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I. PROJECT DESCRIPTION 

A. Rationale 

1. The contribution of small businesses to gross domestic product in Uzbekistan increased 
from 30% in 2000 to 50% in 2009, with about 8.4 million people employed in 422,401 micro and 
small enterprises (MSEs) and sole proprietorship businesses.1 Despite the continued growth in 
the number of MSEs and the employment generated, the demand for MSE credit was large. 
Only 7.8% of businesses were financed by loans—the lowest in the region where the average 

                                                
1  In Uzbekistan, a microenterprise is defined as an enterprise employing 1–20 persons in industry and 1–5 (in some 

cases, 1–10) persons in services; a small enterprise is one that employs 21–50 persons in agriculture and industry, 
and 6–25 persons in services (Resolution of the Cabinet of Minister of the Republic of Uzbekistan, no. 439, dated 
11 October 2003). As of the end of 2008, small enterprises employed 525,500 people and microenterprises 
employed about 1.64 million people while another 5.86 million people were self-employed, running sole 
proprietorship businesses. 
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was 23.3%.2 The continued demand for Asian Development Bank (ADB) credit lines for MSEs in 
Uzbekistan was indicative of the large and unmet demand.3 

2. To meet the demand for MSE credit, the Second Small and Microfinance Development 
Project was designed to catalyze lending to MSEs by working with participating commercial 
banks (PCBs).4 These PCBs were required to commit to sustainable MSE financing and must 
meet a set of criteria.5 The selected PCBs were the Agrobank, Hamkorbank, and Ipak Yuli Bank 
(IYB).6 To facilitate access to credit by MSEs, the project comprised a $50 million loan7 to be 
channeled through the three PCBs for onlending to viable MSEs, and a technical assistance 
(TA) grant of $600,000 to improve the MSE financing capacity of PCBs and their sub-borrowers’ 
entrepreneurial skills. To demonstrate their commitment to the MSE sector, these PCBs were 
required to match the ADB credit allocation with their own funds.  

B. Expected Impacts, Outcomes, and Outputs  

3. The project’s expected impact was for more individuals to earn their livelihood in the 
formal private MSE sector. The targeted outcome was expanded, viable, and sustainable MSE 
finance operations. The design and monitoring framework (DMF) specified two project outputs. 
The first output was an increase in microfinance loans to financially viable sub-borrowers (men 
and women). The second output was the delivery of training to improve the entrepreneurial 
capacity of sub-borrowers, including women and microcredit organizations (MCOs).  

C. Provision of Inputs 

4. The loan was approved on 21 April 2010 and became effective on 3 August 2010. The 
loan was closed on 28 April 2014 with no extension. At appraisal, the project cost was 
estimated at $142.85 million comprising of a $50 million ADB loan, counterpart part funds from 
PCBs that matched the ADB loan, and 30% equity contribution from sub-borrowers. Of the  
$50 million ADB loan, $20 million was allocated to Hamkorbank, $20 million to Agrobank, and 
$10 million to IYB. The $50 million ADB loan was fully disbursed and liquidated within the 
project implementation period. Loan disbursement was slow at the start due to the suspension 
of disbursement of funds to Agrobank and delay in effecting the reallocation by the Ministry of 
Finance (MOF) of the $14 million unused allocation—from Agrobank to Hamkorbank  

                                                
2  World Bank Group. 2009. Enterprise Surveys. Country Note. Uzbekistan.  
3  ADB.1996. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grant to the Republic of Uzbekistan for the Rural Enterprise Development Project. Manila; ADB. 2000. 
Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic of 
Uzbekistan for the Small and Medium Enterprise Development Project. Manila; ADB.2002.Report and 
Recommendation of the President to the Board of Directors: Proposed Loan and Technical Assistance Grant to 
the Republic of Uzbekistan for the Small and Microfinance Development Project (SMDP). Manila.  

