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Description   
ADB provided support for the recovery of the commercial microfinance system in Aceh and Nias Island under the 
livelihood and microfinance support (LMS)1 component of the Earthquake and Tsunami Emergency Support Project 
(ETESP)2. The TA intended to continue the support provided to the provincial governments of Aceh and North 
Sumatra in developing integrated support to improve access to finance. 

Expected Impact, Outcome, and Outputs 
The impact was improved access to finance in Aceh and North Sumatra. The TA outcome was enhanced capacity of 
key stakeholders by improving the environment for the expansion of sustainable and commercially viable 
microfinance programs in Aceh and North Sumatra. On the supply side, the TA outputs include: (1) improved 
capacity in managing Microfinance Innovation Fund (MIF), which is a microfinance revolving fund coming from a 
grant of $8.0 million under the ADB-supported ETESP allocated to support microfinance extension through seed 
capital in Aceh and North Sumatra; (2) enhanced stakeholders’ microfinance product development capacity; (3) 
improved designed and readiness of the Government of Aceh to establish commercially viable Local Government 
Credit Guarantee Corporation (LGCGC); and (4) on the demand side, the TA enhanced pilot producer clusters’ 
access to financial services. There were no Design and Monitoring Framework (DMF) revisions during TA 
implementation. 

Delivery of Inputs and Conduct of Activities  
In total, the TA was extended by 18 months, due to administrative issues which were not built into the TA 
implementation timelines. The TA was first extended for one year due to the issuance of new regulations on 
devolving grants to local governments. A second extension of six months was also needed to allow the TA to 
supervise the implementation and ensure the sustainability of MIF, as the transfer of MIF from the Central 
Government to Bank of Aceh and Bank of North Sumatra was delayed due to administrative issues. The TA required 
the following consultancy inputs: one international team leader (18.9 person-months), one financial sector specialist 
(17 person-months), one credit guarantee specialist (6.5 person-months), and one cluster development specialist 
(19.3 person-months). All consultants were stationed in Aceh. To coordinate the work of the TA team and the 
Executing Agency (EA), the TA recruited project administration and coordination specialist (4 person-months), 
stationed at the Executing Agency’s office in Jakarta. Overall performance of ADB, EA, and consultants was 
satisfactory. 
Under Output 1, the TA produced a microfinance services manual and installed monitoring systems on use of MIF in 
Bank Aceh and Bank Sumut. Under Output 2, the TA supported Bank Aceh develop integrated supply chain loan 
products (TriPartite), where three parties share collateral and loan commitment - farmers/fishermen, clusters, and 
processors. The TA updated Grameen lending policies for linkage banking with a micro banking cooperative, 
Komida, that focuses on rural products. The TA also helped Bank Sumut develop its Grameen lending program 
(called “Permaisuri”). Under Output 3, the TA produced a manual for both conventional and Syariah banking in Aceh 
and a financial modelling tool for a future local government credit guarantee company. Under Output 4, the TA 
piloted cluster supply chains–by connecting rural micro producers to export markets and finance. Three minor 
changes in scope and implementation arrangements were made in order to enhance the delivery to Output 3 and 
Output 4. These were to accommodate additional in-house and on-site training for farmers, fishermen, microfinance 
institutions, and banks, as well as the establishment of an MSMEs networking system within a small business 
incubator centre in the University of Syiah Kuala in Aceh. To encourage and sustain knowledge development in this 
area in both provinces, the TA involved local universities in survey and training activities. The TA conducted activities 
that promoted Japanese visibility, which included export of tuna to Japan.  

                                                      
1 ADB. 2005. Grant Assistance to the Republic of Indonesia for the Sustainable Livelihoods Development for Coastal 

Communities in the Special Province of Nanggroe Aceh Darussalam Project. Manila. 
2 ADB. 2005. Grant Assistance to the Republic of Indonesia for the Earthquake and Tsunami Emergency Support 

Project. Manila. 



