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APPENDIX 5: COUNTRY CASE STUDY FINDINGS  

 

 

A. ADB Responsiveness to Private Sector Concerns 

  Table A5.1a: Key Constraints Facing Business in Bangladesh 

 

Table A5.1b: Key Constraints Facing Business in Cambodia 

 

Table A4.1c: Key Constraints Facing Business in India 

 

     

 

World Economic Forum competitiveness report “Most 

problematic factors for doing business” 

World Bank 

Top 5, 2003 Top 5 2012 data, published 

2013 

Investment climate 

assessment, top 5 

constraints, 2003 

Enterprise survey, top 4 

“major constraints” 2007 

1. Corruption 

2. Inefficient bureaucracy 

3. Inadequate 

infrastructure 

4. Policy instability 

5. Access to financing 

1. Corruption 

2. Inadequate infrastructure 

3. Inefficient government 

bureaucracy 

4. Access to financing 

5. Government instability 

1. Electricity  

2. Corruption 

3. Tax administration 

4. Cost of finance 

5. Economic policy 

uncertainty 

1. Electricity 

2. Corruption 

3. Access to Finance 

4. Tax administration 

Note: Color shadings indicate significance of related ADB support in terms of level and additionality:  

 = highly significant,  olive = = significant  = less significant,   no shading = none or insignificant . 

World Economic Forum competitiveness report “Most 

problematic factors for doing business” 

World Bank 

Top 5 published  

2008–2009 

Top 5 2012 data, 

published 2013 

Investment climate 

assessment, Top 5 constraints, 

2003 

Enterprise survey, top 4 

“major constraints” 

2007 

1. Corruption 

2. Inefficient government 

bureaucracy 

3. Inadequate supply of 

infrastructure 

4. Inadequately educated 

workforce 

5. Inflation 

1. Corruption 

2. Inefficient government 

bureaucracy 

3. Inadequately educated 

workforce 

4.  Inadequate supply of 

infrastructure 

5.  Policy instability 

 

1. Corruption 

2. Crime, theft and disorder 

3. Anticompetitive or 

informal practices 

4. Regulatory policy 

uncertainty 

5. Legal system/ conflict 

resolution 

1. Corruption 

2. Practices of 

competitors in the 

informal sector 

3. Electricity 

4. Crime, theft and 

disorder 

Note: Color shadings indicate significance of related ADB support in terms of level and additionality:  

  = highly significant,  olive = = significant  = less significant,  no shading = none or insignificant . 

World Economic Forum competitiveness report “Most 

problematic factors for doing business” 

World Bank 

Top 5, 2003 Top 5 2012 data, published 

2013 

Investment climate 

assessment, top 5 

obstacles, 2004 

Enterprise survey, top 

4 “major constraints” 

2006 

1. Inadequate supply of 

infrastructure 

2. Inefficient government 

bureaucracy 

3. Corruption 

4. Restrictive labor 

regulations 

5. Tax rates 

1. Inadequate supply of 

infrastructure 

2. Inefficient government 

bureaucracy 

3. Corruption 

4. Tax regulations 

5. Policy Instability 

 

1. Regulations and 

corruption 

2. Infrastructure 

3. Tax and customs 

administration 

4. High taxes 

5. External finance 

1. Electricity 

2. Tax rates 

3. Corruption 

4. Tax administration 

Note: Color shadings indicate significance of related ADB support in terms of level and additionality:  

 = highly significant,  olive = = significant  = less significant,  no shading = none or insignificant . 
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Table A5.1d: Key Constraints Facing Business in the Kyrgyz Republic 

  

Table A5.1e: Key Constraints Facing Business in the Philippines 

 

B. Assessment of Country Results 

1. The following section provides an overview of results achieved so far in the study countries 

affected by Asian Development Bank (ADB) support for strengthening the enabling environment and, 

as measurable, this support’s initial impact on private sector credit, investment and performance, 

private participation in infrastructure, and changes in perceptions of business constraints by private 

entrepreneurs.  

 

1. Bangladesh 

2. ADB support for strengthening the investment climate in Bangladesh focused on easing 

infrastructure bottlenecks to growth, including through building public private partnerships (PPPs), 

building a productive labor force through education, and supporting small and medium enterprise 

(SME) and capital market development. There has been little support for improvements in the 

regulatory business environment. ADB-financed investments in transport infrastructure (in particular 

new roads, the Bangabandhu multipurpose bridge and railway link, and the upgrading of Chittagong 

Port) facilitated private sector and export-led growth. Transport was not perceived as a binding 

business constraint by most surveyed entrepreneurs, whereas inadequate electricity supplies were. ADB 

support contributed toward increased power supplies necessary to sustain high economic growth rates, 

albeit to a lesser extent than anticipated. ADB-financed investments in power transmission networks, 

World Economic Forum competitiveness report “Most 

problematic factors for doing business” 

World Bank Enterprise Surveys “Biggest Obstacle”(Survey 

2009) 

Top 5, 2005 Top 5 2012 data, published 

2013 

Biggest obstacles – Top 5 

 

Major constraints 

(Top 4),2009 

1. Corruption 

2. Tax regulations 

3. Tax rates 

4. Access to financing 

5. Inefficient government 

bureaucracy 

 

1. Corruption  

2. Government instability/ 

coups 

3. Policy instability 

4. Crime and theft  

5. Inefficient government 

bureaucracy 

 

1. Electricity 

2. Access to finance 

3. Practices of the 

informal sector 

4. Political instability 

5. Corruption* 

1. Corruption* 

2. Electricity 

3. Tax rates 

4. Crime, theft & disorder 

*ADB addressed corruption mainly through support for strengthening tax and customs administration, which are separately listed as 

constraints in the World Bank Enterprise Survey. 

Note: Color shadings indicate significance of related ADB support in terms of level and additionality:  

  = highly significant,  olive = = significant   = less significant,  no shading = none or insignificant . 