4   ADB. 2010. Report and Recommendation of the President to the Board of Directors: Proposed Loan and 
Technical Assistance Grant to the Republic of Uzbekistan for the Second Small and Microfinance Development 
Project. Manila.  

5  PCBs were to meet the following criteria: (i) financial soundness (solvency, liquidity, profitability, efficiency, and 
prudence); (ii) extensive rural retail network; (iii) a proven track record and efficiency in non-subsidized 
microfinance intermediation;  (iv) ability and willingness to manage the foreign exchange risk prudently; and  
(v) transparent corporate, financial, and management governance practices. 

6  Hamkorbank and IYB are privately owned bank while the government has majority ownership in Agrobank. In 
November 2009, the outstanding MSE loan balances of these PCBs were $75.8 million and were projected to 
reach $484.6 million by 2013. 

7  A country consultation mission was fielded during 24–30 January 2009 to explore on a preliminary basis a 
possible small and microfinance credit line for processing in 2009. A loan reconnaissance mission to Uzbekistan 
was undertaken from 27 January to 12 February 2010, and a fact-finding mission on 5 March 2010.  
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($7 million) and to IYB ($7 million). The suspension by ADB of funds disbursement to 
Agrobank was in response to the breach in its loan covenants (para. 9).  
 
5. The project was classified Category FI under the ADB environmental and social 
safeguard requirements. The implementing agency reported no issues on the compliance of 
PCBs with the environmental management system framework under the credit line. Likewise, 
no subproject had an impact on involuntary resettlement and on indigenous peoples.  
 
6. The TA grant of $600,000 (para. 2) covered capacity-building activities to strengthen 
the entrepreneurial skills of sub-borrowers and the MSE finance capacity of PCBs.8 The TA 
grant was assessed successful by the TA completion report.9 The TA activities helped improve 
the capacity of PCBs to expand their loan portfolio and business skills of potential  
sub-borrowers, which contributed to the timely implementation of the project’s credit line 
component. Of the $600,000 allocated for the TA grant, $456,603 was disbursed, leaving 
23.9% of TA funds unutilized due to the lower cost of implementation than originally 
anticipated. The performances of Maxwell Stamp Ltd. as the consulting firm, and the six 
individual consultants engaged to complete the extended training services were assessed 
satisfactory by the TA completion report. All consultants were engaged under the TA grant.  

D. Implementation Arrangements  

7. The MOF was the executing agency for the project. Agrobank, Hamkorbank, and IYB, 
are the implementing agencies. The ADB loan was onlent by the government to these PCBs 
under separate subsidiary loan agreements. Each of the PCBs established project 
implementation units.  
 
8. There was a change in the implementation arrangement for the loan. There was also a 
minor change in the sub-loan ceiling, which was increased from $20,000 to $40,000 in line with 
the microfinance law that limits the maximum size of microcredit to less than or equal to  
1,000 times the minimum wage. The increase in sub-loan limit was also in line with the market 
demand for larger loan size to support business growth and expansion. This validation is of the 
view that the changes made in the loan allocations and sub-loan ceiling were appropriate. The 
implementation arrangements were adequate in delivering the expected project outputs.  
 
9. Of the 45 covenants under the loan agreement, only Agrobank did not comply, 
particularly with the financial covenants. Agrobank (i) did not comply with the covenant on the 
return to assets ratio of 1% for 2010 and 2011, (ii) failed to provide the required 2010 audited 
financial statements, and (iii) did not submit quarterly progress reports in 2011. As a result, ADB 
discontinued the allocation of the remaining $14 million to Agrobank. Further, audit undertaken 
in 2010 and 2011 reflected misappropriation of funds by former Agrobank employees from 
February 2009 to February 2010, which required a restatement of Agrobank’s 2009 audited 
financial statements. 
 
