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EXECUTIVE SUMMARY 

The performance-based allocation (PBA) system provides a mechanism to allocate 
scarce Asian Development Fund (ADF) resources to eligible countries. It links the ADF 
allocation to country performance, as determined by the county performance assessment (CPA) 
exercise. The allocation procedure also takes into account the needs of each ADF country, 
which are measured through population size and gross national income per capita. The PBA 
system has allocated ADF resources effectively, serving these two premises. In the meantime, 
the system has evolved into a better allocation framework, reflecting donors’ concerns, lessons 
learned from experience, and harmonization efforts with other multilateral development banks 
(MDBs).  
 

In 2008, the PBA policy was significantly refined based on an agreement forged during 
ADF X replenishment discussions among donors. These changes have been applied since the 
start of ADF X in 2009. Donors recognized above all that the PBA system can be refined further 
to better meet the needs of the poorest countries, and agreed to modify the PBA of blend 
borrowers to ensure that poorer countries receive an appropriate level of resources. Blend 
countries with a PBA share greater than the newly established 14% threshold—the so-called 
soft cap—retain half of the amount above the cap. The resources freed up from this measure 
have been redistributed among the other ADF countries according to the PBA mechanism, 
except the Pacific country group, for which 4.5% of ADF X resources are earmarked. This has 
helped enable a larger flow of assistance to the poorest countries, while preserving incentives 
even for blend countries with allocations above the threshold. 

 
  The distribution of portfolio performance ratings had been much more volatile than other 
CPA scores, exerting greater influence on allocations than was intended. To reduce the volatility, 
a new conversion scale was introduced by matching the distribution of portfolio performance 
ratings to the CPA distribution. The adjusted scale has decreased the volatility in portfolio 
performance ratings. The effect on the volatility of allocations over time will be tested when 
longer historical data series accumulate using the new conversion scheme. 

 
Donors also agreed to increase the share of ADF resources earmarked for subregional 

projects from up to 5% in ADF IX to up to 10% in ADF X in recognition of the importance of 
regional cooperation and integration in leveraging the growth potential of individual countries 
and helping them reduce poverty. At the same time, country ownership of subregional projects 
has been strengthened by requiring countries receiving subregional allocations to provide $1 
from its country allocation for every $2 allocated from the subregional pool. During ADF IX, 
countries had to provide 20% of the total project cost from national resources, which are defined 
as the sum of government counterpart funding and any amount provided from the country 
allocation. The increase in the set-aside for subregional projects has contributed to an 
expansion in the number of subregional projects and diversification of operations across 
subregions as well as across strategic foci. 
 

The phaseout of assistance to post-conflict countries began in 2009. During ADF X 
discussions, donors agreed that ADB would follow the International Development Association’s 
approach to post-conflict countries, including the application of 6-year phaseout period. 
However, given the hard-won but still precarious progress in Afghanistan’s post-conflict 
reconstruction and recovery, as well as the potentially disruptive effects of a sharp drop in 
assistance on ADB operations, donors agreed to suspend the post-conflict assistance phaseout 
for 2 years, 2011–2012. The future framework for post-conflict assistance will be discussed 
during ADF XI negotiations. In the case of Timor-Leste, ADB provides ADF grants on an 
exceptional basis regardless of its debt distress status during the post-conflict phaseout period. 
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The lending and grant proportion of country allocations could be maintained, as donors agreed 
during the ADF X discussions. Accordingly, the country would receive 67% of its country 
allocation in grants and 33% in loans during 2011–2012. 

 
The ADF has responded to the global economic crises and natural disasters by 

allocating additional liquidity, and allowing front-loading of country allocations or reprogramming 
of existing projects. In view of the vulnerability of ADF countries to recurring economic crises 
and natural disasters, securing crisis response resources that can be channeled to those hit 
hardest by the crises may warrant consideration. 
 

ADB will keep examining the relevance and effectiveness of the current ADF allocation 
system in an effort to develop a better allocation framework in close consultation with donors. 
As a clearer picture of the outcome and the performance of the current PBA system becomes 
available toward the end of ADF X, more comprehensive and consolidated updates will be 
reported to donors, facilitating discussions on any necessary changes to be considered during 
ADF XI discussions. In the meantime, ADB will continue to coordinate effectively with other 
MDBs on issues of common interest through such forums as the MDB PBA technical workshop. 

 
ADF deputies are asked to consider the following issues: 
(i) The financing mechanism to cover the additional resource requirements (about 

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

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

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



  

I. REVIEW OF PERFORMANCE-BASED ALLOCATION UNDER ADF X 

1. In 2009–2010, the Asian Development Bank (ADB) allocated $5.8 billion in Asian 
Development Fund (ADF) resources to 28 ADF countries. Of that amount, $4.7 billion was 
provided as country allocations through the performance-based allocation (PBA) system, $548 
million as a special allocation to Afghanistan, and $538 million as a set-aside for subregional 
projects. Original biennial allocations made at the end of 2008 totaled $5.4 billion. Given the 
acute resource constraints of poorer ADF countries during the global economic crisis, $400 
million of additional liquidity was allocated in June 2009 to ADF-only countries1 according to the 
PBA formula.2  
 
2. About 29% of ADF resources have been provided as grants. Under the revised grant 
framework introduced in 2007, the grant portion of a country’s allocation is endogenously 
determined by its debt distress status, which is measured through debt sustainability analysis 
against the country’s policy and institutional environment. About 16% of the country allocations 
were originally allocated as grants in 2009–2010. However, if the subregional set-aside, the 
crisis response liquidity allocation, and the special allocation for post-conflict assistance are 
added, the grant portion accounts for about 29% of the total ADF envelope. This is because (i) 
grant-eligible countries more actively availed themselves of the subregional set-aside; (ii) the 
additional $400 million crisis response allocation was made for ADF-only countries, the only 
group of countries eligible for grants; and (iii) special consideration was given to Afghanistan 
and Timor-Leste by providing 100% of their allocations as grants with no volume discount 
because of their post-conflict status. 
 
3. The PBA system has been the bedrock of ADF resource distributions during the ADF X 
period. Of the total ADF allocations in 2009–2010, 81% were directly linked to PBA, which is the 
highest share since 2005. Following the PBA policy, 10% of ADF resources were set aside for 
subregional projects and another about 10% for Afghanistan under the post-conflict assistance 
framework of the policy. As Figure 1 suggests, the special allocation set-aside portion shrank 
significantly in 2009–2010 as Indonesia, which had received a special allocation during its 
transition period, graduated from ADF eligibility at the end of ADF IX. After the additional $400 
million crisis response allocation was added, the share of subregional projects was slightly less 
than 10% since the allocation of the additional liquidity excluded subregional projects. 
Conversely, the crisis response allocation in 2009 contributed to a larger PBA portion of total 
ADF resource allocations. With the inclusion of the PBA portion of the post-conflict assistance to 
Afghanistan, the allocation with a direct link to the PBA rises to 83%.3 

                                                 
1  ADF countries are defined as countries which have access to ADF resources and can be further disaggregated into 

(i) ADF-only countries; and (ii) ADF "blend" countries, which have access to both the ADF and ordinary capital 
resources (OCR). There are currently 28 ADF countries, including 17 ADF-only countries (Afghanistan, Bhutan, 
Cambodia, Kiribati, the Kyrgyz Republic, the Lao People's Democratic Republic (PDR), the Maldives, Mongolia, 
Nauru, Nepal, Samoa, Solomon Islands, Tajikistan, Timor-Leste, Tonga, Tuvalu, and Vanuatu); and 11 ADF blend 
countries (Armenia, Bangladesh, Georgia, the Marshall Islands, the Federated States of Micronesia, Pakistan, 
Palau, Papua New Guinea, Sri Lanka, Uzbekistan, and Viet Nam). Azerbaijan, India, and Myanmar are eligible for 
ADF assistance under ADB’s Graduation Policy but currently do not have access to ADF. 

