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Summary of presentation of ADB Vice- 
President for Finance and Risk 
Management, Thierry de Longuemar 
during the 49th South East Asian 
Central Banks (SEACEN) Governors’ 
Conference, High Level Seminar and 
33rd Meeting of the SEACEN Board of 
Governors at Kathmandu, Nepal last 
21–23 November 2013.

Need for Inclusive Finance

Over the last decade, ensuring reliable 
and affordable financial services to 
every individual, or financial inclusion, 
became an important global policy 
agenda. Access to finance is necessary 

for all members of society. But it is 
particularity important for poor and low 
income populations. 

Emerging Issues on Inclusive Finance for Growth

ADB Vice-President for Finance and Risk 
Management, Thierry de Longuemar 
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In the hands of the right people and 
applied at the right time, knowledge can 
stimulate action and propel development. 
ADB’s Strategy 2020 recognized this 
and underlined “knowledge solutions” as 
a driver of change.

In 2004, ADB launched its first 
corporate framework on knowledge 
management, signalling a step toward 
becoming a knowledge intensive 
institution. This was reviewed in 2008 as 
the Knowledge Management Action 
Plan 2009–2011 in spelling out key 
principles to be followed in various 
knowledge agenda in ADB. In 2013 ADB 
made a big step forward to define key 
actions and their inter-linkages to 
enhance capacity and delivery of 
‘knowledge solutions’ by addressing the 

Change Driver: ADB’s Knowledge Solutions 
challenge of how knowledge can be used 
to drive change.  It consolidated under 
the Office of the Vice-President on 
Knowledge Management and Sustainable 
Development the bank’s three specialized 
knowledge units   and the Office of 
Information Systems and Technology. 
The Knowledge Sharing and Services 
Center, which was established in 2012, is 
to more closely link generators and users 
of knowledge, both within ADB and in its 
developing member countries. 

Today, ADB’s knowledge orientation 
is in a period of transition as it endeavors 
to fulfill what was offered in the new 
Knowledge Management Directions and 
Action Plan 2013–2015—“finance++” 

The Financial Sector 
Development Community of Practice 
(FSD CoP) was established in 2009 to 
promote ADB’s financial sector 
development operations, implement the 
FSD agenda of Strategy 2020, and 
strengthen knowledge sharing in the 
financial sector.

Financial Inclusion Newsletter 
encourages its readers to send article  
contributions based on their experiences 
in the sector.

For inquiries, comments, or 
suggestions on the newsletter, please 
email:  FInclusion@adb.org

Who we are

Change Driver/p2
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Benefits of access to finance are not 
only limited to economic and material 
well-being of individual households, but 
access to finance also has an important 
impact on social development, 
empowerment, and gender equality. 

Financial inclusion has an impact on 
financial institutions as well. Poor and 
low income people, if properly served, 
are often most loyal, reliable, and 
dynamic customers. They can 
significantly expand financial 
institutions’ market base and profitability. 

For the economy at large, enhanced 
access to finance will stimulate economic 
activities and can develop micro, small, 
and medium-sized enterprises. The 
potential for positive social and 
economic impact from expanded 
financial inclusion is immense.  

Status of Inclusive Finance

Over the last decade, there has been a 
growing number of formal financial 
institutions including ones targeting 
poor and low income people. However, 

despite the growth, more than half the 
world’s working-age population does 
not have access to quality, affordable 
formal financial services. Globally, 50% 
of adults do not have access to formal 
regulated financial institutions which 
include banks, credit unions, 
cooperatives, finance companies, 
microfinance institutions (MFIs), or 
post offices. That’s about 2.5 billion 
adults. In Asia and the Pacific countries, 
55 % of adults have accounts at formal 
financial institutions, while in South 
Asia; the figure is only 33 %. 

Barriers for Inclusive Finance

To achieve full financial inclusion, 
institutions in the private, public, and 
social sectors must develop innovative 
models to sustainably deliver affordable, 
high-quality services to the poor and low 
income people at large. But there are still 
widespread barriers in access to finance, 
especially in the areas of access, product, 
regulation, and financial literacy. 

Access is a significant challenge. 
People are financially excluded because 
they live in areas where there are no 
branches or outlets of formal financial 

institutions. The majority of the poor and 
low income people in developing 
countries live in rural areas. Extending 
financial services to rural areas is difficult. 

Product and service development are 
behind the demand and often do not 
meet the needs of the poor and low 
income people. Many poor people do not 
have proper identification documents to 
open accounts. They may not afford to 
travel a distance to go to a bank branch 
because, in addition to travel cost, they 
may have to forgo a day’s wage. 
Maintaining accounts is also costly for the 
poor. All these factors deter the poor to 
access formal financial institutions.

