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Foreword  
 

In the Asia-Pacific Region, microfinance is often seen as an effective instrument 
to help low-income households take advantage of economic opportunities and improve 
living standards. In May 2000, the Asian Development Bank (ADB) approved its 
microfinance development strategy to set out a strategic framework and broad 
guidance for its microfinance operations. Since then, ADB has provided $2.8 billion to 
support microfinance activities in 21 developing member countries (DMCs). 

 
This special evaluation study shows that ADB’s support has been relevant and 

responsive to the sector development needs of the DMCs. Overall, ADB support 
performed reasonably well at the macro level in easing regulatory and policy 
constraints. However, the results have been less than effective in market and 
institutional development, sustainability of microfinance operations, and outreach to 
the poor. The study shows that improvements in the policy environment and 
commercialization of microfinance did not necessarily result in greater outreach to the 
poor. Sector effectiveness depended on government commitment to reforms, 
absorptive capacity of institutions, and the country’s policy framework. The average 
penetration among the countries with ADB support remained low at nearly 20% of the 
population as of end 2011. 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. 
    

The impact evaluations of microfinance programs in Pakistan and Viet Nam 
found direct credit effects on household incomes and employment in household 
enterprises, but no effects on labor force participation in the formal sector and on 
household risk-coping, children’s education, and health. The positive spillover effects 
found on nonclient households in areas served by the programs provide a justification 
for public intervention in microfinance.  
 

The study’s findings suggest that microfinance interventions need to be more 
client-focused. Projects could benefit from recent innovative approaches and financial 
technologies to include disadvantaged and vulnerable groups. The study calls for 
increased demand-side analysis and support as well as work on market infrastructure, 
business models, product and service development and delivery, and consumer 
protection to make ADB’s interventions in the microfinance sector more inclusive and 
effective.  
 

 
 
Vinod Thomas 
Director General 
Independent Evaluation Department 

 
  



 

 
 



 
 

Executive Summary 
 

In the Asia-Pacific Region microfinance has been widely seen as one avenue to 
promote economic development and poverty reduction through the provision of 
working capital and job opportunities for the poor. In May 2000, the Asian 
Development Bank (ADB) approved its microfinance development strategy (MDS) to 
provide a strategic framework and broad guidance for its support in the microfinance 
sector. The MDS’s overall goal was to ensure permanent access to institutional financial 
services for a majority of poor and low-income households and their microenterprises. 
The MDS defined microfinance as “the provision of a broad range of financial services 
such as deposits, loans, payment services, money transfers, and insurance to poor and 
low-income households and their microenterprises.” The MDS aimed to support the 
development of sustainable microfinance systems with a focus on five strategic areas: (i) 
creating a policy environment conducive to microfinance, (ii) developing financial 
infrastructure, (iii) building viable institutions, (iv) supporting pro-poor innovations, and 
(v) supporting social intermediation. 

 
Despite the popularity of microfinance in recent years, the gap in access and 

use of financial services for the poor remains a great challenge to governments and 
development agencies. The working poor who live on less than $2 a day comprise more 
than 60% of the total labor force in developing countries. They represent a key market 
segment for financial inclusion. As the microfinance industry evolves, and against the 
backdrop of the broader discussion on financial inclusion that is emerging on the 
international development agenda, there are ongoing public debates about the role of 
microfinance in economic development and poverty reduction. The first debate is 
whether the integration of microfinance into the formal financial system through 
transformation of a growing number of nongovernment organizations into regulated 
and 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. The second 
debate concerns whether microfinance really improves clients’ welfare. Findings on 
microfinance welfare impacts had been generally positive but now include more 
skeptical views, as impact evaluation methodology and the quality of data used for 
analysis have improved. Overall, the literature remains largely inconclusive. These issues 
on reaching the poor and welfare impact of microfinance require further careful studies 
to improve the effectiveness of future public interventions in microfinance. The study 
focuses on these two aspects. 

 

Evaluation Approach 
 
The objectives of this special evaluation study (SES) were twofold. First, the SES 

aimed to assess the performance of ADB’s support in developing sustainable and 
inclusive microfinance systems in its developing member countries (DMCs), and on that 
basis, to provide recommendations for ADB’s future interventions in microfinance. 
Second, and more broadly, the SES aimed to build knowledge based on ADB’s own 
operational experiences in the sector to contribute to the ongoing public discussion on 
the effectiveness of microfinance in poverty reduction. 
 

ADB’s support for microfinance was assessed using the portfolio approved 
during the 2000–2010 study period. This included 78 projects (excluding 10 regional 



x Microfinance Development Strategy 2000: Sector Performance and Client Welfare 
 

activities) for a total of $2.5 billion in 21 countries, financed through loans, grants, 
technical assistance (TA), and private sector investments. The evaluation comprised a 
portfolio assessment in terms of the relevance, responsiveness, and results based on 
relevant project documents; interviews and surveys of beneficiaries and microfinance-
related staff in DMCs and ADB; and an in-depth assessment of ADB’s microfinance 
programs in six case countries, i.e., Cambodia, Pakistan, Papua New Guinea, Philippines, 
Uzbekistan, and Viet Nam. Together these countries comprise 33% of the ADB’s 
microfinance portfolio provided during the study period. They cover operational 
regions, financing modalities used in microfinance, stages of development of the sector, 
and different extents of government and private sector participation.  

 
Two impact evaluations were conducted on completed projects to assess the 

degree to which ADB’s microfinance programs improved the well-being of beneficiaries. 
The projects were the Microfinance Sector Development Program in Pakistan and the 
Rural Enterprise Finance Project in Viet Nam. Client welfare impacts were estimated via 
control function regressions, based on survey data of 2,000 client and nonclient 
households under each project.  

 
Key Findings 
 

1. Portfolio Assessment  
 
ADB’s microfinance operations approved during the 2000–2010 study period 

were relevant and responsive in project design and formulation. However, they were 
less than effective in achieving results. The low score for results was due mainly to the 
weak development of support institutions and infrastructure, less than effective 
support in achieving institutional sustainability, and limited outreach to the poor. ADB’s 
support was focused mostly on addressing macro-level issues on the supply side and 
much less at institutional development and micro-level issues on the demand side. 
These include issues associated with market infrastructure, microfinance 
commercialization, consumer protection, financial literacy of borrowers, social 
performance of microfinance providers, and innovative products and technology for 
financial inclusion. 

 
Of the financing modalities used, program and sector development loans 

scored highest overall on account of the improvements in the overall sector 
environment and in easing the constraints to the expansion of financial services. Project 
loans with microfinance components scored poorly in all indicators. This shows the 
limits of credit lines when used as an input or tool in a package of interventions in 
nonfinancial multisectoral projects to address complex development problems. Likewise, 
providing onlending funds without adequate institutional preparation and an 
appropriate enabling environment did not produce effective results.  

 
2. Sector Performance 
 
The MDS provided overall guidance to ADB staff and departments involved in 

microfinance operations. It was reasonably well thought out when it was formulated. It 
spelled out the core principles on sound microfinance and defined the strategic 
directions for ADB’s microfinance interventions in DMCs in line with sector 
developments at the time. However, microfinance grew rapidly in the past decade and 
has become more commercialized. The MDS needs refinement to account for these 
recent developments, and opportunities to make microfinance more inclusive and 
effective for the majority of poor and low-income households.  
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On the five areas of MDS’s strategic focus, the performance depended on the 

country’s context as well as on project preparation, its scope, and client focus.  
 
Creating policy environment for microfinance. Of the 21 countries with ADB 

support during 2000–2010, ADB’s efforts were effective in Cambodia, Pakistan, 
Philippines, and Tajikistan, where notable improvements in the policy, legal, regulatory, 
and supervisory frameworks were achieved. In other countries, ADB’s support was less 
than effective in improving the policy environment. This was due mainly to three 
reasons: (i) the intended policy frameworks were not fully realized at project 
completion; (ii) projects had limited scope in improving the overall sector environment, 
and therefore key sector constraints were not fully addressed; and/or (iii) projects had 
no specific focus on developing the overall environment.  
 

Policy support for the integration of microfinance in the formal financial system 
had mixed results. Aggregate data indicate that there is no significant difference in 
sector performance between countries with ADB projects supporting policy and 
regulatory reforms and those that were not supported with policy reform projects. The 
extent to which support for microfinance integration resulted in better sector 
performance varied, depending on the country context. In countries where the 
government is committed to reforms, and where institutions, policies, and operating 
framework have been allowed to flourish, expansion and growth of the microfinance 
sector were more likely. This underscores the importance of government and 
stakeholders’ buy-in and commitment to the program, and of having a clear 
understanding of the sector in project designs. Countries that had integrated 
microfinance into the financial sector had more licensed or formal institutions 
operating in the market, providing more diverse products and services to clients. This 
suggests good prospects for expansion and growth of the sector, sustainability, and 
greater potential for financial inclusion of poor households. 

 
Building viable institutions. Growth in outreach and sustainability provides 

evidence that MFI capacity was strengthened in Cambodia, Philippines, and Tajikistan. 
In these three countries, the interventions addressed key constraints to sector growth 
with appropriate choices of financing instruments to ease the expansion of 
microfinance services. However, improvements in service capacity and institutional 
strength generally were not realized in other countries, where most MFIs were not 
financially sustainable at project or program completion. Assessments in project 
designs on how to effectively address constraints to the development of institutions 
were inadequate. Project designs often did not adequately account for factors that 
influence financial sustainability such as local market conditions, capital structure of the 
MFIs, and market segment served; and they did not set time horizons for achieving 
sustainability. 
 

Promotion of pro-poor innovations and financial technology. ADB’s support for 
this area was very limited and mainly through TA. Support to Cambodia, Philippines, 
and Sri Lanka laid the groundwork for the expansion of savings and microinsurance 
products and services through the development of appropriate regulatory frameworks 
and support for product development. The survey in the six case countries showed that 
sample client respondents had regular access to credit but had limited access to other 
services such as deposit services, money transfer, remittance, and microinsurance.  
 

