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Foreword 

Small and medium-sized enterprises (SMEs) are the backbone of many developing economies in 
the world. Given their substantial share in national employment and gross domestic product, 
policy makers and development practitioners perceive them as major instruments for poverty 
reduction and inclusive economic growth. At the same time, while research is not conclusive on 
the matter, policy makers often note that multiple policy and market failures disproportionately 
hinder their productive participation in market activity. Against this backdrop, governments and 
development agencies are spending significant public resources to support SMEs in contributing 
more fully to economic wealth and development.  

During 2005–2017, the Asian Development Bank (ADB) financed $5.3 billion for 182 SME 
operations in 25 of its member countries. ADB focused on enabling the business environment for 
SMEs, improving their access to finance, and increasing their integration to domestic and global 
value chains. Almost a quarter of the operations set out to address gender specific issues to 
women’s participation in business and women-led SMEs.  

This thematic evaluation assessed the performance of the SME portfolio and its development 
results. It found that operations for improving the enabling business environment performed 
well and helped ease the cost of doing business. On the other hand, ADB’s much larger support 
for increasing SMEs’ access to finance did not perform or delivered the intended results that well. 
These operations focused on addressing supply-side issues of SME financing by providing credit 
lines to financial intermediaries. For the most part, intermediation loans did not serve the 
underserved SMEs and did not spur further SMEs financing in the countries of support. ADB’s 
support for SMEs’ access to value chains has been limited and mostly recent and much of the 
performance and results remain to be seen.  

ADB’s support for women in business worked better and delivered good development results 
when efforts focused on or included policy change and capacity development for women-led 
SMEs, versus efforts focused on providing credit or attempted to introduce an inappropriate 
business model. 

The evaluation challenges the rationale of ADB’s approach to supporting SMEs that is heavily 
focused on intermediary loans, for this approach is widely known as less than an optimal 
instrument to support SMEs if not directed towards impacting the financial system serving SMEs 
as a whole. Cognizant of ADB’s limited financing capacity against the huge SME financing gaps 
in the region, the evaluation urges that ADB take a more coherent approach to supporting SMEs 
by strengthening the catalytic impact of its financing, improving project implementation and 
monitoring, strengthening its knowledge base on SMEs to meet the increasing demand for 
innovation from client countries, and improving staff capacity and corporate coordination. 

Marvin Taylor-Dormond 
Director General 
Independent Evaluation 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

 
 



OVERALL ASSESSMENT
 
The evaluation found that small and medium-sized 
enterprise (SME) operations were less successful than Asian 
Development Bank (ADB)-wide operations. 

They made a contribution to the growth of the SME sector in 
the region, although it was modest and varied widely across 
operational areas and countries of support. Many operations 
made a contribution to the growth of women-led SMEs.  

SUPPORT FOR THE BUSINESS 
ENVIRONMENT
n Business environment operations performed well. They 

were assessed relevant, effective, and efficient.

n They helped improve the overall policy environment and 
regulatory and administration system for SME operation, 
but the contribution was modest and mostly in Southeast 
Asia. 

n ADB’s support was less effective in developing 
sustainable business development services for SMEs.

n Business environment operations were largely focused 
on national rather than subnational issues and lacked 
support for implementation of reforms initiated.  

 
SUPPORT FOR ACCESS TO FINANCE
 n Access to finance operations performed well below ADB-

wide operations. Several were assessed to have been 
less than relevant, and many were evaluated as less than 
effective and less than efficient. 

n Access to finance operations focused on providing 
financing to SMEs, mostly through credit lines for 
onlending to SMEs but these often did not service the 
underserved SMEs.

n	Access to finance operations had limited catalytic or 
demonstration effects. The financing that was provided 
helped improve the balance sheets of the participating 
financial institutions but contributed only modestly to 

Evaluation
Independent

RECOMMENDATIONS

The evaluation recommends that ADB should

1. Specify the parameters for ADB’s support for 
SMEs covering (i) rationale, (ii) strategic areas 
of focus including the mix of sovereign and 
nonsovereign operations, (iii) corporate-level 
objectives and performance indicators, and 
(iv) guidance on quality project design and 
implementation, as part of the new financial 
sector framework when it is updated.

2. Improve the implementation and monitoring 
of results of SME operations.

3.  Improve the SME knowledge base in ADB 
and increase advisory services to better serve 
clients.

4. Improve staff skills and interdepartmental 
coordination, particularly between the 
Private Sector Operations Department 
(PSOD) and the regional departments, to 
maximize the One-ADB impact.

THE EVALUATION IN BRIEF

Support for Small and Medium-Sized Enterprises, 2005–2017: 
Business Environment, Access to Finance, Value Chains, and Women in Business

EVALUATION SCOPE

Operations portfolio: 182 operations of $5.3 billion 
provided to 25 developing member countries in Asia 
and the Pacific during 2005–2017.

Operational areas: business environment (70 
operations), access to finance (128 operations), and 
access to value chains (16 operations). 

Of the portfolio, 42 operations ($2.5 billion) 
were classified as gender-mainstreamed and had 
activities supporting women in business.



improving access to finance for SMEs. In the case 
countries, intermediary loans did not facilitate growth 
in financial institutions’ SME portfolios or generate 
SME clients. There was little evidence that access to 
finance operations helped spur SME sector financing. 

n	The SME operations of participating financial 
institutions had positive impacts on their lending 
processes. SMEs that took out loans experienced 
positive impacts on employment, assets, and sales. 

SUPPORT FOR ACCESS TO  
VALUE CHAINS

n There were a limited number of operations focused on 
access to value chains and these were mostly recent. 

n Almost half of the financing for access to value 
chains ended up providing credit to SMEs instead of 
addressing underlying market constraints on SMEs’ 
access to value chains. Their contribution to SME 
development is not yet clear. 

SUPPORT FOR WOMEN IN BUSINESS

n Operations supporting women in business had a 
mixed performance. They had a strong rationale and 
delivered most of their planned outputs, although 
often with long implementation delays. They were 
assessed to have been relevant and effective, but less 
than efficient.  

n These operations had reasonably good development 
results in countries where efforts focused on or 
included policy change and capacity development for 
women-led SMEs.

n	They had limited results in countries where 
efforts focused on providing credit, or introduced 
inappropriate business models.

n Support for capacity development of women-led 
SMEs, financial intermediaries, and SME support 
institutions helped improve gender sensitivity in SMEs 
and institutions that support them.   

KEY ISSUES

Operational Issues 

1. The rationale behind the prioritization of areas of 
ADB support to SMEs is not clear. Efforts to support 
access to finance dominated other operational areas. 
Likewise, ADB invested disproportionately more 
resources in countries at higher levels of development 

than in countries where SMEs face even more 
constraints.

2. ADB’s efforts, especially in access to finance 
operations, tended to focus more on upstream 
activities, e.g., project formulation and design, than on 
implementation and monitoring.

3. SME operations often had poor design and monitoring 
frameworks and lacked credible performance data 
for timely progress monitoring and mid-course 
adjustment to improve development results.

4. Operations supporting the business environment had 
been broadly directed to address national but not 
subnational policy and legal issues. Reforms lacked 
implementation and institutional support.

5. Operations supporting SMEs’ access to finance 
primarily focused on providing credit lines for 
onlending to SMEs and had inadequate attention to 
developmental impact.

6. Operations supporting women in business largely 
focused on providing credit to women-led SMEs, with 
less emphasis on helping women owners improve their 
technical capacity to expand their businesses. 

Institutional Issues

1. Development objectives and strategies for SME 
operations are not clear to ADB staff.

2. Staff are generally less than satisfied with the 
allocation of dedicated staff and their level of 
experience.

3. Staff find ADB’s SME knowledge products limited and 
not very useful.

4. There is limited coordination, communication, and 
knowledge sharing across ADB departments.

SUCCESS FACTORS FOR ACCESS TO 
FINANCE PROJECTS

n Selection of the right participating financial institutions 
with commitment to serve SMEs

n Capacity development of participating financial 
institutions and SMEs

n Subloans designed with focus on reaching underserved 
SMEs

n Good performance indicators and collection of 
monitoring data on targeted groups

n Regular monitoring for possible mid-course 
adjustments

Contact Us 
evaluation@adb.org  | www.adb.org/evaluation

Evaluation in Brief is a handy, two-page quick reference designed to feed findings 
and recommendations fromindependent evaluations to a broader range of clients. 



 

 

Executive Summary 
 
 

This is the first independent evaluation of the performance and results of Asian Development Bank (ADB) 
operations supporting small and medium-sized enterprises (SMEs). The evaluation excludes ADB support limited 
to microfinance and the trade finance facility. It is based on ADB’s portfolio of 182 operations valued at $5.3 
billion, provided to 25 (out of 40) countries in Asia and the Pacific during 2005–2017. ADB’s support primarily 
focused on improving SMEs’ access to finance. Other support areas were enabling business environment, SMEs’ 
access to value chain, and support for women in business.  
 
Overall, the evaluation found that SME operations were less successful than ADB-wide operations. They made a 
contribution to growth of the SME sector in the region, although it was modest and varied widely across 
operational areas and countries of support. Many operations contributed to the growth of women-led SMEs.  
 
More specifically, operations supporting the business environment for SMEs performed well and helped ease the 
cost of doing business. Support for policy and legal reform and the regulatory and administration system delivered 
good results, while support for SME institutions was limited and the result was not evident. A major issue of these 
operations was that they focused on national level issues and often did not have sufficient technical support for 
implementation.  
 
Operations that targeted SMEs’ access to finance were the bulk of ADB support for SMEs, taking up nearly 88% 
of the financing. However, they did not perform or deliver development results that well. They focused on 
providing credit lines for onlending to SMEs, an instrument that recent evaluations of SME support by 
development institutions unanimously agree as less than optimal to address the issues of SME financing. Often 
subloans went to larger SMEs that had been in business for some time and already had access to commercial 
finance. Catalytic or demonstration effects were not found.  
 
Support for access to value chains was very limited and recent. Almost half of such support ended up providing 
credit to SMEs instead of addressing underlying market constraints on SMEs’ access to value chains. A full picture 
of their performance and results delivery is not yet clear.  
 
ADB made a significant effort to support women-led SMEs (about a quarter of operations and half of total 
financing). They had good results in countries where efforts focused on policy change and capacity development 
for women-led SMEs. Support had limited results in countries where efforts focused on providing credit.   
 
The evaluation recommends that ADB should (i) Specify the parameters for ADB’s support for SMEs covering (a) 
rationale, (b) strategic areas of focus including the mix of sovereign and nonsovereign operations, (c) corporate-
level objectives and performance indicators, and (d) guidance on quality project design and implementation, as 
part of the new financial sector framework when it is updated; (ii) Improve the implementation and monitoring 
of results of SME operations; (iii) Improve the SME knowledge base in ADB and increase advisory services to better 
serve clients; and (iv) Improve staff skills and interdepartmental coordination, particularly between the Private 
Sector Operations Department (PSOD) and the regional departments, to maximize the One-ADB impact. 

 
Background and Context 

 
Small and medium-sized enterprises (SMEs) are 
distinguished from microenterprises and large 
enterprises by the number of their employees and 
the value of their assets or annual sales. However, 
countries have different cutoffs for what 
determines an SME and definitions vary widely 
across countries, across authorities, and even 
across policy purposes. By and large the number 
of employees is the most commonly used criterion. 
Many countries in Asia and the Pacific define small 

enterprises as those with 10 to 49–99 employees 
and medium-sized enterprises as those with 50 to 
250–300 employees. Since the Asian Development 
Bank (ADB) does not have a single definition of 
SMEs, the analysis in this evaluation is based on 
the national definitions in the concerned 
operations.   
 
SMEs are widely believed to promote poverty 
reduction and inclusive economic growth in 
developing countries because they represent a 
large share of enterprises and employment. ADB’s 
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Asia SME Finance Monitor 2014 shows that, for 
the 20 countries in the region with available data 
during 2011–2014, SMEs contributed an average 
42% of gross domestic product and 62% of the 
national labor force. 
 
During the evaluation period (2005–2017), ADB 
provided support for SME development in 25 ADB 
developing member countries (DMCs). This 
evaluation excludes support targeting 
microfinance only and support to SMEs through 
the trade finance facility, which have been the 
object of previous IED reports. The value of the 
supported operations was $5.3 billion—about 25% 
of finance sector operations and 4% of total ADB 
financing. Support was provided through 182 
operations, of which 100 were sovereign (public 
sector) and 82 nonsovereign (private sector). In 
terms of financing, sovereign operations 
accounted for $2.4 billion (45% of SME operations) 
and nonsovereign operations (NSOs) accounted 
for $2.9 billion (55%). Seventy operations totaling 
$1.5 billion have been completed with self-
evaluations, and of these 39 had independent 
validations and/or evaluations.  
 
ADB’s support for SMEs was provided mostly (96% 
in number of operations, 99% in volume) through 
(i) financial sector operations (in subsectors SME 
finance and leasing, inclusive finance, banking 
systems and non-bank financial institutions 
(NBFIs), financial sector development, 
infrastructure finance and investment funds, 
money and capital markets, and trade finance); 
and (ii) industry and trade sector operations (SME 
development subsector). In addition, there were 
seven operations ($74.7 million) provided through 
the agriculture, natural resources, and rural 
development sector; and one public sector 
management operation ($0.5 million).   
 
ADB’s support for SMEs focused on improving: (i) 
the business environment for SMEs, (ii) SMEs’ 
access to finance, and (iii) SMEs’ access to value 
chains. Of the total portfolio, 70 operations ($748 
million) supported the business environment, 128 
operations ($4.7 billion) supported SMEs’ access 
to finance, and 16 operations ($454 million) 
supported access to value chains. Among the 
portfolio operations, 42 ($2.5 billion) were 
classified as gender-mainstreamed, meaning that 
they had activities addressing constraints on 

women-led SMEs and promoting the participation 
of women in business. 
 
Evaluation Questions and Methods 
 
The evaluation’s overarching question was: To 
what extent did ADB-supported SME operations 
contribute to the growth of the SME sector in the 
region, including women-led SMEs? The 
evaluation’s specific questions were: To what 
extent, in what ways, and under what conditions 
did ADB support for SMEs contribute to improving 
the business environment, access to finance, and 
access to value chains for SMEs, including women-
led SMEs? 
 
The evaluation used a mix of qualitative and 
quantitative methods to triangulate information 
from different sources. The methods included (i) a 
literature review of 63 ADB country partnership 
strategies (CPSs) initiated during the evaluation 
period, project documents, ADB policies and 
strategies related to SMEs, and external 
documents; (ii) portfolio analysis of ADB SME 
support during 2005–2017; (iii) a performance 
assessment of the relevance, effectiveness, and 
efficiency of ADB’s SME operations; (iv) a results 
assessment of ADB’s SME operations in terms of 
their contribution to sector development; (v) case 
country assessments based on evaluation missions 
in Armenia, Fiji, India, Mongolia, and Viet Nam; (vi) 
a sample survey of 1,053 SMEs and 15 
participating financial institutions (PFIs) in the case 
countries (except Fiji); and (vii) interviews with 20 
ADB staff involved in SME operations and 14 
project officers of 57 on-going access to finance 
operations to understand the institutional support 
and related organizational issues that affected the 
performance and results of ADB SME operations.  
 
Key Evaluation Findings 
 
1. Overall Assessment  
 
Performance: Completed SME operations 
performed (a success rate of 64%) below ADB 
operations not supporting SMEs (a success rate 
of 72%). Sovereign SME operations’ performance 
was at par with the rest of the bank (a success rate 
of 72%), but nonsovereign SME operations (a 
success rate of 55%) performed well below other 
NSOs (a success rate of 73%).   
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Results: ADB-supported operations made a 
modest contribution to the growth of the SME 
sector in the region, including women-led SMEs. 
The extent of the contribution varied across 
countries. ADB’s support primarily focused on 
improving SMEs’ access to finance, and efforts 
were concentrated in countries with better 
conditions for SME business, with a higher level of 
economic, financial, and private sector 
development.   
 
2. Operations Portfolio  
 
ADB efforts focused on SME financing, 
primarily through providing credit lines for 
onlending to SMEs. SME operations focused on 
improving SMEs’ access to finance (nearly 88% of 
the total portfolio value). Standalone credit lines 
or financial intermediary loans (FILs) for onlending 
to SMEs comprised 46% of SME finance 
operations. The evaluation could not find an 
explanation for the large drop in approvals from 
about $1.2 billion in 2016 to $400 million in 2017 
in the CPSs reviewed. 
 
Operations focused on a small group of 
countries, concentrated in Central and West 
Asia (43% of the total financing) and South 
Asia (36%). The two countries with the largest 
portfolios were India ($1.3 billion) and Kazakhstan 
($1.0 billion). Together they received 44% of the 
total financing. SME financing in these countries 
represented 5% of the country program in India 
and 24% in Kazakhstan. SME financing 
represented 30% of finance sector operations 
overall in India and almost 100% in Kazakhstan. 
Support for smaller countries such as Bhutan, Lao 
People’s Democratic Republic (Lao PDR), Maldives, 
Myanmar, and Pacific island countries ranged 
from a few hundred thousand dollars to a few 
million dollars per country. SME financing in these 
countries accounted for 0.1%–2.4% of the country 
program and 0%–69% of ADB support for finance 
sector operations in the country.  
 
Support was extended largely to countries with 
better conditions for SMEs. Of the total 
financing, 89% went to countries eligible to 
borrow from ADB’s ordinary capital resources 
(OCR) and to countries eligible to borrow from 
both OCR and the Asian Development Fund (ADF). 
Only 7% went to countries that could borrow only 
from the ADF and 4% financed cross-regional 

operations. Most of the financing was provided to 
countries with higher levels of financial sector 
development. 
 
On average, in countries eligible to borrow only 
from OCR, SME financing represented a much 
larger share of both finance sector operations and 
the ADB total than in countries eligible to borrow 
from both OCR and ADF, and those eligible to 
borrow only from the ADF. Similarly, countries 
with the highest private sector development index 
accounted for 76% of finance sector operations 
and 13% of the ADB total, compared with 
countries with a medium private sector 
development index (34% of finance sector 
operations and 4.4% of the ADB total) and 
countries with a low index (24% of finance sector 
operations and 2.9% of the ADB total). 
 
3. Operations Supporting the Business 

Environment  
 
Operations supporting the business 
environment performed well with a success 
rate of 83%. Business environment operations 
were consistent with governments’ and ADB’s 
strategies to create an enabling business 
environment for private sector development and 
they used the right mix of instruments to address 
identified constraints. Completed operations 
achieved the output targets and, to a large extent, 
expected outcomes. They were generally 
completed within the planned costs, although 
often with some delays. Over time, the 
performance ratings for relevance, effectiveness, 
and efficiency of business environment operations 
improved, especially for effectiveness. Overall, 
business environment operations were rated 
relevant, effective, and efficient. Completed 
business environment operations had a success 
rate of 83%, above that of ADB-wide operations 
(not including those supporting SMEs) at 72% and 
finance sector operations (not including those 
supporting SMEs) at 48%. 
 
Business environment operations helped 
improve the overall policy environment for 
SME operations and eased the cost of doing 
business, but their contribution was modest. 
Business environment operations focused on the 
enabling policy and legal frameworks and on 
putting in place more efficient business regulation 
and administration systems. Results depended on 
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the level of effort and government commitment to 
reform. Generally, countries with completed 
business environment operations (Armenia, 
Bhutan, Cambodia, Lao PDR, and Viet Nam) did 
see an improvement in their Doing Business 
indicators (starting, operating, and expanding a 
business) during the support period. New SME 
registrations per year in Armenia increased by 1% 
during 2013–2016 and in Viet Nam by 5% during 
2010–2016. In Cambodia, the number of newly 
registered SMEs per month quadrupled from 61 in 
2004 to 245 in 2008. In Lao PDR, the number of 
registered SMEs more than doubled from 41,000 
in 2009 to 91,077 in 2012. ADB support 
contributed to these general positive trends.  
 
However, there remains a gap between policy and 
implementation. ADB’s support for business 
environment reforms focused mainly on the 
formulation of policies, laws, and regulations. Less 
attention was paid to ensuring that reforms were 
enforced and sustained. Less support was also 
given to developing internal capacity and 
competency to sustain effective implementation 
of reforms. Complementary technical assistance 
(TA) was limited. 
 
The results of ADB assistance to institutions 
supporting SMEs were limited. ADB support for 
credit information systems, secured transactions 
registries, and capacity development of PFIs 
delivered positive results. However, support for 
business development services (BDS) for SMEs was 
limited and there was no information on whether 
it improved SMEs’ performance, competitiveness, 
profitability, or access to markets. TA projects 
contributed to positive results particularly in 
improving regulatory efficiency and supporting 
policy formulation and capacity development of 
national agencies and PFIs. Of the six completed 
business environment operations with TA support, 
five were successful, while of three completed 
operations without TA, two were successful. 
 
4. Operations Supporting SMEs’ Access to 

Finance  
 
Of the completed operations supporting SMEs’ 
access to finance, 55% performed satisfactorily, 
which was not very different from the 
performance of finance sector operations 
overall (48%), but significantly lower than the 
performance of other ADB operations (72%) in 

the period. Access to finance operations were 
intended to address one of the most important 
constraints on SME growth—their limited access 
to finance. However, they primarily focused on 
providing credit lines for SME financing through 
PFIs and they were not designed well (they were 
characterized by low additionality, poor targeting, 
and the selection of large PFIs that were not 
committed to servicing underserved SMEs). 
Implementation focused on disbursement (from 
ADB to PFIs and then to SMEs) with less attention 
paid to SME development indicators (e.g., 
employment, profitability, productivity). In 
particular, access to finance operations largely 
involved providing credit lines for onlending to 
SMEs and financial institutions offered mostly 
standard loans often indistinguishable from those 
already available. PFIs were selected primarily on 
the basis of financial due diligence, and 
inadequate consideration was given to their 
commitment to SMEs and developmental targets. 
In addition, NSOs were often provided without 
complementary TA support (36% of completed 
access to finance operations had a related TA 
project) that could have assisted banks to develop 
new SME financing products and SMEs (especially 
smaller enterprises and those outside major urban 
areas) prepare loan documents.  
 
Completed access to finance operations generally 
delivered the targeted number of subloans, but 
sector outcomes were often not fully met. 
Operational efforts focused on loan disbursement, 
with targets and monitoring efforts mainly 
directed at the amount of the loans disbursed to 
PFIs and subsequently onlent to SMEs. Targeting 
of loans to underserved SMEs was rare. Little or no 
parallel TA support was provided to PFIs to enable 
them to deliver development impact, e.g., by 
focusing on particularly underserved SMEs and by 
providing products that meet SME’s operational 
requirements. Limited monitoring and mid-course 
adjustments were made during implementation to 
reach out to smaller SMEs and to those with 
limited track record.  
 
About 45% of the total funds provided to the 
completed access to finance operations were used 
in operations that were assessed effective in 
delivery target outcome. This figure was even 
lower for FILs (42%), indicating low economic 
efficiency. Sovereign FILs also suffered 
implementation delays. On average, their 
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effectiveness took 13 months longer than planned, 
the first disbursement ranged from 5.5 months to 
33 months, and they were closed 17 months later 
than planned. NSOs were disbursed generally as 
planned. Among the 32 completed NSOs, 5 had 
low incomes because of underutilization of funds, 
and 6 had negative financial returns because they 
were less profitable than expected. In addition, 
almost half of completed operations had 
communication and work quality problems 
between ADB staff and stakeholders. Overall, 
access to finance operations were less than 
relevant, less than effective, and less than efficient. 
Completed access to finance operations had a 
success rate of 55% with sovereign operations 
(56%) and NSOs (55%).  
 
There were some improvements in the relevance 
and effectiveness of access to finance operations 
over the period reviewed. The key reasons for the 
improvement in the relevance score was the 
increase in operational focus, with better design 
of developmental indicators including stronger 
design and monitoring frameworks (DMFs). The 
improvement in the effectiveness scores, 
specifically for NSOs, was due primarily to the 
better performance of approved projects in 
achieving development targets. Over time, it is 
possible that the design quality of sovereign 
operations will also improve. An important 
element contributing to improvements in the 
effectiveness of NSO was the better linkage of TA 
to lending operations. However, efficiency scores 
did not improve, although this may also change as 
more recent operations are assessed. Some 
learning is taking place in ADB’s understanding of 
access to finance operations.  
 
Access to finance operations did not focus on 
servicing underserved SMEs. In India, equity 
investment financing went almost exclusively to 
larger SMEs (with a minimum equity investment of 
$3 million), while most of the credit lines went to 
the largest SMEs, except for financing that 
supported microfinance and microenterprises. In 
Kazakhstan, about half of SME borrowers were 
medium-sized or large according to the country’s 
definition of SMEs, and the loan size per borrower 
ranged from $0.5 million to over $3 million. In Viet 
Nam, investments were made mostly to 
companies in information technology and exports 
with equity investment above $5 million. Likewise, 
in Fiji, support for businesses largely depended on 

their financial viability; the companies selected 
were well-established with a greater chance of 
accessing finance than those at the lower end of 
the spectrum that really needed support. The SME 
survey in the four case countries showed that most 
of the beneficiary SMEs were within the country’s 
definition of an SME, but they had been in 
business for a long time and had access to 
commercial finance. PFIs catered to the mid- and 
upper segments of SMEs that required larger loans 
and had adequate collateral. 
 
Access to finance operations did not have 
significant sector-level catalytic or 
demonstration effects. The financing provided 
helped improve the financial position of the PFIs 
but contributed only modestly to improving access 
to finance for SMEs. In the case countries, 
intermediary loans did not facilitate growth in 
SME portfolios or increases in the number of SME 
clients per PFI. There is little information on 
whether access to finance operations helped spur 
SME sector financing.  
 
There were some positive impacts on the PFIs 
and SMEs that borrowed. The PFI and SME 
surveys conducted for this evaluation indicated 
some improvement in PFI business processes such 
as a reduction in collateral requirements (by 15-
percentage points in Armenia) or a shortening of 
loan processing time (from 30 days to 10 days in 
India and from 5 days to 3 days in Mongolia). 
However, only a small percentage (0%–7%) of 
SMEs benefited from capacity building activities, 
and the surveys did not indicate that their capacity 
had improved. However, there were some positive 
changes in the SMEs that borrowed, with 
improvements in employment (53%), assets (90%), 
and sales (149%). It is unclear to what extent 
ADB’s financing contributed to this, as opposed to 
PFIs selecting SMEs that were growing anyway. 
  
5. Operations Supporting SMEs’ Access to 

Value Chains 
 
Of the five completed operations supporting 
SMEs’ access to value chains, two were rated 
successful. Almost half of the financing ended up 
providing credit to SMEs rather than addressing 
underlying market constraints on SMEs’ access to 
value chains. There is limited information on what 
contributions access to value chains operations 
have made to SME development. Such operations 
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were intended to address SMEs’ difficulties 
accessing markets so they can expand their 
production and sales. Such constraints included 
market fragmentation, restrictive trade policies, 
skill shortages, weak compliance capacity, and 
lack of market information. In practice, almost half 
of the financing ended up providing credit as the 
main activity.  
 
A few completed operations delivered notable 
outputs, including a Sri Lanka credit line (which 
financed 13 SME clusters and established 
backward and forward market linkages) and a 
grant project in Mongolia (which helped develop 
a Mongolian brand for animal fiber whose 
certification mark was registered in 33 countries). 
The ongoing reform of the khadi (natural fiber 
cloth) sector in India helped khadi branding with 
a view to increasing sales values and integrating 
khadi SMEs into the domestic market. A loan in 
Lao PDR helped SMEs register their products for 
export with a geographical indication. Completed 
access to value chains projects did not have cost 
overruns, but some experienced significant closing 
delays (up to 33 months). Overall, access to value 
chains operations were assessed relevant and 
effective, but less than efficient. 
 
6. Operations Supporting Women in 

Business  
 
The performance of operations supporting 
women in business was mixed. These operations 
were well-aligned with government and ADB’s 
development agendas to address the social and 
economic barriers facing women in business and 
women-led SMEs. They also responded to 
international calls for gender equity and women’s 
empowerment. Most completed operations 
delivered the planned outputs, often even 
exceeding them, especially in the number of loans 
to women and number of women participating in 
training activities. However, outcome achievement 
was unclear. Completed women in business 
projects had closing delays from 9 to 18 months, 
and these mostly happened in FILs. Overall, 
women in business operations were assessed 
relevant, effective, but less than efficient. Of the 
10 completed women in business operations, 6 
were assessed successful, a success rate of 60%.    
 
In countries where efforts focused on policy 
change and capacity development for women 

SMEs, the results were good. In Armenia, ADB’s 
support helped improve the capacity of women 
entrepreneurs. Female participation in firms’ 
ownership increased from 12% in 2005 to 25% in 
2013. The SME survey indicated that 50% of 
sample SMEs were women-owned and 48% had 
women in top management. In 2016, Armenia 
topped a ranking of Eastern European countries in 
its support to women entrepreneurs. In Viet Nam, 
ADB support contributed to the formulation of an 
SME law in 2017 that included a definition of 
women-owned businesses and helped more than 
double the percentage of women entrepreneurs 
with access to credit from 9% in 2009 to 25% in 
2013. The SME survey for Viet Nam indicated that 
16% of sample SMEs were women-owned and    
24% had women in top management.  
 
Results in countries where efforts focused on 
providing credit were limited. In India, the 
component that involved direct lending to 
women-led SMEs from PFIs under sovereign 
operations was cancelled and therefore did not 
benefit women-led SMEs. NSOs did not serve 
women-led SMEs, instead PFIs provided 
microloans at high interest rates (24%–26%) to 
women in self-help groups, most of whom 
borrowed for education rather than for business. 
The banks focused solely on lending and loans did 
not have a transformative effect on women or on 
gender equality. The SMEs and PFIs surveyed in 
India indicated that only 3% of SMEs were 
women-owned (the International Finance 
Corporation estimates the worldwide average to 
be about 30%) and only 5% had women in top 
management. On average, the share of women 
clients remained the same 33%, from the start of 
ADB program until the end of 2016. 
 
In countries outside those selected as case 
studies, the results of completed operations 
were varied. TA support improved the likelihood 
of projects being successful. In Bangladesh, the 
Small and Medium-Sized Enterprise Development 
Project helped institutionalize support for women-
led SMEs. The loan fell short of its disbursement 
targets to women-led SMEs, but the attached TA 
helped strengthen the capacity of women-led 
businesses by establishing women’s desks in the 
public financial institutions and helpline centers in 
districts to facilitate the processing of loan 
applications from women. In Uzbekistan, the TA 
provided to PFIs helped strengthen their capacity 
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for credit appraisal and improved gender 
sensitivity in SMEs’ lending approach. By 
completion, 35% of the new jobs created under 
the project were for women, and 36% of new 
accounts were opened by women-led enterprises. 
In Kazakhstan, the loan program exceeded its 
target for the number of women entrepreneur 
borrowers. It helped to increase the percentage of 
women-owned and -managed SMEs from 29% to 
40%–44% during program implementation 
(2010–2015). However, support for BDS for 
women failed in Pakistan as the model adopted 
from Southeast Asia did not work. 
 

Key Issues 
 
The evaluation identified the following 
operational and institutional issues that hindered 
the performance and results of SME operations.   
 
Operational Issues:   

 
i) The rationale behind the prioritization of 

actual delivery areas of ADB support to SMEs 
is not clear. Efforts to support access to 
finance disproportionately dominated other 
operational areas. Likewise, ADB invested 
disproportionately more resources in 
countries at higher levels of development 
than in countries where SMEs face even 
more constraints.  

ii) ADB efforts, especially in access to finance 
operations, tended to focus more on 
upstream activities of project formulation 
and design than on implementation and 
monitoring. 

iii) SME operations often had poor DMFs and 
lacked credible performance data for timely 
progress monitoring and mid-course 
adjustment to improve development results. 

iv) Operations supporting the business 
environment had been broadly directed to 
address national but not subnational policy 
and legal issues. Reforms lacked 
implementation and institutional support. 

v) Operations supporting SMEs’ access to 
finance, which represented the bulk of ADB 
support, primarily focused on providing 
credit lines for onlending to SMEs, 
performed well below the Bank’s average, 
and had inadequate attention to 
developmental impact. 

vi) Operations supporting women in business 
largely focused on providing credit to 
women-led SMEs, with less emphasis on 
helping women owners improve their 
technical capacity to expand their 
businesses.  

 
Institutional Issues:  
 
i) ADB development objectives and strategies 

for SME operations are not clear to ADB 
staff. 

ii) Staff are generally less than satisfied with 
the allocation of dedicated staff and 
experience. 

iii) Staff find ADB’s SME knowledge products 
limited and not very useful. 

iv) There is limited coordination, 
communication, and knowledge sharing 
across ADB departments, particularly across 
sovereign and NSO teams. 

 

Recommendations 
 
Recommendation 1: Specify the parameters for 
ADB’s support for SMEs covering (i) rationale, 
(ii) strategic areas of focus including the mix of 
sovereign and nonsovereign operations, (iii) 
corporate-level objectives and performance 
indicators, and (iv) guidance on quality project 
design and implementation, as part of the new 
financial sector framework when it is updated. 
The Strategy’s first operational priority is on 
addressing remaining poverty and reducing 
inequalities. SME-related operations are assigned 
a special role in generating jobs. The framework 
could prioritize a set of frontier markets where 
SMEs face stronger development constraints. To 
allow SME operations to be deployed in riskier 
environments, the creation of a special financing 
vehicle or mechanism can be explored. Sovereign 
operations should not be used in situations in 
which they can undercut NSOs. 
 
While recognizing that access to finance 
operations will remain a mainstay, business 
environment operations need further attention 
and be a priority in countries with significant 
market distortions affecting SMEs. The new 
financial sector framework should provide support 
using more diverse financing instruments for SME 
operations including credit guarantees, leasing 
finance, factoring and reverse factoring, and 
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warehouse receipt financing. It should support 
smaller banks and NBFIs so they can scale up and 
reach the economies of scale that would allow 
them to spread out the risk of financing SMEs.  
 
Under ADB’s Strategy 2030, the new operational 
priority on women empowerment indicates that 
ADB will expand integrated support for women 
entrepreneurs and women-led SMEs through 
better access to finance, the adoption of new 
technologies, and policy and institutional reforms. 
Support for women in business needs to focus on 
addressing the underlying gender and social 
constraints on women-led SMEs and on improving 
business opportunities for women. Support 
should not be limited to providing finance but 
should include capacity building for women-led 
SMEs and broad policy reforms to gender sensitize 
the SME policy and legal framework.  
 
Recommendation 2: Improve the 
implementation and monitoring of results of 
SME operations. Support for improving the 
business environment needs to pay more attention 
to ensuring that reforms are effectively 
implemented, especially with respect to human 
resources and institutional capacity. Monitoring of 
access to finance operations should focus on 
ensuring that subloans reach the targeted SMEs 
through systematic collection of data on the 
growth (in number and volume) and performance 
of the portfolio. Interest rates for onlending by 
PFIs to SMEs should be tracked, as well as its 
associated tenors.   
 
ADB needs to identify performance indicators and 
targets to measure the development results of 
interventions in different SME operational areas, 
at both firm (SMEs and PFIs) and sector levels. 
ADB’s corporate results framework uses the 
number of SME loan accounts opened or number 
of end borrowers reached as indicators for its SME 
operations and proxies for access to finance. 
Performance indicators for other operational areas 
such as business environment and access to value 
chains also need to be established. ADB could 
consider developing a composite index to measure 
performance across countries. Key indicators 
could include the percentage of new-to-bank 
borrowers and the degree of access to finance for 
SMEs after operations close. ADB needs to identify 
and possibly include gender equity and women’s 
empowerment indicators to measure the 

performance and development results of 
operations supporting women in business. 
Projects should be provided with sufficient 
financial and staff resources to enable them to 
collect baseline data, set realistic targets and 
measurable and monitorable indicators, and make 
efforts to systematically collect progress data. This 
will enable ADB to carry out real-time assessments 
of project achievements and make mid-course 
adjustments if required.  
 
Recommendation 3: Improve the SME 
knowledge base in ADB and increase advisory 
services to better serve clients. Knowledge 
services are increasingly needed as economies in 
the region become more sophisticated. Most ADB 
DMCs are now middle-income countries that 
demand cutting edge expertise. To meet this 
demand, ADB needs to improve its understanding 
of SME sectors in the region and how it can most 
effectively support them. It needs to assist its staff. 
It should provide more relevant and updated 
technical advice to countries. 
 
Knowledge work is important and must be 
applicable and relevant to ADB operations. It must 
also be presented in a manner that allows ADB 
staff to use the material in discussions with clients 
as a marketing tool to generate new ideas and 
business opportunities in line with the 
implementation of ADB’s Strategy 2030.  
 
ADB may consider doing more impact evaluations 
and innovative research to advance the knowledge 
base on SME operations.  
 
Recommendation 4: Improve staff skills and 
interdepartmental coordination, particularly 
between the Private Sector Operations 
Department (PSOD) and the regional 
departments, to maximize the One-ADB impact. 
Staff capacity to understand borrowers’ financial 
sectors could be supported by TA. ADB should pay 
more attention to understaffing and high staff 
turnover through, for example, increasing 
incentives for SME operations staff. ADB should 
more formally and fairly recognize and reward the 
contribution of staff to innovative customized 
solutions in project design rather than template 
approaches. Staff should be decentralized to field 
offices where possible. The evaluation agrees with 
the Review of the Financial Sector Operational Plan 
in 2017 that ADB needs to add experts in such 
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emerging and innovative finance areas as digital, 
green, disaster risk, Islamic, and municipal finance. 
New ways of coordination, collaboration, and 
administrative planning and budgeting for joint 
operations between departments should be 
developed, particularly PSOD and the regional 
departments. The peer review process should be 
strengthened and reviewing across sovereign and 

NSOs should be encouraged. Public sector 
operations (both project lending and policy-based 
lending) can complement private sector 
operations by creating the upstream conditions 
for the private sector to prosper, as promoted in 
ADB’s Strategy 2030. 

 

 

Linkage Between Findings and Recommendations 
Findings, Issues, and References Recommendations 

 ADB does not have an explicit policy, strategy, operational plan 
for its SME operations (para. 10).  

 There was no correlation between annual approvals of SME 
operations (number and volume) and the significance of the 
SME sector in CPSs during the evaluation period (para. 52). 

 Operations were concentrated in countries at higher levels of 
economic and financial sector development and little attention 
was directed at poorer countries where SMEs face more 
problems (para. 57). 

 SME operations focused on financing SMEs mostly through 
intermediation loans without a clear justification or an overall 
approach (paras. 59, 179–181). 

 Corporate development objectives and strategies for SME 
operations were not clear to staff (para. 187). 

 Staff interviewed for this evaluation suggested preparing an 
SME operational plan (para. 187). 

Recommendation 1: 
 
Specify the parameters for ADB’s support 
for SMEs covering (i) rationale, (ii) strategic 
areas of focus including the mix of 
sovereign and nonsovereign operations, (iii) 
corporate-level objectives and performance 
indicators, and (iv) guidance on quality 
project design and implementation, as part 
of the new financial sector framework when 
it is updated. 
 
 
 
 

 Operational efforts focused on project design and less on 
implementation and monitoring which reduced their 
effectiveness and efficiency and limited the development 
results (paras. 168–170). 

 Business environment operations focused on reforms but 
lacked support for implementation (paras. 176–178). 

 Access to finance operations focused on loan disbursement, 
with inadequate attention paid to progress monitoring and 
mid-course adjustments to ensure the targeted SMEs were 
reached (paras.98,100). Sometimes there were communication 
and work quality issues between ADB staff and stakeholders 
(para. 106). 

 Almost all completed projects had closing delays (paras.79, 
105, 147). 

 The quality of DMF was poor and they lacked data (paras. 171–
175).   

Recommendation 2: 
 
Improve the implementation and 
monitoring of results of SME operations. 
 

 Advisory support and capacity building for SME authorities and 
PFIs contributed to better operational implementation and 
effectiveness (paras. 77, 91, 124).  

 Capacity building, advisory services, and implementation 
support TA resources were limited (paras. 182–183). 

 Access to finance operations focused primarily on providing 
FILs to SMEs. The products offered were standard loans already 

Recommendation 3: 
 
Improve the SME knowledge base in ADB 
and increase advisory services to better 
serve clients. 
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Findings, Issues, and References Recommendations 
available in the market (para. 95) and lacked additionality and 
innovation (paras. 98, 184, 200). 

 Staff considered ADB’s knowledge products to be limited and 
not very useful (para. 190). They found information and 
knowledge sharing among departments to be limited (para. 
192) and recommended more knowledge sharing and capacity 
development opportunities for staff (para. 192). 

 Staff were less than satisfied with the number, level, and 
experience of staff working on SMEs (para. 188). 

 The most common recommendations of staff were an increase 
in incentives for staff and improvement in staff capacity (para. 
189). 

 Staff recognized the need for proactive operations information 
and knowledge sharing, especially between the public and 
private sector operations departments (para. 192). 

 

Recommendation 4: 
 
Improve staff skills and interdepartmental 
coordination, particularly between the 
Private Sector Operations Department 
(PSOD) and the regional departments, to 
maximize the One-ADB impact.  



 

 

Management Response 
 
 
 
On 28 August 2018, the Director General, Independent Evaluation Department (IED), received the 
following response from the Special Senior Advisor to the President, on behalf of the Management: 
 
A. General Comments 
 
Management acknowledges intensive engagement between IED and departments during the 
interdepartmental review of draft reports. We appreciate IED’s efforts to incorporate our 
comments. However, there are still important concerns that were not fully reflected in the final 
report. The study focuses on identifying less successful experiences. It could have contributed 
to knowledge sharing if types of operations that had worked well were identified and lessons 
drawn for design and implementation of successful projects. In addition, a full evaluation of 
SME support work would have adequately recognized the complexity of SME development in 
DMCs. The issues that impede SME growth vary widely among DMCs and are complex in nature. 
Policy regimes, infrastructure, natural endowments, competitiveness, financial sector 
development, human development, natural hazards, geographic location, and a range of other 
issues affect SME development. It is also important to note that ADB works with other 
development partners so that SME-related support is customized to country needs and 
duplication is avoided. Interplay of these contextual and partnership issues makes attribution 
of project level outcomes and impact difficult. For these reasons, a truncated evaluation such 
as reflected in this report gives an incomplete understanding of how ADB operations contribute 
to SME development in DMCs. 
 