World Economic Forum competitiveness report “Most 

problematic factors for doing business” 

ADB, World Bank 

Top 5, 2003 Top 5 2012 data, published 

2013 

ADB investment climate 

survey, Top 5 constraints, 

2002 

Major constraints 

(top 4), 2009 

1. Corruption 

2. Inefficient government 

bureaucracy 

3. Inadequate supply of 

infrastructure 

4. Crime and theft 

5. Policy instability 

 

1. Inadequate supply of 

infrastructure 

2. Corruption 

3. Inefficient government 

bureaucracy 

4.   Tax regulations 

5.   Restrictive Labor  

regulations 

1. Macroeconomic 

instability  

2. Corruption 

3. Electricity 

4. Tax rates 

5. Regulatory policy 

uncertainty 

1. Practices of competitors 

in the informal sector* 

2. Corruption 

3. Tax rates 

4. Electricity 

ADB = Asian Development Bank. 

*Significant support was approved in 2012. 

Note: Color shadings indicate significance of related ADB support in terms of level and additionality:  

  = highly significant,  olive = = significant   = less significant,  no shading = none or insignificant . 
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while highly relevant, were not fully utilized as investments in power generation, including by the 

private sector, did not materialize as expected by ADB. Although good progress was made with ADB-

supported power sector restructuring and unbundling and the establishment of an independent 

regulatory commission, there have been problems in implementing cost-reflective tariffs and awarding 

independent power producers (IPPs). Technical assistance (TA)-supported bidding processes for IPPs 

ended in repeated failures due to unresolved governance issues. Recent PPP-related support is 

described in linked Appendix 8. 

 

3. It is too early to determine to what extent ADB support for improving vocational and technical 

training will achieve its envisaged outputs and contribute toward resolving human resource capacity 

problems. The Skills Development Project has been significantly delayed and had to be scaled back in 

part due to weak institutional capacity. Although it seeks to increase the responsiveness of vocational 

training to private sector needs, the project concept is based on the assumption that existing 

government institutions can be sufficiently transformed to rise to this challenge. 

 

4. ADB efforts to improve access to and reduce the cost of finance in the form of SME and agro-

business credit lines unlikely had any fundamental sustainable impact on SME lending volumes or 

practices as banks continue to be risk-adverse when it comes to dealing with SME borrowers given 

persistent systemic problems that have not been addressed by ADB.
1

 Lending allocations to female 

entrepreneurs under ADB lines have remained underutilized due to central bank interest rate ceilings 

for refinanced credit to female borrowers, which reduced the attractiveness of this customer segment 

for banks. Also, although ADB financing marginally reduced costs of funds for participating financial 

intermediaries under the SME facility, this did little to address the underlying causes for high funding 

costs, including high interest rates paid on government savings instruments. For larger enterprises, 

access to external capital continues to be constrained by limited capital market development. 

Bangladesh’s capital market remains at a nascent stage of development despite recent growth in 

market capitalization driven mainly by share price increases. Although ADB-supported improvements of 

the legal and regulatory framework for securities markets were adequate, enforcement by an under-

resourced regulator has been lagging, and there have been continuing problems with regard to 

financial reporting and disclosure standards and practices. Ongoing policy-based ADB support 

approved in 2012 contains a number of related policy actions. 

 

5. With regard to the impact of other ADB SME support, there are no reliable or consistent data 

points to assess the growth of SMEs, their profitability, productivity, and contributions to economic 

growth and employment in Bangladesh over the last decade, although it is likely that the number and 

performance of SMEs overall have improved in line with economic growth. Some progress was made 

with the downsizing and reorientation of previously ineffective SME support mechanisms, such as the 

establishment of the demand-driven Small and Medium Enterprise Foundation as a focal point for SME 

matters, the introduction of tax benefits, and the upgrading of the product certification system. 

However, there have also been some drawbacks, most notably the lack of broad-based support for the 

Small and Medium Enterprise Foundation, which has reduced its operational effectiveness, as well as 

the unchanged institutional culture and limited capacity of the public SME service providers. The 

promoted SME development framework did not address any enabling environment concerns.   

 

6. ADB also sought to help microenterprises through support for skill training and credit, which 

was appropriate considering that the informal sector provided 77% of all employment and accounted 

for 40% of total gross value added in 2010 in the agriculture, fisheries, trade, and cottage industries. 

However, while there was demand for the skills training program and financing, which helped 

                                                
1
  Despite some success with banking sector reforms supported by other developing partners, including a lessening of 

government intervention and the entry of private banks, which helped expand private sector credit, a number of government 

interventions continue at a lower scale, including interest rate ceilings, moral suasion, directed credit and explicit requirements 

to ease debt service for some sectors of the economy. This poses risks for lenders, reduces transparency, and creates 

inefficiencies. Although moral suasion and government refinancing programs have increased SME credit in the system, most of 

this has been short-term lending to existing borrowers. A lack of adequate credit information and a lack of adequate 

conditions for loan recovery affect lenders’ assessment of SME-related risks.  
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businesses grow, it is unlikely that ADB support resulted in any systemic changes in programs targeting 

these businesses. 

  

7. Although annual gross domestic product (GDP) growth of about 6% during 2001-2012 has 

been led by the private sector and although the share of private investment in total investments 

increased from 70% in 2000 to 76% in 2011, higher levels of private investment are needed to achieve 

envisaged growth rates of 7% to 8%. Increased investment domestically would depend on the ability of 

the financial system to fulfill its term transformation role. Continuously low levels of foreign direct 

investment at less than 1% of GDP are indicative of investment climate issues. Bangladesh continues to 

rank in the lowest quintile on the Global Competitiveness Index (GCI) with regard to indicators related 

to corruption (in particular irregular payments and bribes), corporate governance and financial 

transparency, infrastructure, higher education, trade tariffs and capacity to innovate. Despite the 

establishment of a yet to be fully implemented anticorruption framework supported by ADB and other 

development partners, Global Competitiveness surveys have identified corruption as the main 

constraint to doing business ahead of inadequate infrastructure supplies and inefficient government 

bureaucracy. Demand for infrastructure services has been rapidly increasing as the result of high levels 

of economic growth, although this has not been met by an increase in supply.  