Developing financial infrastructure and social intermediation. ADB’s support for 
this area lagged behind the other three areas of MDS strategic focus. There has been 
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little support for developing information infrastructure, for training facilities and 
adoption of performance standards for MFIs, and for wholesale or second-tier (apex 
institutions) mechanisms. As regards social intermediation, ADB’s support was 
concentrated mostly on building sustainable financial systems and less on developing 
capacity for the poor to access and use financial services. By and large, microfinance 
has become an industry and is operating on a market basis in many countries, but little 
attention has been given to financial literacy of the poor, consumer protection, and 
accountability to customers. Project designs were weak in balancing social and financial 
returns for microfinance. Greater client focus was needed in ADB’s interventions.  
 

3. Effectiveness of Microfinance in Poverty Reduction  
 
Outreach to the poor. The scale and outreach of MFIs grew steadily over the 

past decade, but outreach, particularly to the poor (depth of outreach), remained 
limited. Improvements in the policy environment and commercialization of 
microfinance have not resulted in greater and deeper outreach to the poor. The 
average penetration among countries with ADB support remained low at almost 20% 
at end 2011. Further, there is no clear evidence that ADB’s interventions reached the 
majority of households living below the national poverty lines. The client 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. The impact evaluations found limited outreach to the 
poor and limited effectiveness of ADB’s microfinance support. Fewer than 15% of 
clients under the Pakistan program and fewer than 1.5% of clients under the Viet Nam 
program lived below the national poverty lines. The estimation yielded some evidence 
of positive effects on household income and employment in household enterprises, but 
no direct impacts on household labor force participation in the formal sector or on 
other higher-order household welfare outcomes related to risk-coping behavior, 
children’s education, and household health compared with a counterfactual of no 
intervention. On the other hand, the study found some evidence of spillover effects of 
microfinance on nonclient households in areas served by the ADB programs in terms of 
outcomes directly related to the loan purposes, such as household enterprise 
employment. Overall, the estimated client welfare impacts were relatively more positive 
under the Viet Nam program, where client households were typically not poor and they 
borrowed more and much larger loans compared with their Pakistani counterparts. This 
finding points to the potential tradeoff between project targeting and effectiveness. In 
these two cases, smaller loans did better in targeting poor and low-income households. 
However, they were less effective in producing welfare outcomes for the borrowers 
than larger loans.   
 

Recommendations 
 

The following recommendations were drawn from the findings of this SES. 
They aim to make ADB’s future support for microfinance more inclusive and effective 
for the poor.  

 
Overall, the findings of this SES call for more focus on sector effectiveness and 

on staff efforts to put priority on results. ADB has been doing relatively more on the 
policy environment and addressing supply-side constraints. Moving forward, ADB’s 
efforts should focus on financial inclusion with increased analysis and support on the 
demand side and work on market infrastructure, business models, delivery mechanisms 
and products, responsible finance and consumer focus, and data and monitoring. In 
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particular, the recommendations focus on measures to (i) increase the outreach to poor 
and low-income clients of microfinance, (ii) make microfinance more beneficial for the 
users of financial services, and (iii) ensure a strong and sustainable expansion of 
microfinance operations. Finally, the SES provides recommendations on areas for 
refinement of the MDS to reflect recent sector developments.  

 
(i) Extend Accessibility: Target poor and low-income households using (a) 

deliberate and innovative approaches and (b) close monitoring of 
beneficiaries’ poverty levels and the empowerment of women. Project 
designs need to clearly identify the poor, the barriers to their 
participation, and the mechanisms to remove these barriers to ensure 
their participation. ADB operations need to explore deliberate and 
innovative approaches to deepen outreach to the poor. For example, to 
reach the ultra poor, the Bangladesh Rural Advancement Committee 
combines access to financial services with a variety of nonfinancial 
services and safety net programs such as livelihood training, food aid, 
guarantees, and other development inputs. Over time, participants 
move out of extreme poverty into sustainable livelihoods and become 
creditworthy for commercial MFIs. Another innovative approach is the 
use of government-to-person payments to increase poor people’s 
access to and use of financial services through basic banking. In recent 
years, technology has changed, and the use of technology-based 
solutions offers tremendous opportunities for advancing financial 
inclusion. ADB needs to take this into account to support the 
development of more innovative products and services to reach poor 
and low-income households. To improve monitoring, standardized 
sector financial and social performance indicators need to be adopted 
for mandatory reporting on all microfinance projects. As regards 
women’s empowerment, projects need to have gender-inclusive design 
features and should be explicit on the gender equality and 
empowerment issues facing the microfinance sector. 

 
(ii) Demand-side Orientation: Focus on client needs and demand to make 

microfinance more beneficial for the borrowers. ADB’s support has 
been concentrated largely on addressing supply-side constraints and 
less on demand-side issues, particularly in developing the capacity of 
poor and low-income households to access and use financial services. 
With the commercialization of microfinance, advancements in 
technology and concerns about indebtedness, more attention should 
be given to protecting clients from harmful practices and unfair 
treatment, and to strengthen their capacity to access and use financial 
services. Greater focus on clients is needed, particularly in financial 
literacy, consumer protection, and improving their access to financial 
services through safe and sound approaches. Support is also provided 
for the use of modern technology in advancing financial inclusion. 

 
(iii) Strengthen Institutions: When the policy environment is in place, 

support market infrastructure development to ensure a strong and 
sustainable expansion of microfinance operations. Of the $2.8 billion 
portfolio approved during 2000–2010, $1.9 billion was used to support 
creating an enabling policy environment for microfinance. Support for 
institutional development and financial market infrastructure lagged. 
Financial market infrastructure development remains even more 
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relevant in view of the need to deepen and broaden financial services 
for the poor. Support for this area of the financial system could include 
developing information infrastructure that promotes transparency in 
transactions (e.g., truth in lending) and institutional performance, 
development of payment systems, support to networks, training and 
TA providers, use of social performance ratings, and building an 
appropriate financial market for microfinance wholesales and private 
sector participation that would provide sustainable funding sources for 
MFIs. 

 
(iv) Strategic Direction: Refine the microfinance development strategy to 

reflect recent sector developments. The MDS was reasonably well 
thought out at the time it was formulated and its five areas of strategic 
focus remain relevant. However, the MDS needs to be aligned with the 
direction of ADB’s Financial Sector Operation Plan 2011 and to account 
for recent developments and opportunities. Through refinements to the 
MDS, ADB’s support should focus on sector effectiveness and embrace 
staff efforts to put priority on results. ADB has been doing relatively 
more on the policy environment and addressing supply-side 
constraints. Moving forward, ADB needs to strengthen efforts toward 
financial inclusion with increased focus on the demand side. Particular 
areas for MDS refinement include work on: (i) financial infrastructure to 
develop and promote good retail business models for the underserved, 
and to scale up credit reporting systems, including microfinance credit 
reporting; (ii) delivery mechanisms and products to increase the use of 
technologies (e.g., mobile banking, agent networks,  smart cards), 
expand insurance for the poor (microinsurance), promote long-term 
and short-term savings, strengthen micro, small and medium enterprise 
finance via innovations, focus on rural and low-access areas, and 
expand financial inclusion for women clients; (iii) responsible finance to 
strengthen financial practices of service providers and consumer 
protection; and (iv) data and measurement to continue to expand both 
supply- and demand-side data collection, and to improve the use of 
data to inform policy making. 

 



 

CHAPTER 1 

Introduction 
 
 
 
 

A. Microfinance in the Asia-Pacific Region  
 
1. Despite the increasing popularity of microfinance in recent years, the gap in 
access to financial services of poor and low-income households remains a great 
challenge to governments and development agencies.1 About 2.7 billion people or 70% 
of the adult population in developing countries have no access to formal financial 
services such as savings or checking accounts.2 The working poor who live below $2 a 
day comprise more than 60% of the total labor force in emerging markets. They 
represent a key and still largely untapped market segment for financial inclusion.3

 

 There 
is much to learn from the microfinance industry to include poor and low-income 
households, particularly in the delivery of financial services outside the conventional 
banking system. 

2. Early efforts to provide finance to the poor started with massive directed and 
subsidized microcredit programs to rural poor farmers during the 1960s–1970s. As 
most of these programs suffered large losses and required frequent government 
recapitalization, more sustainable approaches to providing finance to the poor were 
sought. Subsequently, new models of microfinance emerged in the 1980s–1990s.4

 
  

3. In the Asia-Pacific region, microfinance institutions (MFIs) quickly took root in 
nongovernment organizations (NGOs) and expanded their services and outreach from a 
few thousand clients in the 1970s to more than 10 million by the late 1990s. However, 
major problems and development constraints remained. The policy environment for 
microfinance in many countries remained unfavorable for sustainable growth in 
microfinance operations. The financial infrastructure was inadequate to support, 
strengthen, and ensure the sustainability of institutions and to promote the 
participation of the private sector. Most retail institutions did not have the capacity to 
expand the scope and outreach of services on a sustainable basis. Only a few MFIs were 
sustainable and had the capacity to reach a larger number of the poor. 
 
4. In the 2000s, a paradigm shift toward financial systems development took 
place to ensure access to finance for the poor. In many countries, central banks 
recognized microfinance services and began to build policy infrastructure to integrate 
microfinance into the national financial system. Consequently, the diversity of service 
providers increased substantially, and many MFIs expanded their product and service 
menus to include new savings products, microinsurance, housing finance, money 
transfers, and mobile banking services. In addition, outreach became broader, with 
many leading MFIs expanding their markets to include microenterprises in addition to 

                                                
1 See para 9 for a definition of microfinance.   
2 Consultative Group to Assist the Poor/World Bank Group. 2009. Financial Access 2009. Washington, DC. 
3 Stein, P., B. Randhawa, and N. Bilandzic. 2011. Toward Univeral Access. Addressing the Global Challenge 

of Financial Inclusion. International Finance Corporation, World Bank Group. Washington, DC. 
4 Meyer, R. L., and G. Nagarajan. 1999. Rural Financial Markets in Asia: Paradigms, Policies and Performance. 