Scope of evaluation. The study focuses on business environment, access to finance, value 
chains, and women in business, but mostly excludes support to microfinance and trade finance. 
Contrary to the claim that “ADB operations did not serve the core underserved SMEs (smaller 
enterprises, new businesses, and enterprises that ... were not able to borrow”, ADB has 
supported more than 7.6 million microfinance borrowers since 2010 by providing access to 
finance. In addition, since 2017, the Trade Finance Program has supported over 3,600 SME 
transactions, and the Supply Chain Finance Program over 400 SME transactions. These 
exclusions weaken the evaluation as the boundary between microenterprises and SMEs is 
defined specifically by country, subsector, or business focus of financial institutions. A more 
systematic and updated analysis of operations that include microfinance and trade finance 
would have encompassed all of ADB’s support to SMEs and enriched the study. 
Entrepreneurship development is about growth along the continuum of micro-small-medium 
enterprises and addresses constraints on a full range of financing and capacity needs. 
 
Rationale for ADB support to SMEs. The rationale is clearly established for sovereign and 
nonsovereign operations in ADB’s Charter, operational policies, and business plans. Support for 
entrepreneurship development and creation of decent jobs remain high priority in all DMCs. 
ADB is advancing SME operations in frontier markets and continues to focus on middle-income 
countries and transition economies. Country partnership strategies represent the broad thrust 
of SME operation priorities responding to demand from DMCs to address constraints, including 
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access to finance by SMEs. The entry point varies by country context, economic cycle, and the 
available support products. 
 
ADB supports countries in improving the business environment for entrepreneurs and 
companies—including SMEs and inclusive businesses—and will continue to enhance business 
development services and strengthen the financial sector. Business enabling conditions will 
most likely require national level interventions, including the development and strengthening 
of legal and regulatory frameworks, as well as implementation and enforcement capacity at 
national and local levels. Sovereign and nonsovereign operations to financial institutions are 
closely coordinated to ensure that market pricing is not distorted. Sovereign operations will 
continue to play an important role in creating the enabling framework for nonsovereign 
operations and for capacity development when country needs and demand arise. 
 
The evaluation’s criticism of the selection of financing partners is misplaced. ADB policies 
require a rigorous selection process to identify qualified financial intermediaries to service SME 
clients. It is against ADB policy to select weak intermediaries that put a project at risk. It is also 
to be noted that as part of financial intermediary operations, ADB often works closely with 
financial institutions to integrate environmental and social safeguards into their operations, 
develop new financing products, and improve risk management. 
 
Performance of operations. Finance sector operations as a whole, not just support to SMEs, 
have historically lower success rate than other sectors. To address this, significant efforts have 
been made to improve the success of ADB finance operations. The results are noted in the 
recent Development Effectiveness Review, which notes that the overall success rate of finance 
sector operations has improved from 50% to 67%. Given that the success rate of all ADB 
operations is 72%, this is not a very significant difference. The study misleadingly states that 
performance is under the ADB average without giving proper acknowlegement that the SME 
sector is linked to wider economic, financial sector, political, and legal issues that may have 
been addressed in other “non-SME” defined projects. Furthermore, the aggregated analysis 
masks important differences between sovereign and nonsovereign portfolios and interventions. 
 
B. Recommendations 
 
Management concurs with the principles of the four recommendations to which we provide 
our responses below. However, we would like to point out that the evaluation’s overall findings 
are weak due to lack of strong analytical underpinnings, no external benchmarking, inadequate 
consideration of implementation constraints in SME interventions, and a nonrepresentative 
sample. These underlying shortcomings of the evaluation render the conclusions not robust. 
 
Recommendation 1: Specify the parameters of ADB’s support for SMEs covering its rationale, 
strategic areas of focus, including the mix of sovereign and nonsovereign operations, corporate-
level objectives and performance indicators, and clear requirements for preparing and 
implementing SME operations as part of the new financial sector framework to be prepared 
under Strategy 2030.  
 
Management agrees. ADB’s support for SMEs is clearly set out in the Financial Sector 
Operational Framework and in the country strategies and business plans. Interventions are 
planned and implemented according to ADB policies as set out in the Operations Manual and 
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other guidelines that specify the requirements for preparation and due diligence. The need to 
develop more diverse financing instruments is not limited to support to SMEs. Financial sector 
support could include more diverse financing instruments for SME operations, including those 
that can be deployed in higher risk environments. ADB will consider how SME operations will 
be improved when the financial sector operational framework is updated.  
 
Recommendation 2: Improve the implementation and monitoring of results of SME operations.  
 
Management agrees. Monitoring and evaluation are a key feature of any ADB operation. More 
recent and pipeline projects have more rigorous design and monitoring frameworks. Operations 
departments ensure that baselines and clear targets are established, supplemented by 
appropriate reporting requirements that allow ADB to monitor the growth and performance of 
the portfolio and its impacts on target SMEs. 
 
Recommendation 3: Improve the SME knowledge base in ADB and increase advisory services 
to better serve clients.  
 
Management agrees. It is important to build on current knowledge that supports SME 
operations. Knowledge products and services need to be relevant, up-to-date, and focused on 
new trends and developments. Financial markets and SMEs are transforming rapidly and are at 
different stages of development in ADB’s DMCs. Knowledge work will need to be well targeted 
to meet the specific needs of individual countries. Impact evaluations, as recommended above, 
and innovative research can also advance the knowledge base on SME operations. 
 
Recommendation 4: Improve staff skills and interdepartmental coordination, particularly 
between the Private Sector Operations Department (PSOD) and the regional departments, to 
maximize the One-ADB impact.  
 
Management agrees. Improving staff and counterpart capacity and deepening coordination 
is a process of continuous improvement throughout ADB operations. There are also many 
relevant technical assistance (TA) initiatives for capacity development in which staff and 
counterparts participate. For example, the Office of Risk Management runs with PSOD an 
average of three workshops a year on risk management, through which nearly 500 participants 
from 32 DMCs have been trained since 2013. PSOD’s Trade Finance Program conducts six 
training sessions for banks per year. Additionally, both sovereign and nonsovereign operations 
use TA in many of projects to help banks digitize and develop new products to better reach 
micro, small- and medium-sized enterprises. 



 

 

Chair’s Summary: 
Development Effectiveness 
Committee 
 
 
 
The Development Effectiveness Committee (DEC) considered the Independent Evaluation Department 
(IED) report, Thematic Evaluation of ADB’s Support for Small and Medium-Sized Enterprises 
(SMEs), 2005-2017: Business Environment, Access to Finance, Value Chains, and Women in 
Business (IN.243-18) on 5 September 2018. The following is the Chair’s Summary of the Committee 
discussion: 
 
IED Findings and Recommendations. IED evaluated ADB’s SME portfolio covering the period 
2005 to 2017 by assessing the performance of 182 SME operations estimated at $5.3 billion in 
25 countries and their results, excluding microfinance operations and trade finance facility. The 
report found that the overall ADB SME operations performed at 64%, below ADB-wide 
operations success rate of 72%, with slight improvements over time, and with business 
environment operations performing above ADB average. It also found that ADB’s support 
contributed to the growth of the SME sector in the region, albeit modestly and varied widely 
across operational areas and countries supported.  
 
The evaluation assessed ADB’s support in four operational areas. First, the report found that 
business environment operations performed well and helped improve the overall SME policy 
environment and regulatory and administrative systems, and partly financial infrastructure, at 
the national level. Second, access to finance operations performed at 55% success rate, with 
little catalytic or demonstration effect in five case countries. ADB support in this area focused 
on providing financing to SMEs through credit lines to participating financial institutions (PFIs) 
for onlending to SMEs that often failed to service the underserved SMEs. The report however 
found that ADB support improved PFI’s capacity to serve SMEs, and SME borrowers experienced 
improvements in employment, assets and sales. Third, access to value chains operations were 
limited and mostly recent, with half of the operations providing credit to SMEs instead of 
addressing the relevant underlying market constraints. Finally, women in business operations 
performed well when it focused or included policy change and capacity development for 
women-led SMEs but showed limited results when it focused solely on providing credit or 
introduced inappropriate business models. 
 
The report recommended that the new financial sector framework specify the rationale and 
strategic focus areas for SME support, corporate-level objectives and performance indicators 
for the sector, and clear guidelines for preparing and implementing SME operations. It also 
recommended the improvement of SME operations in the areas of implementation and results 
monitoring, knowledge base and advisory services, and staff skills and interdepartmental 
coordination.  
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Management Response. Management appreciated the IED undertaking this first evaluation on 
ADB SME operations. Management agreed with the thrusts of the report’s recommendations 
and highlighted ADB’s ongoing efforts to improve SME operations in line with the report’s 
recommendations. Management raised concerns about the evaluation’s findings with the 
following observations.  
 
ADB’s financial sector as a whole (including SME) historically had lower success rates than other 
sectors. With a range of measures implemented, the overall success rate of the sector improved 
from 50% to 67%. The SME sector is linked to wider economic, financial sector, political, and 
legal issues that may have been addressed in other non-SME defined project, and the 
differences between sovereign and non-sovereign operations. 
 
Management suggested that IED’s evaluation of ADB Support to SMEs can be stronger if the 
scope of the study included microfinance and trade finance. By not including these two areas, 
the study missed considering ADB support for underserved SMEs (including in frontier markets 
such as Bangladesh), including 7.6 million microfinance borrowers since 2010, 3,600 SME 
transactions under the Trade Finance Program (TFP), and 400 SME transactions under the 
Supply Chain Finance Program.  
 
Management appreciated the evaluation drawing on country surveys and noted a limited 
sample size and in some cases low response rate. These survey challenges can lead to errors in 
findings and inaccurate conclusions. The evaluation can also include lesson from both successful 
and not-so-successful projects concerning design and implementation.  
 
On the selection of PFIs, management pointed out that ADB policies require rigorous selection 
process to identify qualified financial intermediaries to service SME clients. Selecting weak PFIs 
is against ADB policy as this puts a project at risk. It also pointed out that ADB has been 
providing capacity building assistance to develop and strengthen SME institutions.  
 
DEC Discussion and Comments. DEC noted that the poorest members and ADF countries 
received around 7% of the ADB support for SMEs during the review period, with nearly half of 
ADB support for SMEs going to two middle-income DMCs. This is affirmed in that the choice of 
SME operations in middle-income DMCs had low levels of financial market development. 
Management stressed that because of risks related to weak banking systems, many of the 
poorest DMCs are likely to have disproportionately higher share of ADB microfinance and micro-
enterprise loans (not covered in the report). The additionality of ADB as a regional development 
institution will be greater in lower-income DMCs and in countries with more constrained 
environments. Management was encouraged to conduct an assessment to identify underserved 
SMEs for better targeted interventions and to consider a suggested indicator, number and share 
of new-to-bank customers. 
 
DEC also noted that lessons learned from past SME operations should inform current SME 
support to carefully proceed through the complex process of providing support for SME 
development in frontier markets, by taking an ecosystem approach and use the policy-based 
loan (PBL) modality to ensure that an enabling policy environment is in place and provide the 
appropriate technical assistance (TA) support for capacity building. Management concurred, 
noting that PBL and TA for SME operations contributed to addressing policy and institutional 
constraints to SME development. DEC also encouraged management to support financial 
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infrastructure and institutions helping SMEs, including credit information bureaus, secured 
transactions and collateral registries, payment clearances, credit guarantee mechanisms, and 
business development service providers. 
 
DEC pointed to a factual inaccuracy in the report – the incorrect reference to an annulled law 
in Kazakhstan in Appendix 1; the 2011 Law of Republic of Kazakhstan on Private 
Entrepreneurship was repealed by the 2015 Code of Entrepreneurship, which defines medium 
enterprises as those with $20 million annual average sales.  
 
DEC raised the distinction between sovereign and non-sovereign support for SMEs, if a 
harmonized approach is possible, and if a similar rating system can be used on both. It was 
suggested that sovereign operations involved factors within ADB’s control, and non-sovereign 
operations outside of ADB’s control. In terms of harmonized approach, DEC suggested to 
management that cooperation and knowledge sharing between sovereign and non-sovereign 
operations be strengthened. Further discussions are still needed to determine the propriety of 
using similar rating systems for sovereign and non-sovereign operations for SME support.   
 
On the matter that PFIs selected had little or no SME strategic focus, DEC suggested that 
management consider whether ADB intervention will mitigate market distortion or enlarge it. 
It was explained that ADB support channeled through selected PFIs will give them competitive 
advantage through access to technical assistance and lower cost, longer-term funding.  
 
Some DEC members expressed concern at the sharply-worded and defensive tone of the 
management response, as this could give the impression that management is not willing to 
learn from the evaluation. DEC urged management to take the necessary steps to implement 
the recommendations they accepted and provide such information in the management 
response.   
 
DEC highlighted that it would be beneficial and more constructive if IED missions could liaise 
with relevant operational departments after returning from field visits. This will allow for 
clarification of any inconclusive points and provide greater context. It can pave the way for a 
better understanding among all parties in advance of DEC Meetings without compromising 
IED’s independence. 
 
Next Steps. Management will update the financial sector operational framework under 
Strategy 2030 and improve on SME operations accordingly. 
 
Other Business. Management invited IED to attend its seminars to disseminate and discuss the 
evaluation findings and operational experiences. Such operationally-focused learning activities 
will help strengthen future operations. IED accepted the invitation. 
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1. This is the first independent evaluation of the Asian Development Bank’s (ADB) support 
for small and medium-sized enterprises (SMEs) in Asia and the Pacific. It excludes ADB support 
limited to microfinance and the trade finance facility. This chapter presents a broad background 
and context of the SME sector in the region; the ADB portfolio on SME support; the theory of 
change underpinning the evaluation framework; and the evaluation objectives, questions, and 
methods. It also presents the limitations and structure of the report.  
 
A. Background and Context 
 
2. SMEs are usually defined by the number of their employees, the value of their assets, and 
their annual sales but there is no universal definition of SMEs across countries in terms of the 
specific criteria and cut-offs used. The United Nations Economic and Social Commission for Asia 
and the Pacific (UNESCAP) reports that more than 60 definitions of SMEs are used in 75 
countries.1  
 
3. The number of employees is the most 
commonly used criterion by far. Many 
countries in Asia and the Pacific define small 
enterprises as those with 10 to 49–99 
employees and medium-sized enterprises as 
those with 50 to 250–300 employees. The 
World Bank’s Enterprise Surveys define small 
enterprises as those with 5–19 employees, 
medium-sized as those with 20–99 employees, 
and large as those with 100 and more 
employees. The International Finance 
Corporation (IFC) defines micro-enterprises as 
those with fewer than 10 employees, small as 
those with 10–49 employees, and medium-
sized as those with 50–299 employees. IFC also 
uses loan sizes as proxy indicators (Box 1).  
 
4. ADB does not have a single definition for SMEs and its operations generally use the 
definitions employed in the countries they support. Although this is not ideal, the analysis in this 
evaluation also uses the national definitions. Appendix 1 shows a sample of SME national 
definitions of some ADB member countries.  
 
5. SMEs are a very heterogeneous group of firms and include small shops, restaurants, 
village handicraft makers, and computer software companies with different levels of 
sophistication and skills. Different SMEs operate in very diverse markets and social environments. 
The distribution of SMEs by business sector varies by country. A survey of SMEs by ADB in 2014 
showed that the majority of firms in Papua New Guinea (90%), Kazakhstan (67%), and Sri Lanka 
(50%) were in the services sector, while in the Philippines more firms were in manufacturing 
(52%).2 The SME sample survey conducted in the case countries for this evaluation (see the 
“evaluation methods” section below) showed that the largest share of SMEs in Armenia (51%) 
and Viet Nam (37%) was in wholesale and retail trade, in India it was in services (65%),3 and in 
Mongolia both services and trade had the same share (41%).  
 

                                                
1  UNESCAP. 2012. Policy Guidebook for SME Development in Asia and the Pacific. Bangkok. 
2  ADB. 2015. Integrating SMEs into Global Value Chains. Challenges and Policy Actions in Asia. Manila. 
3  Wholesale and retail trade comprised only 13% of samples in India. 

Box 1: International Finance Corporation Definition of 
Small and Medium-Sized Enterprises 

(an enterprise must meet at least two requirements) 

 

Source: International Finance Corporation. 2010. The 
SME Banking Knowledge Guide. Washington, D.C. 
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6. Many external and internal factors and barriers constrain the performance of SMEs and 
the growth of a country’s SME sector. Typically, they relate to the business environment, access 
to finance, and access to markets. Studies show that, in addition to factors that constrain SMEs 
generally, gender and social issues specifically hinder women’s participation in business and 
women-led SMEs. Appendix 7, Linked Document A provides more details on the context and key 
constraints facing SMEs in Asia and the Pacific. 
  
7. During the 2005–2017 evaluation period, as per the current ADB project classification,4 
ADB’s support for SMEs was provided almost exclusively (96% in the number of operations and 
99% in volume) through (i) finance sector operations (in subsectors SME finance and leasing, 
inclusive finance, banking systems and non-bank financial institutions [NBFI], financial sector 
development, infrastructure finance and investment funds, money and capital markets, and trade 
finance); and (ii) industry and trade sector operations (SME development subsector). In addition, 
there were seven operations ($74.7 million) provided through the agriculture, natural resources, 
and rural development sector; and one public sector management operation ($0.5 million).  

 
8. In this evaluation, SME operations included in the portfolio are (i) all the finance sector 
operations in the subsectors listed above, that supported SME development in the objectives (as 
a single objective or a part of broader objectives) stated in their report and recommendation of 
the President (RRP); and (ii) operations in the SME development subsector of the industry and trade 
sector. The seven agriculture sector operations and the one public sector management operation 
with targeted support for SMEs were also included in the evaluation portfolio (Box 2).  
 

 
9. Among the inclusive finance subsector operations, the evaluation includes those that 
target SMEs or both SMEs and microfinance and does not include those that exclusively support 
microenterprises through microfinance. ADB’s microfinance operations were assessed by the 
Independent Evaluation Department (IED) in 2012.5 Likewise, the trade finance facility, approved 
in 2003 ($150 million) and extended in 2009 ($850 million)6 was excluded from this evaluation 
because it was assessed by IED in 2014.7 Since some view that microenterprises are part of SMEs, 
and ADB’s support for SMEs also involved trade finance, key findings of these two evaluation 

                                                
4   ADB. 2014. The Project Classification System. Toward Strategy 2020. User Guide. Manila.  
5   IED. 2012. Special Evaluation Study. Microfinance Development Strategy 2000. Sector Performance and Client Welfare.  

Manila: ADB.  
6   ADB. 2003. Report and Recommendation of the President (Confidential): Trade Finance Facilitation Program. Manila. 
7   IED. 2014. Corporate Evaluation Study. ADB Trade Finance Program. Manila: ADB. 

Box 2: Small and Medium-Sized Enterprise Operations Portfolio Identification 
 

What is included:  
• Finance sector operations with objectives to support small and medium-sized enterprise (SME) 

development (in subsectors: SME finance and leasing, inclusive finance, banking systems and non-
bank financial institutions, financial sector development, infrastructure finance and investment 
funds, money and capital markets, and trade finance).  

• Operations under the SME development subsector of the industry and trade sector. 
• Operations in the agriculture and public sector management sectors that were identified to have 

SME-related components. 
 
What is excluded: 
• Operations supporting only microfinance in the finance sector. 
• The trade finance facility (2003 and 2009) and the supply chain finance program (2012).  

  
Source: Independent Evaluation Department. 
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reports are reflected in Box 3. The supply chain program, approved in 2012 ($200 million),8 was 
excluded because most of its beneficiaries are enterprises that are not SMEs. Supplementary 
Appendix A has a full list of operations covered in this evaluation.  

                                                
8 ADB. 2012. Report and Recommendation of the President: Proposed Supply Chain Finance Program. Manila. 

Box 3: Key Findings from Evaluations of Asian Development Bank’s (ADB) Microfinance Operations 
and Trade Finance Program 

 
1. Microfinance Development Strategy 2000: Sector Performance and Client Welfare (2012) 
 
This evaluation was completed in 2012 and covered operations during 2000–2010. This evaluation found 
ADB's microfinance support to be relevant and responsive to the sector development needs of developing 
member countries. Overall, ADB support performed well in easing regulatory and policy constraints. But it 
was less than effective in market and institutional development, sustainability of microfinance operations, 
and had limited outreach to the poor. 
 
ADB’s support was focused mostly on addressing macro-level issues on the supply side and much less on 
institutional development and micro-level issues on the demand side, such as market infrastructure, 
microfinance commercialization, consumer protection, financial literacy of borrowers, social performance 
of microfinance providers, and innovative products and technology for financial inclusion. 
  
Of the financing instruments used, program and sector development loans performed best. They helped 
improve the overall sector environment and in easing the constraints to the expansion of financial services. 
Credit lines had limited results, especially when used as components in nonfinancial projects. Providing 
onlending funds without adequate institutional preparation and an appropriate enabling environment did 
not produce development results. 
 
The impact evaluations of microfinance programs in Pakistan and Viet Nam found direct positive effects on 
household incomes and employment in household enterprises, but no effects on labor force participation 
in the formal sector. The evaluation pointed to the potential tradeoff between project targeting and 
effectiveness. In these two case programs, smaller loans did better than larger loans in targeting poor and 
low-income households, but they were less effective in producing welfare outcomes for the borrowers.    
 
2. ADB Trade Finance Program (2014) 
 
This evaluation was completed in 2014 and covered data available up to end of 2013. It found the Trade 
Finance Program (TFP) relevant to the needs of the banking sectors and small and medium-sized enterprises 
(SMEs) in poorer borrower countries, whose ability to trade is impeded by high country risk perceptions and 
insufficient trade lines with the major international banks. However, TFP was recommended to enhance the 
share of poorer group Asian Development Fund (ADF)-only countries in the program where the need for the 
program was potentially greatest. The share of the ADF-only countries by value declined from 18% in 2005 
to 0.15% in 2013. 
 
Little evidence was found that the program improved access of the SMEs in the borrowing countries to 
international trade finance. A considerable amount of TFP assistance was used to support large trades for 
large companies (about 53% of TFP funds were used for large oil trades in 2013).  
 
Based on data and SME definition by transaction sizes of less than $1 million, 14% of the value of 
transactions supported by TFP was benefiting SMEs in 2012 and 10% in 2013. Majority of SMEs assisted by 
the TFP were concentrated in Pakistan and Viet Nam, while other participating countries only accounted for 
13% of SME-related transactions. By number of transactions, TFP supported 4,700 SME transactions during 
2003–2014. As per the program’s stated goals, the proportion of SMEs by value in TFP should be higher. It 
was recommended to adopt a more proactive approach that seeks to also include smaller private banks 
focusing on SMEs.  
 
Sources: IED. 2012. Special Evaluation Study. Microfinance Development Strategy 2000. Sector Performance and Client 
Welfare. Manila: ADB; and IED. 2014. Corporate Evaluation Study. ADB Trade Finance Program. Manila: ADB. 
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B. Theory of Change 
 
10. ADB has not made explicit a corporate-level SME support policy to guide its support for 
SMEs. Except for the Best Practice Notes on SME Support published as a reference knowledge 
product in 2006,9 there are no specific policy, strategy, operational plan, or guidelines for ADB 
SME operations. The evaluation team tried to reconstruct a theory of change that would clearly 
outline the causal chain implicitly underlying ADB’s support for SMEs. 10 This was based on 
reviews of ADB’s SME-related publications, project documents, and consultations with SME 
operations teams during the preparation of the evaluation approach paper for this evaluation.11 
It shows the results chain from inputs to outputs produced, outcomes achieved, and impacts to 
which the outcomes contribute (Figure 1). 
 
11. This theory of change assumes that SMEs are very important for the economy and for 
poverty reduction and that they face special constraints related to: (i) a business environment 
that imposes greater burdens and operational costs on SMEs than on large enterprises (i.e., policy 
failures); (ii) less access than large enterprises to financing because of lack of collateral, poor 
documentation, and other reasons (i.e., market failures); and (iii) poor integration into national 
and international value chains, again compared with large enterprises   
 
12. A further assumption is that government actions and backing by development agencies 
such as ADB can help remove these constraints by: (i) improving the business environment by 
paying special attention to relieving constraints on SME development, (ii) providing special 
financing to SMEs, and (iii) implementing special projects that will integrate SMEs into producer 
networks or value chains. It is assumed that these actions will unleash the potential of SMEs, 
provide economic benefits, and reduce poverty, as SMEs employ a large part of the national labor 
force. Another assumption is that women are an important resource for the development of 
SMEs, but that their potential is underutilized in many countries. It is believed that by paying 
special attention to women’s issues and women-led SMEs, development agencies can help to 
develop the SME sector as well as the position of women within it. The final assumption is that 
analysis can identify the key constraints in a country and which of the three areas identified above 
needs to be addressed most urgently, and how the mix of interventions can be optimized. 
 
13. In this theory of change, inputs are the resources provided by ADB in the SME operations 
it supports. These include finance and knowledge provided through various operational 
instruments available to ADB, such as program loans (now called policy-based loans), project 
loans, financial intermediation loans, equity investments, Asian Development Fund (ADF) grants, 
and technical assistance (TA) projects. These are used to provide activities and help fund 
operations addressing the SME constraints. The hypothesis is that ADB-supported SME 
operations contribute to one or more of the following outcomes: (i) a business environment that 
allows SMEs to develop; (ii) more access to sources of finance for SMEs, and (iii) more access by 
SMEs to important national and international value chains. Ultimately, the removal of the 
constraints would contribute to higher economic growth and poverty reduction than would be 
achieved by not supporting SMEs. 
 

                                                
9   ADB. 2006. Best Practice Notes on Small and Medium-Sized Enterprises Support. Manila.  
10  The theory of change is a logical framework showing how the inputs provided to an intervention lead to intended 

outcomes and impacts. It identifies the steps in the causal chain linking inputs to outcomes and impacts, and the 
underlying assumptions that need to prevail for the theory to operate as expected. 

11  IED. 2017. Evaluation Approach Paper. Thematic Evaluation of ADB Support for SMEs. Manila: ADB. 
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Figure 1: Theory of Change of ADB’s Support for Small and Medium-Sized Enterprises 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

ADB = Asian Development Bank, FI = financial institution, GDP = gross domestic product, SME = small and medium-sized enterprise, TA = technical assistance. 
Sources: Evaluation team based on review of Asian Development Bank policies, strategies, operational plans, SME operations, and consultations with operations 
teams.  

Other factors affecting the performance of SME operations but outside the scope of this evaluation:  
• Physical infrastructure conditions: e.g., transport, energy, water. 
• Macroeconomic policy and condition. 
• Overall political and socio-economic stability. 
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14.  Operations to improve the business environment pursue such outputs as: enabling 
policies and legal frameworks, regulatory administrative systems established, and adequate 
institutional support including the necessary financial infrastructure and business development 
services (BDS) for SMEs. The outputs of operations supporting SMEs’ access to finance include 
an increase in the number of loans provided by banks and other institutions to SMEs, more equity 
investments in SMEs, more financing products for SMEs developed by the financing institutions 
that receive the ADB finance, and capacity development for SMEs and financial intermediaries 
(usually provided by ADB TA projects). For SME value chains support, the outputs are: enhanced 
product standards (meeting international technical, environmental, and labor requirements), and 
greater participation by SMEs in domestic and international producer networks. 
 
15. All these efforts should lead toward the main outcome sought by ADB support for SMEs: 
a viable and growing SME sector that is more gender-sensitive and takes advantage of the 
potential of women. This in turn should contribute to a higher gross domestic product (GDP), 
poverty reduction, greater employment, and more social inclusion within society. This evaluation 
sought evidence that this process of change is valid and has been implemented well, up to the 
level of the outcomes, i.e., whether ADB-supported SME operations did indeed lead to or at least 
contribute to the outcome of a more viable and growing SME sector.  
 
C. Operations Portfolio 
 
16. During 2005–2017, ADB provided almost $5.3 billion in financing through 182 
operations to support SMEs in 25 developing member countries (DMCs) in Asia and the Pacific 
(Table 1). This represented 3.7% of all ADB financing and 24.6% of financial sector operations 
during the period. The support was provided through 100 sovereign operations ($2.4 billion) and 
82 nonsovereign operations (NSOs, $2.9 billion). ADB provided $748 million through 70 
operations (all sovereign) to support the business environment in 21 countries; $4.7 billion 
through 128 operations to support access to finance in 22 countries, 46 sovereign ($1.7 billion) 
and 82 nonsovereign ($2.9 billion); and $454 million through 16 operations to support access to 
value chains in 6 countries (15 sovereign, $452.2 million and 1 nonsovereign TA, $2 million). 
Among the portfolio, 42 operations ($2.5 billion), 34 sovereign ($1.9 billion), and 8 nonsovereign 
($0.665 billion) were classified as gender-mainstreamed and had activities addressing constraints 
facing women in business.12 
 
17. Of the SME portfolio as of May 2018, 100 operations were completed, of which 70 (39 
sovereign and 31 nonsovereign) had self-evaluation reports.13 Thirty-nine of them (12 sovereign 
and 27 nonsovereign) had project completion report validation reports (PVRs) and/or project 
performance evaluation reports (PPERs) by IED. Overall, SME operations had a validated success 
rate of 64%, with 78% for business environment operations, 64% for access to finance 
operations, 100% for access to value chains operations, and 60% for women in business 
operations. Of the 12 sovereign operations that had IED validation and/or evaluations, 9 were 
assessed successful (success rate of 75%), while of the 27 NSOs, 16 were assessed successful 
(success rate of 59%).  
 
 
 
 
 

                                                
12 ADB classifies operations into four gender categories: gender equity (GEN), effective gender mainstreaming (EGM), 

some gender elements (SGE), and no gender elements (NGE). GEN projects aim for outcomes directly addressing 
gender equity or women’s empowerment. EGM projects have outputs designed to contribute to gender equity or 
women’s empowerment. GEN and EGM projects are considered gender-mainstreamed.  

13 The other 30 completed operations (15 sovereign and 15 nonsovereign) did not have self evaluations.  
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D. Evaluation Objectives and Questions 
 
18. The objective of this evaluation was to assess the performance and results of ADB support 
for SMEs during 2005–2017 and to identify contributing factors and issues, to inform ADB’s 
Board of Directors and Management about the extent and nature of ADB’s future support for 
SMEs in the region. This is the first independent evaluation of ADB-supported SME operations.  
 
19. The evaluation’s overarching question is to what extent is ADB’s support for SMEs 
contributing to the growth of the SME sector in the region, including support for women-led 
SMEs? 
 
20. To gauge this, the evaluation focused on the outputs and outcomes of the three core 
areas of ADB’s support for SMEs outlined under the theory of change. The evaluation’s specific 
questions are, to what extent, in what ways, and under what conditions did ADB support for 
SMEs contribute to improving (i) the business environment, (ii) access to finance by SMEs, (iii) 
access to value chains by SMEs, and (iv) women-led SMEs? 
 

E. Evaluation Methods 
 
21. The evaluation triangulated both qualitative and quantitative data. It used: (i) a literature 
review to establish a broad understanding of sector issues and gaps in the region; (ii) portfolio 
analysis of the typology and evolution of ADB SME support during 2005–2017; (iii) a performance 
assessment of the relevance, effectiveness, and efficiency of ADB’s SME operations; (iv) a results 
assessment of ADB’s SME operations; (v) case country assessment based on findings from 
evaluation missions; (vi) a sample survey of SMEs and participating financial institutions (PFIs) in 
the case countries; and (vii) interviews with ADB staff in order to understand issues related to 
institutional support and related organizational matters. 

 
22. Literature review. This included a review of all 63 country partnership strategies (CPSs) 
of the 25 countries where ADB supported SME operations during 2005–2017, RRPs of 182 
portfolio operations, project completion reports (PCRs) of 70 completed operations, IED PVRs 

Table 1: ADB’s Small and Medium-Sized Enterprise Operations Portfolio, 2005–2017  

Items Overall 

Business 
Environmen

t 
Access to 
Finance 

Access to 
Value 
Chains 

Women 
in 

Business 
Operations Provided (SO|NSO) 100|82 70|0 46|82 15|1 34|8 
Amount Provided ($ million) 5,324.7 747.5 4,667.0 454.2 2,525.3 
Number of Countries 25 21 22 6 18 
Completed Operations with Self-Evaluation 

Number (SO|NSO) 39|31 29|0 16|31 5|0 10|0 
Amount ($ million) 1,479.9 224.3 1,447.6 68.3 384.8 

IED Evaluations through PVRs/PPERs 
Number of Evaluations (SO|NSO) 12|27 9|0 9|27 1|0 5|0 
Number Successful (SO|NSO) 9|16 7|0 7|16 1|0 3|0 
Overall Success Rate 64.1 77.8 63.9 100.0 60.0 

ADB = Asian Development Bank, IED = Independent Evaluation Department, NSO = nonsovereign operations, PVR = 
project completion report validation report, PPER = project performance evaluation report, SME = small and medium-
sized enterprise, SO = sovereign operations. 
Note: An operation may support more than one intervention area, therefore the number of operations and volumes of 
intervention areas do not add up to the total. 
Source: Independent Evaluation Department compiled from Asian Development Bank operations database. 
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and PPERs of 39 operations, ADB’s SME-related reference materials,14 evaluation reports on SMEs 
of other multilateral development banks (MDBs), 15 and other pertinent publications.16 
 
23. Portfolio analysis. This involved a review of all the 182 SME operations ADB supported 
during 2005–2017. The review focused on changes to the portfolio over time, distribution by 
ADB’s operational region, the level of development of the recipient countries, and the 
composition of the financing instruments used. The review was conducted for the overall 
portfolio as well as for the sub-portfolios under each of the intervention areas.  
 
24. Performance assessment of ADB-supported SME operations. The portfolio 
performance assessment involved reviews of project documents for all the 182 operations 
approved, ongoing, or closed over 2005–2017.17 Performance assessments of projects in the five 
case countries were supplemented with the feedback collected during evaluation missions. In 
addition, the evaluation team met with 14 project officers responsible for 57 ongoing access to 
finance operations to discuss the performance of operations.  
 
25. The performance assessment was based on a scoring system. For relevance, all 182 
operations were assessed. The assessment of the effectiveness and efficiency of SME operations 
was based on the 70 completed operations that had completion reports, of which 39 had PVRs 
and/or PPERs by IED. For these 39 operations already evaluated by IED, the evaluation used the 
ratings from PVRs or PPERs as available. For the remaining 31 operations without IED evaluations, 
the evaluation provisionally validated the operations. This was done as follows.  
 
26. The relevance assessment focused on how ADB’s interventions were designed to address 
the constraints on and needs for SMEs development in the region (i.e., did ADB do the right 
things in the country and did ADB get the design right to achieve the objective set?). For 
sovereign operations, the evaluation used four indicators: (i) alignment with the government’s 
development agendas and ADB’s country and sector strategies and policies, (ii) appropriateness 
of project design in addressing key identified constraints to SMEs, (iii) appropriateness of the 
choice of instruments, and (iv) timing of the operation within the project and sequencing across 
projects in the country. For NSOs, the evaluation used five indicators: (i) alignment with the 
government’s development agendas and ADB’s country and sector strategies and policies; (ii) the 
additionality or value addition of the operation (i.e., how essential was the ADB involvement and 
how innovative was the intervention?); (iii) the appropriateness of the choice of financing 
instruments and products in meeting the identified financing needs; (iv) the choice of partner 
institutions in delivering the expected results; and (v) the timing of the operation within the 
project and sequencing across projects in the country.  
 

                                                
14  Key ADB SME-related materials reviewed included: ADB. 2017. Review of 2011 Finance Sector Operational Plan. Manila; 

ADB Institute (ADBI). 2016. SMEs in Developing Asia. New Approaches to Overcoming Market Failure. Tokyo; ADB. 
2015. Asia SME Finance Monitor 2014. Manila; ADB. 2015. Integrating SMEs into Global Value Chains. Challenges and 
Policy Action in Asia. Manila; ADB. 2011. Financial Sector Operational Plan. Manila; and ADB. 2006. Best Practice Notes 
on Small- and Medium-Sized Enterprises Support. Manila. 

15 Key evaluations by other MDBs included: IADB. 2016. IDB Group’s Work through Financial Intermediaries. Washington, 
D.C; World Bank. 2014. The Big Business of Small Enterprises: Evaluation of the World Bank Group Experience with 
Targeted Support for Small and Medium Enterprises 2006–2012. Washington, D.C.; and EIB. 2013. Synthesis Report. 
Ex Post Evaluation of EIB Intermediated Lending to SMEs in the EU, 2005–2011. Luxembourg. 

16  Key SME literature from other sources reviewed included: UNESCAP. 2012. Policy Guidebook for SME Development in 
Asia and the Pacific. Bangkok; World Bank. 2017. Doing Business 2017. Equal Opportunity for All. Washington, D.C.; 
IFC. 2011. Strengthening Access to Finance for Women-owned SMEs in Developing Countries. Washington, D.C.; IFC. 
2010. The SME Banking Knowledge Guide. Washington, D.C.; IFC. 2013. IFC Jobs Study. Assessing Private Sector 
Contributions to Job Creation and Poverty Reduction. Washington, D.C.; IFC. 2017. Alternative Data. Transforming 
SME Finance. Washington, D.C.; and World Bank’s enterprise survey program (www.enterprisesurveys.org).    

17  These include RRPs, grant and TA reports, self-evaluation reports for 45 completed non-TA operations, 25 TA 
completion reports, 33 PVRs, and 4 PPERs. 

http://www.enterprisesurveys.org/
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27. The effectiveness assessment focused on the degree to which operations met the design 
and monitoring framework (DMF) targets based on their achievement of expected (i) outputs, (ii) 
outcomes, and (iii) sector impacts.  
 
28. The efficiency assessment focused on how well ADB used its resources to achieve what 
it did. It had two indicators, proxies for economic efficiency (when an economic internal rate of 
return was not available) and process efficiency. For sovereign operations, the proxy for economic 
efficiency was the ratio between the financing to operations assessed with satisfactory 
achievement of outputs and outcomes and the total financing. For NSOs, the proxy used was the 
pricing of the subloans. Pricing lower than the prevailing market rate was regarded as less than 
efficient. Proxies for process efficiency included disbursement rates, consultant mobilization, 
implementation delays, and closing delays.  
 
29. Operations were assessed individually, and the individual operation scores were then 
aggregated to overall portfolio scores, weighted by the operation size relative to the total 
portfolio. The assessment criteria and indicators, the rating standards, and rating benchmarks 
are available in Supplementary Appendix B. 
 
30. Results assessment of ADB-supported SME operations. This evaluation defines results 
as direct or indirect, expected or unexpected changes in conditions of SME operation. The results 
were assessed according to the contributions of ADB-supported SME operations to sector 
development at a broad level, as illustrated in the theory of change presented above. The 
assessment focused on the results (i) reported by evaluations of the completed operations in the 
five case countries; (ii) based on the analysis of the sample surveys of PFIs and SMEs conducted 
for this evaluation; (iii) taken from existing country, project, and sector evaluations by IED; (iv) 
based on stakeholder feedback collected during country missions; and (v) drawn from country 
performance reports and statistics. Performance and results assessments of the four intervention 
areas are presented in Appendix 7, Linked Documents B to E, and more details are available in 
Supplementary Appendixes C to F.  
 
31. Assessments of five case country programs. The evaluation included field assessments 
of operations in five countries with significant SME operations: Armenia, Fiji, India, Mongolia, 
and Viet Nam. The selection of case countries was based on the following considerations: (i) they 
should represent ADB SME operations in ADB’s five regional departments, (ii) each should have 
a significant portfolio with diverse financing instruments that reasonably represents ADB-wide 
operations of both sovereign and nonsovereign operations, and (iii) each should have sufficiently 
mature portfolios that provide a good case for the performance and results assessments. The 
selection applied a four-step procedure: (i) examining country portfolio by size, (ii) examining 
country portfolio by the diversity of instruments used, (iii) examining country portfolio profiles 
simultaneously by size and instruments, and (iv) examining the options to represent ADB 
operations in the Pacific. Details are in the evaluation approach paper  (footnote 11). 
 
32. Operations in these five countries accounted for about $2.3 billion or 43% of the total 
operations portfolio. The SME programs in these case countries used all the eight financing 
modalities available in ADB’s toolkit to support SMEs for both sovereign operations and NSOs 
during the evaluation period.18 The assessment of the case country programs involved country 
missions so the evaluation team could receive feedback from concerned government agencies, 
implementing agencies, and support institutions, as well as the collection of additional pertinent 
information, including country sector reports and statistics.19 In addition, during the country 

                                                
18 The financing modalities are: (i) program loan (now called policy-based lending), (ii) sector development program, (iii) 

credit lines through project loan, (iv) lease financing, (v) equity financing, (vi) credit guarantee, (vii) grant, and (viii) TA.   
19 The country evaluation missions were conducted during 28 August–1 September 2017 for Mongolia, 4–12 September 

for Viet Nam, 3–12 October for India, 23–27 October for Armenia, and 16–22 November for Fiji. 
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visits, the evaluation team had discussions with representatives of PFIs and selected beneficiary 
SMEs. These discussions and the additional information enabled the team to examine the results 
of operations in the case countries. A consolidated report of the five case country assessments is 
provided in Appendix 7, Linked Document F. 
 
33. Surveys of sample PFIs and SMEs in case countries. In addition to on-the-ground 
feedback from PFIs and end-borrower SMEs met during evaluation missions in four of the five 
case countries (except for Fiji), to provide a complementary source of information, surveys of 
sample PFIs and client SMEs were conducted to assess the performance and impact of the SME 
support.20 Since there were only 24 PFIs in the case countries, the evaluation intended to survey 
all of them. As for SMEs, the total intended sample was 1,450 and this was distributed 
proportionately to the outreach reported in PCRs (as in Armenia and Viet Nam), or target DMF 
(as in Mongolia and the Pacific) or based on both the reported outreach and DMF target (as in 
India). The PFI response rate was 63% and the SME response rate was 73%. Response rates were 
particularly low for India.21 A total of 15 out of the 24 targeted PFIs and 1,053 out of the 1,450 
targeted SMEs responded (Table 2). A description of these surveys is presented in Appendix 7, 
Linked Document G and the survey questionnaires used are in Supplementary Appendix G.  
 