 

8. World Bank enterprise surveys undertaken in 2002 and 2007 indicate that a number of major 

constraints to doing business, particularly in areas not supported by ADB, lessened considerably 

between those years, while other constraints increased substantially (lack of access to urban land and 

availability of skilled labor), or moderately (lack of access to and high cost of finance as well as 

electricity supply problems). In terms of relative severity, electricity supplies were perceived as major or 

severe obstacles by 77% of urban survey respondents, followed by governance (57%), access to urban 

land (42%), access to and cost of financing (37%), particularly for smaller firms,
2

 and skills and 

education of workers (29%). Findings regarding finance and infrastructure constraints are in line with 

data collected in conjunction with Doing Business reports, which reflect the lack of progress in 

enforcing contracts, resolving insolvencies, obtaining credit information coverage, and getting 

electricity.   

 

2. Cambodia 

9. Many aspects of ADB’s assistance program in Cambodia supported private sector-led growth, 

including support for the development of the financial system, physical infrastructure investments, the 

development of an enabling business environment for SMEs, trade sector reforms, the development of 

a skilled labor force, and economic diversification. ADB programs helped Cambodia improve its overall 

investment climate, albeit not to the extent or as quickly as anticipated. ADB’s financial support, which 

consisted of general budget support under program loans, and assistance for fiscal management 

contributed to greater macroeconomic stability and helped the country cope with the impact of the 

recent global economic crisis. ADB played a part in the development partners’ policy dialogue on 

governance reforms, most notably in the areas of public procurement, financial management systems, 

and anti-corruption, where some progress has been made with the adoption of relevant legal and 

policy frameworks. ADB support has also helped the government establish the basic legal framework 

required under Cambodia’s World Trade Organization (WTO) commitments, although progress with the 

adoption and implementation of commercial laws has been slow. For example, Cambodia has yet to 

pass competition legislation.  

 

10. ADB’s trade-related support, together with the efforts of other development partners, helped 

produce a number of results, including the 2007 customs law, which (i) ensured conformity with the 

terms of General Agreement on Tariffs and Trade and/or WTO Codes on Customs Valuation; (ii) 

improved capacity of the customs department; (iii) introduced an automated system for customs data 

(ASYCUDA) at the Sihanoukville Autonomous Port, Phnom Penh International Airport, and the Phnom 

                                                
2
 In the 2007 enterprise survey, more than half of small firms indicated that access to finance was the main obstacle to doing 

business. 
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Penh Dry Port; (iii) and introduced a single administrative document and customs window, which will 

facilitate risk management and reduce trade-related costs once fully implemented. Support for national 

road projects facilitated access to national and subregional markets. The renovation of key road arteries 

within the Greater Mekong Subregion and the rehabilitation of the railroad facilitated the two-way 

flow of goods and people between markets and countries, although sustained attention to cross-

border arrangements is required.  

 

11. Support for public and private sector cross-border transmission projects increased the supply 

and reduced the costs of electricity in Phnom Penh, Banteay Meanchey, Battambang, and Siem Reap, 

and, in the case of the Private Sector Operations Department (PSOD) project, demonstrated the 

commercial viability of private sector investment in this subsector. 

 

12. ADB support for the two financial sector development programs helped restore confidence in 

the banks and initiate the development of a commercial legal framework. However, ADB support for 

improving access to and the cost of finance has had varying levels of effectiveness so far. While support 

for microfinance development helped increase industry soundness and funding, initial efforts related to 

improving credit information, leasing, financial information on companies, and secured transactions 

have produced less than satisfactory results. Credit to the private sector increased in line with overall 

financial intermediation levels from 6% of GDP in 2001 to 29% of GDP in June 2011, the number of 

commercial bank borrowers more than doubled during this period to almost 300,000, and the number 

of microfinance borrowers also more than doubled to 1 million. However, the share of respondents in 

enterprise surveys who considered access to finance as a major constraint to doing business increased 

from 11% in 2003 to nearly 20% in 2009 as economic growth pushed up demand for credit. Credit to 

the private sector further expanded to 39% of GDP in 2012 and interest rate spreads for local currency 

loans albeit have come down to 6.3% in 2012 (from 16% in March 2011), in part because of the 

improved  availability of credit information on borrowers. 

 

13. The ADB-supported SME development framework increased the visibility of SME issues, but 

does not seem to have translated into further initiatives to assist SMEs. The supported Law on 

Commercial Enterprises provides an adequate legal basis for the establishment and formalization of 

companies. It also reduced paid-in minimum capital requirements from 439% of annual per capita 

income to 31%, which initially contributed to an increase in the number of registered SMEs. However, 

although official business registration costs were reduced, procedures simplified, and the process made 

more transparent, new business density (i.e., new registrations per 1,000 working age population) for 

Cambodia at 0.2 in 2009 was low compared to similar countries, down from 0.3 in 2007. Initial efforts 

to reduce other regulatory costs related to enterprise licenses and inspections were not effective. 

Additional requirements further increased registration time and costs in 2012.  

 

14. Recent attempts to introduce regulatory impact assessments to head off undue potential 

regulatory burdens for the private sector appear to be promising, although potential regulatory 

compliance costs have not been not fully captured and there has been initial resistance to their 

introduction from a number of government departments.  

 

15. ADB support in the agriculture sector has facilitated private sector involvement in the supply of 

agro-inputs and the marketing of agriculture products while laying the groundwork for private 

property rights in rural lands. However, implementation issues, in part due to governance problems, 

have reduced the potential benefits of the land titling program. 

 

16. ADB support for education helped improve overall education levels, albeit from very low levels. 

It is also seeking to improve technical and vocational training by promoting more cooperation with the 

private sector. 

17. Cambodia’s economic growth of on average 8% during 2001-2012 has been driven by the 

private sector, although the share of private investment in total domestic investment declined from 

63% in 2000 to 56% in 2010. Cambodia's liberal investment regime has helped attract large inflows of 
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foreign direct investment from China and other Asian countries, notably into the garment industry but 

also into infrastructure, tourism, and property, which facilitated the high economic growth rates over 

most of the review period. Companies in these sectors benefited the most from ADB-supported trade 

reforms and infrastructure investments. The growth of SMEs operating in other sectors, particularly 

agro-processing industries, has been slower.  