2 As of 31 March 2009, about 55% of the outstanding ADF legacy loans had been converted to special drawing 
rights, reducing the currency risk. As a result, about $400 million from the prudential minimum liquidity that was 
originally provided to cover the currency risks could be released and added to the ADF commitment authority. The 
allocation of additional liquidity to ADF-only countries was endorsed by donors during the ADF X donors annual 
consultation meeting in May 2009, followed by the approval of the ADB Board of Directors in June 2009.  

3 Of the $548 million in post-conflict assistance allocation to Afghanistan, $102 million was a PBA-based allocation 
and the remaining $446 million was the fraction of the post-conflict assistance premium based on the post-conflict 
assistance formula.  
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ADF = Asian Development Fund, PBA = performance-based allocation.
a The 2009─2010 (A) allocation distribution includes the additional $400 million crisis 

  response allocations to ADF-only countries.

Source: Asian Development Bank.

Figure 1: Distribution of ADF Resource Allocations
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4. Performance orientation. The PBA system has continued to reward better performers 
as measured by country performance assessments (CPAs). Historically, the largest share has 
been directed to strong performers, followed by medium and weak performers. In 2007–2008, 
the shares of strong and medium performers temporarily reversed. 4  However, the normal 
distribution pattern was restored in the 2009–2010 allocations under ADF X with more than half 
of the PBA being channeled to the countries with the highest CPA scores. The 2011–2012 
provisional allocations based on the 2009 CPA indicate even more intensified orientation of ADF 
allocations toward better performing countries.5 The overall trend suggests the performance-
rewarding mechanism in the PBA system is getting stronger. This is also evident from the per 
capita allocation outcome. (Figure A3, Appendix 3).   
 

                                                 
4  This occurred because one ADF-only country with one of the largest shares of the ADF allocation was on the 

border between strong and medium performance in the 2004 CPA, but temporarily deteriorated in the 2006 CPA. 
5  The actual 2011─2012 country allocation outcome will be available toward the end of 2010 based on the outcome 

of the 2010 CPA exercise. 
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Figure 2: Performance-Based Allocation by Performance Group

Notes: Classification of performance groups is based on the composite country performance rating computed
from country performance assessment (CPA) scores and portfolio performance ratings. In calculating the 
allocation share, the data excludes subregional and post-conflict set-asides as well as the allocations of three 
blend countries, which have been subject to the 14% soft cap since 2009.  
a The graph for 2011–2012 indicates the distribution of the provisional performance-based allocation based on
   2009 CPA outcome.
Source: ADB estimates.
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5. Incentive mechanism. Given the vulnerability of Pacific countries to natural disasters 
and other external shocks, and the limited resources available to them in case they need to 
compete with larger ADF recipients, donors agreed to continue earmarking 4.5% of ADF 
resources for the Pacific pool in ADF X. Within this set-aside, the allocations to Pacific countries 
are still made according to the PBA formula, retaining the incentive mechanism of the PBA 
system. To ensure that poorer countries receive an appropriate share of resources, a threshold 
of 14% was set for blend countries. Countries with a PBA exceeding the threshold retain half of 
the amount above the threshold; the other half is redistributed among other ADF countries 
outside of the Pacific. By imposing a soft cap rather than an absolute cap, the modified PBA 
system maintains incentives for blend borrowers, while enabling a larger flow of assistance to 
the poorest countries.6 The post-conflict assistance to Afghanistan has a PBA portion in its 
framework, maintaining incentives for the county to improve country performance (footnote 3). 
 
6. Country needs. Although the PBA system was built upon the premise that scarce 
concessional resources need to be distributed to stronger performers, it also takes into account 
the needs of the less-developed countries. The PBA formula has internalized the so-called small 
country bias into the allocation system. Although more resources are allocated to more 
populous countries, the allocation share increases less than the growth of population size 
across countries, thereby channeling more resources to less populous countries in per capita 
terms. Higher income countries, as measured through gross national income (GNI) per capita, 
have received smaller allocations (Figure 3, Appendix 1).  
 
 

                                                 
6 ADB. 2008. Refining the Performance-Based Allocation of Asian Development Fund Resources. Manila. 
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     Figure 3: Population, Gross National Income per Capita, and Allocation (2009–2010)

ADF = Asian Development Fund, GNI = gross national income.

Source: Asian Development Bank and World Bank.

Note: Population and GNI per capita data were taken from the World Bank's online World 
Development Indicators: http//publications.worldbank.org/WDI/, accessed 24 September 2008.
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7. The development effectiveness of the PBA system requires further review. The effects of 
the ADF allocation and/or country performance on development outcomes could be examined 
by testing its relationship with the Human Development Index, per capita gross domestic 
product growth, or other indicators related to health and mortality. However, the short data 
series and small sample size in the ADF hinder a meaningful empirical analysis at this stage. 
Appendix 5 provides a brief description of this issue.  
 

II. EFFECTS OF POLICY CHANGES ON ALLOCATION OUTCOME 

A. Enhancing Allocations to Poorest Countries 

8. ADF allocations to the poorest countries have significantly increased in absolute 
amounts. Compared with 2007–2008, the overall volume of allocations in 2009–2010 rose 1.5 
times for the Pacific group, 2.4 times for ADF-only countries (except the Pacific and Afghanistan 
unless specified otherwise), and 1.2 times for blend countries. The sizeable increase in the 
entire replenishment size in ADF X also contributed to this outcome.  
 
9. From ADF IX to ADF X, the share of allocations to ADF-only countries increased 
dramatically—even before the additional $400 million allocation was made to that group in 2009. 
Between 2005–2006 and 2007–2008, the PBA share of ADF-only countries slightly decreased. 
In contrast, the share has risen from 21% in 2007–2008 to 29% in 2009–2010 (Figure 4). The 
relative share of ADF-only countries against all ADF resources has shown a similar trend. A 
detailed description of country group shares within ADF resources is provided in Appendix 4. 
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                                                                                                    (Food and Crisis Responses Included)

ADF = Asian Development Fund, PBA = performance-based allocation.

Source: ADB estimates.

Figure 4: Allocation Ratio out of PBA                         Figure 5: Allocaton Ratio Out of PBA
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10. Taking into account the additional ADF allocations in response to crises, the share of 
ADF-only countries increased further, while blend countries were allocated a smaller portion of 
ADF resources (Figure 5). When the ADF allocated an additional $700 million in response to the 
2008 global food crisis to all ADF countries according to PBA system, ADF-only countries 
maintained their allocation share over two biennial periods. However, the additional ADF 
allocation of $400 million to ADF-only countries in response to the global economic crisis 
increased the PBA share for ADF-only countries from 29% to 35% during 2009–2010. 
 