 
34. ADB staff interviews. Staff interviews helped the evaluation team understand ADB’s 
organizational issues. The findings from the interviews supplemented the portfolio performance 
and results assessments gathered from the review of project documents and stakeholder 
feedback collected from field missions to the case countries. The evaluation team interviewed 20 
ADB specialists, including senior staff at director and above levels, who represented the regional 
departments, the Private Sector Operations Department (PSOD), and knowledge departments in 
ADB headquarters. On average, they had 11.5 years of direct hands-on experience in SME 
operations and were involved in 9 operations including 5 loans.22 The interviews focused on 
matters of institutional support, policy, operational practices, and knowledge for SME 
operations. The interviews were conducted individually with each member of staff using a guide 
questionnaire presented in Supplementary Appendix H.   

 
35. Quantitative data analysis was performed using Excel and statistical software STATA 15. 
Reviews of CPSs were conducted using the lexical search program MAXQDA® 2018.  
 

                                                
20 For the Pacific region, data on participating SMEs were provided by the Business Investment Fund.  
21 The survey team (Grant Thornton) could not increase the response rates despite multiple outreach efforts and an 

extension of the duration when the survey was conducted. 
22 The years of SME-related experience ranged from 4.5 to 28.5. The number of SME operations where the interviewees 

were directly involved in ranged up to 40, and loans up to 25.    

Table 2: Participating Financial Institution and Small and Medium-Sized Enterprise 
Surveys  

in Four Case Countries 
Sample Armenia Indiaa Mongolia Viet Namb Total 
Target PFI Sample 9 11 4 0 24 
PFIs Respondents  8 4 3 0 15 
PFI Survey Response Rate (%) 89 36 75 -- 63 
Target SME Sample  175 450 175 650 1,450 
SME Respondents 175 100 128 650 1,053 
SME Survey Response Rate (%) 100 22 73 100 73 
PFI = participating financial institution, SME = small and medium-sized enterprise. 
a In India, the target was 11 PFIs and 450 SMEs, but the survey team was able to collect responses from only 4 PFIs 
and 100 SMEs. 

b In Viet Nam, no PFIs were surveyed because ADB’s SME program did not provide credit lines for onlending to SMEs 
through financial intermediaries.   

Source: Surveys by the evaluation team conducted during September–November 2017. 
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F. Limitations  
 
36. There were some limitations to the evaluation. The effectiveness and efficiency 
performance assessments were based on a limited number of completed projects with 
completion reports (70, as of May 2018). Access to value chains had only 5 completed operations 
and women in business had 10. No substantial trend analysis of the effectiveness and efficiency 
performance could be conducted since most operations approved after 2013 are still ongoing; 
however, this also means this report reflects the latest situation. To strengthen the assessment, 
information was complemented with on-the-ground observations. The results assessment was 
based primarily on completed operations in the five case countries, complemented by a survey 
of sampled PFIs and SMEs, an analysis of the results reported in other IED evaluations, including 
PVRs, PPERs, country assistance program evaluations, and country partnership strategy final 
review validations. Despite these limitations, the evaluation is based on a rich body of 
information representing experiences gained over a long period of time. The team is confident 
that the report fairly assesses the performance and results of the operations supported by ADB.  
 

G. Structure of the Report 
 
37. The report has five chapters. Following this introduction, Chapter 2 summarizes the key 
constraints and issues facing SMEs in Asia and the Pacific and the salient features of ADB-
supported SME operations under evaluation. Chapter 3 presents key findings from the portfolio 
performance assessment and the results assessment done for each intervention area (business 
environment, access to finance, and access to value chains), as well as for the cross-cutting 
subject of women in business. Chapter 4 discusses the key operational and institutional issues 
affecting the performance and results of the ADB SME operations evaluated. Chapter 5 concludes 
with a summary of key evaluation findings and presents the recommendations in detail.  
 
38. The report has seven appendixes, each referred to in the main text.23 It has seven linked 
documents, accessible from the hyperlinks provided in Appendix 7. 24  The report has eight 
supplementary appendixes, which are available upon request.25  
 
 

                                                
23  Appendix 1 contains a sample of country definitions of SMEs. Appendix 2 brings together the major data of the overall 

evaluation portfolio. Appendix 3 presents the collaboration of ADB with development partners on SME in the five case 
countries. Appendix 4 presents a summary of key results from PFI and SME surveys. Appendix 5 summarizes the key 
findings from evaluations of SME operations in other MDBs. Appendix 6 presents key findings from the ADB staff 
interviews. Appendix 7 provides the hyperlinks to linked documents. 

24 Appendix 7, Linked Document A provides the context and key issues facing SMEs in the region. Appendix 7, Linked 
Documents B–E are summaries of performance and results assessments of operations in the business environment, 
access to finance, access to value chains, and women in business intervention areas. Appendix 7, Linked Document F 
presents a consolidated report of the five case countries. Appendix 7, Linked Document G describes the PFI and SME 
surveys in the case countries. 

25 These are: (i) list of the operations portfolio; (ii) portfolio performance assessment criteria and standards; (iii)–(vi) 
detailed performance assessments by relevance, effectiveness, and efficiency of business environment, access to 
finance, access to value chains, and women in business operations prepared by consultants; (vii) SME and PFI survey 
questionnaires; and (viii) guide questions for ADB staff interviews. 
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HIGHLIGHTS 
 
 During 2005–2017, ADB supported SMEs in 25 out of its 40 DMCs: $2.4 billion was approved for 100 

sovereign operations and $2.9 billion for 82 NSOs.  
 The support focused on improving (i) the business environment for SMEs (15% of financing), (ii) SMEs’ 

access to finance (87%), and (iii) SMEs’ access to value chains (9%). 
 Forty-two operations ($2.5 billion) had activities addressing gender issues to promote the participation 

of women in business. 
 The SME portfolio was about 3.7% of ADB’s overall financing over the evaluation period. It was 2.9% 

during 2005–2008, decreased to 1.5% during 2009–2012, and rose to 3.9% during 2013–2017. The 
last increase was due to the approvals of a few large operations ($150–$200 million each in Bangladesh, 
India, Kazakhstan, and Uzbekistan). 

 Nearly 43% of the portfolio was provided to Central and West Asia countries, and 36% to South Asia. 
India accounted for $1.3 billion and Kazakhstan for $1.1 billion. Taken together, these two countries 
represented 44% of the total financed. 

 Countries eligible only for ordinary capital resources (OCR) and those eligible for both OCR and ADF 
accounted for 89% of ADB financing; countries eligible only for ADF accounted for 7%. 

 Of the total portfolio, 46% ($2.4 billion) was provided as stand-alone credit lines for onlending to SMEs, 
making this the most popular instrument used. 

 

 
39. The literature review for this evaluation suggested that public support for SMEs was 
primarily based on the notion that SMEs represent a large proportion of firms and employment, 
especially in developing countries. It is generally felt that there are policy and market failures that 
hinder their full participation in market activity and that these failures can be addressed. There is 
support for the notion that SMEs merit public interventions to improve their performance and 
unleash their potential so they can contribute to employment, poverty reduction, and inclusive 
economic growth. 
 
A. Economic Role of Small and Medium-Sized Enterprises 

 
40. There is a body of literature that argues that SMEs are better at job creation than large 
firms and that they are therefore crucial to poverty reduction and inclusive economic growth. 
According to this point of view, SMEs tend to be labor-intensive and to generate more jobs per 
unit of investment than large enterprises. SMEs are, therefore the prime drivers of job creation, 
especially in less developed economies. SMEs mostly employ local workers, use local materials, 
and sell products in local markets, so they bring prosperity to local economies and help reduce 
local poverty, regional inequality, and geographical imbalances. Because policy and market 
failures hinder SMEs more than large enterprises, there is a justification for public interventions. 
 
41. Conversely, there are also skeptical views that question the economic role of SMEs and 
the rationale for SME-specific policies, especially for poverty reduction and economic 
development. This school of thought argues that large firms provide more stable and higher-
quality jobs than those in small firms and therefore make a positive contribution to poverty 
alleviation. The argument continues that targeted SME interventions are usually too insignificant 
to make a global difference and that such interventions can be justified only if sustainable local 
markets for SME support services are built up or if governments embed the interventions in 
national programs. These skeptics often call for policies that do not favor enterprises of any size, 
and stress the importance of systemic, non-targeted reforms, such as a reliable infrastructure, 
good governance of the public sector, political stability, a sound business environment, and an 
educated labor force.26  

                                                
26 For a more complete literature review, see for instance: ILO. 2015. Small and Medium-sized Enterprises and Decent and 

Productive Employment Creation. Geneva; IEG. 2014. The Big Business of Small Enterprises. Evaluation of the World 
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42. While hard evidence across countries is limited and the literature remains inconclusive, 
policy makers and development agencies generally subscribe to the view that there are some 
special constraints affecting SMEs and that these can be addressed through interventions. These 
perceived economic benefits form the rationale for many governments in the region (and for 
ADB) to support public programs to help unleash the potential of SMEs so they can make an 
even greater contribution to employment, poverty reduction, and economic growth. 
 

B. Constraints on SME Development in Asia and the Pacific 
 
43. There are many barriers hindering the performance of SMEs and the development of a 
country’s SME sector. These vary across countries and regions and for firms of different sizes. For 
instance, the World Bank’s Enterprise Surveys during 2011–2016 indicated that small firms 
(defined as those with 5–19 employees) considered the practices of businesses in the informal 
sector to be their main obstacle.27 Informal firms undercut and take market share from formal 
firms, even when they use inefficient production techniques. They may also not comply with 
intellectual property rules, undermining incentives for formal firms to innovate, develop new 
products, and invest in branded products.28 For medium-sized firms (defined as those with 20–
99 employees), the top obstacle was tax rates and poor tax collection administration. Unfair 
practices of informal firms were ranked third by these firms. For both SMEs, lack of access to 
finance was the second most important obstacle. Political instability and corruption were also 
cited frequently (Table 3). 
 
44. Factors affecting SMEs are often seen as either external or internal. External factors relate 
to the national macroeconomic conditions and business environment in which SMEs operate and 
are principally beyond SMEs’ control. For example, a country’s central bank may decide to tighten 
the money supply, resulting in credit rationing that may hurt SMEs more than large firms. New 
regulations governing business licensing may impose more compliance costs on SMEs than on 
large firms. Internal factors are mainly a factor of the small size of SMEs and these include: lack 
of resources (capital, skills, and technology), low product quality, limited capacity to participate 
in market networks, and lack of capacity to respond to changing market and policy conditions.29 
 

Table 3: Top Development Constraints Perceived by Small and Medium-Sized 
Enterprises in Asia and the Pacific 

Obstacles Perceived  
by Small Firms 

(5–19 employees) 

Central 
Asia 

East  
Asia 

Pacific 
Islands 

South 
Asia 

Southeast 
Asia 

Overall 

Informal Sector 2 3 - 2 1 1 
Access to Finance - 1 - 1 2 2 
Tax Rate 1 2 - - 3 3 
Political Instability - - 2 3 - - 
Corruption - - 1 3 - - 
Access to Land - - 3 - - - 
Electricity 3 - - - - - 

                                                
Bank Group Experience with Targeted Support to Small and Medium-sized Enterprises, 2006–2012. Washington, D.C.; 
IFC. 2013. IFC Jobs Study. Assessing Private Sector Contributions to Job Creation and Poverty Reduction. Washington, 
D.C.; UNESCAP. 2012. Policy Guidebook for SME Development in Asia and the Pacific. Bangkok; D.J. Storey. 2006. 
Evaluating SME Policies and Programmes: Technical and Political Dimensions in M. Casson et al. (eds); The Oxford 
Handbook of Entrepreneurship. Oxford; and T. Beck, A. Demirguc-Kunt, and R. Levine. 2005. SMEs, Growth, and 
Poverty: Cross-Country Evidence. Journal of Economic Growth. 10, pp.199-229.  

27 World Bank Enterprise Surveys, 2011–2016 (www.enterprisesurveys.org). Enterprise surveys provide firm-level data of 
about 130,000 enterprises in 139 countries. Each country is surveyed every 3–4 years.  

28 For example, informal firms may free-ride on formal sector investments by making illegal copies of movies, software, 
music, and books or by infringing on valid patents.  

29 ADBI. 2016. SMEs in Developing Asia. New Approaches to Overcoming Market Failures. Tokyo. 

http://www.enterprisesurveys.org/
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Obstacles Perceived by Medium-
Sized Firms (20–99 employees) 

Central 
Asia 

East 
Asia 

Pacific 
Islands 

South 
Asia 

Southeast 
Asia Overall 

Tax Rate 1 3 3 - - 1 
Access to Finance 2 1 - - 3 2 
Informal Sector 2 - - 3 1 3 
Political Instability - 2 2 3 - - 
Corruption 3 3 1 2 - - 
Tax Administration 3 - - - - - 
Electricity - - - 1 - - 

Regional and overall ranks were derived from individual country ranks. The rank of each constraint reported in the 
survey was assigned a value with rank 1 given the highest value of 10. The equivalent value assigned for each rank was 
then summed across countries for each constraint. The resulting aggregate values were ranked and the constraint with 
the highest aggregate value was ranked 1 overall.  
Source: World Bank Enterprise Surveys, 2011–2016 (www.enterprisesurveys.org). 

 
45. These factors can be grouped as business environment constraints, access to finance 
constraints, and access to market constraints (Table 4).30 In addition to these general constraints, 
there are special constraints on women-led SMEs caused by gender and social biases. For a 
detailed presentation of these constraints, see Appendix 7, Linked Document A. 
 

Table 4: Major Constraints Facing Small and Medium-Sized Enterprises  
in Asia and the Pacific  

Business Environment Constraints Access to Finance Constraints Access to Market Constraints 
Weak Policy and Legal Framework  
• Lack of unified and integrated 

national policy and strategy for 
SMEs  

• Lack of institutional framework for 
coordination and implementation 

• Lack of a secured transactions 
legal framework 

Limited Access to Bank Credit 
• Lack of suitable collateral 
• Limited capacity of SME to 

prepare loan documents 
• Banks perceive SMEs as high-risk, 

high-cost clients 
• Banks lack risk-based lending 

products 
• Restrictive lending policies (e.g., 

resulting from Basel III) 

Limited Access to Domestic 
Markets 
• Market fragmentation resulting 

from sector and geographical 
disparities and segregation  

• Large informal sector imposing 
unfair competition 

• Unfavorable policy environment 
with unpredictable changes and 
unclear regulations  

Inefficient Regulatory and 
Administrative Framework:  
• Burdensome regulatory processes 

and procedures (business 
registration, licensing, permits) 

• High tax compliance cost (poor 
tax administration) 

• Weak governance (corruption, lack 
of transparency and 
accountability) 

• Poor trade facilitation (restrictive 
trade regulations, cumbersome 
custom procedures) 

Limited Alternative Funding 
Sources 
• Lack of equity funding 
• Lack of risk-sharing mechanisms 
• Under developed leasing sector 
• Small non-bank financial 

institutions sector 
• Limited availability of special 

capital markets for SMEs 
 

Low Capacity to Innovate and 
Develop New Products 
• Limited financing capacity to 

invest in R&D and new product 
development 

• Skills constraints (technical and 
managerial skills needed to 
manage the innovation process) 

• Lack of market information on 
customers, products, prices, and 
market opportunities 

Weak Support Institutions 
• Inadequate business development 

services  
• Lack of secured transactions or 

collateral registry  
• Inadequate credit information 

sharing system 

Limited Financing for SMEs in 
Rural Areas 
• Banks and financial services focus 

on capital cities and major urban 
areas  

 

Inability to Participate in 
International Markets 
• Limited capacity to comply with 

international standards 
(technical, environmental, and 
labor standards) 

• Poor trade facilitation  
• Lack of knowledge of 

international markets  
R&D = research and development, SME = small and medium-sized enterprise. 
Sources: Evaluation team compiled from project documents and literature reviews. 

                                                
30 N. Yoshino and F. Taghizadeh-Hesary. 2016. Major Challenges Facing Small and Medium-Sized Enterprises in Asia and 

Solutions for Mitigating Them. ADBI Working Paper Series. No. 564. Tokyo. 

http://www.enterprisesurveys.org/
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C. ADB Small and Medium-Sized Enterprise Operations  
 
46. ADB does not have an explicit strategy or operational plan to guide its support for SMEs. 
SME operations work under general guidance provided in the following ADB documents: (i) 
Strategy 2020,31 (ii) the Financial Sector Operational Plan (FSOP), 2011,32 and (iii) the Private 
Sector Development (PSD) Strategy, 2000.33 The Review of the FSOP (May 2017) can be seen as 
an update of the 2011 operational plan.34 In the Strategy 2030,35 ADB explicitly recognizes the 
role of SMEs and the importance of supporting them in two of its seven operational priorities: (i) 
address remaining poverty through generating quality jobs and reducing inequality, and (ii) 
accelerate progress in gender equality by promoting women’s economic empowerment.   
 
47. ADB’s Strategy 2020 identified the finance sector as a core operational area. Creating an 
enabling environment for SMEs was seen as a priority to promote inclusive growth—a view 
reconfirmed by the Strategy 2020 Midterm Review in 2014.36 The FSOP, 2011 identified support 
for SME operations as part of ADB’s inclusive finance pillar and called for a holistic approach to 
supporting SMEs through (i) indirect policy support and support for financial infrastructure to 
promote financial access for SMEs; and (ii) direct support through NSOs, emphasizing that SMEs’ 
access to finance could be improved not only by credit institutions (banks and non-banks) but 
also through leasing, credit guarantees, factoring, insurance companies, and capital markets. The 
2017 Review of the FSOP, 2011 retains inclusive finance as one of the three focal areas of the 
finance sector operations. It identifies inclusive finance to include micro, SMEs and leasing, and 
stipulates that ADB will deliver affordable financial services to low-income households and to 
small businesses.  
 
48. The PSD Strategy, 2000, which is still operational, argued that ADB financing for SMEs 
should be handled through investment funds, specialized financial institutions, and cooperation 
with regional organizations, and by creating state-sponsored credit enhancement schemes, such 
as small loan guarantee facilities for SMEs. It acknowledged that SMEs also need advice and 
training for various aspects of their operations including business planning, accounting and 
finance, management capacity, and environmentally clean production. To date, ADB has not 
formulated a more detailed corporate guidance and sector strategies on its support for SMEs. 
 
49. Over 2005–2017, ADB approved an average of 14 SME operations (8 sovereign, 6 
nonsovereign) a year with an average value of $410 million per year (Table 5). By volume, on the 
sovereign side, 62% were project loans, 16% were policy-based lending (PBL), and 10% were 
credit lines to PFIs. The remaining were leasing, grants, and TA projects that provided advisory 
support or capacity building training. On the nonsovereign side, almost three-quarters went to 
PFIs for onlending, another 14% to equity investments for SMEs, almost 7% to credit guarantees, 
and 4% to leasing. The remaining 0.3% went to TA projects. The financing included $69.1 million 
of cofinancing (1.3% of ADB funding) from trust funds (multipartner and bilateral) and bilateral 
agencies.37 

 
 
 

                                                
31  ADB. 2008. Strategy 2020. The Long-Term Strategic Framework of the Asian Development Bank 2008–2020. Manila. 
32  ADB. 2011. Financial Sector Operational Plan. Manila. 
33  ADB. 2000. Private Sector Development Strategy. Manila. 
34  ADB. 2017. Review of 2011 Financial Sector Operational Plan. Manila. 
35  ADB. 2018. Strategy 2030. Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. Manila. 
36  ADB. 2014. Midterm Review of Strategy 2020: Meeting the Challenges of a Transforming Asia and Pacific. Manila. 
37 Trust fund sources include Japan Fund for Poverty Reduction, Clean Energy Fund under the Clean Energy Financing 

Partnership Facility, Pacific Business Infrastructure Facility Trust Fund; while bilateral sources include Australia, 
Germany, and the United Kingdom. 
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Table 5: Total Small and Medium-Sized Enterprise Operations Portfolio, 2005–2017 
Product Number Amount ($ million) % 
Sovereign Operations 100 2,392.6 44.9 

Program loan 10 384.9 7.2 
Project loan 20 1,487.4 27.9 
Credit line 4 250.0 4.7 
Lease 1 100.0 1.9 
Grant 10 128.2 2.4 
Technical Assistance 55 42.1 0.8 

Nonsovereign Operations 82 2,932.1 55.1 
Loan for on-lending 44 2,192.0 41.2 
Equity investment 19 415.5 7.8 
Credit guarantee 3 218.4 4.1 
Loan for leasing  7 97.0 1.8 
Technical Assistance 9 9.2 0.2 

Total 182 5,324.7 100 
Average per year 14 410.0 - 

Source: Evaluation team compiled from the Asian Development Bank operations database. 
 

50. Below are the salient features of the overall evaluation portfolio as they evolved over 
time. The focus is on the distribution of operations by ADB’s operational region, the level of 
country’s development, and the financing modality. Appendix 2 provides the key operations 
portfolio statistics.  
 
51. Annual approvals fluctuated significantly but increased steadily from a low point 
in 2009 until 2016, before decreasing again in 2017 (Figure 2). To see the trends of the 
portfolio over time, we have divided the 13-year period of the evaluation into three 4-year sub-
periods, 2005–2008, 2009–2012, and 2013–2017. The approvals during 2013–2017 amounted 
to $3.4 billion or 60% of total SME financing in the period (Table 6). The sharp increase in 
approvals in these years was due to the addition of a few large operations of $100 million or 
more that were approved since 2013. In particular the amount approved in 2016 ($1.18 billion, 
24% of the total operation portfolio) was significantly higher than the average approval per year 
($410 million) and than any other single year. This was due to five large sovereign project loans 
totalling $754 million in Bangladesh, Kazakhstan, Sri Lanka, and Uzbekistan (two projects).38 The 
approvals in 2017 dropped to about the average per year over the evaluation period and 
comprised two NSOs for India ($150 million each), an NSO for Viet Nam ($100 million), and a 
small-scale sovereign TA for Kazakhstan ($0.2 million). This evaluation could not find an 
explanation for the large drop in approvals between 2016–2017 in the CPSs reviewed.    
 

Table 6: Small and Medium-Sized Enterprise Operations Approvals by Sub-Period 

Items 
Overall  

2005–2017 
 

2005–2008 
 

2009–2012 
 

2013–2017 
Number of Operations 182 53 39 90 
Amount ($ million) 5,324.7 1,072.0 822.2 3,430.5 
Number of Countries 25 14 13 22 

Source: Evaluation team compiled from the Asian Development Bank operations database. 
  
 

                                                
38 These were: (i) Bangladesh, Second Small and Medium-Sized Enterprise Development, $200 million, January 2016; (ii) 

Sri Lanka, Small and Medium-Sized Enterprises Line of Credit, $100 million, February 2016; (iii) Uzbekistan, Small 
Business Finance, $100 million, June 2016; (iv) Kazakhstan, Supporting Resilience of Micro, Small and Medium-Sized 
Enterprises Finance, $200 million, October 2016; and (v) Uzbekistan, Horticulture Value Chain Development, $154 
million, November 2016. 
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mil = million, NSO = nonsovereign operations, SOV = sovereign operations, SME = small and medium-sized enterprise. 
Source: Evaluation team compiled from the Asian Development Bank operations database. 
 
52. There is no correlation between the increase in the approvals of SME operations 
and the significance of the SME sector in ADB’s CPSs. For each sub-period, the evaluation 
looked at the share of SME operations in ADB’s overall financing, i.e., SME volume over the ADB 
total (%), and the position of SME operations in the CPSs effective during each sub-period 
reflected by (i) the number of times the SME sector was mentioned in the CPSs, (ii) CPSs with the 
SME sector as an ADB priority operational area (%), (iii) CPSs with an SME operation strategy (%), 
and (iv) CPSs with an indicative resource allocation for SMEs (%). 
 
53. As shown in Figure 3, the share of SME financing in total ADB country programs declined 
from 2.9% during 2005–2008 to 1.5% during 2009–2012, then increased to 3.9% during 2013–
2017. Conversely, the average number of SME mentions per CPS dropped sharply from 53 times 
to 5.2 and 1.2 over these sub-periods. Likewise, the three other measures (the percentage of 
CPSs with the SME sector as a priority operational area, the percentage with an SME operations 
strategy, and the percentage with an indicative resource allocation) steadily decreased over time.   
 
54. By intervention area, efforts to strengthen SMEs’ access to finance predominated 
over time. Operations that supported increasing SMEs’ access to finance accounted for 87% of 
total finance: 83% during 2005–2008, 96% during 2009–2012, and 87% during 2013–2017 (see 
Appendix 2). They were financed mostly through NSOs (63%), with sovereign operations 
accounting for the remaining 37%. Support for the business environment comprised about 14% 
of the total value and was financed entirely through public sector operations. Support for 
increasing SMEs’ access to value chains was small (8% of total value) and was provided almost 
entirely through public sector operations (99.6%). Support for women in business comprised 
47% of ADB’s overall support for SMEs and increased from 14% during 2005–2008 to 46% during 
2009–2012 and 58% during 2013–2017. This support was provided mostly through public sector 
operations (74%); the remaining 26% was provided through NSOs. More details of the operations 
under each intervention are in Chapter 3. 
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ADB = Asian Development Bank, CPS = country partnership strategy, SME = small and medium-sized enterprise. 
Source: Evaluation team.  
 
55. By ADB region, SME operations were concentrated in Central and West Asia and 
South Asia, which accounted for nearly 80% of the total finance provided. Central and West 
Asia received 43% of total finance ($2.3 billion), and South Asia over one-third ($1.9 billion). 
Taken together, India and Kazakhstan accounted for 44% of total financing. India ($1.3 billion, 
24% of the ADB total) and Kazakhstan ($1.1 billion, 20%). The India program included several 
projects of $200–$250 million, while the Kazakhstan program included a multitranche financing 
facility (MFF) of $500 million and a program loan of $200 million. Appendix 2 shows the portfolio 
by country and by ADB’s five operational regions.  
 
56. While ADB’s support for SMEs was spread over 25 countries, in fact 10 countries received 
over 80% of the total financing. After India and Kazakhstan, the other major recipient countries 
were Uzbekistan, Bangladesh, Sri Lanka, Georgia, Azerbaijan, Mongolia, the People’s Republic of 
China (PRC), and Viet Nam–all of which accounted for between $185 million and $360 million. 
In contrast, Pacific island countries, Myanmar, Bhutan, Lao People’s Democratic Republic (Lao 
PDR), and Maldives, each received from a few hundred thousand dollars to a few million dollars 
in total. Pacific island countries received, altogether, $13 million (0.2%) for five operations.  

 
57. By level of development, ADB’s support for SME operations tended to concentrate 
on countries with easier conditions for business, e.g., with higher per capita income and 
more developed financial sectors and private sectors. SME operations were concentrated in 
countries eligible for both OCR and ADF funding (54% of the total) and OCR-only countries (36%), 
while ADF-only countries and cross-regional operations comprised the remaining 10%.39 ADB 
operations were mostly directed at countries with a higher level of financial sector development 
according to the Financial Development Index.40 These countries accounted for almost 58% of 
ADB financing, compared with 23% to countries with a medium level of financial sector 

                                                
39 ADB classifies its DMCs into three groups based on gross national income per capita and the country’s creditworthiness. 

Group A with access to ADF only, group B with access to both ADF and OCR, and group C with access to OCR only. 
Group A countries: Afghanistan, Bhutan, Cambodia, Kiribati, Kyrgyz Republic, Lao PDR, Maldives, Marshall Islands, 
Myanmar, Nauru, Nepal, Samoa, Solomon Islands, Tajikistan, Tonga, Tuvalu, Vanuatu. Group B countries: Armenia, 
Bangladesh, Georgia, India, Federated States of Micronesia, Mongolia, Pakistan, Palau, Papua New Guinea, Sri Lanka, 
Timor-Leste, Uzbekistan, Viet Nam. Group C countries: Azerbaijan, the PRC, Cook Islands, Fiji, Indonesia, Kazakhstan, 
Malaysia, the Philippines, Thailand, and Turkmenistan. Source: ADB. 2018. Operations Manual Bank Policies and 
Procedures Section A1. Manila. 

40 The Financial Development Index is a ranking of countries on the depth, access, and efficiency of their financial 
institutions and financial markets. The index was developed by the International Monetary Fund. 
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development, and 8% to countries with a low level. In private sector development, the portfolio 
was distributed almost equally among the high, medium, and low groups (Appendix 2).41  
 
58. Figure 4A shows the country average share of SME financing in finance sector operations 
and Figure 4B shows SME financing share of ADB total by ADB’s country classification, finance 
sector index, and private sector development index (PSDI). OCR-only countries had much higher 
SME financing share of both finance sector operations (52%) and of the ADB total (7.5%). 
Likewise, countries with a high PSDI ranking had the highest shares, 76% of finance sector 
operations and 13% of the ADB total. By the finance sector index, countries with a higher ranking 
had higher SME financing shares of the ADB total (6.1%) compared with those with medium 
rankings (5.9%) and with low rankings (5.4%). For detailed specific values and ranges, see 
Appendix 2, Tables A2.9-A2.10.  
 

 
 
 
 
 
 
                                                                                                                                                                            
 
 
 
 
 
 
 
 
 
      
 
 
 
59. By financing modality, support was focused on providing credit lines for onlending 
to SMEs through PFIs. As shown in Appendix 2 (Table A2.11), stand-alone credit lines for 
onlending to SMEs through PFIs—about $2.4 billion or 42% of the total portfolio dominated 
operations during the evaluation period as well as during each sub-period. Next was sector 
development programs that included an investment component ($1.5 billion, 28%).42 Use of 
other instruments (policy-based loans, equity investments, and credit guarantees) was more 
limited (combined total about $1 billion, 19%). Credit guarantees have not been used as an 
instrument for SME operations since 2010.43 Equity operations accounted for $415.5 million 
(7.8% of total financing) through 19 operations. 
 
60. Use of advisory grants and capacity building TA projects was limited ($51 million, 1%). 
More specifically, 17 business environment operations had associated TA support, 49 access to 
finance operations, 6 access to value chains operations, and 24 women in business operations. 
More details by sub-period are provided in Appendix 2, Table A2.12. 
                                                
41 The PSDI is calculated as the ratio of the country's Doing Business rank to the total number of economies under study 

in a given year in the Doing Business annual report by the World Bank. The lower the PSDI, the higher the country's 
level of private sector development. 

42 Most project loans also had substantial elements used as financial intermediary loans. However, there are no specific 
data for these loans.  

43 The last ADB credit guarantee operation was approved in 2010 for the Small Industries Development Bank of India. 
This project was cancelled in February 2013. 

51.6

29.3

75.6

31.6 33.6 36.436.5

44.9

24.3

10

20

30

40

50

60

70

80

ADB Classification FS Index PSD Index

Pe
rc

en
t

Figure 4A: Share of SME Financing to Finance 
Sector Operations - Country Average

A B C

7.5

6.1

12.6

4.9
5.9

4.44.1

5.4

2.9

2

4

6

8

10

12

14

ADB Classification FS Index PSD Index

Pe
rc

en
t

Figure 4B: Share of SME Financing to ADB Total 
Country Average

A B C

A = ordinary capital resources-(OCR) only for Asian Development Bank classification, high for finance sector (FS) index 
and private sector development (PSD) index; ADB = Asian Development Bank; B = OCR and Asian Development Fund 
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and PSD index; FS = finance sector, PSD = private sector development; SME = small and medium-sized enterprise. 
Source: Evaluation team compiled from the Asian Development Bank operations database. 
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61. By sovereign and NSOs, overall ADB support was divided almost equally. During 
2005–2008, most support was through NSOs (72% of the total SME financing compared with 
28% for sovereign operations). This evened out during 2009–2012 (48% NSOs and 52% 
sovereign) and 2013–2017 (51% NSOs and 49% sovereign). In 2017, almost the entire portfolio 
was NSOs (Appendix 2, Table A2.13). The evaluation could not find clear reasons for the changes 
in the composition of sovereign and NSOs over time. This was not explained in the CPSs reviewed. 
ADB does not have a corporate strategy for SME operations that might have explained this. 
 
62. ADB is one of the largest among development partners supporting SME 
development in many ADB member countries. Development partners provided support in 
various areas, but coordination is often loose and there are overlaps, especially in providing credit 
lines. Appendix 3 presents details about donors’ programs in the five case countries for this 
evaluation. 
 

D. Chapter Summary 
 
63. SMEs comprise a large part of all enterprises (20%–30%) in ADB DMCs and are generally 
believed to play a significant role in poverty reduction and inclusive economic growth. They face 
multiple external and internal constraints on their performance due to policy and market failures. 
Among those cited by SMEs are administrative systems that add costs to doing business, limited 
access to finance, and limited access to product markets. Many governments and development 
agencies in the region support public interventions to address these constraints. 
  
64. Despite having no sector strategy or policy for its support for SMEs, during 2005–2017, 
ADB committed $5.3 billion, about 3.7% of its overall financing to support SMEs in the region. 
The increase in SME operations in recent years is not correlated with the discussion of the SME 
sector in CPSs. In the absence of strategic guidance on the distribution of SME support across 
countries with different levels of economic development and for different objectives, in practice, 
support was provided predominantly to countries at a higher level of development. Efforts 
primarily focused on improving SMEs’ access to finance, particularly on providing intermediary 
loans for onlending to SMEs (about half of the total financing). ADB often is one of the largest 
among development partners supporting SME development in many ADB member countries. 
Donor coordination is often loose and there are overlaps, especially in providing credit lines. 
 

 
 



CHAPTER 3 
 
Performance and Results of ADB’s Small and 
Medium-Sized Enterprise Operations
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HIGHLIGHTS 
 
Performance and results:  
 Business environment operations made developmental contributions in Armenia, Bhutan, Cambodia, 

Lao PDR, and Viet Nam. 
 Efforts to improve SMEs’ access to finance did not have significant catalytic or demonstration effects.  
 The results of operations supporting SMEs’ access to value chains are as yet unclear.  
 The results of support for women in business varied widely from reasonably good (Armenia, 

Bangladesh, Viet Nam) to rather poor (India and Pakistan). 
 
Approaches to supporting SMEs: 
 Operations to improve the business environment broadly addressed underlying structural problems and 

barriers to SMEs and were more likely to foster long-term sustainable growth of SMEs.  
 Targeted support through onlending access to finance operations mostly benefited SMEs that were in 

better position than those truly in need of support.  

 
65. This chapter presents the key findings from an assessment of the performance and results 
of SME operations supported by ADB. Performance was assessed using the evaluation criteria of 
relevance, effectiveness, and efficiency as described in the evaluation methods in Chapter 1. 
Results were based on completed operations and country evidence of the contributions that the 
operations supported by ADB made to sector development, as illustrated in the theory of change 
presented in Chapter 1. These assessments aim to answer the evaluation’s two questions: (i) To 
what extent did ADB’s support contribute to the growth of SMEs in the region, including women-
led SMEs? and (ii) To what extent, in what ways, and under what conditions did ADB support for 
SMEs improve the business environment, and increase access to finance and to value chains for 
SMEs, including women-led SMEs? 
 
66. Of the 70 completed operations with 
completion reports, 36 were validated or 
evaluated by IED through PVRs and/or PPERs. 
The remaining 34 were validated 
provisionally for this evaluation. Based on 
these provisional validations, overall, SME 
operations had a success rate of 64%, with 
72% for sovereign operations and 55% for 
NSOs. By comparison, the success rate of all 
operations ADB-wide (not including those 
supporting SMEs) during 2005–2014 was 
72%, with almost no difference between 
sovereign and NSOs (Figure 5). The 
corresponding success rates of completed 
finance sector operations (not including 
those supporting SMEs) was 48% (47% for 
sovereign operations and 50% for NSOs).44  
 
 
 
 
 

                                                
44  The success rates of ADB-wide operations (not including those supporting SMEs) are based on 238 completed 

operations (198 sovereign and 40 nonsovereign) with validations or PPERs by IED. The success rates of finance sector 
operations (not including those supporting SMEs) are based on 29 completed operations (19 sovereign and 10 
nonsovereign) with validations or PPERs by IED. These projects were approved during the same period (2005–2014), 
as were the completed SME operations. 
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A.  Business Environment Operations 
 
67. During 2005–2017, ADB’s support to improve the business environment for SMEs 
included 10 program loans ($385 million), 7 project loans ($174 million), 1 credit line ($50 
million), 7 grants ($107 million), and 45 TA projects ($32 million). On average, about $62 million 
was financed per year. Twenty-nine operations ($224 million) were completed and self- and/or 
independent evaluations were prepared for these (Table 7).  
 

 
68. Overall, the evaluation found that operations supporting the business environment 
performed well with an overall success rate of 83.3%, above the average for ADB-wide operations 
(not including those supporting SMEs) approved during the same period (72%). The success rate 
improved over time from 77% during 2005–2008 to 82% during 2009–2012 to 100% during 
2013–2017 (based on five completed operations). Business environment operations helped 
improve the policy environment and legal frameworks and reduced the regulatory burdens and 
beaurocratic red tape for SMEs. The results for improving support institutions were less obvious, 
especially for promoting sustainable BDS for SMEs. ADB’s contribution to SME growth in the 
region was generally modest (e.g., the SME growth rate in Armenia was 1% during 2013–2016 
and in Viet Nam it was 5% during 2010–2016, compared with the average growth rate of 5% in 
20 countries in Asia and the Pacific during 2011–2014). Development results depended on the 
level of effort and the government commitment to reform. 
 

1. Performance of Business Environment Operations45 
 
69. Relevance. ADB’s support for the business environment during 2005–2017 was generally 
well-aligned with governments’ development priorities and ADB’s country and corporate 
strategies, which promoted policy support for an enabling business environment for SMEs.46 The 
mix of activities generally matched the well-documented poor business environment and lack of 
capacity of many PFIs and SMEs in the countries supported. Of the 70 business environment 
operations provided, the evaluation rated 63 relevant (90%) and 7 less than relevant.  
 
70. Business environment operations were financed mostly by policy-based loans (about half 
of total financing). This was followed by project loans with both policy and investment 

                                                
45  Summary performance scores are in Appendix 2, Tables A2.14–15. The summary assessment is provided in Appendix 

7, Linked Document B, and a full discussion in Supplementary Appendix C. 
46  ADB. 2008. Strategy 2020. The Long-Term Strategic Framework of the Asian Development Bank 2008–2020. Manila; 

ADB. 2011. Financial Sector Operational Plan. Manila. 

Table 7: Evaluation of Business Environment Operations 

Items 
Overall 

2005–2017 
 

2005–2008 
 

2009–2012 
 

2013–2017 
Amount Provided ($ million) 747.50 281.70 77.63 388.17 
Number of Operations (SO|NSO) 70|0 19|0 16|0 35|0 
Number of Countries  21 10 7 15 
Completed Operations with Self Evaluation          

Value ($ million) 223.70 125.50 46.96 51.19 
Number of Operations (SO|NSO) 29|0 12|0 12|0 5|0 

Overall Success Rate by IED Evaluation (%) 83.3 76.9 82.3 100.0 
Sovereign Operations 83.3 76.9 82.0 100.0 
NSOs - - - - 

- = not applicable, IED = Independent Evaluation Department, NSO = nonsovereign operations, SO = sovereign 
operations. 
Sources: Evaluation team compiled from the Asian Development Bank operation databases. Appendix 7, Linked 
Document B, Figure 1 and Tables 1–4 report the annual approvals and operation distribution by country, region, 
and financing modality. 
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components, and sometimes by a line of credit (about 25% of the total financing). Grants (14% 
of total financing) and TA projects (4%) were provided to support the achievement of policy 
actions. Stand-alone credit lines were hardly used, except in the case of one project valued at 
$50 million in Sri Lanka that was approved in 2007 and closed in 2012.47 This project shows it is 
possible to use credit lines for business environment improvements by including such 
improvements in the design (e.g., strengthening PFIs’ capacity for lending to SMEs outside the 
main cities and the bankability of these SMEs).  
 
71. Efforts included support in formulating national policies and laws for SMEs (Armenia, 
Bhutan, Cambodia, Kyrgyz Republic, Lao PDR, and Viet Nam). In the regulatory and 
administration area, work focused on reforming the regulatory system and procedures for 
business registration and licensing (Armenia, Cambodia, Kyrgyz Republic, Lao PDR, the 
Philippines, Tajikistan, and Viet Nam), improving the tax administration for SMEs (Cambodia, Lao 
PDR, the Philippines, Tajikistan, Kyrgyz Republic, and Viet Nam), strengthening the transparency 
and accountability of the administrative system to reduce operational costs for businesses (Kyrgyz 
Republic, Tajikistan, and Viet Nam), and simplifying customs policies (Lao PDR and Viet Nam).   

 
72. Interventions to improve institutional support were mostly financed through project 
loans and included developing a credit information system (Cambodia and Maldives) and setting 
up a secured transactions registry for SMEs (Viet Nam). 48  Support for BDS included direct 
business development and advisory services to enterprises, covering training, consultancy, 
product development, access to markets and business links (Bangladesh and Pacific island 
countries); building the capacity of BDS providers (Uzbekistan); and strengthening the capacity 
of national agencies for SMEs (Armenia). ADB also supported the upgrading or modernization of 
payment systems in Cambodia, Kyrgyz Republic, and Maldives through policy reforms to facilitate 
e-commerce and payments, reducing the cost of doing business (Appendix 7, Linked Document 
B).  

 
73. Effectiveness. Most completed business environment operations that were evaluated 
delivered outputs such as draft national policies, laws, and regulations as planned. Of the 29 
completed operations evaluated, 24 (82%) were assessed to have achieved outcomes and sector 
impacts and were rated effective or highly effective (one operation). The other five were assessed 
as not having fully met outcomes and impacts and were rated less than effective. 
 