Even if they want to obtain loans, 
poor households’ assets are often 
informal and they may not have proper 
land titles or savings at financial 
institutions that could be used as 
collateral. Most of those people have no 
recorded financial history. Even if they 
can obtain loans, the repayment 
schedule often does not match the 
poor’s income stream.

Limited financial literacy—
knowledge or understanding of financial 
services and products—may serve as a 
barrier for financial inclusion. It is widely 
expected that greater financial 
knowledge would help poor clients 
overcome various financial difficulties 
in case of adverse events. But poor and 
low income groups generally have low 
levels of financial literacy, which will 
deter them from using formal financial 
products, even if they are available.

The sector needs to develop 
appropriate products that are compatible 
with poor and low income groups’ needs, 
affordable and financially viable. There 
is still a gap in understanding the poor’s 
needs and demands. Scaling down or 
reducing the price of existing products 
will not work for the poor. More 
innovative approaches in product design 
and delivery mechanisms are necessary 
to attain full financial inclusion.

Emerging Issues,
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or the superior combination of attractive 
financing, strategic partnerships, and 
high-quality knowledge to maximize and 
accelerate development effectiveness. 

With Asia and the Pacific enjoying 
dynamic economic growth yet harbouring 
pockets of extreme poverty, financial 
sector development is an area where 
ADB can expect to harvest increasingly 
practical and relevant knowledge in the 
coming years.  

The Financial Inclusion Newsletter: 
Financial Services for the Poor, launched 
last year under the Financial Sector 
Development Community of Practice 
(FSD CoP), is one platform for delivering 
such knowledge. This newsletter will 

serve as a medium for financial inclusion 
experts in ADB as well as for external 
audiences to share their views and 
experiences in the sector.

Moreover, the FSD CoP shall be 
unveiling a more comprehensive and user-
friendly knowledge platform webpage for 
the microfinance sector next month.

Thank you.

Ryu Fukui

Head, Knowledge Sharing and Services 
Center (KSSC) and Advisor, Regional 
and Sustainable Development 
Department

(To view the new website, click on this link: 
http://www.adb.org/sectors/f inance/
microfinance)

Change Driver,
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http://www.adb.org/sectors/finance/microfinance
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ADB Initiatives for Inclusive Finance

ADB places financial sector 
development as one of the five core 
strategic areas of interventions to 
support inclusive growth. ADB commits 
in its long-term strategic framework—
Strategy 2020—to strengthen its 
support to the finance sector at the 
regional and national levels by helping 
to develop financial infrastructure, 
institutions, and products and services. 
To promote inclusive growth, it will seek 
to create an enabling environment for 
microfinance, rural finance institutions, 
and small and medium-sized enterprises 
(SMEs), and will explore the use of 
technologies to expand the reach of the 
formal financial system to rural areas.

For microfinance, ADB has 
cumulatively invested in $2 billion for 
24 public sector loan projects; $70 
million for 91 technical assistance (TA) 
and grant projects; and $540 million for 
four nonsovereign operations. For SME, 
ADB has provided in total $840 million 
public sector loans for 18 projects; $9.5 
million for 19 TA and grant projects; and 
$607 million for 53 nonsovereign 
operations. Along with loan and grant 

projects, ADB also emphasizes 
knowledge management and capacity 
development on inclusive finance.

Innovations for Inclusive Finance

Branchless banking is considered to be 
one of the most promising strategies to 
offer financial services to unbanked 
populations. Branchless banking is 
successful in reaching unbanked people 
because it involves extensive networks 
of nonbank retail agents. Many of the 
2.5 billion unserved adults may live in 
areas where there are no bank branches 
but they most likely have access to 
grocery stores, gas stations, or post 
offices. Poor people are more familiar 
with those retail outlets than with bank 
branches.

Branchless banking also provides 
poor people access to various services 
from which they were previously 
excluded. With branchless banking, 
poor people’s potential access to 
insurance, savings, and remittance 
services is dramatically increased.

Emerging Issues for Inclusive Finance

Technologies and innovations 
significantly expanded the potential for 

financial inclusion, but the question is 
who is going to pay for it? Providing 
financial services to poor households 
has been and will continue to be 
expensive. The microfinance sector 
reached over 200 million customers, 
but the sector also has been heavily 
subsidized. But it is obvious such 
subsidies are not sufficient to include 
2.5 billion more people in the formal 
financial system. It is also true that 
subsidies often work against financial 
inclusion by undermining financial 
institutions sustainability and 
discouraging the industry’s innovations 
and efficiency improvements. 

