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I. PROJECT DESCRIPTION

A. Rationale

1. Hydrocarbons represented 25% of Kazakhstan’s gross domestic product (GDP) and more
than 70% of exports in 2015. The country’s GDP growth in 2014 declined to 4.2% from an average
of 6.5% per annum during 2010 to 2013 and dropped to 1.2% in 2015. The economic slowdown
was due to the sharp decline in hydrocarbon revenues; the Russian Federation’s recession; and
weakening demand of the country’s main trading partners. Reduced foreign exchange revenue
due to the slowdown prompted the central bank to shift to a floating exchange rate regime,
resulting in a 55.8% loss in tenge’s value against the US dollar from 2014 to mid-2016. Inflation
increased to 13.6% in 2015 from 7.4% in 2014. Given Kazakhstan’s narrow economic base that
relied on hydrocarbons, improving the productivity and resilience of micro, small, and medium-
sized enterprises (MSME) was important for low-income households as a source of income and
was essential for the country to boost its non-oil economy and reduce macroeconomic volatility.
Improving household income was important as well to the rural economy as 86% of the country’s
17.5 million residents in 2015 lived in rural districts and regional towns.
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2. The exchange rate’s high volatility resulted in a surge of deposit dollarization from 35% in 
2010 to 70% in 2015, while local currency loans represented 66% of loans in 2015. This led to 
banks taking substantial foreign currency risk. The National Bank of Kazakhstan’s (NBK) 
monetary policy and measures to counter currency speculation constrained lending in local 
currency. Thus, tenge funding was essential to help reduce currency-related risks of financial 
institutions and their borrowers.  
 
3. While MSMEs contributed 26% to GDP and 32% to employment in 2015, loans to MSMEs 
represented only 9.8% of GDP. Only 19% of the 1.1 million MSMEs received bank loans; thus, 
most of their financing were through retained earnings and borrowings from family and friends. 
Micro and small businesses had insufficient documentation, credit history, and property titles to 
satisfy bank requirements. Banks’ lending policies did not focus enough on estimated cash flows 
when assessing borrowers’ creditworthiness. The large nonperforming loans (NPLs) that reached 
over 30% in 2013 accentuated the risk aversion to MSME lending. The high cost of originating 
loans and perceived risk in lending to small businesses resulted in high lending rates that lowered 
investment in small businesses. To improve access to MSME financing, the government 
implemented several MSME finance programs through Damu, a government-owned agency 
mandated to provide loans and guarantees to MSMEs via financial intermediaries on commercial 
and concessional terms.1 
 
4. In line with the government’s priority to develop the small and medium-sized enterprises 
(SME) sector and the need to improve access to MSME financing, the Asian Development Bank 
(ADB) approved the Supporting Resilience of Micro, Small, and Medium-Sized Enterprises 
Project. 2 This project provided local currency credit to sustain MSME operations during the 
economic slowdown. It provided funds for working capital and investments to support financial 
inclusion, especially outside the two major cities of Almaty and Nur-Sultan (formerly Astana) and 
improve access to finance for women-owned businesses. A technical assistance (TA) supported 
the project to strengthen credit origination and management of selected participating financial 
institutions (PFI) to better serve MSMEs. 
 
B. Expected Impact, Outcome, and Outputs 
 
5. The project’s envisaged impact was MSMEs’ sustained contribution to Kazakhstan’s GDP 
that was aligned with the government’s objectives of supporting entrepreneurship and MSMEs’ 
contribution to the non-oil economy under a challenging macro environment. The envisaged 
outcome was to maintain sustainable loan provisions to MSMEs. The expected outputs were 
sustained financial inclusion and improved efficiency of PFIs’ lending to MSMEs. 
 