10. Under the project agreement, the covenant that was not complied with was on the 
provision of sub-loans to MCOs. PCBs did not extend loans to MCOs due to the limitations 
imposed by the regulation of the Central Bank of Uzbekistan (CBU). In the case of donor-funded 
onlending programs, banks that received funds for onlending—either to MSE clients or directly to 

                                                
8  The government contributed an additional $15,000 in kind.  
9 ADB. 2013. Technical Assistance Completion Report: Capacity Building for Microfinance Development in 

Uzbekistan. Manila.  
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MCOs—were not allowed to lend without a purpose or end-use statement. Hence, banks lent 
directly to clients of MCOs, leaving out the MCOs. Further, for MCOs that borrow from banks 
and onlend to their clients, separate loan accounts for each client should be opened with the 
bank and the amounts are transferred to these accounts. This meant that it is not possible for 
MCOs to have a standing credit line with banks that they can manage at their own risk for their 
clients. Other than non-compliance with the sub-loans to MCOs and the Agrobank’s breach of its 
covenants, the covenants under the project agreement were all complied with.  
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
11. The project completion report (PCR) rated the project relevant. It indicated that the 
project was consistent with the government’s Welfare Improvement Strategy for 2006–2010,10 
which provided the framework for poverty reduction and welfare improvement and with the 
Microfinance Development Program for 2007–2010,11 which sought to make microfinance a 
sustainable component of the country’s financial sector. The project was in line with the ADB 
country strategy and program for 2006–2010, which supported sustainable economic growth, 
poverty reduction, and gender and development.12 In the updated country operations business 
plan, MSE was identified as one of the areas in need of support.13 
 
12. This validation notes a couple of project design issues. First, the report and 
recommendation of the President (RRP) stated that PCBs may make sub-loans to MCOs 
(RRP, para. 10) but addressing the restrictions on MCO lending imposed by the CBU  
(PCR, para. 7) did not form part of the project design and no targets were set in the DMF for 
MCO lending. Second, there were also other CBU regulations that were inconsistent with the 
project design. These included restrictions on the use of cash for dollar-denominated  
sub-loans, which resulted in the PCBs lending only in local currency; and the requirement on 
banks to deposit their daily cash balances with CBU, which limited the ability of banks to make 
sub-loans in cash to sub-borrowers. Third, under the MSE component, the project’s DMF did 
not differentiate specific targets for micro and small enterprises lending from sector targets for 
the sub-loans. This shortcoming in the DMF made it difficult to monitor the project’s success in 
helping each group, especially microenterprises, and to assess how the project’s credit line 
contributed to the economy.  
 
13. However, on the whole, the project addressed the large unmet credit demand from 
MSEs. MSEs were mainly credit constrained due to the country’s underdeveloped finance 
sector.14 In the first Small and Microfinance Development Project (SMDP), the demand for 
MSE credit was underestimated and a bank with limited experience in MSE lending was 
selected. Drawing from this lesson, for the second SMDP, ADB selected PCBs with track 
records in operational and financial capacity for MSE credit delivery, and assessed the 
demand for credit based on the business projections of PCBs. The project was also justified 

                                                
10 Government of Uzbekistan. 2007. Welfare Improvement Strategy of Uzbekistan. Full Strategy Paper, 2008–2010. 

Tashkent.  
11 Government of Uzbekistan. 2007. Cabinet of Ministers’ Resolution No. 114 on ‘Program of Microfinance 

Development in Uzbekistan up to 2010.’ Tashkent. 
12 ADB. 2006. Country Strategy and Program: Uzbekistan, 2006–2010. Manila.  
13 ADB. 2010. Country Operations Business Plan: Uzbekistan, 2010–2011. Manila.  
14The banking system’s ability to mobilize deposits was weak as customers faced practical difficulties in cash 

withdrawals from bank accounts and preferred to hold cash. In addition, there was misallocation of resources due 
to directed lending by government at subsidized interest rates.  
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based on the employment that can be generated from supporting MSEs. Given the project’s 
main effort on MSE sub-loans and in building the PCB capacity for MSE lending, this validation 
assesses the project relevant.  
 