The answer to the question is we 
have to make poor people to pay for 
their financial services. In many cases 
the poor are willing to pay for the 
financial services that they value. But to 
make financial services more affordable 
to poor customers, it is meaningful for 
the policy makers and regulators 
continue to subsidize infrastructure 
and outreach. Infrastructure such as 
credit information services or financial 
training institutes will help financial 
institutions to provide cheaper and 
efficient services. Better road networks 

Emerging Issues,
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Government Policy Responses to Ease SME Access 
to Finance in Asia and the Pacific
Shigehiro Shinozaki, Financial Sector Specialist (SME Finance)

Small and medium-sized enterprises 
(SMEs) are the backbone of the national 
economy in any country. The 
development of SME sector has brought 
synergy for inclusive economic growth  
and social welfare enhancement through 
creating jobs and innovation to a country. 
Thus, many countries in Asia and the 
Pacific have attached importance to 
encourage the SME sector through the 
launch of the mid-term or annual SME 
development plans, and regard SMEs as 
a growth entity to achieve a resilient 
national economy. In general, the 
national SME development plan covers 
wide-ranging topics to promote the 

healthy growth of domestic SMEs, e.g., 
encouraging market access, productivity 
enhancement, sound competitive 
environment, formalization of informal 
SMEs, capacity development, 
concessional business regulatory 
environment, technology adaptation to 
innovative SMEs, and so on. Access to 
finance is a critical part of such 
comprehensive national SME policies, 
which are administered and implemented 
by a government’s special unit, a 
specialized SME agency, or line ministries 
responsible for SME promotion, generally 
with strong cooperation from the central 
bank.

Under the policy pillar of access to 
finance, various government and central 
bank support measures have been 
developed at the national level, e.g., public 
credit guarantee schemes in Indonesia 
(Kredit Usaha Rakyat; KUR) and Thailand 
(portfolio guarantee scheme), mandatory 
lending in the Philippines, secured 
transaction reforms to establish collateral 
registries and promote movable asset-
based financing in the Pacific region, 
refinancing schemes by the government 
or central bank in Bangladesh and 
Malaysia, and establishment of a 
centralized credit bureau in Viet Nam. 

 
Findings from Asian Development 

Bank’s (ADB) Asia SME Finance 

Government policy/p4
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Monitor 2013 showed that SMEs 
accounted for more than 90% of 
total enterprises and around 70% of 
the national labor force on average 
from 2007 to 2012 in Asia, while the 
pace for absorbing labors was not so 
significant at less than 5% year-on-
year (y-o-y) growth in the same 
period average. The SME 
contribution to national productivity 
remained at around 30%–40% of 
gross domestic product (GDP) or 
manufacturing value added in the 
region during the same period. As a 
whole, policies on SME access to 
finance focus mainly on enhancing 
bankability in Asia and the Pacific. 
Policies on nonbank financing 
avenues and capital market financing 
for high-end SMEs have yet to be 
widely developed in most ADB’s 
developing member countries.

Government policy/p5

Government policy,
from page 3

Scale   5    4    3   2    1

A. SME Landscape
Number Share of SMEs to total  more than 90% 70-90% 60-70% 50-60% less than 50%
 number of enterprises 
Employees  Share of SME employees  more than 90% 70-90% 60-70% 50-60% less than 50%
 to total number of employees

B. Bank Lending
Accessibility SME loans share to total loans more than 50% 40-50% 30-40% 20-30% less than 20%
Lending Growth Annual growth, latest year more than 30% 20-30% 10-20% 0-10% negative

C. Venture and Growth Capital Invested
Venture Capital Relative to 2007 (2007=1) more than 2.5 2.0-2.5 1.5-2.0 1.0-1.5 less than 1.0

D. Policy Responses
Direct lending/refinancing Share of countries with direct lending 90-100% 70-90% 50-70% 30-50% less than 30%
 and refinancing schemes
Public guarantees Share of countries with public credit 90-100% 70-90% 50-70% 30-50% less than 30%
 guarantee scheme(s)
Tax exemption Share of countries with tax incentives  90-100% 70-90% 50-70% 30-50% less than 30%
 schemes for SMEs

Scales to Measure Trends in SME Finance and Policies

ADB = 14 developing member countries of ADB: Bangladesh, Cambodia, People’s Republic of China, India, Indonesia, Kazakhstan, Republic of Korea, Malaysia, 
Papua New Guinea, the Philippines, Solomon Islands, Sri Lanka, Thailand, and Viet Nam.
OECD = 23 Organisation for Economic Co-operation and Development (OECD) countries extracted from the OECD Scoreboard 2013 (except the Republic of Korea and Thailand).
Source: Quotation from the ADB-OECD Study on Enhancing Financial Accessibility for  Small and Medium-sized Enterprises (SMEs): Lessons from Recent 
Crises. ADB. 2014. Manila. Calculated based on data of the ADB Asia SME Finance Monitor 2013 and the OECD Scoreboard 2013.

