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DEVELOPMENT COORDINATION 
 

A. Major Development Partners: Strategic Focus and Key Activities 
 
1. The European Bank for Reconstruction and Development (EBRD) is active in supporting 
small and medium-sized enterprises (SMEs) in Kazakhstan through its Turn-Around 
Management (TAM) Program and Business Advisory Services (BAS) Program. The TAM 
program (51 subprojects) promotes international best practices by placing international advisers 
at SMEs and providing capacity building and training. The BAS Program (684 subprojects) 
assists SMEs to improve operations, enter new markets, and gain access to financing. It has 
mainly been focused on facilitating rural SMEs. In addition, since 2006, EBRD has extended 
credit lines to SMEs through local commercial banks.1 A special focus was given to distribution 
of funds to remote areas. The projects were supported by specialized technical assistance (TA) 
aimed at introducing the credit scoring methodology and upgrading banks’ lending policies for 
SMEs. The TAM and BAS programs will continue with the increased coverage of rural areas 
and support of women entrepreneurs in Kazakhstan. The United States Agency for International 
Development (USAID) Kazakhstan Small Business Development Program, which is co-funded 
by the Government of Kazakhstan, has provided extensive training on business and consulting 
essentials to mostly start-up entrepreneurs and nongovernment organization business service 
providers. The World Bank has provided Kazakhstan with the Second Agricultural Post-
Privatization Project ($96.1 million), which has a component for promoting sustainable rural 
microfinance. The International Finance Corporation (IFC) also promotes SME development 
through its investments in the local banking sector, which onlends to viable SMEs.   
 
2. The Asian Development Bank (ADB) has been supporting SMEs in Kazakhstan through 
nonsovereign credit lines since 2006. A total of $175 million was extended to three banks—BTA 
Bank, Alliance Bank (ALB), and Bank CenterCredit (BCC)—for onlending to SMEs.2  
 
3. The Damu Entrepreneurship Development Fund (Damu) and the Entrepreneurship 
Development Institute of India are negotiating an agreement to establish a joint Kazakhstan–
Indian Entrepreneurship Development Center that will improve the entrepreneurial culture of 
SMEs; provide consulting, informational, and educational programs to SMEs; build the 
infrastructure of nonfinancial support to SMEs; and conduct research in the area of supporting 
SMEs. 
 
 

                                                 
1 EBRD has extended credit lines to Kazkommertsbank, Tsesna Bank, Bank CenterCredit (BCC), ATF Bank, and 

Kaspi Bank. It has also provided standalone loans to ATF Bank, BCC, and Kaspi Bank. The major selection criteria 
included the bank’s creditworthiness and transparency of ownership and corporate governance. EBRD’s subloan 
approval processes are fairly decentralized. Recovery of microfinance and SME subloans was historically highly 
satisfactory—close to 100%—but the recovery rate has deteriorated since the crisis. EBRD has also provided the 
selected commercial banks with technical assistance for institutional capacity building to deliver financial services 
to micro and small enterprises countrywide. The main focus was on the credit appraisal and monitoring of subloans 
to SMEs. All partner banks must meet and maintain EBRD standards.  

2 All ADB funds were onlent to SMEs in 2006–2007. In March 2009, BTA Bank and ALB declared moratoria on 
principal payments to ADB and requested restructuring of outstanding debt. The restructuring of ALB was 
completed in March 2010 and ADB’s senior loan has been exchanged for cash, discount notes, recovery notes, 
and equity. BTA’s restructuring is expected to be completed in the third quarter of 2010. BCC survived the financial 
crisis and it continues to meet its debt service obligations. With the wide recognition by many leading international 
financial institutions that the defaults of BTA and ALB were difficult to predict, recent assessment of ADB’s Private 
Sector Operations Department suggests that diversification of lending instruments, use of secured products, and 
tighter loan portfolio monitoring are important lessons from ADB’s nonsovereign operations in the Kazakh banking 
sector. Given its sovereign-guaranteed nature, the proposed intervention will not subject ADB to the risk of 
payment default by banks. 
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Major Development Partners 