Hong Kong: Oxford University Press. 
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their traditional clients. The most important development in microfinance during this 
period was its formalization and greater focus on commercialization and financial 
sustainability through charging costs to customers.  
 
5. By the late 2000s, modern microfinance had become an industry of significant 
scale. As of 31 December 2010, the Microcredit Summit Campaign revealed that, 
worldwide, 3,652 MFIs had reached 205 million clients, 137 million of whom were 
among the poorest when they took their first loan. However, the financing gap remains 
huge. Estimates of the total working poor with a demand for microfinance services 
range from 600 million to more than 1 billion people. The total amount of funding 
required to meet this demand is estimated at $250 billion to $300 billion.5

 
  

6. In most recent years, financial inclusion has become a key theme in the 
development agenda of global and regional fora, particularly in the Group of Twenty 
Finance Ministers and Central Bank Governors (G20) and also in the Asia-Pacific 
Economic Cooperation. Over the past few years, growth of the sector has meant some 
markets have become more competitive and many industry stakeholders have gradually 
shifted their focus from one that concentrated on microfinance to a broader focus on 
financial inclusion. There has emerged a need for increasing analysis on the demand 
side and work on policies, business models, and client protection. The Consultative 
Group to Assist the Poor (CGAP) has recently adopted the G20 definition of financial 
inclusion as “Access to payments, insurance, credit and savings delivered by formal 
providers conveniently and responsibly at a sustainable price for provider and 
affordable cost to clients.”6 The global initiatives on financial inclusion focus on efforts 
to bring previously excluded and underserved people such as poor households and 
vulnerable groups (e.g., women, minorities) under the umbrella of financial institutions 
and to improve their access to financial services through the safe and sound spread of 
new approaches.7

 
  

7. As the microfinance industry evolves, and against the backdrop of the broader 
discussion on financial inclusion that has been emerging on the development agenda, 
there are also ongoing public debates about the role of microfinance, particularly in 
economic development and poverty reduction. The first debate is whether the 
integration of microfinance into the formal financial system through transformation of 
the growing number of NGOs into regulated and commercial MFIs has improved access 
to finance for the poor or, on the contrary, has caused MFIs to deviate from serving the 
poor. Many studies have found no compelling evidence on mission drift arising from 
MFI transformation and commercialization. However, the Evaluation Cooperation 
Group in 2010 noted that relatively little work has been done to test the mission drift 
hypothesis rigorously, and that even NGO MFIs might not be focusing primarily on the 
very poor anymore.8

                                                
5 Economics and Social Commissions for Asia and the Pacific, Asian Development Bank (ADB), and United 

Nations Development Programme. 2010. Paths to 2015 MDG Priorities in Asia and the Pacific. New York. 
UN Publishing. 

 The second debate concerns whether microfinance really improves 
the well-being of its clients. Early evidence on the positive benefits of microfinance was 
often anecdotal or based on limited case studies. However, as the quality of data 
improves and estimation methods advance, many remain skeptical, and the literature 
on the poverty impacts of microfinance remains largely inconclusive. These issues on 
reaching the poor and on the welfare impact of microfinance require further careful 

6 CGAP. 2012. Phase IV Mid-Term Evaluation Report. Washington, DC.  
7  The G20 Toronto Summit Declaration, June 2010; G20 Principles for Innovative Financial Inclusion. June 

2010.  
8  ADB, Evaluation Cooperation Group (ECG). 2010. Making Microfinance Work: Evidence from Evaluations. 
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learning from past experiences to improve the effectiveness of future interventions in 
the sector.  
 

B.  Microfinance Development Strategy 2000 
 
8. In the Asia-Pacific Region, microfinance is widely recognized as a potent tool 
for economic development and poverty reduction in that it provides financial services 
necessary for low-income and poor households to manage their resources, build assets, 
and improve their living standards. With this view, in 2000, the Asian Development 
Bank (ADB) approved its microfinance development strategy (MDS) to provide a 
strategic framework and broad guidance for its microfinance operations. The MDS was 
developed within ADB’s overarching objective of poverty reduction.9

 
  

9. The MDS defined microfinance as “the provision of a broad range of financial 
services such as deposits, loans, payment services, money transfers, and insurance to 
poor and low-income households and their microenterprises.”10

 

 The overall goal of the 
MDS was to ensure permanent access to institutional financial services for a majority of 
poor and low-income households and their microenterprises. The MDS aimed to 
support the development of sustainable microfinance systems that can provide 
financial services of high quality to the poor on a sustainable basis. To realize this goal, 
the MDS focused on five strategic areas: (i) creating a policy environment conducive to 
microfinance, (ii) developing financial infrastructure, (iii) building viable institutions, (iv) 
supporting pro-poor innovations, and (v) supporting social intermediation. 

10. The MDS recognized the potential of microfinance to bring about significant 
economic and social change in ADB’s developing member countries (DMCs). It noted, 
however, that a huge amount of financial resources was required to provide 
institutional microfinance to more than 95% of the potential clients who were at the 
time not served by microfinance services in the region. In that context the MDS 
concluded that ADB and other agencies could not meet the demand for microfinance 
either individually or as a group. The role envisaged for ADB, therefore, was to catalyze 
the expansion of the supply of microfinance services and strengthen the capacity of 
potential clients to access the services. On the supply side, the strategy focused on 
building financial systems that could grow and provide financial services on a 
sustainable basis to an increasing proportion of the poor, as well as the promotion of 
pro-poor innovations. On the demand side, the strategy supported investments in 
social intermediation to make access to financial services more readily available. The 
strategy emphasized selectivity in application due to the constraints on ADB resources 
for microfinance, the various stages of microfinance development in DMCs, and the 
relative priority of microfinance in the context of ADB’s overall strategy for poverty 
reduction and country operation strategies. 
 
11. To implement the MDS, it was envisaged that ADB would integrate 
microfinance into its operations aimed at poverty reduction, make better use of existing 
financing modalities, enhance the involvement of its private sector operations in 
microfinance, build its internal capacity for microfinance activities, coordinate with 
other agencies involved in microfinance, monitor the progress of microfinance activities, 
and review its microfinance strategy in 2003.11

 
 

                                                
9 ADB. 2000. Finance for the Poor. Microfinance Development Strategy. Manila.  
10  Footnote 9, p. 2. 
11 Footnote 9, p. 33. The review was not conducted. 
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C. Evaluation Approach 
 
12. The objectives of this special evaluation study (SES) were twofold. First, the SES 
aimed to assess the performance of ADB’s support in developing sustainable and 
inclusive microfinance systems in its DMCs, and on that basis, to provide 
recommendations for the improvement of ADB’s future interventions in microfinance. 
Second, and more broadly, the SES aimed to build knowledge based on ADB’s own 
operational experiences in the sector to contribute to the ongoing public discussion on 
the effectiveness of microfinance in poverty reduction.  
 
13. The SES approach comprised an assessment of the microfinance project 
portfolio approved during 2000–2010, interviews and a survey of ADB microfinance-
related staff, an in-depth assessment of ADB’s microfinance programs in six countries, 
and two impact evaluations of client household welfare.  
 
14. The portfolio assessment was based on a desk review of reports and 
recommendation of the President (RRPs), program/project completion reports (PCRs), 
and PCR validation reports (PVRs).12 Of the 88 microfinance loans and grants approved 
during the 2000–2010 study period, the SES assessed 78 projects in a total of $2.5 
billion using a scoring system against three evaluation criteria: (i) relevance, (ii) 
responsiveness, and (iii) results.13

 

 Each evaluation criterion had five indicators to assess 
the quality of the concerned project or program. The individual project scores were 
then aggregated to yield country, regional, and overall portfolio scores. The evaluation 
team also interviewed ADB microfinance-related staff specialists using a semi-
structured questionnaire and surveyed them to solicit ADB staff’s views on and 
assessment of microfinance operations under the MDS.  

15. The six case countries were Cambodia, Pakistan, Papua New Guinea (PNG), 
Philippines, Uzbekistan, and Viet Nam. These countries represent 33% of ADB’s total 
microfinance portfolio during the study period, covering ADB’s operational regions, 
financing modalities used for microfinance operations, stages of development of the 
sector, and extent of government and private sector participation. The assessment of 
these programs entailed country visits by the evaluation team to conduct interviews 
with concerned government agencies, support institutions, and implementing agencies, 
and to visit various microfinance providers including banks, credit and savings unions, 
cooperatives, and MFIs. In addition, in each case country, surveys of 10 representative 
institutional microfinance providers and 100 microfinance clients were conducted to 
assess the performance of microfinance provision, whether ADB projects reached the 
intended market segments, and whether poor and low-income households had access 
to institutional microfinance services.  
 
16. The evaluation team also carried out two impact evaluations on two completed 
projects to provide empirical evidence on the degree to which ADB’s microfinance 
programs had improved the well-being of microfinance clients. The two projects were 
the Microfinance Sector Development Program (MSDP) in Pakistan and the Rural 
Enterprise Finance Project (REFP) in Viet Nam. Client welfare impacts were estimated 
based on sample survey data of about 2,000 client and nonclient households in each 
study country, using control function regressions. In these impact evaluations, the 

                                                
12 PCRs are prepared by concerned operations departments, while PVRs are done by the Independent 

Evaluation Department (IED). 
13 To link ADB’s support with sector performance at the country level, only operations provided to individual 

countries were assessed. Seven regional technical assistance operations and three regional private sector 
operations were not rated. 
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evaluation team was particularly interested in the direct impact of ADB-funded credit 
on clients (i.e., comparing clients and nonclients), additionality (or premium)  of the 
ADB programs (i.e., impacts of borrowing from credit sources with ADB support 
compared with borrowing from other sources), and spillover effects of ADB funds on 
nonclients. 
 
D. Limitations of the Study 
 
17. The total sample of 56 microfinance providers and 606 clients (compared with 
more than 15,000 institutions and 13 million active clients) in the institutional and 
client surveys in the six case countries was rather modest. The discussion on the sector 
performance in the case countries reflects only the performance of the types of 
microfinance providers represented in the sample. In countries such as Cambodia and 
Philippines, where the sector has become competitive and the number of financial 
service providers has grown rapidly, clearly a larger sample would have been more 
desirable. 
 
