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France’s Agence Française 
de Développement (AFD) 
and the Asian Development 

Bank (ADB) have recently stepped 
up their cooperative efforts to 
encourage sustainable economic 
development and reduce poverty 
in Asia, further strengthening 
and harmonizing a fast-evolving 
development partnership. 

Forging a Partnership
 This is perhaps most evident 
in the March 2010 signing of the 
Partnership Framework Agreement 
and the Framework Cofinancing 
Agreement. The two agreements 
are designed to improve the 
institutional effectiveness of the 
partnership and extend already 
substantial cofinancing of projects 
into promising new areas: 

climate change (including energy 
efficiency and conservation, new 
and renewable energy sources, 
clean technologies, and adaptation 
and mitigation); infrastructure 
development (in particular for 
sustainable urban development, 
and including local government 
support); research and capacity 
development. 
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AFD operates in more than 10 Asian 
countries and dedicates about 15% 

of its global commitments to the region

“ “



Forging a Partnership   5
 The Framework Cofinancing 
Agreement, for its part, sets out 
the principles of cofinancing 
cooperation and will make it 
easier to predict funding amounts.
 AFD, France’s primary 
organization responsible for 
bilateral official development 
assistance now operates in more 
than 10 Asian countries and 
dedicates about 15% of its global 
commitments to the region. 
Through untied funding in loans, 
guarantees, equity participation, 
and grants, it promotes 
sustainable development and 
regional integration and stability.
 ADB, under its Strategy 2020 
adopted in 2008, works toward 
three complementary strategic 
agendas: inclusive growth, 
environmentally sustainable 
growth, and regional integration. 
As a multilateral development 
finance institution, its mission is to 
reduce poverty and improve living 
standards in Asia.
 Coordination between the two 
organizations is deeply rooted in 
the Greater Mekong Subregion 
(GMS) of Southeast Asia,1 where 
they began working together in 
1997 on an ad hoc basis with 
projects in the rural development 
and education sectors in Viet 
Nam. In the early 2000s, AFD 
accompanied ADB efforts to 
promote regional integration 
in several GMS countries by 
cofinancing technical assistance 
and loan projects, and improving 
connectivity in the energy and 
transport sectors. 
 From there, ADB and AFD 
have continuously broadened 
the scope of their cooperation in 

1ADB includes in the subregion Cambodia, 
People’s Republic of China, Lao People’s 
Democratic Republic, Myanmar, Thailand, and 
Viet Nam.

Partnership 
Framework 
Agreement
■	 Build operational 

cooperation through joint 
technical assistance 
and/or project/program 
financing. 

■	 Promote joint research 
and development of 
knowledge products, 
including better data 
collection and availability, 
and analysis. 

■	 Enhance information and 
knowledge sharing.

■	 Promote staff cooperation. 
■	 Improve country-level 

policy dialogue in support 
of the Paris Declaration on 
Aid Effectiveness and the 
Accra Agenda for Action.

Framework 
Cofinancing 
Agreement
■	 Commits up to $600 

million by institution over 3 
years starting in 2010 for 
cofinancing operations.

■	 Harmonizes and coordinates 
procedures (appraisal, 
procurement, disbursement, 
etc.), making cofinancing 
operations more efficient 
and easier to handle for the 
partner country. 

sectors and countries. AFD was 
ADB’s biggest cofinancing partner 
in the GMS until 2008, and has 
remained in second place since. 
For cofinancing in Asia as a 
whole during 1999–2009, AFD 
was ADB’s third largest partner.  
 The institutional partnership 
further flourished after the 
2003 signing of a formal 

memorandum of understanding, 
including joint appraisal of projects, 
enhanced follow-up and sharing of 
information, and training and staff 
exchanges.
 France also provides 
commercial cofinancing through 
AFD subsidiary PROPARCO (see 
page 11 for details). ■