 
Areas of support 

Development 
Partner Project Name Duration Amount 

Finance, microfinance, SMEs 
development 

EBRD Turn-Around 
Management 
Programme  

1999–ongoing €3.2 million 

Finance, microfinance, SMEs 
development 

EBRD Central Asia Business 
Advisory Services  

2001–ongoing €9.3 million 

Finance, SME development, 
private sector development, 
economic growth 

EBRD Kazakhstan Small 
Business Program II  

2002–ongoing $75 million 

Finance, SME development, 
private sector development, 
economic growth 

EBRD Kazakhstan Small 
Business Program I 

1997–2007 $77.5 million 

Finance, SME development, 
private sector development, 
economic growth 

EBRD  Bank CenterCredit 
SME Loan 

2008–2012 $50 million 

Finance, SME development, 
private sector development, 
economic growth 

EBRD Kaspi Bank MSME 
Loan, 2 tranches  

2007–2012 $110 million 

Finance, microfinance, capacity 
development  

USAID  Business 
Environment 
Improvement  

2006–2010 $7.7 million 

Finance, microfinance, capacity 
development 

USAID Kazakhstan Small 
Business 
Development 

2006–2010 $9.2 million 

Finance, SME development, 
private sector development, 
economic growth 

World Bank  Second Agricultural 
Post - Privatization 
Project   

2005–2011 $95 million 

Finance, SME development, 
private sector development, 
economic growth 

ADB SME Loan to BTA 
Bank 

2006 $75 million 

Finance, SME development, 
private sector development, 
economic growth 

ADB  SME Loan to Alliance 
Bank  

2006 $50 million 

Finance, SME development, 
private sector development, 
economic growth 

ADB  SME Loan to Bank 
CenterCredit 

2007 T6 billion 
(equivalent to 
$50 million) 

ADB = Asian Development Bank; EBRD = European Bank for Reconstruction and Development; MSME = micro, 
small and medium-sized enterprise; SMEs = small and medium-sized enterprises; USAID = United States Agency for 
International Development.  
Source: Asian Development Bank 
 

B. Institutional Arrangements and Processes for Development Coordination 
 

4. The project design reflects the government’s efforts to develop the SME sector, increase 
SME sector employment, and increase the SME sector’s contribution to gross domestic product 
(GDP). Under its Anti-Crisis Plan 2007–2009, the government channeled $1 billion to local 
banks for SME lending. The government recently launched a new subsidized financial program 
that allocates $200 million for 2010 to help bail out SMEs that were severely impacted by the 
global financial crisis. However, to promote SME development over the longer term and meet 
the government’s ambitious targets of doubling the SME sector’s contribution to GDP from the 
current 14% by 2015, much larger investments are needed in the sector. The depressed 
banking sector’s lending to SMEs has dropped by two-thirds during 2007–2009. The proposed 
ADB intervention will help bridge this gap in financing SMEs. In processing this loan, ADB held 
donor coordination consultations with the World Bank, IFC, EBRD, USAID, and other 
development partners in this sector. 
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5. The reporting requirements under ADB’s project are harmonized and well coordinated 
with those of Damu and development partners. Damu and the participating financial institutions 
(PFIs) have agreed to submit to ADB their financial statements prepared in accordance with 
international financial reporting standards and audited according to international auditing 
standards by international audit firms. ADB has conducted financial and fiduciary due diligence 
on Damu and the PFIs to assess their financial soundness, efficiency, risk management, 
corporate governance and internal environmental and safeguard procedures. ADB’s financial 
and fiduciary requirements are very close to those of other development partners. 
 

6. To monitor the development impact of the investment program, Damu and PFIs have 
agreed to provide the following data to ADB on a quarterly basis: (i) the number of jobs created 
(gender-disaggregated); (ii) the geographical and sectoral distribution of lending; and (iii) the 
use of subloans (i.e., for investment or for working capital). ADB’s reporting requirements are 
more comprehensive and are designed to assess the impact of the investment program, while 
other development partners focus on the loan recovery rate and regional distribution.  
 

7. During project implementation, ADB will regularly consult with and brief EBRD, IFC, 
USAID, and other development partners working in the sector on the key findings. 
 

C. Achievements and Issues 
 

8. The international liquidity crunch has resulted in reduced access to finance by SMEs. A 
key lesson learned is that more attention needs to be paid to providing funding to SMEs in local 
currency. ADB’s nonsovereign lending facility to BCC, provided in local currency (tenge), has 
been the most successful. ADB’s proposed intervention will also be provided in local currency.  
   
9. Development partner presence is shrinking in Kazakhstan. For example, USAID is 
closing its Small Business Support Program in the third quarter of 2010. ADB’s proposed project 
can help fill this gap by providing TA to help improve Damu’s effectiveness and efficiency in 
providing support to SMEs.  
 

D. Summary 
 

10. The global financial crisis has significantly affected the SME sector, leading to a 
reduction in the SME sector’s contribution to GDP from 18% in 2005 to 14% in 2009. This is 
partly attributed to the lack of adequate financing. The SME sector continues to have a 
considerable demand for credit. ADB’s targeted intervention could help the SME sector achieve 
its potential. EBRD, IFC, the World Bank, and USAID all welcome ADB’s proposed intervention. 
Future tranches under the multitranche financing facility may be funded through the issuance by 
ADB of local currency bonds,3 which would benefit local bond market development. 
Development partners welcome the program’s focus on gender. They also welcomed Damu’s 
new market-based approach to SME lending (in contrast to its subsidized credit programs, 
which lead to market distortions) and supported the program’s provision of capacity building to 
Damu to help ensure the sustainability of the market-based program. 

                                                 
3 ADB has received necessary government approvals to issue a local currency bond but the Ministry of Economic 

Development and Trade requested that cross-currency swaps be used to hedge the foreign                         
exchange risk under the first tranche. However, it supports ADB’s issuance of local currency bonds to fund 
subsequent tranches provided that market conditions are conducive.  