C. Provision of Inputs 
 
6. On 27 October 2016, ADB approved a $200 million financial intermediary loan equivalent 
to Damu that the government guaranteed. The loan was signed in October 2017, became 
effective in November 2017. It was closed in May 2020, as scheduled. There were no extensions. 
Of the Kazakhstan’s T72 billion agreed loan amount in local currency, Damu onlent T65.8 billion 
(91.4%) to six PFIs comprising of four banks and two microfinance institutions (MFI). The Forte 
Bank subsequently returned T9.5 billion of the total T31.2 billion it received. Accordingly, the net 

 
1  In 2015, loans to financial institutions represented around 70% of Damu’s T355.3 billion assets. These loans were 

intended for PFIs’ onlending to MSMEs. 
2  ADB. 2016. Proposed Loan and Administration of Technical Assistance Grant: Damu Entrepreneurship Development 

Fund Supporting Resilience of Micro, Small, and Medium-Sized Enterprises Finance Project. Manila.  
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loan amount disbursed was T56.3 billion (78.2%). The estimated project cost was $240 million, 
with $200 million equivalent sourced from the ADB loan and $40 million as equity from 
subborrowers. The project completion report (PCR) did not report on the project’s actual cost.3  
 
7. The project was categorized C as financial intermediary for environment, involuntary 
resettlement, and indigenous peoples. PFIs were required to maintain an environment and social 
management system that complied with ADB’s requirements and national laws. The four 
participating banks financed both category B and C subprojects, while the two MFIs financed only 
category C projects.  

 
8. The project was categorized as effective for gender mainstreaming. Targets were set for 
the number of women to be provided with loans. The project sought to develop the capacity of 
commercial banks and PFIs in gender mainstreaming through the designation of gender focal 
points, gender sensitivity training, and adopting a gender policy. Sex-disaggregated data was also 
incorporated in the PFIs’ management information systems to enable them to systematically 
assess women’s borrowing, use, and repayment of loans.  
 
9. A $500,000 TA was approved in October 2016 on a grant basis by the Financial Sector 
Development Special Fund.4 It became effective in November 2016 and was closed in October 
2021. The TA helped strengthen the capacity and sustainability of Arnur Credit, one of the PFIs, 
and financed 11 regional workshops for women entrepreneurs the National Chamber of 
Entrepreneurs (Atameken) conducted. The TA completion report is yet to be prepared at the time 
of this PCR validation.  
 
D. Implementation Arrangements 
 
10. As envisaged in the design, Damu was the executing agency that administered and 
disbursed the ADB loan’s proceeds. The PFIs—four banks and two MFIs—were the project’s 
implementing agencies. The banks were the Bank CenterCredit (BCC), Bank Kassa Nova (BKN), 
Forte Bank, and Nurbank, while the MFIs were KazMicrofinance (KMF) and Arnur Credit. During 
project processing, due diligence was conducted on four banks (Bank of Astana, BCC, BKN, and 
Nurbank) and three MFIs (Asia Credit Fund, Bereke, and KMF). These institutions were expected 
to be the PFIs at the time of loan approval. However, Bank of Astana, Asia Credit Fund, and 
Bereke were not selected as PFIs due to credit and governance issues that surfaced during their 
evaluation. Arnur Credit and Forte Bank were chosen as PFIs and were subjected to ADB’s 
comprehensive due diligence. 5 A project management unit was established within Damu to 
administer the project, provide progress reports, oversee PFIs’ compliance with ADB loan and 
project agreements, and manage any issues in coordination with ADB and the PFIs.  
The implementation arrangement was considered appropriate in delivering the needed funds for 
MSMEs through the PFIs.   
 