B. Effectiveness in Achieving Project Outcomes and Outputs 
 
14. The PCR rated the project less than effective. The project’s DMF specified two 
indicators for the envisaged outcome of expanded, viable, and sustainable MSE finance 
operations. The first indicator was an increase in outstanding microfinance loans of  
PCBs—from $75 million at the end of 2009 to $360 million at the end of 2013. This was 
partially achieved as the outstanding microfinance loans of PCBs reached $127 million, which 
is short of the targeted $360 million. The second indicator was for the delinquency and  
write-off ratios of PCBs not to exceed 5% at the end of each year. This was achieved as the 
delinquency and write-off ratios were less than 5% for all three PCBs. The PCR indicated that 
the outcome target for outstanding microfinance loans was overly ambitious. This validation 
agrees that a more realistic target should have been set at appraisal considering the 
underdeveloped financial sector and the development stage of microfinance in Uzbekistan at 
that time.  

 
15. The DMF specified two outputs for the project. The first output was an increase in 
microfinance loans to financially viable sub-borrowers (men and women), to be measured by 
four performance indicators. The first indicator was to have 30% of PCB microcredit loan 
officers trained in microcredit appraisal. This was 100% achieved with 819 officers trained, 
exceeding the target of 30%. The second was to increase the number of microfinance 
accounts opened under the ADB loan, and to increase each year the volume of loans 
disbursed by PCBs to sub-borrowers. The number of microfinance accounts opened was 
below the target for each year.15 However, on the volume of loans disbursed, the target to 
increase disbursements each year was achieved. 16  The third was to have 10,000 new 
microfinance clients. This indicator was specified in the DMF of the RRP but was not included 
in the PCR. No explanation was provided by the PCR and in the midterm review why this 
indicator no longer became part of the performance targets. It is not known, therefore, if this 
indicator was achieved. Fourth, at least 25% of microfinance accounts opened by 2013 will be 
for women. This target was exceeded with 37% women holding microfinance accounts at 
project completion.  
 
16. The second output was the delivery of training to improve the entrepreneurial capacity 
of sub-borrowers, including women and MCOs. The performance indicators were to have 
1,000 men and 1,000 women potential sub-borrowers trained, and 25% of these trainees to 
have access to micro and small business credit. These targets were exceeded with 9,347 men 
and 3,437 women sub-borrowers trained, and 80% of them had access to micro and small 
business credit. The TA grant that supported this capacity-building exercise was rated 
successful. 
 
17. The envisaged outcomes and outputs of the project were partly achieved. One of the 
two outcome indicators and four of the six output indicators were achieved. Since the most 
                                                
15 The targets for microfinance accounts opened were 2,750 in 2010, 11,750 in 2011, 20,500 in 2012, and 25,000 in 

2013. The actual numbers of accounts opened were 1,287 in 2010, 5,672 in 2011; 11,311 in 2012; and 18,646 in 
2013. 

16 Specifically, the targets were $5.5 million in 2010, $23.5 million in 2011, $41.0 million in 2012, and $50.0 million in 
2013. The actual volume of loans disbursed were $5.8 million in 2010, $26.9 million in 2011, $36.0 million in 2012, 
and $50.0 million in 2013. 



 6 

important performance indicator—increase of MSE lending—was not met and the indicator on 
new microfinance accounts was unreported, the project appeared to fail the objective of 
catalyzing PCBs lending to MSEs. In fact, the increase in MSE lending—from $75 million in 
2009 to $127 in 2013—only amounted to an increase of $52 million, about the same as the 
ADB loan of $50 million. This validation, therefore, assesses the project less than effective.  
 
C. Efficiency of Resource Use in Achieving Outcomes and Outputs  

18. The PCR rated the project efficient, but did not provide a clear justification for the 
rating. However, it indicated that project efficiency was impacted by implementation factors, 
such as the (i) late submission of requirements for loan effectiveness, (ii) restrictions on 
disbursement, (iii) lack of clarity on the submission of loan applications, (iv) problems with 
Agrobank that resulted in the reallocation of remaining loan balance to other PCBs, and  
(v) overly ambitious performance targets. This validation is of the view that while these factors 
affected process efficiency, the $50 million ADB loan was, nonetheless, fully disbursed and 
liquidated within the project implementation period without the need for extension. Hence, this 
validation assesses the project efficient.  