18. Measures under various ADB-supported programs related to the International Finance 

Corporation (IFC) Doing Business indicators have not always improved respective rankings. In the 2013 

Doing Business report, Cambodia ranked 184th on ease of starting a business, and 163rd on resolving 

insolvency (despite new insolvency legislation). Improvements were registered with regard to creditor 

rights and getting credit as a result of secured transactions legislation, and in the time (not cost) taken 

to import and export after the introduction of ASYCUDA.  

 

19. Enterprise surveys indicate that the biggest improvements between 2003 and 2008 have been 

made in a number of areas supported by ADB (i.e., the legal system, customs and trade regulations, 

and regulatory policies), and other areas (i.e., crimes and tax administration), while concerns about 

macroeconomic uncertainty due to the global economic crisis, infrastructure provision, lack of skills and 

low educational attainments, and cost of finance have been increasing. Access to finance and land are 

seen as more pressing issues than before particularly by smaller firms.  

 

3. India 

20. ADB contributions toward strengthening the enabling environment for private sector 

development (PSD) in India have been limited to easing infrastructure bottlenecks, increasing rural 

connectivity, and facilitating private participation in infrastructure (PPI) development. There have been 

some recent efforts to facilitate agricultural value chains through support for PPPs and SME financing, 

mainly through credit lines.
3

  These efforts are still ongoing and it is too early to assess their 

effectiveness and impact.  

 

21. Considerable progress has been made in facilitating PPI throughout the last decade. As a result, 

PPI has grown rapidly during the review period to more than $100 billion for several hundred projects. 

The role of related ADB support in this outcome was very helpful, but not critical. ADB support for state 

power sector reforms and earlier support for the introduction of viability gap funding (VGF) for roads 

facilitated private investment. ADB also helped build the institutional capacity of several states for 

developing and contracting PPPs and provided valuable inputs for the development of a national PPP 

framework. So far, investments by the private sector have been largely limited to the power generation, 

highway, and roads sectors, although power transmission, airports, and ports have attracted some 

private sector investment. The complexity of, and resistance to, implementing industry restructuring as 

well as regulatory reforms at state and municipal levels have discouraged private sector investors and 

banks in other sectors. There have been ADB efforts to facilitate such reforms, but with comparatively 

limited success so far. A more detailed assessment of ADB’s PPP-related support is provided in linked 

Appendix 8. 

 

22. ADB contributions to public infrastructure investments that are relevant for private sector 

activity have been substantial, particularly for upgrading national highways, developing state and rural 

road networks (which supports economic activity in backward areas), and increasing power generation 

and transmission capacity (which helps ease supply constraints). GCI surveys indicate relative 

improvements in private sector perceptions of infrastructure supply problems from 2003 to 2012.  

 

                                                
3
  Using an integrated value chain (IVC) approach, the investment program invests in physical and institutional links along 

horticultural value chains by supporting (i) site development and agribusiness infrastructure, (ii) infrastructure links to ensure 

connectivity and basic services across the value chain, (iii) backward links to the production areas through contract farming 

and producer companies, and (iv) capacity building to strengthen technical and managerial skills along the value chain. The 

IVCs are to be established by PPP concessionaires. 
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23. The share of the state in domestic investment increased during the review period from 33% in 

2000 to 40% in 2011, in part due to massive infrastructure investments.  The recent high levels of 

government investment at 14% of GDP are unlikely to be sustainable over the longer term. While 

private domestic investment is already high at 21% of GDP, the government is looking to increase the 

level of contributions of foreign investment, which has remained below potential at under 1% of GDP.  

 

4. Kyrgyz Republic 

24. ADB support for strengthening the enabling environment for PSD in the Kyrgyz Republic during 

the review period focused on facilitating the country’s second and third generation of reforms after its 

transition from a planned state-owned economy to a market economy, which involved further 

structural and institutional enhancements and changes in law based on initial implementation 

experience. 

 

25. The Kyrgyz Republic was one of the earliest reformers in Central Asia, putting into place legal 

and regulatory frameworks for a market economy and privatizing a large share of its economy. Despite 

these successes, it has been difficult for larger private businesses to survive without connections to the 

state and without political patronage. Although the country has a low share of state ownership (25% 

of the economy) compared to other countries in Central Asia, the state continues to own most strategic 

enterprises, including most public utilities. ADB-supported divestments of larger state-owned 

enterprises (SOEs) during the review phase were not implemented as planned.   

 

26. ADB support contributed toward improving the legal environment during the review period, 

with the country achieving a mid-level ranking in terms of its state of economic transition and the state 

of its commercial and financial laws compared to other economies in Eastern Europe and Central Asia. 

However, weak law enforcement and corruption continue to constrain private businesses and affect the 

quality of corporate governance, which compounds existing problems with enterprise efficiency, 

innovation, and competitiveness. ADB-supported reforms introduced corporate governance and 

financial accounting and audit standards in line with international standards, although progress with 

their actual implementation has been slow.  

 

27. Access to finance has improved as a result of financial sector reforms supported by ADB and 

other development partners, albeit not to the extent projected by ADB. Although there have been 

improvements in relevant indicators during the review period, financial intermediation levels remain 

low compared to similar countries. Private sector credit grew from 4% of GDP in 2001 to 14% in 2008 

before declining to 13% in 2010 in the aftermath of economic crisis. While interest rate spreads have 

come to some substantially from 33.5% in 2000 to 7.5% in 2012, compared to other economies they 

remain high and levels of private sector credit low reflecting a continued lack of adequate bank credit 

and risk management skills and systems despite increased foreign ownership of banks, a lack of reliable 

financial information, and concerns about macroeconomic instability. Creditor rights were substantially 

strengthened by establishing a firm legal basis for asset foreclosure, streamlining appellate court 

procedures, and establishing out-of-court commercial dispute resolution, but required court 

confirmations of arbitration decisions still slow down collateral enforcement.
4

 In particular, smaller 

enterprises continue to have difficulties in obtaining credit from banks. A sustainable rural financial 

system has yet to emerge.   