18. The impact evaluations conducted under this SES were ex-post evaluations 
based on household survey data collected after completion of the programs evaluated. 
Econometric methods were used to control for potential biases due to differences in 
observables among borrowers and nonborrowers. To control for differences in 
unobservables, incoming clients in planned expansion areas were used as comparison 
households for Pakistan. However, in Viet Nam the participating microfinance providers 
did not have planned expansion areas, thus the sample comparisons were drawn from 
neighboring districts most similar to the control districts but with no ADB clients. The 
impact estimates for Viet Nam therefore may have some biases due to unobservables. 
  

E. Structure of the Report 
 
19. The report comprises five chapters. Following this introduction, chapter 2 
provides an assessment of ADB’s microfinance portfolio approved during the 2000–
2010 study period. Chapter 3 discusses the sector performance results along the MDS’ 
five areas of strategic focus and results found in the six case countries. Chapter 4 
presents key findings from the two impact evaluations on the client welfare impacts of 
ADB’s microfinance programs in Pakistan and Viet Nam. At the end of each of chapters 
2, 3, and 4 is a summary of key findings and issues discussed in the chapter. Finally, 
chapter 5 draws out the conclusions, key lessons identified, and recommendations for 
improving the effectiveness of ADB’s future interventions in microfinance.  
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CHAPTER 2 

Portfolio Assessment 
 
 
 
 

A. Description of the Portfolio 
 
20. During 2000–2010, ADB approved microfinance support for a total of $2,792 
million to 21 DMCs through 88 loans, grants, technical assistance (TA) operations, and 
private sector investments. Details of ADB’s microfinance operations are in Appendix 1. 
 
21. Table 1 shows the distribution of the operations by instrument. Program loans 
and sector development loans accounted for almost 67% by amount of total approvals. 
The programs supported by these loans usually involved creating an enabling 
environment and building the capacity of regulatory institutions. Project loans and 
private sector investments came second at about 28% of the portfolio. Projects with 
microfinance components were usually from nonfinance sectors and typically involved a 
package of interventions including nonfinance activities (e.g., community roads) and a 
credit line to improve the quality of life in particular areas, most often rural areas with 
high incidence of poverty. The total allocation for the microfinance components of 
these projects was $81 million or about 2.9% of the total ADB microfinance portfolio. 
And lastly, grants and TA comprised the remaining 2.6% of the portfolio.  
 

Table 1: ADB Microfinance Portfolio, 2000–2010  

Type Number 
Amount 

($ million) Percent 
Program and sector development loans 13 1,864.10 66.77 
Project loans and private sector 

investments 
12 773.80 27.72 

Projects with microfinance components 13 81.30 2.91 
Grants and technical assistance  50 72.70 2.60 

Total 88 2,791.90 100.00 
a The amount listed is the allocation for microfinance components only.  
Source: Asian Development Bank project database. 

 
22. Figure 1 presents the yearly approvals during 2000–2010. In 2000, ADB 
approved a total of $293.5 million for microfinance projects. Thereafter, there was a 
general downward trend in the amount approved, except for sharp increases in 2006 
and 2010. In 2006, the amount approved peaked at $1.4 billion or almost half of the 
total approvals for the 2000–2010 period, due largely to a $1.0 billion program loan 
for India.14

                                                
14 The Rural Cooperative Credit Restructuring and Development Program for India (Loan 2281), approved in 

2006 for $1.0 billion, is a policy-based program loan that aimed to support a sustainable cooperative 
credit structure and to help the Government of India carry out policy and institutional reforms to improve 
rural households’ access to affordable finance. Note that program implementation had just started at the 
time of the evaluation and that in terms of its target institutions (i.e., credit cooperatives specialized for 
financing farming costs such as for purchasing fertilizers) it is different from conventional microfinance 
operations, which target MFIs.. 

  In 2010, the amount approved was $707.7 million, including $500 million 
for two guarantee schemes, one for India and one regionally. Excluding the 
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exceptionally large $1 billion loan to India in 2006, the yearly average amount 
approved during 2000–2010 was $127 million. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
23. Table 2 shows the aggregate approvals by region excluding regional activities.15

 

 
The South Asia Department (SARD) accounted for the largest share at nearly 61%, 
mainly due to the $1 billion program loan to India in 2006. The Central and West Asia 
Department (CWRD) came second, accounting for 23% of the approvals. On the other 
hand two regions, the East Asia Department (EARD) and the Pacific Department (PARD), 
accounted for very little of ADB’s total approvals. EARD had the smallest share among 
the five regions at barely 0.5%. Support to this region was limited to one project loan, 
three TA operations, and one grant for a total of $12.8 million. The Southeast Asia 
Department (SERD), with 28 projects, comprised about 36% of the total number of 
projects. However, the approvals in this region accounted for only 14.3% due to the 
small average size per project. 

Table 2: Distribution of Microfinance Portfolio by Region, 2000-2010 
(Excluding Regional Activities) 

Region Number of Projects 
Amount  

($ million) Percent 
CWRD  18 576.1 22.9 
EARD 5 12.8 0.5 
PARD 12 35.4 1.4 
SARD 15 1,533.0 60.9 
SERD 28 359.6 14.3 
Total 78 2,516.9 100.0 
CWRD = Central and West Asia Department, EARD = East Asia Department, PARD = Pacific 
Department, SARD = South Asia Department, SERD = Southeast Asia Department. 
Source: Asian Development Bank project database. 

 

                                                
15  The data exclude the seven regional TA operations and three regional private sector operations for the 

reason cited in para 14, footnote 13. From now on, the analysis focuses on these 78 operations. 

Figure 1: ADB Microfinance Portfolio, 2000–2010 

 
ADB = Asian Development Bank. 
Source: Asian Development Bank project database. 
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B. Findings of Portfolio Assessment 
 
24. The portfolio of closed and ongoing projects was assessed based on a scoring 
system developed by the study covering relevance, responsiveness, and results. For each 
evaluation criterion, five indicators were used for the assessment. Appendix 2 presents 
a detailed description of the evaluation criteria; indicators and their rating schemes and 
weights; and the procedures to aggregate country, region, and overall portfolio scores. 
The rating benchmarks are in Table 3. Ongoing projects were excluded from scoring for 
results. Also, to link ADB’s support with sector performance at the country level, the 
seven regional TA operations and three regional private sector operations were not 
rated. In total, 78 projects for a total of $2,517 million, listed in Table 2, were rated. 
The aggregate portfolio scores are in Appendix 3, Table A3.1, and scores by country are 
in Tables A3.2–A3.4. This section presents the key findings based on the portfolio rating 
and the scores of the evaluating indicators. 
 

Table 3: Rating Benchmarks 
(Maximum Possible Score = 3) 

Evaluation Criteria Rating Description 

Relevance 
 Was the intervention designed to address 

the sector development constraints? 
Highly relevant: ≥2.5; Relevant: ≥1.8 - 2.5;                                                             
Less than relevant: ≥1.1 - 1.8; Irrelevant: <1.1 

Responsiveness 
 Was the intervention adequate and 

timely? 
Highly responsive: ≥2.5; Responsive: ≥1.8 - 2.5;  
Less than responsive: ≥1.1 - 1.8;  
Unresponsive: <1.1 

Results  
 Did the intervention achieve its stated 

objectives to result in better sector 
performance? 

Highly effective: ≥2.5; Effective: ≥1.8 - 2.5;                                                             
Less than effective: ≥1.1 - 1.8; Ineffective: <1.1 

Source: Asian Development Bank Independent Evaluation Department, Evaluation team. 
 

1. Relevance 
 
25.  ADB’s support was rated relevant with an overall score of 1.9 out of 3 points. In 
general, the choice of financing instruments was appropriate, and the interventions 
were aligned with the national poverty reduction strategy and consistent with the 
MDS. 
 
26. Key constraints to microfinance sector development include the lack of a 
conducive policy and regulatory environment, weak market infrastructure, limited 
capacity of retail institutions, poor infrastructure (especially in rural areas), and low 
levels of social development. Of the five evaluation indicators, project design in 
addressing sector constraints had the lowest score of 59% of the maximum indicator 
score. This was attributed to two factors: inadequate assessment of institutional 
capacity in some projects; and inappropriate use of credit lines in addressing 
constraints to the development of the sector. 16

                                                
16 For example, the Rural Finance Project in Mongolia provided a revolving line of credit without addressing 

the weak institutional capacity and unviable operations of savings and credit unions. In Indonesia, a credit 
line was provided through the regional development banks without adequate assessment of their limited 
capacity to execute the credit component. In the Pakistan Rural Finance Sector Development Program, 
there was no careful assessment on the constraints faced by provincial cooperative banks in transforming 
into MFIs. 
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activities and components also scored relatively low at 62%, due mainly to the 
improper sequencing of components in a number of projects.17

 
 

27. Of the different intervention types, program and sector development loans, 
grants, and TA operations scored favorably in all indicators for relevance. Projects 
financed by these instruments had appropriate designs that addressed key sector 
constraints and were consistent with the MDS. Project loans and private sector 
operations had less favorable scores for project design and consistency with the MDS, 
mainly due to the inadequacy of credit lines for addressing long-term development 
constraints. Projects with microfinance as one component had the lowest scores, 
mainly due to inappropriate choice of financing used to address long-term sector and 
institutional development constraints, poor sequencing of projects, and lack of 
consistency with the MDS. These projects were poorly designed in that the institutional 
capacities were inadequately assessed and the modalities used for delivering the 
services were not suitable for reaching the targeted group. 18

 

 The microfinance 
components of these projects consisted mainly microcredit and usually no other 
financial services were offered to targeted groups. 