Venture capital

Government measures to support 
SME bankability, typically public credit 
guarantees, are contributing to solving 
the supply-demand gap in SME lending 
at the national level. However, these 
have yet to sufficiently fill the unmet 
financing demand on SMEs. SME loans 

to total bank loans are still in the 20%–
30% range, with slowdown of lending 
growth in Asia and the Pacific. This 
suggests that SME access to bank credit 
remains low, and there is room to further 
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Microfinance Risk Participation 
and Guarantee Program

The Microfinance Risk Participation 
and Guarantee Program (MRPG) is an 
innovative way that ADB has promoted 
to create a greater financial inclusion 
sector in developing Asia. The MRPG is 
a $190 million regional program that 
promotes the growth and development 
of the microfinance sector in ADB’s 
developing member countries. The 
program achieves this by engaging 
qualified partner financial institutions 
(PFIs) that provide wholesale funding 
to microfinance institutions (MFIs). 

Under the MRPG, ADB partners 
with international and domestic PFIs 
engaged in wholesale lending to MFIs. 
Using either risk participation or 
guarantee structures, ADB assumes up 
to 50% of the default risk arising from 

loans made by PFIs to ADB-approved 
MFIs, thereby increasing lending 
volumes to the microfinance sector. 
(Refer to Figure 1) IFMR Capital and 
Standard Chartered Bank are among the 
PFIs that ADB has successfully engaged.

Since its inception, the MRPG has 
expanded lending to 23 MFIs that have 
provided new local currency loans to 
over 400,000 individuals. 

As of 31 December 2013, the total 
value of new loans disbursed to MFIs 
reached $69.7 million. 97% of new 
borrowers that benefited from the 
MRPG were from rural areas and almost 
all were women. 

Microfinance Risk/p6

expand bank lending to SMEs. In 
addition, the nonbank sector, including 
the venture capital industry and capital 
markets, has yet to successfully develop 
feasible business models of SME 
financing. This would require a more 
flexible policy approach to scaling up 
SME finance in Asia and the Pacific.

Lessons from the recent crises – the 
2008/09 global financial crisis (GFC) 
and the eurozone debt crisis – have 
brought us many implications to 
consider SME access to finance at the 
national and global levels. In the ADB 
area, sour experiences of the 1997/98 
Asian financial crisis and the GFC 
sharply raised Asia’s risk consciousness 
against global economic uncertainty, 
which has motivated many countries to 
consider SME access to finance beyond 
conventional bank credit and to diversify 
their domestic financial systems. In the 
Organisation for Economic Co-
operation and Development (OECD) 
area, the GFC has caused a drastic drop 
in demand for SMEs’ goods and services 
and a serious credit crunch. Accordingly, 
SMEs’ cash flow has been deteriorated, 
forcing them into bankruptcy. Moreover, 
the eurozone debt crisis tightened the 
national fiscal policy in many eurozone 
OECD countries, which limits the 
possibility for government intervention 
to ease SME access to finance.

Basel capital accords, especially 
Basel III, require tighter risk 
management of banks, which has 
raised a debate on the potential 
negative impact on SME lending. Basel 
III is more influential to the banking 
sector in the OECD area than that in 
the ADB area because many ADB’s 
developing member countries have 
yet to decide to introduce it. Having 
said that, bank regulators in the two 
areas need to balance financial 
stability and financial inclusion with 
high level of risk consciousness against 
unexpected events like a financial 
crisis, for building a resilient national 
economy.

The GFC has affected both ADB and 
OECD areas, but the impact of the crisis 
is relatively more serious in the OECD 
area. In particular, eurozone countries 
are facing serious unemployment with 
spoiled fiscal conditions pushed by the 
eurozone debt crisis. This will bring 
negative effects to Asian developing 
countries with time gap because of the 
depressed demand from the developed 
countries or the OECD area and the 
deleveraging trend of European banks 
with significant presence in Asia. 