11. Within the ADF-only group, the poorest countries, as measured by GNI per capita, 
received an increasingly larger share of ADF allocations over the ADF IX and ADF X periods 
(Table 1). The bigger change in ADF allocation shares between the two subgroups—about 8 
percentage points—occurred between 2007–2008 and 2009–2010. 
 

Table 1: Allocation Share of Non-Pacific ADF-Only Borrowers  
(%) 

Country Classification Countries 
Allocation share  

2005–2006 2007–2008  2009–2010  

Poorest  
(per capita GNI ≤ $900) 

Cambodia 
Kyrgyz Republic 
Lao PDR 
Nepal 
Tajikistan 

77 80 88 

Other  
(per capita GNI > $900) 

Bhutan 
Maldives 
Mongolia 

23 20 12 

ADF = Asian Development Fund, GNI = gross national income. 
Note: The GNI per capita threshold is based on 2008 World Development Indicators data. The percentage share is 
computed with the summation of allocations for nine Non-Pacific ADF-only countries as the basis. 
Sources: Asian Development Bank and World Bank.  
 
12.  According to the soft cap of 14% for large blend borrowers, a half of the allocation 
shares above the threshold were redistributed to all other ADF countries, except Pacific 
countries. As the result, ADF-only countries have been allocated more resources in both 
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absolute and relative terms. This distributional outcome in favor of ADF-only countries was 
accentuated by the additional ADF allocations in 2009 in response to the global economic crisis. 
 
13. Three countries—Bangladesh, Pakistan and Viet Nam—have become subject to this soft 
cap. About $206 million was redistributed from these three countries in 2009–2010. This has 
brought about a shift of 5 percentage points in the allocation between ADF-only and blend 
countries within the non-Pacific country group when compared to the allocation outcome if the 
soft cap had not been applied. 

 

  Figure 6: Allocation Shares Without Cap and With Cap, 2009–2010

Note: In computing the allocation shares between ADF-only and blend country groups, 
set-asides for the Pacific, post-conflict assistance, and subregional projects are excluded.
Source: ADB estimates.

ADF = Asian Development Fund.
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14. The 2-year suspension of the post-conflict assistance phaseout to Afghanistan will also 
contribute to channeling more resources to the poorest ADF-only countries. The phaseout will 
be suspended for 2011–2012, securing about $162 million or 30% of Afghanistan’s 2009–2010 
allocation in additional resources. This will help the country most in need for external assistance 
cope with challenges in essential reconstruction and rehabilitation efforts. 
  
B. Adopting a New Conversion Scale for Portfolio Performance Ratings 

15. The new conversion scale for portfolio performance ratings has reduced the volatility in 
those ratings. The new scale was used for the 2009–2010 allocations in accordance with the 
ADF X donors’ agreement, which was also reflected in the 2008 policy change. The new scale 
was derived as follows: (i) the distribution of CPA scores was used to determine the range of 
portfolio performance ratings and the percentage of countries that will fall within each rating 
category, and then (ii) the projects-at-risk ratios were matched with this distribution. The pooled 
CPA results from 2006–2008 were used for the ratings distribution and the pooled percentage of 
projects at risk was used in determining the matching scales to avoid any idiosyncrasy in data 
from a single year (footnote 6). With this matched scale, the portfolio ratings have become no 
more volatile than the CPA ratings. The conversion procedure is explained in detail in Appendix 
2. In addition, although reporting a project with potential problems was a useful early-warning 
device, its link to the ADF allocation has become a disincentive to timely and proper reporting. 
To remove this disincentive, projects classified as “at risk” were limited to those actually 
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experiencing problems. As a result of these measures, the volatility of portfolio performance 
ratings has declined. The standard deviation of portfolio performance ratings under the new 
conversion scale has dropped by about 40% from the old scheme (Table 2). 
 

Table 2: Volatility of Portfolio Performance Ratings  
in Country Performance Assessments, 2008 

Country Group 
Standard Deviation 

under Old System (A) 
Standard Deviation 

under New System (B) 
Difference 

(A–B) 
Pacific 0.14 0.14 0 

Non-Pacific 0.82 0.48 0.33 
All 0.62 0.37 0.24 

Source: ADB estimates. 
 
16. It is premature to determine whether this improvement will lead to less fluctuation in 
country allocations over time. Average standard deviations of the 2009–2010 ADF country 
allocations under the new and the old conversion scales do not yet suggest a sizeable reduction 
in volatility. This may be because the portfolio performance ratings bear relatively smaller weight 
than other performance and needs factors within the allocation formula. However, as the policy 
change was based on the perception that volatile portfolio ratings can obscure the impact of 
CPA indicator changes on country allocations, the effect of the scale adjustment on the 
historical allocation fluctuations needs to be assessed when more allocation outcomes 
accumulate. 
 
C. Increasing the Portion of Subregional Set-Aside 

17. In accordance with the ADF X donors’ agreement, the subregional set-aside was 
doubled from up to 5% to up to 10% of the biennial ADF envelope. In 2009–2010, this 
amounted to $538 million for 19 projects. The eligible projects, compiled from project proposals 
by regional departments, were prioritized based on five criteria (footnote 6):  
 
 (i)  Distribution of project benefits. Projects covering more countries were given 

higher priority.  
 (ii)  Leveraging external resources. Projects with larger shares of additional 

financing (i.e., government counterpart, ADF from PBA beyond the required 
amount, official cofinancing, ordinary capital resources, or private) were given 
higher priority.  

 (iii)  Supporting institutional and policy harmonization. Projects supporting 
deeper integration and lowering cross-border transaction costs were given 
preference.  

 (iv)  Consolidating earlier gains. Projects that build on previous successful regional 
cooperation efforts were given priority. 

 (v)  Geographical distribution. Consideration was also given to ensure a wide 
geographical distribution of subregional funds.  

 
18. Central Asia and Southeast Asia together accounted for three-quarters of the allocations 
from the subregional set-aside in 2009–2010. The remaining one-quarter was allocated to other 
subregions of East Asia, South Asia, and the Pacific. Spearheaded by Central Asia Regional 
Economic Cooperation and Greater Mekong Subregion projects, most subregional projects in 
these regions focused on infrastructure, including transport and logistics improvements. The 
ADF subregional set-aside also supported the provision of public goods through such 
operations as communicable disease control projects in Southeast Asia.  
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Figure 7: Distribution of Projects from Subregional Set-Aside, 2009–2010

           Source: Asian Development Bank.
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19. The increase in the subregional set-aside has helped to distribute resources more 
evenly across subregions and over ADB’s strategic foci on regional cooperation and 
integration.7 Compared with the ADF IX period, the share of cross-border infrastructure projects 
from the subregional set-aside has declined, while the share of regional public goods projects 
has increased. At the same time, Greater Mekong Subregion countries are getting a smaller 
share, while countries in the Central Asia Regional Economic Cooperation and South Asia 
Subregional Economic Cooperation programs are getting much bigger shares compared with 
ADF IX. This suggests that the geographical distribution of subregional projects is improving 
(footnote 7). 
 