D. Preliminary Assessment of Sustainability  
 
19. The PCR rated the project likely to be sustainable. Despite the partial achievement of 
the main expected outcome of expanded MSE finance operations, the PCR indicated that 
there was strong support from the government for MSEs. This was reflected in the  
(i) establishment of the Microcreditbank in 2006, (ii) issuance of laws on MCOs and 
microfinancing in 2006, (iii) adoption of the Microfinance Development Program, and (iv) the 
government’s declaration that 2011 was the year of MSE development. Further, the PCR 
reported that PCBs had profitable operations, access to financing improved, and borrowers’ 
skills and capacities were developed. This validation adds that the PCB portfolios were of 
good quality, with delinquency not exceeding 5% of total loan portfolio. Except for Agrobank 
that did not meet the return-to-assets requirement of 1%, the other two PCBs achieved the 
requirements for sound financial ratios. The operations of Hamkorbank and IYB are likely to be 
sustainable and expected to continue as MSE lending remains profitable and demand for 
financing grows.17 The training provided by the TA grant has enhanced the capacity of PCBs 
for MSE lending operations. MSE finance operations are expected to remain viable due to 
government support to microfinance development program and to MSE development in 
general. On this basis, this validation assesses the project likely sustainable.  
 
E. Impact  
 
20. The PCR rated the project impact likely to be significant. The DMF specified as impact 
indicator the creation of 30,000 new jobs by the end of 2013. The number of jobs created 
reached 21,968, but short of the specified 30,000 jobs. The PCR considered the target for job 
creation overly ambitious but, nonetheless, the results produced were substantial. Specifically, 
the impact on gender was assessed likely to be significant by the PCR with the gender action 
plan (GAP) targets significantly achieved. Of the 21,968 jobs created, 37% were filled by 
women, significantly exceeding the target of 25%. Women were able to access 33% of the 
loans, exceeding the GAP target of 25%. However, this validation notes that only 18% of 
women microcredit loan officers were trained, which is below the GAP target of at least 25%. 

                                                
17 Financial ratios presented in Appendix 4 of the PCR indicate sound financial performance of Hamkorbank and 

IYB.  
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21. The PCR rated the impact on the PCBs likely to be significant in view of the high 
demand for training even on the basic level and the need for intensified training on core areas. 
Further, PCBs have begun to implement environmental and social management systems. This 
validation adds that the TA grant facilitated the capacity of PCBs to expand their microfinance 
portfolios and improve their capability in MSE operations.  
 
22. This validation is of the view that the overly ambitious target for jobs created should 
have been revised during the midterm review. Further, while the targets for women-filled jobs 
and women taking out loans were achieved, the percentage of women loan officers trained fell 
short of the GAP target. The TA grant improved the capacity of PCBs for MSE operations. In 
view of the shortfall in the target level for jobs created in the formal private MSE sector, and 
the target for women trained not fully met, this validation assesses the project’s impact 
moderate.  

III. OTHER PERFORMANCE ASSESSMENTS 

A. Performance of the Borrower and Executing Agency 

23. The PCR rated the performance of the executing agency for the loan partly 
satisfactory. The PCR reported that the date of loan effectiveness was delayed because the 
necessary legal requirements and procedures were not ready. Initial disbursements were slow 
due to (i) inconsistencies in CBU regulation with project design particularly the restriction on 
the use of cash to pay for US dollar-denominated sub-loans, (ii) requirement on banks to 
deposit their daily cash balances with CBU, and (iii) CBU requirement for PCBs to present 
documents on every sub-loan to be able to withdraw from PCP imprest accounts. The MOF 
countersigned the subsidiary loan agreements on the reallocation of Agrobank’s unused 
allocation only a year after ADB recommended the said reallocation, with only 5 months 
remaining to fully disburse the new allocations. The PCR also reported that the MOF did not 
provide ADB with a project completion report. 18  On the TA grant, the PCR rated the 
performance of MOF as executing agency satisfactory. The MOF provided the necessary 
support to implement the TA activities. The PCBs cooperated well with the TA team in 
providing access to information necessary to effectively conduct the TA activities.  
 