2. Responsiveness 
 
28. Of the three evaluation criteria, responsiveness scored most favorably at two 
out of three points. Overall, ADB’s support provided adequate funds for project 
components and activities to meet the development needs and address sector 
constraints. However, ADB’s support was directed mostly toward the supply side of the 
market on building financial systems, and less support was provided toward the 
demand side for developing the capacity of clients to access and use financial services 
(e.g., financial literacy and consumer protection). The lack of support in this area of 
development had a downward effect on the score for a majority of countries. ADB's 
support was adequate for catalyzing expansion of microfinance services but inadequate 
for strengthening client capacity. Likewise, ADB’s efforts in implementation monitoring 
and supervision scored low on account of the less than adequate supervision of the 
two program loans in Pakistan and the unsatisfactory supervision of the Rural Finance 
Project in Mongolia.19

 

   

29. Of the instruments used, program and sector development loans, grants, and 
TA scored most favorably for responsiveness. These instruments were adequate and 
timely in addressing the identified sector constraints and needs. Projects with 
microfinance components scored poorly for all indicators for responsiveness, 
particularly for adequacy of modalities used to address sector constraints, catalyze 
expansion of microfinance services, and strengthen the capacity of clients to access and 
use the services. The credit lines were inadequate in meeting long-term development 
needs and for addressing the identified binding constraints of the sector such as weak 
institutional capacity and lack of sustainable financial systems.   

                                                
17  For example, in the Mongolia Rural Finance Project the project design provided an onlending component 

without adequate institutional preparation of the savings and credit unions, and lacked a regulatory and 
supervisory framework. 

18  For example, in the Indonesia Community Empowerment for Rural Development the $15 million credit line 
was cancelled because the project design did not take into consideration the willingness of community-
based savings and loan organizations to obtain legal status and overestimated regional development 
banks’ willingness and capacity to deal with small community-based organizations. In the Philippines, the 
private sector modality used in the Development for Poor Urban Communities Sector Project in delivering 
housing microfinance was oriented towards employees of the formal sector and was not suitable to 
reaching the urban poor resulting in low fund utilization.  

19 Based on the PCRs. 
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3. Results 
 
30. The assessment of the results of ADB-supported operations was based on a 
review of 59 completed projects, including 15 loans, 9 grants, 23 TA operations, and 12 
nonfinancial sector projects with microfinance components. The results criterion scored 
barely 1.3 out of 3 points, indicating that ADB’s support did not do well in achieving 
projects’ intended objectives to result in better sector performance. Within this 
category, ADB support fared most favorably relative to other evaluation indicators in 
easing constraints to the expansion of microfinance services, even though it still scored 
rather low at only 54% of the maximum score. The other four indicators scored poorly, 
especially in reaching poor and low-income households, sustainability of MFIs (both 
scored at 35%), and development of institutions (scored at 46%).  
 
31. In terms of the sustainability of MFIs, ADB-supported operations in all countries 
scored poorly except for Philippines and Tajikistan, both attaining a score of 0.4 out of 
0.6 points (or 67%). All other countries scored below 50%. This indicates that many of 
the institutions were not financially sustainable at project or program completion. 
  
32. ADB interventions were less than effective in improving overall sector 
environments. Except for Cambodia, Pakistan, and Philippines, the majority of the 
countries with ADB support still do not have well-established policy and regulatory 
environments.20

 

 In countries such as Mongolia, Nepal, and Sri Lanka, the envisaged 
frameworks had not been realized at project completion. Other countries either had 
projects with limited scope for improving the overall sector environment or were 
assisted only with projects that had no specific focus on developing the overall 
environment. ADB support was also less than effective in the development of 
institutions. In general, the results were either limited or the envisaged strengthening 
of institutions was not realized. While ADB support contributed to developing the legal 
and regulatory frameworks and MFI performance in Cambodia, Philippines, and 
Tajikistan, there was limited assistance in member countries for developing the market 
infrastructure, such as the information infrastructure for transparency of transactions 
and financing infrastructure for microfinance wholesale sources and the private sector 
participation that provide sustainable funds for microfinance operations.  

33. Of the financing modalities used, program and sector development loans 
scored highest overall on account of the improvements achieved in the overall sector 
environment and in easing constraints to the expansion of microfinance services. 
Projects with microfinance components had the lowest overall score for microfinance 
components due to poor scores on all indicators. They performed poorly in improving 
the overall sector environment, institutional development, sustainability of MFIs and 
effectiveness in reaching poor and low-income households. 
  
C. Lessons from Portfolio Assessment  
 
34. Overall assessment. Figure 2 shows the score for each evaluation criterion of 
ADB’s overall portfolio and of the financing instruments used. The responsiveness 
criterion scored the highest at 2.0, followed by the relevance criterion at 1.9, and 
results at barely 1.3 points. This indicates that ADB support in the microfinance sector 
was relevant and responsive. On the other hand, the low score for results indicates that 

                                                
20  In the Economist Intelligence Unit 2011, Pakistan and Philippines both ranked first and Cambodia third out 

of 55 countries surveyed globally in the category of regulatory framework and practices (EIU. 2011. Global 
Microscope on the Microfinance Business Environment. London). 
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ADB support was less than effective in achieving intended project objectives to result in 
better sector performance.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
35. Of the four financing instruments, program and sector development loans 
scored highest in all criteria. These projects were relatively most effective in improving 
the overall policy environment and in easing the constraints to expansion of 
microfinance services. ADB support for creating a conducive policy environment was 
most effective in countries where the government was committed to reforms and 
institutions, policies, and operating framework were allowed to flourish. In these 
countries significant improvements were achieved in the policy environment and sector 
growth. This underscores the importance of government and stakeholders’ buy-in and 
commitment to the program and clear understanding of the sector in project designs. 
 
36. Project loans had less than effective results due to low scores for improvement 
in sector environment, development of regulatory and supervisory institutions, and 
sustainability of MFIs. Of the four private sector projects, only one was country specific, 
while the other three were regional in scope. All of these projects were ongoing and 
therefore were not evaluated for results. Nonetheless, these projects were relevant and 
responsive to sector needs. They were formulated to catalyze expansion of 
microfinance services using market- based mechanisms through equity, guarantee, and 
risk reduction schemes. 
 
37. Grants and TA had the second highest score for results, mainly due to the good 
scores in strengthening the capacity of institutions for microfinance operations and in 
improving the overall sector environment. In Cambodia, People’s Republic of China 
(PRC), Philippines, Tajikistan, Timor-Leste, and Uzbekistan ADB’s support helped 
improve the overall policy environment and strengthened the capacity of institutions. 
However, many MFIs in most countries with ADB’s grants and TA remained 
unsustainable at project completion. This suggests that, given the different contexts 
under which MFIs operate, project designs need to be clear on how to support 
institutions in reaching sustainable operations.  
 
38.   Projects with microfinance components scored lowest in all three criteria mainly 
due to poor project designs; inadequacy of funds for credit lines in meeting long-term 
development needs; and poor results in improving overall sector environment, 
institutional development, sustainability of MFIs, and effectiveness in reaching poor 

Figure 2: Overall Portfolio Scores 

 
TA = technical assistance. 
Source: Independent Evaluation Department calculation based on Asian Development Bank 
project database. 
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and low-income households. The low score of these projects shows the limits of credit 
lines when used as an input or tool in nonfinancial or multicomponent sectoral projects 
that address complex development problems. Designs in these projects viewed credit as 
a binding constraint, but this was not always the case. Very often the microfinance 
components of projects with microfinance consist only of microcredit and usually no 
other financial services are offered. Institutional capacities are usually inadequately 
assessed. Assessment of existing sources of financial services or microcredit offered in 
the project area is needed to confirm the target group’s demand for credit. 
Understanding client demand should drive the development of credit products and 
services, and financial services for the poor and low-income households need to be 
responsive to client needs and preferences and to reflect the institutional capacities to 
deliver them. 
 
39. Targeting the poor. Most projects scored poorly on the effectiveness in 
reaching poor and low-income households. Projects and programs usually did not 
monitor the poverty levels of participating households, nor did they establish baselines 
on the income levels of targeted households.21

 

  This suggests that data on poverty and 
income levels of participating households need to be well integrated in the project 
monitoring system.  

40. ADB projects need to be realistic about the limit and the financial and time 
costs involved in reaching the poor, particularly the ultra-poor. Microfinance may not 
be appropriate for the destitute or those who lack the capacity to repay. CGAP noted 
that clients of MFIs usually fall in a band around the poverty line and the extremely 
poor are rarely reached by microfinance. 22  Commercially oriented MFIs have cost-
efficiency and financial objectives that cause them to screen applicants for 
creditworthiness and are likely to select those perceived to have greater capacity to 
repay the loan. Hence, deliberate and innovative approaches are needed to reach a 
greater number of poor households. Programs that successfully reach the poor, 
particularly the ultra-poor, often combine access to financial services with social safety 
net programs.23 However, such programs are costly. They usually require subsidies for 
the safety net component and intensive follow-up efforts during implementation. They 
also take a long time and often require an NGO bottom-up approach. An example is 
the Income and Generation for Vulnerable Groups program of the Bangladesh Rural 
Advancement Committee (BRAC). This program combined livelihood protection (food 
aid) with livelihood promotion (skills training and asset transfer). Microcredit was 
provided to participants in the latter part of the program as part of a package 
approach.24

 

  Over time, participants graduated out of extreme poverty into sustainable 
livelihoods and became creditworthy for commercial MFIs. 

41. Another innovative approach that is yet to be explored is government-to-
person (G2P) payments to increase poor people’s access to and use of financial 
services.25

                                                
21  When the PCR had no data on the income levels of project households, a score of 1 was assigned. 

 G2P payments reach the poor primarily through social transfers and wage 

22  CGAP. 2003. Donor Brief No. 13. Washington, DC. 
23  Hashemi, Syed and Richard Rosenberg. 2006. Graduating the Poorest into Microfinance: Linking Safety 

Nets and Financial Services. CGAP Focus Note No. 34. Washington, DC: Consultative Group to Assist the 
Poor, February. 

24  Hashemi, Syed M. and Aude de Montesquiou, 2011. Reaching the Poorest: Lessons from the Graduation 
Model. CGAP Focus Note 69, Washington D.C.: Consultative Group to Assist the Poor, March. 