11. Damu complied with all 75 loan covenants, while BCC and Nurbank complied with 43 
project covenants for commercial banks throughout project implementation. Prior to their 
participation under the program, BKN and Forte Bank did not comply with the maximum 25% ratio 
allowed for NPLs to total regulatory capital.  However, both banks submitted action plans to 
reduce the ratio below 25%. The PCR indicated that these action plans were deemed acceptable 

 
3  ADB. 2021. Completion Report Kazakhstan: Supporting Resilience of Micro, Small and Medium-Sized Enterprises 

Finance Project. Manila. 
4  Footnote 3, Linked document no. 8. http://www.adb.org/Documents/RRPs/?id=49076-005-3 
5  ADB approved Arnur Credit and Forte Bank as new PFIs on 5 July 2018 and 22 October 2018, respectively. 
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to ADB.6 The Forte Bank’s NPLs were reduced to 16% in FY2020, while the BKN complied with 
the target from 2018 onwards. For the MFIs, the KMF complied with the 40 project covenants for 
MFIs. However, the Arnur Credit partially complied with the audit reports for 2019 since these 
were prepared on a limited assurance rather than a reasonable assurance basis.7 Except for this 
issue, the Arnur Credit complied with the remaining covenants expected from the MFIs.  
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 
A. Relevance of Design and Formulation 
 
12. The PCR rated the project relevant. It indicated that the project satisfied a niche need and 
provided support to MSMEs that were otherwise regarded as nonbankable. The PFIs that were 
selected met the eligibility criteria. The design and monitoring framework (DMF) was appropriate 
with explicit targets for women and loans outside Almaty and Nur-Sultan.  
 
13. This validation notes that the project was in line with ADB’s country partnership strategy 
for Kazakhstan, 2012–2016 that sought to improve access to finance for MSMEs and women.8 It 
was aligned with the government’s national development strategy 2050 that advocated a larger 
role for SMEs in diversifying the economy’s production base. 9  It was also in line with the 
government’s Roadmap for Business 2020 and Industrial and Innovative Development (2015–
2019) to support MSME development and the sector’s role in employment and non-oil economic 
growth.10 The funds provided by the PFIs foronlending to MSMEs’ financing needs were timely 
during an economic slowdown and when there was aversion to lending in the sector. A key feature 
of the design was ADB’s provision of local currency funds through the NBK that allowed periodic 
withdrawals through separate repo transactions that match PFIs’ funding needs. 11  This 
arrangement was suitable because it mitigated the associated currency risks and dollarization of 
loans to PFIs and their customers. Targeting women and MSMEs for financial inclusion outside 
Almaty and Nur-Sultan was appropriate given the lack of access to finance for these groups. 
Furthermore, the inclusion of MFIs, as a channel to deliver financial services, was suitable to 
reach microenterprises and low-income households. The accompanying TA that sought to 
strengthen PFIs’ capacity for lending to MSMEs and women complemented the provision of credit 
lines.  
 
14. In terms of the DMF, project inputs were logically linked with the outputs and, in turn, to 
the envisaged outcome. The indicators used were measurable, time-bound, and useful for 
management information purposes.  
 

 
6  Based on the project covenant with participating commercial banks, failure of the participating banks in complying 

with any of the financial performance criteria, such as on the ratio of NPLs to total regulatory capital, “will not be 
deemed a breach of the project agreement if the bank agreed to meet remedial measures to meet such criteria which 
are acceptable to ADB in its sole discretion”.  

7  Limited assurance engagements of auditors are not as broad as reasonable assurance engagements. Limited 
assurance engagements collect less evidence than for a reasonable assurance engagement.   

8  ADB. 2012. Country Partnership Strategy, Kazakhstan. Manila.  
9  Government of Kazakhstan. 2015. Kazakhstan-2050 Strategy. Astana.  
10 Government of Kazakhstan. 2015. Roadmap for Business-2020. Astana; and Government of Kazakhstan. 2014. 

