Partnership Brief
Cofinancing with Finland

2

Contents
3 Defining the Partnership
8 Highlights
Box and Tables

6 ADB’s Carbon Market Program
Value-Added and
10 Direct
Other Cofinancing
11 Trust Fund Commitments

©2012 Asian Development Bank
All rights reserved. Published 2012.
Printed in the Philippines.
The views expressed in this publication are those of the authors and do
not necessarily reflect the views and policies of the Asian Development
Bank (ADB) or its Board of Governors or the governments they represent.
ADB does not guarantee the accuracy of the data included in this
publication and accepts no responsibility for any consequence of their use.
By making any designation of or reference to a particular territory or
geographic area, or by using the term “country” in this document, ADB
does not intend to make any judgments as to the legal or other status of
any territory or area.
ADB encourages printing or copying information exclusively for
personal and noncommercial use with proper acknowledgment of ADB.
Users are restricted from reselling, redistributing, or creating derivative
works for commercial purposes without the express, written consent
of ADB.
Note:
In this publication, “$” refers to US dollars.

3

Defining the Partnership
F

inland and the Asian
Development Bank
(ADB) have built a solid
cofinancing relationship that
has found significant common
ground in reducing poverty,
protecting the environment, and
reforming education.
Acting mainly through its
Ministry for Foreign Affairs,
Finland has helped finance ADB
projects to reduce poverty around
northwest Cambodia’s Tonle
Sap region, for example. It has
committed to the ADB-managed
Core Environment Program
and Biodiversity Conservation
Corridors Initiative, supported
clean energy projects, and
committed funding to ADB’s
Carbon Market Program. It is
also among the supporters of
an effort in Nepal to extend a
long-term series of important
educational reforms.
Such initiatives address
Finland’s development priorities,

including the prevention of crisis
and support for peace-building,
the rights and the status of
women and girls, and gender
and social equality. Finland
also focuses support where it
feels that it can contribute its
significant sector expertise, such
as in energy, agriculture and rural
development, forestry, water and
sanitation, and environment.
Finland’s development
priorities provide significant
overlap with ADB’s operational
goals under Strategy 2020,
which identifies the core areas
of infrastructure, environment,
finance sector development,
regional cooperation and
integration, and education as
development priorities.
See pages 8–9 for priority countries
in Asia and highlights of assistance.
See tables, pages 10–11, for
cofinancing with ADB.
.

Poverty in the Tonle Sap
Finland has been involved in
several efforts under ADB’s Tonle
Sap Initiative of 2003 to help the
country reduce poverty in the
primarily agricultural Tonle Sap
Basin, which holds more than 30%
of the population.
The basin is a seasonal
extension of the Mekong River in
the northwest and known as its
“great lake.” Weak infrastructure,
low productivity, poor access to
markets, and poorly developed
rural financial services restrict
income opportunities. Rural
poverty is high, with about
one-third of households lacking
sufficient food during parts
of the year. High population
growth strains the basin’s
natural resources, while
fisheries and wildlife resources
are overexploited.
The Tonle Sap Initiative
was launched in 2002 to help
the government coordinate
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development assistance in the
basin. It focuses on management
of natural resources to reduce
poverty in the area, while
conserving resources.
In 2005, for example, Finland
provided a grant of $4.74 million
to the Tonle Sap Sustainable
Livelihoods Project as part of the
total project cost of $20.3 million.
The project improved livelihoods
in the region by increasing
access to income-earning assets
in 37 target communities in
five provinces around the
basin, particularly through the
establishment of the Community
Livelihood Fund, which provided
additional funds for projects and
activities identified by community
members. A total of 1,412 projects
were implemented, including
255 social infrastructure projects,
843 income generation projects,
and 284 community fishery
support projects.
The majority of people who
participated, surveyed after
project completion, reported
improvements in rural economies,
higher incomes, and a reduction
in the migration of people out of
the region.
Finland is also involved in the
Tonle Sap Poverty Reduction and
Smallholder Development Project
through a grant of $5.75 million
in 2009.
The ADB-led project,
with a total estimated cost
of about $55 million, will
implement measures to upgrade
infrastructure, including smallscale irrigation and flood control,
and better farm-to-market
roads. It will also help establish
community-based livelihood
improvement groups to provide
revolving funds to members for
agricultural supplies and to set up
microfinance institutions and rural
service agencies.