20. The 10% set-aside has led to a significant expansion in the number and total amount of 
subregional projects. In 2005–2006, $186 million was allocated to nine subregional projects; in 
2007–2008, $166 million was allocated to five subregional projects. The 2009–2010 subregional 
set-aside has supported more than double the number and about triple the amount of projects in 
those two earlier bienniums. Although the average project size in terms of the amount has not 
risen, the increase in the subregional set-aside in conjunction with the remarkable expansion in 
the overall ADF envelope size has allowed the growing demands for subregional projects to be 
accommodated. 

 
21. Under the country ownership requirement, which has been strengthened under ADF X, 
recipients of ADF subregional allocations must provide $1 from its country allocation for every 
$2 allocated from the equivalent of their subregional pools. The $538 million subregional 
allocation in 2009–2010 is supposed to generate an additional $269 million contribution from 
country allocations, which will further augment the gross resource share used for subregional 
projects within the ADF pool. The intention of some countries to contribute even more from their 
country allocations than the policy requirement reflects the emphasis on regional cooperation 

                                                 
7  ADB’s regional cooperation and integration strategy in 2006 identified four separate but interrelated activities or 

pillars: (i) cross-border infrastructure and related software; (ii) trade and investment cooperation and integration; 
(iii) monetary and financial cooperation and integration; and (iv) cooperation in regional public goods, such as 
prevention of communicable diseases and environmental degradation. See ADB. 2010. Development Effectiveness 
of RCI Initiatives. Discussion paper for ADF X Midterm Review. Manila. 18–19 November.   
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and integration.8 To mitigate the effect that a change in the country ownership eligibility criterion 
might have on countries with smaller allocations, ADF X limited the required ownership 
contribution to 20% of the country allocation. This ceiling has not been triggered yet, and only 
one ADF-only country is expected to use this provision in 2010. However, this will not strain the 
subregional set-aside significantly as the additional funding requirement from the subregional 
pool because this ceiling provision has been triggered is expected to be minimal.     
 

III. REVIEW OF POST-CONFLICT ASSISTANCE PHASEOUT 

A. ADB Approach to Post-Conflict Assistance 

22. ADB has harmonized its approach to work in post-conflict countries with that of the 
International Development Association (IDA). In addition, ADB's allocations from the ADF to 
post-conflict countries were agreed upon with donors separately during ADF replenishment 
negotiations. 
 
23. During the ADF X negotiations, donors agreed that ADF post-conflict country allocation 
arrangements would generally follow those of IDA. They also agreed that Afghanistan would 
begin a phaseout from the exceptional post-conflict assistance beginning in 2009–2010.9 ADB 
revised its PBA policy accordingly in 2008 and introduced a 6-year post-conflict phaseout for 
Afghanistan and Timor-Leste (footnote 6). To determine the post-conflict premium to 
Afghanistan, ADF X donors also agreed to scale up the exceptional biennial allocation under 
ADF X in proportion to the increase in the overall size of the ADF from ADF IX to ADF X. This 
amounted to $670 million.10 Under the revised PBA policy, the post-conflict premium during the 
ADF X period is calculated as follows:  
 

(Post-Conflict Premium) = ($670 million) – (PBA Formula-Based Allocation). 
 

24. For the first year of the phaseout, Afghanistan received its PBA formula-based allocation 
plus six-sevenths (6/7) of the post-conflict premium. For the second year, the country received 
its PBA formula-based allocation plus five-sevenths (5/7) of the post-conflict premium. The 6-
year phaseout period covers three biennial allocation periods. In the biennium following the 6-
year post-conflict phaseout, Afghanistan's allocation would be driven only by the PBA system. 
 
25. ADF donors agreed that Timor-Leste’s allocation would be brought into the regular PBA 
system within the Pacific beginning in 2009–2010. At the same time, it was proposed that ADB 
take a cautious approach to assistance by providing ADF grants on an exceptional basis. 
Regardless of its debt distress status, Timor-Leste will receive 100% of its allocation as grants 
in 2009–2010, 67% as grants and 33% as loans in 2011–2012, and 33% as grants and 67% as 
loans in 2013–2014. No volume discount will be applied to Afghanistan and Timor-Leste 
because of their post-conflict status. The ADF X donors also agreed that the treatment of the 
post-conflict countries—particularly the plan to phase out exceptional assistance—would be 
reassessed during the ADF X midterm review (footnote 9). 
 

                                                 
8  According to the 2009─2010 pipeline, the contribution to subregional projects from PBA is indicated as $419 million.  
9  ADB. 2008. Asian Development Fund X Donors' Report: Towards an Asia and Pacific Region Free of Poverty.  

Manila (para. 71). 
10 The exceptional post-conflict allocation to be used in calculating the premium for the third biennium will depend on  

the outcome of the ADF XI replenishment discussions. 
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B. Allocation Outcome of the Post-Conflict Assistance Phaseout 

26. By applying the post-conflict premium formula, Afghanistan received $548 million during 
2009–2010. This was a major increase from the $400 million allocation in the previous biennial 
periods. Without special consideration for the post-conflict status, Afghanistan’s PBA would 
have been only $102 million, largely because of its low CPA score in conjunction with its 
nascent state and institution rebuilding, and its economic recovery status.  

 

Figure 8: Afghanistan’s ADF Allocation in 2009–2010 with Comparisons

PBA = performance-based allocation.
Source: Asian Development Bank.
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27. Timor-Leste’s ADF allocation has been absorbed into the regular PBA framework within 
the 4.5% resource pool earmarked for Pacific countries. Its 2009–2010 allocation before the 
additional crisis response allocation was maintained at almost same level as in 2005–2006 and 
2007–2008.  
 
C. Suspension of Post-Conflict Assistance Phaseout to Afghanistan 

28. A provisional estimate based on the 2009 CPA ratings indicated that Afghanistan would 
receive $386 million for 2011–2012.11 Assuming the ADF replenishment size and other country 
indicators remain constant, Afghanistan would receive $224 million for 2013–2014 based on the 
current formula. In 2015–2016, following the post-conflict phaseout, Afghanistan would receive 
its ADF allocation through the regular PBA system. 
 
29. Several ADF donors have expressed concerns about the impact that the decline in 
allocations resulting from the current phaseout framework would have on ADB operations in 
Afghanistan. In response, ADB Management proposed to donors options to maintain 
Afghanistan's current ADF allocation level. At the ADF X donors annual consultation meeting in 
Tashkent, donors supported the option to suspend the phaseout adjustment for 2 years (2011–

                                                 
11 This estimate is based on the ADF commitment authority and the CPA outcome used for the 2009–2010 allocation. 
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2012). Following the donors’ agreement, the ADB Board of Directors approved the 2-year 
suspension of the post-conflict phaseout in July 2010. 

 
30. The $162 million of additional post-conflict assistance from the 2-year suspension of the 
phaseout12 is on top of the debt relief under the enhanced Heavily Indebted Poor Countries 
Initiative. Afghanistan reached the completion point under the initiative in January 2010, and the 
entire amount of debt relief from the ADF is forecast at $106 million in nominal terms. The lost 
reflows from the initiative’s debt relief to Afghanistan during ADF X would total only $4.1 million, 
but they would increase significantly during ADF XI to $23.6 million.13 

 
31. Donors agreed that the financing mechanism to cover the additional resource 
requirements, estimated at $162 million for 2011–2012, would be considered during the ADF X 
midterm review. Additional contributions by donors would be explored within the ADF X period14 
or under the ADF XI replenishment. In the latter case, partial and temporary utilization of the 
remaining $558 million in usable liquidity of the ADF would fill the financing gap.15 

 
32. Given Afghanistan’s post-conflict status, the additional $162 million in ADF resources in 
2011–2012 will be in the form of grants with no volume discount. This additional grant amount 
will reduce the ADF liquidity level and investment returns, as well as increase the forgone 
principal and interest from grant provision. During 2011–2047, this assistance is estimated to 
result in a compounded loss of income of $104 million and grant principal repayment of $162 
million—or a total amount of $266 million. The net present value of the total financial loss of 
$266 million is estimated at $190 million. Appendix 6 provides the indicative funding 
requirements by donors under the two scenarios in para. 31 based on the ADF X burden share 
scheme. 

