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Project description. In 2013, the Government of Kazakhstan requested Asian Development Bank (ADB) to provide 
policy advice to develop its local insurance market. ADB approved the technical assistance (TA) project with National 
Bank of the Republic of Kazakhstan (NBK) as the executing agency in October 2014. ADB intervention was needed 
on the following grounds. First, Kazakhstan’s insurance sector was small and underdeveloped. In 2013, insurance 
market penetration was at 0.8% of gross domestic product (GDP). This was low compared with the global average of 
6.3%, and emerging market’s average of 3.0%. Insurance spending per capita was also low with the insurance density 
rate of $601 per capita compared with the global average of $652. Insurance activity was limited to urban areas, 
primarily in Astana and Almaty. Second, the major challenges for insurance sector development were (i) fragmented 
market structure, with many insurers not having the critical size to build adequate risk pools, underwrite contracts, 
and innovate; (ii) weaknesses in regulation, supervisory capacity, and in consumer protection, which undermined 
confidence, trust, and the sound development of the market; (iii) grossly underdeveloped life insurance subsector that 
was dominated by annuities; (iv) underdeveloped catastrophic insurance, which was rarely sold or reinsured; (v) 
limited availability of professionally qualified staff both in the regulatory sector and insurance companies; and (vi) 
limited development of capital market, thereby making long-term placement of insurance premiums difficult. The ADB 
TA aimed to address the second development challenge, i.e. the weaknesses in regulation and supervisory capacity.  
 
Expected Impact, Outcome, and Outputs. The expected impact of the TA was a greater outreach of insurance 
achieved measured by an increase in insurance penetration and density levels to 1.2% of GDP and $120, respectively, 
by end 2019. The expected outcome was strengthened policy and regulatory framework for insurance supervision 
and product design, with NBK adopting at least three proposed changes in its regulatory framework by November 
2016. The TA was to deliver four outputs: (i) risk-based supervision strengthened, (ii) reinsurance, and group and 
cross-border supervision improved, (iii) NBK’s staff capacity to regulate and supervise the insurance subsector 
improved, and (iv) actuarial database for insurance product design strengthened.  
  
Delivery of Inputs and Conduct of Activities. During TA implementation, the original TA scope underwent minor 
changes which had no effect on TA outcome. These were (i) the number of TA activities increased from the original 
46 to 88 in response to the additional requests of NBK,2 (ii) with the extended range of activities, 5 additional 
consultants (1 international for risk management and 4 national) were engaged thereby increasing total person months 
from the envisaged 34 to 42.95, and (iii) the completion date was extended from original 30 November 2016 to 31 
July 2017 to accommodate above-mentioned increase in TA activities. The TA was completed within originally 
approved budget and extended completion date.  
 
Performance of ADB during project implementation was satisfactory. Several revisions of the TA scope (after TA 
approval) might be an indication of insufficient discussion of TA details with the beneficiary at the project design stage.  
However, at a later stage, ADB team demonstrated high level of flexibility by swiftly responding to NBK’s requests for 
changes in TA scope to address gaps not identified during design of the project. The ADB team engaged an 
experienced team of consultants, including strong component of national consultants, who kept regular 
communications with NBK.  Two review missions (February 2015 and February 2016) were conducted to monitor 
progress and ensure delivery of projected outputs.  Performance of executing agency was also satisfactory. NBK was 
cooperative and provided all necessary support for the consultants’ activities.  
 

                                                      
1   As the data from Sigma World Insurance Report (data source used in DMF baseline) and NBK`s data were different, 

it was agreed to use NBK data to monitor the results. As per NBK, in 2013 insurance penetration stood at 0.67% and 
insurance density equaled to $60 (vs. 0.8% and $101 as per Sigma report).  