Shared Environmental Interests
In the last 11 years, with a steady
flow of technical assistance
grants, Finland’s cofinancing
relationship has also emphasized
the concern it shares with ADB
for the environment in Asia and
the Pacific.
Indeed, of 28 technical
assistance grants from Finland
totaling $35.3 million during
2000–2011, 22 amounting to
more than $30 million emphasized
environmental areas, including
clean energy and climate change.
Support for the Core
Environment Program and
Biodiversity Conservation
Corridors Initiative in the Greater
Mekong Subregion (GMS)
stands out.1
Finland provided cofinancing
in 2008 of $4.9 million for the
first phase of the initiative, and
in late 2011, $14 million for the
second phase, by far the largest
technical assistance grants in its
ADB cofinancing portfolio.
The Core Environment
Program is anchored on the
GMS Economic Cooperation
Program and focuses on a
series of economic corridors it
is establishing to better connect
regions through improved
roads, telecommunications,
and other infrastructure to
increase economic activity and
reduce poverty.
The initiative aims to ensure
that in this process the region
is using sound environmental
management practices to protect
the environment and livelihoods.
The Core Environment Program is
administered by ADB, endorsed by
the GMS environment ministers,
and cofinanced by the People’s

1The

GMS countries are Cambodia, the People’s
Republic of China (Yunnan Province and Guangxi
Zhuang Autonomous Region), the Lao People’s
Democratic Republic, Myanmar, Thailand, and
Viet Nam.

Republic of China, Finland, the
Netherlands, and Sweden.
Among its important firstphase achievements, it set up
eight corridors during 2006–2010
to reduce the rate of ecosystem
fragmentation, including two sites
in Cambodia, one in the People’s
Republic of China, two in the Lao
People’s Democratic Republic, one
in Thailand, and two in Viet Nam.
More than 2 million hectares
of forest are either under strict
protection or under consideration
for inclusion in a biodiversity
corridor framework for sustainable
management, while 3,722
hectares have been reforested.
The initiative has also helped
establish 181 locally managed
institutions, known as commune
or village development funds
and conservation stewardship
programs, which encourage
decentralization and participation
and accountability. These have
provided direct cash incentives
worth about $800,000, benefiting
more than 28,000 households.
In its second phase
(2012–2016), the initiative
plans more investments in
climate change resilience and
low carbon emission strategies.
Geographically, the GMS is
particularly vulnerable to climate
change, with significant low-lying
and heavily populated coastal
areas that are vulnerable to sea
level rise.
The initiative will measure
its success by progress along
a series of indicators by 2022.
These include steady or greater
forest cover, the stabilization or
increase of habitat connectivity,
the maintenance or increase of
key ecosystem services (such
as water), the stabilization
or increase of populations of
selected species, the improvement
of livelihoods of at least 50%
of participating households in
conservation areas, and the
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provision of climate change
adaptation or disaster risk
reduction plans to at least
40 communes and villages in
those areas.
Support for Clean Energy
Finland has also shown strong
support for clean energy, including
through several contributions
to the Cooperation with Finland
(Technical Assistance Grant Fund),
which focused on environmental
protection and renewable energy
forms (see table, page 11).
A $300,000 grant for the
Accelerated Rural Electrification
project in Bhutan, completed
in 2010, is a good example of
its support.
Despite Bhutan’s surplus
power, part of which it exports
to India, about 65% of people
in rural households had no
access to electricity in 2006. Yet,
the government set out in the
Rural Electrification Master Plan
formulated in 2005 to achieve
100% electrification by 2020.
The successful technical
assistance for the Accelerated
Rural Electrification project aimed
to improve the efficiency of the
power sector to expand rural
electrification. It focused on the
operations, maintenance, and
sustainability aspects of on-grid
and off-grid rural electrification.
The project’s many components
included capacity building
and awareness raising through
workshops and training exercises.
These helped the Department
of Energy to effectively manage
its off-grid rural electrification
through solar home systems; line
workers, local contractors, and
contracted community technicians
to use efficient construction;
and community electricians to
establish community management
and extend remote rural
electrification to their villages.
For an on-grid rural electrification

component of the project, six pilot
projects were undertaken.
In other efforts to spread
clean energy around Asia and the
Pacific, Finland is also involved
in ADB’s Carbon Market Program
through commitments to the Asia
Pacific Carbon Fund, the Future
Carbon Fund, and the Technical
Support Facility (see box,
pages 6–7).
Education in Nepal
Finland is also involved in major
educational reforms under
way in Nepal supporting the
government’s sweeping changes
to the education system under
its 7-year School Sector Reform
Program (SSRP) using a sectorwide approach.
As a long civil conflict drew
to a close in 2006, Nepal stepped
up educational reform efforts with
help from the ADB-supported
Education Sector Program.
This program helped lay the
groundwork for the SSRP, which
covers the period from FY2010
to FY2016.
Nepal’s educational reforms
have made steady progress,
particularly in increasing access
to education and enrollment. Net
enrollment in primary education
reached about 95% in 2010, up
from 92% in 2008/2009, and
the country is on track to achieve
universal primary education by
2015 (Millennium Development
Goal 2).
Gender equity also improved,
with the gender parity index in
2010 reaching 0.98 at the primary
and secondary level of education,
up from 0.97 at the secondary
level and 0.93 at the primary level
in 2008/2009.
Under the SSRP, the
government has approved
policies for free basic education,
curriculum reforms, and minimum
teacher qualifications. It has also
put in place a new basic education