 
33. The future post-conflict assistance framework for Afghanistan after the 2-year phaseout 
suspension will be determined during ADF XI replenishment discussions. The IDA is also 
reviewing the framework for post-conflict phaseout under its ongoing replenishment discussions. 
During its second replenishment meeting in Bamako, Mali, IDA management proposed two 
options for donors’ consideration: (i) extending the phaseout period uniformly by 2 years, or (ii) 
extending the phaseout period for individual countries on a case-by-case basis. As a majority of 
IDA donors supported the case-by-case option, IDA is expected to adopt this approach. Under 
this approach, the post-conflict assistance phaseout to Afghanistan, originally assumed to end 
in fiscal year 13 based on the 6-year phaseout,16 will be extended through the end of the IDA16 
period (fiscal year 14) with the possibility of further extension if donors agree it is warranted in 

                                                 
12 This amount is the difference between $548 million, the allocation under the 2-year phaseout suspension and $386 

million, the allocation which would have been available under the original phaseout schedule. This estimation is 
based on the assumption that the biennial ADF envelope size will be constant as in 2009–2010, and that 
Afghanistan's PBA portion will also be the same as in 2009–2010. Actual allocations will be affected by the updated 
estimate for the ADF commitment authority and the latest CPA outcome when the biennial allocations are made. 

13 ADB. 2010. Update on the Status of Debt Relief. Background paper for ADF X Midterm Review. Manila. 18–19 
November.   

14 Actual contributions by donors for the additional 2011–2012 allocations may be executed during 2011 to finance 
2012 projects as the 2011 project approvals could still be within the original $386 million biennial allocation. 

15 Footnote 47 of the ADF X Donors' Report indicates that under the new ADF financing framework an enhanced 
prudential liquidity policy was introduced in November 2007, which has led to the identification of an estimated 
$2.30 billion (SDR1.45 billion) in usable liquidity on a one-time basis. Donors agreed to use part of that liquidity for 
the ADF X replenishment and agreed to discuss the use of the remaining $600 million (SDR378 million) during the 
midterm review. The usable liquidity was estimated at $558 million equivalent as of June 2010 because of foreign 
exchange fluctuations. ADB. 2010. ADF X: Mobilization of Resources and Financial Management. Discussion 
paper for ADF X Midterm Review. Manila. 18–19 November.   

16 The IDA fiscal year 13 begins on 1 July 2012 and ends on 30 June 2013. 
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the context of the subsequent replenishments. ADB Management will propose options for the 
future phaseout framework to donors during ADF XI discussions in consideration of the updated 
assessment of the post-conflict recovery status, as well as IDA’s decisions on the treatment of 
Afghanistan’s post-conflict assistance. 
 
D. Financing Modality of Post-Conflict Assistance to Timor-Leste  

34. It is proposed that plans to phase out grants and phase in loans to Timor-Leste over the 
6-year phaseout period be maintained, as donors agreed during ADF X discussions. The 
economy of Timor-Leste is faring well, building on the accumulating petroleum fund among 
others. Currently, IDA provides the grant portion of its allocation, which is 60% of its PBA 
allocation to Timor-Leste. As the country is assumed to be subject to the hardened term 
category,17 IDA is expected to provide 100% of its allocation in credits under IDA16.18 ADB has 
adopted a cautious approach in gradually escalating the loan portion of its allocation to Timor-
Leste. It is proposed that ADB maintain the original financing modality plan of providing 67% of 
its allocation in grants and 33% in loans in 2011–2012, and 33% in grants and 67% in loans in 
2013–2014. A volume discount will not be applied because of the country’s post-conflict status. 
The provision of loans could be aligned with the country’s new financial legislation, which was 
amended in late 2009 to enable borrowing that would be subject to Parliamentary approval of 
specific loans. Any further developments on the assessment of the post-conflict status of Timor-
Leste could be discussed during the ADF donors’ consultation meeting to be held on the 
sidelines of the ADB Annual Meeting in 2011. 
 

IV. CRISIS RESPONSE FACILITY IN ADF 

35. Economic crises and natural disasters pose serious threats to ADF countries. Economic 
growth is undermined, reversing the progress made in achieving the income and poverty related 
targets under the Millennium Development Goals in many developing countries. Negative 
repercussions on social aspects of the crisis hit countries could unfold for an extended period 
through second or third round effects of the crisis. Once eroded, the development foothold often 
requires asymmetrically large resources and efforts to recover compared with those needed to 
reach the same development level before the crisis. Least-developed countries and fragile 
states are the most vulnerable to external shocks because of their inherent weaknesses. They 
lack sufficient public sector resources to cope with the crisis, and have weak policy 
implementation and management capacity in terms of preparedness, swift management of 
ongoing crises, and effective post-crisis recovery and reconstruction measures. 
 
36. ADF countries have suffered recurring economic crises, and the ADF has responded by 
allocating more resources to them. Relying on imports of cereal and other agricultural products 
for their main staples, and imports of oil and other petroleum products in many cases, ADF 
countries have been constantly exposed to unpredictable swings in international commodity 
prices. The additional $700 allocation made to ADF countries in 2008 was to help them cope 
with the food crisis. In the wake of the recent global economic crisis, the ADF released $400 
million of additional liquidity to ADF-only countries, which were fiscally stretched and did not 
have easy access to the international capital market. These measures could be mobilized 
because in both cases one-time excess liquidity was identified and used for an urgent purpose. 
In addition, crisis-hit ADF countries front-loaded their country allocations, which allowed them 
some flexibility to mobilize resources for immediate needs during the crises. 
                                                 
17 IDA countries with the income above the IDA operational cut-off level but deemed not creditworthy are eligible for 

IDA resources on hardened terms compared to regular IDA credit terms.  
18 IDA16 covers fiscal year 2012 to fiscal year 2014. 
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37. If excess liquidity had not been available, the ADF could have faced serious constraints 
in mobilizing resources to respond to the crisis, and ADB’s reaction time would have been 
stretched significantly. The additional allocation was made in a uniform and equitable manner, 
following the PBA formula, to intensify the impact of the ADF’s response without delay. This 
approach was chosen over a filtering system that differentiates crisis impact across affected 
countries. A more systematic approach that ensures timely resource availability and a proper 
filtering mechanism would improve the effectiveness of the ADF’s crisis response.  