24. On the whole, this validation considers the performance of the executing agency less 
than satisfactory. The MOF could have exerted more effort to avoid delays in loan 
effectiveness and in initial disbursements. Also, the MOF could have acted more quickly on 
the recommendation of ADB to reallocate Agrobank’s unused funds. 
 

B. Performance of the Asian Development Bank  
 
25. The PCR rated the performance of ADB satisfactory. ADB fielded one inception 
mission, three review missions, and one midterm review mission. ADB acted accordingly and 
promptly on the issues affecting implementation. These included actions on (i) delays in loan 
effectiveness and initial disbursements, (ii) discontinuation of disbursements to Agrobank and 
reallocation of unused funds, and (iii) raising the sub-loan limits. The PCR also assessed the 
performance of ADB for the TA grant satisfactory. ADB provided adequate guidance on the 
consultants’ term of reference, fielded review missions, and conducted field visits with sub-
borrowers to gather feedback. This validation considers the performance of ADB satisfactory.  
                                                
18 Documented in an aide memoire dated 28 November 2014.  
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IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 

A. Overall Assessment and Ratings 

26. Overall, the PCR rated the project successful. It indicated that the project (i) helped fill 
the credit gap for MSE loans, (ii) helped generate employment, and (iii) positively contributed to 
capacity building and institutional development. This validation rates the project relevant in 
addressing the unmet credit demand through the PCBs, and in building their capacity for MSE 
lending. However, it was less than effective in achieving target outcomes and outputs. The 
envisaged outcome of expanded, viable, and sustainable MSE finance was partly achieved with 
only one of the two outcome indicators achieved and four of the six output indicators specified in 
the DMF achieved. The efficiency of the project is rated by this validation efficient. The  
$50 million ADB loan was fully disbursed and liquidated within the project implementation 
period without the need for extension. Further, TA resources were efficiently used at lower 
cost than originally anticipated. This validation rates the project likely sustainable. The MSE 
lending operations of PCBs have been profitable and are expected to remain profitable due to 
the continued government support for MSEs. In addition, the capacity of PCBs for MSE 
operations was improved and borrowers’ skills and capacity were developed. Overall, this 
validation rates the project successful.  

Overall Ratings 
Criteria PCR IED Review Reason for Disagreement  

and/or Comments 
Relevance Relevant Relevant  
Effectiveness in 
achieving outcome 

Less than 
effective 

Less than 
effective 

 

Efficiency in achieving 
outcome and outputs 

Efficient Efficient   

Preliminary assessment 
of sustainability 

Likely 
sustainable 

Likely 
sustainable 

 

Overall assessment Successful Successful  
Impact Likely to be 

significant 
Moderate The targeted number of jobs generated 

was not achieved and the targets for 
women trained not fully met (paras. 20–
22). 

Borrower and executing 
agency 

Partly 
satisfactory 

Less than 
satisfactory 

 

Performance of ADB Satisfactory Satisfactory  
Quality of PCR  Satisfactory Refer to para. 31. 

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report. 
Source: ADB Independent Evaluation Department. 
Note: Since May 2012, IED views the PCR rating terminology of "partly" or "less" as equivalent to "less than" and 
uses this terminology for its own rating categories to improve clarity. 