25  Pickens, Mark. David Porteous and Sarah Rotman. 2009. “Banking the Poor via G2P Payments” CGAP Focus 
Note 58.  Washington D.C.: Consultative Group to Assist the Poor, December; and Bold, Christ. David 
Porteous and Sarah Rotman. 2012. “Social Cash Transfers and Financial Inclusion: Evidence from Four 
Countries” CGAP Focus Note 77. Washington D.C.: Consultative Group to Assist the Poor, February. 
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and pension payments. G2P payments can be linked to basic banking, and recipients of 
these payments may be offered other financial services. Therefore, G2P payments have 
the potential to become an effective vehicle for extending financial inclusion and 
improving the welfare of poor people. G2P payments have been implemented in 
Bangladesh, Cambodia, India, Indonesia, Pakistan, Philippines, and Tajikistan. 
 
42. As household businesses of microfinance borrowers grow from micro to small 
enterprises, larger amounts of working capital are needed. Oftentimes, the amounts 
required are too large to tap traditional microfinance and too small for commercial 
banks to lend because graduating microentrepreneurs often cannot meet the 
requirements of commercial banks. These are the so called missing middle—the 
enterprises that have grown too large for financial support from MFIs but remain 
unable to access conventional bank financing because they are still considered not 
creditworthy and operate primarily in the informal sector. These enterprises have 
employment and income generating potential. Improving their access to capital and 
strengthening their capacity and skills could contribute to job creation and poverty 
reduction.  
 
43. Women participant and empowerment. Some projects had design elements 
that focused on gender and some projects neglected gender issues entirely. The latter 
were projects that usually covered broader aspects of sector development such as 
policy and regulatory environment and institutional development. In projects with 
gender design elements the focus was usually on women as a target group for financial 
service delivery and social mobilization. However, in general these projects did not 
provide explicit discussions on the participation of women in project design and 
implementation (e.g., how women’s inputs were considered). Further, often there were 
no activities or budget allocations for women’s development components, or sex-
disaggregated indicators in the monitoring system to allow decent analyses of 
women’s empowerment. Monitoring of women’s participation and empowerment 
needs to be integrated in the project design and monitoring framework.  
   
44. Project design and implementation. The following lessons were drawn from the 
assessment of ADB’s microfinance operations. The box in the bottom shows an 
example of a successful intervention and its key success factors.  
 

(i) Projects need to be clear on the mechanisms for ensuring participation 
of the poor. Often, projects aimed to reach the poor but did not 
specifically identify the poor, the barriers to their participation, and the 
mechanisms to remove the barriers. Baseline and end-of-project data 
on client poverty levels need to form part of the project design and 
monitoring framework. When possible, project teams should include 
poverty and gender specialists to ensure the integration of issues and 
concerns specific to vulnerable groups (e.g., poor, ethnic minorities, 
women) in the project design, implementation, monitoring, and 
evaluation.  

 
(ii) Adequate assessment of institutional capacity in project designs is 

needed to maximize the impact of the support for institutional 
development. 

 
(iii) Adoption of a standard set of performance indicators for mandatory 

reporting in all microfinance projects is needed to improve project 
performance and as an incentive to design projects more carefully. 
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These should include key operational, financial and social performance 
indicators that are aligned with global and regional initiatives for 
performance monitoring and benchmarking.26

 
 

(iv) Project designs need to ensure that the legal, regulatory, and 
supervisory foundation; government’s role; and reform measures to be 
undertaken are appropriate. Constraints to the development of an 
enabling policy environment remain in different forms in different 
countries (e.g., subsidized interest rate, interest caps, ownership 
restrictions, heavy regulation). The role of government, particularly the 
central bank, ministry of finance, and regulatory and supervisory 
agencies, is critical in fostering a conductive policy environment. 

 
(v) Proper sequencing of interventions is crucial for effectiveness of 

assistance. Sequencing of interventions needs to be strategic in 
enhancing the enabling environment, promoting market efficiencies, 
and expanding commercially oriented financial services to the poor. 
Providing onlending funds without adequate institutional preparation 
and an appropriate enabling environment did not produce effective 
results. Such credit lines should be avoided, because they are 
inadequate to meet long-term development needs and often do not 
produce the intended results. 

 
 
 
 
 
 

                                                
26  CGAP has developed key measures for measuring operational and financial performance of MFIs.  For 

social performance, the global, industry-wide Social Performance Task Force (SPTF) has developed core 
indicators for assessing social performance of MFIs in 11 categories: (i) Mission specifics, (ii) Governance, 
(iii) Range of products and services (financial and non-financial), (iv) Client outreach by lending 
methodologies, (v) Measuring client retention, (vi) Social responsibility to clients, (vii) Transparency of the 
costs of services to clients, (viii) Human resources and staff incentives, (ix) Employment creation and 
enterprises financed, (x) Social responsibility to the environment, and (xi) Poverty outreach. The SPTF was 
formed through the initiative of the CGAP, Argidius Foundation and Ford Foundation in March 2005. Its 
main objective is to engage microfinance stakeholders to develop, disseminate, and promote standards 
and good practices for social performance management and reporting. At present, it has more than 1,000 
members world-wide from microfinance stakeholder groups that aim to move social performance forward 
(http://sptf.info/). 

A Successful Project—Microfinance System Development Program, Tajikistan 
The program was approved in 2003 and completed in 2008. It included an investment 
component and a policy component. The program resulted in the creation of a sound legal and 
regulatory environment for microfinance, contributing to a rapidly expanding, profitable 
microfinance sector that attracted additional investments in the form of wholesale loans and 
equity to new microfinance institutions (MFIs). There were no registered MFIs in 2004 in 
Tajikistan. By 2008, there were 92 registered MFIs with an aggregate loan portfolio of $79 
million, and outreach grew by 350%. About 80% of households receiving a loan under the 
program were reported below the national poverty line. The key success factors were (i) 
appropriate design and choice of the sector development program modality, having both policy 
actions and investment that was required to meet the needs of the sector; (ii) strong 
commitment of the National Bank of Tajikistan and MFIs in achieving program results; and (iii) 
high quality technical assistance that strengthened the regulatory and supervisory capacity of 
the National Bank and institutional capacity of MFIs. 
 

Source: Independent Evaluation Department. 2010. Program Completion Validation Report. Microfinance 
Systems Development Program (Tajikistan). Manila: ADB. 
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D. Chapter Summary   
 
45.  During the 2000–2010 study period, ADB extended microfinance support in the 
total amount of $2.8 billion to 21 DMCs through 88 loans, grants, TA operations, and 
private sector investments. Of this portfolio, 78 completed and ongoing national 
projects for a total of $2.5 billion were assessed in terms of their relevance, 
responsiveness, and results. Seven regional TA operations and three regional private 
sector investments were excluded from the assessment to allow linking the portfolio 
scores with sector performance at the country level.    
 
46. The portfolio assessment showed that ADB’s support in microfinance was 
relevant and responsive to the development needs of the microfinance sector but less 
than effective in achieving projects’ intended results. The same pattern was observed 
across the four financing modalities, i.e., the scores for relevance and responsiveness 
were higher than for results. This suggests that ADB has been relatively better in 
upfront activities such as project formulation and resource mobilization than in project 
implementation activities to achieve better sector performance. The low score on 
results was due mainly to weak development of institutions, less than effective support 
in achieving MFI sustainability, and limited outreach to the poor. 
 
47. In general, projects fared poorly in reaching poor and low-income households. 
This suggests that more scrutiny is needed of projects that purport to reach the poor 
with financial services. Mechanisms need to be clear on how to ensure participation of 
the poor. As regards development of institutions, many of the MFIs in countries with 
ADB support were not sustainable at project or program completion. This suggests that 
interventions need to be more clear on how to support institutions in reaching 
sustainable operations and that projects need to set performance targets for 
sustainability.  
 
48. Of the financing modalities used, program and sector development loans 
scored highest overall on account of the improvements in the overall sector 
environment and in easing the constraints to the expansion of financial services. ADB 
support for the development of an enabling policy environment was most effective in 
countries that allowed institutions, policies, and an operating framework to flourish. 
This underscores the importance of government and stakeholders’ buy-in and 
commitment to the program and of having a clear understanding of the sector in 
project designs.  
 
49. Project loans with microfinance components scored poorly in all indicators. This 
indicates the limits of credit lines when used as an input or tool in a package of 
interventions in nonfinancial multisectoral projects to address complex development 
problems. Likewise, providing onlending funds without adequate institutional 
preparation and appropriate enabling environment did not produce effective results. 
Such credit lines should be avoided, because they are inadequate in meeting long-term 
development needs and often do not produce the intended results. Very often the 
microfinance components of these projects consist only of microcredit and usually no 
other financial services or social mobilization component were offered. Institutional 
capacities were usually not adequately addressed and building sustainable financial 
systems was not the primary objective. 
 
 



 

CHAPTER 3 

Sector Performance  
 
 
 
 
A. Overall Sector Performance 
 
50. The goal of the MDS was to ensure permanent access to institutional financial 
services for a majority of poor and low-income households and their microenterprises. 
To realize this goal, the MDS strategically focused on supporting the development of 
sustainable microfinance by integrating microfinance into the national financial system 
of DMCs to provide diverse financial services of high quality to the poor. It was 
envisaged that the integration of microfinance into the mainstream financial system of 
DMCs would increase access of the poor to financial services and promote growth of 
the sector. A project supports policy reforms to integrate microfinance into the formal 
financial system if it addresses any of the following broad objectives: (i) formulation of 
the legal frameworks and laws specific to microfinance; (ii) development of regulatory 
frameworks for the sector; and/or (iii) strengthening the capacity of regulatory 
authorities in supervision and implementation of the regulatory frameworks. A more 
detailed definition is provided in Appendix 4, Table A4.1. 

 
51. Of the total portfolio $2.517 billion approved for microfinance reviewed in this 
study (excluding regional activities), more than $1.9 billion was used to support 31 
projects for policy reforms, and about $600 million was used to support 47 nonpolicy 
projects. Table 4 summarizes the project profile of each group, and details of the 
projects supporting policy reforms by indicator are provided in Appendix 4, Table A4.2. 
       