 
38. ADF countries frequently are affected by natural disasters such as droughts, floods, 
earthquakes, and tsunamis. In response, ADB has set up and administered special or 
emergency trust funds, including the Asian Tsunami Fund, the Pakistan Earthquake Fund, and 
the Asia Pacific Disaster Response Fund. However, these special funds are mostly for 
responses to disasters after they have happened. The ADF does not have a dedicated 
contingency mechanism to execute disaster responses swiftly. Under the PBA policy, no ADF 
resources are kept in reserve to meet disaster and emergency needs. To the extent possible, 
disaster and emergency needs are met through the reallocation of resources within existing 
programs of the affected ADF country, and by drawing on loan cancellations and savings. If 
these measures are insufficient, country demands must be met by borrowing against future 
allocations19 or, in exceptional cases, by reducing other countries’ allocations.20 

 
39. A crisis response facility to respond quickly and judiciously to economic crises and 
natural disasters may warrant consideration. When ADF countries have faced crises, ADB has 
reacted quickly and mobilized available resources to support essential relief efforts and provide 
necessary assistance. In addition, the widespread use of fast-disbursing program lending 
reduced the reaction time in the field and the expansion of the trade finance facilitation program 
helped crisis-hit countries gain access to trade finance, which is vital to cushioning the shock of 
the economic crisis on trade. Nevertheless, the availability and the timeliness of an ADF liquidity, 
which may not always coincide with the incidence of the crises, has been the centerpiece of the 
ADF crisis response. In devising a crisis response framework to be better prepared for the 
future, a few lessons can be drawn from past economic crisis and disaster response activities: 
(i) without swift and adequate assistance in the initial stage, the costs afterwards will become 
much larger; (ii) mobilization of additional resources is essential to making effective 
interventions in the field; and (iii) a proper screening system with preset criteria could help 
maximize the effects of the assistance as compared with channeling the resources based on the 
normal performance and needs criteria.  
 
40. Detailed discussions on the need for a crisis response facility within ADF will be left for 
the ADF XI replenishment discussions. The possibility of establishing such a facility requires 
examining a variety of issues: (i) the complementary functions of international donors’ 
assistance, which are crucial in enhancing the effectiveness of the crisis response; (ii) 
maintaining the core role of PBA in calibrating ADF resources to recipient countries; and (iii) the 
additionality requirement to keep the resources for regular development assistance intact. It is 
proposed that further study be conducted on the need to establish a crisis response facility to 
address economic crises and natural disasters. More detailed proposals will be developed for 
donor discussions during the ADF XI replenishment. 
 

                                                 
19 Georgia utilized $40.6 million in 2008 against its 2009─2010 ADF country allocation based on this provision. 
20  ADB. 2004. Review of the Asian Development Bank's Policy on the Performance-Based Allocation of Asian 

Development Fund Resources. Manila.  
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V. CONCLUSIONS 

41. This paper discussed the effects of policy changes introduced under ADF X on ADF 
resource allocations, and affirmed that changes in the PBA system generally have produced the 
intended results. Some areas still need to be examined further when more PBA experiences 
and longer series of outcomes become available. 
 
42. ADF deputies are asked to consider the following issues: 

(i) The financing mechanism to cover the additional resource requirements (about 
$162 million) because of the suspension of Afghanistan’s post-conflict phaseout for 2 
years, 2011–2012.  
(ii) The post-conflict assistance phaseout to Timor-Leste. ADB proposes that the 
financing modality for the post-conflict phaseout assistance to Timor-Leste agreed to by 
donors during the ADF X replenishment, be maintained. 
(iii) Further study on the need to establish a crisis response facility to address 
economic crises and natural disasters. More detailed proposals will be presented for 
discussion during the ADF XI replenishment. 
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ALLOCATION FORMULA FOR ADF RESOURCES 

 
1. The allocation formula is a weighted geometric function of the composite country 
performance rating, per capita income, and population. The allocation shares are scaled so that 
they sum to one, i.e., the formula is calibrated to ensure that total allocations will equal total 
available resources. Let CCPR denote the composite country performance rating, PCI denote 
per capita income (or gross national product where national income estimates are not available), 
and POP denote population. For each country, i, the share of the Asian Development Fund-
allocated resources, Si, is determined by the following formula: 
 
 Si = CCPRi 

2.00 × PCIi 
-0.25 × POPi 

0.60 × C 

2. The scaling factor, C, is a constant term where: 

 C = 1 ÷ ∑i (CCPRi 
2.00 × PCIi 

-0.25 × POPi 
0.60) 

3. The effect of the squaring of the CCPR on its component parts is as follows: 
 
 CCPRi

2.00 = (policy and institutional rating)i 
1.40 × (governance rating)I 

2.00  

   × (portfolio performance rating)i 
0.60 

which highlights the importance of the governance rating in the overall country allocation. 

4. Each country’s indicative assistance level is derived by applying its country allocation 
share to the Asian Development Fund commitment authority. 
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 CHANGE IN THE CONVERSION SCALE OF PORTFOLIO PERFORMANCE RATINGS 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

AFG = Afghanistan, ARM = Armenia, BAN = Bangladesh, BHU = Bhutan, CAM = Cambodia, GEO = Georgia, KIR = Kiribati, KGZ = Kyrgyz Republic, LAO = Lao 
People's Democratic Republic, MLD = Maldives, RMI = Marshall Islands, FSM = Federated States of Micronesia, MON = Mongolia; NAU = Nauru, NEP = Nepal, PAK 
= Pakistan, PAL = Palau, PNG = Papua New Guinea, SAM = Samoa; SOL = Solomon Islands, SRI = Sri Lanka, TAJ = Tajikistan, TIM = Timor-Leste, TON = Tonga, 
TUV = Tuvalu, UZB = Uzbekistan, VAN = Vanuatu, VIE = Viet Nam 
Source: ADB estimates. 

2008 Project Portfolio Performance Rating Recalibration of share of projects at-risk

# DMCs %

1. MLD 34.4   

2. UZB 18.9   

3. ARM 17.2   

4. SAM 13.0   

5. BHU 12.3   

6. TIM 11.1   

7. PAK 10.9   

8. SRI 10.7   

9. NEP 9.4   

10. PNG 8.7   

11. VIE 7.7   

12. CAM 7.4   

13. AFG 6.2   

14. LAO 5.8   

15. MON 4.8   

16. BAN 3.8   

17. TAJ 3.6   

18. SOL 3.4   

19. KGZ 1.1   

20. FSM 0.0   

21. GEO

22. KIR

23. RMI

24. NAU

25. PAL

26. TON

27. TUV

28. VAN

2008
Projects at Risk

(Actual)
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Under ADF IX, the scale for converting 
countries' shares of project at-risk to country 
performance assessment (CPA) scores 
defined 4 percentage point ranges for each 
half point starting at 2% (approximating a 
scale where score = 6 - 10 p where p is the 

proportion of projects at risk). Assigning 
scores to the share of projects at-risk in 
2007 yields the following distribution.