 
 

Evaluation of Outputs and Achievement of Outcome  
The TA outputs and outcome were met with all performance targets achieved. Under Output 1, microfinance 
revolving funds available for MSMEs under MIF increased to more than Rp70 billion in 2016 in Aceh and North 
Sumatra. For sustainability purposes, MIF services were included in the annual business plans of Bank Aceh and 
Bank Sumut. Under Output 2, Bank Aceh introduced and implemented two new microfinance products: TriPartite 
lending and Grameen lending through linkage banking focusing on rural products. Bank Sumut modified and 
extended its Grameen program (Permaisuri) to cover all areas in North Sumatra. Under Output 3, the design of 
sustainable and commercially viable LGCGC was completed. For Output 4, 75% of cluster members in the piloted 
projects accessed financial services. Overall, the TA successfully enhanced stakeholders’ capacity in developing 
integrated support to improve access to finance.  

Overall Assessment and Rating  
The TA is assessed as successful. The TA ensured the sustainability of the results of ADB’s engagement in Aceh 
and North Sumatra after the tsunami. The TA facilitated Bank Aceh’s MIF loan for Grameen lending with Komida to 
over 55,000 low income women's entrepreneurs in Aceh. Komida is one of the largest microfinance institutions in 
Indonesia which was started after the Tsunami in Aceh and North Sumatra supported by ADB. Komida has grown 
into a national organization with 96 branches in Indonesia and over Rp1 trillion in loans disbursed to 300,000 
members. Bank Sumut obtained technical assistance and training to extend its Grameen microcredit scheme with a 
simple approach and without collateral requirements. In 2016, Bank Sumut had over 110,000 Permaisuri customers. 
Bank Sumut, with assistance from ADB, identified this growing bottom of the pyramid market potential. Now Bank 
Sumut’s MSME financial services provide a significant contribution to the bank’s profitability and growing customer 
base. It is a win-win story in which the banks increase their customer base and develop the local micro-enterprise 
economy. The TA also assisted in developing value chain partnerships between fishermen and a local tuna 
processing company and negotiated a US $4 million investment from a Japanese company for upgrading the factory 
- a first for Aceh’s foreign investment program. This brought the company and the respective fishermen cluster, up 
from a pilot test with 5 tuna fish exported to Tskuji market in Japan under previous ADB JFPR 9072 in 2011. These 
are good examples of success stories of ADB's continuous involvement in financial inclusion and poverty reduction.  

Major Lessons 
The TA provides several lessons that can help improve design and implementation of similar TAs. The direct 
assistance to the grassroot and last mile of the supply chain provides useful input in rural and economic 
development and financial inclusion. The TA found that key constraints to lack of access to finance for the farmers 
and fishermen include: (i) lack of financial literacy; (ii) high costs associated with small scale transaction involving 
those in hard-to-reach locations, financial sector’s limited understanding of the agriculture sector and difficulties in 
assessing credit risk; and (iii) information asymmetry and fragmented value chains. Several policy inputs based on 
the experience of the TA include the following: (i) microfinance account officers must have financial education 
capacity, be entrepreneurial and be committed improving financial literacy of low income families; (ii) building 
specialised microfinance services capacity for specific products is a must; and (iii) it is important to share information 
and develop cooperation among all value chain stakeholders from upstream to downstream to improve rural 
productivity and increase incomes of all actors involved in agro-industrial supply chains. Value chain 
communications and best management practices (BMP) can be distributed via mobile phone applications at low cost 
as piloted by the TA in the cluster of handline tuna’s fishermen. The integrated and demand driven nature of the TA 
is a key factor that supports the sustainability of the results of the TA.  
 
Recommendations and Follow-Up Actions 
Recommendations and follow-up actions include: (i) using digital communications for mobile financial services and 
rural livelihoods skills e-learning, the next step forward is to connect financial institutions and key rural product 
supply chains stakeholders; (ii) disseminate technologies and standard operation procedures developed in Bank 
Sumut, Bank Aceh, and Komida as it is proven to be successful in reaching low income groups and increasing the 
profitability of the lenders; (iii) support incorporation of digital communications in access to finance and establish 
partnerships between financial technology (Fintech) and rural banks to provide greater outreach and increase 
financial inclusion; (iv) train local government officials in replication of digital accounting systems for MSMEs; (v) 
develop financial education capacity building for financial service providers at bottom of the pyramid; and (vi) social 
community linking with other related line ministries for both social and economic development use of mobile phones 
for e-learning of BMP. 

Fintech = computer programs and other technology used to support or enable banking and financial services,  
MSME = micro, small and medium enterprises, TA = technical assistance. 
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