74. The completed business environment operations supported by ADB contributed to 
improvements in terms of the policy frameworks that were established, and improvements in the 
regulatory and administrative systems and procedures. In Armenia, business environment 
operations contributed to the formulation of a national strategy for SME development approved 
by the government on 1 October 2015.49  
  
75. In Bhutan, the business environment operations led to the adoption of a micro, small 
and medium enterprise policy, strategy, and plan in 2012. In Cambodia, an SME development 
framework was adopted in 2008, and an inter-agency body was established to implement the 
framework. In Viet Nam, business environment operations were mainly supported through 
policy-based loans and these helped the preparation of a white paper on SMEs in 2011 that 
became a significant input to a new SME law approved by Parliament on 12 June 2017. The new 

                                                
47  ADB. 2007. Report and Recommendation of the President on the Proposed Small and Medium Enterprise Regional 

Development Project. Manila. 
48  ADB also supported secured transactions reform in Solomon Islands and other Pacific countries under the PSD initiative 

(ADB. 2013. Technical Assistance for the Pacific Private Sector Development Initiative, Phase III. Manila).  
49 Government of the Republic of Armenia. 2015. Strategy for Small and Medium Entrepreneurship Development. 

Yerevan.  
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SME law includes a definition of women-owned businesses.50 More details of these programs are 
provided in Box 4.  
 

 

                                                
50 "Women-owned SMEs are those in which at least 51% of charter capital are owned by one or more than one women, 

and in which at least one of the women owners manage and direct the enterprise". Article 3.1. Viet Nam SME Support 
Law 2017. 

Box 4: Lessons from SME Programs: Viet Nam and Bhutan 
 
1. Viet Nam Country Program  

 
During 2005–2017, the Asian Development Bank (ADB) provided $186.5 million to support the small and medium-sized 
enterprise (SME) sector in Viet Nam. The program comprised $112.3 million of sovereign financing and $145 million of 
nonsovereign financing and was designed to improve the business environment and access to finance of SMEs. Efforts 
focused on business registration and licensing, SME planning and policy framework, SME accounting systems, secured 
transactions, access to land, leasing, technical standards, and tax administration.  
 
The program contributed to positive results, including the passing of a new SME law in 2017, a reduction in the cost 
of starting a business, an increase in the number of newly registered enterprises, longer-term credit to SMEs, and a 
greater share of SME exports in gross domestic product during 2005–2016. The annual average growth in micro, small 
and medium-sized (MSME) businesses was 5% from 2010 to 2016. The 2017 SME law included a definition of women-
owned SMEs. The percentage of women entrepreneurs with access to credit increased from 9% in 2009 to 25% in 2013, 
with over 286,000 women entrepreneurs having access to bank loans.  
 
The key factors contributing to the good performance of ADB operations in Viet Nam were: (i) strong government 
ownership of the program; (ii) a sustained programmatic approach to addressing key issues; (iii) close consultations 
with stakeholders, including women; (iv) policy actions that had long lasting effects particularly laws and regulations 
that were promulgated; and (v) technical assistance (TA) projects that supported achievement of policy actions. 
 
2. Bhutan MSME Sector Development Program  

 
The private sector in Bhutan comprised mainly of MSMEs. However, the sector remained weak and had yet to generate 
employment opportunities. Its development was constrained by (i) lack of suitable policy and supporting institutional 
framework; (ii) lack of enabling environment for businesses to operate, such as inadequate laws and regulations; (iii) 
limited access to finance; (iv) limited business infrastructure such as business development services; and (v) lack of legal 
and organizational frameworks for standards and quality control.  
 
In November 2007, ADB approved the MSME Sector Development Program to address these constraints to promote 
MSME development. The program consisted of a $6 million program grant to support the reforms; and a $9 million 
project grant to extend credit assistance to MSMEs as a cost-sharing facility (CSF) to provide technical support and 
knowledge transfer to growth-oriented businesses, capacity support for program implementation and institutional 
capacity building.  
 
The program helped with the (i) adoption of the MSME Policy, Strategy, and Action Plan in 2012; (ii) approval by 
Parliament of the Bhutan Standards Act; (iii) establishment of the Bhutan Standards Bureau; and (iv) adoption of a 5-
year business plan. The program improved enabling environment for doing business and greater access to key resources. 
The number of days and procedures in setting up a new business was reduced from 62 to 36 days. The share of MSME 
in total portfolio reached 35%, exceeding the target of 25%. The CSF was fully operationalized with at least 250 private 
sector businesses assisted during program implementation.  
 
Key success factors were: (i) clearly defined tranche release criteria, (ii) complementarity of program components, (iii) 
close consultations with stakeholders on the policy reforms, and (iv) support for institutional capacity building.  
 
Sources: Evaluation team compiled form relevant project documents of Viet Nam SME program; IED. 2014. Validation Report 
Bhutan Micro, Small and Medium-Sized Enterprise Sector Development Program. Manila: ADB.  
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76. Policy-based loans were effective in achieving intended reforms in policy, legal, 
regulatory, and administrative frameworks.51 The factors contributing to the effectiveness of PBLs 
were strong government ownership, policy actions that had long lasting effects, and TA support 
for the attainment of policy actions. Project loans and credit lines were less effective in achieving 
envisaged outcomes. These operations often had the business environment as one component 
or business environment features incorporated in the design, but business environment reforms 
were usually not the focus resulting in shortfalls in expected outcomes.52 The lack of focus on 
business environment reforms and the weak link between outputs and outcomes and eventually 
impacts were key factors for the less than effective performance of project loans and credit lines.  
 
77. TA projects and grants were the most effective financing modality. These instruments 
financed advisory support that focused on specific areas such as business registration and 
women’s participation. The key factors for the good performance of TA projects and grants were 
strong stakeholder support, clearly defined deliverables based on specific areas of reform 
identified at the outset, and close coordination of executing and implementing agencies. Overall, 
business environment operations were effective. 
 
78. Efficiency. Operations to improve the business environment were generally efficient in 
terms of the use of resources. Completed business environment operations had no, or very minor, 
cost overruns. Overall, 70% of funds utilized in completed operations achieved the intended 
outcomes.53 The one completed credit line that was provided as part of business environment 
support was unsatisfactory as the credit facility did not fully utilize the fund and did not achieve 
the target incremental output of regional SMEs and job generation (Appendix 7, Linked 
Document B, Table 7).54  
 
79. There were delays in processing, disbursements, and implementation. Of the 29 
completed business environment operations, 28 (97%) were delayed. Of these, 16 (56%) were 
delayed by more than 1 year (the ADB average is 38%).55 The delays were due to changes in 
implementation arrangements, changes in scope and design, internal processes of government, 
late completion of needed actions, limited capacity of implementing agencies, longer than 
anticipated recruitment of consultants, high consultant turnover, and lack of familiarity with ADB 
procedures and policies. On average, business environment operations were closed 1.4 years later 
than envisaged at appraisal, with grants delayed by an average of 21 months and TA projects by 
18 months (the ADB average is 1.8 years). The first disbursement of loans from ADB to borrowing 
governments took 6–18 months from ADB Board approval. For TA projects, fielding of the first 
consultant on average took 6 months longer than planned (Appendix 7, Linked Document B). 
Overall, of the 29 completed business environment operations, 10 (34%) were rated efficient.  
 
80. Over time, the performance rating by each assessment criterion (relevance, effectiveness 
and efficiency) of business environment operations improved, notably for the effectiveness rating 
(Figure 6). The main driver of the improvement in the relevance criterion scores was an 
improvement in the design sub-indicator, which increased from 1.4 out of 3 points during 2005–
2008 to 1.7 during 2009–2012 and to 2.0 during 2013–2017 (Appendix 2, Tables A2.14). Recent 
operations had a better analysis of constraints and focused more on addressing key bidding 
issues. More PBLs were directed at the development of the SME sector, credit lines to address 

                                                
51 Of three completed PBL operations with PCRs, only one was less than effective. Specifically, Subprogram II of the Viet 

Nam SME Development Program that achieved only half of the target outputs and outcomes.  
52 Examples are the Sri Lanka Small and Medium Enterprise Regional Development Project and Pakistan Rural Enterprise 

Modernization Project.  
53 The percentage of fund utilization with achieved outcomes over the total financing was used as proxy indicator for 

economic efficiency. 
54 IED. 2014. Validation Report. Sri Lanka: Small and Medium Enterprise Regional Development Project. Manila: ADB. 
55 ADB. 2017. Development Effectiveness Review 2016. Manila. The delay of more than 1 year in 38% of ADB’s projects 

was for projects approved during 2008–2011. 
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business environment issues were discontinued, and there was greater use of TA projects in 
2013–2017 to support reforms and institutional development. 
 
81. The improvement in the effectiveness 
rating score was mainly due to improved 
delivery of outputs, outcome, and sector 
impacts after 2008 particularly from PBLs, TA 
projects, and grants and a shift away from the 
use of project loans and credit lines which did 
not have business environment reforms as the 
focus. All operations in the second and third 
sub-periods delivered their intended outputs. 
During the second sub-period, 10 out of 11 
operations were assessed to have achieved 
sector impact and all the 5 operations in the 
third sub-period achieved sector impact. The 
improvement in the efficiency rating was due to 
better utilization of funds to achieve intended 
outcomes. During the first sub-period 6 out of 
12 operations (50%) utilized the fund efficiently 
(i.e., at least 75% of the fund was disbursed 
within the expected time line). This increased to 
9 out of 12 operations (75%) during the second 
sub-period and 4 out of 5 (80%) during the third 
sub-period (Appendix 2). 
 

2. Results of Business Environment Operations 
 

82. In countries with ADB support (Armenia, Bhutan, Cambodia, Lao PDR, and Viet 
Nam), the business environment operations contributed to improvements in the policy and 
legal frameworks for SMEs and sector growth. Previously, there had been no clear policy or 
unified legal framework for the development of the SME sector in these countries. Policies were 
diverse, and programs were not well integrated or coordinated. 
  
83. In Armenia, following the approval of the SME development strategy activities 
supporting SMEs were aligned with the objectives of the new strategy, including preparation of 
regulatory impact assessments,56 provision of credit guarantees for start-ups, development of 
entrepreneurial capacity, and improving public private sector dialogue.57 In Bhutan, the adoption 
of the micro, small and medium-sized enterprises (MSME) plan in 2012 provided a comprehensive 
strategy for addressing the constraints of the sector, which was lacking prior to ADB’s assistance. 
In Lao PDR, the business environment operations resulted in the adoption of an SME 
development plan in 2011 which promoted women entrepreneurs and led to regulatory impact 
assessments to improve the business environment for SMEs. In Viet Nam, ADB-supported 
business environment operations contributed to an improvement in Viet Nam’s Doing Business 
ranking from 99 in 2012 to 82 in 2016 to increases in the numbers of businesses registered, 
including in the number of women-owned SMEs, and to more employment in SMEs and the 
private sector. Overall, business environment operations contributed to the formulation and 
streamlining of national SME strategies, policies, and plans in all countries with ADB support. 

                                                
56 Regulatory impact assessment is a systemic approach to critically assessing the positive and negative effects of 

proposed and existing regulations and non-regulatory alternatives. It is an important element of an evidence-based 
approach to policy making.  

57 ADB. 2015. Progress Report on Tranche Release Armenia Women’s Entrepreneurship Support Sector Development 
Program (Second Tranche). Manila.  
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This was reflected in a general improvement in the Doing Business rankings in these countries 
(Table 8). 
 

Table 8: Indicative Results of Policy and Legal Framework Operations 

Country 
Main Contribution of ADB-

Supported Operations 

Doing Business Rankinga 

SME Growth 
2005 

(n=155) 
2016 

(n=190) 
Armenia National strategy for SMEs, 

2015 
46 38 Annual compound growth at 

1% during 2012-2015.b 
Bhutan MSME policy, strategy, and 

plan, 2012 
104 73 Not available. 

Cambodia SME development 
framework, 2008 

133 131 Number of SMEs registered 
per month increased from 61 
in 2004 to 245 in 2008.c 

Lao PDR SME development plan, 2011 147 139 Number of registered SMEs 
increased from 41,000 in 
2009 to 91,077 in 2012.d 

Viet Nam SME law, 2017 99 82 Annual average growth at 5% 
from 2010 to 2016.e 

ADB = Asian Development Bank; Lao PDR = Lao People’s Democratic Republic, MSME = micro, small, and medium-
sized enterprise; n = number, SME = small and medium-sized enterprise. 
Sources: 
a World Bank. 2006. Doing Business in 2006: Creating Jobs. Washington, D.C.; World Bank. 2017. Doing Business 2017: 
Equal Opportunity for All, Washington, D.C. 

b Ministry of Economy, Republic of Armenia.  
c ADB. 2010. Technical Assistance Completion Report Capacity Building for SME Development Phase II (Cambodia). 
Manila. 

d ADB. 2011. Completion Report. Private Sector and Small and Medium Enterprises Development Program (Subprograms 
I and II); ADB. 2013. Policy-Based Loan and Technical Assistance for Subprogram 2 Second Private Sector and Small 
and Medium Sized Enterprises Development Program (Lao People’s Democratic Republic). Manila. 

e Data collected during the country evaluation mission to Viet Nam conducted for this evaluation.  
 
84. Nevertheless, business environment operations that were reviewed contributed to only 
modest SME growth in Armenia, Bhutan, and Viet Nam. In Armenia, the number of SMEs grew 
by an annual compound growth rate of 1% during 2013–2016.58 In Bhutan, there were no data 
available on the growth in the number of SMEs. However, data on the contribution of the private 
sector to the average annual growth of GDP, a proxy indicator, indicated a moderate increase 
from 17% before the program to 20% during the program.59 In Viet Nam, the number of MSMEs 
grew by a 5% annual average growth rate from 2010–2016.60 By comparison, SMEs across the 
20 countries with data available in the region had an average of 5% growth for 2011–2014.61 
 
85. In Cambodia, the number of newly registered enterprises rose from an average of 61 per 
month in 2004 to a high of 245 per month in 2008, leading to a significant increase in the 
number of established SMEs.62 In Lao PDR, the number of formally registered SMEs increased 
from 41,000 in 2009 to 91,077 in 2012, another significant increase.63 Unfortunately, despite 
the growth in registered enterprises, these countries continued to lag in the Doing Business 
rankings (Appendix 7, Linked Document B, Table 8).  
 
                                                
58 Ministry of Economy, Republic of Armenia. 
59 IED. 2014. Validation Report. Bhutan Micro, Small and Medium-Sized Enterprise Sector Development Program. Manila: 

ADB.  
60 Data collected during the country evaluation mission to Viet Nam. 
61 ADB. 2015. Asia SME Finance Monitor 2014. Manila. 
62 ADB. 2010. Technical Assistance Completion Report. Capacity Building for SME Development Phase II (Cambodia). 

Manila.  
63 ADB. 2011. Completion Report. Private Sector and Small and Medium Enterprises Development Program (Subprograms 

I and II). Manila; and ADB. 2013. Policy-Based Loan and Technical Assistance for Subprogram 2 Second Private Sector 
and Small and Medium Sized Enterprises Development Program (Lao People’s Democratic Republic). Manila.  



Performance and Results of ADB’s SME Operations 31 
 

 

86. ADB support for operations to improve the regulatory and administrative processes 
helped reduce bureaucratic red tape, better administrative procedures, and more efficient 
business registration and licensing. ADB’s support for regulation and administration was 
provided to Armenia, Bhutan, Cambodia, Kyrgyz Republic, Lao PDR, the Philippines, Tajikistan, 
and Viet Nam. Efforts were concentrated on reforming business registration and licensing, and 
ADB’s support contributed to improvements in regulatory efficiency and administration in the 
recipient countries. Previously, these countries had been characterized by burdensome processes 
for business registration and licensing, which resulted in a high cost of compliance. 
Improvements included fewer procedures, a reduction in the number of days required to start a 
business, and lower compliance costs (Appendix 7, Linked Document B).   

 
87. Operations to improve the business environment successfully addressed the high cost of 
tax compliance in Armenia, Kyrgyz Republic, Tajikistan, and Viet Nam. Tax administration in these 
countries was complicated and burdensome to enterprises, leading to high compliance costs. 
The operations simplified accounting, taxation systems and procedures for SMEs and the 
countries supported were able to improve their tax administration (Appendix 7, Linked Document 
B). ADB support to Viet Nam to simplify customs policies and procedures led to improvements in 
the time and cost to export from 2016 to 2017 (Appendix 7, Linked Document B).  
 
88. Operations to improve the institutional support infrastructure for SMEs had mixed 
results. ADB support for credit information systems, secured transactions registries, and capacity 
development of PFIs delivered positive results. However, there was no clear evidence that support 
for BDS for entrepreneurs delivered the intended development results.   

 
89. ADB contributed to an improved credit environment in the recipient countries, many of 
which lacked modern collateral registries, credit reporting systems or credit bureaus. Business 
environment operations helped develop a credit information system in Cambodia and Maldives, 
and modernized secured transactions registries in Cambodia, Maldives, and Viet Nam improving 
financial access for firms. Indicators on access to credit in these countries generally improved 
over time (Appendix 7, Linked Document B). While these positive trends in the indicators cannot 
be solely attributed to ADB operations, it is likely they contributed to the improved credit 
environment. 

 
90. Support for BDS was limited and there is no clear evidence to show that it delivered the 
intended development results, although there is also no clear evidence that it did not. The design 
of operations supporting BDS for SMEs defined their results mainly in terms of outreach, e.g., 
the number of enterprises reached by the services or training delivered. More appropriate 
indicators covering SME performance, access to markets, competitiveness and profitability were 
not monitored and measured. For example, in Uzbekistan, improvements to entrepreneurial 
capacity were measured mainly in terms of number of entrepreneurs trained and number of 
trained entrepreneurs that accessed credit.64 In the Pacific, the performance of business advisory 
services was measured by the number of enterprises that accessed bank financing and the 
services provided. 65  In Pakistan, the envisaged self-funding BDS company was not realized 
because of the immature markets for BDS.66 The sample SME and PFI surveys conducted for this 
evaluation indicated that only a small fraction of SMEs received training. More PFIs received 
training (Table 9). Although only a few SMEs received training, the sample survey indicated that 
those that received training in Armenia adopted 60% of the learning while in India the figure 
was 81%, indicating the training was generally beneficial to SMEs.  

                                                
64 IED. 2017. Performance Evaluation Report. Uzbekistan Second Small and Microfinance Development Project. Manila: 

ADB.  
65 ADB. 2014. Establishment of the Pacific Business Investment Trust Fund and Technical Assistance for the Pacific Business 

Investment Facility. Manila.  
66 ADB. 2010. Completion Report. Pakistan Rural Enterprise Modernization Project. Manila.  
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91. Capacity development support 
for PFIs and partner institutions helped 
improve their capacities for SME 
operations. Operations in Kazakhstan 
strengthened the capacity of the Damu 
Entrepreneurship Development Fund 
(Damu). 67  Damu’s business processes 
were streamlined for greater efficiency, 
corporate governance was 
strengthened, credit risk assessment 
capability was enhanced, and capacity 
for due diligence of partner banks was 
increased. 68  The TA projects helped 
Damu receive its own credit rating, 
which allowed the agency to gain 
potential access to other sources of 
financing. In Uzbekistan, TA provided to 
PFIs helped strengthen their capacity for 
MSME credit appraisal and gender 
sensitivity. A TA project helped improve 
the PFIs capacity to expand their loan 
portfolio, adopt a gender policy, and 
establish gender focal points to support 
gender mainstreaming. 69  In Armenia, 
awareness training on women’s 
constraints to financing was provided to PFIs and 70% of the loans provided were for women 
entrepreneurs.70  

 
92. TA operations generally contributed positively to operational performance and 
sector results.71 Of the six completed business environment operations with TA support, five 
were successful, and of the three completed business environment operations with no TA 
support, two were assessed successful. In Armenia, a TA project contributed to improving the 
business environment for women entrepreneurs. Women-owned SMEs increased from 12% in 
2005 to 15% in 2013 and the percentage of firms with female top managers increased from 14% 
in 2008 to 19% in 2013.72 In Cambodia, a TA project resulted in a rise of the number of newly 
registered enterprises from 61 per month to 245 per month during project implementation.73 In 
Lao PDR, a TA project contributed to the institutionalization of the regulatory impact assessment 
(RIA), the establishment of a RIA center, and the embedding of RIA in the Law in Making 
Legislation of 2012.74 A RIA national strategy was adopted in 2014, which sought to promote 
regulatory efficiency and remove burdens for SMEs. These were significant developments 

                                                
67 Damu is the apex development financial institution established by the government of Kazakhstan to support the 

development of SMEs and ensure better use of public funds allocated to these enterprises. It implements the 
government’s access to credit programs for SMEs.  

68 ADB. 2014. Technical Assistance Completion Report. Improving Capacity to Support SME Development (Kazakhstan). 
Manila.  

69 ADB. 2013. Technical Assistance Completion Report. Capacity Building for Microfinance Development Uzbekistan. 
Manila.  

70 Based on data as of 31 October 2017 provided by Central Bank of Armenia-German Armenian Fund.  
71 This finding was based on 20 completed TA projects with completion reports, which comprised 16 (80%) stand-alone 

TA projects, 3 (15%) attached to access to finance projects, and 1 (5%) attached to a business environment project.  
72 ADB. 2017. Technical Assistance Report. Armenia Capacity Building for Women’s Entrepreneurship Support. Manila.  
73 ADB. 2006. Technical Assistance Completion Report. Cambodia Capacity Building for SME Development Phase II. 

Manila.  
74 ADB. 2012. Implementing Regulatory Impact Assessment. Manila.  

Table 9: Training for SMEs and PFIs 
Training Armenia India 

SME Training (%)a n=175 n=100 
Loan Proposal Preparation 4 0 
Business Planning and Preparation 17 61 
Cashflow and Financial Management 12 0 
Understanding Financial Products 7 1 
Understanding Mobile/Internet Banking 0 1 
Skills Training (non-financial) 4 29 
Technology Transfer 4 4 
Number of PFI Trainingb n=8 n=4 
Short-Term Staff Trainings 4 2 
Long-Term In-house Capacity Building 
(e.g., Resident Advisors) 

2 1 

Trainings for SME Clients 0 1 
Evaluation/Analysis of Your Institution 3 1 
IT/MIS Upgrades 0 4 
Credit Scoring/Expert Decisioning  1 1 
IT = information technology, MIS = management information 
system, n = number, PFI = participating financial institution, 
SME = small and medium-sized enterprise. 
a None of the SME respondents in Mongolia (n=127) or Viet 
Nam (n=650) received training. 
b None of the three PFI respondents in Mongolia received 
training. It could be that PFIs in Mongolia received trainings 
later in 2017 after the survey was completed.   
Source: Sample SMEs and PFIs surveys conducted for this 
evaluation. 
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considering that before ADB’s support firms in Lao PDR had to pay $483 annually to comply with 
basic licenses, a heavy burden for smaller firms.75 In Bhutan, the SME Development Program also 
introduced RIA to support an enabling environment for SMEs. In Viet Nam, a TA project helped 
achieve the policy and regulatory reforms in support of SME development. 
 
93. Business environment operations helped improve the business environment for 
women in business in general, and women-led SMEs in particular, in Armenia and Viet 
Nam, while in other countries there were no demonstrated results. Only Armenia and Viet 
Nam have completed operations that involved the development of an SME policy framework for 
women. In these countries, business environment operations helped improve the environment 
for women entrepreneurs. In Armenia, women’s participation in ownership of firms increased 
during implementation, and the country topped the ranking of Eastern European countries in its 
support of women.76 In Viet Nam, business environment operations supporting policy reforms 
helped increase access in finance for women and led to the formulation of the 2017 SME law, 
which included a definition of women-led businesses. In Bhutan, Maldives, and Uzbekistan, 
support was mainly for capacity building through BDS. These operations measured results in 
terms of the number of women reached by the services and did not track the transformative 
effects of services on women-led SMEs (e.g., the performance of the enterprise, access to markets 
and networks, and profitability). 
 
94. Summary. Business environment reform is complex, operates at different levels and 
takes time. It is a process of meeting challenges over time. Thorough analysis is needed to identify 
the constraints affecting the business environment, identify priorities, and properly sequence of 
reforms. Box 5 summarizes the key lessons and drivers of success drawn from the experience of 
ADB support to improve the business environment for SMEs. More detailed issues can be seen in 
Supplementary Appendix C.   
 

 

B. Access to Finance Operations 
 
95. Of the $4.7 billion provided to improve SMEs’ access to finance during 2005–2017, more 
than half was provided during the last 5 years. On average, $359 million was financed per year. 
Of the operations completed, 47 were self-evaluated (Table 10). 
 
 
 
 
 

                                                
75 ADB. 2009. Options for Regulatory Review Program and Office of Best Regulatory Practice. Manila.  
76 Organisation for Economic Co-operation and Development (OECD). 2016. SME Policy Index: Eastern Partner Countries. 

Paris.  

Box 5: Key Lessons and Success Factors of Business Environment Operations 
 
• Strong government and stakeholder ownership of the program. 
• Close consultations with stakeholders, including women and members of the private sector. 
• Sustained engagement in addressing key issues.  
• Policy actions that triggered long lasting effects on the policy and institutional environment.   
• Technical assistance that supported the capacity development of implementing agencies and the 

achievement of policy actions that specifically address institutional constraints such as regulatory 
and administrative processes and procedures. 

 
Source: Evaluation team. 
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Table 10: Access to Finance Operations 

Items 
Overall 

2005–2017 2005–2008 2009–2012 
 

2013–2017 
Amount Provided ($ million) 4,666.9 893.5 792.5 2,980.9 
Number of Operations (SO|NSO) 46|82 9|30 10|15 27|37 
Number of Countries  22 12 11 18 
Completed Operations with Self-Evaluation      

Value ($ million) 1,451.5 779.9 581.6 90 
Number of Operations (SO|NSO) 16|31 8|24 6|6 2|1 

Overall Success Rate by IED Evaluation (%) 55.3 46.9 75.0 66.7 
Sovereign Operations 56.3 37.5 66.7 100.0 
NSOs 54.8 50.0 83.3 0.0 

IED = Independent Evaluation Department, NSO = nonsovereign operations, SO = sovereign operations. 
Sources: Evaluation team compiled from the Asian Development Bank operations database. Appendix 7, Linked 
Document C, Figures 1-2 show the annual approvals and the distribution by ADB’s country classification and type 
of operation (sovereign or nonsovereign); operations; and Tables 1-3 provide details on operations by country, 
region, and financing modality and in major countries.   

 
96. Over half of access to finance operations performed satisfactorily (55%), well below the 
ADB success rate (72%) for operations not including those supporting SMEs approved during 
2005–2014. The success rate of completed sovereign access to finance operations was 56% while 
for NSOs it was 55%. There was a significant improvement over time from 47% during 2005–
2008 to 75% during 2009–2012 although this dropped to 67% during 2013–2017. Of the 128 
operations assessed for relevance, 63 (49%) were rated relevant. Of the 47 completed operations, 
20 (43%) were effective, 1 was highly effective, and 14 (30%) were efficient (none was highly 
efficient). Access to finance operations primarily focused on addressing SMEs’ limited access to 
financing by providing intermediary loans to PFIs for onlending to SMEs. Operational efforts 
focused on loan disbursement (from ADB to PFIs and to SMEs) with inadequate attention paid 
to development results such as the PFIs’ focus, particularly on underserved SMEs. Many access to 
finance operations helped strengthen the financial position of PFIs but did not benefit the 
underserved SMEs that are truly in need of support because of their small size, newness, or 
inability to borrow from commercial sources. The operations did not have significant sector-wide 
catalytic or demonstration effects although, at the firm level, there were some positive impacts 
as PFIs in Armenia, India, and Mongolia improved their business processes (reduced loan 
processing time and documentation required) and SMEs that borrowed saw increases in 
employment, assets, and sales. 
   

1. Performance of Access to Finance Operations77 
 
97. Relevance. SME access to finance operations were well-aligned with governments’ and 
ADB’s strategies to address the need for SME financing. However, there were many shortcomings 
in the design of these operations and as a result, they were rated less than relevant.  
 
98. ADB’s access to finance operations attempted to address many of the constraints on 
SMEs’ access to finance (Chapter 2 and Appendix 7, Linked Document A). Based on the RRPs 
reviewed, the most frequently mentioned constraints on SMEs’ financing were: (i) the limited 
availability of long-term loans, (ii) weak financial management and loan preparation capacity 
among SMEs, (iii) limited availability of financing for SMEs outside major cities, and (iv) onerous 
collateral requirements for SMEs (Appendix 7, Linked Document C). Access to finance operations 
shared the following common design shortcomings in addressing these constraints. 
 
• Low additionality. Credit lines dominated operations, and the products offered to SMEs 

were mostly standard loans often indistinguishable from existing products in the market, or 

                                                
77 Summary performance scores are provided in Appendix 2, Tables A2.14–15. Summary assessments are in Appendix 7, 

Linked Document C, and the full discussion in Supplementary Appendix D.  
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even in many cases from what PFIs were offering already. The amount of innovation and use 
of more novel instruments was minor, as nearly 80% of access to finance operations 
consisted of loans for onlending to SMEs, as opposed to loans for leases, equity, or risk 
sharing schemes. Of the 128 operations reviewed, the evaluation judged that 74 had a less 
than satisfactory choice of instruments. 

• Poor targeting. Specific targeting of loans to underserved groups was relatively rare, and 
close monitoring and measurement of progress was seldom done. This was viewed as 
problematic by the evaluation particularly in countries that had a very wide definition of 
SMEs. Targeting of SMEs in rural areas was one aspect that had additionality, but it was 
poorly monitored and easily forgotten, or targets were set too low, e.g., at project approval, 
targets had already been met or were on track to be met by the PFIs. This was the case for 
several loans to Mongolia and India. Likewise, equities were in practice provided to larger 
SMEs rather than to smaller ones more in need of funds for business expansion (e.g., equity 
investments in Viet Nam and India). That said, in the absence of a strategy for SME 
operations, ADB cannot be fully accountable for a lack of a focus on smaller SMEs, although 
it should have been committed to helping those enterprises that were in need of support. 

• Conservative selection of PFIs. ADB’s Operations Manual D6 specifies the criteria for 
selecting PFIs with strict financial due diligence.78 As a result of this risk averse requirements, 
most selected PFIs were successful, large, and financially solid (in their country context). Very 
few were at a stage where ADB was their first major international development partner. 
Some PFIs did little to meet the operation’s developmental targets, and this was 
compounded by the lack of indicators and/or monitoring efforts. Not surprisingly, the 
availability of funds and the low cost of funds were among the top five reasons for 
participating in ADB programs, as cited by the PFIs surveyed for this evaluation in Armenia, 
India, and Mongolia (Linked Document C, Table 7). 

• Limited focus on the development impact of NSOs. Of the four financing modalities that 
both sovereign and NSOs offered, NSOs scored lower than sovereign operations across all 
modalities.79   

 
99. Effectiveness: Data on the 47 completed access to finance operations indicated that 
they were better at delivering intended outputs than achieving outcomes or contributing to 
sector impacts. The output most often delivered was the number of loans disbursed to PFIs and 
subsequently the number of loans onlent to SMEs. For the TA projects, the target for the number 
of training courses offered was also generally achieved, but the quality of the training and 
application by FPIs and SMEs of the learning from the training were not measured.  
 
100. The key reasons why access to finance operations were rated less than effective are: 

 
• Operational efforts focused on loan disbursement to PFIs that was subsequently onlent to 

SMEs, with limited attention given to ensuring the achievement of developmental impacts 

                                                
78  Under Operations Manual D6, ADB requires financial intermediaries who onlend funds under ADB financial 

intermediary loans to meet the following criteria: (i) financial soundness as evidenced by adequate capital, asset 
quality, liquidity, and profitability; (ii) adequate credit and risk management policies, operating systems, and 
procedures; (iii) compliance with prudential regulations, including exposure limits; (iv) acceptable corporate and 
financial governance and management practices including, among other things, transparent financial disclosure 
policies and practices; (v) sound business objectives and strategy and/or plan; (vi) autonomy in lending and pricing 
decisions; and (vii) adequate policies, systems, and procedures to assess and monitor the economic, social, and 
environmental impact of subprojects in accordance with parameters established by ADB for this purpose. In addition, 
the PFIs need to meet integrity due diligence criteria that may further reduce the number of eligible PFIs. 

79 Sovereign operations were relevant in three financing modalities with scores of 1.9 (on a scale of 0-3) for loans for 
onlending, 2.0 for loans for leasing, and 1.8 for TA projects, and less than relevant in guarantees with a score of 1.6. 
On the other hand, NSOs were less than relevant in three modalities (1.7 for loans for onlending, 1.2 for guarantees, 
and 1.7 for TAs), and only leasing operations were deemed relevant with a score of 1.8 (Appendix 7, Linked Document 
C). This indicated reduced focus on the development impact of NSOs, compared to sovereign operations. 



36    Support for Small and Medium-Sized Enterprises, 2005–2017 
 

such as reaching underserved SMEs and providing products that meet SMEs’ operational 
needs.  

• PFIs were mostly major financial institutions and many had little or no SME strategic focus. 
• Operations were characterized by poor or loose targeting and by inadequate monitoring and 

mid-course adjustments during implementation that would enable them to reach out to 
smaller and newer SMEs with a limited track record. 

• Operations were often provided without complementary support, such as capacity building 
TA to assist (i) PFIs to develop new loan products or simplify loan requirements for SMEs, 
especially for smaller companies; and (ii) SMEs to prepare better loan documents. However, 
it is noted that the PSOD started receiving TA funds again only in 2010/2011.  

 
101. Sovereign access to finance operations were consistently more effective than NSOs. Of 
the 16 completed sovereign operations, 9 were assessed effective or highly effective (56% of 
sovereign operations rated effective). Of the 31 completed NSOs, 11 were assessed effective (35% 
of NSOs) (Linked Document C). Moreover, among completed access to finance operations with 
IED validation reports, 6 of 8 sovereign operations were rated successful (success rate 75%), while 
16 of 26 NSOs were rated successful (success rate 62%). The key reasons for their success were: 
their better focus on developmental impact, better targeting, use of PFIs that were more 
committed to reaching underserved SMEs, and the higher incidence of complementary TA to 
assist the PFIs and SMEs. Box 6 provides an example of a successful NSO operation.  
 

 
 
102. Operations with associated TA projects had slightly higher effectiveness scores than those 
without, even when both were less than effective. Of the 19 completed access to finance 
operations with TA support, 9 (47%) were assessed effective and 1 highly effective. Of the 27 
access to finance operations without TA support, 10 (37%) were assessed effective and none 
highly effective (Linked Document C, Table 10). Operations with associated TA projects were 
better at delivering outputs, outcomes, and impacts, and had more operations with effective 
ratings, suggesting that capacity building through TA could have helped improve the 
effectiveness of SME finance operations. Box 7 presents an example of a challenging NSO. 
 

Box 6:  Example of a Successful Nonsovereign Operations Project: (Bank of Georgia) 
 

The Asian Development Bank (ADB) and Citibank syndicated a $123.5 million loan package to the Bank 
of Georgia (BOG). The first loan of $25 million was approved in August 2007, and the second loan of 
$50 million in 2010. The balance was raised from 14 international banks. The loan package was aimed 
at extending the funding maturity profile of BOG to facilitate lending for capital investments, particularly 
those of small and medium-sized enterprises (SMEs).  
 
The project was assessed successful. It delivered its intended outcomes and outputs. It improved BOG’s 
funding profile, enhanced its reputation, and expanded its ability to undertake SME lending. The 
number of micro, small and medium-sized enterprise borrowers more than doubled to over 13,000 
between 2009–2013. The project had a positive development impact, estimated to have contributed 
toward creating or sustaining 5,000–10,000 direct jobs in supported SMEs. 
 
The key factors of success of the project were: 
1. Project monitoring and supervision was decently implemented with regular and timely monitoring 

visits, speedy response to BOG’s requests, and continuous close collaboration with the client. 
2. The project was timely and addressed most of the access to finance constraints. 
3. The second loan facilitated the resumption of BOG’s growth strategy after the crisis. 
4. The pricing of the loans was in line with local market conditions and with loans extended by other 

financiers. 
 
Source: IED. 2015. Validation Report. Bank of Georgia. Manila: ADB. 
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103. Likewise, operations that included a focus on women-led SMEs achieved higher 
effectiveness scores than others. Sixteen out of the 47 completed operations included a focus on 
women. In part, the higher scores may have been because women-focused operations tended to 
include targets for the proportion of women financed and/or trained, and these tended to be 
achieved more often than many other targets. This could also be linked to the fact that 81% of 
gender-focused operations had a TA component, integrated or in a parallel operation. 

 
104. Efficiency. Of the 47 completed access to finance operations reviewed, 33 (70%) were 
less than efficient in the use of economic resources and implementation processes. NSOs 
consistently had higher efficiency scores than sovereign operations, although both were less than 
efficient. Only two of the 16 completed sovereign operations were efficient, while 12 of 31 
completed NSOs were efficient (Linked Document C, Table 11).  
 
105. The efficiency of the 16 completed sovereign access to finance operations suffered 
because of the low utilization of funds. Overall, about 45% of the total funds provided to access 
to finance operations were used in operations that were assessed effective in delivering the target 
outcome, and this was even lower for FILs for onlending (42%) (Linked Document C, Table 12). 
The efficiency of sovereign loans for onlending also suffered from implementation delays. On 
average, loans became effective 13 months later than planned, the first disbursement took an 
average of 5.5 months, and the loans were closed 17 months later than planned. However, NSOs 
were generally disbursed as planned. Of the 31 completed NSOs, 5 had low incomes because of 
the underutilization of funds, and 6 had negative financial returns because they were less 
profitable than expected (Linked Document C, Table 13). 
 
106. Of the 47 completed operations, 29 (62%) had communication and work quality issues 
between ADB staff and stakeholders (e.g., in connection with responses to changes requested). 
In some cases, stakeholders complained about the length and complexity of the ADB approval 
processes. For instance, partner institutions in India stated that assistance from other multilateral 
and bilateral institutions was more satisfactory than that of ADB primarily due to the poor design 
of the ADB program and because of the complexity of ADB processes. 

 

Box 7:  Example of a Challenging Nonsovereign Operations Project (International Bank of 
Azerbaijan) 

 
In November 2007, the Asian Development Bank (ADB) signed a facility agreement with the International 
Bank of Azerbaijan (IBA) for a $40 million subordinated loan. The stated project outcome was for IBA 
to provide increased, sustainable access to finance for small and medium-sized enterprises (SMEs) and 
individuals in Azerbaijan. 
 
The project could not achieve its envisaged increases in IBA’s SME and retail lending and related 
performance targets. It encountered several problems, including: 
 
1. IBA failed to meet capital adequacy requirements. 
2. The project supported a largely state-owned bank, which the International Monetary Fund assessed 

to have an “unviable model” that undermines the stability and efficiency of the banking system. 
3. Restructuring of the IBA should have been the priority before extending a loan to the bank. 
4. While financial performance of IBA was monitored, there was neither any reporting on progress in 

lending to SMEs nor any baseline data for this or other outcome indicators provided. 
5. Starting in 2008, IBA failed to comply with ADB reporting covenants for timely submission of 

audited financial statements. 
6. ADB failed to incorporate a provision in the facility agreement for the submission of annual 

environmental reports. 
 

Source: IED  2015  Validation Report  Azerbaijan: International Bank of Azerbaijan  Manila: ADB  
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107. Delays were sometimes caused by environmental safeguard compliance issues. For 
instance, the feedback from PFIs in Armenia was that ADB’s environmental safeguard 
requirements were too cumbersome, PFIs had difficulties in complying with these requirements 
before the first disbursement. One of the participating banks withdrew from the program for 
this reason.80 A PFI in Viet Nam made a similar comment.81 

 
108. The performance of access to finance operations by each evaluation criterion over time 
is presented in Figures 7A and 7B. The key reasons for the improvement in the relevance scores 
include the gradual increase in the operational focus, with developmental indicators being better 
designed (including stronger DMFs) and extending their scope from considering only data on 
disbursed volumes. The improvement in the effectiveness scores, specifically for NSOs, was due 
primarily to a better performance in reaching the development indicators of the approved 
projects. However, very few operations in the evaluation sub-period 2013–2017 have been 
completed and validated, so the measure of effectiveness is based on only two sovereign and 
one NSOs. Over time, sovereign operations may also see an overall improvement, reflecting their 
better design quality. The complementarity between TA and lending operations, which was less 
frequent in earlier periods, also improved the effectiveness of NSO. Over time, efficiency was the 
only score that did not improve but this too may occur as more recent operations are 
assessed. These improvements show some learning has taken place.  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
2. Results of Access to Finance Operations  

 
109. A significant problem for this evaluation’s assessment of the broader results of the SME 
access to finance portfolio was the limited amount of data available on which to base a 
quantitative assessment of its developmental impacts. ADB is not alone in facing this problem, 
an Independent Evaluation Group (IEG) evaluation in 2014 reported the same issue. Most data 
for ADB’s portfolio were limited to the volume of funding made available, and in some cases the 

                                                
80 PFIs had difficulties complying with the environment safeguard requirements before first disbursement. The PFIs met 

the environmental and social management system (ESMS) requirements although compliance difficulties were 
encountered. The internal procedures of ADB on ESMS were viewed by PFIs as cumbersome and out of line with earlier 
practices and those of other MDBs and funds. These caused delays and withdrawal of the ACBA Credit Agricole Bank 
from the program. The ESMS, used for big and complicated projects, proved difficult or too technical for small 
enterprises (Source: IED. 2017. Back-to-Office Report on the Thematic Evaluation of ADB Support for SMEs: Case 
Country Mission to Armenia [23–27 October 2017]. Manila: ADB).   

81 This feedback was expressed by the Viet Nam Investment Group (VIG) during an IED mission. VIG did not participate 
in the PFI survey (Source: IED. 2017. Back-to-Office Report on the Thematic Evaluation of ADB Support for SMEs: 
Missions to Mongolia [28 August–1 September 2017] and Viet Nam [4–12 September 2017]. Manila: ADB). 
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number of SMEs financed. As a result, the assessment below relied on the SME and PFI surveys 
in the four case countries that were conducted for this evaluation and on data and information 
from IED’s existing evaluations, as well as on other country reports and data.   
 