State Program of Industrial Innovative Development of the Republic of Kazakhstan, 2015–2019. Astana.  
11  The NBK liquidity facility took the form of a repo agreement between NBK and ADB under a Global Master 

Repurchase Agreement. As part of ADB’s Borrowing Program for 2016, the Board authorized ADB to source local 
currency to fund loans through cross-currency swap transactions and transactions of similar nature. The repo facility 
with NBK was structured to replicate the features of a swap and, therefore, was considered in accordance with the 
Board’s authorization 
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15. The validation notes that the project’s focus on providing credit lines was considered a 
priority and the government’s preferred intervention during project formulation, given the pressing 
need for immediate liquidity in local currency to finance MSME credit demand. This focus was 
justified in view of the conditions during formulation. This validation also notes that credit lines 
under the project initially stimulated lending. More broadly, and outside this project’s direct scope, 
there remains a need for policy-based interventions to address the underlying causes of MSME 
credit constraints over the medium to long-term, including government buy-in for required reforms. 
The project is assessed relevant, given its responsiveness to meet MSMEs’ financing needs in 
local currency, women entrepreneurs’ and MSMEs’ financial inclusion outside the urban centers, 
alignment with the government’s support for MSME development, and a coherent DMF.  
 
B. Effectiveness in Achieving Project Outcomes and Outputs 
 
16. The PCR rated the project effective. All six outcome indicators and four of six output 
indicators were achieved. The PCR also indicated that safeguards requirements were excellently 
complied, and the gender action plan was successfully implemented. 
 
17. This validation confirms that the envisaged outcome of sustainable loan provisions to 
MSMEs was maintained. The six outcome targets were met: (i) PFI’s MSME loans increased by 
46% (target: 20%); (ii) PFI’s loans outside Almaty and Nur-Sultan increased by 57% (target: 20%); 
(iii) PFI’s MSME borrowers increased by 25% (target: 20%); (iv) PFI’s NPL ratios below 25% of 
total regulatory capital that met the target for portfolio quality; (v) commercial bank PFIs’ capital 
adequacy ratios exceeded 10% (at least 7.5% target); and MFI PFIs’ capital adequacy ratios 
exceeded the 15% target.  
 
18. For sustained financial inclusion output’s four targets (output 1), three were achieved and 
one was not achieved. The target for commercial banks’ number of SME borrowers reached was 
not achieved. Commercial bank PFIs only disbursed 568 loans to SMEs against the 1,000 loans 
target as banks usually cater to larger borrowers that meet their collateral requirements. MFIs 
issued loans to 44,422 borrowers, of which 25,773 (58%) were women. This met the target of 
5,500 loans with at least 50% women. In terms of the volume of loans PFIs issued to MSMEs, the 
target of at least $200 million equivalent with at least 25% women borrowers was reached. As of 
31 December 2020, PFIs funded $241 million equivalent in MSME loans, of which 31% were to 
women entrepreneurs. MSME loans PFIs disbursed outside Almaty and Nur-Sultan comprised 
78% of total loans, exceeding the target of 60%. 
 
19. Of the two targets for output 2 on the efficiency of PFIs’ lending to MSMEs being improved, 
one was partially achieved, and one was achieved. The envisaged improvement in credit writing 
procedures and policies in place was partially achieved. Only two of the six PFIs improved their 
credit underwriting procedures or policies. The target for training was achieved with over 265 staff 
from PFIs and Damu trained on gender awareness. Five of the six PFIs received training on 
gender analysis.  
 
20. Safeguards were satisfactorily complied, and no cases of noncompliance were reported 
during implementation. The PFIs used an ADB-approved environmental and social management 
system.  
 
21. A gender action plan was developed and implemented. Of the seven planned activities, 
six were completed and five of six targets were met. The activity that was not completed was on 
the development and adoption of a gender policy. While Damu adopted a gender policy that its 
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board approved, five PFIs expressed that their current guidelines and practices do not 
discriminate against women and adequately address their needs for financial and nonfinancial 
services. Hence, they did not develop and adopt a gender policy. Only Kassa Nova Bank intended 
to develop a gender policy. The target that was not achieved was on commercial bank PFIs’ 
number of SME women borrowers that they reached. There were 214 SME women borrowers 
was 214 that was below the 330-target. Nonetheless, the project had significant achievements in 
gender mainstreaming: (i) ender focal points were designated in PFIs; (ii) gender sensitivity 
trainings were conducted for Damu and PFI staff; (iii) sex-disaggregation data was integrated in 
Damu’s and PFIs’ management information systems; (iv) Damu adopted a gender policy; and 
MFIs provided loans to 44,422 borrowers provided with loans by MFIs, 25,773 (58%) of which 
were women. Enterprises that borrowed loans created a total of 18,080 jobs, of which 36% were 
created by women-owned MSMEs.  
 