 

28. The stock market remains underdeveloped and plays a marginal role in the mobilization of new 

capital for private enterprises. Despite the ADB-supported establishment of an appropriate legal and 

regulatory framework for securities markets operations, capital market capitalization and liquidity have 

not increased markedly and remain insignificant because of political and economic events, market 

limitations, slow progress on further privatizations, and lack of financial transparency. The corporate 

bond market has been dormant since a couple of issues defaulted in 2003.  

 

                                                
4
  The number of contracts with arbitration clauses increased significantly.  
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29. ADB support for company registration reforms reduced the time and costs associated with 

business start-ups. Despite general political and macroeconomic uncertainties, business registrations 

increased from 2,171 in 2004 to 4,412 in 2009 with corresponding entry density rates (i.e., new 

businesses per 1,000 population) of 0.7 in 2004 and 1.3 in 2009. It is unclear how many registrations 

were linked to new businesses being created as opposed to the formalization of existing informal 

businesses. In the wake of the economic crisis in 2009/2010, new business registrations have fallen off 

further, with the entry density rate declining to 0.9 in 2011.  Greater levels of formalization should help 

enterprises get access to credit and grow. Half of the economy is estimated to be informal, which limits 

the scope for company growth and productivity gains. Other areas of ADB support also registered de 

jure improvements, including getting credit and protecting investors, although enterprise surveys 

indicate continuing issues with regard to access to finance. 

 

30. Although ADB’s involvement in the area of customs reform and improvement has brought the 

Kyrgyz Republic closer to having an efficient and effective customs system that facilitates foreign trade 

and investment, encourages movement of goods and people, increases government revenues, and 

promotes economic growth, Independent Evaluation Department (IED) findings suggest that trading 

across borders remains an area in which there is scope for improvement.  Customs procedures still 

cause trucks to wait for 2 days until their cargo is cleared at the Kazakh and Kyrgyz border. It is likely 

that ongoing ADB-supported automation initiatives will help bring down trading costs, as they reduce 

the scope for informal payments.  

 

31. GCI  surveys have identified relative improvements in private sector perceptions of tax 

regulations, supply of infrastructure, and education of the workforce (in part due to successful ADB 

support for education, including for vocational and technical training), while registering worsening 

perceptions of corruption, which was only indirectly addressed by ADB support. The latest World Bank 

enterprise survey identifies corruption and inadequate electricity supplies as the two major constraints 

to doing business in the country. ADB only recently approved support for power sector improvements, 

which would need to be complemented by further sector reforms, including the introduction of cost-

reflective tariffs, to encourage private participation and investments in the sector.  

 

32. Several indicators, including an increase in overall, foreign, and private investment volumes, 

suggest that the business environment and investment climate in the Kyrgyz Republic have 

strengthened in recent years despite political and macroeconomic instability.
5

 The share of private 

sector investment in GDP increased from 14% of GDP in 2000 to 19% in 2010. 

 

5. Philippines 

33. ADB support for strengthening the enabling environment for PSD has focused on support for 

power sector restructuring and investments, financial sector reforms, SME development, fiscal reforms 

and public sector management, and judicial reforms. 

 

34. ADB’s policy support has resulted in substantial transfers of ownership of power generation 

assets from power sector assets and liabilities management to private sector owners. Further, sector 

restructuring and unbundling and tariff reforms have encouraged private sector investment in 

greenfield power projects and facilitated the sale of the National Transmission Corporation to the 

private sector. The quality and reliability of power supply have improved significantly as a result of the 

sector restructuring, while connection levels have increased marginally. However, power tariffs are 

among the highest in the world and impose substantial costs for many private sector activities. The 

challenge remains to lower or at least contain tariffs by ensuring fair and transparent competition in 

generation and distribution through the wholesale electricity spot market, as and when open access is 

                                                
5
 The Kyrgyz Republic has faced considerable political turmoil in the last decade and this has adversely affected the country’s 

economic performance. In the period 2005–2010 average growth of less than 5% per annum was lower than all other Central 

Asian republics. The government was overthrown in the “Tulip revolution” in 2005, in 2008 there was the global economic 

crisis and a banking crisis in neighboring Kazakhstan, and in 2010 there was political turmoil followed by inter-ethnic violence. 
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achieved. The appointment of an independent operator for the wholesale electricity spot market is an 

important factor in ensuring robust and transparent market operations now that generation capacity is 

controlled by a small number of private sector companies. ADB’s infrastructure investment support was 

minimal compared to that in other developing member countries (DMCs) and was limited to road 

improvements, small-scale rural infrastructure, power transmission, a private sector expressway, and 

power generation facilities, which helped alleviate some of the infrastructure bottlenecks affecting 

private sector activity. Recent PPP-related support is described in linked Appendix 8. 

 

35. ADB support for general financial market development has helped improve the soundness of 

financial institutions, but has done little to improve enterprise access to debt financing or reduce 

financing costs. Domestic credit to the private sector as a share of GDP has actually worsened over the 

last decade. The private bond market remains small relative to regional peers due to due to 

enforcement problems and unresolved deficiencies in the frameworks for corporate governance and 

debt recovery, although the latter could improve as the result of insolvency legislation approved in 

2010. A number of ADB-supported measures to improve SME access to finance have either yet to 

materialize (in the case of the Central Credit Information Corporation) or did not have a significant 

impact on SME financing because underlying constraints were not addressed (in the case of credit 

support for SB Corporation).
6

 The share of SME lending in total bank lending is low, as many of the 

larger financial institutions have difficulties complying with the government lending targets of 8% for 

small enterprises and 2% for medium-sized enterprises.
7

  According to the 2009 World Bank enterprise 

survey, working capital obtained from formal institutions accounted for only 16% on average of total 

current funding for micro- and small enterprises and 21% for medium-sized enterprises, both of which 

are low compared to the usual benchmark of 30%. For micro- and small enterprises, only about 6% of 

investments are funded through bank loans, and for medium-sized enterprises, this amounts to 15%, 

both of which are lower than in other lower middle income countries. Low levels of external financing 

occur, although the shares of firms with bank loans and checking or savings accounts are similar to or 

higher than in comparable countries. Credit demand is reduced in part because of unusually high 

collateral requirements that tend to be more than twice the size of the loan amount. Inadequate access 

to finance is identified by 16% of surveyed SMEs as the main obstacle to doing business, a higher 

percentage of respondents than in a similar survey undertaken in 2003, indicating that this issue has 

become more pressing. By comparison, ADB support for capital market development reforms facilitated 

a significant increase in market capitalization levels from 32% of GDP in 2000 to 69% in 2012, and 

helped listed companies raise funds through rights issues. However, equity market listings have been 

nearly stagnant.  