Taking it into consideration, a 
common policy direction between ADB 
and OECD areas is the growth and job 
creation. To this end, new policy 
approaches are needed toward a resilient 
national economy with sustainable 
growth from a long-term point of view, 
where the SME sector development is a 
key policy focus and finance is a critical 
tool to realize it. Broadening the financing 
modalities for SMEs, with making the 
best use of information and technology, 
is a key action commonly shared between 
ADB and OECD areas, which can be also 
achieved by well-organized public-
private initiatives.

Given the lack of a single solution for 
financing SMEs, national policy makers 
are required to develop comprehensive 
policy frameworks for promoting 
innovative and diversified financing 
models that better serve the financing 
needs of SMEs in various business 
stages. The globalized economy will 
encourage SME internationalization 
further, especially in supporting 
industries, which may bring a new 
financing demand from SMEs, e.g., local 
currency financing for SMEs that 
operate in overseas markets. In 
particular, SMEs in Southeast Asian 
countries will be exposed to further 
liberalized trade and investment under 
the Association of Southeast Asian 
Nations (ASEAN) Economic 
Community to be established in 2015. 
The policies for expanding SME finance 
should be addressed in a holistic manner 
that goes beyond already established 
ways.

(This article is based on the recent two publications led 

by the author. ADB. 2014. Asia SME Finance Monitor 

2013. Manila; ADB and OECD. 2014. ADB-OECD Study 
on Enhancing Financial Accessibility for SMEs: Lessons 
from Recent Crises. Manila.)
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Furthermore, the MFIs that received 
support from the MRPG recorded an 
overall $311 million growth in loan 
portfolios of MFIs post-ADB assistance, 
thus providing evidence that the MRPG 
creates wide-ranging impact that 
extends well beyond individual 
borrowers to reach and benefit the 
broader microfinance sector.

“The successful implementation of 
the first round of MRPG is the result of 
the far-reaching vision of ADB, and 
IFMR Capital looks forward to work with 

ADB in its new initiatives in other 
emerging asset classes in India such as 
affordable housing finance”, Dr. Kshama 
Fernandes, CEO of IFMR Capital said.

The MRPG is an example that 
showcases ADB’s continued success in 
promoting financial inclusion. Through 
MRPG, ADB has expanded access to 
finance to the underserved population at 
the bottom of the pyramid and creates large 
scale, sustainable impact in the microfinance 
sector across the Asia and Pacific region.

(Contributed by Hasib Ahmed, Principal Investment 

Specialist)

Emerging Issues,
from page 3

or telecom infrastructure certainly help 
financial institutions to reach poor and 
low income people.

Policy makers and regulators are 
increasingly facing a common issue—
how to create a regulatory environment 
which encourages innovations to scale 
up branchless banking, while at the 

same time ensuring the sector’s stability 
and security. 

Branchless banking has potential to 
serve unreached customers with the 
involvement of a wide range of nonbank 
retail agents. But this involvement of 
nonbank agents poses a new challenge 
in Anti Money Laundering (AML)/

Emerging Issues/p7Source: Contributor

Figure 1. Structure of Microfinance Risk Participation and Guarantee Program

Source: Contributor
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setting, consumers, especially poor 
ones, may find it difficult to complain if 
they face fraud or misconduct. Providing 
adequate consumer protection for a 
large number of clients with limited 
financial literacy will be a challenge. 
Policy makers’ and regulators’ 
continuous effort in providing 
meaningful protection for branchless 
banking customers will be encouraged. 

Way Forward

Over the years, many organizations and 
individuals made dedicated efforts for 
financial inclusion, and their 
achievements are impressive and 
encouraging. I believe with right 
regulations and policies, we can create 
an environment that can fulfill our goal 
of financial inclusion. Lastly, I would like 
to reiterate three important 
fundamentals for inclusive finance: 

First: Development of regulatory 
frameworks. Regulations shall be 
framed to promote innovations, but at 

the same time ensure appropriate risk 
management and consumer protection.

 
Second: Innovative approaches in 

financial education and capacity 
development. Financial education shall 
include information dissemination on 
financial innovations such as branchless 
banking, e-money, and remittances. 

Lastly, policy implementation of 
consumer protection. Measurers can 
include new models of information 
sharing, access and analytics of data, 
credit information systems around new 
technologies, to prevent over-ineptness 
and client exploitation. 

I strongly believe that concerted 
efforts among policy makers, regulators, 
and financial sectors will overcome the 
barriers for financial inclusion and 
contribute to improve the economic 
lives of millions of unserved people. 

