                                                 
1  ADB. 2008. Ninth Replenishment of the Asian Development Fund and Fourth Regularized Replenishment of the 

Technical Assistance Special Fund. Manila. The FCAS steering committee, chaired by the director general of the 
Strategy and Policy Department and composed of ADB's heads of departments, agreed in June 2008 to replace 
the term “weakly performing countries” by “fragile and conflict-affected situations,” in line with usage at the 
Organisation for Economic Co-operation and Development and the World Bank and in line with the multilateral 
development bank (MDB) working group's 2007 recommendation endorsed during a meeting of the heads of MDBs. 

2  ADB. 2007. Achieving Development Effectiveness in Weakly Performing Countries: The Asian Development Bank’s 
Approach to Engaging with Weakly Performing Countries. Manila. Available at http://www.adb.org/ 
Documents/Policies/Achieving-Development-Effectiveness/SecM30-07.pdf. The indicative FCAS list determined at 
the end of 2006 using CPA results for 2004–2006 was used for operations in 2007 and to draft the 2007 ADB 
approach. The classification became effective in May 2007. In this paper, the year 2006 and the 2006 FCAS list are 
used as a baseline. 

3  ADB. 2008. Strategy 2020. The Long-Term Strategic Framework of the Asian Development Bank 2008-2020. 
Manila. Available at http://www.adb.org/Strategy2020/. 

4  OECD Development Assistance Committee. 2005. Principles for Good International Engagement in Fragile States. 
Paris.  



2 

B. Fragile and Conflict-Affected Situations  

4. ADB identification of FCAS is based on CPA rankings and conflict considerations.5 
Based on CPA exercises, since endorsement of the 2007 approach, 11 or 12 countries each 
year have been classified as FCAS. In other words, between 50% and 60% of the ADF-only 
eligible countries—countries that have access only to ADF—have been identified as FCAS, and 
between 40% and 50% of all developing member countries (DMCs) with ADF access have been 
identified as FCAS. 6  Since the classification became effective, Lao People’s Democratic 
Republic (PDR), Nepal, Tajikistan, and Uzbekistan have exited FCAS status, while the 
Federated States of Micronesia (FSM), Nauru, Palau, and Tuvalu have entered FCAS status. 
Azerbaijan voluntarily opted out the CPA exercise. Afghanistan, Kiribati, Papua New Guinea 
(PNG), Republic of the Marshall Islands (RMI), Solomon Islands, Timor-Leste, and Vanuatu 
remained classified as FCAS. Out of the 11 current FCAS, 10 are Pacific DMCs. Afghanistan is 
the other FCAS (Appendix 1).7 
 
C. Assistance to Fragile Situations 

5. Lending and grant assistance to FCAS, since endorsement of the 2007 approach, 
averaged $347.6 million per year, about 3.4% of total OCR and ADF lending (Appendix 2, Table 
A2.1). The overall share of ADF funding to FCAS has been stable at about 18.8%, averaging 
$438.5 million per year (Appendix 2, Figure A2.1). Afghanistan (a post-conflict country) received 
9.9% of this concessional funding and significant proportions also went to Nepal (3.0%) and 
PNG (2.8%)—Appendix 2, Figure A2.2. Total ADF grant financing to FCAS was $1,228.5 million, 
with more than 70% provided to Afghanistan.  
 
6. Over the same period, technical assistance (TA) grants to FCAS amounted to  
$94 million or about 16.1% of the value of total TA grants to DMCs (Appendix 2, Table A2.1 and 
Figure A2.3). Two post-conflict countries—Afghanistan (17.8%) and Timor-Leste (18.9%)—
received the largest proportion of TA grants to FCAS.  Nepal (14.4%), PNG (13.4%), and Lao 
PDR (9.3%) also received significant proportions. ADB’s work program and budget framework, 
2008−2010 indicated ADB’s commitment to increase the allocation of TA resources to FCAS by 
20% compared with 2004−2006. The emphasis was on strengthening engagement in strategic, 
long-term TA operations in FCAS, with particular attention for capacity development.8 Non-
project-preparatory TA to FCAS amounted to $32 million, in 2009 compared with an average of 
$18 million over the 2004-2006 period. The primary focuses of the TA to FCAS were 
infrastructure, water, and energy, and these accounted for nearly 58% of the overall assistance 
(Appendix 2, Figure A2.4). There was also a strong emphasis on public sector management 
(18.2%) and agriculture (7.8%).  
                                                 
5  ADB. 2008. Refining the Performance-Based Allocation of Asian Development Fund Resources. Manila.  

Available at http://www.adb.org/Documents/Policies/ADF/Performance_Based_Allocation/Refining-Performance-
Based-Allocation.pdf. To be classified as fragile and/or conflict-affected situations, DMCs are either ranked in the 
4th or 5th quintiles on CPAs for 2 of the most recent 3 years, or considered to be in conflict or post conflict 
situations (in line with the International Development Association (IDA) consideration for post-conflict, such as (i) 
sufficient reduction of conflict to allow implementation of IDA-supported activities; (ii) reasonable expectation of 
continued stability; (iii) presence of an effective government counterpart; and (iv) evidence of strong international 
cooperation). There was no classification before 2006. 

6  These identifications are not intended to impair in any way a DMC’s position as a member of ADB. Instead, the 
designation of weak performance or fragility is intended to draw attention to the challenges the country faces and to 
improve the effectiveness of ADB assistance in terms of equity and development objectives. 

7  Afghanistan, Timor-Leste, Kiribati, Lao People’s Democratic Republic, Papua New Guinea, Solomon Islands, 
Uzbekistan, and Vanuatu were listed as fragile states in 2009 by the World Bank (IDA15 Mid-Term Review. IDA’s 
Support to Fragile and Conflict Affected Countries: Progress Report 2007 to 2009. IDA. November 2009). 

8  ADB. 2007. Work Program and Budget Framework, 2008–2010. Manila.  
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7. Fluctuations in ADF allocations to FCAS have mainly been due to the exit of the large 
countries from FCAS status. Overall assistance to individual countries has increased and more 
resources have been allocated to smaller countries (Appendix 2, Table A2.2). Pacific FCAS 
benefit from higher allocations as 4.5% of ADF has been earmarked for the Pacific. Afghanistan 
benefits from higher allocations because of its post-conflict status. 9  More emphasis on 
partnerships and lessons learned from successful ADB activities in FCAS have triggered 
cofinancing from development partners, amounting to $181 million since endorsement of the 
2007 approach.  

III. DIFFERENTIATED APPROACHES  

8. This section highlights some of the achievements and experiences of ADB operations in 
selected FCAS since endorsement of the 2007 approach. The ADB approach to FCAS was 
adopted relatively recently. However, ADB has provided timely assistance to many FCAS, 
focusing on key areas needing attention, working closely with other partners, and increasing its 
field presence. ADB’s engagements range from fragile to conflict-affected situations, and 
include subnational situations of fragility, sensitive post-conflict transitions, and peace building. 
Most of ADB’s current fragile situations are located in the Pacific. Its engagement in post-conflict 
situations is illustrated by its operations in Afghanistan. Sri Lanka shows how elements of the 
ADB’s approach have been used in part of a country. ADB’s experience in Nepal demonstrates 
how it recognizes the spectrum of performance and fragility in a sensitive post-conflict transition. 
This section also includes an overview of how Lao PDR, a small landlocked country, benefited 
from the Greater Mekong Subregion (GMS) Program.10 
 
A.  Progress in Fragile Situations in the Pacific 
 
9. Fragile situations in Pacific DMCs. ADB’s Pacific Approach, 2010–2014 11 
distinguishes four major types of FCAS: (i) small isolated markets with limited natural resources 
and infrastructure; (ii) policy formulation weakened by underdeveloped political and social 
systems; (iii) weak social, political, and security systems affecting delivery of essential services; 
and (iv) high vulnerability to climate change and risks of natural disasters.12 In response to these 
challenges and based on the framework of the ADB approach to FCAS, efforts have been made 
to improve understanding of the countries’ context, to raise capacity for core government 
functions, and to build a functioning private sector. This has been complemented by closer 
partnerships with development partners and through increased field presence.  
 
10. Capacity development. To strengthen its support for capacity development, ADB 
undertook detailed assessments of capacity and strengthened projects’ quality at entry through 
the adoption of eight principles of capacity development. 13  This has helped align all 
                                                 
9  The ADB Board of Directors recently approved a temporary suspension of Afghanistan’s phaseout from post-

conflict assistance to provide Afghanistan with a sustained high level of resources in this critical period. ADB. 2010. 
Afghanistan: Proposed Suspension of the Post-Conflict Assistance Phaseout. Manila. (http://www.adb.org/ 
Documents/Policies/afg-post-conflict-assistance/afg-post-conflict-assistance.pdf). 

10  The GMS comprises Cambodia, the People's Republic of China (Yunnan Province and Guangxi Zhuang 
Autonomous Region), Lao People's Democratic Republic, Myanmar, Thailand, and Viet Nam. 