110. Outreach to underserved SMEs by access to finance operations was not 
demonstrated. Data from the SME survey in the four case countries suggest that majority of the 
participating enterprises were within the country definition for SMEs, with a sizeable proportion 
falling below the country definition and a few above (Table 11). The data also indicated that 
most SME respondents had been in business for more than 5 years and had borrowed from 
commercial banks several times. While the average loan size was reasonable, many loans were 
large (Appendix 4, Table A4.1).  

 
111. In Mongolia, ADB’s loans to PFIs supported their lending to SMEs but there was no 
evidence to corroborate that they reached underserved SMEs because the target clients were 
loosely defined and there was no identification of ADB sub-borrowers at the outset.82 Operations 
were disbursements-oriented and lacked TA to ensure that loans achieved the intended results. 
In Viet Nam, the $20 million equity investment was mostly in information technology (IT) and 
export companies. Investments were generally more than $5 million.83 Likewise, in the case of a 
$500 million SME loan for Kazakhstan, the average loan size per borrower ranged from $0.5 
million to more than $3 million. About half of SME borrowers were medium-sized or large by the 
country definition of SMEs.84 It appeared that PFIs catered to the mid- and upper segments of 
SMEs that required larger loans and had adequate collateral for security.   
 

Table 11: Major Characteristics of Small and Medium-Sized Enterprise Survey 
Respondents (n=1,053) 

Characteristics 

Below 
Country Definition 

(%) 

Within 
Country Definition 

(%) 

Above 
Country Definition 

(%) 
Size of SMEs by employees (end of 2016) 42 57 2 
Assets of SMEs (end of 2016) 29 68 3 
Sales of SMEs (end of 2016) 37 62 1 

  Less than 2 years 
Between  
2–5 years Above 5 years 

Age of SMEs (%) 3 22 75 
  Average Range 
Number of Loans Borrowed per SME   2 1–21 
Loan Size ($'000) 212 0.5–2,664 
Women-Owned SMEs (%) 25 3– 50 
Women in Top Management (%) 27 5–48 

SME = small and medium-sized enterprise.   
Source: Small and medium-sized enterprise survey conducted for this evaluation in Armenia, India, Mongolia, and Viet 
Nam (October 2017-January 2018). 
 
112. In India, SME operations provided funds for MSMEs without having clear information on 
firm size; some of the funds meant for SMEs ended up with either micro-enterprises or larger 
corporate entities. Direct lending by PFIs such as RBL Bank, Axis Bank, and Yes Bank to small 
farmers and to women through self-help groups or joint liability groups provided some evidence 
that funds were provided to micro-enterprises, or individuals who used it for other purposes, 
including children’s education.  

 

                                                
82 This is because proceeds from ADB loans were pooled with other sources of funds. 
83 Feedback collected during the evaluation mission to Viet Nam. 
84 IED. 2017. CPS Final Review Validation. Kazakhstan. Country Partnership Strategy Final Review Validation, 2012–2016. 

Manila: ADB. The project referred to is the MFF for the Small and Medium Enterprise Investment Program approved in 
2010 which referenced the 2006 Law on Private Entrepreneurship; there were no updates in the PFRs for the 
subsequent tranches, therefore the 2006 SMEs definition was taken to apply. 
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113. Direct equity finance to medium-sized enterprises through private equity funds (BTS India 
and Blue River Capital) catered mostly to the upper segments of medium-sized enterprises far 
bigger than SMEs as per the country’s definition. The average equity investments were $6.0 
million (BTS India) and $11 million (Blue River Capital).85 ADB’s investment in these two private 
equity funds only funded a total of 15 middle-market corporates, in a market of over 51 million 
MSMEs. The investment had virtually no impact on improving the flow of the large amount of 
equity capital needed by this sector in India. Likewise, Exim Bank did not comply with the 
envisaged outreach to lagging states and increased lending to SMEs. In fact, Exim Bank’s lending 
to lagging states declined by 7% during the operation. The envisaged partial credit guarantee 
was not realized and the direct lending by the Small Industries Development Bank of India (SIDBI) 
to entrepreneurs failed.  
 
114. The survey of PFIs in India revealed that on average the share of SME loans in the total 
loans that PFIs provided to enterprises was only 13%. The targeted SMEs were not reached by 
these PFIs. Based on the sample survey of SMEs, 92% of enterprises reached by PFIs were 
microenterprises or smaller than the country’s SME definition. Only 8% were within the range of 
country’s SME definition, illustrating a very low SME outreach by PFIs in India.  

 
115. In the Pacific, the completed Kula Fund II reached only nine ventures in Papua New 
Guinea, Vanuatu, and Samoa and was unable to reach its $25 million target fund size.86 By the 
end of 2017, the Business Investment Fund had facilitated only 34 bank loans to SMEs out of a 
total of $11 million during 3 years of operation. Feedback collected during the evaluation mission 
to Fiji suggested that support to businesses largely targeted the achievement of financial 
approval, with BDS being secondary. Selection of companies focused on well-established 
businesses with greater chances of securing financing and this probably screened out businesses 
that truly needed support. The SME data provided by the fund’s consultant management team 
corroborated this finding (Appendix 4, Table A4.2).  
 
116. Projects with TA support scored higher for relevance than those without associated TA. 
However, there was no information on whether projects involving TA managed to achieve better 
development results in terms of the documented impact on PFIs’ outreach to SMEs, especially 
new clients, or in terms of lending volumes and profits. Unfortunately, TA completion reports 
rarely report on the outcomes of TA activities, as without a mission they do not have the means 
to thoroughly investigate outcomes. 

 
117. Access to finance operations in the five countries visited did not have a significant 
catalytic effect as they did not clearly increase SME loan portfolios. NSOs in Armenia 
delivered the key objectives of increasing lending to SMEs, especially outside the capital city, and 
introducing new products.87 Outreach beyond the main city exceeded 30% of subloans, and new 
products were introduced, including purchase order financing, leasing, and energy efficiency 
loans.88 PFIs gained more knowledge and experience in working with SMEs and, by the end of 
2016, on average their SME loan portfolios had grown by two-percentage points and their 
number of SME clients had grown by 30%. Even so, the share of SME lending in the total loans 
portfolio of PFIs decreased by three-percentage points from 47% to 44%. SMEs began to make 
use of a wider range of financing sources as more banks began lending to SMEs after ADB’s 
intervention. PFIs indicated that competition in the SME market had increased substantially 

                                                
85 BTS India received a $15 million equity investment from ADB, but it channeled funds to firms for a minimum investment 

threshold of over $3 million. 
86 ADB. 2017. Extended Annual Review Report Kula Fund II Limited (Investment 7237). Manila.  
87 Only nonsovereign access to finance operations had completed operations. Sovereign access to finance operations 

were still ongoing at the time of evaluation.  
88 IED. 2016. Validation Report Armenia Small and Medium-Sized Enterprise Finance Program (Ardshininvestbank). 

Manila: ADB; and IED. 2016. Validation Report Armenia Small and Medium-Sized Enterprise Finance Program 
(Ameriabank). Manila: ADB. 
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following the ADB project. The ADB loan may have contributed to making non-PFIs less 
competitive. 
 
118. In contrast, the values for all these three indicators in Mongolia decreased. In India, the 
proportion of SME loans in total loans stayed unchanged at 13%. The PFIs did not provide the 
other two sets of data (see Table 12 for a summary, and Appendix 4, Table A4.3 for more details). 
In most projects, there was an increase in the PFIs’ SME portfolio but the extent to which that 
can be attributed to ADB, rather than to other donors, or to a pre-existing PFI strategy, was 
unclear, since PFIs received similar assistance from several sources including other donors. 
 
 
 
 
 
 
 
 
 
 
 
 
119. Furthermore, the access to finance portfolio indicates that it is highly unlikely that ADB’s 
support helped diversify financing products for SMEs. As discussed earlier, the portfolio lacked 
the use of more innovative financing modalities. Nearly 80% of the overall SME access to finance 
portfolio was provided as loans to PFIs which were onlent to SMEs largely as standard subloans. 
Only 6 of the 128 operations were guarantees, and two guaranteed the issuance of securities, 
rather than SME loans. Although 13 involved equity investments (in several cases this was the 
only equity in the PFIs, and not equity offered to SMEs), equity financing represented only 6% of 
the total SME operations volume. Only eight operations included leasing (in part or entirely), 
despite this being a particularly promising product for SMEs, especially smaller SMEs with severe 
collateral problems. Other products were either largely not tapped into or ignored, including 
factoring, mobile banking, Islamic finance, and green and energy efficiency finance. 
 
120. Access to finance operations did not have significant demonstration effects as they 
did not lead to more financing of SMEs. Operations were largely supply-driven and were 
primarily focused on loan disbursement to PFIs. There was no evidence in the countries visited 
that access to finance operations had catalytic or demonstration effects, as would be indicated 
for instance by a faster than usual growth in overall lending to SMEs or by an increase in the 
share of SME loans in total loans.  

 
121. The survey of PFIs conducted for the 
evaluation indicated there had been no 
significant increase in the SME portfolio of PFIs 
following ADB’s support. The growth in the SME 
portfolio of PFIs from the start of ADB’s support 
to end-2016 slowed from 19% to 0.8% in 
Armenia and from 0.8% to a negative 5.1% in 
Mongolia (Appendix 4, Table A4.3). On average, 
in these two countries, the SME portfolio 
growth dropped from 9.9% at the start of ADB’s 
support to a negative 2.2% as of end 2016. 
Further, the average share of SME loans in total 
loans to enterprises decreased from 34% to 30% after the ADB intervention (Table 13). While this 
performance cannot be attributed to the ADB program, especially in Mongolia which underwent 

Table 13: PFIs’ SME Portfolios  
in Armenia and Mongolia (n=15) 
Indicator   Average 

Growth in SME portfolio 
(%)   
  At the Start   9.9 
  After ADB Intervention  -2.2 
Share of SME loans in total loans (%)  
  At the Start   34 
  After ADB Intervention   30 
ADB = Asian Development Bank, PFI=participating 
financial institution, SME=small and medium-sized 
enterprise. 
Source: Survey conducted for this evaluation  

  

Table 12: Lending to SMEs by PFIs 
(between the start of ADB operations and end of 2016) 

Item Overall Armenia India Mongolia 
SME loans in total loans     
Growth of SME portfolio   -  
Number of SME clients and PFIs    -  

Note: The brown circle indicates no change, - = data not available, ADB = Asian Development 
Bank, PFI=participating financial institution, SME=small and medium-sized enterprise. 
Source: Participating financial institution survey conducted for this evaluation. 
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a general economic slowdown in recent years, it nevertheless indicates that the financial 
intermediary loans (FILs) had a weak catalytic effect.  
  
122. In Armenia, the PFIs interviewed indicated that competition in the SME market increased 
substantially following the ADB project. Intermediary loans to PFIs in Mongolia and the equity 
investment in Viet Nam supported these PFIs’ lending to SMEs, but there was no evidence that 
ADB’s intervention helped spur SME sector financing. In the Pacific, the completed Kula Fund II 
was able to reach only nine ventures in Papua New Guinea, Vanuatu, and Samoa. There was no 
perceptible demonstration effect of ADB’s investment. The Business Investment Fund was able 
to facilitate 34 bank loans after 3 years in operation, but there was no sign that SME financing 
had attracted special interest from banks or other financial institutions.  

 
123. In India, ADB's SME program partnered with successful Indian financial intermediaries 
with the potential to reach SMEs profitably. The selected PFIs (SIDBI, EXIM Bank, Axis Bank, and 
Yes Bank) were large banks with substantial balance sheets and ADB’s financial injections were 
insignificant compared to their lending volumes. Thus, ADB’s leverage and influence was 
marginal and did not result in a transformation of these institutions. Moreover, the four private 
banks seemed to be on track to meet their targets independently of ADB’s support. ADB projects 
appeared to have little value added or transformative impact on the PFIs. 
 
124. ADB carried out capacity building for PFIs and there were some indications that 
their capacity to service SMEs improved over the period. However, ADB did little to support 
capacity development directly for SMEs, and there was no information on whether SMEs’ 
capacity had improved. Most of the access to finance projects (60%) included a TA project, either 
as part of the project or in an attached TA project. In most cases, TA support was provided to 
the PFIs, rather than to SMEs directly or through service providers. The trainings offered to PFIs 
included short-term staff trainings, long-term in-house capacity building, institutional analysis, 
and credit scoring and expert decision making. The training was designed to help them increase 
their capacity to conduct SME financing successfully (see the discussion on SME and PFI training 
in the business environment results section). The PFI survey conducted for this evaluation 
indicated some improvements in PFIs’ business processes. 89  On the other hand, a small 
percentage of SMEs in Armenia and India received training on such topics as loan preparation 
(0%–4% of SMEs surveyed), cash flow and financial management (0%–12%), understanding 
financial products (1%–7%) and technology transfer (4%). None of the SME respondents in 
Mongolia (n=127) or Viet Nam (n=650) received any training.   
 
125. At the firm level, access to 
finance operations contributed to an 
expansion in the employment, assets, 
and sales in SMEs that borrowed. SMEs 
that participated in ADB’s credit 
programs were able to increase their 
employment, assets, and sales (Table 14). 
While these improvements may not be 
attributable solely to ADB (since PFIs may 
have selected SMEs that were growing 
anyway), it nevertheless suggests that, at 
the firm level, ADB’s support might have 

                                                
89 For example, on average, collateral requirements declined from 180% to 164% of the loan value in Armenia; loan 

processing time decreased from 30 days to 10 in India and from 5 days to 2 in Mongolia; the number of documents 
needed for a loan application was reduced from 20 to 5 in India and from 9 to 6 in Mongolia; and the number of loan 
approving officers was reduced from 10 to 5 in India and from 5 to 4 in Mongolia. 

Table 14: Changes in Operations of Participating Small 
and Medium-Sized Enterprisesa 

Indicator 
At the 

Start 
After 
ADB 

Change 
Value % 

Average Employment 
(n=640)  

86  123  37  53  

Average Assets ($‘000) 
(n=712)  

518  1,053  535  90  

Average Sales ($‘000) 
(n=652)  

1,617  3,708  2,091  149  

ADB = Asian Development Bank, SME = small and medium-
sized enterprise. 
a Data restricted to enterprises within the country definition 
based on the concerned indicator.  
Source: Survey conducted for this evaluation. 
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contributed to positive changes in the operations of SMEs that borrowed from PFIs (Appendix 4, 
Table A4.4.).  
 
126. There were large variations in the extent to which access to finance operations 
benefited women-led SMEs across projects and countries, as evident in the PFI survey and 
discussions with stakeholders in the case countries. Access to finance operations in Armenia 
appeared to have engendered positive changes in the share of women-led SMEs, share of loans 
to women-led SMEs, and the share of women-led SMEs in new clients being supported by ADB. 
In Mongolia, there was a high share of women-led SMEs in both total clients and in new clients. 
In India, data were not clear, but the share of women-led SME clients did not change, although 
the level was reasonable at 33% (Table 15).  
 

  
127.  Summary. The evaluation found a number of issues, concerns, strengths, and 
weaknesses associated with ADB’s access to finance operations. Most of the important issues 
were related to a lack of focus on development impact, and they can be grouped into three areas: 
(i) lack of focus on developmental indicators and data capture; (ii) lack of additionality and 
innovation in access to finance operations, including in the selection of target DMCs and PFIs; 
and (iii) lack of adequate resources and of adequate systems to ensure higher levels of 
developmental impact. Details are presented in Appendix 7, Linked Document C. The evaluation 
identified a number of lessons that, if considered, will contribute to successful access to finance 
operations (Box 8).     
 

 
 

Table 15: Share of Women-Owned Enterprises in Participating Financial Institutions’ 
Lending to Small and Medium-Sized Enterprises 

Item 

Armenia 
(n=8) 

India  
(n=4) 

Mongolia 
(n=3) 

Start 2016 Start 2016 Start 2016 
Share of Women-Owned SMEs (%) 26.0 27.0 33.0 33.0 - 41.5 
Share of SME Loans for Women-Owned SMEs (%) 17.6 22.3 - - - … 
Share of Women-Led SMEs in New Clients under 
ADB (%) 

- 40.7 - - - 40.2 

- = not applicable, ADB = Asian Development Bank, n = number, SME = small and medium-sized enterprise. 
Source: Survey conducted for this evaluation. 

Box 8: Lessons from Access to Finance Operations   
 
Lesson 1: Focus on development indicators and data capture. 
 Identify sub-borrowers from the time of disbursement onward, in order to to ensure that indicators 

other than number of clients and volume disbursed are appropriately measured. 
 Identify good quality indicators in the design and monitoring framework that address key 

developmental issues. 
 Determine performance based on accurate and up-to-date baseline data; and measure more than 

financing volumes only. 
 Aim to measure the extent to which SMEs’ financing requirements are being met, and measure 

other impacts (e.g., levels of employment or profitability of SMEs). 
 
Lesson 2: Strengthen additionality and innovation, including with selection of participating 
financial institutions (PFIs).  
 Define additionality clearly and give it greater importance in project approval. 
 Motivate or reward staff that targets projects with stronger additionality and/or innovation, in 

terms of product offered, beneficiaries targeted, methodologies used, partners selected, or 
countries selected other than blend or ordinary capital resources-only countries. 

 Provide more long-term technical assistance to support project monitoring and data collection. 
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C. Access to Value Chains Operations 
 
128. Unlike business environment and access to finance interventions, defining which 
operations promoted SME access to value chains is not straightforward. Of the 182 SME 
operations ADB supported during 2005–2017, only 16 explicitly mentioned value chains in the 
RRPs, with the total value of $454.2 million or 8.5% of total value of SME operations. The 
operations identified covered six countries (India, Lao PDR, Mongolia, Samoa, Sri Lanka, and 
Uzbekistan) and one regional project for Pacific island countries. No support for access to value 
chains was provided during 2009–2012. Five operations ($68 million) were completed (Table 16). 
 

Table 16: Access to Value Chains Operations 

Items 
Overall 

2005–2017 
 

2005–2008 
 

2009–2012 
 

2013–2017 
Amount Provided ($ million) 454.2 220.3 0.0 233.88 
Number of Operations (SO|NSO) 15|1 7|0 0|0 8|1 
Number of Countries of Support 6 3 0 5 
Completed Operations with Self-Evaluation  

Value ($ million) 68.3 68.3 0.0 0.0 
Number of operations (SO|NSO) 5|0 5|0 0|0 0|0 

Overall Success Rate by IED (%) 40.0 40.0 - - 
Sovereign Operations 40.0 40.0 - - 
NSOs - - - - 

- = not applicable, IED = Independent Evaluation Department, NSO = nonsovereign operations, SO = sovereign 
operations. 
Source: Evaluation team compiled from the Asian Development Bank operations database. Linked Document D, 
Figure 1 shows the annual approvals, and Tables 1-2 provide portfolio distribution by country and region.  

 
129. The 16 access to value chains operations included: (i) 2 program loans ($165 million);90 
(ii) 4 project loans ($208.4 million);91 (iii) 1 $50 million credit line approved in 2007 to support 
SME regional development in Sri Lanka; (iv) 2 grants totaling $19.7 million; 92  and (v) 7 
preparatory or capacity building TA projects ($11.1 million). Of these 16 operations, only 3 
mentioned value chains in the DMF (Appendix 7, Linked Document D, Table 3). 
 
130. Of the 16 operations, 13 were assessed as relevant (81%) and 3 were less than relevant. 
Of the five completed operations with PCRs, all were effective (100%), while four (80%) were less 
than efficient. Overall, access to value chains operations responded to the need to expand 
markets for SME products and the completed operations delivered outputs and key intended 

                                                
90 $150 million approved in 2008 to support khadi village industries in India, and $15 million approved in 2013 to support 

private sector and SME development in Lao PDR. 
91 $154 million approved in 2016 to support horticulture development in Uzbekistan, two operations of $50 million 

approved in 2015 to support agriculture and rural development in Mongolia, and $4.4 million approved in 2013 to 
support private sector development in Lao PDR. 

92 $14.7 million approved in 2008 to support agriculture and rural development in Mongolia, and $5 million approved in 
2014 to support agribusinesses in Samoa. 

Box 8: (continued)  
 

Lesson 3: Provide adequate resources and coordination opportunities to ensure higher impact. 
 Ensure sufficient time for project officers to design more innovative projects in less developed 

countries. 
 Improve operational procedures to facilitate interdepartmental coordination. 
 
Source: Evaluation team (for more details, see Supplementary Appendix D). 
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outcomes. Many access to value chains operations suffered from long implementation delays (8–
40 months). Almost half of the financing of access to value chains operations ended up providing 
credit to SMEs instead of addressing underlying market constraints on SMEs’ access to value 
chains. As only five operations (two projects) have been completed, the contributions of these 
operations to SME development are unclear at this stage. 
 

1. Performance of Access to Value Chains Operations93 
 
131. Relevance. Access to value chains operations were aligned with country priorities and 
ADB country strategies designed to address market constraints on SMEs with the explicit or 
implicit intention to promote SMEs’ access to value chains. ADB’s support for SME access to value 
chains attempted to address several constraints on SMEs’ access to domestic markets, their 
capacity to develop new products, and their ability to participate in international markets 
(Appendix 7, Linked Document D, Table 5). The proposed interventions were relevant to the 
identified constraints. 
 
132. Some operations presented innovative ways to promote access to value chains. For 
example, a PBL in Lao PDR supported a reform to help SMEs take advantage of World Trade 
Organization rules of origin by registering their products locally via the geographical indication 
registration framework.94 One of the objectives of ADB support for Mongolian agriculture was 
to improve the visibility of SME products by developing a strong brand, enabling SMEs to enter 
regional and global markets. The khadi reform in India aimed to bridge rural and urban markets 
for textile products by strengthening the khadi institutions. 
 
133. However, in many cases, efforts to address underlying market constraints were not the 
primary focus of the intervention. Almost half of the value of the portfolio ended up providing 
credit as the main activity, e.g., a $50 million credit line in Sri Lanka, a $154 million FIL in 
Uzbekistan (despite the rationale of supporting horticulture value chains), and two finance-
focused operations in the Pacific. Nevertheless, taken together, access to value chains operations 
were relevant.   
 
134. Effectiveness: The five completed access to value chains operations achieved their 
intended outputs and outcomes. However, little information could be collected on the extent to 
which the operations contributed to development impacts at the sector level. 
 
135. The five completed access to value chains operations (from two projects) that were 
evaluated amounted to $68 million: the credit line to Sri Lanka, and the grant to Mongolia with 
its associated TA projects (Appendix 7, Linked Document D, Table 6). The Sri Lanka credit line 
financed 13 SME value chains clusters, exceeding the target of 3–5 clusters. The 13 clusters were 
distributed in 6 agriculture subsectors: food and beverage processing, dairy and animal 
husbandry, fisheries, agro-industries, spice processing, and tourism. The value chains clusters 
established backward and forward linkages in their markets.95 The credit line was not able to 
deliver the partial credit guarantee scheme or the business service support facility and is therefore 
rated less than satisfactory at delivering the development impacts.96 
 

                                                
93 Summary performance scores are provided in Appendix 2, Tables A2.14–15. Summary assessments are in Appendix 7, 

Linked Document D, and a detailed discussion is presented in Supplementary Appendix E. 
94 Rules of origin are the criteria needed to determine the national source of a product. Their importance is derived from 

the fact that duties and restrictions in several cases depend upon the source of imports. By indicating product origin, 
SMEs in Lao PDR can benefit from trading with countries applying most favored nation or preferential treatment. 

95 An example of a cluster was a tea factory. The backward linkage was established with small tea growers and suppliers, 
the forward linkage was with tea brokers. Another example was in the fisheries industry, where an ice factory became 
the middle player between small fishermen or suppliers and the big fish distributors or exporters. 

96 IED. 2014. Validation Report: Small and Medium Enterprise Regional Development Project in Sri Lanka. Manila: ADB. 
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136. The grant to Mongolia financed 12 enterprises in value chain networks to support them 
to deliver higher-value products. There were noticeable improvements in the product quality and 
productivity of supported enterprises. The grant also provided equipment and supplies to 
livestock testing centers and veterinary service centers in six provinces, as well as machinery, 
equipment, agricultural inputs, and training to selected agricultural cooperatives to improve the 
quality and production of raw materials. The RRP for additional financing reported that the 
participating enterprises had started selling some of their products to international and domestic 
premium-value buyers. A Mongolian brand certification mark, Mongolian Noble Fiber, was 
registered at the intellectual property offices in Mongolia and 33 other countries, indicating the 
process was replicable and sustainable. The grant and TA envisaged that their impact would be 
for Mongolian agriculture products to be classified as premium products but it was not possible 
to assess whether this has been achieved.  

 
137. Efficiency. None of the five completed operations had cost overruns, with an overall 
funds utilization of 84%. About 80% of the funds utilized were used in operations that were 
assessed effective, implying a good economic efficiency.97 Nevertheless, operations experienced 
some significant delays in completion, suggesting a less than efficient process during the latter 
stages of the implementation (Appendix 7, Linked Document D, Table 7). 

 
138. The five completed access to value chains operations had almost no delay in loan 
effectiveness. Likewise, the first disbursement took place on average only 1 month from 
effectiveness. 98 The Sri Lanka credit line had only a month of delay in loan effectiveness. 99 
However, it experienced a 14-month delay in completion. An extension was approved because 
of the slow pace of the commercial bank disbursement of loans to SMEs, due to the poor security 
environment in some provinces. The Mongolia agriculture development grant, on the other hand, 
had a 3-month delay in loan effectivity. It was completed 40 months after the initial completion 
date, due to the quality gap between Mongolian products and the requirements of international 
brands, which made the process of national and international registration of the certification 
mark more complicated. The limited capacity of national testing and training institutes also 
delayed the project.100 This delay affected the associated Mongolia Agricultural Marketing and 
Brand Development TA as the two were interconnected. The TA had to wait for 33 months from 
effectivity to fielding the first consultant. In the end the TA experienced a 31-month delay in 
completion. Box 9 highlights key lessons identified from the Sri Lanka and Mongolia operations. 

                                                
97 As mentioned in the business environment section, in the absence of a robust measure for economic efficiency, this 

evaluation used the ratio between the amount utilized for operations that were assessed effective over the total utilized 
fund as a proxy indicator of the use of resources.  

98 The five completed operations took 1–4 months to become effective, below the ADB average of almost 6 months. 
99 ADB. 2013. Completion Report. Small and Medium Enterprise Regional Development Project in Sri Lanka. Manila. The 

delay was due to intensified conflicts in the Northern and Eastern provinces from 2008 to mid-2009 during 
implementation. 

100 ADB. 2013. Technical Assistance Completion Report. Agricultural Marketing and Brand Development. Manila. 
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2. Results of Access to Value Chains Operations 

 
139. On balance, the five completed access to value chains projects delivered a number of 
individual outputs that addressed constraints on SMEs’ access to value chains. For instance, the 
Sri Lanka credit line financed 13 SME clusters and the grant in Mongolia helped the development 
of a Mongolian brand for animal fiber, its certification mark was registered in 33 countries. The 
khadi reform in India, although still ongoing, helped khadi branding and integrating khadi SMEs 
into domestic markets. A PBL to Lao PDR, also still ongoing, supported a trade policy reform that 
helped SMEs take advantage of the World Trade Organization rules on product origin through 
the geographical indication registration framework. 

 
140. The Sri Lanka credit line did not go beyond financing of SME operations. The Mongolian 
grant focused only on wool and cashmere products and only a few cashmere product 
manufacturers could meet the standard for the Mongolian brand. Given the limited information 
available, the evaluation considers that it would be premature to assess the broad results of 
access to value chains operations.  
 

D. Women in Business Operations 
 

141. Of the 182 SME operations ADB supported during 2005–2017, 42 ($2.5 billion) were 
classified as gender-mainstreamed and had components that specifically addressed constraints 
on women-led SMEs or promoted women’s participation in business. The evaluation is based on 

Box 9: Lessons Learned from Access to Value Chain Operations 
 
What Worked 
The Sri Lanka credit line financed 13 small and medium-sized enterprise (SME) value chains clusters 
distributed in 6 agriculture subsectors, establishing backward and forward linkages in the specific 
market. Good preparatory works and close coordination with the participating commercial banks helped 
the project identify clusters that are relatively mature. 
 
Non-financial support also produced benefits. In Mongolia, targeted support to value chain networks in 
the forms of equipment, machinery, agricultural inputs, and training for cooperatives helped improve 
the product quality and productivity. The participating enterprises started selling some of their products 
to international and domestic premium-value buyers. 
 
Other Lessons 
Linking domestic SMEs to the international market, especially premium-value buyers such as those 
holding international brands cannot be easily achieved in a short-term frame. The process involved 
quality certification, agreement between domestic SME and the buyers, which entails various sequential 
activities, hence time-consuming. Even if a link is established, it will require consistency of delivery and 
quality of products to make the value chain sustainable. In the end, only a few SMEs may be able to 
establish such international links. 
 
Although it is true that SMEs generate employment opportunities, projects should be realistic in setting 
the employment target. The Sri Lanka credit line generated around 16,000 employment opportunities. 
This was a notable achievement (31% of the envisaged target) but was too ambitious. 
 
Sources: ADB. 2015. Report and Recommendation of the President to the Board of Directors: Proposed Asian 
Development Fund Loans for Additional Financing and Administration of Technical Assistance Grant for the 
Agriculture and Rural Development Project in Mongolia. Manila; ADB. 2013. Technical Assistance Completion Report. 
Agricultural Marketing and Brand Development in Mongolia. Manila; ADB. 2013. Completion Report: Small and 
Medium Enterprise Regional Development Project in Sri Lanka. Manila; and IED. 2014. Validation Report: Small and 
Medium Enterprise Regional Development Project in Sri Lanka. Manila: ADB. 
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these 42 operations. By both number and amount, most of these gender-mainstreamed SME 
operations were provided in the last 5 years (2013–2017, Table 17).  
 

Table 17: Women in Business Operations 

Item 
Overall 

2005–2017 2005–2008 2009–2012 2013–2017 
Amount Provided ($ million) 2,525.3 155.0 375.3 1,994.9 
Number of Operations (SO|NSO) 34|8 2|0 11|0 21|8 
Number of Countries of Support 18 2 7 16 
Completed Operations with Self-Evaluation          

Value ($ million) 384.8 5.0 329.8 50.0 
Number of Operations (SO|NSO) 10|0 1|0 8|0 1|0 

Overall Success Rate by IED Evaluation (%) 60.0 0.0 62.5 100.0 
Sovereign Operations  60.0 0.0 62.5 100.0 
NSOs - - - - 

- = not applicable, IED = Independent Evaluation Department, NSO = nonsovereign operations, SO = sovereign 
operations.  
Source: Evaluation team compiled from the Asian Development Bank operations database. Linked Document E, Figure 
1 shows the annual approvals, and Tables 1-3 show the operations distribution by country, region, and financing 
modality.  

 
142. The performance of operations supporting women in business was mixed: 85% were 
assessed to be relevant or highly relevant, 80% effective, and 50% efficient. In short, they had a 
strong rationale and well-aligned with governments’ and ADB’s strategy to promote the 
participation of women in business, generally delivered target outputs (often even exceeded) but 
the level of outcome achievement was not clear. Most of the operations experienced 
implementation delays. The evaluation found that women in business operations had good 
development results in countries where efforts involved policy change and capacity development 
for women SMEs. However, results were poor in countries where efforts focused on providing 
credit alone. 
 

1. Performance of Women in Business Operations101  
 
143. Relevance. ADB’s support for women in business during 2005–2017 was well -aligned 
with governments’ and ADB’s development agendas to address the social and economic barriers 
facing women-owned SMEs and international calls for gender equity and women’s 
empowerment.  

 
144. Among the key issues specifically facing women in business are: ADB’s support focused 
on capacity development and increasing financing opportunities for women-owned SMEs. To a 
lesser extent, efforts were made to improve women’s capacity and knowledge of their rights and 
to reduce the complexity of requirements and procedures to increase women’s participation in 
economic activities (Appendix 7, Linked Document E, Table 5). However, gender-mainstreamed 
SME operations during 2005–2017 had design and implementation issues that eventually 
hindered their effectiveness in delivering intended outcomes and impacts:  

 
• They primarily focused on improving access to finance or strengthening the business 

environment for SMEs in general. Few were designed to support women-led SMEs directly. 
Moreover, they largely focused on providing credit to women-led SMEs. As discussed earlier, 
loans for onlending as stand-alone credit lines or part of project loans comprised the main 
part of the women in business operations.  

                                                
101 Summary performance scores are in Appendix 2, Tables A2.14–15. Summary assessments are provided in Appendix 7, 

Linked Document E, and a detailed discussion is presented in Supplementary Appendix F. 
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• Despite the requirement that all gender-mainstreamed projects should have a gender action 
plan (GAP), only about 80% of sovereign SME operations had sex-disaggregated output 
indicators in their DMFs or GAPs. Majority of the operations without such indicators were 
NSOs.  

• The targeting process often did not distinguish women-led SMEs from individual small or 
micro women entrepreneurs and petty traders. This lack of clarity over the target beneficiaries 
diminished the effectiveness of the interventions because the needs of women-led SMEs in 
the formal sector and those of individual women entrepreneurs are different. For example, 
in India, commercial banks supported through ADB’s nonsovereign loans lent micro loans to 
self-help groups whose members were largely borrowing for petty trade activities and in 
some cases for their children’s education. The loans were not for formal SMEs. 

• There was limited use of PBLs (7 out of 42 women in business operations) to facilitate policy 
and institutional changes including integrating women-led SMEs into value chains, or long-
term interventions such as the 5-year program in Armenia or the MFF facility in Kazakhstan 
to allow lessons learned to be incorporated into later interventions. 

 
145. Effectiveness. Most completed projects delivered their targeted outputs, and often 
exceeding them, particularly in the number of loans to women, number of women participating 
in capacity and business development training activities, and sometimes in increased capacity of 
government entities overseeing SMEs, although the level of achievement of target outcomes was 
not always clear.  
  
146. The clearest achievements were in improving access to finance. For instance, in 
Kazakhstan, the percentage of women SME borrowers under the program was 30%, exceeding 
the target of 16%. Likewise, in Uzbekistan, women-led SME borrowers were 37%, higher than 
the target of 25%. Support for BDS to improve women’s skills in establishing and running 
businesses, based on output data, were likely achieved since a large number of women 
participated in training and women tended to take action as a result of the training. For instance, 
in Armenia, of the 600 start-up SMEs attending trainings, 51% were SME women owners and 
54% of them successfully obtained funding after the training. Support for BDS was often 
provided through focused TA projects attached to the main projects which appeared to be a 
successful approach. In Bangladesh, the Women’s Chamber of Commerce implemented a TA 
project that established 45 dedicated women entrepreneurs’ desks in public financial institutions 
in 6 districts, and this was found to be the key to simplifying the processing of loan applications 
for women entrepreneurs. In Kazakhstan, several positive intermediary results indicated a similar 
successful outcome. When loans were made through PFIs, however, the ability of ADB to ensure 
support for BDS appeared to be limited, because ADB often did not have a direct relationship 
with the PFIs. Integrating women into value chains received little support from ADB, except for 
a grant in Cambodia,102 and the lack of data made it difficult to assess its effectiveness (Appendix 
7, Linked Document E). 
 
147. Efficiency. The 10 completed gender-mainstreamed SME operations had minor cost 
overruns. They were completed with an average closing delay of 9 months. Delays ranged from 
4–18 months.  
 
148. The delays mostly happened in FILs and were mainly caused by meeting legal and 
institutional requirements for subsidiary loans from government to PFIs and for onlending to 
women SMEs. Examples included the Kazakhstan SME Investment Program, Tranche 1 (delayed 
by 9 months) and its attached TA on capacity development (delayed by 18 months), the 

                                                
102 ADB. 2012. Report and Recommendation of the President on the Proposed Improving Market Access for the Poor in 

Central Cambodia. Manila. 
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Uzbekistan Second Small and Microfinance Development loan (effectiveness delayed by 4 
months), and the Bangladesh SME Development loan (delayed by 9 months).  

 
149. Some projects were delayed because of a lack of flexibility in their implementation. For 
example, the Pakistan Rural Enterprise Modernization Project was to establish a rural enterprise 
modernization company to provide BDS services on a commercial basis in rural areas, with details 
to be developed during implementation. By the closing, only 9% of the loan had been disbursed. 
 
150. Other factors reported as leading to delays included meeting ADB’s environmental 
safeguard requirements and internal processes including coordination across government 
agencies. Examples of projects that encountered delays for these reasons included the 
Kazakhstan SME Investment Program, Tranche 1 (delayed by 1 year), Armenia Capacity Building 
for Women’s Entrepreneurs Support (delayed by 1 year), and Viet Nam Second SME Development 
Program, Subprogram II (delayed by 5 months).  

 
2. Results of Support for Women in Business 
 

151. The results of ADB’s support for women in business varied across countries. The 
support did well in Armenia, Bangladesh, Uzbekistan, and Viet Nam where efforts included policy 
change and capacity development for women-led SMEs. On the other hand, the support had 
limited results in Kazakhstan, India, and Pakistan where efforts focused solely on providing credit. 
The ADB gender-mainstreamed SME operations that were evaluated primarily focused on 
enhancing access to finance mainly in the form of FILs for onlending to SMEs, including women-
led SMEs. Support for the business environment largely addressed broad women in business 
environment issues facing SMEs generally. ADB did support a fair amount of BDS and capacity 
development for women entrepreneurs, including in Armenia, Bangladesh, Kazakhstan, Pakistan, 
and Uzbekistan. There was only one project supporting integrating women SME into value chains 
in Cambodia (Improving Market Access for the Poor in Central Cambodia).103 The analysis below 
is based on the completed gender-mainstreamed SME projects that were evaluated (Appendix 7, 
Linked Document E) and the feedback from evaluation missions in the case countries (Table 18). 
The discussion is limited to highlights of the three relevant case countries, while more details 
including on other countries assessments are provided in Appendix 7, Linked Document E. 
 

Table 18: Results of ADB Support for Women in Business 

Support Area  

Case Countries  
with Completed Gender-

Mainstreamed SME 
Operations 

Other Countries 
with Completed Gender-

Mainstreamed SME Operations 

ARM IND VIE BAN KAZ PAK UZB 
Business Environment/Business 
Development Services/Capacity 
Development 

       

Access to Finance        
Access to Value Chains - - - - - - - 
- = not applicable, brown circle = no change, ADB = Asian Development Bank, ARM = Armenia, BAN = Bangladesh, IND = 
India, KAZ = Kazakhstan, PAK = Pakistan, SME = small and medium-sized enterprise, UZB = Uzbekistan, VIE = Viet Nam. 
Source: Evaluation team.  

  
152. In Armenia, ADB helped strengthen the business environment through formulation of 
the National Strategy of Small and Medium Entrepreneurship Development, 2011–2015, which 
focused on creating a competitive environment for SMEs, and included a chapter on promoting 
women’s entrepreneurship with an outlined action plan. The program supported start-up and 
individual coaching activities, in which 51% of the participants were women entrepreneurs. Of 

                                                
103 There was no evaluation report available for the Cambodia grant.  
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these, 54% presented a business plan to a financial institution and successfully obtained funding, 
exceeding the 30% target. The program helped issue 300 loan guarantees, of which over half 
were released to women entrepreneurs. The program conducted awareness campaigns and 
updated SME databases with sex-disaggregated data for ownership of SMEs (Box 10). 
 

 
153. Armenia topped the ranking of Eastern European countries in its support for women 
entrepreneurs in 2016. Women participation in firm ownership increased from 12% in 2005 to 
25% in 2013, and the percentage of firms with female top managers increased from 14% in 2008 
to 19% in 2013. The SMEs surveyed for this evaluation indicated that 50% of sample SMEs were 
women owned and 48% had women in top management. Of the total number of loans granted 
under the program, 70% were to women entrepreneurs.104  
 
154. In India, direct lending to women entrepreneurs under the sovereign loan MSME 
Development Project was cancelled and therefore did not benefit women in business. Support 
provided under the India Khadi Reform and Development Program to increase the awareness and 
capacity of women workers in the khadi industries was restructured and the GAP was dropped, 
and the project was reclassified from gender equity to effective gender mainstreaming during 
the restructuring.105 Women were provided with some equipment and skills training but the 
project did not appear to have changed their economic positions significantly. 
 
155. NSOs through private sector banks served individual women in petty trade activities with 
small loans at high interest rates (24%–26%), not formal women-led SMEs. In addition, about 
75% of the women borrowed for education rather than for business. Clearly, this experience 
defies the objective of providing affordable loans to SMEs for their business expansion and 
contradicts the objective of the SMEs operations. Moreover, the operations in India focused solely 

                                                
104 Based on data as of 31 October 2017 provided by Central Bank of Armenia-German Armenian Fund.  
105 Evaluation of Government Interventions in Khadi Sector, Centre for Public Policy Research, January 2016. 

Box 10: Armenia Capacity Building for Women’s Entrepreneurship 
 

In October 2012, the Asian Development Bank (ADB) approved $800,000 in technical assistance (TA) 
to support the delivery of outputs under the Armenia Women’s Entrepreneurship Support Sector 
Development Program, which comprised a $20 million policy-based loan for business environment 
policy reforms and a $20 million financial intermediation loan for onlending to micro, small and 
medium-sized enterprises (MSMEs) through participating financial institutions.  
 
The TA activities focused on building the capacity of the service providers (financial and non-financial) 
and women entrepreneurs and helped improve the environment for women entrepreneurs in Armenia. 
Women’s participation in firms’ ownership increased from 11.5% in 2005 to 15.3% in 2013 and the 
percentage of firms with female top managers increased from 13.5% in 2008 to 19.1% in 2013. In 
2016, Armenia topped the ranking of Eastern European countries in its support to women 
entrepreneurs. The TA also helped achieve the policy actions for the second tranche of the policy-based 
loan and delivered two key outputs. Assistance to the Ministry of Economy helped define action plans 
linked to the national strategy for small and medium-sized enterprise (SME) development and 
improvement in the capacity of women entrepreneurs and MSMEs. By the end of 2016, 4,584 women 
received training and business development services (BDS), exceeding the target of 3,500. Of these, 
54% obtained funding from financial institutions, which was above the target of 30%. 
 