Table 4: Policy Projects and Nonpolicy Projects, 2000–2010  
(Amount in $ million) 

Modality 
Policy Projects Nonpolicy Projects 

No. Amount No. Amount 
Loan 16 1,897.10 5 218.30 
Grant 3 5.00 13 50.40 
TA 12 7.36 15         7.4250 
Private sector operation 0 0.00 1 250.00 
Project with microfinance component 0 0.00 13 81.30 
     Total 31 1,909.50 47 607.40 
TA = technical assistance. 
Source: Asian Development Bank project database. 

 
52. Of the 21 countries with ADB microfinance support, 9 received policy 
interventions and 12 did not. Tables A4.3–A4.4 in Appendix 4 list the countries in the 
two types and the assistance provided. Countries with policy reform projects are those 
that received ADB support for policy and regulatory reform to integrate microfinance 
into the national financial system. Countries without policy reform projects are those 
that either did not receive any policy project from ADB or had projects with policy 
elements but these were limited or partial in scope or were new and ongoing with 
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arguably no reasonable effect to be expected as yet on the sector performance.27

 

 Note, 
though, that these countries might have received policy support from other 
development agencies. The evaluation team was not able to check for this information 
on the ground.  

53. Table 5 summarizes the averages of key sector performance indicators using 
data from the MIX Market.28

 

 The table compares countries with policy reform projects 
(CPP) with countries with no policy reform projects (CNP) at the end of 2005 and end-
2010. It also reports the average change during 2005–2010 for each type of country 
and for all countries. Detailed country data are in Tables A4.5a–A4.5b, Appendix 4.  

Table 5: Key Sector Performance Indicators (2005 and 2010) 
(Percent, unless shown otherwise) 

Indicator 

Difference between  
CPP and CNP  

Change between 
2010 and 2005  

2005 
(a) 

2010 
(b) 

CPP 
(c) 

CNP 
(d) 

All 
Countries 

Average loan outstanding ($) 355 (664) 417 1,436 970* 
Growth of loan outstanding 0 28 (13)* (41)* (24)* 
Average loan outstanding/GNI per 

capita  
118 7 (56) 55 3 

Deposit to loan ratio (52) (43) 24 15* 20* 
Portfolio at risk (>30 days)  1 (6) (2) 5 2 
Operating expense/loan portfolio   (37) (3) (1) (35) (20) 
Operating self-sufficiency 3 (16) (4) 16 8 
Return on assets  1 (1) (1) 1 0 
Penetration rate  (7) 1 13 5 9* 
Growth of borrowers (25) (4) (1) (22) (8) 
Percent of female clients (5) 1 (7) (13) (11) 
( ) = negative, CPP = countries with policy reform projects, CNP = countries with no policy reform projects, 
GNI = gross national income. 
* Significant at 5% level for the T-test of difference. 
Penetration rate = number of clients/population living below the poverty line of $1.25 per day. The former 
was taken from the Mix Market data and the latter from the World Bank, World Bank Development 
Indicators. 
Sources: Asian Development Bank Independent Evaluation Department computations based on data from 
MIX Market and World Bank, World Development Indicators. 

 
54. For the year ending 2005, marked differences can be observed between CPP 
and CNP in only 4 of the 11 indicators (columns [a] and [b]). Overall, CNP performed 
better in depth of outreach measured by the ratio of average loan outstanding to gross 
national income (GNI) per capita and had a higher deposit-to-loan ratio. On the other 
hand, CPP had more efficient operations than CNP measured by the operating expense-
to-loan ratio. The performance of both CPP and CNP in the other seven indicators was 
about the same. Both had low penetration rates, crossed the 100% mark for 
operational self-sufficiency (OSS), and realized positive return on assets.  
 
55. For the year ending 2010, marked differences can be observed in only three 
indicators. The deposit-to-loan ratio in CNP was significantly higher than in CPP. On the 
other hand, CPP had relatively better portfolio quality in terms of the portfolio at risk 
(PAR) >30 days and had higher growth rate in loans outstanding than CNP. In terms of 

                                                
27  An example of limited scope is the program in India that covered only the cooperative sector and not the 

whole microfinance sector. An example of an ongoing project with no effect on the sector is the 
Microfinance Expansion Project in PNG, which was designed to address the lack of a legal and regulatory 
framework specific to microfinance. However, it was approved on 28 October 2010 and is still ongoing, 
and arguably no reasonable sector effect can be expected as yet. 

28  www.mixmarket.org 
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the depth of outreach and penetration rate, both country types performed poorly. In 
terms of sustainability, both country types crossed the 100% mark for operating self-
sufficiency and realized positive returns on assets, indicating profitable operation.   
 
56. In sum, both sets of countries had, in both 2005 and 2010, low penetration 
rates and OSS of more than 100%, and realized positive returns on assets. The 
integration of microfinance showed mixed results among CPP countries, although 
improvements were made in depth of outreach and PAR (column [c]). CNP countries 
also had mixed results with noticeably better outcomes only in operating expense-to-
loan ratio and OSS (column [d]). Overall, the aggregate sector performance data imply 
that there was no significant difference in sector performance in countries that were 
assisted by policy reform projects and those without.29

 
  

57. When looking at individual country experiences, ADB support had effective 
results for creating a policy environment conducive to microfinance in Cambodia, 
Pakistan, Philippines, and Tajikistan. In Cambodia, the regulatory framework for 
licensing and supervising licensed and supervised MFIs was introduced with assistance 
from ADB. In Pakistan, a more conducive policy environment, which was virtually non-
existent prior to ADB support, was set in place. In the Philippines, ADB support 
enhanced the policy and regulatory environment by removing regulatory impediments 
and policy distortions, which in turn contributed to the growth of the sector. In 
Tajikistan, the sector development program resulted in the creation of a sound legal 
and regulatory framework for the microfinance industry, which in turn contributed to 
sector growth. ADB support in the Lao People’s Democratic Republic (Lao PDR) was also 
effective, with notable improvements in the legal and regulatory frameworks allowing 
more diverse provision of microfinance services and more market-oriented microfinance 
operations. However, the supervisory capacity and government commitment to market 
microfinance remained weak.  
 
58. In the PRC, ADB TA had substantial influence on the policy and regulatory 
reforms and continued to influence the national rural finance reform agenda.30 The 
assistance helped the central bank issue regulatory guidelines for micro credit 
companies, opening the door to the creation of new microcredit companies 
nationwide. The TA led ADB to support further development of the sector particularly 
in strengthening the regulatory framework, capacity building of financial institutions 
market infrastructure, and developing the wholesale market for microcredit 
companies.31

                                                
29  It should be noted that sector performance was also affected by factors outside of ADB support such as 

the assistance of other aid agencies and government initiatives to develop the sector. It was possible that 
countries with no ADB support for policy reforms might have received policy reform projects from other 
agencies, and the results realized were influenced by those other agencies and not ADB. Usually, when 
other agencies take the lead in a certain sector, ADB is unlikely to take on the policy reforms. 

 In Timor-Leste, ADB support created the required microfinance policies 
and regulatory framework, which led to the establishment of a microfinance bank 
under a difficult postconflict environment. However, the bank operated in only 4 of the 
13 envisaged districts, and the component for development of credit unions was not 
realized. In Uzbekistan, the establishment of a regulatory and institutional framework 

30 ADB. 2009. Technical Assistance Completion Report: Rural Finance Reforms and Development of 
Microfinance Institutions in the People’s Republic of China. Manila. 

31 These projects to further support the sector in PRC include TA 7187–PRC: Rural Finance Development and 
Supervision (2008), TA 7322–PRC: Rural Finance Innovation and Rural and Agriculture Financial Statistical 
System Development (2009), and TA 7765-PRC: Capacity Development of Partner Banks in Microfinance 
Wholesale Lending (2010). Besides, there are two TAs approved subsequently after the study period (TA 
7835-PRC: Developing a Legal System for the Credit Market, 2011, and TA 8099–PRC: Statistics Capacity 
Building for County-level Financial Institutions, 2012), and a non-sovereign loan to develop the wholesale 
market for microcredit companies (Loan 2855-PRC: Microfinance Wholesale Lending Facility, 2012).  
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for savings and credit unions (SCUs) was a milestone in that no such framework existed 
prior to ADB intervention. However, there was no follow-up assistance to develop 
further the overall policy, legal, and regulatory framework for the sector. In the other 
countries assisted by ADB, the results regarding the policy environment were not that 
effective for three reasons: (i) the intended policy frameworks were not fully realized at 
project completion; (ii) projects had limited scope in improving the overall sector 
environment, and therefore the key sector constraints were not fully addressed; and/or 
(iii) the country that received assistance was supported with projects that had no 
specific focus on developing the overall environment.  
 
59. Building viable institutions has been a key theme in program loans, grants, and 
TA operations. ADB support in this area has been quite effective in Cambodia, 
Philippines, and Tajikistan. In these countries, growth in the outreach and sustainability 
of microfinance operations provides evidence that MFI capacity was strengthened. 
However, this was not the case in most of the countries assisted by ADB where many 
MFIs were not financially sustainable at project or program completion. In general, the 
improvements in service capacity and institutional strength were either limited or were 
not realized. In Lao PDR, Nepal, and Timor-Leste, ADB support helped strengthen the 
capacity of institutions to provide microfinance services but had yet to achieve 
sustainability at project completion. Note, however, that the time required to achieve 
financial sustainability depends on the country context, local market conditions, the 
capital structure of the MFI, and the market segment served. Project designs often do 
not adequately account for these factors and do not set time horizons for achieving 
sustainability. 

 
60. The MDS supports the promotion of pro-poor innovation and financial 
technology to ensure that the poor will have access to financial services. ADB support 
for this area of strategic focus was mainly through TA. Development of new products 
for the poor, such as savings and microinsurance, was supported in Cambodia, 
Philippines, Sri Lanka, and Tajikistan. Assistance to these countries laid the groundwork 
for the expansion of products and services beyond traditional credit through the 
development of appropriate regulatory frameworks and support for product 
development. Overall, ADB support for pro-poor innovative programs and development 
of financial technology oriented to the poor has been limited. While ADB was 
successful in easing constraints to the expansion of microfinance services, there is no 
clear evidence that ADB interventions reached poor households. 
 