11  ADB. 2009. ADB’s Pacific Approach 2010-2014. Manila.  
12  “Strengthening Fragile Situations” (Appendix 1) in ADB’s Pacific Approach, 2010–2014 (footnote 11); based on 

OECD Principles for Good International Engagement in Fragile States; and ADB. 2007. Achieving Development 
Effectiveness in Weakly Performing Countries. Manila. 

13  ADB. 2008. TA Capacity Principles Checklist. Manila. Questions cover the potential for outsourcing, strengthening 
core government functions, design and monitoring framework, exit strategy and duration, demand for assistance, 
dimensions of capacity development, consultation and participation, dissemination of findings and change 
management. 
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interventions to the special capacity development needs of Pacific FCAS. ADB has begun a 
series of assessments of public sector capacity, starting with FSM, Palau, and Solomon Islands. 
Studies in political economy are now being undertaken, beginning with Kiribati in 2009.  In 2009, 
ADB commissioned a major regional study of political economy in the Pacific,14 which will 
provide practical directions for future ADB assistance. A study of governance and political 
economy is being carried out in PNG to support the new CPS. Assessments of poverty and 
hardship in the Pacific 15  have helped raise ADB’s understanding of the region’s binding 
constraints.  ADB has also supported civil society engagement in development processes and 
policy formulation in the Pacific FCAS through a series of regional TA projects16 which are 
expected to continue. 
 
11. Governance. ADB has long assisted Pacific DMC governments to strengthen core 
functions of government and to outsource delivery of public services where viable. 
Acknowledging the specific needs of FCAS, ADB assistance now helps countries to facilitate 
consensus building and greater community involvement through (i) including more people 
through better public sector management and delivery of basic education; (ii) undertaking 
demand-side formulation of plans and programs to raise ownership; and (iii) strengthening 
consultation and building demand and ownership for reforms e.g., national policy formulation for 
Nauru’s National Sustainable Development Strategy; the creation of Tuvalu’s outer island 
“Falekaupule Trust Fund;” and policy reform in RMI, including youth welfare, fisheries 
development, and solid waste disposal.17 Outsourcing services to nongovernment entities has 
been effective, e.g., solid waste collection in Kiribati and RMI, private sector participation in 
health service in PNG, youth welfare in RMI, and road construction and maintenance in 
Solomon Islands and Timor-Leste. Regional responses to Pacific DMCs’ fragility have included 
the Pacific Regional Audit Initiative, Pacific Aviation Safety Office, Pacific Region Infrastructure 
Facility and Pacific Infrastructure Advisory Center, and Pacific Economic Management 
Technical Assistance.18 Strengthening of core government functions has been supported by 
cross-cutting good governance initiatives, including the establishment of the Public Policy 
Institute in RMI 19  and improved accountability, transparency, and participation in the Cook 
Islands, Samoa, and Tonga.  
 
12. Private sector. Establishing an enabling environment for the private sector so it can 
contribute to poverty reduction presents particular challenges in fragile situations in the Pacific 
                                                 
14  The Pacific political economy research covers 13 case studies. As of mid-June 2010, all studies had been 

completed and a summary of findings was being prepared. 
15 ADB. 2004. Hardship and Poverty in the Pacific. Manila; and ADB. 2008. Pacific Capacity Development Study, 

Learning from Success. Manila.  
16 ADB. 2005. Technical Assistance for Strengthening Pro-Poor Policy in the Pacific. Manila (TA 6245-REG); ADB. 

2006. Technical Assistance for Pilot Strengthening of Civil Society Participation in Development in the Pacific. 
Manila (TA 6319-REG); and ADB. 2008. Technical Assistance for Strengthening Pacific Economic Analysis and 
Policy Development. Manila (TA 6463-REG). 

17 See: ADB. 2009. Strengthening Pacific Fragile States. The Marshall Islands Example. Manila; ADB. 2008. Pacific 
Choice. Fishing for Development. Manila; ADB. 2008. Pacific Choice. Responding to the Youth Crisis. Manila; ADB. 
2008. Supporting Community-Based Capacity Development. Manila; ADB. 2008. Pacific Choice. Building Capacity 
Through Participation. Nauru National Sustainable Development Strategy. Manila. Also: ADB. Forthcoming. 
Transparency to the People. Manila. 

18 ADB. 2008. Technical Assistance for the Pacific Financial Technical Assistance Centre 2008-2011. Manila (TA 
6466-REG); ADB. 2009. Technical Assistance for Aviation Legislative and Regulatory Review (Supplementary). 
Manila. (TA 6259-REG); ADB. 2008. Technical Assistance for Strengthening Governance and Accountability in 
Pacific Island Countries (Phase 2). Manila (TA 6499-REG); ADB. 2008. Technical Assistance for the Establishment 
of the Pacific Infrastructure Advisory Center. Manila (TA 6522-REG); and ADB. 2009. Technical Assistance for 
Pacific Economic Management (TA 7280-REG). 

19 ADB. 2007. Technical Assistance for Building Capacity for Independent CPS and CPA Results Management - A 
Pacific Pilot. Manila (TA 4883-RMI). 
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because of countries’ small and remote markets, their domination by public and private 
monopolies, and weak incentives for businesses. Efforts to improve private sector environments 
in Pacific DMCs have been underway for some time, including improvements to the legal 
enabling environment for business, state-owned enterprise reform, public–private partnerships, 
and access to finance. Microfinance activities have proven effective and significant progress has 
been achieved in PNG, Timor-Leste, and Vanuatu. Reforms have provided alternatives to the 
use of land as collateral for borrowing in FSM, Solomon Islands, and Vanuatu. AusAID has 
provided significant support to these efforts through both the Private Sector Development 
Initiative (PSDI) and the recently approved PSDI Phase II.20 Recently, the ADB Private Sector 
Operations Department has also refocused its attention on the Pacific to help catalyze 
investment.  
 

 
 
13. Partnerships. Expanded partnerships with its major development partners in the 
Pacific—led by AusAID, NZAID, and the World Bank—are strengthening the effectiveness of 
ADB assistance to Pacific DMCs. ADB has also strengthened relationships with the major 
regional agencies; the Pacific Islands Forum Secretariat and the Secretariat of the Pacific 
Community. ADB is developing partnerships in the Pacific with the governments of India, Japan, 
Republic of Korea, People’s Republic of China, United States, and others. Such cooperation 
works particularly well when the government leads the partnership (e.g., in Samoa, Tonga, and 
Tuvalu). Increasing engagement with, and development of, civil society has also helped address 
the challenge of weak social, political, and security systems through community-driven 
interventions, e.g., ADB and AusAID assistance to the Government of Nauru, which helped 
engage civil society in drafting the first national development plan. Other successful community-
driven interventions include the ADB program in RMI (Box 1) and civil society participation in the 
public sector management programs in FSM. 
 
14. Field presence. ADB has increased its field presence in the Pacific by opening offices in 
Timor-Leste (2000), PNG (2003), Fiji Islands (2004), and Sydney, Australia (2005). ADB has 

                                                 
20 ADB. 2006. Technical Assistance for Private Sector Development Initiative. Manila (TA 6353-REG); ADB. 2009. 

Technical Assistance for Private Sector Development Initiative (Supplementary). Manila (TA 6353-REG); ADB. 
2009. Technical Assistance for Pacific Private Sector Development Initiative Phase II. Manila (TA 7430-REG). 

Box 1: Support for Public Sector Reform in the Republic of the Marshall Islands. 
 

An ADB special evaluation study on public sector reforms in the Pacifica highlighted that in Republic of 
the Marshall Islands (RMI) community and inter-governmental consultations had not been effective. 
These findings were considered in the preparation of the new public sector program.b RMI and ADB 
agreed to organize a public consultation program (PCP) that adopted a participatory approach to 
assess potential options to help RMI, such as: (i) achieving optimal size of the public sector, 
(ii) reducing subsidies to state-owned enterprises; (iii) improving the efficiency of the government 
finance and budget processes; and (iv) improving data for economic planning and monitoring. The 
PCP was carried out in 2009 and gathered inputs from various stakeholders to sharpen the reform 
focus through bottom-up consultations. Findings were posted on the government website and the local 
radio station aired live sessions, making the government decision process more transparent. The PCP 
has also been endorsed by development partners and a first coordination meeting is scheduled in 
October 2010, led by ADB, with participation by the EU, the IMF, the World Bank, United Nations 
agencies, and representatives of Australia, Japan, Taipei,China, and the US. 
 
a  ADB. 2009. ADB Support for Public Sector Reforms in the Pacific: Enhance Results through Ownership, Capacity, and 

Continuity. Manila. 
b   ADB.  2010.  Report  and  Recommendation  of  the  President to the Board of Directors on a Proposed Program Cluster and 

Loan for Subprogram 1 and Technical Assistance Grant to the Republic of the Marshall Islands for the Public Sector 
Program. Manila. 
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also set up joint offices with the World Bank in Samoa (2009), Solomon Islands (2008), and 
Tonga (2009). ADB opened a new office in Vanuatu with the World Bank in May 2010 and 
communications coordinators have been assigned in the FSM and RMI.  
 

