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On behalf of the Asian Development Bank (ADB), I wish to express our appreciation for the 
invitation to attend the 76th meeting of the Development Committee as an Observer. 
 
Regional Outlook 
 

ADB’s most recent forecast for real GDP growth in 2007 for developing Asia has been revised 
upwards to 8.3%.  The positive reassessment is driven primarily by the exceptional performances of 
Asia’s giants – the People’s Republic of China (PRC) and India – during the first half of this year. The 
PRC posted its fastest growth since 1994 at 11.5%, while India grew by 9.3% to achieve its most rapid 
expansion in 18 years. Stronger performances by Indonesia and the Philippines also contributed to the 
region’s improved prospects. Looking ahead to 2008, only a gentle easing of growth is expected. There 
are, however, some risks and uncertainties that may further dampen growth. The probability of a sharp 
slowing of growth and possible recession in the United States is rising, with knock-on effects on Japan 
and the EU. If there were to be a significant deterioration of the external environment, the effect would be 
felt in Asia, mainly through financial market linkages and more traditional trade channels. However, 
robust financial defenses and a healthy fiscal environment provide the opportunity to counter any external 
adversity. 
 

Beyond the immediate macroeconomic impacts of a possible slowing in US demand, there remain 
significant challenges for the region. Infrastructure financing needs are massive and need to be met. 
Attracting private investment for infrastructure remains a big challenge. Inequality continues to increase 
and risks jeopardizing the reforms necessary for invigorating growth. Among other concerns, Asia needs 
to do better in creating new jobs and at increasing agricultural productivity. Poor public service delivery 
wastes resources and misses opportunities to improve capabilities. Improved governance and reduced 
corruption will be essential for ensuring effective and efficient public sector performance. 
 
Major Challenges 
 
 Asia and the Pacific is perhaps the world’s most dynamic region and has experienced rapid 
growth and development for several decades. However, despite the successes the number of poor people 
in the region remains very large and inequality is increasing both within and among countries. ADB 
recently published the Second Progress Report on the Millennium Development Goals (MDGs) for the 
Asia and Pacific region in collaboration with UNDP and UNESCAP. The report shows that the region as 
a whole is on track to reach the target of reducing extreme poverty by half with most countries in the 
region also expected to individually achieve the target. For the non-income MDGs the situation remains 
mixed with many of the targets unlikely to be met, in particular those related to health, and water and 
sanitation. The region faces quite a challenge in this regard. Most of the countries can point to success in 
some of the goals, but none is on course to achieve all of them. In fact some of the countries are likely to 
miss many, even most, of the MDGs based on present trends. These include the least developed countries 
(LDCs) and some of the land-locked and small island developing countries. The region also faces 
additional challenges, including the threats posed by the problems faced by fragile states and heavily 
indebted countries, climate change, and the difficulties faced by LDCs and small states in adjusting to a 
globalized world economy. In response to the challenges of the Asia and Pacific region, ADB is 
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undertaking a review of its Long-Term Strategic Framework which aims to position ADB to tackle the 
problems being faced by the diverse group of countries in the region in a more focused, selective and 
effective manner. ADB is also undertaking negotiations on a ninth replenishment of Asian Development 
Fund (ADF X), to meet the development financing needs of its low-income member countries. 
 
Review of the ADB’s Long-Term Strategic Framework 
 

The Asia and Pacific region has changed dramatically since ADB adopted its current long-term 
strategy in March 2001.

 
Changes in terms of: the unprecedented high rates of market-led growth; income 

growth and ensuing reductions in absolute poverty; sustained high levels of capital flows into the region; 
the co-existence of high rates of savings in the region along with the large unmet needs for public and 
private investment; growing intraregional trade and investment and integration of the region’s economies; 
and rising technological and managerial skills and competencies. And the region has witnessed the initial 
rise of a new middle class, with increasing resources to save and spend. However, the region has also 
experienced widely differential progress among countries and between subnational regions and different 
segments of society, whereby the quality of life and future prospects and opportunities for improvement 
stand in stark contrast from one another. The countries today that make up ‘developing Asia and the 
Pacific’ range from a few middle-income countries poised to move to the next level of development, a 
large group of low middle and low-income countries that must accelerate strong growth and make it 
sustainable, and down to several large and small fragile states that present unique problems to the 
customary model of aid because of the challenge of providing them with beneficial assistance. 
 