The key factors contributing to success were: (i) strong government ownership, (ii) business training 
and mentorship schemes for women entrepreneurs, (iii) networking activities that provided access to 
professional networks, and (iv) matching BDS with the constraints of entrepreneurs.  
 
Sources: Evaluation review of project documents and feedback from evaluation mission to Armenia (Appendix 7, 
Linked Document F). 
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on lending, and did not have a transformative effect on women or gender equality, as they did 
not provide suitable financial products for formal women-led SMEs. The PFIs surveyed for this 
evaluation indicated that on average the share of women-led SMEs remained the same at 33% 
at the start of ADB program and at end of 2016. The sample survey of SMEs conducted for this 
evaluation indicated that only 3% were women-owned in India (the global average is 31%–38%) 
and only 5% had women in top management.106  

 
156. In Viet Nam, the Second Small and Medium-Sized Enterprises Development Program 
helped produce a white paper that contributed to the formulation of the SME law in, which 
contained a definition of women-owned businesses. The program helped simplify the business 
registration system and to provide capacity building for the implementation of the provincial 
registrar offices, with 40% of the officers trained being women. The program also helped improve 
the statistical base for SME policy formulation and currently publishes size- and sex-
disaggregated data on SMEs.  

 
157. The program provided an additional focus on women entrepreneurs, with the Viet Nam 
Women’s Union supporting access to credit for over 286,000 women entrepreneurs. The Viet 
Nam Women’s Union helped to enhance the outreach to women through its local branches, 
which are familiar to women from rural areas, and are less daunting than the more formal 
financial and government institutions. The percentage of women entrepreneurs with access to 
credit almost tripled from 9% in 2009 to 25% in 2013. The survey of SMEs in Viet Nam indicated 
that 16% were women-owned and 24% had women in top management. 

 
E. Chapter Summary 
 
158. ADB-supported operations were small relative to the estimated SME development 
financing gaps ($10 billion–$20 billion for South Asia, $150 billion–$180 billion for East Asia and 
the Pacific in 2010). They appear to have made a modest contribution to SME growth in the 
region, including of women-led SMEs. Development results varied among the areas of 
intervention and across the countries of support. 
 
159. Operations supporting the business environment performed well and contributed to a 
general improvement in the ease of doing business and an increase in SME registration in 
countries supported. Access to finance operations comprised the bulk of ADB support for SMEs 
but 51% of these were less than relevant, 57% less than effective, and 70% less than efficient. 
Their development results were generally limited or difficult to document. Implementation 
monitoring sometimes did not allow assessment of the effectiveness of the interventions due to 
the lack of data on the size and performance of the relevant portfolio. Loans helped strengthen 
the balance sheets of PFIs but some had little value added or catalytic or demonstration effects. 
Operations supporting SMEs’ access to value chains addressed key market constraints although 
almost half ended up providing credit to SMEs. The five completed access to value chains 
operations achieved their intended outputs and some outcomes but it is too early to assess their 
broader results.  
 
160. Nearly half of total SME financing supported operations classified as gender-
mainstreamed with activities to address gender issues and promote women’s participation in 
business. Most completed projects delivered planned outputs, often exceeding targets. Results 
varied among the countries, depending on the approaches undertaken. 
 
 

                                                
106 IFC. 2011. Strengthening Access to Finance for Women-Owned SMEs in Developing Countries. Washington, D.C. 
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HIGHLIGHTS 
 
Rationale in prioritizing ADB support for SMEs is not clear 
 SMEs need a broad range of conditions to be met for their effective operation. Yet ADB’s support 

focused mainly on improving the SMEs’ access to finance, particularly through intermediation loans for 
onlending to SMEs. 

 
Key operational issues that hinder the performance and results of ADB’s SME operations 
 Insufficient effort has been made with respect to ADB support for project implementation and 

monitoring. 
 Poor DMFs in project documents and lack of SME data make it difficult to monitor progress. 
 Business environment operations did not address issues at the subnational level and reform often 

lacked implementation support. 
 Access to finance operations primarily focused on providing credit lines for SME financing through PFIs 

and lacked focus on developmental impact. 
 Support for SMEs’ access to value chains largely ended up providing loans to SMEs. 
 Support for women in business largely ended up providing loans to SMEs.  
 
Organizational obstacles to successful SME operations 
 Development objectives and strategies for SME operations are not clear to ADB staff. 
 ADB has an inadequate staff complement for SME operations; staff lack experience, have limited career 

motivation, and there is a high turnover of staff. 
 ADB has a limited number of useful knowledge products on SMEs.  
 There is lack of coordination, communication, and information sharing across ADB departments. 
 

 
161. The discussion in this chapter focuses on fundamental issues that ADB needs to address 
to strengthen the development results of its SME operations. The chapter has three parts. First, 
it presents the key operational issues that were identified as major factors contributing to the 
subpar performance and the results of SME operations. Second, it highlights institutional issues 
that affect the practices and performance of SME operations supported by ADB. Main 
suggestions from the staff interviews conducted for this evaluation are presented. The third part 
summarizes the key points discussed.  
    
A. Operational Issues   
  

1. The rationale for the prioritization of areas of ADB support for SMEs is not 
clear. ADB’s support focused heavily on access to finance, particularly on 
providing intermediary loans for onlending to SMEs despite the below 
average performance of these operations, as evident in this evaluation, 
IED’s earlier evaluations, and recent evaluations of other MDBs. Likewise, 
ADB invested disproportionately more resources in countries at higher 
levels of development than in countries where SMEs face even more 
constraints.  

 
162. SMEs need a broad range of conditions for their effective operation: a sound business 
environment (an enabling policy and legal framework, effective and efficient regulations, and 
administration); an efficient financial market with a functioning financial infrastructure; an 
integrated product market in which SMEs can compete; and the presence of supporting 
institutions, including BDS for SMEs and advisory services to policy makers and capacity building 
for financial institutions. ADB support for SMEs focused on one element, SME financing and 
mostly through providing intermediary loans to PFIs for onlending to SMEs (Figure 8). 
 
163. ADB support for SMEs can be justified if such interventions address critical policy and/or 
market failures. The economic rationale is that competitive markets deliver optimal outcomes 
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that will lead to a socially desirable number of market players, including SMEs. Thus, the primary 
goal of public interventions is to establish conditions for markets to work competitively. Red tape 
and inadequate or excessive regulation that increases the cost of doing business,107 insufficient 
recognition of property rights, and lack of market information were among the major factors 
that limit the formation, operation, and growth of SMEs.  

 
164. As was shown in Chapter 3, business environment operations had better relevance (1.9), 
effectiveness (1.8), and efficiency (1.8) performance scores than those of access to finance 
operations: relevance (1.7), effectiveness (1.1), and efficiency (1.2). They had positive 
developmental results as overall business environments for SMEs improved and the cost of doing 
business was reduced. By contrast, operations for SME financing, especially FILs, at best benefited 
only a small number of larger SMEs that had been in business for a long time and were already 
able to borrow from commercial banks. 
 
165. This finding is consistent with those of earlier IED evaluations on ADB’s financial 
intermediation lending (2008), 108  microfinance operations (2012), 109  and support for 
strengthening the enabling environment for private sector development (2013). 110  These 
evaluations unanimously agreed that intermediation loans had issues and that business 
environment interventions had a greater development impact. These findings reconfirmed the 
statement in ADB’s PSD Strategy 2000 that assistance to SMEs through credit lines had not been 
totally satisfactory (footnote 33). 

                                                
107  The World Bank report on Doing Business in 2004 noted that less developed countries regulate business much more 

than developed economies (World Bank. 2004. Doing Business in 2004: Understanding Regulations. World Bank and 
Oxford University Press).  

108  IED. 2008. Special Evaluation Study. Support for Financial Intermediation for Developing Member Countries. Manila: 
ADB. 

109  Key findings presented in Box 3. 
110  IED. 2013. Thematic Evaluation Study. ADB Support for Strengthening the Enabling Environment for Private Sector 

Development. Manila: ADB. See key findings in Box 11. 

A2f = access to finance, ADB = Asian Development Bank, AVC = access to value chains, BE = business environment, SME 
= small and medium-sized enterpirse. 
Note: The amount and number of operations are the cumulative total commitment for the concerned intervention area. 
Source: Evaluation team compiled from reviews of project documents. 

Figure 8: SME Development Needs and Level of ADB Effort, 2005–2017 
 

  

Enabling Business Environment 
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Box 11: Key Findings from Independent Evaluation Department’s (IED) Evaluation of Asian 
Development Bank (ADB) Support for Strengthening the Enabling Environment for Private 

Sector Development, 2001-2012 
 
Support for Policy and Strategic Frameworks for Small and Medium-Sized Enterprise (SME) 
Development 
ADB supported the development of SME polices, strategies, or action plans in eight countries. The 
supported policy or strategy documents were largely adopted, but the degree of their 
implementation varied from substantial (Cambodia, Pakistan, and Viet Nam) to minimal (Sri Lanka). 
In general, it was unclear what kind of impact these policies and strategies would have had on 
sustainable SME development. This was largely due to the lack of benchmarks and relevant data to 
define and monitor outcomes of promoted measures.  
 
Support for Business Development Schemes  
ADB provided support for business development services in eight countries using various modalities 
that were largely in line with recognized good practices involving cost-sharing by SME service users 
through voucher and matching grant schemes. Only the voucher business development services 
scheme in Pakistan was so far effective and financially sustainable. Programs in Sri Lanka and Tonga 
had significant implementation problems and flaws, while the Federated States of Micronesia 
intervention produced anticipated outputs but little measurable impact. The project in Samoa was 
effective but lacked financial sustainability.  
 
Support for SME Financing Schemes  
During the evaluation period, ADB approved 11 credit lines for SMEs. Of the six completed projects, 
four were fully disbursed and the remaining two were partially cancelled. Most ADB-supported SME 
credit lines did not result in any significant increase in SME lending for the intermediaries or across 
the system, as they did not address underlying sector issues impeding SME finance. Problems faced 
by SMEs in getting finance included high interest rates and lack of suitable collateral. Banks had 
problems lending to SMEs in part because of inadequate credit information and other financial 
information on potential borrowers, issues with registering, and the enforcement of collateral. Unless 
these issues are resolved, significant sustainable increases in SME lending are unlikely. Equally 
important will be a change in banks’ business models from collateral- and relationship-based banking 
and, in some countries, reliance on high interest rates, to proactive competition for market share 
based on price, service, and product range. Apart from financial system reforms that encourage more 
competition, progress in SMEs’ access to finance will also depend on the development of bank 
capacity for noncollateral-based lending and adequate risk management, including the introduction 
of standardized underwriting criteria, credit scoring, and improvements in operational efficiency.  
 
Relative Effectiveness of Enabling Environment Support  
The evaluation did not draw definite conclusions regarding the relative effectiveness of regulatory 
versus interventionist approaches to SME development. However, despite some mixed success, ADB 
support for improving the conditions for business entry and operations was likely to be more effective 
than direct support for SMEs and financing schemes, which at best only benefited a small minority 
of enterprises in the assisted countries. Also, the outcome of direct SME support schemes was better 
in countries with better investment climates. This suggested that support for such schemes should 
be limited to countries where the overall policy and institutional environment is conducive to their 
operation, or where the government has demonstrated commitment to address critical issues and 
concerns through appropriate measures in the foreseeable future. This evaluation confirms the 
findings of other IED evaluations on ADB’s financial intermediation and microfinance operations, 
which indicate that interventions that improve the policy and regulatory environment had greater 
success than intermediation loans. The evaluation argued the case for prior, or at least parallel, 
regulatory reforms that enhance the effectiveness of any targeted schemes and structural policy 
interventions. 
 
Source: IED. 2013. Thematic Evaluation Study. ADB Support for Strengthening the Enabling Environment for 
Private Sector Development. Manila: ADB. 
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166. Several other MDBs have recently undertaken reviews of their SME programs. These 
evaluations found that their agencies’ targeted SME financing interventions had low 
development effectiveness. Key findings of these evaluations are presented in Box 12 (a more 
detailed summary of these evaluations is provided in Appendix 5). 
 

 
167. Against this backdrop, the findings from this evaluation and those by IED and other 
MDBs suggest that interventions that address the underlying structural problems constraining 
SME business are most effective at fostering the long-term sustainable growth of SMEs. Given 
the large need for SME financing relative to the amount ADB can provide by channeling funds to 
SMEs, either through financial intermediaries or directly, ADB may have at best a modest impact 

Box 12: Small and Medium-Sized Enterprise (SME) Evaluations of Multilateral Development 
Banks 

 
Recent SME evaluations of other multilateral development banks (MDBs) were conducted by the 
European Bank for Reconstruction and Development (EBRD) in 2017, the Inter-American Development 
Bank (IDB) in 2016 and 2017, the World Bank in 2014, and the European Investment Bank (EIB) in 2013. 
  
The World Bank evaluation covered a portfolio of $18 billion provided through sovereign operations 
($5 billion), the International Finance Corporation (IFC, $10 billion), and Multilateral Investment 
Guarantee Agency ($3 billion) during 2006–2012. This evaluation found that many of the World Bank 
Group’s targeted projects did not have a strong justification, were weakly focused on SMEs, and/or had 
limited potential for additionality. The evaluation recommended that the World Bank Group clearly 
justify how its support for access to finance could remove the constraints to SMEs’ financing in a 
sustainable way. 
  
IDB’s 2017 evaluation of the direct support to SMEs ($219 million, 2006-2015) did not find evidence 
that IDB’s loans reached the intended SME beneficiaries or that the SME loan portfolio in a country 
increased because of IDB’s interventions. It also found that development indicators of access to finance 
interventions were not identified or tracked consistently, making it difficult to assess their development 
effectiveness. It recommended that IDB discontinue providing direct loans to SMEs.  
 
IDB’s 2016 evaluation of its work through financial intermediaries ($7.8 billion, 2005-2014), among 
others, did not find clear evidence for the contribution of IDB’s support to the increase in the SME loan 
portfolio of financial intermediaries. It found limited efforts of IDB financing on beneficiaries, especially 
regarding interest rates for lending. It noted the limited information about the effect of improved access 
to finance on SME performance such as increases in job, sales, and productivity.  
 
The EIB evaluation of its support for access to finance (Euro 64 billion, 2005-2012) found that (i) 
financial intermediaries of EIB intermediation lending generally choose larger and less risky SME as 
clients; (ii) the EIB loans had some impact on growth and employment, although great variations exist 
across countries; and (iii) overall, EIB’s SME intermediation lending did not improve access to finance 
for SMEs underserved by banks, except when operations were carried out as part of national programs 
and implemented by banks that are specifically tasked to promote SMEs.  
 
The EBRD evaluation ($65 million, 2011-2015) found that its Small Business Support Program was 
successful only when it was integrated with local conditions through physical relocation of the program 
management team to EBRD resident offices, process improvements, joint products with local banks, 
and increased client cross-referrals among financial institutions.  
 
Sources: EBRD. 2017. Evaluation of the Small Business Support Programme 2011-2015. London; IDB. 2017. 
Evaluation of Direct Support to SMEs by the IIC. Washington, D.C.; IDB. 2016. Evaluation of IDB Group’s Work 
through Financial Intermediaries SME Finance. Washington, D.C.; World Bank Group. 2014. The Big Business of Small 
Enterprises; Evaluation of the World Bank Group Experience with Targeted Support for Small and Medium 
Enterprises 2006-2012. Washington, D.C.; EIB. 2013. Synthesis Report Ex-post evaluation of EIB Intermediated 
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at national levels.111 The fact that most of ADB’s effort to support SMEs focused on channeling 
funding to SMEs and that this had limited catalytic or demonstration effects suggests that this 
approach needs to be revisited.    
 

2. ADB’s efforts, especially in access to finance operations, tended to focus 
more on project formulation and design than on implementation and 
monitoring. 

 
168. The portfolio performance assessments showed that many access to finance operations 
clearly performed better on relevance than on effectiveness and efficiency (Figure 9). The 
disaggregated scores by sovereign and NSOs were presented in Figures 7A and 7B.  
 
169. The lower than average effectiveness score of access to finance operations was partly 
because ADB efforts focused on loan signing and disbursement (from ADB to PFIs and 
subsequently to SMEs). PFIs subsequently paid less attention to ensuring that subloans reached 
the targeted SMEs. PFIs in the case countries made little or no change to their financing 
approaches to ensure that development goals stated in the RRPs (such as increasing financing 
for small SMEs borrowing for the first time or for women) were achieved. Meanwhile, during 
consultations for this evaluation, the project officers of access to finance operations frequently 
mentioned the lack of resources (staff and TA budget) to ensure close monitoring and the focus 
of staff time on maximizing the number and volume of new operations (at the expense of 
prioritizing developmental impact). 

 
170. The lower than average efficiency 
score of sovereign access to finance 
operations was due mainly to implementation 
delays, including the long time taken for 
operations to become effective, delays in 
consultant mobilization, and slow loan 
disbursements. The slow disbursement of FILs 
was because of the time it took to resolve legal 
issues related to subsidiary loan agreements. 
Delays in loan disbursements were sometimes 
caused by the time it took PFIs to meet 
environmental safeguard requirements, 
especially with the setting up of an 
environment and social management system 
and staffing to implement the system. There were also coordination issues among executing and 
implementing agencies in sovereign loans, and communication and work quality issues between 
ADB staff and stakeholders in intermediation loans to PFIs. 
 

3. SME operations often had poor DMFs and lacked credible performance data 
that would allow timely progress monitoring and mid-course adjustment to 
improve development results.  

171. One issue that made it difficult to measure the performance of SME operations was the 
poor quality of project DMFs. The DMF is a vital tool for monitoring and evaluation; and needs 
to be well-thought through. It should contain specific, monitorable, achievable, relevant, and 
time-bound indicators. However, many projects lacked baselines, had outcome and impact 
indicators that were not in line with operations (poor links from output to outcome and impact), 
and included targets that were either overly optimistic or set too low (Box 13).  
                                                
111 The financing gap was estimated by IFC in 2010 at $150 billion–$180 billion for East Asia and the Pacific, and $10 

billion–$20 billion for South Asia. See Appendix 7, Linked Document A, Section C. 

 

  

Source: Evaluation team.  
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172. The most commonly cited issue in 
the meetings with project officers was the 
poor quality of DMF indicators and 
targets. While DMFs have improved 
during the evaluation period, there is a 
consensus among SME project officers 
met by the evaluation team and 
operations staff interviewed that further 
improvement is required. For instance, 
many projects target increases in national 
employment and share of SME products 
to GDP, which is too ambitious for the 
funding made available. These should be 
impacts not outcomes. 
 
 
173.  Capacity building projects had indicators on the number of training activities and 
participants but did not include indicators on improved outcomes, e.g., on the use of knowledge 
gained during training or changes to business practices after capacity building. Many access to 
finance operations targeted improvements in the non-performing loan ratio, returns on assets, 
the growth rate of banking credit and leasing finance, or in SME employment. These were 
sometimes targeted to grow by 10%, an unrealistic target given the small size of the financing 
provided, especially when there is a lack of TA to strengthen credit risk management, or when 
ADB does not participate in the Board of the PFIs. By contrast, many access to finance projects 
that targeted rural SMEs, such as the NSOs in India and Armenia, set very low targets that were 
already being met by the PFIs. 
 
174. Some project officers said there was often a lack of coordination with technical specialists 
when project officers develop their indicators, as well as a lack of standard or preferred 
indicators, for different types of operations to choose from. Staff interviewed for this evaluation 
recommended that ADB identify a set of outcome indicators for SME operations as a reference 
to guide the preparation of project DMFs.  
 
175. The data needed to make DMFs work was not available in assessment reports. This was 
a major issue in this evaluation and was shared by many project officers, as it emerged as one of 
the most common concerns. Interviewees said that agreements between ADB and PFIs were 
insufficiently clear on what data should be included and that the guidelines for annual and 
quarterly monitoring reports were unclear about which developmental indicators, if any, should 
be included. In the case countries, only one monitoring report included a significant amount of 
developmental impact data. ADB is not alone in this shortcoming, as the World Bank evaluation 
in 2014 reported that the same issue was a core problem for the World Bank’s SME financing. 

112However, ADB’s case may be more worrying. Even though at least two of the four recent MDB 
SME reviews (Inter-American Development Bank [IDB], 2017 and World Bank, 2014) note that 
there were insufficient data to assess operations’ results, they were able to comment on the 
percentage of new-to-bank borrowers, and the degree of access to finance for SMEs post-
operation. For ADB’s portfolio, such data are rare to enable any assessment of developmental 
impact other than the volume of funding that was made available, and sometimes the number 
of SMEs financed.  
 
 
                                                
112 World Bank Group. 2014. The Big Business of Small Enterprises; Evaluation of the World Bank Group Experience with 

Targeted Support for Small and Medium Enterprises 2006-2012. Washington, D.C. 

Box 13: Why were many small and medium-sized 
enterprise operations less than effective? 
• Outcome and sector development impact targets 

were often inflated, unrealistic, or inappropriate 
to the operation undertaken. 

• Robust monitoring data to justify the 
achievement of outcome and impact targets 
were often unavailable. 

• Links between output, outcome, and sector 
impact were weak. 

• Inadequate follow-up support was offered to 
ensure effective implementation of reforms. 

 
Source: Evaluation team synthesis from review of completed 
operations.  
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4. Business environment operations have so far broadly addressed national 
but not subnational policy and legal issues. Reforms lacked implementation 
and institutional support.  

 
176. At the subnational level, there are variations in the supportive business environment, 
including legal and regulatory impediments and inconsistencies in regulations and administration 
procedures across regional, provincial, and local jurisdictions.113 Also, while ADB’s support in 
some countries helped establish the necessary policy and legal frameworks, some reforms lacked 
follow up support to ensure that laws, policies, and regulations were implemented, enforced, 
and sustained. Overuse of the prior action financing scheme exacerbated this issue. Facilitating 
trade remained an issue, particularly in the areas of sanitary and phyto sanity measures, trade 
finance and policy, and customs policies and procedures. There were also gaps in contract 
enforcement and judicial processes in SME operations. 
 
177. Strengthening financial infrastructure systems is another area sometimes lacking 
support, particularly in countries that do not have a credit information sharing system that works 
well. Modernization of the secured transactions registry and e-payment systems are outstanding 
issues in some countries. More efforts are needed to help build the capacity of financial 
institutions for SME financing, such as in credit risk assessment and the development of new 
financial products tailored for SMEs. Likewise, there is scope for improving the performance of 
SMEs through the provision of BDS, encompassing operations, advisory, and advocacy services. 
SME sector data to support policy formulation are still lacking. 

 
178. In Central and West Asia there remains ample room for reforms in countries that have 
transitioned from command to market economies. Legal barriers still constrain development of 
a market-driven business environment in these countries. Restrictions on cash lending and the 
daily cash deposit requirement in Uzbekistan reduce bank loans to SMEs and increase the cost of 
borrowing for them, especially for smaller SMEs that need daily cash liquidity.114 Property rights 
are not yet extensive, and these rights can only be protected through the legal process. Unlike in 
Southeast Asia, ADB has not been as actively involved in supporting reforms in the policy and 
legal frameworks in this region. 

 
5. Access to finance operations primarily focused on providing credit lines for 

SME financing through PFIs and paid inadequate attention to 
developmental impact. 

 
179. DMCs that need ADB support the most received less than countries with less acute 
needs. A low proportion of operations were executed in the least developed ADF-only countries. 
Of the 128 access to finance operations that were assessed, only 14 (11%) with financing of $173 
million (4%) took place in these countries. Although the ADB financial strategy is not specific 
about the optimal geographic allocation of ADB funding, this distribution of ADB support seems 
unjustified given the large number of poorly functioning SMEs in less developed countries.  

 

                                                
113  For example, in Viet Nam, the composite provincial competitiveness index (PCI) assesses and ranks economic 

governance and business regulatory environments across the country’s regions based on annual surveys of over 
11,000 private enterprises of all types in 63 provinces and municipalities. The PCI in 2017 reported wide gaps between 
the business environments in major cities and urban areas such as Ho Chi Minh City, Hanoi, Da Nang, and Quang 
Ninh, and those in other lagging provinces in Viet Nam: http://pci2017eng.pcivietnam.vn/uploads/pci2017/PCI-
2017_%20Full-Report.pdf (reviewed on 23 March 2018). 

114  IED. 2017. Performance Evaluation Report. Uzbekistan: Second Small and Microfinance Development Project. Manila: 
ADB. 

http://pci2017eng.pcivietnam.vn/uploads/pci2017/PCI-2017_%20Full-Report.pdf
http://pci2017eng.pcivietnam.vn/uploads/pci2017/PCI-2017_%20Full-Report.pdf
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180. Projects almost exclusively partnered with leading PFIs, although these were least 
likely to need support and were the most inflexible. ADB has strict risk guidelines which 
encourage a focus on PFIs that can implement operations in a timely way and allocate funds in 
compliance with the project criteria. However, there is no consistent approach to selecting PFIs 
in view of the national context or needs. The PFIs selected for NSO tended to be among the 
largest in the country. In most cases, ADB’s financing represented a tiny fraction of the PFIs’ loan 
portfolio, so ADB’s influence on them was likely to be small. Project officers interviewed 
highlighted difficulties in closing these deals, and in obtaining the required data from these PFIs. 
Virtually all project officers who questioned why there were not more PFIs of smaller size working 
with ADB on SME financing believed that this was because the ADB Operations Manual on FILs 
(OM D6) requirements and the Office of Risk Management would disallow financial institutions 
with smaller balance sheets that are unlikely to meet eligibility criteria and are perceived to be 
risky.  
 
181. Many operations that were classified as SME projects in fact targeted either larger 
firms or micro-enterprises. It was not only the PFIs that tended to be larger than ideal, final 
beneficiaries were too. The same issue emerged at European Investment Bank (EIB) whose SME 
finance evaluation in 2013 found that most of the PFIs lent to larger and safer end-borrowers.115 
This applies to the ADB portfolio too although there were exceptions, e.g., when there was a 
requirement to keep subloans smaller. In these cases, however, the lending becomes 
microfinance (e.g., lending by Yes Bank, RBL, or Axis Bank in India). Otherwise, this evaluation 
found that it is the middle-market enterprises that are larger than the national SME definition 
that are provided with financing. This diminishes ADB’s development impact as it is not bringing 
financing to underserved SMEs. It also reduces the number of enterprises that are supported. 
 
182. Insufficient TA resources were allocated to ensure higher levels of developmental 
impact. An aspect of the portfolio that improved over the evaluation period was the inclusion 
of TA in access to finance operations. By 2013–2016, most operations had associated TA 
projects—a notable trend since the PFIs surveyed for this evaluation found that learning from TA 
improved management practices, services, and product quality; reduced costs; enabled access to 
new markets; and strengthened financial management.  
 
183. However, even when TA was provided, as in SME operations in Mongolia and India, it 
was not always adequate to address capacity-building requirements. There were very few 
instances where part of the TA was used to ensure that the monitoring data required to measure 
operation results was adequately and consistently collected. TA sometimes appeared to be an 
after-thought or a sweetener to get the operation approved. Sometimes an operation’s financing 
proceeds were fully utilized by the time the TA is on board, negating the claim that the TA would 
help the financing to be used in a new and more effective manner. Staff interviewed felt that the 
TA made available was usually insufficient to make a success of access to finance operations and 
recommended that ADB provide more resources (e.g., specific funding, separate TA) to improve 
operations. Long-term TA is particularly important as it allows for deeper and broader capacity 
building for PFIs, SMEs, and national agencies responsible for SMEs. ADB could also increase its 
understanding of borrowers’ financial sectors through knowledge and support TA projects or 
transaction TAs; taking charge of subsidiary loan agreements, particularly those key parameters 
such as relending and onlending interest rates during processing; and making agreements with 
borrowers at least during loan negotiations. 
 
184. Lack of additionality and innovation in access to finance operations. Operations 
offering loans to SMEs comprised 50% of ADB’s SME access to finance operations by number, 
and 78% of the total volume financed. This type of lending to SMEs is already being done by 
                                                
115 EIB. 2013. Synthesis Report Ex-Post Evaluation of EIB Intermediated Lending for SMEs in the EU 2005-2011. 

Luxembourg. 
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most PFIs, and by other MDBs and bilateral development partners. This lack of additionality and 
innovation may be linked to limited staff time because of approval pressures or lack of incentives 
because staff performance reviews do not reward innovative initiatives. Project officers 
interviewed were of the view that more corporate support for innovation is needed. Box 14 
presents an example of an alternative, innovative way of offering credit to SMEs using a credit 
auction in Sri Lanka. 

 
6. Operations to support women in business largely focused on providing 

credit to women-led SMEs, with less emphasis on helping women owners 
improve their technical capacity to enable them to expand their enterprises.  

Box 14: Sri Lanka Credit Auction: 
An Innovative Way to Meet Both Financial and Developmental Targets 

 
In 2015, the Asian Development Bank (ADB) and the government of Sri Lanka began discussions on a line 
of credit for small and medium-sized enterprises (SMEs). ADB was concerned that banks would not draw 
down the credit line because, in 2008, ADB had approved an SME credit line in Sri Lanka that struggled 
to disburse. Another development partner encountered similar difficulties in 2011. Based on feedback 
from the banks, ADB concluded that the problem was the high cost of ADB funds. Although the funds 
were lent to banks at market rates they included additional transaction costs that made them more 
expensive than alternatives. These included the costs of social and environmental safeguard monitoring 
and reporting, and requirements to lend to riskier borrowers, such as SMEs led by women, first-time 
borrowers from a bank, or SMEs located outside Colombo. 
 
To address this problem, in 2016, ADB approved the Small and Medium-Sized Enterprise Line of Credit 
Project which included a credit auction in the design. Taking account of the additional costs associated 
with an ADB loan, banks could price how much the ADB loan was worth to them. To hold the auction 
winners accountable, penalties equal to the bank’s bid rate and ban on participation in future auctions 
were included for banks that failed to meet disbursement and development targets. In 2016, ADB and 
the government conducted two online auctions through an auction service provider. Overall, ADB was 
satisfied with the auctions’ performance as the funds were quickly disbursed to the banks and from the 
banks to targeted SMEs. However, the government raised concerns that a handful of banks would 
continue to dominate the auction results, which in turn might limit the outreach of the credit line given 
geographical dispersion of branches and other considerations. Therefore, in March 2017, the auction was 
discontinued; instead, all the participating banks could request a semiannual pro rata allocation that 
would be priced at the sector’s average weighted deposit rate.  
 
Following these changes, the project continued to perform well. The development targets were increased 
with banks, e.g., the target for lending to women-led SMEs was increased from 5% to 20% and to first-
time borrowing SMEs from 10% to 20% of all loans. The disbursement schedule was also accelerated, 
and the government requested additional financing to increase the project from $100 million to $175 
million.  
 
Two lessons can be drawn from this experience. First, credit lines should be designed with the credit cycle 
in mind. The 2008 credit line was originated when loan growth was contracting. In such conditions, the 
objective should have been to just to keep credit flowing. In contrast, the 2016 credit line came during a 
period of expansion. When banks are already eager to lend, there is an opportunity to push them to make 
loans that they might not normally make. The credit line’s focus on SMEs that were led by women, were 
first-time borrowers, or were located outside Colombo was also appropriate. Second, despite a consensus 
that other projects had struggled because of the high transaction costs, the real problem might have 
been incentives. If the consequence for a bank of not drawing a credit line was an extension of that credit 
line, the downside for banks is limited. However, if the consequences are financial penalties and 
effectively ceding the available funds to competitors, the downside is tangible. The ADB approach in Sri 
Lanka not only offered new solutions to old problems but also focused on implementation that was 
sufficiently flexible to accommodate changing circumstances. 
 
Source: Evaluation team compiled from relevant project documents and inputs provided by South Asia Department. 
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185. Although access to finance is important, there are other equally important priorities for 
women-led SMEs such as identifying and linking the existing skills and advantages of SMEs with 
product markets. There were few interventions to support microentrepreneurs to upgrade their 
operations and to become SMEs. Moreover, despite the many BDS operations with GAPs, the 
designs of BDS operations did not always fully reflect the varying needs of different women 
groups. Business services often did not include a detailed analysis of women’s needs in their 
designs. They were mostly top-down interventions and did not reflect the specific concerns and 
services required by different groups. For example, for those already operating in the formal SME 
sector, integrating enterprises into complex value chains would enhance their productivity and 
growth. Entrepreneurial activities in traditional sectors (e.g., khadi industries in India) need to 
enhance the skills of their female weavers to improve their product quality and therefore attract 
higher sale values. 

 

B. Institutional Issues  
 

186. The discussion below is based on responses from staff at ADB headquarters interviewed 
for this evaluation representing their departments.116 It focuses on organizational issues in ADB 
related to SME operations and covers policies and strategies, operational practices, knowledge 
products, staffing and resources issues, and staff recommendations to improve future SME 
operations. Staff profiles and detailed staff responses are presented in Appendix 6.  
 

1. Development objectives and strategies for SME operations are not clear to 
staff.    

 
187. ADB does not have a sector policy or strategy to guide its SME operations, other than 
broad statements under the inclusive growth and financial inclusion pillars in its Strategy 2020 
and FSOP, 2011 (and recently, the 2017 Review of the FSOP). The PSD Strategy 2000 identified 
the potential instruments for SME operations rather than explaining what they should ultimately 
achieve. The interviewed project officers felt that developmental objectives were not clearly 
defined, implemented, or encouraged. Officers needed to spend their limited time on getting 
larger volumes of projects approved, or trouble-shooting existing operations, rather than 
maximizing developmental impact (Appendix 6, Table A6.2). Among the top priorities for 
improvement for SME support are: (i) for ADB to prepare a sector strategy for SME operations, 
and (ii) for operations departments to conduct a thorough sector analysis and diagnostics to 
underpin the rationale and objectives of intended interventions.  

 
2. Staff had mixed views on the corporate arrangements to support SMEs but 

were generally less than satisfied, particularly with the allocation of 
dedicated staff and their level of experience. 

 
188. The 2017 review of ADB’s 2011 FSOP identified shortfalls in resources, skills, and 
capabilities as among the reasons for ADB’s finance sector operations performing less well than 
other operational sectors. The top issue identified was the lack of SME specialists in operations 
departments, as many SME project officers are not SME specialists with on-the-ground 
experience. Many officers are not focused on SMEs but handle projects in different areas, usually 
in the public finance divisions. Lack of time and approval pressures largely explain why there is 
so little innovation in SME access to finance operations, and so much copying of existing models, 
which are likely to be approved more quickly and easily. However, the issue of understaffing may 
get worse as the SME portfolio is growing more quickly than staff numbers, which is making 

                                                
116 The interviews were conducted during October – November 2017. 
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staff focus even more on the number and volume of deals closed, instead of on their 
developmental impact. 
 
189. Other concerns noted in interviews included high staff turnover, which made it difficult 
to hold staff accountable for project results, affecting the results of interventions. Staff were 
concerned about the lack of a career path for SME specialists, as SMEs are not a significant 
priority sector; the lack of recognition or promotion of SME-specific work; and insufficient 
training and inadequate information sharing. Staff felt they were already too stretched to learn 
about and propose new ideas and innovative projects (Appendix 6, Table A6.3). The top three 
human resources issues in ADB’s SME operations are: (i) lack of SME specialists; (ii) high staff 
turnover due to the lack of recognition and career path in SMEs; and (iii) lack of knowledge 
sharing within ADB (Appendix 6, Table A6.4). To address these issues, staff recommended that 
ADB provide more incentives for staff who are involved in SME operations, including providing 
opportunities, sufficient finance, and improving capacity development. 
 

3. Staff found ADB knowledge products limited and not very useful. 
 
190.  Staff were not satisfied with ADB’s knowledge products on SMEs. Only 4 of 20 found 
them adequate, 10 considered them less than adequate, and 6 had no information (Appendix 6, 
Table A6.3). Staff often resorted to using World Bank publications instead of ADB’s. Apart from 
a few handy SME-related publications (e.g., best practice notes for SME support [2006], 
Enterprises in Asia: Fostering Dynamism in SMEs [2009], and Asia’s SME Finance Monitor [2013 
and 2014]), ADB has published very few studies covering SMEs (it is said to focus more on 
effective means of communication, such as blogs). The interviewees considered sector reviews to 
be the most useful knowledge products, followed by research papers, and seminars and 
conferences. Staff considered that the best ways to improve the usefulness of ADB knowledge 
products would be through in-house dissemination seminars, by shortening reports, and by 
presenting new products to the knowledge hubs. 
 
191. IED did a web-based search of knowledge products in k-Nexus, ADB’s online depository 
of knowledge products and services, and found some recent knowledge products on SMEs. These 
include Inclusive Business in ASEAN,117 ADBI Young Enterprises and Bank Credit Denials (2018),118 
ADB Economics Working Paper Series No. 463, and blogs.119 While these are not many, staff can 
gain insights and draw lessons from these knowledge products. There is a need to raise 
awareness among staff about the availability of these publications. 
 

4. There is a lack of coordination, communication, and information and 
knowledge sharing among ADB departments. 

 
192. This issue emerged both from staff interviews and from the 2017 review of the 2011 
FSOP (an issue that may be pertinent across ADB sectors, not just the SME). Departments working 
in silos contributed to the following design shortcomings: (i) outdated or sub-standard analyses 
of the economic background in RRPs, (ii) lack of information on similar approaches that might 
have already been attempted before, and (iii) inaccurate or outdated baseline or other data in 
the DMFs. The lack of a Private Sector Group to lead the corporate agenda for SME development 
leaves the Financial Sector Group and PSOD to work together in a rather uncoordinated way. 
Financial sector staff naturally focus on FILs and access to finance rather than comprehensive 
SME development. PSOD focuses on transactions and returns. As a result, private sector 
development policy issues are not always well addressed. Staff said that ADB needs to be 

                                                
117 ADB. 2018. Inclusive Business in ASEAN. Manila. 
118 ADB. 2018. Economic Working Paper Series No. 844: Young Enterprises and Bank Credit Denials. Manila. 
119For example, “Let’s Help Them Grow: Opening Doors for Women Entrepreneurs” and “How Financial Inclusion Reduces 

Poverty, Income Inequality.”   
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proactive in promoting operations information and knowledge sharing, especially across the 
public and private sector operations departments, to improve project design and implementation 
(Appendix 6, Table A6.6). 
 
 
C. Chapter Summary 
 
193. The findings of this evaluation suggest that policies that broadly addressed underlying 
structural problems have fostered the long-term sustainable growth of SMEs. Given the large 
estimated SME financing needs in the region relative to the amount ADB can provide for SME 
financing programs, it is unlikely that ADB can have more than a modest impact at national levels 
by focusing on access to finance, either through financial intermediaries or directly. Despite this, 
ADB’s efforts have largely focused on providing credit lines to SMEs. The rationale for this kind 
of prioritizing ADB’s support for SMEs is unclear.  
 
194. In addition, there are various operational and institutional issues that impede the 
performance and results of SME operations. The key issue that arose from the operations that 
supported the business environment was that they were not sufficiently comprehensive (i.e., they 
lacked support at subnational levels, reforms were not implemented, limited support was 
provided for financial infrastructure and support institutions, and only a few reform efforts were 
supported in the countries that had transitioned from command to market economies in Central 
and West Asia). For access to finance operations, efforts focused on addressing supply-side issues 
of SME financing and were primarily provided in countries that were more ready for interventions 
and had financially safer PFIs. Often, they did not reach underserved SMEs. Operations 
supporting SMEs’ access to value chains and those supporting women in business emphasized 
providing credit to SMEs rather than addressing underlying market constraints or gender issues. 
In addition, the BDS that were provided were largely supply-driven and were not based on the 
requirements of women-led SMEs. 
 
195.  The major issues for ADB as an organization are those related to staffing (understaffing, 
high staff turnover, lack of incentives for SME work), the limited number of useful knowledge 
products on SMEs, the lack of cross-departmental coordination and information and knowledge 
sharing. 
 
 



A view of the Dong Xuan Market in Hanoi, Viet Nam. It is also known as Hanoi’s largest indoor market, offering a wide range of 
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A view of the Dong Xuan Market in Hanoi, Viet Nam. It is also known as Hanoi’s largest indoor market, offering a wide range of 
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196. The development debate on the rationale and approaches for supporting SMEs has not 
been conclusively settled. Nonetheless, most policy makers and development agencies in the 
region, including ADB and IED, believe that SMEs play an important role in poverty reduction and 
inclusive economic growth and that there are policy and market failures that hinder their full 
participation in market activity, thus limiting their potential contribution to the economy. This 
evaluation agrees with ADB that these failures need to be addressed and for this reason SME 
sovereign and nonsovereign interventions (including those to improve the business environment, 
access to finance, access to value chains, and women in business) are justified in many countries. 
The evaluation also finds that the implicit theory of change elaborated in Chapter 1 provides a 
comprehensive range of options for supporting SMEs, but that these need to be prioritized 
depending on each country situation. ADB has heavily prioritized access to finance solutions, 
especially through FILs, but, aside from the design issues of these loans, a higher prioritization 
of other options might have worked better in many countries.  
 

A. Conclusions 
 
197. Overall, the evaluation found that SME operations performed less well than ADB-
wide operations. They made a contribution to the growth of the SME sector in the region, 
though it was modest and varied widely across operational areas and countries. Many 
operations contributed to the growth of women-led SMEs. The following reasons for the 
modest performance can be given:  
 

(i) The level of ADB’s financing is small relative to the financial needs for SME 
development in the region. IFC estimated the SME financing gap for East Asia and 
the Pacific countries alone was to be $150 billion–$180 billion in 2010. The total 
amount spent by ADB-supported SME operations was less than $0.5 billion per year 
during 2005–2017.  

(ii) SME operations were concentrated in a few relatively better-off countries (i.e., those 
eligible for funding only from OCR and those eligible for funding from both OCR and 
ADF). These countries are at higher levels of economic, financial sector, and private 
sector development, and are more ready to receive loans from ADB than other DMCs 
are. Countries that required more support from ADB because of their lower levels of 
development and because their SMEs face more constraints (i.e., ADF-only countries, 
fragile states, and small Pacific island countries), received minimal support from ADB 
(together, less than 7% of total SME financing).  