 
 
15. ADB’s greater field presence coupled with more sustained engagement and long-term 
support has been a feature of ADB-funded programs in the transport sector in Solomon Islands 
and Timor-Leste. More flexible long-term project financing has been made possible through 
multitranche financing facilities (MFFs) and cluster TA. MFFs have been used for road 
construction and civil aviation in PNG (Box 2), 21  and cluster TA for Pacific Economic 
Management and the Economic Recovery Support Program. Other flexible financing has also 
been made possible through the Pacific Climate Change Trust Fund. 
 
B. Engagement in Post-Conflict Afghanistan  

16. Security. The security situation has deteriorated rapidly over recent years, affecting 
ADB project processing and implementation. A major problem in the processing stage is the 
difficulty of visiting project sites to undertake in-depth consultations with beneficiaries and to 
carry out technical, commercial, financial, legal and other due diligence. This makes it difficult to 
comply with ADB standard project processing policies and procedures, particularly social and 
environmental safeguards. During implementation, insecurity has reduced the interest of 
contractors and consultants in working with ADB. A combination of security and other factors 
(e.g., inappropriate procurement packaging and inadequate contracting modalities) means most 
projects have attracted only one bidder. In most cases, these have been lower tier groups, 
bidding close to or even higher than the approved financing by ADB. The record is slightly better 
with consultants, but it remains difficult to involve top firms in ADB’s work. Lack of competition 
has increased costs and affected quality and delivery timelines. 
 
17. Security arrangements needed to execute projects are becoming expensive and 
complex. Most operations require detailed assessments upfront, backed by action plans 
involving a range of agencies, including the Ministry of Interior, provincial and municipal bodies, 
community groups, private security contractors, and, in exceptional cases, international security 

                                                 
21 ADB. 2008. Report and Recommendation of the President to the Board of Directors on a Proposed Multitranche 

Financing Facility to Papua New Guinea for the Highlands Region Road Improvement Investment Program. Manila 
(Loans 2496/2497-PNG); and ADB. 2009. Report and Recommendation of the President to the Board of Directors 
on a Proposed Multitranche Financing Facility to Papua New Guinea for the Civil Aviation Development Investment 
Program. Manila (Loans 2588/2589/2590-PNG). 

Box 2: Safe and Efficient Air Services for Papua New Guinea  
 

Papua New Guinea (PNG) exhibits remarkable ethnic and geographic diversity, including over 800 
distinct language groups separated by rugged mountains, huge river systems, and seas. Successive 
governments have struggled to translate PNG’s abundant natural resources into decent livelihoods 
and basic services for the population. Unreliable and inefficient transport services are a binding 
constraint on growth. The ADB-funded Civil Aviation Investment Program (CADIP; footnote 21) will 
result in safer, more efficient, and more accessible all-weather air transport services across all PNG 
provinces. CADIP investments will restore and improve infrastructure at all 21 national airports. 
Several CADIP design elements address fragility in PNG. CADIP follows a long-term, programmatic 
approach, with a multitranche financing facility providing investment funding for over 10 years. As a 
result of the major institutional reforms supported by the project, dedicated operational units will be 
better able to manage airports, air traffic services, airport property, and regulatory services. This 
institutional reform is closely coordinated with the long-term support provided by AusAID.  
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forces. ADB has had to finance placement costs of the personnel of the Ministry of Interior, 
including transport, food and shelter. ADB does not use private security firms for its projects and 
avoids using local militias. In Kabul, ADB operates an advisory service to help ADB staff, 
consultants and contractors. These advisors contribute to the definition of security plans. Lately, 
ADB has also had to engage the services of a private security group to guard the resident 
mission in Kabul and the staff residence (a UN requirement).  
 
18. To implement projects in such a difficult setting, new thinking has been encouraged, 
including the use of special funds to support community-related works alongside the main ADB-
funded projects (e.g., roads). These community programs are being structured around the work 
of provincial reconstruction funds. The funds will be used to repair basic amenities and services 
(e.g., water, schools, and roads). ADB will also call on contractors to employ community 
workers in the current projects and introduce training programs.  
 
19. Regional cooperation. Regional cooperation features prominently in ADB's Afghanistan 
program. Afghanistan is a transit country for Central Asian and South Asian trade, a member of 
the Central Asia Regional Economic Cooperation Program (CAREC), and a member of the 
South Asia Regional Economic Cooperation Program (SAARC). Physical investments in 
improving connectivity are going relatively well, but the establishment of cross-border 
agreements, “single windows” and border point infrastructure lags behind. This limits trade, 
efficiency, and ultimately investment and jobs. More investments in transport infrastructure are 
needed, in particular the completion of the ring road around the Bagdis province and the 
rehabilitation of regional airports. The construction of a railway line from Hairatan to Mazar-e 
Shariff will boost trade and logistics in the north of the country and beyond (Box 3). Energy 
security and energy trade is another feature of the CAREC program and will lead to benefits to 
Afghanistan in the form of electricity from Uzbekistan. A transmission line from Tajikistan is also 
under construction. The irrigation program in the north will contribute to farm productivity and 
production, as well as to better water resources management.  
 
20. Innovative approaches. New approaches are needed with respect to safeguards, 
procurement, contracting modalities and project management. Indeed, the standard project 
processing and implementation approaches do not work in the current Afghan environment.  
 
21. Safeguards. Safeguard compliance is challenging, largely because ADB teams are 
unable to conduct proper consultations without security cover. Future contracts will need to 
include design and build features to allow safeguard teams to complete the consultation process 
while the design work is being undertaken. This approach has major benefits: (i) the alignment 
of projects will be known upfront, leading to more targeted and comprehensive consultations; 
and (ii) the action plans to mitigate risks will be more realistic. ADB teams will be protected by 
the contractor’s security teams while this work is carried out. The rest of the safeguard 
compliance will be executed during the construction stage, when the contractor’s security cover 
will be the highest. This is also the stage when community development components can be 
structured and implemented, reducing the risk to the teams and increasing the depth and quality 
of the work.  
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22. Procurement. Procurement rules are flexible but the interpretation of these rules can be 
inflexible. Under some circumstances, the ADB procurement rules already allow direct awards 
and restricted tenders, but in practice, the procurement approach taken has been almost 
identical to that followed in all other countries. In Afghanistan, this has resulted in high costs, 
slow project implementation, and limited or no competition among contractors. Therefore, there 
is a need to explore the use of turnkey contracts, each backed by fixed execution periods and 
appropriate premiums and penalties. The objective of these contracts is to build projects on time, 
within budget and to the highest standards. The Hairatan to Mazar-e-Sharif railway line shows 
how a different contracting modality and different terms and conditions can make a real 
difference to timelines and quality. This project is being built ahead of schedule and to the 
prescribed quality standards. This is the only project to be executed on time in Afghanistan.  
 
23. Outsourcing. Outsourcing the contracting process (bidding, evaluations, and awards), 
payment certifications, and project management (or supervision work) is another way of 
delivering projects successfully. Asking government agencies to execute administrative tasks in 
support of project implementation has been ineffective and inappropriate. Government agencies 
(and ADB capacity building support) should focus on policy, strategy, planning and oversight. 
Project management (including preparation and evaluation of bidding documents, and 
managing the contracts) is not an activity that government can perform well in Afghanistan 
currently. The best way to ensure sound project management and strong fiduciary oversight is 
to outsource these functions to professional teams.  
 

Box 3: The First Afghanistan Railway:  
Promoting Economic Development for Landlocked Afghanistan  

 

The ADB-funded Hairatan to Mazar-e-Sharif Railway Projecta aims to boost freight volumes, lower 
costs, and raise the profile of Afghanistan as a 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 Cooperation Program (CAREC) and is the first phase of a larger rail 
network planned under CAREC 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 and almost half of Afghanistan's total imports of key commodities, including oil and fuel, 
wheat and flour, fertilizer, construction materials, agricultural, and off-highway equipment. The railway 
will connect with Mazar-e-Sharif airport, which has been expanded with German assistance, and the 
Afghan Ring Road, which has been rehabilitated under 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 on the Proposed Asian Development 

Fund Grant to Afghanistan for the Hairatan to Mazar-e-Sharif Railway Project. Manila (Grant 0161-AFG). Details at 
http://www.adb.org/projects/project.asp?id=42533&p=afgproj.   

b   ADB. 2003. Report and Recommendation of the President to the Board of Directors on a 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 on a 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 on a 
Proposed Asian Development Fund Grant to Afghanistan for the Qaisar-Bala Murghab Road Project. Manila (Grant 0012); 
and ADB. 2007. The Report and Recommendation of the President to the Board of Directors on the Proposed Asian 
Development Fund Grant to Afghanistan for the Road Network Development Project 1. Manila (Grant 0081-AFG). 
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C. Support to Conflict-Affected Areas in Sri Lanka 
 
24. Post-conflict challenges. Sri Lanka has recently emerged from nearly 30 years of civil 
war, and its Northern Province is a post-conflict region exhibiting fragility. Much of the 
infrastructure and many economic assets in the north were destroyed or heavily damaged in the 
fighting, and more than half a million people were displaced over the course of the conflict which 
claimed at least 70,000 lives. In the conflict-affected areas, the public administration currently 
lacks the capacity to cope with the many short- and medium-term challenges that face it, not 
least the resettlement of the 300,000 internally displaced persons. The ADB response has 
adopted a conflict-sensitive approach and focuses on post-conflict reconstruction and capacity 
building, closely aligned with government priorities and coordinated with international 
development partners. 
 