Against this background, ADB is undertaking a review of its long-term strategic framework 
(LTSF). As a first input into this process, ADB convened an eminent persons group (EPG) to provide 
insights on the region’s future and the role of ADB. The report of the EPG foresees a more developed 
Asia facing new opportunities, risks and challenges requiring changes in ADB’s role and approach for 
providing development finance. ADB has also been undertaking in house analysis of various issues such 
as inclusive and environmentally sustainable growth and how that will contribute to ending poverty and 
inequality in the region. The goal of the LTSF review is to make ADB an institution that will meet the 
future development needs of the region through well focused operations delivered with instruments well 
suited for the new environment. The final report of the LTSF review is scheduled to be discussed by 
ADB’s Board of Directors in March 2008. 
 
Asian Development Fund X 
 

ADB initiated the ninth replenishment of the Asian Development Fund (ADF X) in Sydney, 
Australia on 13-14 September 2007. At this Donors Meeting, there was broad agreement that 
development effectiveness is an essential element in helping achieve the Millennium Development Goals 
by 2015. In this regard, ADB will continue to strengthen its results focus and enhance its operational and 
institutional procedures. At the same time, the need for additional concessional resources remains very 
high, despite the remarkable growth rates achieved in some parts of the Asia and Pacific region. In ADF 
countries alone, some 100 million people live in extreme poverty, and an additional 300 million live on 
less than $2 a day. This is the reason why ADB renewed the request to donors to strive for a significantly 
enlarged ADF X. This will also be the last replenishment period during which ADB can deliver projects 
and programs contributing towards the MDGs before the target date. 
 
Support for Fragile Situations 

 
ADB is committed to enhance its operations in fragile situations or weakly performing countries 

(WPCs), and on 30 May 2007 it endorsed an approach to engaging with WPCs that provides a framework 
for guiding planning and implementation. ADB will identify WPCs based on country performance 
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assessment (CPA) rankings and conflict considerations. This classification will be done on a rolling basis 
and will not be publicly disclosed. Intention is to draw attention to the challenges the country faces and to 
improve ADB’s aid effectiveness. It also recognizes that weak performance does not disappear when a 
country shows a small improvement in performance scores that might move it above a cut-off point.  
 
 Capacity development will be required to strengthen country ownership and the ability to absorb 
and manage assistance to achieve development effectiveness in WPCs. ADB will respond to this need by 
scaling up TA and other grant financing from partners, and involving partnerships at all stages, including 
pursuing cofinancing opportunities. ADB will continue to refine its approach to identifying weak 
performance, rethink its operational planning, and adapt its business processes and instruments to ensure 
that its engagement is suitable and effective for individual WPCs. 
 
 ADB has been actively contributing to the joint collaborative work of the MDBs’ Working Group 
on Fragile States set up by the Heads of MDBs during their meeting in London on 13 March 2007, and 
that will report to the Heads of MDBs in Washington on 20 October 2007 with recommendations on 
definitions and operating principles for engaging collaboratively in fragile situations; partnerships; and 
procedures to include from the onset the views of affected countries to ensure operational effectiveness of 
design and implementation. 
 
Debt Sustainability 
 

Debt sustainability has become a key issue for development assistance in recent years. To be 
more proactive in supporting debt sustainability in its poorest members, ADB recently revised the ADF 
grant framework. Grant eligibility among countries that only have access to ADF resources will now be 
based solely on their risk of debt distress. The forward looking debt sustainability analysis will be the 
instrument to gauge a country's risk of debt distress. ADB is discussing with the IMF and the World Bank 
about participating in debt sustainability analysis, and is close to reaching an agreement on the nature of 
this cooperation. 
 