The actual shares of project at risk in the above country portfolios are as follow s: FSM'08-0.0 BHU'06-0.5 KGZ'08-1.1 
MON'06-1.6 SAM'07-2.3 CAM'06-2.4 INO'08-3.3 SOL'08-3.4 INO'06-3.4 INO'07-3.5 TAJ'08-3.6 BAN'08-3.8 PNG'06-4.2 
LAO'06-4.7 MON'08-4.8 MON'07-5.7 TAJ'07-5.7 LAO'08-5.8 AFG'08-6.2 CAM'08-7.4 VIE'08-7.7 PAK'07-7.8 TAJ'06-8.1 
SRI'06-8.3 PNG'08-8.7 BAN'07-8.7 LAO'07-8.7 NEP'08-9.4 BHU'07-9.7 PAK'06-9.7 MLD'06-10.6 SRI'08-10.7 PAK'08-10.9 
TIM'08-11.1 BAN'06-11.4 VIE'06-11.7 AZE'08-11.9 KGZ'07-12.0 BHU'08-12.3 CAM'07-12.4 SAM'08-13.0 VIE'07-13.0 
PNG'07-14.3 KGZ'06-14.3 AFG'07-14.5 MLD'07-17.0  ARM'08-17.2 SRI'07-17.2 AFG'06-17.3 SAM'06-18.5 UZB'08-18.9 
NEP'07-20.7 AZE'07-25.8 FSM'07-27.1 NEP'06-29.7 FSM'06-32.0 UZB'06-34.1 MLD'08-34.4 AZE'06-50.2 UZB'07-56.6

a  The CPA score is the unweighted average of the ratings from the 
assessment of country policy and institutional performance from 
the 2006, 2007, and 2008 CPA exercises. This is comprised of the 
country's scores on the following four assessment clusters: (i) 
economic management, (ii) structured policies, (iii) policies for 
inclusion and social equity, and (iv) governance is used. The 
average is rounded to nearest 0.5.

Step 2. Rank and distribute countries according to the percent of 
projects at risk over the period 2006 to 2008 to duplicate the 
distribution of CPA scores.

Step 1. Determine the distribution from "CPA" ratings from 
2006 to 2008.

Step 3. Assign scores based on the 
previously defined ranges of projects at risk.
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PER CAPITA ALLOCATION BY PERFORMANCE GROUP 

 
1. Figure A3 presents per capita Asian Development Fund allocation based on the 
performance-based allocation system across different performance groups. 
 

Figure A3: Performance-Based Allocation Per Capita Allocation 
      by Performance Group

Notes: Classification of performance groups is based on composite country performance ratings computed 
from country performance assessment (CPA) scores and portfolio performance ratings. In calculating the 
allocation share, the data excludes subregional and post-conflict set-asides, allocations for small island 
countries, and the allocations of three blend countries, which have been subject to the so-called 14% soft 
cap since 2009. 
a Graph 2011–2012 indicates the distribution of provisional performance-based allocation based on the 2009 

  CPA outcome.
Source: ADB estimates.
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2. As Figure A3 shows, the largest share of the performance-based allocation is directed to 
the highest performing group, while the smallest share is allocated to the weak performing 
group.    
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ALLOCATION SHARES OF ADF-ONLY COUNTRIES OUT OF ADF RESOURCES 

 
1. Of all Asian Development Fund (ADF) resources, the share of ADF-only countries shows 
a similar trend to the share of performance-based allocation (PBA) resources. The portion of 
special allocation set-aside shrank significantly in 2009–2010 as Indonesia which had received 
special ADF allocation during the transition for the graduation from ADF at the end of ADF IX 
period. 
 

  Figure A4.1: Allocation Ratio Out of ADF                Figure A4.2: Allocation Ratio Out of ADF 
                     (Food and Crisis Responses Included)

      ADF = Asian Development Fund, SA = Special Allocation.

      Source: ADB estimates.

      Notes: The special allocations are to a post-conflict country, a country under watch list for graduation, etc. The ratio excludes   
     subregional set-aside from the calculation.  

3.7% 3.6% 4.0%

18% 17%

26%

60% 59% 59%

19% 20%

11%

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

70.0%

2005─2006 2007─2008 2009─2010

Pacific/ADF ADF-Only/ADF Blend/ADF SA/ADF

3.7% 3.8% 4.0%

18% 18%

31%

60% 62%

54%

19% 17%

10%

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

70.0%

2005─2006 2007─2008 2009─2010

Pacific/ADF ADF-Only/ADF Blend/ADF SA/ADF

 
 
2. As was the case with the PBA, the $400 million in additional ADF allocations to ADF-
only countries as a crisis response significantly intensified the poorer country orientation of 
overall ADF allocations (Figure A4.2). 
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DEVELOPMENT EFFECTIVENESS OF PERFORMANCE-BASED ALLOCATION SYSTEM  

IN ADF 
 

1. The development effectiveness and/or outcomes of the performance-based allocation 
(PBA) system can be examined in a variety of ways. One common way is to look at the 
correlation between country performance assessment (CPA) scores (or PBA outcomes) and 
indicators of development outcomes such as the Human Development Index (HDI), per capita 
gross domestic product (GDP) growth, and other health- and mortality-related indicators. 
Although this approach has its own shortcomings, it does explore whether any substantive 
relationship exists between country performance and/or aid allocations and recipient countries’ 
development outcomes. This experiment has two outstanding issues. First, depending on the 
duration of the PBA experience, some institutions may not have enough data to conduct an 
empirically meaningful regression test. Second, although such empirical tests may suggest the 
existence of certain types of relationships, this may not necessarily confirm the causality in 
either direction. The Asian Development Bank (ADB) has had limited experience with CPAs and 
PBA as these mechanisms were only introduced in 2001 for its Asian Development Fund (ADF) 
allocation system. Moreover, there was a structural break in the framework of the CPA and in 
the PBA formula in 2004, further limiting the available data. Thus, a meaningful regression 
analysis is hindered by (i) this relatively short data series in conjunction with ADB’s shallow 
experience with CPAs and PBA and (ii) a narrow sample base because ADB has fewer eligible 
countries than other institutions. 
 
2. Despite these constraints, this appendix examines the overall relationship between CPA 
and PBA outcomes and development outcome indicators by demonstrating the short-term 
historical trends across countries. HDI has been perceived as one of the best indicators for 
measuring development effectiveness or outcomes. Published by the United Nations 
Development Programme, HDI consists of three main dimensional indexes: the life expectancy 
index, the education index, and the GDP index. The life expectancy index is measured by life 
expectancy at birth; the education index by adult literacy and the gross enrollment ratio; and the 
GDP index by GDP per capita (in purchasing power parity, $). In this appendix, the change in 
HDI across countries over 2006 and 2007 is examined as a proxy to measure the development 
outcomes in recipient countries. In addition, the 2006 CPA and 2005─2006 PBA outcomes 
across countries are compared to the cross-country trend in the HDI change. The change in HDI, 
rather than the level of HDI, is examined in exploring the overall relationship to shed some light 
on the potential causal effect of country performance and/or ADF allocation on the development 
impact.1 
 
3. As Figure A5.1 shows, CPA scores have a positive—albeit weak—correlation with HDI 
change. Cross-country distribution of CPA and the change in HDI are examined over 2006 and 
2007. The overall trend of 2006 CPA and HDI change in 2006─2007 across countries suggests 
a positive relationship. The same pattern is observed for 2007 CPA and HDI change in 
2006─2007 across countries. This is also substantiated by a modest but postive correlation 
coefficient between the CPA series and the change in HDI at about 0.24. However, this analysis 

                                                 
1 During International Development Association (IDA)15 replenishment discussions, IDA conducted a study on the 

link between CPA and development outcome based on proxies such as HDI change, immunization rate change, 
and GDP per capita change. In a paper for the IDA15 midterm review meeting, IDA expanded the data series and 
also tested the correlation between IDA allocations and commitments and development outcome indicators. In this 
paper, an overall relationship is examined between HDI change and CPA and PBA through cross-country data. 
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is constrained by the narrow sample base, producing greater than 0.1 p-value. 2  HDI is 
publicized for only 18 of the 28 ADF countries, which excerbates the small sample size problem 
and undermines the empirical significance of the correlation coefficient. 
 