(This summary was submitted by Mayumi Ozaki, 

Financial Sector Specialist)

Background

Since 2000 when the Asian 
Development Bank (ADB) issued its 
Microfinance Development Strategy 
(MDS), the microfinance industry has 
been rapidly evolving, becoming more 
commercialized at a time when financial 
inclusion is a crucial goal of 
development. At the same time, 
development policy makers, aid donors, 
microfinance practitioners, and 
researchers continue to debate on the 
role of microfinance in economic 
development and poverty reduction. 
Particularly, the interest is focused on 
whether transforming microfinance 
nongovernment organizations into 
regulated, commercial microfinance 
institutions (MFIs) has improved access 
to finance for the poor—or, on the 
contrary, has caused MFIs to deviate 
from serving the poor, and whether 

ADB’s Microfinance Strategy: Sector Performance and Client Welfare
Binh Nguyen, Senior Evaluation Specialist

microfinance really improves the welfare 
of clients. In this context, in 2012 the 
Independent Evaluation Department 
conducted a special evaluation study of 
ADB’s microfinance support approved 
under the MDS.1

The Evaluation

The evaluation had two objectives: 
assess the performance of the Asian 
Development Bank’s (ADB) 
microfinance program, and build 
knowledge on the effectiveness of 
microfinance in poverty reduction 
based on ADB’s operational experiences. 
The study was based on ADB’s 
microfinance portfolio of 78 loans, 
grants, technical assistance (TA) 
operations, and private sector 
investments totaling $2.5 billion 

  1  IED: 2012. Microfinance Development Strategy 2000: 
Sector Performance and Client Welfare. Manila: ADB.

provided to 21 countries during 2000–
2010. The evaluation assessed the 
portfolio’s relevance, responsiveness, 
and results. In addition to country 
studies for Cambodia, Pakistan, Papua 
New Guinea, the Philippines, 
Uzbekistan, and Viet Nam, the study 
conducted impact evaluations on the 
Microfinance Sector Development 
Program in Pakistan and the Rural 
Enterprise Finance Project in Viet Nam. 
The impact evaluations assessed the 
degree to which these programs 
improved the welfare of clients. 

Key Findings

Overall Portfolio Assessment. ADB’s 
microfinance operations were rated 
relevant and responsive but less than 
effective in achieving results. Of the 

ADB’s Microfinance Strategy/p8

Combating the Financing of Terrorism 
(CFT). Also, applying the regular 
Consumer Due Diligence (CDD)/ Know 
Your Clients (KYC) norms to low value 
clients is costly and can potentially 
prohibit the expansion of branchless 
banking. 

A key for branchless banking friendly 
regulations will be a proportionate 
policy. A proportionate policy means to 
formulate and enforce regulations in a 
way to achieve an optimal result in 
financial inclusion by maintaining a 
balance between appropriate AML/
CFT risks control and space and 
flexibility for innovations for the 
industry to grow. 

Branchless banking involves 
multiple organizations such as banks, 
mobile technology providers, and 
agents. This involvement of multiple 
organizations will potentially increase 
risks for consumers. In such a complex 

Emerging Issues,
from page 6
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 Overall Portfolio Scores 
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Relevance Responsiveness Results

Overall Program & Sector Development
Project Loan & Private Sector Project with Microfinance Component
 Grant & TA

 Source: Independent Evaluation Department calculation based on Asian 
Development Bank project database. 

four financing instruments, program and 
sector development loans scored the 
highest in all three criteria, followed by 
grants and TAs and then project loans. The 
projects with microfinance components 
scored lowest in all three criteria.  

ADB’s support was concentrated on 
addressing policy environment issues 
and supply side constraints to building 
sustainable financial systems. It was 
less focused on developing the 
institutional and market infrastructure 
and on demand-side issues to make 
microfinance more inclusive and 
effective for the poor. 

Creating policy environment for 
microfinance. Of the total $2.5 billion, 
about $1.9 billion was used to support 
an enabling environment and policy 
reforms in the recipient countries. 
Overall, ADB’s support worked most 
effectively in countries where the 
government is committed to reforms 
and institutions, policies and operating 
frameworks have been allowed to 
flourish. Of the 21 countries supported, 
efforts were effective in Cambodia, 
Pakistan, the Philippines, and Tajikistan, 
where they contributed to notable 
improvements in the policy, legal, 
regulatory, and supervisory frameworks.

Building viable microfinance 
institutions. The institutional strength 
and service capacity of MFIs was 
significantly strengthened in Cambodia, 
the Philippines, and Tajikistan, where 
ADB’s assistance addressed key 
constraints to their service expansion 
with appropriate choices of financing 
instruments. In other countries, MFI 
service capacity and institutional strength 
generally were not realized or remained 
limited at project or program completion. 