Afghanistan has recently become the first Asian country to receive Heavily Indebted Poor 
Countries (HIPC) debt relief. ADB is working with its shareholders to facilitate its participation in the 
HIPC initiative. As Afghanistan is an Asian Development Fund (ADF) borrower, ADB must first put in 
place the necessary legal framework to allow for debt relief from outstanding ADF loans. The process of 
seeking consent from all ADF donors to make these changes is well underway. Once the framework is in 
place, ADB will provide relief to Afghanistan, in line with the agreement reached. 
 
Climate Change  
 

Accelerating climate change is expected to create a range of adverse impacts in the region and the 
response needs to be through both mitigation and adaptation. To mitigate the impact of climate change, 
ADB is committed to promoting greater use of clean energy in its developing member countries through 
several initiatives. First, through the Energy Efficiency Initiative (EEI) where ADB aims to expand its 
clean energy portfolio to $1 billion annually starting in 2008. Under EEI, the Clean Energy Financing 
Partnership Facility was approved in April 2007 to provide additional resources to develop and 
implement innovative financing mechanisms to make new technologies commercially attractive. Second, 
through the Carbon Market Initiative (CMI), ADB will provide financing and technical support to 
developers and sponsors of Clean Development Mechanism projects. Moving forward with the launching 
of the Asia Pacific Carbon Fund in May 2007, CMI’s first transaction was approved in September 2007. 
Finally, the Sustainable Urban Transport Initiative will provide advice and financing for public transport 
innovations to reduce pollution through effective and efficient transportation systems. 
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ADB also has an adaptation program to help its developing member countries cope with the 
impacts of climate change. It is well recognized that the poorest people in the poorest countries are at 
greatest risk. The program is being applied at the national, local and project levels. National adaptation 
planning is being strengthened through better analysis of climate change consequences at the national and 
local levels and identification of cost-effective measures to improve the resilience of infrastructure and 
vulnerable populations to adverse impacts. Project-level “climate proofing” is being done for existing 
infrastructure and future designs, to ensure that assumptions take account of predicted changes in 
precipitation patterns, the severity and frequency of storms, accelerated glacial melting, sea level rise and 
other impacts. In addition, specific adaptation investments are being undertaken as defensive measures or 
other steps to reduce the risks from increased flooding, storm surge, drought, wind damage, heat waves, 
dust storms, and other anticipated impacts of climate change. 
 
Aid for Trade 
 

The WTO-led Aid for Trade Initiative has an important role in supporting the conclusion of the 
Doha Round by providing resources for trade-related adjustment to move towards more open global and 
regional markets. There are two sides to trade and economic performance in the Asia and Pacific region. 
One is the group of successful economies such as the Asian NIEs, PRC and India, and the other is the 
group of less developed economies, small states and other economies which have difficulty adjusting to a 
more globalized world economy. 
 

ADB has been a part of the Aid for Trade Initiative since its inception. In June 2006, the Heads of 
the regional development banks agreed to strengthen inter-institutional coordination to effectively deliver 
aid for trade in the spirit of the Paris Declaration on Aid Effectiveness. ADB has been active in the 
WTO’s 2007 Roadmap on Aid for Trade as a member of the WTO Director-General’s Advisory Group 
and the OECD Technical Working Group on global monitoring. ADB co-hosted, with the WTO and the 
Philippine Government, the high-level Asia-Pacific regional review meeting on Aid for Trade in Manila 
on 19-20 September 2007. The meeting identified national and regional trade needs, established priorities 
and action plans, and secured political commitment to follow through on the Aid for Trade agenda in the 
region. The meeting also underscored the importance of the diverse needs of the Asia-Pacific, the need for 
additional resources to meet these needs and the imperative for coordination among key stakeholders. As 
the Aid for Trade Initiative moves forward ADB can be effective in advocacy, implementation and 
monitoring. ADB and the WTO are currently preparing a report on the Manila meeting to be presented at 
the Global Review meeting in Geneva on 20-21 November 2007 which will propose a way forward for 
the Asia and Pacific region. 