25. Country partnership strategy. The Sri Lanka CPS, 2009–2011 was drafted against the 
background of the resurgent conflict from 2006 onwards. Conflict sensitivity was a core element, 
coupled with a flexible approach to working in conflict-affected areas. Because of the uncertain 
situation, the CPS had a 3-year rather than a 5-year time horizon.  
 
26. Post-conflict reconstruction. The needs of the population and areas affected by the 
conflict are huge. A key part of ADB support is a $150 million Conflict-Affected Region 
Emergency Project approved in April 2010 and prepared under the ADB Disaster and 
Emergency Assistance Policy 22  to assist post-conflict reconstruction. This is a multisector 
project that covers transport, power, water supply, social infrastructure, and restoration of public 
administration. In addition, ADB is moving forward on a number of other projects in Northern 
and Eastern Provinces, such as the Jaffna Water Supply Project. These projects are closely 
coordinated with UN agencies, the World Bank, Japan International Cooperation Agency (JICA) 
and other development partners.23 
 
27. Others ADB initiatives include the North East Coastal Community Development 
Project, 24  a $154 million road connectivity project to restore transport infrastructure in the 
Northern Province and establish key connections to the region through North Central Province. 
Supplementary financing has also been provided to the ongoing North East Community 
Restoration and Development Project II (Box 4). ADB has also disbursed short-term cash grants 
to more than 30,000 returning internally displaced families who left because of the fighting of 
2008–2009. 25  These small household grants have been closely coordinated with similar 
initiatives by the World Bank, UN High Commission for Refugees, and the government of Sri 
Lanka. 
                                                 
22  ADB. 2010. Conflict-Affected Region Emergency Project. Manila.  ADB. 2004. Disaster and Emergency Assistance 

Policy. Manila. (http://www.adb.org/Documents/Policies/Disaster_Emergency/default.asp). Many conditions that 
require attention in the pre-impact/disaster risk reduction and in fragile situation are similar (e.g., the importance of 
risk management and vulnerability assessment, early warnings, risk reduction, preparedness and preventive 
measures, organized responses at local and national levels, and clear understanding of the roles of the 
international community).  

23 For example, one component of the CARE project includes reconstruction of several court complexes in the North.  
ADB will fund the construction of the buildings, while the United Nations Development Program (UNDP)—under a 
standing memorandum of understanding with ADB—will be providing administrative capacity-building and provision 
of equipment. ADB, People’s Republic of China, Japan, and World Bank will all be building roads in the province in 
a coordinated effort to cover as many roads as possible. ADB is also working with a group of UN agencies in the 
early recovery effort to assist internally displaced persons and to rebuild community-level infrastructure and 
vocational centers. 

24 ADB. 2003. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to Sri 
Lanka for the North East Coastal Community Development Project. Manila (Loan 2027-SRI). 

25 This cash-grant program is funded by AusAID, at the request of the government. 
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28. Implementation capacity. Project implementation in the Northern Province is, and will 
continue to be, challenging, since livelihood opportunities, especially in the short term, are 
limited. The government has prioritized restoration of the province’s agricultural and fisheries 
production, and more agricultural land is currently coming into production. Over time, the 
industrial and service sectors will slowly revive, but in the short term, many will have to rely on 
jobs in construction associated with the massive reconstruction and rehabilitation effort. 
However, few local contractors in the province currently have the capacity to participate 
significantly in the reconstruction. ADB is working with the contractors’ associations, local 
contractors, and other development partners to try to increase opportunities for local contractors 
and help build their capacity over the medium term.  
 
29. Governance and capacity building. Historically, governance issues are at the heart of 
Sri Lanka’s civil war. While ADB is actively involved in post-war reconstruction and poverty 
reduction, its resident mission staff, including its governance advisor, have also been 
addressing governance issues through capacity building, engagement with governance 
structures at many levels, and its rigorous fiduciary arrangements.26 
 
30. Harmonization and strong ownership. Consistent with the Paris Declaration, ADB has 
been taking guidance from government’s national and provincial development plans and 
priorities. Unlike in most FCAS, the Sri Lankan state has been strong and active in its directives 
for reconstruction efforts. ADB’s focus on work in conflict-affected areas—particularly in the 
Northern Province—came at the explicit request of government. ADB staff participate in 
frequent missions to the north to consult local government officials and to assess the capacity of 
local and provincial government agencies. A conflict risk assessment by project team members 

                                                 
26 For example, ADB’s procurement guidelines and oversight are considered the best among development partners 

active in the country. 

Box 4: Support to Reconstruct the Conflict-Affected North and East of Sri Lanka 
 
The ADB-supported North East Community Restoration and Development (NECORD)a Project helped 
to restore basic services, shelter, and livelihoods for over 500,000 beneficiaries, and indirectly 
benefited a further 500,000 people in the conflict-affected areas of Sri Lanka. This was achieved with 
$25 million from ADB and $8 million in cofinancing. The project helped people who had been 
displaced by 25 years of hostilities to return home and rebuild their livelihoods. Between 2002 and 
2006, the project reconstructed 63 rural health centers and major medical facilities and more than 
1,500 school buildings. In 58 villages, basic facilities, including houses, village roads and common 
meeting halls were constructed. To restart agriculture, 13 major irrigation systems, including storage 
reservoirs were supported, as were veterinary facilities and agrarian outreach centers. To improve 
connections to markets, 77 kilometers of rural roads, including 15 bridges, were rehabilitated and two 
ferries were supplied to cross major rivers. Nearly 600 young persons (male and female) were trained 
in skilled trades. All eight conflict-affected districts were equally supported, in line with priorities 
defined by local communities and authorities. The bottom-up selection of subprojects—from local, 
village, and community to division, district, and provincial level—helped to build confidence and 
ownership of the process. Close coordination among development partners and the government 
supported the “do no harm” principle, thereby avoiding any negative impact on the 2002 ceasefire 
agreement. The success and lessons learned from the project helped ADB, the government and 
development partners to further rehabilitate these conflict-affected areas.   
 
a ADB. 2009. Completion Report: Sri Lanka: North East Community Restoration and Development Project. Manila.  
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and the Sri Lanka resident mission conflict advisor 27  is undertaken for all ADB projects 
implemented in the conflict-affected areas. This methodology helped maintain project 
implementation during the conflict. Given the conflict-related sensitivities in Sri Lanka, ADB also 
places a premium on conflict sensitivity at regional and local levels when designing and 
implementing projects.  
 
31. Partnership. Consistent with the FCAS approach, ADB has been coordinating closely 
with its development partners, particularly in developing strategies to assess and address the 
humanitarian and development needs of Sri Lanka in light of the conflict. As a member of the 
UN country team in Sri Lanka, ADB has been an active member of the UN early recovery 
cluster—a mechanism to coordinate UN and other development agencies’ responses to the 
needs of the conflict-affected population and to help the international community engage more 
effectively with the government in implementing those strategies. 
 
D.  Progress in Sensitive Post-Conflict Transition in Nepal 
 
32. Peace-building transition. The signing of a peace agreement in 2006 and the 
subsequent peaceful holding of Constituent Assembly elections in 2008 showed there has been 
some success in the transition to a post-conflict scenario. Nevertheless, the overall political 
environment remains very challenging because of the lack of political consensus and absence 
of progress on the national agenda. The government’s inability to provide a much expected 
“peace dividend” to poor people in rural and remote areas has created frustration, leading to 
unrest and agitation by indigenous communities in some regions. The adoption of flexible 
conflict-sensitive strategies focused on reconstruction and peace-building has been the key to 
ADB’s operations and to ensuring effective and safe project implementation and consolidating 
growth. Progress has been based on strong coordination with development partners, including 
on multi-donor sector-wide approaches (SWAps) and joint financing (e.g., the local governance 
and community development program). 
 
33. Conflict-sensitive approach. The evaluation of the Nepal CSP, 2005–2009 by the ADB 
independent evaluation department confirmed that the conflict-sensitive approach adopted by 
ADB had been key to the success of its operations during the conflict and post-conflict transition. 
The specific conflict-sensitivity analysis carried out for each new investment ensured effective 
and safe implementation of ADB’s operations. This approach has been valuable in guiding 
ADB’s engagement at the field level, and has been much appreciated by the government and 
other development partners. To strengthen the response to the challenging environment, the 
Nepal resident mission has made monitoring of the security situation and operating environment 
in the field a standard part of project implementation reviews.   
  