                Figure A5.1: Change in Human Development Index
              and Country Performance Assessment Level

ADF = Asian Development Fund, CPA = country performance assessment, HDI = Human Development Index.

Notes: ∆HDI indicates change in HDI from 2006 to 2007. Graphs are depicted on ADF countries with  
available CPA and HDI data at the same time.
Source: United Nations Development Programme. Human Developmetn Report 2009. 
http://hdr.undp.org/en/statistics, and ADB estimates.
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4. As Figure A5.2 shows, ADF country allocations through the PBA system do not suggest 
a significant link to the change in HDI across countries. A slight negative correlation coefficient 
between the allocation series and the change in HDI series corroborates this finding. The 
correlation between PBA per capita and HDI change also does not suggest a definite 
relationship. This can be attributed to two factors: (i) country coverage may not be sufficient 
even for a depiction of a simple cross-country trend to elicit a substantive link; and (ii) because 
ADF assistance accounts for a small portion of international assistance by multilateral and 
bilateral donors, other confounding factors may make it extremely difficult to single out the pure 
effect of ADF allocations on development outcomes. Focusing on the countries with the ADF as 
the major development funding source would help to refine this issue. However, such an 
approach would exacerbate the problem of narrow incidence base. More rigorous empirical 
examination of development effectiveness will have to be revisited when sufficient data series 
accumulate. 

                                                 

2  In statistical significance testing, the lower the p-value, the more "significant" the result is, in the sense of statistical       
significance. Wikipedia. http://en.wikipedia.org. 
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                    Figure A5.2: Change in Human Development Index 

                     and Performance-Based Allocation Level

ADF = Asian Development Fund, HDI = Human Development Index, PBA = performance-based allocation.
Notes: ∆HDI indicates change in HDI from 2006 to 2007. Average 2005─2006 PBA data indicates half of 
ADF country allocations in 2005─2006. Graphs are depicted on ADF countries with  available PBA and 
HDI data at the same time.
Source: United Nations Development Programme. Human Developmetn Report 2009. 
http://hdr.undp.org/en/statistics, and ADB estimates.
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ppe
ndix 6 

BURDEN SHARE FOR FINANCING SUSPENSION OF AFGHANISTAN PHASEOUT 
(at 30 September 2010 Exchange Rates) 

Item

Austria 0.91 € 1.13903 1,042,290 1,617,915 1,187,198 1,222,439 1,897,554 1,392,393

Belgium 0.72 € 1.13903 821,744 1,275,568 935,990 963,774 1,496,037 1,097,766

Canada 4.50 Can$ 1.60272 5,135,899 7,972,300 8,231,400 6,023,586 9,350,229 9,654,111

Denmark 0.43 DKr 8.48843 489,536 759,892 4,155,393 574,147 891,231 4,873,609

Finland 0.73 € 1.13903 827,507 1,284,514 942,554 970,533 1,506,529 1,105,465

France 3.48 $ 1.55227 3,971,333 6,164,580 6,164,580 4,657,736 7,230,062 7,230,062

Germany 4.82 € 1.13903 5,503,830 8,543,428 6,269,022 6,455,109 10,020,069 7,352,557

Ireland 0.90 € 1.13903 1,021,897 1,586,260 1,163,971 1,198,522 1,860,429 1,365,151

Italy 3.00 € 1.13903 3,423,933 5,314,867 3,899,959 4,015,724 6,233,486 4,574,026

Luxembourg 0.10 € 1.13903 114,131 177,162 129,999 133,857 207,783 152,468

Netherlands 2.34 € 1.13903 2,667,882 4,141,272 3,038,795 3,128,998 4,857,048 3,564,019

Norway 0.97 NKr 9.09273 1,105,222 1,715,602 10,049,484 1,296,248 2,012,126 11,786,432

Portugal 0.60 € 1.13903 684,787 1,062,973 779,992 803,145 1,246,697 914,805

Spain 2.80 € 1.13903 3,195,671 4,960,542 3,639,962 3,748,009 5,817,920 4,269,091

Sweden 1.37 SKr 10.42985 1,563,596 2,427,122 16,308,079 1,833,847 2,846,625 19,126,759

Switzerland 1.04 SwF 1.51672 1,186,264 1,841,401 1,799,233 1,391,297 2,159,668 2,110,212

Turkey 0.14 TL 2.25405 159,314 247,299 359,102 186,850 290,042 421,170

United Kingdom 4.80 £ 0.98338 5,478,293 8,503,787 5,387,260 6,425,158 9,973,577 6,318,391

United States 10.01 $ 1.55227 11,424,860 17,734,462 17,734,462 13,399,527 20,799,678 20,799,678

Nonregional Subtotal 43.65 49,817,988 77,330,947 58,428,505 90,696,790

Australia 6.49 A$ 1.60094 7,407,108 11,497,828 11,858,320 8,687,349 13,485,107 13,907,906

Brunei Darussalam 0.12 B$ 2.04201 138,456 214,921 282,729 162,387 252,068 331,595

China, People's Republic of 0.76 $ 1.55227 867,397 1,346,434 1,346,434 1,017,318 1,579,151 1,579,151

Hong Kong, China 0.57 $ 1.55227 650,547 1,009,825 1,009,825 762,987 1,184,362 1,184,362

Japan 35.00 ¥ 129.94049 39,945,883 62,006,779 5,190,587,482 46,850,110 72,724,000 6,087,726,059

Korea, Republic of 3.35 W 1,769.24581 3,823,392 5,934,935 6,764,519,730 4,484,225 6,960,726 7,933,695,980

Malaysia 0.13 RM 4.78177 149,354 231,838 714,177 175,169 271,909 837,616

New Zealand 0.70 NZ$ 2.10335 798,918 1,240,136 1,680,401 937,002 1,454,480 1,970,841

Singapore 0.12 $ 1.55227 136,957 212,595 212,595 160,629 249,339 249,339

Taipei,China 0.47 NT$ 48.45409 537,684 834,631 26,052,997 630,617 978,888 30,555,984

Thailand 0.08 B 47.25109 89,631 139,131 4,235,161 105,123 163,179 4,967,164
Regional Subtotal 47.79 54,545,328 84,669,053 63,972,915 99,303,210

A. Burden Sharing Basis 91.44 114,131,095 177,162,226 133,857,457 207,782,858

Target Burden Share Contributions 104,363,316 162,000,000 122,401,420 190,000,000

 Unit of
Obligation SDR $

 Unit of
Obligation 

ADF X
Burden 

Shares (%)

$162 million for payment in ADF X period $190 million NPV for payment in ADF XI periodCurrency
Unit of 

Obligation
Unit per 

SDR SDR $

 
ADF = Asian Development Fund, NPV = net present value, SDR = special drawing right. 
Note: Burden shares are based on the assumption of 8.56% of structural gap following the ADF X replenishment framework. 
Source: ADB’s Treasury Department. 