Viet Nam remains the main beneficiary 
of AFD–ADB cofinancing“ “
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Building a 
Project Pipeline
Viet Nam remains the main 

beneficiary of cofinancing 
between AFD and ADB, 

both in volume and number 
of projects. Yet recent projects 
have expanded into other 
countries and demonstrate the 
areas of compatibility of the two 
organizations, particularly in energy 
efficiency and climate change (see 
table on page 12 for a list of official 
loans and grants). 
■ Sri Lanka—In response to the 

devastating Asian tsunami in 
December 2004, AFD cofinanced 
a community development 
project for the tsunami-affected 
areas with ADB (AFD direct 
value-added loan $13.5 million, 
as well as a non direct-value 
added loan of $34.5 million).

■ Indonesia—With $50 million 
from each institution, the 
Java–Bali Electricity Distribution 
Performance Improvement 
Project (approved in 2010) aims 
to improve energy efficiency 
in electricity distribution 
and reduce carbon dioxide 
emissions in the power sector. 
It will increase distribution 
system capacity by about 200 
megawatts and save about 400 
gigawatt-hours annually through 
energy efficiency at a cost 
well below that of developing 
equivalent new capacity.

■ Philippines—ADB and AFD in 
2009 committed $225 million 
and $216 million, respectively, 

for the Local Government 
Financing and Budget Reform 
Program. 

■ Pakistan—ADB and AFD are 
supporting an energy efficiency 
investment program in a multi-
year assistance through ADB’s 
multitranche financing facility 
(MFF), with the first tranche 
in 2009 of $60 million from 
ADB and $25 million from AFD. 
The MFF has opened the way 
to more structured cofinancing 
by cutting transaction costs, 
providing critical mass, 
predictability, and continuity to 
the partner country.

■ Viet Nam—The Strengthening 
Water Management 
and Irrigation Systems  
Rehabilitation Project of 2010—
with $100 million from ADB 
and $28 million from AFD—is 
designed to improve the quality 
and efficiency of irrigation 
and drainage services, to 
enable a minimal disruption to 
agricultural production as the 
economy booms and financial 
resources shift in focus toward 
other sectors. 

Promising Future
Naturally, both partners are eager 
to build on the new partnership 
and cofinancing frameworks. On 
the project side, the ADB–AFD 
cofinancing pipeline is expected to 
continue to expand both in volume 
and geographical coverage. 

 New projects for cofinancing in 
the period ahead include Indonesia’s 
West Kalimantan Power Grid 
Project, the Jaffna Water Supply and 
Sanitation Project in Sri Lanka, the 
Hanoi Metro Rail System Project in 
Viet Nam and the Bangalore Metro 
Rail Project in India. 
 Further ahead, the pipeline 
includes the Java–Bali Electricity 
Distribution Performance 
Improvement Project Phase 2, 
the Energy Efficiency Investment 
Program in Pakistan, the Energy 
Efficiency and Clean Energy 
Program and the Metro Cebu and 
Davao City Water Supply and 
Sanitation Project in the Philippines, 
and the Phuc Hoa Water Resources 
Management Project in Viet Nam. 
 Institutionally, AFD and ADB 
continue to look for ways to 
fulfill the Partnership Framework 
Agreement’s call for improvement in 
the sharing of knowledge, research 
and analysis, and staff cooperation. 
Annual, high-level retreats will 
continue in the years ahead, as will 
staff exchanges begun in 2004, with 
the latest AFD staff seconded to 
ADB’s Southeast Asia Department 
for 3 years.
 Working under the more formal 
partnership of the cofinancing 
and partnership frameworks, 
and building on the natural, 
complementary strengths of the 
two organizations, the AFD–ADB 
partnership will continue to grow. ■
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I
n Pakistan, chronic power 
deficits have become 
a serious constraint on 
economic growth as a rapid 
increase in demand for 