2  NBK’s additional requests include, among others, assistance with Solvency II implementation (including first 
quantitative impact study on a Solvency II), assistance with market-wide stress-testing, additional training on reserves 
calculation, and development of instant shock tool. 
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Evaluation of Outputs and Achievement of Outcome. The TA delivered all four expected outputs (pls see Appendix 
1). The TA outcome of strengthened policy and regulatory framework for insurance supervision and product design, 
was also achieved. Three new regulationsa were adopted by NBK and another threeb were drafted and were submitted 
for review to NBK, the Parliament, and insurance market participants.  A new travel insurance law that incorporated 
several recommendations of ADB’s consultants, is also under review of the Parliament. The expected impact of 
greater insurance outreach measured by insurance penetration and density levels, however, is unlikely to be achieved 
due to factors beyond the TA’s control. In 2016, insurance penetration and density levels stood at 0.6% of GDP and 
$44, well below the 2013 baseline of 0.67% and $60, respectively. This was due to (i) local currency devaluation, 
which negatively impacted insurance density measured in dollars, and (ii) economy slowdown (weak oil prices in 
2014–2016) that adversely impacted the demand for insurance services. It is unlikely that targeted impact would be 
achieved in 2019.  
 
Overall Assessment and Rating 
Relevance. In terms of alignment with government’s development priorities, the TA’s general objective on enhancing 
regulatory framework and capacity of insurance supervisor was and is closely aligned with Kazakhstan Government’s 
policy and ADB’s Financial Sector Operational Plan.c However, in terms of relevance of design and formulation, the 
Design and Monitoring Framework (DMF) had some weaknesses, such as (i) no specific targets to achieve, e.g., 
outcome performance indicator related to the number of regulatory changes to be adopted by NBK says little on the 
nature and importance of the regulatory changes and their true effect on strengthening NBK’s supervision capacity; 
and (ii) description for DMF outcome and outputs 1 & 2 reads as reformulation of the same ‘strengthening of insurance 
supervision’. On a positive side, executing arrangements were adequate and consultants selected were very 
professional. This, combined with NBK`s strong ownership over the project, addressed initial gaps at project design. 
As the above-mentioned weaknesses in project design prevents rating the project as highly relevant, the rating is 
relevant.  
 
Effectiveness. All DMF outcome and outputs were delivered or partly delivered (please see Appendix 1). It was noted 
though that the consultancy had limited scope, focusing only on off-site supervision. Nonetheless, the tools that they 
delivered were tailor-made for NBK`s needs, thus they are widely used in NBK`s daily operations. On this basis, the 
TA is rated effective. 
 
Efficiency. Notwithstanding process efficiency (e.g. scale of delays, changes in TA scope, intensity of supervision 
needed) and occurrence of cost overruns, the TA was delivered within the extended period and within the original 
budget. The TA rating is efficient. 
 
Sustainability. The tools and regulations delivered under TA are adopted by NBK and used in its daily activities, 
indicating the long-lasting effect of the deliverables. On this note, the TA is rated likely sustainable.   
 
Overall assessment. Overall, the project is rated as successful because of the project`s relevance, effectiveness, 
efficiency and sustainability.  
 
Major Lessons.  
1.     Suggested DMF outputs were vaguely defined making assessment of the project impact difficult. For future 
similar TAs, it is suggested to have detailed discussion of the project with beneficiaries at initial stages to identify 
specific targets to achieve. 
2.     Vague wording used also increased project administration burden for ADB (e.g. time spent on issuing multiple 
amendments to consultancy contracts). Thus, it is recommended to conduct full-fledged consultations with the 
beneficiaries on TA scope to reduce project administration and supervision issues during the later stages of 
implementation. 
3.     The strong component of national consultants, who interacted with NBK on a regular basis, and ensured that the 
TA delivered deliverables that were tailor-made to NBK’s needs, proved to be effective.  
 
Recommendations and Follow-Up Actions. Policy road map for introduction of full-scale risk-based supervision 
indicates steps to be taken and need for additional technical support. Thus, further re-engagement with NBK is 
recommended.           

a  Regulation 194 on pension annuities, Regulation 240 on loss ratio calculation and Regulation 304 on prudential 
standards. 

b  Instruction 4 on risk management, Regulation 76 on reserves calculation, Regulation 233 on early warning measures. 
c  ADB. 2011. Financial Sector Operational Plan. Manila. 
 