Promotion of pro-poor innovations 
and financial technology. ADB’s support 
for this area was very limited. Client 
surveyed in the six case countries said 
they had regular access to credit, but far 
less access to other financial services 

such as savings, money transfer, and 
microinsurance, etc.

 
Developing financial infrastructure and 

social intermediation. Few interventions in 
ADB’s microfinance portfolio were aimed 
at developing financial infrastructure, such 
as credit information, training facilities, 
MFI performance standards, and wholesale 
mechanisms, to support sound retail 
business models for the underserved. As 
for social intermediation, ADB’s 
microfinance support was concentrated 
mostly on building sustainable financial 
systems and less on developing capacity 
for the poor to access and use financial 
services. Project designs focused on 
financial performance, but little attention 
was paid on social performance of 
microfinance operations. 

Outreach to the poor. The penetration 
of microfinance among the poor remains 
low. As of end 2010, average penetration 
among the 21 countries with ADB support 
was 19% of the population living below 
the poverty level of $1.25 per day. Surveys 
in the six case countries showed that 
fewer than 9% of microfinance clients 
lived below $1.25 per day and fewer than 
22% lived below $2 per day.

Client welfare impacts. 

Findings from the impact evaluations 
for the Pakistan and Viet Nam programs 

point to an apparent tradeoff between 
targeting and effectiveness of 
microfinance. Smaller loans were better 
at targeting the poor, but less effective 
than larger loans in producing welfare 
benefits. Overall, the estimated 
household welfare impacts were 
relatively more positive under the Viet 
Nam program, where clients were 
typically not poor and they borrowed 
more with larger loans compared with 
their Pakistan counterparts. In the Viet 
Nam program, the average loan was 
$1,972 and 1.3% of the borrowers lived 
below the national poverty line. The 
respective figures for the Pakistan 
program were $195 and nearly 15%. 

Key Recommendations

The evaluation recommends that ADB’s 
microfinance operations strengthen 
efforts toward financial inclusion, with 
an increased focus on demand-side 
interventions. Specifically:  

1. Target poor and low-income 
households using deliberate and innovative 
approaches and closely monitor the 
poverty and income levels of clients. 

2. Focus on client needs and demand to 
make microfinance more beneficial for users.

Source: Asian Development Bank, IED. Microfinance Development Strategy 2000: Sector Performance and Client Welfare. 
2012. Manila.

ADB’s Microfinance Strategy,
from page 7
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3. When the policy environment is in 
place, support market infrastructure 
development to ensure a strong and 
sustainable expansion of microfinance 
operations.

4. Refine the ADB’s microfinance 
strategy, to support (i) financial 
infrastructure for microfinance (training 
facilities, credit reporting systems, rating 
agencies); (ii) new products and delivery 
mechanisms to increase the use of 
financial technologies (e.g., mobile 
banking, agent networks, smart cards); 
(iii) responsible financial practices of 
service providers and consumer 
protection; and (iv) regular monitoring of 
supply- and demand-side data for 
improved data-based policy making.

Feedback

The evaluation was discussed at the 
ADB Board’s Development Effectiveness 
Committee (DEC) in October 2012. The 
DEC noted with satisfaction that ADB 
had a microfinance portfolio of $2.8 
billion during 2000–2010. The 
interventions have achieved reasonably 

good results in addressing regulatory and 
policy constraints in many countries. 
However, the evaluation showed that the 
results have been less effective in market 
and institutional development, 
sustainability of microfinance operations, 
and outreach to the poor. DEC members 
noted that interventions need to be 
sharpened with greater focus on clients, 
the use of financial innovations, and 
technology-based solutions to achieve 
desired outcomes.

ADB Management welcomed the well-
structured and comprehensive evaluation 

of the ADB Microfinance Development 
Strategy. Management appreciated the 
appropriateness of the timing of the study 
given the portfolio that provides for a robust 
analysis of the implementation of the 
strategy. Management supported the 
general thrust of the study’s 
recommendations. More details of 
Management response, proposed actions, 
and status of implementation as of end 
2013 are available in the Management 
Action Record System in the ADB’s 
Evaluation Information System.  

The evaluation has been presented 
in the closing workshop of JFPR 9140-
VIE in Viet Nam in September 2012, at 
a microfinance seminar in the College 
of Public Affairs and Development, 
University of the Philippines at Los 
Baños in February 2013, at the 
Microcredit Summit 2013 in Manila in 
October 2013, and at the CGAP 
learning event in Paris in January 2014. 