power and huge wastage combine 
to outstrip the power supply. 
These deficits, amounting to some 
5,000 megawatts in 2009 alone, 
have caused power outages of 
more than 12 hours per day, 
closed factories, and contributed 
directly to social unrest. 
 According to some estimates, 
Pakistan uses 15% more energy 
than India and 25% more than 
the Philippines for each dollar of 
gross domestic product.
 Yet, addressing the complex 
issues behind the energy shortfall 
is no simple task; it requires a 
long-term funding commitment 
that can quickly finance a diverse 
set of projects that provide 
solutions to a huge variety of 
issues. 
 Pakistan’s Energy Efficiency 
Investment Program is beginning 
to deal with these problems, with 
projects in the works for a thermal 
power plant rehabilitation, an 
industrial energy efficiency credit 
line, and retrofitting of public and 
commercial buildings for energy 
efficiency. 

 In this context, in 2009, 
ADB approved a $780 million 
multitranche financing facility 
(MFF) that will focus on energy 
efficiency priority projects. In 
the same year,  AFD committed 
€20 million to the first tranche 
of the MFF and indicated it could 
contribute up to €150 million to 
its subsequent tranches.
 The first tranche of the 
program will finance the 
replacement of 30 million 
traditional, incandescent light 
bulbs with more energy-efficient 
compact fluorescent lamps (CFLs) 
in Pakistani residences.  
 CFLs use 20% of the 
electricity to produce the same 
amount of light as traditional 
bulbs. This helps the poor, 
of course, for whom lighting 
amounts to 60% of the electricity 
bill. High-quality CFLs are more 
expensive, but last longer and use 
much less electricity.
 But it has an even more 
significant effect on a national 
scale—swapping bulbs 
significantly lowers peak demand 
for power, saving fuel and cutting 
greenhouse gas emissions. 
The 30 million CFLs planned 
for distribution in 2010 were 
expected to reduce peak power 
demand by 1,094 megawatts 

Pakistan: Energy Efficiency 
Investment Program

from 2011, and save 2,670 
gigawatt-hours of electricity a year. 
 As such, promoting energy 
efficiency in this way represents the 
least-cost and quickest low-carbon 
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solution to bridge the energy gap.
In the longer term, the program 
could serve as a template for 
similar energy efficiency projects 
elsewhere. AFD is the first bilateral 

agency to test the MFF, and the 
positive feedback is encouraging. 
It has opened the way to more 
structured cofinancing by cutting 
transaction costs, providing critical 

mass, predictability, and continuity 
to the partner country. Additionally, 
the MFF encourages cofinancing 
partners to engage in more robust 
planning and programming. ■



Afghanistan

India

Pakistan

Sri Lanka
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AFD cofinancing with ADB

AFD alone
1997—Initiated partnership in 1997–1998 with 
projects in the rural development and education 
sectors in Viet Nam.

2000–2007—Cofinanced projects in a wide range 
of sectors covering five countries, mostly in the 
Mekong region. France was ADB’s largest bilateral 
partner in the region until 2008.

2003—Memorandum of understanding (MOU) to 
strengthen cooperation.

2004—Began staff exchanges, with the first 
secondment from AFD to ADB.

2010—Partnership Framework Agreement 
replaces the 2003 MOU, providing a stronger 
institutional framework for the partnership, notably 
in coordination, monitoring, and performance 
evaluation mechanisms. 

2010—Signed the Framework Cofinancing 
Agreement setting out the principles of cofinancing 
cooperation and exchange of information, 
procurement and disbursement administration, 
reporting, auditing, and other areas.

Institutional Milestones

Direct value-added loans and grants:
 
Investment projects: 25 projects, cofinancing of $832.77 million 

■	 Official loan: 12 projects, cofinancing of $625.5 million 
■	 Commercial: 12 projects, cofinancing of $205.97 million 

■	 Grants: 1 project, cofinancing of $1.30 million 
Technical Assistance: 47 projects, cofinancing of $36.16 million

For non-direct value-added cofinancing, see page 13.