 

36. The impact of ADB support for SME development has been modest. The share of SMEs in the 

total number of enterprises, employment, and value added has not changed much since 2001, 

although the absolute number of small enterprises (and microenterprises) has been increasing.
8

 New 

business density is low by international standards. The establishment and growth of SMEs continue to 

be affected by an unfavorable environment for doing business, particularly with regard to opening new 

businesses, enforcing contracts, high electricity costs, paying taxes, and getting credit, which are all 

factors that affect smaller companies most. The new Philippines Business Registry, which should help 

reduce costs of entry, is being operationalized nationwide with some delay. It is hoped that ongoing 

ADB support for judicial reforms that encourage out-of court settlements will improve contract 

enforcement.  

 

                                                
6
  Despite government SME lending targets, there are no published data series on SME lending that would allow conclusions on 

whether such lending has increased in recent years.  
7
 In 2010, Bangko Sentral ng Pilipinas (the Central Bank of the Philippines) fined 20 financial institutions for non-compliance with 

SME lending targets. The latest Bangko Sentral ng Pilipinas figures show that system-wide micro- and small enterprise lending 

is 6.6%, although lending to medium-sized enterprises has reached 6.5%. 
8
  In 2009, microenterprises accounted for 91.1% of the total number of enterprises, 30.4% of total employment, and 4.9% of 

value added; SMEs accounted for 8.5% of the total number of enterprises, 31.2% of total employment, and 30.8% of value 

added. 
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37. ADB support for public sector management helped increase transparency, including for public 

procurement, while support for fiscal management reforms contributed to improvements in the overall 

economic situation of the country, which helped increase the country’s credit rating. However, 

according to various enterprise and other perception surveys, most aspects of the overall investment 

climate have not markedly improved from 2000 to 2001, which has contributed to a reduction of 

private investment to comparatively low levels.
9

  

 

38. The Global Competitiveness Report for 2013–2014
10

 ranked the country 59th out of 148. This 

compares to a ranking of 66th out of 102 countries in 2003. Compared to 2003, the main 

improvements in the country’s investment climate have been with regard to the macroeconomic 

environment and government and policy stability. There are 7 DMCs that are ranked higher than the 

Philippines: Azerbaijan, the People’s Republic of China (PRC), Indonesia, Kazakhstan, Korea, Malaysia 

and Thailand. The associated executive opinion survey found that inadequate infrastructure, corruption, 

and an inefficient government bureaucracy continue to be the most problematic factors for doing 

business. More specifically, the report identified a number of areas of weakness that the Philippines 

must address to improve its competitiveness, including corruption; regulatory costs; dispute resolution; 

legal rights of creditors and shareholders; competition policies; customs procedures; physical security; 

labor market efficiency; the quality of seaport and airport infrastructure; and the quality of primary, 

math, and science education. During the review period, ADB did not have any significant involvement 

in most of these areas.  

 

6. Solomon Islands 

39. ADB support for strengthening the enabling environment for PSD has focused on legal and 

institutional reforms to strengthen property rights and reduce regulatory costs. Although planned 

outputs in the form of a new company law, secured transactions regime, a web-based business 

registry, and SOE reforms have been largely achieved, the translation into meaningful outcomes is not 

yet certain.  

 

40. With regard to improving access to credit through secured transactions legislation and the 

establishment of a collateral registry, banks have determined that there are “not enough qualified 

borrowers” in Solomon Islands.  Rather than use the new secured transactions system to leverage new 

kinds of assets and lend to new kinds of customers, the banks are concerned with hedging the high risk 

they see in the market. The system’s considerable excess liquidity is deposited safely with the Reserve 

Bank. Or, when the banks do lend to the private sector, they tend to ask for collateral twice the loan 

value, taking interests in real estate, bank deposits, National Provident Fund accounts, and other 

traditionally safe assets as an alternative or a supplement to movable property.
11

 The kinds of 

instruments made possible by secured transactions reform (e.g., warehousing, accounts receivable 

finance, factoring, and securitization) are not in evidence yet, though there is some leasing. In addition, 

is there no indication that dealers, suppliers, or trade creditors are using the new system to finance 

their value chains. The system was heavily used initially due to the re-registration requirement. (Indeed, 

there was an early rush to use the system by individuals bringing household goods and farm animals to 

the banks in the mistaken belief that they could register these assets and get credit in return.) The rate 

of use slackened later and then rebounded after the uncertainties of the 2010 election season. Lenders 

have not seized on the reformed secured transactions system to change their products, procedures, or 

customer bases. The decision to pursue this reform now is a matter of judgment, and only over time 

will it become clear whether putting the new system in place will enable private sector growth that 

would not otherwise happen. Currently, the system seems to work well for simple equipment and 

                                                
9
  Total investments fell from 21.2% of GDP in 2000 to 15.6% in 2010, which is significantly below the world average of 21.7%. 