 
Prepared by: Ruslan Kurmanbekov         Designation and Division: Financial Sector Specialist, CWPF 
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DMF OUTPUTS DELIVERY 
 

 
Output name 

Performance targets and indicators with 
baselines 

 
Status as of 31 July 2017 

1. Risk-based 
supervision 
strengthened  

Assessment of regulatory and market 
practices for risk-based supervision 
finalized by July 2015 
 
Draft regulations on risk-based supervision, 
prepared by December 2015 
 
 
 
 
 
 
 
Manual for risk-based supervision 
disseminated by May 2016 

Delivered. Consultants assessed existing 
policies and regulatory framework and their 
compliance with international standards 
 
Delivered. Consultants assisted in drafting 
revised regulations and legal acts and presented 
recommendations to NBK and other 
stakeholders. Please note, consultants focused 
on improving offsite risk-based supervision while 
development of other regulations required for 
full-fledged risk-based supervision were out of 
technical assistance scope.  
  
Delivered. Consultants prepared risk-based 
supervision guideline to complement existing 
supervision manual. Besides, the first-ever 
market wide stress test has been carried and its 
results presented to market. 
 

2. Reinsurance 
supervision 
improved 

Two thematic assessments on regulatory 
and market practices of reinsurance 
activities and group and cross-border 
supervision finalized by September 2015 
 
Draft regulations on reinsurance and cross- 
border supervision prepared by March 2016 
 
Guidelines on reinsurance and cross-border 
supervision disseminated by September 
2016 

Delivered. Consultants assessed compliance of 
existing practices with relevant core principles 
and standards and identifies gaps 
 
 
Delivered. Consultants assisted in drafting and 
reviewing regulations 
 
 
Delivered. Consultants prepared guidelines for 
reinsurance and its cross-border supervision. In 
addition, consultants assisted in establishment 
of protocols to cooperate with other insurance 
supervisors and exchange information. 
 

3.NBK staff 
capacity to 
regulate and 
supervise the 
insurance 
subsector 
improved 

At least 80% of NBK staff assigned to 
insurance supervision trained by October 
2016 (baseline: 0) 
 
 
 
 
 
 
80% of participants deemed training and 
knowledge products to be useful by October 
2016 (baseline: 0) 

Delivered. 100% of active NBK staff assigned to 
insurance supervision were trained. The 
trainings to NBK staff covered the following 
topics: review of Solvency 1 and Solvency 2, 
economic capital and stress test, principles of 
technical provision for general insurance and life 
insurance, required capital for default risk, 
market risk, risk to life insurance, etc. 
 
Partly Achieved. Post training survey conducted 
among participants of the trainings 
demonstrated relatively high level of satisfaction 
among trainees:  
 

  • 35% of the participants advised that 
trainings delivered fully met their 
expectations. 47% of participants reported 
on trainings meeting their expectations to 
some extent. 18% of the participants 
considered trainings as not meeting their 
expectations. 

• as per 83% of participants, training helped 
them to understand the subject to full 
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Output name 

Performance targets and indicators with 
baselines 

 
Status as of 31 July 2017 

extent. 17% of participants advised that 
training helped them to understand the 
subject to some extent 

• 59% of participants reported on new 
knowledge acquired during the training 

• 70.5% of participants considered 
necessary to hold similar trainings in the 
future 

• 53% of participants advised on full 
utilization of the knowledge received 
during the training in their regular work 
while 35% of participants advised on the 
partial usage of the knowledge received in 
their daily work. The rest 2% advised on 
zero knowledge of knowledge obtained in 
their daily operations. 
 

4. Actuarial 
database for 
insurance 
product design 
strengthened 

Actuarial assessment of mandatory lines of 
insurance finalized by August 2015 
 
 
Updated mortality table finalized by 
December 2015 
 
 
 
Updated disability table finalized by 
December 2015 
 
At least 80% of actuaries registered with the 
Society of Actuaries of Kazakhstan trained 
by March 2016 

Delivered. Consultants reviewed premiums for 
compulsory insurance lines, assessed 
appropriateness of database and provided 
recommendations 
 
Delivered. The actuarial database for insurance 
produce design was strengthened with updated 
mortality and disability tables.  
 
As above 
 
 
Delivered. Consultants delivered trainings to 
local actuaries. In addition, consultants arranged 
‘Actuarial School’ conference with participation 
of actuaries from all Central Asian countries  
 

NBK = National Bank of the Republic of Kazakhstan 