34. New country partnership strategy. In November 2009, a new CPS, 2010–2012 was 
approved for Nepal. Implementation of the CPS will be challenging, given the complex political 
transition, which calls for the continuation of the conflict-sensitive approach, which has now 
progressed into a peace-building approach. ADB will constantly monitor the situation and will be 
flexible in its approaches and operations. Its assistance will focus on helping Nepal sustain its 
hard-won gains and avoid slipping back into conflict. Support aimed at long-term growth will be 
accompanied by programs to meet the short-term expectations of the population, including 

                                                 
27  ADB. 2006. Proposed Technical Assistance for the Development Partnership Program for South Asia (Financed by 

the Australia-ADB South Asia Development Partnership Facility). Manila; and ADB. 2008. Development 
Partnership Program for South Asia. Increase in Technical Assistance Budget Amount (Cofinanced by the 
Governments of Norway and Sweden). Manila. 
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providing jobs for the youth and conflict-affected communities. Regular reviews of the CPS will 
be undertaken, timed to coincide with the main milestones of the political transition: (i) the 
adoption of a new national development plan following the completion of the current Three-Year 
Interim Plan, (ii) the finalization of the drafting of the constitution, and (iii) the holding of new 
central and local elections.  
 
35. Flexible approach. A flexible approach has been adopted in response to the evolving 
political situation. If the situation continues to improve, with better governance and procurement, 
and a federal system clearly defined and underway, ADB may be able to respond to the 
Government's request for more SWAps. To facilitate the transition toward SWAps, in-depth 
governance assessments for the CPS were carried out for urban and rural infrastructure—
sectors prioritized by the government. If the situation continues to be volatile, the conflict-
sensitive approach will remain key, and ADB will focus more on community-based approaches 
and state-building, and on supporting infrastructure development that is less likely to become a 
hostage of possible political stalemates. If the peace process is disrupted and political infighting 
prevails, ADB will consolidate the development progress achieved so far, ensuring the 
continuation of basic social service delivery and focusing on achieving the Millennium 
Development Goals, while at the same time maximizing the security of project staff.  
 
36. Peace-filter checklist. Given the fragile political context, ADB has started implementing 
a “peace-filter checklist” in project design and monitoring phases (Box 5). For project design, the 
checklist will help to identify risks and mitigating measures, and maximize the quality of the 
proposed interventions by ensuring that concerns are addressed within the projects. For project 
administration, the checklist was tested during the implementation review of the ongoing Rural 
Reconstruction and Rehabilitation Program. As a result, recommendations have been made to 
incorporate selected indicators in regular monitoring. The checklist has been developed jointly 
with DFID and the World Bank to facilitate a more consistent approach, and to minimize the risk 
of exacerbating social and political tensions. ADB will continue to coordinate DFID, the World 
Bank and others to share experiences on the use of the checklist. The Nepal resident mission 
has recruited a long-term expert to work specifically on the checklist and to recommend actions 
for minimizing conflict and enhance peace-building in ADB’s operations.  
 

 

Box 5: Examples of Use of the Peace-Filter Checklist for Projects in Nepal 
 

The peace filter checklist has been used during the mid-term review of the ongoing Rural 
Reconstruction and Rehabilitation Sector Development Program.a Selected indicators were adopted to 
track structural causes of conflict and provision of peace dividends, e.g., number of jobs created; 
inclusiveness of project staff and users’ committees; level of stakeholder participation and 
consultation; income generation opportunities for traditionally disadvantaged groups, including victims 
of conflict; and settlement of compensation issues without discrimination and delay.  
 
The peace filter was also used to prepare the Subregional Transport Enhancement Project.b Applying 
the peace filter maximizes the peace building potential of the project by increasing the focus on 
peoples’ participation in decision making, avoiding the use of child labor, increasing HIV/AIDS 
awareness, carrying out skills training and anti trafficking campaigns, and educating the people in the 
zone of influence. Creating opportunities for local employment are also stressed in the design. 
 
a  ADB. 2007. Report and Recommendation of the President to the Board of Directors on a Proposed Asian Development Fund 

Grant to Nepal for the Rural Reconstruction and Rehabilitation Sector Development Program. Manila (Grant 0093-NEP). 
Details at http://pid.adb.org/pid/LoanView.htm?projNo=40554&seqNo=02&typeCd=2&projType=GRNT.  

b    ADB. 2010. Report and Recommendation of the President to the Board of Directors on a Proposed Asian Development Fund 
Grant to Nepal for Subregional Transport Enhancement Project (Draft). Manila. Details at 
http://pid.adb.org/pid/LoanView.htm?projNo=44143&seqNo=01&typeCd=2&projType=GRNT. 
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37. Strong partnership. National and international partners are working to tackle the root 
causes of the conflict, especially the issue of exclusion. A peace and development framework is 
being developed jointly by the Utstein Group of donor countries,28 the UN, ADB, and the World 
Bank, which aims at helping the dialogue with the government and supporting the political and 
economic transition, as well as helping the coordination of development assistance. 
Development partners continue to discuss the challenges and coordinate support under several 
coordinating mechanisms, including bi-monthly Utstein meetings. 
 
38. Harmonization of assistance. In Nepal, aid coordination and harmonization of 
government–donor practices is particularly important in monitoring, supporting, and facilitating 
the peace process. In line with the Rome and Paris Declarations, ADB continues to harmonize 
its assistance with its development partners, in a multi-donor SWAp in the education sector. A 
joint financing agreement is being implemented, with commitment from ADB and several 
bilateral donors, to support the local governance and community development program. A 
further SWAp is being prepared with DFID, Swiss development cooperation, and other donors 
for rural infrastructure. ADB is also engaged with the World Bank and DFID in a review of public 
procurement and the strengthening of public finance management and fiduciary systems. A 
related action plan is being prepared with the government. In response to the Comprehensive 
Peace Agreement implementation, ADB provided support to the government for district local 
peace committees. The United States Agency for International Development supported 
technical capacity building at these committees. ADB, DFID, JICA, and the World Bank conduct 
annual joint portfolio performance reviews with the government, with other development 
partners as observers. 

E.  Building on Peace through Economic Cooperation in the Mekong Region 
 
39. GMS Program. The GMS Program has brought substantial economic benefits through 
enhanced cross-border trade and exchanges, which have helped reduce poverty, especially in 
border areas. Lao PDR, a small landlocked country (Box 6), has been a major beneficiary of 
GMS regional cooperation, which has enabled it to connect with its neighbors and expand its 
market access. The GMS Program also provided a peace dividend in its early years, as it 
contributed to greater trust and better relations among countries. Through the strengthening of 
economic links among the GMS members and evidence of the economic benefits of regional 
projects clearly evident in the participating members, the GMS Program helped raise the 
opportunity cost of conflict in the subregion. Despite some continuing tensions between 
neighbors, the GMS Program continues to serve as a catalyst for other cooperation 
arrangements that complement the Program, thus reinforcing a virtuous cycle. ADB’s role in the 
GMS Program has been that of a channel for cooperation; facilitator for providing a forum for 
dialogues; and analyst for projects, helping identify enhanced benefits from subregional links of 
projects. ADB has also been a financier for GMS projects and a neutral broker for facilitating 
agreements. 

 

                                                 
28  The 'Utstein Group' is a group of ministers responsible for development co-operation, working in a concerted way 

to drive the development agenda forward, focusing on implementing the international consensus. The “core group” 
consists of the respective ministers of Germany, the Netherlands, Norway and the United Kingdom, but in Nepal 14 
donors are members of the group. 
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IV. AN ENHANCED ORGANIZATIONAL RESPONSE 

40. Fragile and conflict-affected situations steering committee. A high-level 
interdepartmental steering committee was set up in 2007, providing overall direction and 
guidance on engagement in FCAS. It has met annually since its inception. In 2007, the 
committee endorsed the terms of reference for the proposed FCAS focal point. In 2008, the 
committee formalized a change of terminology from “weakly-performing countries” to “fragile 
and conflict-affected situations” in line with international practice. It also endorsed the 
establishment of an internal network of practitioners and allocated funds to carry out a needs 
assessment as the basis for future work.  
 
41. FCAS focal point. The FCAS focal point leads the application of the approach at the 
corporate level, selectively supports country and project operations, represents ADB in global 
forums, supports partnerships with other development organizations and civil society, and drives 
internal knowledge transfer and capacity building.  
 
42. Staffing and field presence. In June 2009, ADB enhanced the relocation and benefits 
package for expatriate professional staff assigned in field office locations, and provided special 
benefits and allowances to staff assigned to hardship locations (Box 7). ADB's 3-year workforce 

Box 6: The GMS Peace Dividend:  
Enhancing Economic Opportunities for Reducing Poverty in Less Developed GMS Countries  

 
Thailand’s commitment to buy hydropower from the Lao People’s Democratic Republic (PDR) 
provided an impetus for ADB-assisted hydropower projects in Lao PDR: Theun-Hinboun and Nam 
Theun 2.a Another project is planned for 2011. These GMS projects, combining multilateral and 
bilateral aid with private finance, also boosted investor confidence in power export projects in Lao 
PDR, yielding significant foreign exchange earnings. Hydropower projects have benefited Lao rural 
communities through increased electrification, employment, and road construction. They have 
enhanced mobility and access to commerce and government services. Project earnings are funding 
social expenditures that support poverty reduction and enhanced environmental management of 
protected biodiversity areas. 
 