22. The envisaged outcome of sustainable loan provisions to MSMEs being maintained was 
achieved. The output targets for financial inclusion were met with loans provided to women and 
MSMEs outside of the two major cities. The output targets on the efficiency of PFIs’ lending to 
MSMEs were mostly met. This validation assesses the project effective.  
 
C. Efficiency of Resource Use 
 
23. The PCR rated the project efficient. It achieved the intended outcome within the planned 
period although only 78.2% of the loan was disbursed. This validation notes that there was no 
major delay or problem in the processing of loans at the subloan level. There was also no delay 
in the project implementation. There were 44,990 borrowers, which was seven times higher than 
the target of 6,500 indicating efficiency in reaching the greater number of borrowers than 
expected. Notwithstanding the challenges the PFI faced due to the banking system’s systemic 
problems, the subloans were disbursed promptly. The envisaged outcome was achieved with less 
than the amount approved for the loan. This validation assesses the project efficient.  
 
D. Preliminary Assessment of Sustainability 
 
24. The PCR rated the project likely sustainable based on the increasing trend in the volume 
of loans given to small businesses and priority sectors under the Damu program from 2018 to 
2020. It also indicated that Damu’s governance, institutional structure, and financial performance 
signal a good prospect for increased MSME support into the future.  
 
25. This validation notes that Damu has been operating profitably with a positive return on 
average assets and average equity from 2015 to 2020, except in 2018 when it experienced losses 
due to loans to partner banks that became insolvent.12 Damu’s capital to assets ratio ranged from 
25.5% to 33.3% during the same period, indicating adequate capital level. In September 2021, 
Damu’s credit rating was upgraded from BB+ in 2020 to BBB-/A-3.13 In 2020, the government 
infused T30 billion capital to support MSMEs during the economic slump brought about by the 
COVID-19 pandemic.14 Given that availability of financing—especially (i) commercial financing, 
and (ii) medium- to long-tenor financing—for the MSME sector overall is challenging, Damu will 
need to proactively formulate funding plans for its ongoing needs and growth targets. In this 

 
12 These banks were Bank of Astana, Delta Bank, Eximbank, Kazinvestbank, and Qazaq Bank. Footnote 3, para. 28. 
13 Standard and Poor’s Global Ratings. 2021. Damu Entrepreneurship Development Fund Upgraded to “BBB-/A-3” on 

Improved Government Oversight: Outlook Stable. 7 September. 
14 Damu 2021. Annual Report 2020. Almaty; and, Damu. 2021. 2020 Audited Financial Statements and Independent 

Auditor’s Report. Almaty.  
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regard, future support from the government and the MFIs may well be required as Damu looks to 
sustainably grow its MSME lending portfolio. 
 
26. During implementation, the PFIs complied with NBK’s prudential requirement and 
operated profitably. As of 31 December 2020, PFIs’ nonperforming ratios were below the required 
maximum 25% of total regulatory capital, indicating an acceptable quality of portfolio. In view of 
Damu’s increasing volume of MSME lending, profitable operations over the years, additional 
capital, improved credit rating, and PFIs’ decent financial performance, this validation assesses 
the project likely sustainable.  
 

III. OTHER PERFORMANCE ASSESSMENTS 
 
A. Preliminary Assessment of Development Impact 
 
27. The PCR rated the development impact satisfactory. The project created 18,080 jobs, of 
which 36% were in women-owned businesses. Of the 40,689 subloans, 55% were disbursed to 
women. Damu extended access to 33,495 new clients, the majority of which were in rural and 
remote areas; thus, expanding its outreach and inclusiveness.  
 