Domestic private investments fell from 14.0% of GDP in 2000 to 11.7% in 2010. Similarly, foreign direct investment fell from 

2.8% of GDP in 2000 to 0.9% in 2010, which was lower than in neighboring countries. 
10

  World Economic Forum. 2012. The Global Competitiveness Report 2013–2014. Geneva: SRO-Kundig. 
11

 Loan-to-value for urban land—considered the most solid non-financial asset—is generally 60%, partly due to the difficulty of 

searching titles. For movables, oan-to-value is closer to 50%, but additional cover by safe assets is required. ANZ Bank is 

offering unsecured loans at 15.5% per annum, but these are essentially payroll loans, requiring a certificate of employment. 
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vehicle sales, but its broader use is—or is likely to be—constrained because of the weakness of the  

priority rules of the secured transactions act. Access to finance by the private sector continues to be 

expensive and is also limited by lack of reliable financial information and customary land practices, 

which limit the use of land as collateral, especially in rural areas.  

 

41. The case of the company reforms seems clearer. One source described the prior system as “the 

worst company registry ever,” and the number of new and renewed registrations suggests that the 

reform has increased the formation and formalization of companies. There is agreement that the new 

online registration system is an improvement and that the new provisions in the Company Law are 

relevant to enterprise and nonprofit promoters in Solomon Islands. There is scope for further cutting 

down on registration costs by instituting a one-stop administrative point for opening a business.   

 

42. Overall, especially since the main reforms were not implemented until 2009–2010, it is too 

soon to see economy-wide effects. On the legal and procedural matters addressed by the ADB 

programs, the evidence is also mixed. Enhanced public-private dialogue was confirmed by informants 

in-country. Further, the country’s Doing Business ranking for starting a business significantly improved 

to 82nd in the 2013 rankings out of 189 countries, with the time required to start a business reduced 

to 9 days and related costs to 48% of annual per capita income.   

 

43. ADB supported SOE reforms in an effort enhance public service provision and level the playing 

field for private competitors. Specific reform targets included (i) strengthened ownership and oversight 

through SOE legislation, (ii) the privatization of key SOEs, (iii) commencement of SOE restructuring, and 

(iv) reduced fiscal allocations to privatized SOEs and those under management contracts. According to 

the country partnership strategy (CPS) final review validation report, progress toward the output 

targets has been mixed due to weak political support for SOE reform and weak institutional capacity 

development and arrangements. Although the SOE Act was passed by Parliament as planned, it only 

became effective in April 2010 when new SOE regulations were promulgated. Implementation has 

been slow, with one SOE privatized in 2009, one being tendered, and three being restructured.
12

  

 

7. Cross-country findings 

44. Structural reforms initiated during the 1990s in Bangladesh, Cambodia, India, and the Kyrgyz 

Republic and during the last few years in the Solomon Islands significantly increased the role of the 

private sector in the economic development of these countries. The challenge after 2000 was to 

improve the conditions under which the private sector operates.   

 

45. There have been a number of improvements in the investment climate of all case study 

countries, but also areas of stagnation and regression, and indicators show how much scope for 

improvement remains (Table A5.2). Only in the cases of Cambodia and the Philippines did the GCI 

ranking, which captures most aspects of a country’s investment climate, markedly improve. 

Nevertheless, in most case study countries there have been improvements in various competitiveness 

component scores and private sector perceptions, particularly with regard to the quality of 

infrastructure provision (with the exception of Bangladesh) and education (with the exception of the 

Kyrgyz Republic). However, although transport infrastructure improved in most countries, the quality of 

electricity supplies did not, actually deteriorating in the Kyrgyz Republic, which had not received any 

ADB investment support until recently due to the government’s reluctance to implement required tariff 

reforms. Perceptions of corruption improved in most case study countries including Bangladesh and the 

Philippines, which had received related ADB support, but slightly worsened in Cambodia and the 

Solomon Islands. Private sector views regarding the development of regulatory and governance 

conditions were mixed, with perceptions of regulatory burdens improving, but perceptions of judicial 

independence, government favoritism, and property rights not improving or deteriorating in some 

cases. There has generally been a positive correlation between ADB-supported trade, judicial, and 

competition reforms and related private sector perceptions.   

                                                
12

 ADB. 2011. Finding Balance 2011. Manila. 
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46. There have been no marked improvements in overall Doing Business rankings, with the 

exception of the Kyrgyz Republic. During 2004 to 2012, the Kyrgyz governments implemented reforms 

across the widest range of areas covered by Doing Business indicators (seven out of 10). The Kyrgyz 

Republic was the only country among the six reviewed ones that systematically pursued regulatory 

reform measures covered by the Doing Business agenda and indicators, while the other countries 

selectively pursued some of these reforms. Most of the case study countries implemented reforms 

related to business entry (e.g., business and property registration, getting credit, and trading across 

borders), which tend to be less contentious as they affect vested interests less than judicial reforms. 

With regard to results, there were substantial improvements in the de jure costs and time taken to start 

a business in the Kyrgyz Republic and Solomon Islands and modest improvements so far in Cambodia 

and the Philippines. Other significant improvements in Doing Business indicators were largely limited to 

ADB-supported reforms for getting credit in Cambodia, the Kyrgyz Republic, and Solomon Islands. 

Modest improvements were registered for ADB-assisted trade facilitation measures. Overall, many 

Doing Business indicator improvements in the case study countries were associated with some ADB 

support. With the exception of the Philippines, none of the countries undertook any reforms related to 

enforcing contracts or resolving insolvencies during the review period despite low Doing Business 

rankings. 

 

47. These improvements facilitated increases in domestic private investment in terms of percentage 

of GDP in most of the study countries (except for Cambodia and the Philippines) as well as increases in 

foreign direct investments in Cambodia, the Kyrgyz Republic, and Solomon Islands. However, foreign 

direct investment in Bangladesh, India, and the Philippines remains constrained by perceptions of 

weaknesses in the business regulatory environment, including the presence of unaddressed investment 

restrictions for foreign companies. 