cycle (grades 1–8) and begun
piloting the new secondary cycle
(grades 9–12) in five districts.
As access to schools has
expanded, however, the need
has grown for greater quality,
efficiency, and institutional
capacity to manage the bigger and
more inclusive school system.
Finland is supporting the
SSRP and is cofinancing ADB’s
School Sector Program—approved
in 2011 and providing financial
assistance to the SSRP—with a
grant of $13.2 million. It joins
ADB and other development
partners, including Australia,
Denmark, the European Union,
Norway, the United Nations
Children’s Fund, the United
Kingdom, and the World Bank
in its support of this sector-wide
approach to education.
ADB’s support to the SSRP,
under the new School Sector
Program, will focus on enhancing
educational access, particularly
to girls and children from
vulnerable groups, and improving
the quality of education. Several
measures are designed to improve
student learning, including the
provision of priority minimum
enabling conditions in the most
disadvantaged schools and a focus
on enhancing reading skills in the
early grades. It will also advance
teacher training and undertake
measures to improve the safety
of schools. ■
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ADB’s Carbon Market Program

A

s part of its efforts to mitigate the effects of
climate change, the Asian Development Bank
(ADB) in 2006 launched the Carbon Market
Program, a flagship initiative under ADB’s Climate
Change Program.
The Carbon Market Program includes two
carbon funds—the Asia Pacific Carbon Fund and
the Future Carbon Fund—as well as the Technical
Support Facility and the Credit Marketing Facility.
Together these elements support the development
of greenhouse gas mitigation projects in Asian
developing countries that are eligible under the
Clean Development Mechanism (CDM) of the
Kyoto Protocol.
The CDM allows industrialized countries with
greenhouse gas reduction commitments to invest in
projects in developing countries in return for carbon
credits to meet their targets.
Finland has committed $25 million to the Asia
Pacific Carbon Fund, $20 million to the Future
Carbon Fund, and €1.5 million (about $2 million
equivalent) to the Technical Support Facility.

Unique Up-Front Payment

Uniquely, the two carbon funds provide up-front
payment for carbon credits that projects are
expected to generate once they are operational.
This provides funding to project sponsors early in
the project cycle, when many clean energy projects
face a large and often crippling financing gap. Many
carbon funds have been created to help generate
financing for the fight against climate change, but
most only make funding available on a pay-ondelivery basis, that is, after project completion.
Indeed, 64% of the Future Carbon Fund’s
commitment to projects as of 31 March 2012 is
expected to be paid up front, providing cofinancing
for projects in several ADB developing member
countries, including least developed countries such
as Bhutan and Cambodia. The fund’s portfolio of
32 projects comprises greenhouse gas mitigation in
the People’s Republic of China, Fiji, India, Indonesia,
Mongolia, Nepal, Pakistan, Papua New Guinea,
Sri Lanka, Thailand, and Viet Nam. Projects
cover the areas of biomass/biogas, hydropower,
wind power, solar power/solar cook stove, energy
efficiency, waste management, fuel switch,
and transport.

The Asia Pacific Carbon Fund is currently involved
in over 55 carbon reduction projects, including in the
areas of wind, solar, hydro, biogas, biomass, waste
management, and energy efficiency.
In Fiji, for example, a first-of-its-kind project will
allow a sewerage treatment plant built in the 1970s
to capture methane generated by the decomposition
of sludge, instead of venting the potent greenhouse
gas directly into the open air. The ADB-financed Kinoya
Sewerage Treatment Plant GHG Emission Reduction
Project, which achieved CDM registration in May
2011 with the help of the Technical Support Facility, is
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Technical and Marketing Support