(iii) SMEs need a broad range of necessary conditions for their effective operation, 
including a sound business environment, an efficient financial market, an integrated 
product market, and functioning support institutions including BDS for SMEs. Yet, 
almost 90% of ADB financing focused on improving the access of SMEs to financing, 
particularly intermediation loans to PFIs for onlending to SMEs.  

(iv) Like earlier IED evaluations of ADB’s support for financial intermediation lending 
(2008), microfinance (2012), and private sector development (2013), this evaluation 
found that interventions to improve the policy and regulatory environment (e.g., in 
Armenia and Viet Nam) were more successful on average than intermediation loans 
(e.g., in India). While it is true that lack of access to finance is often cited by SMEs as 
a key constraint to their growth, many other constraints were also mentioned. It is 
the view of this evaluation that ADB should give more weight to other operational 
areas than access to finance.  

 
198. Operations supporting the business environment for SMEs performed well and did 
help ease the cost of doing business. Support for policy and legal reform and the regulatory 
and administration system delivered good results, while support for SME institutions was 
limited and the result was not evident. A major issue of these operations was that they 
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focused on national level issues and often did not have sufficient technical support for 
implementation. The evaluation found that business environment operations were well-aligned 
with governments’ and ADB strategies to create an enabling business environment for private 
sector development and they used the right mix of instruments to address identified constraints. 
Their developmental results varied depending on the level of effort and the government’s 
commitment to reform. Generally, countries where ADB supported changes to improve policy 
and legal frameworks (Armenia, Bhutan, Cambodia, Lao PDR, and Viet Nam) saw improvement 
in their Doing Business rankings and an increase in SME registration. However, the evaluation did 
not find much evidence that support for BDS helped improve SMEs’ performance, 
competitiveness, profitability, or access to markets. TA projects contributed to positive results 
particularly in improving regulatory efficiency and supporting policy formulation and capacity 
development of national agencies and PFIs.  
 
199. Based on the PFI and SME surveys and the private sector performance data of countries 
with completed operations, the degree of improvement in the overall business environment was 
moderate. Shortcomings found were: (i) some efforts were broadly directed at the national level 
and issues at subnational levels were not addressed; and (ii) some reforms lacked complementary 
TA support for implementation, leading to a gap between policy and implementation. ADB has 
not been as active in policy reform in countries that have transitioned from command to market 
economies in Central and West Asia, as it has in other regions, such as Southeast Asia.  
 
200. Access to finance operations were the bulk of ADB support for SMEs. They largely 
focused on providing credit lines for onlending to SMEs and lacked developmental focus. 
Several had shortcomings in implementation. Overall, these operations performed below 
average and to a large extent they did not serve the core underserved SMEs (smaller enterprises, 
new businesses, and enterprises that, for a number of reasons were not able to borrow), although 
formally they were not required to. They had limited catalytic or demonstration effects. Access 
to finance efforts focused on providing intermediation loans for onlending to SMEs. However, 
the loans to SMEs were largely standard loans that were already offered in the market. The 
selected PFIs were mostly large and financially solid banks and many did not have SME-specific 
product lines or paid little attention to monitoring and meeting outcome targets in the DMFs. 
For the most part, loans went to larger SMEs that had been in business for a long time and 
already had access to commercial financing sources (e.g., in India and some countries in Central 
and West Asia). There was some evidence that the business processes of some PFIs improved, 
e.g., processing time was reduced (India and Mongolia) and collateral requirements became less 
strict (e.g., in Armenia). Likewise, SMEs that borrowed from PFIs supported by ADB did see some 
increases in employment, assets, and sales. But overall, access to finance operations largely 
helped strengthen the balance sheets of the PFIs, which benefitted from longer-term and cheaper 
funding from ADB, sometimes strengthening their competitiveness relative to other banks 
operating in the area. Access to finance operations did not always result in growth of PFIs’ SME 
portfolios or in the number of their clients, and there was little information on whether they 
helped spur SME sector financing. 
 
201. The poor results of many access to finance operations came from flaws in their design 
and implementation. Successful projects had the following success factors: (i) they helped 
develop the capacity of SMEs and PFIs; (ii) they reached a broad segment of SMEs including many 
hitherto underserved by banks and had monitoring systems providing good data on groups 
targeted; (iii) they selected PFIs considering their social performance or commitment to SMEs and 
development results; and (iv) they paid attention to mid-course adjustments for increased 
development impact.  
 
202. ADB support for SMEs’ access to value chains was limited (16 operations totaling 
$454 million provided in 6 countries) and relatively recent. These operations generally 
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performed quite well but their contributions to SME development are as yet unclear. The 
operations were envisaged as a way to allow SMEs to expand their production and sales by 
improving their access to markets. Completed operations did deliver some important outputs 
(e.g., they helped to establish backward and forward market linkages for SMEs in Sri Lanka and 
to develop a brand name with international certification in Mongolia). Some of the key ongoing 
projects seem to be on track, such as the khadi reform in India which has helped with branding 
and to integrating khadi SMEs into the domestic market. The project in Lao PDR helped SMEs 
register their products for export with a geographical indication. Completed access to value 
chains projects did not have cost overruns, although some experienced significant 
implementation delays. Overall, the evaluation found the operations relevant and effective, 
though less than efficient. A shortcoming was that almost half of the financing ended up 
providing credit to SMEs rather than addressing broader underlying policy and market constraints. 

 
203. Support for women in business was provided as part of a significant portion of SME 
operations. The evaluation found that these operations had good results in countries 
where efforts focused on policy change and capacity development for women-led SMEs. 
They had limited results in countries where efforts focused on providing credit. Operations 
supporting women in business were consistent with governments’ and ADB’s development 
priorities to address social and economic barriers facing women entrepreneurs and to promote 
women’s participation in business for gender equity and women’s empowerment. Most 
completed operations delivered their planned outputs, often exceeding them (e.g., the number 
of loans to women, and the number of women participating in trainings), although the 
achievement of target outcomes was not clear. When operations helped improve the policy 
environment for women SMEs (Viet Nam), capacity for women entrepreneurs (Armenia and 
Bangladesh), or helped introduce gender mainstreaming in PFIs’ SME lending approach 
(Uzbekistan), good results were found including higher registration of women-led SMEs, greater 
representation of women in top management, and improved financing to women-owned SMEs. 
However, when efforts focused on lending, results were less positive (Kazakhstan, India, and 
Pakistan). 
 
204. When women in business operations were less than successful it was because of one or 
more of the following factors: (i) the support was focused on increasing access to finance for 
women-owned SMEs, with less emphasis on underlying gender issues or on helping women to 
expand their enterprises; (ii) the design of BDS did not take into account the varying needs of 
different women groups and the services were provided in a top-down manner; (iii) targeting 
was not selective enough to differentiate between women-led SMEs in the formal sector and 
individual women entrepreneurs in the informal sector; and (iv) the design lacked outcome 
measures for gender equality, women’s empowerment, and social behavioral change. Successful 
operations had special actions on helping women expand their enterprises, and targeted 
different women groups taking into account their varying needs.  
 
B. Recommendations  
 
205. The evaluation offers the following recommendations to ADB.   
 
206. Recommendation 1: Specify the parameters for ADB’s support for SMEs covering (i) 
rationale, (ii) strategic areas of focus including the mix of sovereign and nonsovereign 
operations, (iii) corporate-level objectives and performance indicators, and (iv) guidance 
on quality project design and implementation, as part of the new financial sector 
framework when it is updated. The Strategy’s first operational priority is on addressing 
remaining poverty and reducing inequalities. SME related operations are assigned a special role 
in generating jobs. The framework could prioritize a set of frontier markets where SMEs face 
stronger development constraints. To allow SME operations to be deployed in more risky 
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environments, the creation of a special financing vehicle or mechanism can be explored. 
Sovereign operations should not be used in situations in which they can undercut NSOs. 
 
207. While recognizing that access to finance operations will remain a mainstay, business 
environment operations need further attention and be a priority in countries with significant 
market distortions affecting SMEs. The new financial sector framework should support using 
more diverse financing instruments for SME operations including credit guarantees, leasing 
finance, factoring and reverse factoring, and warehouse receipt financing. It should support 
smaller banks and NBFIs so they can scale up and reach the economies of scale that would allow 
them to spread out the risk of financing SMEs.  
 
208. Under ADB’s Strategy 2030, the new operational priority on women empowerment 
indicates that ADB will expand integrated support for women entrepreneurs and women-led 
SMEs through better access to finance, the adoption of new technologies, and policy and 
institutional reforms. Support for women in business needs to focus on addressing the underlying 
gender and social constraints on women-led SMEs and on improving business opportunities for 
women. Support should not be limited to providing finance but should include capacity building 
for women-led SMEs and broad policy reforms to gender sensitize the SME policy and legal 
framework.  
 
209. Recommendation 2: Improve the implementation and monitoring of results of SME 
operations. Support for improving the business environment needs to pay more attention to 
ensuring that reforms are effectively implemented, especially with respect to human resources 
and institutional capacity. Monitoring of access to finance operations should focus on ensuring 
that subloans reach the targeted SMEs through systematic collection of data on the growth (in 
number and volume) and performance of the portfolio. Interest rates for onlending by PFIs to 
SMEs should be kept tracked of, and its associated tenors.   
 
210. ADB needs to identify performance indicators and targets to measure the development 
results of interventions in different SME operational areas, at both firm (SMEs and PFIs) and 
sector levels. ADB’s corporate results framework uses the number of SME loan accounts opened 
or number of end borrowers reached as indicators for its SME operations and proxies for access 
to finance. Performance indicators for other operational areas such as business environment and 
access to value chains also need to be established. ADB could consider developing a composite 
index to measure performance across countries. Key indicators could include the percentage of 
new-to-bank borrowers and the degree of access to finance for SMEs after operations close. ADB 
needs to identify and possibly include gender equity and women’s empowerment indicators to 
measure the performance and development results of operations supporting women in business. 
Projects should be provided with sufficient financial and staff resources to enable them to collect 
baseline data, set realistic targets and measurable and monitorable indicators, and make efforts 
to systematically collect progress data. This will enable ADB to carry out real-time assessments of 
project achievements and make mid-course adjustments if required.  
 
211. Recommendation 3: Improve the SME knowledge base in ADB and increase advisory 
services to better serve clients. Knowledge services are increasingly needed as economies in 
the region become more sophisticated. Most ADB DMCs are now middle-income countries that 
demand cutting edge expertise. To meet this demand, ADB needs to improve its understanding 
of SME sectors in the region and how it can most effectively support them. It needs to assist its 
staff. It should provide more relevant and updated technical advice to countries. 
 
212. Knowledge work is important and must be applicable and relevant to ADB operations. It 
must also be presented in a manner that allows ADB staff to use the material in discussions with 
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clients as a marketing tool to generate new ideas and business opportunities in line with 
implementation of ADB’s Strategy 2030.  
 
213. ADB may consider doing more impact evaluations and innovative research to advance 
the knowledge base on SME operations.  
 
214. Recommendation 4: Improve staff skills and interdepartmental coordination, 
particularly between the Private Sector Operations Department and the regional 
departments, to maximize the One-ADB impact. Staff capacity to understand borrowers’ 
financial sectors could be supported by TA. ADB should pay more attention to understaffing and 
high staff turnover through, for example, increasing incentives for SME operations staff. ADB 
should more formally and fairly recognize and reward the contribution of staff to innovative 
customized solutions in project design rather than template approaches. Staff should be 
decentralized to field offices where possible. The evaluation agrees with the Review of the FSOP 
in 2017 that ADB needs to add experts in such emerging and innovative finance areas as digital, 
green, disaster risk, Islamic, and municipal finance. 
 
215. New ways of coordination, collaboration, and administrative planning and budgeting for 
joint operations between departments should be developed, particularly PSOD and regional 
departments. The peer review process should be strengthened and reviewing across sovereign 
and NSOs should be encouraged. Public sector operations (both project lending and PBL) can 
complement private sector operations by creating the upstream conditions for the private sector 
to prosper, as promoted in ADB’s Strategy 2030. 
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APPENDIX 1: SAMPLE DEFINITIONS OF SMALL AND MEDIUM-SIZED 
ENTERPRISES   
 

 
Country Definition 
ARMENIA 
Source: SME Development National Centre of Armenia 
Small < 50 employees, assets ≤ $1 million, sales ≤ $1 million 
Medium < 250 employees, assets ≤ $2 million, sales ≤ $3 million 
FIJI 
Source: Reserve Bank of Fiji 
Small 6–20 employees, Asset: approximately $14,000-$48,000, Sales: $14,000–$48,000 
Medium 21–50 employees, Asset: approximately $48,000-$240,000, Sales: $48,000–$240,000 
KAZAKHSTAN 
Source: Law of Republic of Kazakhstan "On private entrepreneurship"a 
Small < 50 employees and < approx. $622,000 average annual sales 
Medium More than 50 but fewer than 250 employees and < $3 million average annual sales  
MALAYSIA  
Source: Malaysia Small and medium Industries Development Corporation 
Small Manufacturing, Agro-based Industries: < 50 employees or < $2 million in sales 

Service, ICT, Primary Agriculture: < 19 employees or < $200,000 in sales  
Medium Manufacturing, Agro-based Industries: < 150 employees or < $6.6 million in sales 

Service, ICT, or Primary Agriculture: < 50 employees or < $1 in sales 
PHILIPPINES  
Source: Republic Act No. 9501 or the Magna Carta for SMEs, which amended RA 8289 and RA 6977 (Magna Carta for Small 
Enterprises), and the establishment category used by the National Statistics Office. The dollar equivalent was based on foreign 
exchange at the time the act was passed in 23 May 2008: P1.00 = $0.0230. 
Small 10 ÷ 99 employees and P3,000,001 ÷ P15,000,000 total assets less land ($69,001 ÷ $345,000) 
Medium 100 ÷ 199 employees and P15,000,001 ÷ P100,000,000 total assets less land ($345,001 ÷ $2,300,000) 
THAILAND 
Source: International Finance Corporation. 2016. The SME Banking Knowledge Guide. 
SME Labor-intensive industries: < 200 employees 

Capital-intensive industries: < 100 employees 
VIET NAM 
Source: Government Decree 90/2001/ND-CP. In June 2005, the Agency for SME Development categorized the general definition 
of SME into micro, small and medium-sized enterprises. SMEs in general, are defined as having registered capital of no more 
than $630,000 equivalent. 
Small  10–49 employees 
Medium 50–299 employees 

SME = small and medium-sized enterprise. 
a The definition of SMEs in the Law on the Private Entrepreneurship (2006) was amended in 2013 wherein medium enterprises 
were defined as those with fewer than 250 employees and annual average income of no more than 3,000,000 notional monthly 
units (equivalent to $20 million in 2018 or $33.7 million in 2013). 

Source: Evaluation team compiled from the Asian Development Bank operations database.   
 
 



 

 

APPENDIX 2: KEY PORTFOLIO STATISTICS  
 

Table A2.1: Small and Medium-Sized Enterprise Operations by Year, 2005–2017 

Year 

Sovereign Operations Nonsovereign Operations Total 

Number 
Amount 

($ million) Number 
Amount 

($ million) Number 
Amount 

($ million) 
2005   4 26.9   5 113.4 9 140.3 
2006   6 27.9   9 317.5 15 345.4 
2007   4 67.0 15 316.3 19 383.3 
2008   9 178.1   1 25.0 10 203.1 
2009   2 77.5   2 101.6 4 179.1 
2010   9 293.1   3 76.1 12 369.2 
2011   2 2.4   7 181.5 9 183.8 
2012 11 54.2   3 36.0 14 90.2 
2013   9 243.3   6 230.0 15 473.3 
2014 13 142.8   9 471.0 22 613.8 
2015   9 271.8 14 492.8 23 764.6 
2016 21 1,007.7   5 171.0 26 1,178.7 
2017   1 0.2   3 400.0 4 400.2 
Total 100 2,392.6 82 2,932.1 182 5,324.7 

Source: Evaluation team compiled from the Asian Development Bank operations database. 
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Table A2.2: Small and Medium-Sized Enterprise Operations by Intervention Area, 2005–2017  

Item 
Overall 2005–2017 2005–2008 2009–2012 2013–2016 2017 
$ million % $ million % $ million % $ million % $ million % 

Business Environment 747.5  14.0 281.7 26.3 77.6 9.4 388.1 12.8 0.0 0.0 
Access to Finance 4,667.0  87.6 893.5 83.3 792.5 96.4 2,580.7 85.2 400.2 100.0 
Access to Value Chains 454.1  8.5 220.3 20.5 0.0 0.0 233.9 7.7 0.0 0.0 
Women in Business 2,525.3  47.4 155.0 14.5 375.3 45.6 1,994.9 65.8 0.0 0.0 
Total 5,324.7  na 1,072.0  na 822.2  na 3,030.3  na 400.2 na 

Note: An operation may support more than one operational area. The row for “total” is therefore not the sum of the four operational areas.  
Source: Evaluation team compiled from the Asian Development Bank operations database. 

 
Table A2.3: Small and Medium-Sized Enterprise Operations by Intervention Area and Financing Modality, 2005–2017 

Financing 
Modality 

Overall Portfolio Business Environment Access to Finance Access to Value Chains Women in Business 

Number 
Amount 

($ million) % Number 
Amount 

($ million) % Number 
Amount 

($ million) % Number 
Amount 

($ million) % Number 
Amount 

($ million) % 
Sovereign 
Operations 

100 2,392.6 44.9 70 747.5 100.0 46 1,734.9 37.2 15 452.2 99.6 34 1,860.3 73.7 

Program loan 10 384.9 7.2 10 384.9 51.5 4 150.0 3.2 2 165.0 36.34 7 284.9 11.3 
Project loan 20 1,487.4 27.9 7 173.9 23.3 15 1,194.1 25.6 4 208.4 45.9 15 1,264.9 50.1 
Credit line 4 250.0 4.7 1 50.0 6.7 4 250.0 5.4 1 50.0 11.0 3 200.0 7.9 
Lease 10 128.2 2.4 0 0.0 0.0 1 100.0 2.1 0 0.0 0.0 1 100.0 4.0 
Grant 1 100.0 1.9 7 106.6 14.3 3 24.2 0.5 2 19.7 4.3 2 6.9 0.3 
TA 55 42.1 0.8 45 32.2 4.3 19 16.6 0.4 6 9.1 2.0 6 3.6 0.1 

Non-sovereign 
Operations 

82 2,932.1 55.1 0 0.0 0.0 82 2,932.1 62.8 1 2.0 0.4 8 665.0 26.3 

Loan for 
onlending 

44 2,192.0 41.2 0 0.0 0.0 44 2,192.0 47.0 0 0.0 0.0 7 635.0 25.1 

Equity 
investment 

19 415.5 7.8 0 0.0 0.0 19 415.5 8.9 0 0.0 0.0 0 0.0 0.0 

Credit 
guarantee 

3 218.4 4.1 0 0.0 0.0 3 218.4 4.7 0 0.0 0.0 0 0.0 0.0 

Lease 7 97.0 1.8 0 0.0 0.0 7 97.0 2.1 0 0.0 0.0 1 30.0 1.2 
TA 9 9.2 0.2 0 0.0 0.0 9 9.2 0.2 1 2.0 0.4 0 0.0 0.0 

Total 182 5,324.7 100.0 70 747.5 100 128 4,667.0 100 16 454.1 100 42 2,525.3 100 
Source: Evaluation team compiled from the Asian Development Bank operations database. 
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Table A2.4: Support for Small and Medium-Sized Enterprise Operations by Country, 2005–2017  

 
No. 

 
Country 

Sovereign Nonsovereign Total 
Share of Country 
Total Volume (%) 

No. of 
Operations 

Amount 
($ 

million) 
No. of 

Operations 

Amount 
($ 

million) 
No. of 

Operations 

Amount 
($ 

million) 

Share of 
Total by 
Volume 

(%) Sovereign 
Non-

sovereign 
1 India 3 202.0 12 1,064.6 15 1,266.6 23.8 15.9 84.1 
2 Kazakhstan 9 702.4 5 375.0 14 1,077.4 20.2 65.2 34.8 
3 Uzbekistan 7 355.6 1 6.0 8 361.6 6.8 98.3 1.7 
4 Bangladesh 4 278.8 1 30.0 5 308.8 5.8 90.3 9.7 
5 Sri Lanka 5 153.1 6 122.5 11 275.6 5.2 55.5 44.5 
6 Viet Nam 7 112.3 3 145.0 10 257.3 4.8 43.6 56.4 
7 Georgia 0 0 8 256.1 8 256.1 4.8 0.0 100.0 
8 Azerbaijan 0 0 9 231.8 9 231.8 4.4 0.0 100.0 
9 Mongolia 8 130.5 4 90.0 12 220.5 4.1 59.2 40.8 

10 PRC 8 133.5 3 53.0 11 186.5 3.5 71.6 28.4 
11 Cambodia 5 43.9 1 75.0 6 118.9 2.2 36.9 63.1 
12 Tajikistan 4 110.0 2 8.0 6 118.0 2.2 93.2 6.8 
13 Armenia 3 40.6 5 71.0 8 111.6 2.1 36.4 63.6 
14 Indonesia 1 0.8 3 101.7 4 102.5 1.9 0.8 99.2 
15 Kyrgyz Republic 3 27.0 2 20.0 5 47.0 0.9 57.4 42.6 
16 Pakistan 1 5.0 2 40.0 3 45.0 0.8 11.1 88.9 
17 Philippines 1 25.0 1 18.4 2 43.4 0.8 57.6 42.4 
18 Maldives 5 18.8 1 4.5 6 23.3 0.4 80.7 19.3 
19 Lao PDR 4 21.6 0 0.0 4 21.6 0.4 100.0 0.0 
20 Bhutan 3 15.5 0 0.0 3 15.5 0.3 100.0 0.0 
21 Samoa 1 5.0 0 0.0 1 5.0 0.1 100.0 0.0 
22 Myanmar 1 1.3 0 0.0 1 1.3 0.0 100.0 0.0 
23 Timor Leste 1 0.8 0 0.0 1 0.8 0.0 100.0 0.0 
24 Solomon 1 0.6 0 0.0 1 0.6 0.0 100.0 0.0 
25 Nauru 1 0.4 0 0.0 1 0.4 0.0 100.0 0.0 
26 REG 10 5.1 7 132.2 17 137.3 2.6 3.7 96.3 

27 REG-Southeast 
Asia 1 0.5 3 45.0 4 45.5 0.9 1.1 98.9 

28 REG-Central Asia   1 20.0 1 20.0 0.4 0.0 100.0 
29 REG-South Asia 2 1.3 1 17.5 3 18.8 0.4 6.9 93.1 

30 REG-Pacific 
Islands 1 1.5 1 5.0 2 6.5 0.1 23.1 76.9 

Total  100 2,392.6 82 2,932.1 182 5,324.7 100.0 44.9 55.1 
ADB = Asian Development Bank, Lao PDR = Lao People’s Democratic Republic, PRC = People’s Republic of China, REG = regional. 
Source: Evaluation team compiled from the Asian Development Bank operations database. 
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Table A2.5: Small and Medium-Sized Enterprise Operations by Region, 2005–2017 

Region 
2005–2017 2005–2008 2009–2012 2013–2016 2017 

$ million % $ million % $ million % $ million % $ million % 
Central and 
West 

2,268.4 42.6 513.0 47.9 372.9 45.3 1,382.3 45.6 0.2 0.0 

East Asia 407.0 7.6 61.8 5.8 21.1 2.6 324.2 10.7 0.0 0.0 
Pacific  13.2 0.2 5.0 0.5 0.0 0.0 8.2 0.3 0.0 0.0 
South Asia 1,908.4 35.8 310.7 29.0 239.5 29.1 1,058.3 34.9 300.0 75.0 
Southeast Asia 590.4 11.1 121.3 11.3 160.7 19.5 208.5 6.9 100.0 25.0 
Regional 137.3 2.6 60.3 5.6 28.1 3.4 48.9 1.6 0.0 0.0 
Total 5,324.7 100.0 1,072.0 100 822.2 100 3,030.3 100 400.2 100 

Source: Independent Evaluation Department. 
 

Table A2.6: Small and Medium-Sized Enterprise Operations by Country Classification, 2005–2017  
Country 
Classification 

2005–2017 2005–2008 2009–2012 2013–2016 2017 
$ million % $ million % $ million % $ million % $ million % 

ADF 351.4  6.6 31.5  2.9 23.3  2.8 296.7  9.8 0.0 0.0 

Blend 2,847.6  53.5 364.3  34.0 431.3  52.5 1,652.1  54.5 400.0 99.9 

OCR 1,897.6  35.6 543.5  50.7 324.0  39.4 1,029.9  34.0 0.2 0.1 

Regional 228.1  4.3 132.8  12.4 43.6  5.3 51.7  1.7 0.0 0.0 
Total 5,324.7  100 1,072.0  100 822.2  100 3,030.3  100 400.2 100 

ADF = Asian Development Fund, OCR = ordinary capital resources. 
Note: “Blend” countries can borrow from either the Asian Development Fund or Ordinary Capital Resources. 
Source: Independent Evaluation Department. 

 
Table A2.7: Small and Medium-Sized Enterprise Operations by Country’s Finance Development 

Index Score, 2005–2017 

Item 
2005–2017 2005–2008 2009–2012 2013–2016 2017 

$ million % $ million % $ million % $ million % $ million % 
High 3,022.4  56.8 664.5  62.0 475.5  57.8 1,882.4  62.1 0.0 0.0 
Medium 1,227.8  23.1 154.3  14.4 289.8  35.2 783.8  25.9 0.0 0.0 
Low 425.8  8.0 120.5  11.2 13.3  1.6 292.1  9.6 0.0 0.0 
Not Applicable 648.6  12.2 132.8  12.4 43.6  5.3 72.0  2.4 400.2 100.0 
Total 5,324.7   100.0 1,072.0  100.0 822.2  100.0 3,030.3  100.0 400.2 100.0 

The Financial Development Index (FDI) is a ranking of countries according to the depth, access, and efficiency of their financial institutions and 
financial markets developed by the International Monetary Fund. 
Low = countries with FDI score in the range 0.09–0.017 (in 2005–2009) and 0.03–0.19 (in 2010–2016): Azerbaijan, Bhutan, Cambodia, Georgia, 
Lao People's Democratic Republic, Maldives, Samoa, Solomon Islands, Tajikistan, and Timor-Leste,  
Medium = countries with FDI score in the range 0.23–0.30 (in 2005–2009) and 0.20–0.24 (in 2010–2016): Armenia, Bangladesh, Georgia, Kyrgyz 
Republic, Mongolia, Pakistan, Sri Lanka, Uzbekistan, and Viet Nam, 
High = countries with FDI score in the range 0.33–0.53 (in 2005–2009) and 0.28–0.57 (in 2010–2016): India, Indonesia, Kazakhstan, Mongolia, 
Pakistan, the Philippines, People's Republic of China, and Sri Lanka. 
Source: Independent Evaluation Department compiled from the Asian Development Bank operations database and IMF Financial Development 
Index. 
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Table A2.8: Small and Medium-Sized Enterprise Operations by Country’s Private Sector 
Development Index Score, 2005–2017  

Item 
2005–2017 2005–2008 2009–2012 2013–2016 2017 

$ million % $ million % $ million % $ million % $ million % 
High 1,658.1  33.7 442.3  41.3 306.3  37.2 909.3  30.0 0.2 0.1 
Medium 1,421.0  26.8 249.7  23.3 139.1  16.9 932.3  30.8 100.0 24.5 
Low 2,017.2  34.9 247.3  23.1 333.2  40.5 1,136.7  37.5 300.0 74.5 
Not Applicable 228.4  4.6 132.8  12.4 43.6  5.3 52.0  1.7 0.0 0.0 
Total 5,324.7   100.0 1,072.0  100.0 822.2  100.0 3,030.3  100.0 400.2 100.0 

The Private Sector Development Index (PSDI) score is calculated as the ratio of the country's Doing Business rank to the total number of 
economies under study in a given year in the Doing Business annual report by the World Bank. The lower the PSDI, the higher the country's level 
of private sector development. 
Low = countries with PSDI score in the range 0.82–0.61 (in 2005–2009) and 0.90–0.66 (in 2010–2016): Bangladesh, Bhutan, Cambodia, India, 
Indonesia, Lao People's Democratic Republic, Myanmar, the Philippines, Tajikistan, and Timor-Leste.  
Medium = countries with PSDI score in the range 0.57–0.39 (in 2005–2009) and 0.57–0.38 (in 2010–2016): Azerbaijan, Kyrgyz Republic, 
Maldives, Pakistan, People's Republic of China, Solomon Islands, Sri Lanka, Uzbekistan, and Viet Nam.  
High = countries with PSDI score in the range 0.38–0.21 (in 2005–2009) and 0.33–0.05 (in 2010–2016): Armenia, Azerbaijan, Georgia, 
Kazakhstan, Kyrgyz Republic, Maldives, Mongolia, and Samoa. 
Source: Independent Evaluation Department compiled from the Asian Development Bank operations database and Doing Business annual 
reports by the World Bank. 

 
Table A2.9: Share of Small and Medium-Sized Enterprise Operations by Country, 2005–2017  

Country 
DMC 

Group 
FSI 

Group 
PSDI 

Group 
SME 

(Total) 

SME 
(non-
FIN) 

SME 
(FIN) Finance Total ADB 

SME/FI
N (%) 

SME/AD
B (%) 

India Blend High Low 1,266.6 0.0 1,266.6 4,346.2 26,166.8 29.1 4.8 
Kazakhstan OCR High High 1,077.4 0.0 1,077.4 1,079.8 4,513.8 99.8 23.9 
Uzbekistan Blend Medium Medium 361.6 0.0 361.6 1,364.8 4,910.1 26.5 7.4 
Bangladesh Blend Medium Low 308.8 0.0 308.8 1,517.3 11,407.5 20.4 2.7 
Georgia  OCR Low High 256.1 0.0 256.1 256.7 2,127.7 99.8 12.0 
Azerbaijan  OCR Low Medium 231.8 0.0 231.8 239.5 3,588.9 96.8 6.5 
Sri Lanka Blend High Medium 275.6 50.6 225.1 667.1 4,922.4 33.7 5.6 
Viet Nam Blend Medium Medium 257.3 61.5 195.8 556.3 12,888.2 35.2 2.0 
Mongolia  Blend Medium High 220.5 69.7 150.8 298.0 1,344.7 50.6 16.4 
Cambodia ADF Low Low 118.9 3.3 115.7 231.6 1,914.2 49.9 6.2 
Armenia  OCR Medium High 111.6 0.0 111.6 213.6 1,341.3 52.2 8.3 
Indonesia  OCR High Low 102.5 0.0 102.5 2,365.8 13,773.0 4.3 0.7 
PRC OCR High Medium 186.5 131.0 55.6 768.3 22,130.0 7.2 0.8 
Kyrgyz Republic  ADF Medium Medium 47.0 2.0 45.0 96.0 1,131.2 46.9 4.2 
Pakistan  Blend Medium Medium 45.0 5.0 40.0 1,099.4 15,168.7 3.6 0.3 
Philippines  OCR High Low 43.4 25.0 18.4 1,432.1 8,676.6 1.3 0.5 
Tajikistan  ADF Low Low 118.0 110.0 8.0 53.2 1,254.4 15.1 9.4 
Maldives  ADF Low Medium 23.3 18.8 4.5 16.5 181.8 27.5 12.8 
Lao PDR ADF Low Low 21.6 20.1 1.5 16.9 1,302.7 8.7 1.7 
Myanmar  ADF … Low 1.3 0.0 1.3 2.3 1,690.3 57.8 0.1 
Timor Leste  Blend Low Low 0.8 0.0 0.8 1.5 374.7 53.3 0.2 
Solomon  ADF Low Medium 0.6 0.0 0.6 1.2 223.1 50.0 0.3 
Bhutan  ADF Low Low 15.5 15.0 0.5 16.6 652.9 3.0 2.4 
Nauru  ADF … … 0.4 0.0 0.4 0.6 23.4 69.6 1.7 
Samoa  ADF Low High 5.0 5.0 0.0 0.0 204.4 … 2.4 
Cross Regional … … … 228.1 1.0 227.2 2,285.0 3,107.1 9.9 7.3 
Others … … … 0.0 0.0 0.0 650.2 0.0 … … 
Total    5,325.2 517.8 4,807.4 19,576.0 145,020.1 24.6 3.7 

… = not applicable, ADB = Asian Development Bank, DMC = developing member country, FDI = Financial Development Index, FIN = finance, 
Lao PDR = Lao People’s Democratic Republic, Others= countries without SME operations, PRC = People’s Republic of China, REG = regional, 
SME = small and medium-sized enterprise, SME (FIN) = SME operations classified under the finance sector, SME (non-FIN) = SME operations 
classified under non-finance sector. 
Notes: DMC Group as of 2017; FDI and PSDI classification based on most recent classification. “Blend” countries can borrow from either the 
Asian Development Fund or Ordinary Capital Resources. 
Source: Evaluation team compiled from the Asian Development Bank operations database. 
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Table A2.10: Share of Small and Medium-Sized Enterprise Financing by Country Group 

Country Group 

SME/FIN SME/ADB 

Average 
Minimum 

Value 
Maximum 

Value Average 
Minimum 

Value 
Maximum 

Value 
A. ADB Country Classification 
ADF-only 36.5 3.0 69.6 4.1 0.1 12.8 
Blend 31.6 3.6 53.3 4.9 0.2 16.4 
OCR-only 51.6 1.3 99.8 7.5 0.5 23.9 
B. Financial Sector Index 
High 29.3 1.3 23.9 6.1 0.5 23.9 
Medium 33.6 3.6 16.4 5.9 0.3 16.4 
Low 44.9 3.0 12.8 5.4 0.2 12.8 
C. Private Sector Development Index 
High 75.6 50.6 99.8 12.6 2.4 23.9 
Medium 36.4 3.6 96.8 4.4 0.3 12.8 
Low 24.3 1.3 57.8 2.9 0.1 9.4 
ADB = Asian Development Bank, ADF = Asian Development Fund, FIN = finance, OCR = ordinary capital resources, SME 
= small and medium-sized enterprise. 
Notes: “Blend” countries can borrow from either the Asian Development Fund or Ordinary Capital Resources 
Source: Evaluation team compiled from the Asian Development Bank operations database. 

 
Table A2.11: Small and Medium-Sized Enterprise Operations by Financing Modality, 2005–2017 

Item 
2005–2017 2005–2008 2009–2012 2013–2016 2017 

$ million % $ million % $ million % $ million % $ million % 
Program Loan 384.9 7.2 170.0 15.9 60.0 7.3 154.9 5.1 0.0 0.0 
Project Loan 1,487.4 27.9 37.5 3.5 301.6 36.7 1,148.4 37.9 0.0 0.0 
Credit Line 2,442.0 45.9 346.0 32.3 395.0 48.0 1,301.0 42.9 400.0 99.9 

Equity Investment 415.5 7.8 200.5 18.7 46.0 5.6 169.0 5.6 0.0 0.0 
Credit Guarantee 218.4 4.1 218.4 20.4 0.0 0.0 0.0 0.0 0.0 0.0 
Lease 197.0 3.7 57.0 5.3 0.0 0.0 140.0 4.6 0.0 0.0 
Grant 128.21 2.4 31.7 3.0 6.4 0.8 90.1 3.0 0.0 0.0 
Technical Assistance 51.3 1.0 10.9 1.0 13.3 1.6 26.9 0.9 0.2 0.1 

Total 5,324.7 100.0 1,072.0 100.0 822.2 100.0 3,030.3 100.0 400.2 100 
Source: Independent Evaluation Department. 

 
Table A2.12: Number of Small and Medium-Sized Enterprise Operations with 

Associated Technical Assistance 
Operational Area Overall 2005–2008 2009–2012 2013–2017 
Business Environment 17 5 2 10 
Access to Finance 49 6 15 28 
Access to Value Chain 6 3 na 3 
Women in Business 24 1 6 17 

Source: Independent Evaluation Department. 
 

Table A2.13: Sovereign and Nonsovereign Small and Medium-Sized Enterprise Operations, 2005–
2017 

 Item 2005–2017 2005–2008 2009–2012 2013–2016 2017 
Sovereign Operations          

Number of Operations 100 23 24 52 1 
Value ($ million) 2,392.6  299.8  427.1  1,665.5  0.2 
Percent of Total Value 44.9  28.0  51.9  55.0  0.1 

Non-sovereign Operations          
Number of Operations 82 30 15 34 3 
Value ($ million) 2,932.1  772.2  395.1  1,364.8  400.0 
Percent of Total Value 55.1  72.0  48.1  45.0          99.9  
Total 5,324.7 1072.0 822.0 3.030.3 400.2 

              Source: Independent Evaluation Department. 
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Table A2.14: Summary Rating Score by Operational Area 

… = not applicable. 
Source: Evaluation team. 

 
Table A2.14: Summary Rating Score by Operational Area (continued) 

… = not applicable. 
Source: Evaluation team. 
 