 

Table A5.2: Indicators of Private Sector Enabling Environment in Case Study Countries 

 

 Bangladesh Cambodia India Kyrgyz 

Republic 

Philippines Solomon 

Islands 

PRIVATE SECTOR DEVELOPMENT 

Private investment as 

share of total gross 

capital formation 

70% (2000) 

76% (2011) 

67% (2000) 

63% (2011) 

70% (2000) 

73% (2010) 

56% (2000) 

72% (2010) 

73% (2000) 

81% (2010) 

-- 

Gross capital 

formation, private 

sector (% of GDP) 

16 (2000) 

19 (2011) 

12 (2000) 

10 (2010) 

16 (2000) 

22 (2010) 

10 (2000) 

18 (2011) 

16 (2000) 

17 (2010) 

-- 

New business density 

(new registrations 

per 1,000 

population) 

-- 

0.1 (2012) 

0.1 (2004) 

0.2 (2009) 

0.1 (2004) 

0.1 (2012) 

0.7 (2004) 

1.3 (2009) 

0.9 (2012) 

0.3 (2004) 

0.3 (2012) 

- 

0.1 (2011) 

Foreign direct 

investment, net 

inflows (% of GDP) 

0.6 (2000) 

1.0 (2012) 

4.1 (2000) 

11.1 (2012) 

0.8 (2000) 

1.3 (2012) 

-0.2 (2000) 

5.7 (2012) 

 

2.8 (2000) 

1.1 (2012) 

3.0 (2000) 

6.8 (2012) 

ACCESS TO FINANCE 

Private credit (% of 

GDP) 

24.7 (2000) 

49.9 (2012) 

6.4 (2000) 

38.7 (2012) 

28.0 (2000) 

51.5 (2012) 

4.2 (2000) 

12.2 (prel. 

2011) 

36.8 (2000) 

33.4 (2012) 

16.0 (2000) 

23.2 (2012) 

Interest rate spread 6.9 (2000) 

1.3 (2012)  

16.0 (3/2011)* 

6.3 (2012)  

-- 33.5 (2000) 

7.5 (2012) 

2.6 (2000) 

2.5 (2012) 

11.6 (2000) 

10.4 (2012) 

Number of listed 

companies 

221 (2000) 

229 (2012) 

-- 5,937 (2000) 

5,191 (2012) 

80 (2000) 

18 (2012) 

228 (2000) 

268 (2012) 

-- 

Capital market 

capitalization (% of 

GDP) 

2.5 (2000) 

15.1 (2012) 

-- 31.2 (2000) 

68.6 (2012) 

0.3 (2000) 

2.5 (2012) 

32.0 (2000) 

105.6 

(2012) 

-- 

OTHER ASPECTS OF INVESTMENT CLIMATE 

GCI ranking 98th of 102 

(2003) 

103rd of 

125 (2006) 

56th of 102 

(2003) 

116th of 

117 (2005) 

66th of 102 

(2003) 

-- 
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 Bangladesh Cambodia India Kyrgyz 

Republic 

Philippines Solomon 

Islands 

110th of 148 

(2013) 

88th of 148 

(2013) 

60th of 148  

( 2013) 

121st of 

148 (2013) 

59th of 148 

(2013) 

CPI score (0-10) 0.4 (2001) 

2.7 (2013) 

2.3 (2005) 

2.0 (2013) 

2.7 (2001) 

3.5 (2013) 

2.1 (2003) 

2.4 (2013) 

2.9 (2001) 

3.5 (2013) 

2.8 (2007) 

2.7 (2011) 

GCI institutions score 

(1-7) 

2.9 (2005) 

3.1 (2013) 

2.9 (2005) 

3.6 (2013) 

4.3 (2005) 

3.9 (2013) 

2.9 (2005) 

3.1 (2013) 

3.2 (2005) 

3.8 (2013) 

-- 

GCI macroeconomic 

score (1-7) 

4.6 (2013) 4.5 (2013) 4.1 (2013) 4.0 (2013) 5.3 (2013)  

GCI infrastructure 

score (1-7) 

2.4 (2005) 

2.4 (2013) 

2.3 (2005) 

3.3 (2013) 

3.2 (2005) 

3.7 (2013) 

2.3 (2005) 

2.7 (2013) 

2.6 (2005) 

3.4 (2013) 

-- 

GCI quality of 

electricity supply  

perception (1-7) 

2.3 (2005) 

2.2 (2013) 

2.6 (2005) 

3.2 (2013) 

3.3 (2005) 

3.2 (2013) 

3.4 (2005) 

2.7 (2013) 

3.7 (2005) 

4.0 (2012) 

-- 

Logistics index (1-5) 2.47 (2007) 

2.74 (2010) 

2.50 (2007) 

2.56(2012) 

3.07 (2007) 

3.08 (2012) 

2.35 (2007) 

2.35 (2012) 

2.69 (2007) 

3.02(2012) 

2.08 (2007) 

2.41 (2012) 

Primary school 

completion rate (%) 

48 (2000) 

75 (2011)          

51 (2001) 

98 (2012) 

73 (2000) 

96 (2011) 

93 (2000) 

98 (2012) 

100 (2001) 

91 (2009) 

 

85(2012) 

GCI higher education 

and training score (1-7) 

2.7 (2005) 

2.8 (2013) 

2.4 (2005) 

3.1 (2013) 

4.3 (2005) 

3.9 (2013) 

3.7 (2005) 

3.6 (2013) 

3.9 (2005) 

4.3 (2013) 

-- 

Gross secondary 

enrollment rate 

48 (2000) 

51 (2011) 

17 (2000) 

46 (2011) 

46 (2000) 

69 (2011) 

84 (2000) 

88 (2011) 

75 (2001) 

85 (2009) 

21 (2000) 

48 (2012) 

GCI quality of education 

system perception (1-7) 

2.5 (2005) 

3.3 (2013) 

2.8 (2005) 

3.6(2013) 

4.5 (2005) 

4.4 (2013) 

3.2 (2005) 

2.7 (2013) 

3.0 (2005) 

4.3 (2013) 

-- 

CPI = Corruption Perceptions Index; GCI = Global Competitiveness Index; GDP = gross domestic product. 

Source:  World Bank Statistical Database, Doing Business reports, Global Competitiveness reports. http://www.cpi.transparency.org. 

* calculations by Independent Evaluation Department. 

 = improvements  =little change  = deterioration.  

 