B. Lessons 

27. The lessons presented in the PCR are suitable. There are constraints hampering the 
development of MSEs other than access to finance, such as administrative procedures and 
regulatory restrictions. These constraints also need to be addressed. Consultations and 
dialogue on proposed reforms among stakeholders that include government agencies can help 
resolve policy and regulatory inconsistencies. Monitoring and analysis of the MSE sector 
should benefit from credit gap analysis to establish additionality of ADB financial intermediary 
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loans and to ensure that private funds are not displaced by sovereign loans. There is also a 
need to document how ADB support helped catalyze funds into the market and how 
participants moved to more market-based finance. This validation adds a lesson—that 
adequate due diligence needs to be undertaken to ensure that all PCBs are financially sound. 
In addition to providing a credit line and capacity building through a TA project, policy 
dialogues should also be mainstreamed into the project to make the effort comprehensive and 
to sustain the project’s outcomes and outputs. If this was done, the MCO component might not 
have been dropped from the project. 
 
C. Recommendations for Follow-Up  
 
28. The project-related recommendations are sound. ADB should continue to monitor the 
performance of the sub-loans, including their characteristics, the demand for loans, and 
feedback from PCBs and sub-borrowers on problems encountered. ADB may consider 
providing capacity-building support for relevant government agencies to strengthen internal 
capacity and to better understand fundamental policy issues.  
 
29. The general recommendations of the PCR are appropriate. In selecting PCBs for 
financial intermediary loans, it should be weighed carefully if such assistance should be 
provided to state-owned or to private sector financial institutions. There should be adequate 
assessment of the regulatory environment and monitoring to be undertaken during project 
implementation to address lessons learned. Indicators in the DMF and GAP should be 
developed more rigorously during the design stage. Selection of PCBs needs to be carefully 
reviewed using established eligibility criteria and consistent approach used in conducting 
financial analysis and due diligence. When both a regional department and private sector 
operations in ADB are engaged with the same PCB, a coordinated and consistent approach 
should be adopted, monitoring of participating financial institutions should be discussed, and 
sharing of information clarified. Reporting and auditing issues need to be discussed within 
ADB to ensure consistent understanding and approach. Audit requirements and terms of 
reference need to be explained to PCBs to ensure understanding of reporting requirements. 
More sector work is needed to guide policy discussions and to resolve policy issues. Future 
assistance may be based on government’s continuing reforms in the MSE and financial 
sectors. TA project should be continued for capacity building and institutional development and 
to align the reform agenda.  

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

30. The indicators identified in the DMF were clear and actual performance clearly 
presented except for the number of new microfinance clients, which was not reported in the 
PCR. The financial ratios used were appropriate in monitoring the financial performance of 
PCBs. Monitoring the financial performance of PCBs was effective as demonstrated by the 
timely action when disbursements to Agrobank were discontinued. The indicators assessed by 
the PCR as overly ambitious should have been set more realistically at appraisal or revised 
during midterm review.  
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B. Comments on Project Completion Report Quality 

31. The quality of the PCR is satisfactory. The report is generally clear, succinct, and 
follows the ADB Project Administration Guidelines 6.07a.19 This validation finds the discussion 
of the PCR on efficiency lacking with justification. Other than this, there was adequate analysis 
and evidence to substantiate the ratings for relevance, effectiveness, and sustainability. The 
actual achievements vis-à-vis the expected outcome and outputs were clearly presented in 
Appendix 1. The status of compliance with loan covenants presented in Appendix 3 provided 
complete information on the extent of compliance. The implementation status of the GAP 
shown in Appendix 2 was informative. The financial ratios of PCBs presented in Appendix 4 
provided a good picture of the financial performance of PCBs and were useful for analysis.  

C. Data Sources for Validation 
 
32. The sources used for this validation were the RRP, PCR, loan review mission reports, 
TA completion report, and RRP of the first SMDP. 

D. Recommendation for Independent Evaluation Department Follow-Up 

33. None is recommended. 

                                                
19 ADB. 2009. Project Completion Report for Sovereign Operations: Project Administration Instructions (PAI) 6.07a. 

Manila. 
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