Finland’s commitment of about $2 million to
the Technical Support Facility under the Carbon
Market Program has helped build capacity among
project developers for getting projects off the
ground. Through technical advice, the facility
complements the two carbon funds in an effort to
keep up a continuous stream of viable greenhouse
gas mitigation projects that can benefit from the
carbon market, the main aim of the Technical
Support Facility.
The facility retains experts who can provide
advice on project development and implementation,
documentation, and capacity building. This helps
project developers manage the CDM process from
project inception to registration with the United
Nations Framework Convention on Climate Change.
It also provides post-registration support to project
entities such as CDM monitoring training.
The Carbon Market Program’s Credit Marketing
Facility, meanwhile, aims to maximize the financial
benefits of the CDM projects through marketing
support to project developers and sponsors in
selling their carbon credits in the global carbon
market. It acts as an intermediary to gain
attractive prices.
Overall, during 2008–2010, ADB projects with
clean energy components abated an estimated
71 million tons of carbon dioxide. ■

providing the plant the technical capacity to recover the
methane, a much more benign option.
The Kinoya project is expected to generate up to
200,000 certified emission reduction credits for both
the Asia Pacific Carbon Fund and the Future Carbon
Fund by the end of 2020.
The Asia Pacific Carbon Fund buys carbon credits
from projects up to the end of December 2012, when
the Kyoto Protocol expires, while the Future Carbon
Fund buys credits generated after 2012.
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Highlights

Georgia

Tajikistan

Long-term partner countries
in Asia
Thematic and regional
cooperation
Afghanistan

Nepal

Official development assistance (% of gross national income):
2010—0.55%, 2009—0.54%, 2008—0.44%
Asian countries among Finland’s top 10 aid recipients:
Afghanistan (ranked number 3), Viet Nam (4), and Nepal (8).
By sector:
Education,
Health, and Population
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Cumulative Direct Value-Added
Cofinancing by Country
(%, as of 30 Apr 2011)
Sri Lanka
2.07

Nepal
54.57

Note: May not add up to 100% due
to rounding.

Lao People’s Democratic
Republic

Cambodia

Cambodia
43.36

Viet Nam

Cumulative Direct Value-Added and
Other Cofinancing (as of 30 Apr 2012)

Indonesia

Direct Value-Added Cofinancing
Investment projects
■ Grants: $24.19 million for 4 projects
■ No loans
Technical assistance: $43.19 million for 40 projectsa
Other Cofinancing
Investment projects
■ No grants
■ Loans: $13.32 million for 5 projects
a

Includes projects cofinanced on a project-specific
basis as well as from single and multidonor trust
funds. Since contributions to multidonor funds
are commingled, Finland’s contribution cannot be
disaggregated and the full cofinancing amount has
been attributed to each partner in the multidonor fund.
See table, page 10, for projects.
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Direct Value-Added Cofinancinga ($ million, as of 30 Apr 2012)b
Yearc

Project

Amount
ADB
Finland

Investment Projects
Cambodia
2009

Tonle Sap Poverty Reduction and Smallholder Development

30.70

5.75

2005

Tonle Sap Sustainable Livelihoods

15.00

4.74

School Sector Program

65.00

13.20

0.00

0.50

Nepal
2011

Sri Lanka
2007

North East Community Restoration and Development II
(Supplementary)

Technical Assistance Projects with Cofinancing (1 Jan 1970–30 Apr 2012)
Number of projects—40
Total amount—$43.19 milliond

Other Cofinancinge
Indonesia
1985

Forestry Development

28.00

2.00

Rangoon General Hospital

44.60

4.00

Hill Forest Development

16.70

1.40

30.50

5.00

120.00

0.92

Myanmar
1983
Nepal
1983

Philippines
2003

Development of Poor Urban Communities Sector

1988

Forestry Sector Program

a

Cofinancing with contractual or collaborative arrangements between a financing partner and ADB.
All figures are given in US dollar equivalents unless otherwise indicated.
c Since Finland began cofinancing with ADB.
d Includes projects cofinanced on a project-specific basis as well as from single and multidonor trust funds. Since
contributions to multidonor funds are commingled, the contribution of Finland cannot be disaggregated and the full
cofinancing amount has been attributed to each partner in the multidonor fund.
e Cofinancing in which a financing partner and ADB cofinance a project independently with no contractual or
collaborative arrangements between them.
b
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Trust Fund Commitments ($ million, as of 30 Apr 2012)a
Year

Fund

Amount

Status

2009

Future Carbon Fund

20.00

Available for commitment:
$45 millionb

2007

Asia Pacific Carbon Fund

25.00

Fully committed

2006
2005

Pakistan Earthquake Fund
"

6.88
5.38

Available for commitment:
$4.5 millionb

2008

2.07

Fully committed

2007
2004
1999

Cooperation with Finland
(Technical Assistance Grant Fund)
"
"
"

0.94
4.47
4.37

"
"
"

1990

Finnish Technical Assistance Grant Fund

0.63

Closed

a
b

Commitments in US dollars are as of the time of commitment. For commitments made in currencies other than
US dollars, the amounts are converted to US dollars using the exchange rates at the time of commitment.
Out of total commitments, including those of other partners.
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