Road links supported by GMS transport corridors have provided Lao PDR, a landlocked country, with 
access to seaports in neighboring countries, including Sihanoukville in Cambodia through the GMS 
Southern Corridor.b GMS cooperation also enabled the opening of new air routes and international 
airport destinations—Siem Reapc and Luang Prabang—which are of strategic importance in facilitating 
business, travel, and tourism. International tourism arrivals in the GMS increased from 
15.4 million in 2000 to 26.3 million in 2008, providing livelihoods and employment to millions of people 
in the Mekong.d 
 

a   ADB. 1994.  Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the Lao People's 
Democratic Republic for the Theun-Hinboun Hydropower Project. Manila (Loan 1329-LAO); ADB. 1996. Report and 
Recommendation of the President to the Board of Directors on a Proposed Loan to the Lao People's Democratic Republic for 
the Nam Leuk Hydropower Project. Manila (Loan 1456-LAO); and ADB. 2005.  Report and Recommendation of the President 
to the Board of Directors on a Proposed Loan to the Lao People's Democratic Republic for the Greater Mekong Subregion: 
Nam Theun 2 Hydroelectric Project. Manila (Loan 2162-LAO). Details on these projects can be accessed at: 
http://www.adb.org/GMS/projects/adb-projects.asp.   

b   ADB. 2007. Report and Recommendation of the President to the Board of Directors on a Proposed Loan for the Kingdom of 
Cambodia and Socialist Republic of Viet Nam: Greater Mekong Subregion Southern Coastal Corridor Project. Manila (Loan 
2373-CAM). 

c  ADB. 1996. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and Technical 
Assistance Grant to the Kingdom of Cambodia for the Siem Reap Airport Project. Manila (Loan 1503-CAM). 

d Links to Explore Mekong Campaign and statistics on tourism arrivals: http://www.exploremekong.org/site/ and 
http://www.mekongtourism.org/site/uploads/media/GMS_International_Tourism_arrivals_2000-2009-New.pdf. 
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plan for 2010–2012 has strengthened staffing requirements in support of FCAS. The staff 
capacity of the Pacific Department is expected to increase by 25% from the 2009 level; half of 
these additional posts have been allocated in 2010. Resident missions in the Pacific and other 
FCAS are being strengthened. ADB's local presence in Pacific countries will be strengthened 
through the provision of coordinator positions in 2010–2012. An additional 10 positions are 
planned for resident missions in Afghanistan and Nepal. 
 

Box 7: Incentive Mechanism for Staff Assignment in Field Offices and Hardship Locations 
 

In 2009 and 2010,a ADB enhanced the relocation and benefits package to expatriate professional staff 
assigned in field office locations, and provided special benefits and allowances to staff assigned to 
hardship locations, including: (i) hazard allowance and extended hazard pay;b (ii) separate household 
assistance to the member of staff’s family who will not live with staff at duty station,c (iii) residential security 
services;d (iv) hardship premium; (v) hardship location allowance; (vi) special travel for expatriate staff and 
their dependents living with staff in field offices with hardship location; and (vii) exceptional travel for 
expatriate staff assigned in field offices with prevailing hostilities and unique circumstances. Provision of 
the overseas duty station allowances, hazard allowance, hazard pay, and special allowances is reviewed 
periodically to ensure that they reflect the conditions specific to the duty station.  
 
a   ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank 2008–2020. Manila; and ADB. 

2010. Our People Strategy: Skills and Passion to Improve Lives in Asia and the Pacific. Manila. 
b   Categorized as a hazardous location by the UN International Civil Service Commission.  
c  When dependents of staff are not permitted to relocate with staff in the duty station due to prevailing hostilities or unique 

circumstances. 
d Selected locations as determined by the UN Minimum Operational Residential Security Standards. 
 
43. Special support for fragile and conflict-affected situations. An ongoing TA project29 
aims to build stronger awareness and understanding of the 2007 FCAS approach by integrating 
fragile situations' perspectives into CPS and project design processes. The TA outputs include (i) 
piloting elements of the 2007 approach through country initiatives, (ii) increasing field presence 
in selected fragile situations, (iii) establishing an in-house network and resource center, and (iv) 
publishing ADB’s engagement experiences. The pilot country initiatives currently include (i) a 
peace-building advisor at the Nepal resident mission to implement the peace filter and carry out 
conflict sensitivity analysis; (ii) a governance and political economy study to support 
implementation of the PNG CPS; and (iii) recruitment of a development coordinator in Vanuatu 
to support implementation of the CPS, government implementation of the national development 
strategy, and donor coordination.  
 
44. International partnerships. ADB is a signatory to the 2007 multilateral development 
bank (MDB) statement on deepening collaboration in fragile situations. It was an active member 
of the working group that developed the report Toward a More Harmonized Approach to MDB 
Engagement in Fragile Situations.30 In 2009, ADB participated in the OECD monitoring of the 
principles for good international engagement in fragile states and situations in Timor-Leste, and 
Pacific Department management visited the Fragile and Conflict-Affected Countries Group of 
the World Bank to discuss areas of mutual concern in FCAS. In 2010, ADB participated in the 
Asian Regional Consultation for the preparation of the 2011 World Development Report on 
conflict, security and development and presented a paper on the contribution of the GMS 
Program to conflict minimization in the region. ADB also contributed to a DFID conference on 

                                                 
29 ADB. 2009. Technical Assistance for Supporting ADB's Engagement in Fragile Situations. Manila. Available at 

http://pid.adb.org/pid/TaView.htm?projNo=42539&seqNo=01&typeCd=2. 
30  IDB. 2007. Meeting of the Heads of Multilateral Development Banks and Multilateral Financial Institutions. 

Washington. 
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“The Politics of Poverty: Elites, Citizens and States,” covering key lessons from DFID-funded 
research during 2000–2010 on governance and fragile states. ADB intends to strengthen efforts 
in international coordination by participating in the International Network on Conflict and Fragility 
of the OECD Development Assistance Committee, the International Dialogue on Peacebuilding 
and Statebuilding, and the Partnership for Democratic Governance. 
 

V. LESSONS LEARNED AND THE WAY FORWARD 
 
A. Lessons Learned  
 
45. Relevance. The principles of the 2007 ADB approach have been relevant. A special 
evaluation study (SES) by the Independent Evaluation Department acknowledged that the 
FCAS approach had been adopted relatively recently in ADB. 31  However, overall, ADB’s 
approach to FCAS as articulated in its 2007 paper has been relevant. The SES emphasized that 
a differentiated approach to engaging FCAS is needed, and noted that ADB had provided timely 
assistance to many FCAS, focusing on key areas needing attention. The two pillars of ADB’s 
approach, selectivity and strategic partnerships, have been followed. While they were not 
necessarily a key feature of many FCAS CPSs, country programs have often been much more 
selective than the country strategies. For example, ADB’s focus on infrastructure has been 
consistent with FCAS government priorities and an appropriate response to post-conflict 
reconstruction, while expanding cooperation with development partners and increasing 
presence on the ground has been valuable in delivering greater assistance in FCAS. 
Nevertheless, challenges remain; the SES recommended a longer-term programmatic approach 
and greater flexibility in project design, including midterm adjustments and a capacity 
development plan based on country context. 
 
46. The SES noted that resource flows to FCAS appeared to have been flat since 2005. 
Loan and TA amounts had decreased while grants had increased. The exceptions were 
Afghanistan and Pacific DMCs, which had drawn from the ADF’s special allocations. It 
recommended that innovative approaches to work in FCAS should be identified and piloted. 
With regard to human resources, adequate staffing in FCAS has been constrained by lack of 
appropriate knowledge and skills, security issues, insufficient incentives, and the limited scale of 
operations. The SES also recommended identifying external and internal resource gaps for 
working in FCAS in consultation with donors and other development partners, taking into 
consideration the country context. As indicated in this progress report, this situation has already 
improved.  
 
47. Effectiveness. Many projects in FCAS have been effective. Temporary mechanisms 
have been established to implement projects to achieve outputs and outcomes. For example, in 
large transition economies and in small Pacific islands, in general the technical aspects of 
infrastructure projects are doing well and projects have focused on delivering outputs. However, 
building capacity and institutions, and policy reforms remain problematic.  
 
48. Indicators of fragility. A review of CPA data for countries that have exited FCAS status 
shows that improvements against all governance indicators were the major factors, reflecting 
the weighting given to these indicators in the CPA exercise. The strongest improvements were 
in “transparency, accountability, and corruption in the public sector”. Improvements in structural 
indicators also contributed considerably to improvements in performance (Appendix 3, Figure 

                                                 
31  ADB. 2010. Special Evaluation Study: Asian Development Bank’s Support to Fragile and Conflict-Affected 

Situations. Manila.  
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A3.1). Countries that continued to be classified as FCAS, excluding post-conflict countries, 
demonstrate static and remarkably similar scores across all indicators. The weakest indicators 
for this group are those covering policies for “social inclusion and equity.” Poor governance, 
particularly “quality of public administration” and “transparency, accountability, and corruption” 
contribute appreciably to the low performance for these countries (Appendix 3, Figure A3.2). 
 