Source: Asian Development Bank, IED. Microfinance Development Strategy 2000: Sector Performance and Client Welfare. 
2012. Manila.
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Source: Asian Development Bank, IED. Microfinance 
Development Strategy 2000: Sector Performance and Client 
Welfare. 2012. Manila.

Title of event:  Launch Seminar of 
ADB Asia SME Finance Monitor 2013 
and ADB–OECD Study on Enhancing 
Financial Accessibility for SMEs  

When: 4 April 2014

Where: PRC Resident Mission, Beijing, 
People’s Republic of China

About the event: The Office of 
Regional Economic Integration  

 Past Events
published two books on SME finance 
recently; the Asia SME Finance Monitor 
and the joint study report with the 
OECD. The former reviews various 
country aspects of SME finance 
covering the banking sector, nonbank 
sector, and capital markets, aiming to 
support evidence-based policy making 
on SME finance in Asia and the Pacific. 
The latter takes a comparative look at 

Financial Inclusion Knowledge Events/p10

19.0

8.6

21.9

Products and Services Percent Share

Credit 100

Savings 54.8
Domestic money transfer 41.1

Microinsurance 39.5

Mutual benefit fund 36.2

Remittance service 21.7

http://www.adb.org/publications/asia-sme-finance-monitor-2013
http://www.adb.org/publications/adb-oecd-study-enhancing-financial-accessibility-smes-lessons-recent-crises
http://www.adb.org/publications/adb-oecd-study-enhancing-financial-accessibility-smes-lessons-recent-crises
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Photo taken during one of the study discussions held at the Conference on Financial Inclusion, Regulation 
and Education
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ADB and OECD experiences of SME 
finance, aiming to identify promising 
policy solutions for creating an SME 
base that is resilient to crisis, from a 
viewpoint of access to finance. Both 
books addressed that poor access to 
finance limits the ability of SMEs to 
survive and grow and that limitations of 
bank lending require diversified SME 
financing models.

Title of event: Financial Inclusion, 
Regulation and Education

When: 23 April 2014

Where: ADBI, Tokyo, Japan

About the event: The aim of the 
conference was to examine the 
experiences of financial inclusion, 
financial regulation, and financial 
education in developed and emerging 
Asian economies and to identify best 
practices and policy recommendations.

The goal was to produce papers for a 
special journal issue on the subject of 
Financial Inclusion, Regulation and 
Education.

Title of event: Regional Seminar on 
Regulation and Supervision of Electronic 
Banking

When: 18–22 August 2014

Where: The Oakwood Hotel, Manila

About the event: The seminar will 
examine the use of emerging 
technologies in financial services and 
will address two main components (i) 
an appropriate regulatory framework 
(ii) a risk management framework and 
risk assessment structure for examiners 
to consider.  Various emerging 
technologies will be used as examples to 
identify exposures and risks. At one end, 
it will consider the impact on risk of the 

Financial Inclusion Knowledge Events,
from page 9

use of mobile devices, social media 
applications, cloud computing and 
virtualization and at the other end it will 
look at bank’s IT architecture, firewalls 
and controls.  Moreover,  on the topic of 
mobile banking delivery channels such 
as POS, ATM and mobile require strong 
systems for integration and 
reconciliation and supervisors need to 
understand the risks associated with 
these channels and ensure that the 
institutions have all the necessary 
controls in those areas. Part of the 
seminar coverage is the topic of security 
threats and business continuity 
planning.

Title of event: Innovative Financial 
Inclusion Solutions for the Real 
Economy

When: 25–26 September 2014

Where: Auditorium zones A–B, ADB 
Headquarters, Manila

About the event: This two-day 
seminar will showcase the innovative 
solutions in the financial inclusion 
sector in our developing member 
countries.  This event will also show 
what ADB has worked on in terms of 
providing financial access to the poor 
and small and medium-sized 
enterprises, and what can still be 

done in the future.  Participating ADB 
staff and DMC policy makers will 
learn new approaches to provide 
better financial access to the poor 
such as crowd funding, and 
understand other non-loan financial 
products that can be made available 
to the poor like micro insurance, 
micro pensions, micro leasing and 
micro housing.  It will also provide 
avenue for participants to discuss the 
opportunities and challenges faced by 
other institutions, and how they 
resolve them. 
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Disclaimer: This quarterly publication aims to provide information and current trends in the financial inclusion sector. Articles 
in this newsletter, however, are the views of the contributors and do not necessarily reflect the views and policies of the Asian 
Development Bank, its Board of Governors, or the governments they represent. Articles may be copied with proper acknowl-
edgment of the source.
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headquarters; and main events outside of ADB.
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