Highlights
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Proparco—France also provides cofinancing support for 
private sector projects through its subsidiary Proparco. 
Created almost 30 years ago, its financing supports the 
needs of investors in the productive sector, financial systems, 
infrastructure, and private equity investment. 
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Direct Value-Added Cofinancinga (Official loans and grants for project components, $ million)b

Year Projects ADB France

People’s Republic of China

2004 Dali–Lijiang Railway 180.00   40.00 (L) AFD

2003 Western Yunnan Roads Development 
(Baoshan–Longling)

250.00   38.00 (L) AFD

Indonesia

2010 Java–Bali Electricity Distribution Performance Improvement   50.00   50.00 (L) AFD

Pakistan

2009 Energy Efficiency Investment Program – Tranche 1   60.00   25.00 (L) AFD

Philipines

2009 Local Government Financing and Budget Reform Program–
Subprogram 2

225.00 216.00 (L) AFD

Sri Lanka

2010 Jaffna and Kilinochchi Water Supply 
and Sanitation

  90.00   40.00 (L) AFD

2005 Tsunami-Affected Areas Rebuilding Project     0.00   13.50 (L) AFD

Viet Nam

2010 Strengthening Water Management and Irrigation Systems 
Rehabilitation

100.00   28.00 (L) AFD

2007 Integrated Rural Development Sector Project 
in the Central Provinces

  90.00   52.00 (L) AFD

Integrated Rural Development Sector Project 
in the Central Provinces

    1.30 (G) AFD

2006 GMS Kunming–Haiphong Transport Corridor: 
Yen Vien–Lao Cai Railway Upgrading

  60.00   40.00 (L) AFD

2004 Northern Power Transmission Sector 120.00   50.00 (L) AFD

2003 Central Region Urban Environmental Improvement   44.00   33.00 (L) AFD
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Non-DVA Cofinancing ($ million)

Year Projects ADB France

Cambodia

2003 Northwest Irrigation Sector 18.00 3.74 (G) AFD

2000 Provincial Power Supply 19.39 4.63 (G) AFD

2000 Stung Chinit Irrigation and Rural Infrastructure 14.74 2.70 (G) AFD

Lao People’s Democratic Republic

2005 GMS Nam Theun 2 Hydroelectric 27.00 (L) AFD

GMS Nam Theun 2 Hydroelectric 20.00 6.50 (G) AFD

2002 Nam Ngum River Basin Development Sector 15.00 3.80 (G) AFD

2001 Vientiane Urban Infrastructure and Services 25.00 4.40 (G) AFD

2000 Decentralized Irrigation Development and Management Sector 15.50 2.70 (G) AFD

Sri Lanka

2005 Tsunami-Affected Areas Rebuilding Project 34.50 (L) AFD

Viet Nam

2006 Small and Medium Enterprise Development Program – 
Subprogram II

20.00 16.40 (L) AFD

2004 Small and Medium-Sized Enterprise Development Program 
(Subprogram I)

60.00 18.00 (L) AFD

2004 Second Financial Sector Program – Subprogram II 35.00 15.50 (L) AFD

2003 Phuoc Hoa Water Resources 90.00 34.00 (L) AFD

2002 Second Financial Sector Program – Subprogram I 50.00 19.00 (L) AFD

2001 Second Red River Basin Sector 70.00 30.00 (L) AFD

2001 Third Provincial Towns Water Supply and Sanitation 60.00 11.00 (L) AFD

1998 Vocational and Technical Education 32.57 12.22 (L) AFD

1997 Rural Infrastructure Sector 96.68 14.78 (L) AFD

AFD = Agence Française de Développement, G = grant, GMS = Greater Mekong Subregion, L = loan. 
a Direct value-added (DVA) is cofinancing with contractual or collaborative arrangements. Under contractual cofinancing ADB assumes 

financial, fiduciary, and/or administrative responsibilities. Collaborative cofinancing imposes no contractual obligations on either 
ADB or the financing partner, but requires close coordination during processing and implementation of the project, with proper 
documentation.  

b Since France began cofinancing with ADB.
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