49. While countries that have exited FCAS status generally have higher CPA scores than 
current FCAS, they have also demonstrated better growth performance than current FCAS. 
What drives growth in most of these countries is natural resource extraction. Apart from 
Afghanistan, the remaining FCAS are Pacific island states. The economies in these countries 
tend to exhibit geographic and topographic characteristics that constrain inclusive growth and to 
have weak institutions. The small size of most Pacific FCAS also means that the critical mass 
needed for domestic capital accumulation and development of markets is absent.   
 
50. Performance of FCAS. The findings of the SES validate the observation of the 2007 
approach (footnote 2) that the “spectrum of weak performance and fragility” covers a wide range 
of DMCs, and it will not quickly disappear when a country moves above an arbitrary cut-off 
score, such as the CPA. The SES did not find a significant positive correlation between CPA 
rankings and performance against development outcome indicators, and there was no clear 
difference between exited and current FCAS in performance against development outcome 
indicators. Efficiency problems are more pronounced in current FCAS than in exited FCAS. The 
SES emphasized the importance of understanding a country and ADB’s counterparts, the need 
for better and simpler project designs, and the importance of long-term commitment. Capacity 
constraints make sustaining progress difficult.   
 
B. Way Forward 
 
51. Sustain field presence and long-term commitments. Strategic planning to address 
fragility will be strengthened at the CPS preparation stage, taking into consideration a country’s 
CPA rating and/or its fragile or conflict characteristics, including fragility at the subnational level. 
Current initiatives to enhance ADB’s presence should be sustained and similar arrangements 
developed. ADB will continue to explore close partnerships to reinforce its presence in FCAS, 
based on cooperation and resource sharing with major development partners (e.g., AusAID and 
the World Bank in Pacific DMCs). ADB will also identify and deploy staff—or development 
partner staff—with key skills to address particular bottlenecks in FCAS through possible 
secondments in countries or in relevant departments. 
 
52. Broaden efforts in capacity development. Staff will be trained in ADB’s approach and 
in the skills required to work differently in FCAS (e.g., political economy analysis, policy dialogue, 
institutional reform, and conflict and peace-building). The momentum in knowledge 
management on ADB’s approach to FCAS needs to be stepped up to bring a better 
understanding and application of new operational approaches into the ADB mainstream through 
(i) a staff awareness campaign, (ii) an FCAS handbook that provides greater clarity on 
relaxation of business process requirements, (iii) a seminar series on operations in FCAS, and 
(iv) publications on the impacts and experiences of ADB’s operations in FCAS.   
 
53. Intensify strategic partnerships. Coordination has improved considerably. Efforts now 
need to focus on (i) strengthening ADB’s engagement in international forums on FCAS issues;  
(ii) reinforcing existing development partnerships in FCAS, including strengthening involvement 
with civil society and the private sector; (iii) building the capacity of government partners; and  
(iv) increasing cofinancing and use of SWAps in cooperation with development partners.  
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54. Specific assistance to FCAS. Aid to FCAS has been more volatile and unpredictable 
than in other low-income countries. Dependency on external assistance tends to be heavy, but 
access to adequate external resources is still limited relative to need (footnote 2). ADB is 
generally well served by existing project-based grant and loan funding mechanisms, by its 
rolling 3-year planning cycle, and by project-specific cofinancing arrangements. However, there 
is no specific FCAS TA vehicle for mobilizing donor resources to respond strategically to the 
needs of FCAS, and/or countries recently exiting FCAS status32 in key areas such as longer-
term TA and capacity development for governance reform or for establishing an enabling 
environment for the delivery of basic services.33 To sustain and intensify ADB support to FCAS, 
a minimum level of technical assistance is needed to strengthen state operations. 

 
VI. CONCLUSION 

 
55. Since endorsement of the 2007 approach, ADB has made significant progress in 
addressing some of the challenges to achieving aid effectiveness in FCAS. In fragile and post-
conflict situations, ADB has gained significant experience of conflict-sensitive programming and 
reconstruction, as well as of peace-building responses. More coordination with development 
partners in FCAS has strengthened delivery of development assistance and ensured greater 
alignment with national objectives and strategies. However, challenges remain; ADB needs to 
go beyond business as usual to ensure that its operations explicitly address fragility issues 
through appropriate design and implementation, based on a strong understanding of the context 
and the principle of "do no harm.” To continue momentum, ADB assistance to FCAS needs to 
be sustained and the FCAS approach needs to be brought into the ADB mainstream by the end 
of the ADF X cycle. 
 

                                                 
32  Lao PDR is a good example; it exited the FCAS status in 2008, but requires sustained support to maintain the 

momentum. While the government’s willingness to move ahead is strong, the lack of institutional capacity to 
progress with governance reforms is a serious constraint. Well-placed long term TA in areas such as accounting, 
public financial management, output-based budgeting, and legal reform implementation can make an important 
difference. 

33  In the absence of a specific FCAS TA vehicle, currently available thematic trust funds and project-specific 
cofinancing can be utilized for FCAS purposes and components. 
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COUNTRIES CLASSIFIED AS FRAGILE AND CONFLICT-AFFECTED SITUATIONS,  
2007–20091 

 
DMC 2006 2007 2008 2009 Comments 
Afghanistan      
Kiribati      
Lao PDR     Exited FCAS status in 2008 
Nepal     Exited FCAS status in 2008 
Papua New Guinea      
Republic of the Marshall Islands      
Solomon Islands      
Tajikistan     Exited FCAS status in 2007 
Timor-Leste      
Uzbekistan     Exited FCAS status in 2009 
Vanuatu      
Azerbaijan     DMC without CPA any more 
Federated States of Micronesia     Entered FCAS status in 2008 
Nauru     Entered FCAS status in 2008 
Tuvalu     Entered FCAS status in 2008 
Palau     Entered FCAS status in 2009 
CPA = country performance assessment, DMC = developing member country, PDR = People’s Democratic Republic.   
Source: ADB Annual Reports on the Country Performance Assessment Exercises 2005-2009. Available: 
http://www.adb.org/ADF/PBA/annualreport.asp. 
 

                                                 
1 The indicative FCAS list determined at the end of 2006 using CPA results for 2004–2006 was used for operations in 

2007 and to draft the 2007 ADB approach (footnote 2 in main text). The classification became effective in May 
2007. In this paper, the year 2006 and the 2006 FCAS list are used as a baseline. 
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ADB ASSISTANCE TO FRAGILE AND CONFLICT-AFFECTED SITUATIONS, 2007–20091 
 

Table A2.1: ADB Assistance to Fragile and Conflict-Affected Situations  
 ($ million) 

 
Modality 2006 2007 2008 2009 Total 

ADF and OCR Lending to FCAS 358.1 
 

382.0 505.4 145.0 1390.5 

ADF Grants to FCAS 222.2 
 

341.0 271.2 394.1 1228.5 

TA Grants to FCASa 32.7 
 

37.5 14.6 9.2 94.0 

Total 613.0 760.5 791.2 548.3 2713.0 
a TA grants include TA Special Fund; Japan Special Fund; Regional Cooperation and Integration Fund; Climate 

Change Fund; others). 
Source:  ADB Annual Reports 2006-2009. Available: http://www.adb.org/ADF/PBA/annualreport.asp. 
 

Table A2.2: ADB Assistance to Fragile and Conflict-Affected Situations 
($ million) 

 

Country   2006 2007 2008 2009 

Afghanistan OCR loan 40.0 0.0 60.0 0.0 
 ADF loan 78.2 0.0 0.0 0.0 
 ADF grant 100.0 176.0 254.0 333.1 
 TA grant 8.0 4.5 3.0 1.4 
 Total  226.2 180.5 317.0 334.5 
            
Kiribati OCR loan 0.0 0.0 0.0 0.0 
 ADF loan 0.0 0.0 0.0 0.0 
 ADF grant 0.0 0.0 0.0 0.0 
 TA grant 0.6 0.0 0.8 0.9 
 Total  0.6 0.0 0.8 0.9 
            
Lao PDR OCR loan 0.0 0.0 0.0 0.0 
 ADF loan 35.2 0.0 0.0 0.1 
 ADF grant 16.4 45.0 10.0 102.8 
 TA grant 4.6 4.1 5.1 4.5 
 Total  56.2 49.1 15.1 107.4 
            
Nepal OCR loan 0.0 0.0 0.0 0.0 
 ADF loan 86.0 0.0 0.0 172.8 
 ADF grant 83.9 109.0 139.3 163.5 
 TA grant 6.4 7.2 4.5 5.7 
 Total  176.3 116.2 143.8 342.0 
            

  

                                                 
1 The indicative FCAS list determined at the end of 2006 using CPA results for 2004–2006 was used for operations 

in 2007 and to draft the 2007 ADB approach (footnote 2 in main text). The classification became effective in May 
2007. In this paper, the year 2006 and the 2006 FCAS list are used as a baseline. 
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Country   2006 2007 2008 2009 