28. This validation notes that Damu’s efforts to mainstream gender in its operations, such as 
the adoption of a gender policy, will help increase financial inclusion of women entrepreneurs. 
The gender sensitivity trainings increased the level of gender awareness among Damu’s and 
PFIs’ staff. The designation of gender focal points strengthened the capacity of PFIs to respond 
to the financing needs of women entrepreneurs. Financial inclusion was expanded further with 
the emphasis on reaching MSMEs outside Almaty and Nur-Sultan.  
 
29. This validation also notes that the use of credit lines can only have a limited and relatively 
short-term impact on MSME sector development. By design, the project did not address the 
broader and deeper issues that constrain long-term MSME financing. Nonetheless, the project  
achieved its objective of financial inclusion of women and MSMEs outside the urban centers; 
helped establish Damu’s gender policy and gender focal points in PFIs, and increased gender 
sensitivity in the operations of Damu and PFIs. These achievements will enhance MSMEs’ 
contribution to the non-oil economy and employment. This validation assesses the project’s 
development impact satisfactory.  
 
B. Performance of the Borrower and Executing Agency 
 
30. The PCR rated the performance of Damu as executing agency satisfactory. Damu was 
chosen as executing agency because of its clear mandate to facilitate greater access to credit by 
MSMEs and a demonstrated capacity to monitor and supervise loans to PFIs for onlending to 
MSMEs. It established a system for regular monitoring of project performance and closely 
coordinated with the PFIs. The loan covenants were satisfactorily complied with. Damu provided 
the needed project support and had adequate internal processes for project implementation. Over 
the years, it has grown its MSME portfolio and performed well financially, except in 2018 when it 
experienced losses due to partner banks’ insolvency that were not part of the project. A key lesson 
from that experience is to critically assess partner banks’ qualifications and creditworthiness; 
ensure in-depth analyses; and early detection of potentially unstable partner banks, especially in 
an environment of a weakened economy and devaluation of the tenge. Despite the challenges in 
the economy and banking system, Damu demonstrated adequate institutional capacity to 
implement the project. The performance of Damu is assessed satisfactory.  
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C. Performance of the Asian Development Bank and Cofinanciers 
 
31. The PCR rated the performance of ADB satisfactory. ADB fielded periodic review 
missions, including midterm and safeguards review missions. ADB maintained regular monitoring 
and oversight of the project ensuring the implementation is on track. Damu’s progress report was 
designed during project preparation, which facilitated monitoring of outcome and output targets. 
ADB was promptly responding to issues arising from implementation and disbursement of funds, 
and to Damu’s requests during implementation. It is worth noting that the project officers involved 
in designing the project were also in charge of implementing the project and preparing the PCR. 
This is ideal from a continuity perspective. This validation assesses ADB’s performance 
satisfactory.  
 
D. Others  
 
32. There were no issues related to governance. Damu’s completion report indicated that the 
project allowed for increase in the volume of financing for MSMEs and created new and supported 
existing jobs.  
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
 
A. Overall Assessment and Ratings  

 
33. The PCR rated the project successful. This validation assesses the project relevant, 
effective, efficient, and likely sustainable. The project was responsive in meeting MSMEs’ 
financing needs, inclusive to women entrepreneurs and MSMEs outside key cities; was in line 
with government’s priorities; had a coherent DMF; and was accompanied by a suitable capacity 
building TA to support MSME lending of PFIs. It was effective in achieving and efficient in 
delivering its envisaged outcome with no delay and with less than the approved amount. It is likely 
sustainable in view of Damu’s increasing volume of MSME lending, which reflects its commitment 
for continued support to the sector; largely profitable operation over the last few years; additional 
government’s capital provided to Damu; its improved credit rating; and participating PFIs’ sound 
financial performance. As noted above, Damu will need to proactively formulate funding plans for 
its ongoing needs and growth targets. Overall, this validation assesses the project successful.  
 

Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement  

and/or Comments 
Relevance Relevant Relevant  
Effectiveness   Effective Effective  
Efficiency  Efficient Efficient  
Sustainability Likely 

sustainable 
Likely 

sustainable 
 

Overall Assessment Successful Successful  
Preliminary assessment 
of impact 

Satisfactory Satisfactory  

Borrower and executing 
agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Satisfactory  
Quality of PCR  Satisfactory Para. 38. 

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report. 
Source: ADB (IED). 
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B. Lessons 
 

34. The PCR identified one lesson. It was the first time that the MFIs were included as PFIs, 
and the project demonstrated that MFIs could perform well or even better than banks, especially 
in meeting women entrepreneurs' financing needs. 
 
35. At the project level, this validation adds the lesson that MFIs, by the nature of their 
operation and target clientele, are in a good position to also reach microenterprises, small 
businesses, and low-income households, aside from women. This was evident in the significantly 
smaller loan sizes that they provided to subborrowers, which indicated a deeper outreach (small 
borrowers).15 At the sector level, addressing the lack of domestically mobilized resources for 
MSME finance requires a sector approach that goes beyond the use of credit lines. The use of 
credit line alone is insufficient to address SME finance development. It is important to adequately 
identify the root causes and address them over the medium and long-term through the necessary 
policy, legal, institutional, and regulatory reforms, and capacity building. 

 
C. Recommendations for Follow-Up 
 
36. The PCR indicated 10 recommendations that were drawn from the project’s experience.  
This validation assesses that these recommendations were appropriate. First, incentives and 
disincentives should be considered to encourage PFIs to maximize the utilization of funds from 
Damu for MSME loans to be fully recycled until maturity. Second, Damu should consider pricing 
its wholesale loans to reflect the risk profiles of individual banks. Third, Damu should consider 
giving concessional loans to banks conditional on prudential actions such as plans to recapitalize 
or reduce NPLs. Fourth, government may provide long-term liquidity of at least 5 years to 
stimulate lending to the sector and, thereby, promote growth and employment. Fifth, PFI progress 
reports should include information on sub loan performance. Sixth, more policy dialogue between 
ADB and government should be considered to address root constraints of increased access to 
MSME finance. Seventh, the establishment of a risk-sharing facility with the PFIs could be an 
effective and new approach to catalyze more sustainable private funding to MSMEs. Eight, the 
PCR recommended that ADB should ensure that PFIs are not engaged in unfair lending or 
collection practices. It would have been more informative if the PCR provided examples of these 
practices in the Kazakh context. Ninth, ongoing support should be provided for PFI’s 
environmental and social management systems during implementation, capacity building for 
PFIs, and engagement of Damu’s environmental specialists. Lastly, a dedicated loan and TA 
facility for MSMEs through MFIs may be discussed and considered with government.  
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Reporting 

 
37. Damu regularly monitored disbursements, loan utilization, jobs generated, and PFIs’ 
financial performance. Sex-disaggregated data was integrated into Damu and PFIs’ monitoring 
system. The DMF indicators were suitable for monitoring, measurable, and time bound. Data on 
the performance of subloans, such as repayment performance and loan purpose, should have 
been included in the progress reports.  

 

 
15 The average loans of MFIs Armur Credit and KMF were only, T6,763.5 and T801.5, respectively, compared to PFI 

banks which were in the range of T119,663.3 to T150,307.0.  
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B. Comments on Project Completion Report Quality 
 
38. The quality of the PCR is assessed satisfactory. Adequate evidence was provided to 
substantiate the ratings. The discussions and data presented on project and subloan 
implementation were informative. The lesson and recommendations presented were sound and 
comprehensive. The details presented in the appendixes were informative and useful. The 
discussion on the achievements and results of the gender action plan was adequate.  

 
C. Data Sources for Validation 

 
39. This validation utilized information from the report and recommendation of the President, 
PCR, back-to-office reports or review missions, minutes of staff review meeting, and Damu’s 
PCR.  

 
D. Recommendation for Independent Evaluation Department Follow-Up 
 
42. This validation does not recommend further IED follow-up. 
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