 
 

Criteria and Indicators 

2005–2017 2005–2008 

Business 
Environment 

Access to 
Finance 

Access to 
Value 
Chains 

Women in 
Business 

Business 
Environment 

Access to 
Finance 

Access to 
Value 
Chains 

Women in 
Business 

Relevance  1.9 1.7 1.8 2.4 1.8 1.3 1.9 1.5 
No. of operations 70 128 16 42 19 39 7 2 
Volume ($ million) 747.5 4,667.0 454.1 2,525.3 281.7 893.5 220.3 155.0 

Alignment 2.0 2.0 2.0 2.6 2.0 1.8 2.0 2.0 
Design 1.8 … 2.1 2.4 1.4 … 2.2 1.0 
Additionality … 1.6 … … … 1.5 … … 
Instrument 2.0 1.6 1.5 2.5 2.0 1.0 1.8 2.0 
Partner  … 1.7 … … … 1.5 … … 
Timing 2.0 1.7 1.3 2.1 2.0 1.4 1.3 1.5 

Effectiveness 1.8 1.1 1.8 2.3 1.5 0.9 1.8 1.0 
No. of operations 29 47 5 10 12 32 5 1 
Volume ($ million) 223.7 1,447.6 68.3 384.8 125.5 775.5 68.3 5.0 

Outputs 2.3 1.4 2.0 2.1 1.8 1.2 2.0 1.0 
Outcomes 1.6 1.0 2.0 2.6 1.4 0.8 2.0 1.0 
Sector Impacts 1.6 1.0 1.0 2.0 1.4 0.8 1.0 1.0 

Efficiency 1.8 1.2 1.7 1.7 1.6 1.2 1.7 1.0 
No. of operations 29 47 5 10 12 32 5 1 
Volume ($ million) 223.7 1,447.6 68.3 384.8 125.5 775.5 68.3 5.0 

Economics 1.8 1.2 1.7 1.5 1.7 1.3 1.7 1.0 
Processes 1.7 1.2 1.7 1.9 1.6 1.1 1.7 1.0 

Criteria and 
Indicators 

2009–2012 2013–2017 

Business 
Environment 

Access to 
Finance 

Access to 
Value 
Chains 

Women in 
Business 

Business 
Environment 

Access to 
Finance 

Access to 
Value 
Chains 

Women in 
Business 

Relevance 1.9 1.6 NA 2.5 2.0 2.0 1.7 2.4 
No. of operations 16 25 0 11 35 64 9 29 
Volume ($ million) 77.6 792.5 0.0 375.3 388.1 2,980.9 233.9 1,994.9 

Alignment 2.0 1.7 … 2.4 2.0 2.3 2.0 2.6 
Design 1.7 … … 2.2 2.0 … 2.0 2.3 
Additionality … 1.8 … … … 1.6 … … 
Instrument 2.0 1.2 … 2.4 2.0 2.0 1.3 2.5 
Partner  … 1.5 … … … 2.0 … … 
Timing 2.0 1.8 … 2.4 2.0 2.0 1.3 2.2 

Effectiveness 2.2 1.3 … 2.1 2.2 1.8 … 2.5 
No. of operations 12 12 0 8 5 3 0 1 
Volume ($ million) 47.0 581.6 0.0 329.8 51.2 90.5 0.0 50.0 

Outputs 2.9 1.5 … 2.1 3.0 2.0 … 2.0 
Outcomes 2.0 1.1 … 2.5 2.0 2.0 … 3.0 
Sector Impacts 2.0 1.4 … 2.1 2.0 1.0 … 2.0 

Efficiency 1.9 1.2 … 1.7 2.0 1.0 … 1.5 
No. of operations 12 12 0 8 5 3 0 1 
Volume ($ million) 47.0 581.6 0.0 329.8 51.2 90.5 0.0 50.0 

Economics 2.0 1.1 … 1.4 2.0 1.0 … 2.0 
Processes 1.9 1.3 … 2.1 2.0 1.0 … 1.0 
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Table A2.15: Detailed Ratings by Operational Area 

Evaluation Criteria 

2005–2017 2005–2008 2009–2012 2013–2017 
Scor

e 
Number of operations rated 

as Score 
Number of operations rated 

as Score 
Number of operations rated 

as 
Scor

e 
Number of operations rated 

as 
A. BUSINESS ENVIRONMENT 

RELEVANCE (n=70) - HR R LR IR - HR R LR IR - HR R LR IR - HR R LR IR 
OVERALL 1.9 0 63 7 0 1.9 0 17 2 0 2.0 0 13 3 0 2.0 0 33 2 0 
Alignment  2.0 0 69 1 0 2.0 0 18 1 0 2.0 0 16 0 0 2.0 0 35 0 0 
Design  1.8 3 62 5 0 1.4 0 17 2 0 1.7 1 12 3 0 2.0 1 32 2 0 
Modality 2.0 4 63 3 0 2.0 1 17 1 0 2.0 1 14 1 0 2.0 0 34 1 0 
Timing  2.0 0 68 2 0 2.0 0 18 1 0 2.0 0 15 1 0 2.0 0 35 0 0 
EFFECTIVENESS 
(n=29) 

- HE E LE IE - HE E LE IE - HE E LE IE - HE E LE IE 

OVERALL 1.8 1 23 4 1 1.5 0 8 3 1 2.2 1 10 1 0 2.2 0 5 0 0 
Outputs 2.3 3 23 2 1 1.8 0 9 2 1 2.9 2 10 0 0 3.0 1 4 0 0 
Outcomes 1.6 1 23 4 1 1.4 0 8 3 1 2.0 1 10 1 0 2.0 0 5 0 0 
Sector Impacts 1.6 1 22 4 1 1.4 0 8 3 1 2.0 1 9 1 0 2.0 0 5 0 0 
EFFICIENCY (n=29) - HE E LE IE - HE E LE IE - HE E LE IE - HE E LE IE 
OVERALL 1.8 0 10 19 0 1.6 0 3 9 0 1.9 0 3 9 0 2.0 0 4 1 0 
Economics 1.8 0 19 10 0 1.7 0 6 6 0 2.0 0 9 3 0 2.0 0 4 1 0 
Processes 1.7 0 10 19 0 1.6 0 3 9 0 1.9 0 3 9 0 1.0 0 3 1 0 

B. ACCESS TO FINANCE 
RELEVANCE (n=128) - HR R LR IR - HR R LR IR - HR R LR IR - HR R LR IR 
OVERALL 1.7 0 63 63 2 1.3 0 5 32 2 1.6 0 12 13 0 2.0 0 46 18 0 
Alignment 2.0 12 102 14 0 1.8 1 31 7 0 1.7 0 21 4 0 2.3 11 50 3 0 
Additionality 1.6 7 74 46 1 1.5 0 15 23 1 1.8 2 17 6 0 1.6 5 42 17 0 
Instrument 1.6 11 52 55 10 1.0 0 3 28 8 1.2 3 11 10 1 2.0 8 38 17 1 
Partners 1.7 9 90 25 4 1.5 0 24 11 4 1.5 1 16 8 0 2.0 8 50 6 0 
Timing 1.7 9 58 58 3 1.4 2 8 26 3 1.8 3 8 14 0 2.0 4 42 18 0 
EFFECTIVENESS 
(n=46) 

- HE E LE IE - HE E LE IE - HE E LE IE - HE E LE IE 

OVERALL 1.1 1 19 17 10 0.9 0 10 13 9 1.3 1 6 4 1 1.8 0 3 0 0 
Outputs 1.4 3 23 17 4 1.2 1 13 15 3 1.5 2 7 2 1 2.0 0 3 0 0 
Outcomes 1.0 1 19 17 10 0.8 0 10 14 8 1.1 1 6 3 2 2.0 0 3 0 0 
Sector Impacts 1.0 1 13 24 9 0.8 0 5 19 8 1.4 1 7 3 1 1.0 0 3 0 0 
EFFICIENCY (n=47) - HE E LE IE - HE E LE IE - HE E LE IE - HE E LE IE 
OVERALL 1.2 0 14 24 9 1.2 0 8 16 8 1.2 0 5 6 1 1.0 0 1 2 0 
Economics 1.2 2 20 18 7 1.3 2 13 11 6 1.1 0 6 5 1 1.0 0 1 2 0 
Processes 1.2 0 18 24 5 1.1 0 10 17 5 1.3 0 7 5 0 1.0 0 1 2 0 

C. ACCESS TO VALUE CHAIN 
RELEVANCE (n=47) - HR R LR IR - HR R LR IR - HR R LR IR - HR R LR IR 
OVERALL 1.8 0 13 3 0 1.9 0 7 0 0 … 0 0 0 0 1.7 0 6 3 0 
Alignment  2.0 0 16 0 0 2.0 0 7 0 0 … 0 0 0 0 2.0 0 9 0 0 
Design  2.1 1 15 0 0 2.2 1 6 0 0 … 0 0 0 0 2.0 0 9 0 0 
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Evaluation Criteria 

2005–2017 2005–2008 2009–2012 2013–2017 
Scor

e 
Number of operations rated 

as Score 
Number of operations rated 

as Score 
Number of operations rated 

as 
Scor

e 
Number of operations rated 

as 
Modality 1.5 0 11 5 0 1.8 0 5 2 0 … 0 0 0 0 1.3 0 6 3 0 
Timing  
 

1.3 0 12 4 0 1.3 0 6 1 0 … 0 0 0 0 1.3 0 6 3 0 

EFFECTIVENESS (n=5) - HE E LE IE - HE E LE IE - HE E LE IE - HE E LE IE 
OVERALL 1.8 0 5 0 0 1.8 0 5 0 0 … 0 0 0 0 … 0 0 0 0 
Outputs 2.0 0 5 0 0 2.0 0 5 0 0 … 0 0 0 0 … 0 0 0 0 
Outcomes 2.0 0 5 0 0 2.0 0 5 0 0 … 0 0 0 0 … 0 0 0 0 
Sector Impacts 1.0 0 0 5 0 1.0 0 0 5 0 … 0 0 0 0 … 0 0 0 0 
EFFICIENCY (n=5) - HE E LE IE - HE E LE IE - HE E LE IE - HE E LE IE 
OVERALL 1.7 0 1 4 0 1.7 0 1 4 0 … 0 0 0 0 … 0 0 0 0 
Economics 1.7 0 1 4 0 1.7 0 1 4 0 … 0 0 0 0 … 0 0 0 0 
Processes 1.7 0 2 3 0 1.7 0 2 3 0 … 0 0 0 0 … 0 0 0 0 

D. WOMEN IN BUSINESS 
RELEVANCE (n=42) - HR R LR IR - HR R LR IR - HR R LR IR - HR R LR IR 
OVERALL 2.4 11 25 6 0 1.5 0 0 2 0 2.5 1 9 1 0 2.4 10 16 3 0 
Alignment  2.6 19 23 0 0 2.0 2 0 0 0 2.4 5 6 0 0 2.6 14 15 0 0 
Design  2.4 13 23 6 0 1.0 0 0 2 0 2.2 2 8 1 0 2.3 11 15 3 0 
Modality 2.5 16 26 0 0 2.0 0 2 0 0 2.4 4 7 0 0 2.5 12 17 0 0 
Timing  2.1 12 24 6 0 1.5 0 1 1 0 2.4 3 8 0 0 2.2 9 15 5 0 
EFFECTIVENESS 
(n=10) 

- HE E LE IE - HE E LE IE - HE E LE IE - HE E LE IE 

OVERALL 2.3 3 5 2 0 1.0 0 0 1 0 2.1 2 5 1 0 2.5 1 0 0 0 
Outputs 2.1 1 7 2 0 1.0 0 0 1 0 2.1 1 6 1 0 2.0 0 1 0 0 
Outcomes 2.6 4 4 2 0 1.0 0 0 1 0 2.5 3 4 1 0 3.0 1 0 0 0 
Sector Impacts 2 1 6 3 0 1.0 0 0 1 0 2.1 1 5 2 0 2.0 0 1 0 0 
EFFICIENCY (n=10) - HE E LE IE - HE E LE IE - HE E LE IE - HE E LE IE 
OVERALL 1.7 1 4 5 0 1.0 0 0 1 0 1.7 1 4 3 0 1.5 0 0 1 0 
Economics 1.5 0 7 3 0 1.0 0 0 1 0 1.4 0 6 2 0 2.0 0 1 0 0 
Processes 1.9 1 5 4 0 1.0 0 0 1 0 2.1 1 5 2 0 1.0 0 0 1 0 
… = not applicable. 
For relevance: HR = highly relevant, R = relevant, LR = less than relevant, IR = irrelevant. 
For effectiveness: HE = highly effective, E = effective, LE = less than effective, IE = ineffective. 
For efficiency: HE = highly efficient, E = efficient, LE = less than efficient, IE = inefficient. 
Source: Evaluation team.  

 
 
 
  



 

 

APPENDIX 3: ADB’S COLLABORATION WITH DEVELOPMENT PARTNERS 
FOR SME DEVELOPMENT IN CASE COUNTRIES 
 
1. Armenia. Aside from the Asian Development Bank (ADB), the European Bank for Reconstruction 
(EBRD), the European Union (EU), the Eurasian Development Bank (EDB), the United Nations Development 
Programme (UNDP), and the United States Agency for International Development (USAID) also support 
small and medium-sized enterprise (SME) development. ADB, EBRD, European Investment Bank (EIB), and 
EDB provided credit lines through commercial banks. EBRD also provided financing for advisory facility 
for SMEs. EU, UNDP, and USAID provided advisory services and capacity development for improving 
competitiveness and investment climate for SMEs.    
 
2. Fiji. Aside from ADB, the International Finance Corporation (IFC), the Government of Australia, 
the Government of New Zealand, and UNDP are the major development partners supporting SME 
development in the Pacific. New Zealand supports capacity development and advisory business services 
as well as financial inclusion. IFC provides risk-sharing facility for SMEs. Australia cofinances the Business 
Investment Facility program and provides assistance for access to markets in the region.  
 
3. India. Aside from ADB, many donors also support micro, and small and medium enterprises 
(MSMEs) in India. These include the Department for International Development (DFID) of the United 
Kingdom, the Japan International Cooperation Agency (JICA), the Deutsche Gesellschaft für 
Internationale Zusammenarbeit GmbH (GIZ) of Germany, the German Development Bank (KfW), the 
World Bank, and IFC. Donor support includes credit lines for MSMEs lending, equity funding, credit 
guarantees for MSMEs, as well as grants and technical assistance (TA) to support institutional capacity 
building, access to innovations, financing energy efficiency, and business development services. The 
World Bank has the largest program in India totaling about $1.5 billion during 2005–2016, followed by 
ADB and JICA. DFID support focused on addressing policy gaps in the SME sector and for SME programs 
in eight low-income states in India. DFID also provided financing for an equity fund by the State Bank of 
India (SBI) to support SMEs and was involved in a large-scale microfinance program with the Small 
Industries Development Bank of India (SIDBI).   
 
4. Mongolia. Aside from ADB, EBRD, IFC, Japan Bank for International Cooperation (JBIC), and JICA 
also support SME development. IFC made loan investments of $30 million each to Khan Bank and Xac 
Bank (which also received credit lines for SME lending from ADB) to support SME lending, and advisory 
services on secured transactions reform. EBRD’s assistance was through credit lines to Xac Bank and 
support for Mongolian economic diversification, advisory services for small businesses, and policy 
dialogue to improve the business environment. JBIC and JICA supported private sector development by 
providing long-term financing through 2-step loans to SMEs through participating commercial banks. 
 
5. Viet Nam. Aside from ADB, EU, JICA, IFC, State Secretariat for Economic Affairs (SECO), UNDP, 
United Nations Industrial Development Organization (UNIDO), and USAID supported SME development. 
IFC made equity investments to funds and supported financial infrastructure development. JICA provided 
credit lines. EU, SECO, UNDP, UNIDO, and USAID focused on capacity development, enabling 
environment, and financial infrastructure. 

 
 
 
 
 
 



 

 

APPENDIX 4: SUMMARY RESULTS FROM PARTICIPATING FINANCIAL 
INSTITUTIONS AND SMALL AND MEDIUM-SIZED ENTERPRISE SURVEYS 
 

Table A4.1: Small and Medium-Sized Enterprise Survey: Characteristics of Respondents 
Items Armenia  India Mongolia Viet Nam Overall 
Number of Respondents 175 100 128 650 1,053 
Size of SMEs by Employee (%) 

     

Below Country SME Definition Range 0 79 48 39 41.5 
Within Country SME Definition Range 100 16 52 59 56.8 
Above Country SME Definition Range 0 5 0 2 1.8 

Assets of SMEs (by end-2016, %) 
     

Below Country SME Definition Range 0 63 18 33 28.5 
Within Country SME Definition Range 88 37 82 66 68.3 
Above Country SME Definition Range 12 0 0 1 3.3 

Sales (by end-2016, %) 
     

Below Country SME Definition Range 0 92 16 40 37.0 
Within Country SME Definition Range 96 8 83 59 61.5 
Above Country SME Definition Range 3 0 1 1 1.3 

Women-Owned SMEs (%) 50 3 31 16 25.2 
Women in Top Management (%) 48 5 32 24 27.2 
Age of SMEs (%) 

     

Less than 2 years 1 0 2 8 2.8 
Between 2 and 5 years 29 12 11 34 21.6 
Above 5 years 68 88 88 57 75.1 

Number of loans borrowed  
     

Average 2 1 3 3 2 
Smallest 1 1 1 1 1 
Largest 10 3 10 60 21 

Loan size ($) 
     

Average 55,191 365,726 167,873 258,612 211,851 
Smallest 540 2,942 4,000 1,332 540 
Largest 1,255,000 1,007,635 1,200,000 2,664,000 2,664,000 

Main loan purpose (%) 
     

Working Capital 57 23 66 70 54.1 
Fixed Asset Acquisition 21 73 28 10 33.0 
Refinancing 1 2 1 4 2.2 
New Investment and Working Capital 19 1 2 16 9.4 
Others 3 0 2 0 1.4 

SMEs received technical assistance      
Number of SMEs 30 96 0 0 31.5 
% of Respondents 17 96 0 0 28.3 

TA Assistance Received (%) 
     

Loan Proposal Preparation 4 0 0 0 1.0 
Business Planning and Preparation 17 61 0 0 19.5 
Cashflow and Financial Management 12 0 0 0 3.0 
Understanding Financial Products 7 1 0 0 2.1 
Understanding Mobile/Internet Banking 0 1 0 0 0.3 
Skills Training (non-financial) 4 29 0 0 8.3 
Technology Transfer 4 4 0 0 2.0 

PFI = participating financial institution, SME = small and medium-sized enterprise. 
Source: Independent Evaluation Department surveys conducted for this evaluation. 
 
 
 
 
 
 
 
 
 



86 Summary Results from Participating Financial Institutions and  
Small and Medium-Sized Enterprise Surveys 

 
 

Table A4.2: Business Investment Facility Clients in Pacific Island 
Countries (n=34) 

Item Average Range 
Years in Business 14 3–47 
Total Assets ($‘000) 757 50–3,500 
Total Employees 24 5–145 
Women Employees 14 2–124 
Duration of Business Investment Facility 
services provided (months) 

14 1–32 

Projects Financed with Business Investment 
Facility assistance ($‘000) 

478 25–2,755 

    Source: Data provided to the evaluation team by the consultant management team.   
 

Table A4.3: Key Outcomes from Participating Financial Institution Survey 

Average Value  
ARM (n=8) IND (n=4) MON (n=3) Overall (n=15) 

Start 2016 Start 2016 Start 2016 Start 2016 
Assets ($ million) 293 659 17,854 25,818 115 309 6,087 8,929 
Return on Assets (%) 3.3 1.8 1.7 0.9 3.6 3.3 2.9 2.0 
Capital Adequacy Ratio (%) 20.5 21.5 12.7 15.6 21.9 26.0 18.4 21.0 
Non-performing Loans Ratio (%) 2.3 3.7 0.3 0.7 2.2 5.7 1.6 3.4 
SME Loans to Total Loans (%) 47.4 43.7 13.0 13.0 42.9 33.3 34.4 30.0 
Growth of SME Portfolio (%) 19.0 0.8 … … 0.8 (5.1) 9.9 (2.2) 
Number of SME Clients 7,805 10,903 … 10 8,262 5,238 8,033 5,384 
Share of Women-led SME Clients (%) 26.0 27.0 33.0 33.0 … 41.5 29.5 33.8 
Share of SME Loans for Women-led SMEs (%) 17.6 22.3 … … … … 43.8 61.2 
Share of Women-led SMEs in New Clients (%) … 40.7 … … … 40.2 … 40.7 
Collateral Required from SMEs (%) 180 164 … … … … 180 164 
Total New SME Clients under ADB … 9,898 … … … 732 … 5,315 
New Women-led SME under ADB … 4,030 … … … 294 … 2,162 
Average SME Loan Size ($) 88,710 61,594 … … 44,477 112,257 66,594 86,926 
SME Loan Processing Time (days) … … 30 10 5 2 18 6 
Number of Documents in Loan Application … … 20 5 9 6 15 6 
Number of People Approving Loans … … 10 5 5 4 8 5 
…  = not applicable, ADB = Asian Development Bank, ARM = Armenia, IND = India, MON = Mongolia, n = number, SME = small and 
medium-sized enterprise. 
Note: Numbers in parentheses indicative negative values. 
Source: Independent Evaluation Department. 

 
Table A4.4: Impact on Small and Medium-Sized Enterprisesa 

Indicator 
Armenia 
(n=175) 

India 
(n=100) 

Mongolia 
(n=128) 

Vietnam 
(n=650) Average 

Employment 
     

Number of SMEs Within Country SME Definition Based on 
Number of Employees 

175 16 67 382 160 

Percentage of SMEs Within Country SME Definition Based 
on Number of Employees 

100.0 16.0 52.3 58.8 56.8 

Average Number of Employees of SMEs Within Country 
Definition, before ADB Intervention 

12 266 28 36 86 

Average Number of Employees of SMEs Within Country 
Definition, after ADB Intervention 

15 364 50 61 123 

Difference Between Before and After ADB Intervention 
(number) 3 98 22 25 37.0 
Change in Number of Employees (%) 25 36.8 78.6 69.4 52.5 
Average Number of Women Employees of SMEs Within 
Country Definition, before ADB Intervention 5 195 11 15 57 
Average Number of Women Employees of SMEs Within 
Country Definition, after ADB Intervention 6 264 19 25 79 
Difference in Women Employed Between Before and After 
ADB Intervention (number) 

1 69 8 10 22.0 

Change in Number of Women Employed (%) 
  

20 35.4 72.7 66.7 48.7 
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Indicator 
Armenia 
(n=175) 

India 
(n=100) 

Mongolia 
(n=128) 

Vietnam 
(n=650) Average 

Assets  
     

Number of SMEs Within Country SME Definition Based on 
Assets 

148 37 98 429 178.0 

Percentage of SMEs Within Country SME Definition Based 
on Assets 

84.6 37.0 76.6 66.0 66.0 

Average Assets of SMEs Within Country Definition, before 
ADB Intervention ($) 

29,944 1,057,284 325,656 660,634 518,380 

Average Assets of SMEs Within Country Definition, after 
ADB Intervention ($) 

37,462 2,016,383 760,325 1,396,007 1,052,544 

Difference Between Before and After ADB Intervention ($) 7,518 959,099 434,669 735,373 534,165 
Change in Assets (%) 25.1 90.7 133.5 111.3 90.2 
Sales  

     

Number of SMEs Within Country SME Definition Based on 
Sales 

160 8 101 383 163.0 

Percentage of SMEs Within Country SME Definition Based 
on Sales 

91.4 8.0 78.9 58.9 59.3 

Average Sales of SMEs Within Country Definition Based 
on Sales, before ADB Intervention ($) 

62,155 5,291,320 479,559 632,835 1,616,467.2 

Average Sales of SMEs Within Country Definition Based 
on Sales, after ADB Intervention ($) 

62,233 10,668,846 910,967 3,188,505 3,707,637.9 

Difference Between Before and After ADB Intervention ($) 79 5,377,525 431,409 2,555,670 2,091,170.7 
Change in Sales (%) 0.1 101.6 90.0 403.8 148.9 

ADB = Asian Development Bank, n = number, SME = small and medium-sized enterprise. 
a As defined by each country. 
Source: Independent Evaluation Department. 
 
 



 

 

APPENDIX 5: KEY FINDINGS OF OTHER MULTILATERAL DEVELOPMENT 
BANKS’ SMALL AND MEDIUM-SIZED ENTERPRISE EVALUATIONS  

Evaluation 
(Circulation Year) 

Years 
Covered Key Findings 

Inter-American 
Development Bank. 
2017. Evaluation of 
Direct Support to 
SMEs by the IIC 

2006–2015 1. Direct SME support has not been guided by a coherent and 
comprehensive SME strategy, which is evident in the wide range of 
sectors and types of SMEs supported. The main eligibility criterion in 
selecting SMEs has been whether the company complied with the pre-
established financial ratios and other business criteria. 

2. Direct lending to SMEs is not financially sustainable. The net financial 
margins were positive, but consideration of operating and overhead 
costs indicate that SME direct lending has been loss making. 

3. The Inter-American Investment Corporation (IIC) did not consistently 
identify or track development outcome indicators, making it difficult 
to assess the effectiveness of direct SME lending. IIC supervision 
reports focused almost exclusively on client’s financial performance. 
The financial additionality is also difficult to assess, since IIC rarely 
documented the prior credit conditions of its SME clients. 

4. In addition to direct lending, IIC has actively used TA to reach a larger 
number of beneficiaries in the region. However, SME advisory services 
have not been managed as a critical dimension of IIC’s SME business 
loan operations. In the almost total absence of monitoring and 
evaluation, it is not possible for IIC to know if the objectives of its 
strategic TA programs have been met. 

European Bank for 
Reconstruction and 
Development (EBRD). 
2017. Evaluation of 
the Small Business 
Support Programme 
2011–2015 

2011–2015 1. The program has been clearly relevant to the bank’s mandate and 
strategy, and broadly consistent with national strategies for private 
sector development.  

2. The Small Business Support (SBS) program provided a distinctive 
development dimension to the EBRD’s overall offering in countries of 
operation, enabling EBRD to innovate and adapt to increase 
effectiveness.  

3. SBS and overall EBRD strategic planning and prioritization at the 
country level were essentially independent of one another. 

4. Planning was driven strongly by donor priorities, reflecting its essential 
dependency on donor resources.  

5. Integration with banking occurred through physical relocation of SBS 
to EBRD resident offices from separate premises; process 
improvements; joint products; increased client cross-referrals; and 
formal incorporation of SBS into the Small Business Initiative in 2015. 

Inter-American 
Development Bank. 
2016. Evaluation of 
IDB Group’s Work 
through Financial 
Intermediaries: SME 
Finance 

2005–2014 1. Most funds for SME operations were disbursed (80%). 
2. The Inter-American Development Bank Group (IDBG) typically required 

financial institutions to submit a list of beneficiaries that met certain 
eligibility criteria; however, given the fungibility of money, such a list 
cannot ensure that money reaches those beneficiaries. 

3. IDBG usually targeted SMEs using its own definitions, which were not 
aligned with those of financial institutions, making it difficult to 
measure the growth of the relevant portfolio (loans to SMEs) and its 
performance. 

4. Only about a sixth of the financial institution operations considered 
increasing the financial institution’s SME portfolio as an objective, and 
only half of them set a specific target for it. 

5. For about a quarter of the financial institution operations, the Office 
of Evaluation and Oversight was able to independently estimate the 
increase in the relevant portfolio, finding that in 75% of cases the 
MSME portfolio grew by at least as much as the funding provided by 
IDBG. 
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EU = European Union; IFC = International Finance Corporation; MDB = multilateral development bank: MSME = micro, small, and 
medium-sized enterprise; SME = small and medium-sized enterprise; TA = technical assistance. 
Source: Evaluation team literature review. 
 

6. However, the extent to which this increase is attributable to IDBG is 
unclear. 

7. There is limited information on the impact of IDBG financing on 
beneficiaries, especially regarding interest rates for lending. 

8. Regarding the tenors of subloans, SME financial institution operations 
included targets that were mostly achieved. 

9. There is little information about the effect of improved access to 
finance on SME performance—such as increases in jobs, sales, and 
productivity. 

10. A few impact evaluations found positive effects in SME support 
programs. 

World Bank. 2014. The 
Big Business of Small 
Enterprises: 
Evaluation of the 
World Bank Group 
Experience with 
Targeted Support for 
Small and Medium 
Enterprises 2006-2012 

2006–2012 1. Many targeted projects were weakly justified, weakly focused on 
SMEs, and/or had limited potential for additionality.  

2. Targeted support for SMEs needs to be firmly rooted in a clear, 
evidence-based understanding of what distinguishes an SME and how 
the proposed support will sustainably remove the problems that 
constrain SMEs’ ability to contribute to employment, growth, and 
economic opportunity. 

3. SME support is seen as a strategic objective based on SMEs’ job 
creation potential. IFC’s SME advisory services overall have performed 
better than the rest of the advisory portfolio, except in low-income 
countries. 

4. The World Bank’s portfolio of targeted SME projects represented 
about 7% of projects and 2% of commitment value. By product line, 
lines of credit, matching grants, and business development services 
projects dominate the lending portfolio. 

European Investment 
Bank (EIB). 2013. 
Synthesis Report. Ex 
post evaluation of EIB 
Intermediated lending 
to SMEs in the EU, 
2005–2011 

2005–2011 1. EIB SME intermediated lending was found to be highly consistent with 
the EU and EIB objectives and their evolution over time. 

2. Financial intermediaries generally tended to choose larger and less 
risky SMEs to be financed under the EIB loan in comparison to their 
overall eligible SME portfolios. 

3. During the period under review, the EIB loans had some impact on 
growth and employment, although great variations exist across 
countries. 

4. Overall, EIB intermediated SME lending did not primarily improve 
access to finance for those SMEs which were un- or underserved by 
banks due to their risk profile, unless the operations were carried out 
within the framework of national programmes, implemented by, for 
instance, promotional banks. 



 

 

APPENDIX 6: ADB STAFF INTERVIEWS  
 
A.  Description of the Interview 
 
1. The evaluation team conducted face-to-face interviews with Asian Development Bank (ADB) staff 
based at ADB headquarters and involved in small and medium-sized enterprise (SME) projects. The 
objectives were to solicit their views and assessments based on their own work experiences, on ADB 
strategies, policies and institutional issues on SME operations. Interviews were guided by a survey 
questionnaire (Supplementary Appendix G) and were conducted individually with each member of staff 
for 30–45 minutes by the Independent Evaluation Department (IED) evaluation team, consisting of an 
IED member of staff and an international consultant during 12 October–9 November 2017.   
 
2. Twenty specialists were interviewed, of whom 16 were directly involved in ADB’s SME operations 
in the regional departments and 4 were from knowledge support departments. The average total work 
experience in the SME sector of the interviewees was 11.5 years and ranged from 4.5 years to 28.5 years, 
while that within ADB averaged 8.4 years and ranged from 0.5 years to 21 years. On average, staff 
interviewed participated in nine SMEs operations, of which five were loan projects (Table A5.1).  
 
 
 
 
 
 
 
 
 
 
B. Key Findings 
 

1. Development objectives and strategies for SME operations are not clear to ADB 
staff. 
 

3. Of the 20 members of staff surveyed, only 1 believed that the development objectives for SMEs 
were very clear; 9 considered the development objectives to be clear; 5 somewhat clear; and 4 unclear. 
Most of the staff interviewed (12 of 20, 60%) were of the view that ADB did not have a clear strategy 
and policy to guide its SME operations, while 8 of 20 (40%) thought ADB had a clear guiding strategy. 
Consequently, 53% of staff interviewed (10 of 19) responded that ADB needs a clear strategy or 
operational plan to inform its SME operations. Eight of 19 staff thought there was no need for an explicit 
SME strategy. One member of staff was unsure of the need for a strategy. ADB may consider preparing 
a guidance document for its SME operations to provide clarity to staff on the development objectives of 
its SME operations (Table A5.2). 

 
2. Staff had mixed views on corporate support for SME operations, but were generally 

less than satisfied particularly with the number of staff and their experience and 
ADB’s SME knowledge products.   

 
4. Several questions were asked to find out how staff viewed ADB’s corporate support for SME 
operations in terms of the budget allocation for SME operations, the availability of operational 
instruments, coordination across departments, staff complement, ADB’s role in the sector in developing 
member countries (DMCs), and knowledge products.  
 
 
 

Table A6.1: Profiles of Staff Interviewed 
Staff SME Experience Average Least Most 
Total Years Involved in SME Operations 11.5 4.5 28.5 

- Of Which: Years in ADB 8.4 0.5 21.0 
Number of SME Operations Involved In 9 0 40 

- Of Which: Number of Loans 5 0 25 
ADB = Asian Development Bank, SME = small and medium-sized enterprise. 
Source: Asian Development Bank staff interviews conducted for this evaluation. 
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Table A6.2: Development Objectives, Strategy, and Policy 

Institutional Issues 
Number of 

Respondents 
Share 
(%) 

ADB's Development Objectives for SMEs are: 20 100 
. - Very clearly defined 1 5 
. - Clearly defined 9 45 
. - Somewhat clear 5 25 
. - Unclear 4 20 
. - Not applicable 1 5 
ADB Strategy and Policy to Guide SMEs Operations are 
Clear: 

20 100 

. - Yes 8 40 

. - No 12 60 
ADB SME Strategy is Needed: 19 100 
. - Yes 10 53 
. - No 8 42 
. - Not sure 1 5 
ADB = Asian Development Bank, SME = small and medium-sized enterprise. 
Source: Asian Development Bank staff interviews conducted for this evaluation. 

 
5. The interviewees were generally satisfied with the level of budget made available for SME 
operations. More than half of them (55%) considered the amount to be adequate (Table A5.3). Likewise, 
they were satisfied with the availability of the operational instruments available and the role that ADB 
plays in the sector in DMCs. However, staff considered other support to be less than satisfactory, 
particularly in terms of staff experience (8 of 20 staff considered it to be adequate, 8 considered it to be 
somewhat adequate, and 4 considered it to be inadequate), budget for staff internal training (4 staff 
considered it to be adequate, 5 considered it to be somewhat adequate, 5 considered it to be inadequate, 
6 had no view), budget for staff external training (3 considered it to be adequate, 3 considered it to be 
somewhat adequate, 10 considered it to be inadequate, and 4 had no information). The interviewees 
were least satisfied with ADB knowledge products on SMEs, with only 4 of 20 (20%) finding them 
adequate, 10 consider them less than adequate or inadequate (50%), and 6 saying they did not have 
enough information (30%). The interviewees considered sector reviews most useful, followed by research 
papers and seminars and conferences. The staff interviewed were of the view that the usefulness of 
knowledge products could be improved through in-house dissemination seminars, shortening reports, 
and presenting them to knowledge hubs. 
  

Table A6.3: Corporate Support for Small and Medium-Sized Enterprise Operations 

Institutional Issues 
Number of 

Respondents 
Share 
(%) 

Adequacy of Budget Allocations for Small and Medium-Sized Enterprise 
(SMEs) Operations 

20 100 

− . Adequate 11 55 
− . Less than Adequate 4 20 
− . Inadequate 1 5 
− . Do not Know 4 20 

Adequacy of Instruments Used by Asian Development Bank (ADB) in 
Developing Member Countries (DMCs) 

20 100 

− . Adequate 15 75 
− . Less than Adequate 4 20 
− . Not Applicable 1 5 

ADB's Role in the Sector in DMCs 20 100 
− . Significant 9 45 
− . Somewhat Significant 10 50 
− . Not at All 1 5 
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Institutional Issues 
Number of 

Respondents 
Share 
(%) 

Coordination Across Regional Departments and Sector Teams Within ADB 20 100 
− . Adequate 10 50 
− . Less than Adequate 8 40 
− . Inadequate 2 10 

Staff Experience 20 100 
− . Adequate 8 40 
− . Somewhat Adequate 8 40 
− . Inadequate 4 20 

Internal Training Budget for Staff 20 100 
− . Adequate 4 20 
− . Somewhat Adequate 5 25 
− . Inadequate 5 25 
− . Have No Information 6 30 

External Training Budget for Staff 20 100 
− . Adequate 3 15 
− . Somewhat Adequate 3 15 
− . Inadequate 10 50 
− . Have no Information 4 20 

ADB's Knowledge Products in SMEs 20 100 
− . Adequate 4 20 
− . Less than Adequate 6 30 
− . Inadequate 4 20 
− . Do not Know 6 30 

Rank of SME Knowledge Products by Usefulness 20 100 
− . Sector Reviews 12 60 
− . Research Papers 5 25 
− . Seminars/Conferences 4 20 
− . Books 3 15 
− . In-house Training 3 15 
− . Evaluation Reports 3 15 
− . None 3 15 

Rank of Suggestions to Improve the Usefulness of Knowledge Products 20 100 
− . In-house dissemination/Seminars 8 40 
− . Shortened version of long reports 5 25 
− . Presentation at knowledge hubs 5 25 
− . In-house training 4 20 
− . None 4 20 

 Source: Asian Development Bank staff interviews conducted for this evaluation. 
 

3. Staff felt that the top three human resources issues in ADB’s SME operations were 
lack of SME specialists, high staff turnover due to lack of recognition and career 
path for staff working on SMEs, and lack of knowledge sharing in ADB. 

 
6. Staff provided 16 discrete items as human resource issues in ADB SME operations (Table A5.4). 
Of these issues, lack of SME specialists topped the list (seven mentions), followed by high staff turnover 
due to lack of recognition of SME specific work and lack of career path (five mentions), and lack of 
knowledge sharing due to limited information and lack of awareness of SME issues in the other regions 
and DMCs (four mentions). Other issues mentioned by at least two members of staff included lack of 
cross-departmental coordination and collaboration, lack of a clear understanding of ADB’s SME strategy, 
lack of staff focus on SME issues because ADB’s divisional structure means that staff have to take care of 
other areas and do not concentrate on SMEs, staff are under approval and disbursement pressures, and 
lack of staff training due to limited budgets and because heavy workloads do not allow time for staff to 
learn new knowledge. 
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Table A6.4: Human Resources Issues Identified by Interviewees 

No Issues 
Count 
(n=20) 

Share 
(%) 

1 Lack of SME Specialists  7 35 
2 Staff Turnover (lack of proper career path, no clear recognition of SME specific 

work) 
5 25 

3 Lack of Knowledge Sharing (limited information, lack of awareness of SME issues 
in the region and in DMCs) 

4 20 

4 Lack of Coordination and Collaboration Between Departments 2 10 
5 Lack of Clear Understanding of SME Strategy 2 10 
6 Lack of Focus (focus on numbers or volumes but not on the issues, staff can’t 

concentrate on SME because of ADB structure) 
2 10 

7 Lack of Training (budget and time constraints, work plan is overstretched to 
learn new knowledge 

2 10 

8 SME Experts Largely on Policy Matters with Little On-the-ground Experience 1 5 
9 Lack of Willingness to Invest in Knowledge Products, e.g., SME Finance Monitor 1 5 

10 Staff Constraint Being Addressed through TA 1 5 
11 Getting the Right Design 1 5 
12 ADB Policies (e.g., gender, environmental safeguards) are not a Priority for Small 

SMEs, hence absence of project team member  
1 5 

13 Lack of a Consistent Approach on Financial Intermediation Loans for SMEs 1 5 
14 Lack of Direct Contact and Experience with Nongovernment Organizations 1 5 
15 No SME Specialist in Resident Mission 1 5 
16 Lack of Financing 1 5 

DMC = developing member country, SME = small and medium-sized enterprise, TA = technical assistance. 
Source: Asian Development Bank staff interviews conducted for this evaluation. 
 

4. Staff identified the main implementation issues in SME operations as: limited 
government capacity, lack of reliable monitoring data, lack of flexibility in ADB 
procedures, and poor identification of effective demand for SME funding. 

 
7. Staff raised numerous implementation issues in SME operations (Table A5.5). Among the top 
issues were (i) executing agencies were slow to deliver due to the low capacity of government staff, 
government policies, delays in reforms, weak interagency coordination in government, and frequent 
change in government counterparts; (ii) lack of reliable monitoring and evaluation data due to poor 
selection of DMF indicators and/or poor or absent monitoring data; (iii) lack of flexibility in ADB policies 
(e.g., TA does not have flexibility, projects contradict each other, audit requirements); and (iv) poor 
identification of demand for SME funding (access to local currency  loans due to foreign exchange risks), 
leading to limited participation by banks and private sector. All except item (iv) cut across sectors and 
are not specific to SME operations. 
 
8. Other issues identified include: SMEs are not a priority sector in ADB; lack of clear strategies and 
directions for SME operations; confusion on the part of PFIs on due diligence requirements including 
environment and social safeguards; and market-based pricing of loans to SMEs in nonsovereign 
operations. Staff also cited ADB’s long approval process and disbursement procedures, lack of SME 
specialists in ADB, lack of an incentive structure for staff who work on SMEs; and pressures on staff to 
disburse. The last three are human resources issues. 
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Table A6.5: Implementation Issues Identified in SME operations 

Order Implementation Issues Encountered Count 
Share 
(%) 

1 Executing agency is slow in delivery (low capacity of government staff, 
government policies, delays in reforms, weak interagency coordination in 
government, frequent change in government counterparts) 

8 40 

2 Lack of reliable data is a fundamental issue (poorly designed DMF indicators, 
poor or absent monitoring data) 

5 25 

3 ADB policies could be more flexible (e.g., TA is not flexible, projects 
contradict each other in rules, in credit lines audit requirements are designed 
for investment projects) 

4 20 

4 Identifying effective demand for SME funding could be better (limited access 
to local currency due to foreign exchange risks, leading to banks not taking 
a proactive role and limited participation by the private sector) 

4 20 

5 SMEs are not a priority sector (e.g., they are given less priority than 
infrastructure, lack of strategies and directions) 

3 15 

6 Confusion on the part of PFIs on due diligence requirements (including 
environmental and social safeguard issues) 

3 15 

7 Long approval processes (including disbursement procedures) 2 10 
8 Staff constraints (limited number of staff, lack of incentives structure to work 

on SMEs) 
2 10 

9 Pricing of the loans to SMEs (market-based in NSOs) 2 10 
10 Disbursement pressures (i.e., making sure that funds are disbursed on time) 2 10 
11 Political risks, economic downturns that affect demand for credit and slows 

down disbursements 
2 10 

12 Lack of project readiness 1 5 
13 Inadequate use of movable assets for secured lending (it's the most effective 

way of support SME finance) 
1 5 

14 Overlaps in programs with other development partners that created some 
confusion 

1 5 

15 Lack of holistic approach 1 5 
16 Scope of partners not broad enough (Banks, PFIs) 1 5 
17 In Mongolia, political instability leading to frequent changes in government 

counterparts 
1 5 

18 In the Pacific, scaling up operations to support all 14 DMCs under the 
Business Investment 

1 5 

19 In PRC, capacity of SMEs and inadequate support system (policy level) 1 5 
ADB = Asian Development Bank, DMC = developing member country, DMF = design and monitoring framework, NSO = 
nonsovereign operation, PFI = participating financial institution, PRC = People’s Republic of China, SME = small and medium-sized 
enterprise, TA = technical assistance. 
Source: Asian Development Bank staff interviews conducted for this evaluation. 
 
C. Staff Recommendations for Improving ADB’s SME operations 
 
9. Table A5.6 provides the recommendations for improving ADB’s SME operations. Staff provided 
18 different items as their top recommendation. Of these, three were cited twice: (i) develop a strategy 
to guide SME operations, (ii) promote more knowledge sharing, and (iii) identify better outcome 
indicators for SME operations. Thirteen issues were identified as the second recommendation, of which 
three were mentioned twice (i) conduct thorough sector analysis and diagnostic work, (ii) provide more 
resources (i.e., specific funding, TA), and (iii) provide incentives to encourage staff to do SME work and 
become SME specialists. As for the third recommendation, staff suggested six items of which one was 
mentioned twice: improve staff capacity knowledge and experience through exchange and sharing 
through forums or similar learning events.  
 



Appendix 6 95 
 

 
 

 
 
 

Table A6.6: Staff Recommendations to Improve ADB's Small and Medium-Sized Enterprise 
Operations 

No. Recommendation 
Count 
(n=20) 

1 Develop strategy for SME operations and/or staff instructions 2 
Carry out more knowledge sharing 2  
Identify better indicators to measure outcomes of SME operations 2 

2 Conduct thorough sector analysis and diagnostic work  2 
 Make available more resources (e.g., specific funding, TA) 2 
 Provide incentives to encourage staff to do SME work and/or become SME specialists 2 

3 Improve staff capacity through sharing of experiences  2 
4 Ensure long-term funding is available (e.g., BIF and PSDI in the Pacific) 1 
5 Strengthen the front line 1 
6 Hire and train staff with on-the-ground experience on SME lending 1 
7 Create an SME-specific community of practice 1 
8 Formulate a common approach on how to look at SMEs, design products and provide support 

for financial institutions 
1 

9 Raise awareness of SME challenges and issues 1 
10 Provide adequate staff 1 
11 Invest in surveillance work 1 
12 Provide enough resources to implement the strategy including human resources 1 
13 Improve analytical skills 1 
14 Provide more specialized technical support (in the PRC) 1 
15 Break institutional barriers (e.g., establish an SME bureau to work across sectors and conduct 

policy work 
1 

16 Improve coordination with development partners and establish a consistent approach  1 
17 Make best use of financial sector group and knowledge events 1 
18 Bring more relevant knowledge to operations 1 
19 Explore other areas such as secured lending, leasing, factoring, warehouse receipt financing 1 
20 Encourage more innovation in DMCs (e.g., e-commerce financing, technology, use more tools, 

more flexibility in products) 
1 

21 Provide more case discussions 1 
22 Include impact evaluation 1 
23 Consider out-posting staff so they have a better grasp of SME issues in countries 1 
24 Cross-departmental sharing of experiences (e.g., cross-country knowledge sharing) 1 

ADB = Asian Development Bank, BIF = business investment facility, DMC = developing member country, PRC = People’s Republic 
of China, PSDI = private sector development initiative, SME = small and medium-sized enterprise, TA = technical assistance. 
Source: Asian Development Bank staff interviews conducted for this evaluation. 
 
 

 



 

 

APPENDIX 7: LIST OF LINKED DOCUMENTS  
 
 
A. Small and Medium-Sized Enterprises in Asia and the Pacific: Context and Issues 

https://www.adb.org/sites/default/files/linked-documents/A-SME-Context-and-Issues.pdf 
 

B. Business Environment Operations: Performance and Results 
https://www.adb.org/sites/default/files/linked-documents/B-Business-Environment-Operations-
Assessment.pdf 
 

C. Access to Finance Operations: Performance and Results 
https://www.adb.org/sites/default/files/linked-documents/C-Access-to-Finance-Operations-
Assessment.pdf 
 

D. Access to Value Chains Operations: Performance Assessment 
https://www.adb.org/sites/default/files/linked-documents/D-Access-to-Value-Chains-Operations-
Assessment.pdf  

 
E. Support for Women in Business Operations: Performance and Results 

https://www.adb.org/sites/default/files/linked-documents/E-Women-in-Business-Operations-
Assessment.pdf 
 

F. Consolidated Case Countries Assessment 
https://www.adb.org/sites/default/files/linked-documents/F-Consolidated-Case-Countries.pdf 
 

G. Participating Financial Institutions and Small and Medium-Sized Enterprise Surveys  
https://www.adb.org/sites/default/files/linked-documents/G-PFI-and-SME-Surveys.pdf 
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