Papua New Guinea OCR loan 35.0 60.0 0.0 50.0 
 ADF loan 18.0 40.0 100.0 95.0 
 ADF grant 15.0 0.0 0.0 0.0 
 TA grant 4.2 1.9 3.0 3.5 
 Total  72.2 101.9 103.0 148.5 
      
Republic of 
Marshall Islands 

OCR loan 0.0 0.0 0.0 0.0 
ADF loan 0.0 0.0 0.0 0.0 

 ADF grant 0.0 0.0 0.0 0.0 
 TA grant 0.4 0.0 0.0 0.2 
 Total  0.4 0.0 0.0 0.2 
            
Solomon Islands OCR loan 0.0 0.0 0.0 0.0 
 ADF loan 0.0 0.0 0.0 0.0 
 ADF grant 0.4 5.0 14.0 15.0 
 TA grant 0.0 2.8 1.6 0.7 
 Total 0.4 7.8 15.6 15.7 
            
Tajikistan OCR loan 0.0 0.0 0.0 0.0 
 ADF loan 5.5 71.7 0.0 0.0 
 ADF grant 6.5 20.8 54.8 60.0 
 TA grant 4.5 3.3 0.9 0.7 
 Total  16.5 95.8 55.7 60.7 
    
Timor-Leste OCR loan 0.0 0.0 0.0 0.0 
 ADF loan 0.0 0.0 0.0 0.0 
 ADF grant 0.0 6.0 0.0 46.0 
 TA grant 1.0 15.0 1.3 0.6 
 Total  1.0 21.0 1.3 46.6 
            
Uzbekistan OCR loan 32.6 96.0 85.0 0.0 
 ADF loan 27.6 30.0 45.0 60.0 
 ADF grant 0.0 0.0 0.0 0.0 
 TA grant 2.2 1.4 1.6 3.8 
 Total  62.4 127.4 131.6 63.8 
            
Vanuatu OCR loan 0.0 0.0 0.0 0.0 
 ADF loan 0.0 0.0 0.0 0.0 
 ADF grant 0.0 0.0 0.0 0.0 
 TA grant 0.8 0.6 0.0 1.9 
 Total  0.8 0.6 0.0 1.9 
            
Azerbaijan OCR loan 10.0 246.0 215.4 75.0 
 ADF loan 0.0 10.0 0.0 0.0 
 ADF grant 0.0 0.0 0.0 0.0 
 TA grant 0.4 0.0 1.2 1.0 
 Total  10.4 256.0 216.6 76.0 
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Country   2006 2007 2008 2009 

Federated States of 
Micronesia 

OCR loan 0.0 0.0 0.0 0.0 
ADF loan 0.0 0.0 0.0 0.0 

 ADF grant 0.0 0.0 0.0 0.0 
 TA grant 0.6 0.4 0.8 0.0 
 Total 0.6 0.4 0.8 0.0 
    
Nauru OCR loan 0.0 0.0 0.0 0.0 
 ADF loan 0.0 0.0 0.0 0.0 
 ADF grant 0.0 0.0 0.0 0.0 
 TA grant 0.0 0.0 0.2 0.0 
 Total  0.0 0.0 0.2 0.0 
    
Tuvalu OCR loan 0.0 0.0 0.0 0.0 
 ADF loan 0.0 0.0 0.0 0.0 
 ADF grant 0.0 0.0 3.2 0.0 
 TA grant 0.3 0.0 1.1 0.0 
  Total  0.3 0.0 4.3 0.0 
    

ADF = Asian Development Fund, OCR = ordinary capital resources, PDR = People’s Democratic 
Republic.   
Note: Italic font and shading indicates the years the country was classified as in FCAS status. 
Source: Asian Development Bank. 
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Figure A2.1: Share of Fragile and Conflict-Affected Situations 
 in Total ADF Loans and Grants  

 

0

500

1000

1500

2000

2500

3000

3500

2006 2007 2008 2009

Am
ou

nt
 ($

 m
ill

io
n)

Year

Other DMCs
FCAS

 
 
 

Figure A2.2: Cumulative Share of Fragile and Conflict-Affected Situations 
 in Total ADF Loans and Grants 
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AFG = Afghanistan, LAO = Lao Peoples Democratic Republic, NEP = Nepal, PNG = Papua New Guinea, SOL = 
Solomon Islands, TAJ = Tajikistan, TIM = Timor-Leste, UZB = Uzbekistan (FCAS figures include only data from 
years when the country was classified as FCAS).  
Source:  ADB Annual Reports 2006-2009. Available: http://www.adb.org/ADF/PBA/annualreport.asp. 
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Figure A2.3: Share of Fragile and Conflict-Affected Situations in Total Technical 
Assistance Grants  
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AFG = Afghanistan, AZE = Azerbaijan, KIR = Kiribati, LAO = Lao PDR, RMI = Marshall Islands, NEP = 
Nepal, PNG = Papua New Guinea, SOL = Solomon Islands, TAJ = Tajikistan, TIM = Timor-Leste, UZB = 
Uzbekistan, VAN = Vanuatu.  
Source:  ADB Annual Reports 2006-2009. Available: http://www.adb.org/ADF/PBA/annualreport.asp. 

 
Figure A2.4: Cumulative Technical Assistance Grants to Fragile and Conflict-Affected 

Situations by Sector  
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AGR = Agriculture and Natural Resources, EDU = Education, ENR = Energy, FIN = Finance, HEA = 
Health and Social Protection, IND = Industry and Trade, MUL = Multisector, PSM = Public Sector 
Management, TRS = Transport and Communications, WAT = Water Supply. Source:  ADB Annual 
Reports 2006-2009. Available: http://www.adb.org/ADF/PBA/annualreport.asp. 
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SURVEY OF COUNTRY PERFORMANCE ASSESSMENT DATA FOR COUNTRIES 
CLASSIFIED AS FRAGILE AND CONFLICT-AFFECTED SITUATIONS, 2007–20091  

 
1.  A survey of country performance assessment (CPA) data was done to provide insights 
into the characteristics of fragility in Asia and the Pacific and the potential to move to more 
stable situations. Two groups of countries were selected: (i) four countries that had exited the 
fragile classification since endorsement of the 2007 approach (Lao People’s Democratic 
Republic, Nepal, Tajikistan, and Uzbekistan), and (ii) five countries that had remained classified 
as fragile (Kiribati, Papua New Guinea, Republic of the Marshall Islands, Solomon Islands, and 
Vanuatu).  
 
2. For the first group (countries exiting the FCAS status), the weakest performance was in 
scores for the governance and structural policies indicators over the period studied. Average 
initial scores were close to or below 3 when the approach was endorsed (Figure A3.1). By 
comparison, scores for “economic management” and “social inclusion” were initially above 3 
and continued an upward trend. A breakdown of governance indicators for this group reveals 
that scores for “transparency, accountability, and corruption” were invariably the lowest by a 
notable margin. However, all governance scores increased consistently. “Structural policy” 
indicators for this group show that scores for “financial sector policy” were the lowest. 
Nevertheless, scores for all structural indicators increased consistently since the endorsement 
of the 2007 approach.  
 
 
 
 
 
 
 
 
 
 
 
 
 
3.  For the second group (countries remaining in FCAS status), scores for “policies for 
social inclusion” were notably the worst. Scores for this indicator, as well as for “governance and 
structural policies,” remained stagnant and close to or below 3 since the endorsement of the 
approach (Figure A3.2). Scores for “economic management” showed a downward trend in this 
group. Further analysis of the governance indicators for countries remaining in FCAS status 
confirms that there was stagnation, with the weakest performance being for “public 
administration.” Scores for both “public administration” and “transparency, accountability, and 
corruption” were consistently below 3 over the period of the study. The stagnation of progress 
against the structural policy indicators is confirmed by scores for “business regulatory 
environment,” which are clearly lagging and remain below 3. A breakdown of the data for 
economic management shows that, while scores for “debt policy” show little change, there was 
a significant downward trend in scores for fiscal policy and macro-economic management, 
mostly due to sharp declines in Kiribati and Republic of Marshall Islands.  

                                                 
1 The indicative FCAS list determined at the end of 2006 using CPA results for 2004–2006 was used for operations in 

2007 and to draft the 2007 ADB approach (footnote 2 in main text). The classification became effective in May 
2007. In this paper, the year 2006 and the 2006 FCAS list are used as a baseline. 

Lao People’s Democratic Republic Exits Fragile and Conflict-Affected 
Situations Status in 2008 

 
The Lao People’s Democratic Republic made tremendous progress between 2006 
and 2009, as measured by the annual Asian Development Bank country performance 
assessment. In the area of “economic and social policy and institutional performance,” 
its rating increased to 3.9 in 2009, from 3.2 in 2006. In the area of “public sector 
management,” the rating improved to 3.5 from 2.7. Improvements were made across 
the board and were especially notable in “economic management,” “financial sector,” 
“social protection and labor,” “efficiency of revenue mobilization and transparency,” 
“accountability and corruption in the public sector.” 
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Figure A3.1: CPA Indicators for countries exiting FCAS Status
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