61. ADB support in developing financial infrastructure and social intermediation 
has lagged behind the other areas of the MDS strategic focus. There has been very little 
assistance for developing information infrastructure, such as credit bureaus, that 
promotes transparency. Assistance for building of financial infrastructure such as 
support for wholesale or second-tier (apex institutions) mechanisms has also been 
lacking. Support for training facilities and financial literacy was provided (PNG), and 
adoption of performance standards for MFIs was undertaken (Philippines), but this type 
of intervention was not widespread. In Pakistan, the planned credit bureau was not 
realized at program completion. While advances were made in the legal and regulatory 
frameworks of countries assisted with policy reform projects, there have been few 
interventions aiming at developing market infrastructure. It is however important to 
note that in countries where other aid agencies are active and doing significant 
progress in market infrastructure development, it is not sensible for ADB to extend 
support into this area. As regards support for social intermediation, ADB support to 
DMCs has largely concentrated on building sustainable financial systems and less on 
developing the capacity of the poor to access and use financial services. By and large, 
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microfinance had become an industry in many countries, but little attention has been 
given to financial literacy of the poor, consumer protection, and accountability to 
customers. The project designs did not analyze how to balance social and financial 
returns for microfinance operations. Greater client focus was needed in ADB 
interventions.  
 
B. Operational Issues  
 
62. Staff interviews showed that the challenges encountered by staff in 
implementing microfinance projects were country specific.32

 

 These included the lack of 
an enabling environment, limited technical capacity of institutions, limited capital base 
of MFIs, lack of financial sustainability of MFIs, and distortions in the market. Staff 
considered the following factors critical to the success of microfinance projects: (i) 
creating a conducive environment for microfinance, (ii) good design and properly 
sequenced activities, (iii) loans accompanied by TA for capacity development of 
institutions, (iv) clear understanding of the market and at what stage it is, and (v) 
government commitment or buy-in. Also staff considered having a consistent 
engagement, not a piecemeal approach, as key to a good intervention.   

63. In terms of staff assignment, the frequent rotation of project officers made it 
difficult to hold staff accountable for project results, affecting the quality and results of 
interventions. As regards the budget allocations for microfinance only two of the eight 
respondents to the staff survey indicated that the allocations in their 
division/department were adequate for ADB to play a strategic role in DMCs.33

  

 In the 
MDS, this role was to catalyze the expansion of the supply of microfinance services and 
strengthen the capacity of clients to access the services.  

64. The MDS was reasonably well thought out at the time it was formulated. It was 
relevant and flexible for project design and formulation. It covered the principles of 
good microfinance practice and provided guidelines on how not to harm the market. 
However, microfinance grew rapidly in the past decade and has become more 
commercialized. Many issues that have recently emerged did not exist when the MDS 
was formulated, including those associated with commercialization, lack of consumer 
protection, financial literacy, diversification of products and services, advancements in 
technology-based solutions, financial practices of MFIs, and social performance.  
 
65. The areas of strategic focus remain relevant but need refinement to account for 
recent developments and opportunities. There is need to focus more on clients 
(demand side), particularly in developing their capacity to access and use financial 
services and in protecting them from harmful practices.34

 

Financial market infrastructure 
development remains even more relevant in view of the need to deepen and broaden 
financial services to the poor. Support for the policy environment and institutional 
strengthening will remain areas of concern in DMCs.  

66. Recent technological innovations offer tremendous opportunity for advancing 
financial inclusion. These include the use of automated teller machines (ATMs), mobile 

                                                
32  Interviews were conducted with ADB staff involved in microfinance activities to solicit their views and 

experiences on the MDS and microfinance operations. Eighteen staff specialists were interviewed, of whom 
12 were directly involved in operations including staff from the Private Sector Operations Department. 

33  Of the 18 ADB microfinance related staff surveyed, 8 or 44% responded.  
34 Harmful practices include allowing borrowers to take on significant risk of over indebtedness; abusive 

collection practices; mistreatment of clients; non-disclosure of pricing, terms and conditions; and lack of 
protection concerning the privacy of client data.  
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phones, internet banking services, payment cards, and electronic money to deliver 
services to customers. The use of these technologies offers to MFIs the potential to 
reduce operating costs, expand the reach of microfinance services and increase 
convenience to clients. In particular, branchless banking exploits the potential of 
modern technology by performing banking transactions without having clients visit an 
actual bank office.35

 

 It can increase poor people’s access to financial services when 
appropriate regulation and adequate information and communications infrastructure 
are in place.  

67. ADB supported the use of technology for expanding financial services to the 
poor and unbanked in Pakistan, Philippines and Mongolia.36

 

 Other than these, the use 
of technology did not occur much in ADB support to DMCs. ADB is relatively new in 
this area with its first involvement only in the mid-2000s when technology-based 
solutions such as mobile phones offered ways to significantly increase reach and lower 
delivery costs. Country-specific challenges need to be addressed to promote wide 
adoption of technology. These include the lack of a supportive regulatory environment, 
limited capacity of financial providers to absorb technology, lack of strong information 
and communications infrastructure, and poor consumer and staff literacy regarding 
technology. These factors have to be taken into account in supporting the use of 
technology to reach the poor and unbanked.  

68. The MDS envisaged that ADB would develop a set of indicators to monitor the 
implementation of the MDS. However, this was not realized. While some individual 
projects had indicators for monitoring performance, these were not coordinated into 
an overall monitoring framework. There were no standardized indicators for 
monitoring the implementation of the MDS. This suggests that key financial and social 
performance indicators, including indicators for monitoring women’s participation and 
empowerment, should be well integrated in the project design and monitoring 
framework. The indicators should be aligned with global and regional initiatives for 
performance and benchmarking such as those undertaken by CGAP and the SPTF.   
 
69. Moving forward, ADB’s support for microfinance needs to be aligned with the 
recent market developments and with the Financial Sector Operational Plan (FSOP) 
2011.37

                                                
35  CGAP defines branchless banking as the delivery of services outside conventional bank branches using 

information and communications technologies (e.g., mobile phones) and nonbank retail agents. 
(www.cgap.org) 

 Financial services for poor and low-income households should be market driven 
and client responsive. Support for product development and delivery should go beyond 
credit to include savings, microinsurance, and payment and remittance services. With 
the advances of modern technology, support can be provided for branchless banking 
and use of technology-based solutions where traditional bank branch networks are not 
cost effective or practical due to geographic conditions or low population density. 
Further support for building the supervision capacities of supervisory authorities is 
needed to keep microfinance-engaged financial institutions viable and effective. This 
could include technical support for off-site and on-site supervision and adoption of a 
risk-based supervision approach for banks engaged in microfinance. Lastly, many of the 
retail financial services providers lack the capacity to translate their social mission into 
their operations and develop systems to track their social performance. ADB could 

36  In Pakistan, ADB provided support for the adoption of branchless banking regulations by the State Bank of 
Pakistan. In the Philippines, the program loan supported the Bangko Sentral ng Pilipinas’ promotion of 
electronic banking including the application of mobile phone technology to financial transactions of 
microfinance-oriented banks. In Mongolia, an ongoing TA supports the creation of an effective regulatory 
environment for mobile phone-based banking for the poor and unbanked.   

37 ADB. 2011. Financial Sector Operational Plan. Manila. 
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support building the capacity of these institutions in social performance measurement 
and management. Support could be provided for consumer protection measures aimed 
at safeguarding poor clients from harmful and abusive practices. These measures 
include disclosure of the true costs of lending, mechanisms for handling complaints 
and disputes, and financial literacy.  

 
70. Table 6 shows the top three recommendations from the staff survey for 
improving microfinance operations and internal capacity. Details of the survey 
responses are in Appendix 5. The foremost recommendation for improving 
microfinance operations was the creation of a financial inclusion strategy that would 
provide guidance on how poor households could access a broader range of financial 
services, reduce their risks, and improve their quality of life. In terms of the 
recommendations for improving internal capacity, strengthening staff capacity 
regarding financial inclusion and use of modern technology for expanding access to 
services topped the list.  

 
Table 6: Top Recommendations from Staff for Improving Microfinance 

Recommendations 

Number 
of 

Respondentsa 
Percent 
Share 

A. Recommendations for improving microfinance operations 
(ranked by respondents as highest importance)  

 1. Create a financial inclusion strategy to provide guidance on 
how poor households could access a broader range of 
financial services, reduce their risks, and improve quality of 
life 

4 50.0 

2. Position microfinance as part of the broader financial sector 
development framework 3 37.5 

3. Support creation and development of enabling policy and 
regulatory environment for microfinance in DMCs 1 12.5 

B. Recommendations for improving ADB's internal capacity   
(top 3 recommendations)   

1. Strengthen staff capacity on financial inclusion and use of 
technology for expanding access to services 

7 87.5 

2. Increase the awareness and understanding of the Board and 
senior management on microfinance 

5 62.5 

3. Publish periodic reference materials and knowledge products 
on microfinance 5 62.5 

ADB = Asian Development Bank, DMC = developing member country.  
a Of the 18 ADB microfinance-related staff surveyed, 8 or 44% responded. 
Source: Asian Development Bank Independent Evaluation Department staff survey conducted for this study. 
 

C. Six Case Countries  
 

1. Sector Overview  
 
71. The six case countries were Cambodia, Pakistan, PNG, Philippines, Uzbekistan, 
and Viet Nam. They were selected to represent (i) ADB’s regional operations and 
modalities of assistance, (ii) DMCs at different stages of development in the 
microfinance sector, and (iii) the participation of government and the private sector in 
the provision of microfinance services. In Southeast Asia, Cambodia and Philippines 
were chosen as case countries that operate under a market environment with minimal 
government intervention, while Viet Nam was selected to represent a country with a 
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dominant role of the government in the microfinance sector. Pakistan and Uzbekistan 
represent the countries in Central and West Asia. Pakistan was chosen as an example of 
an undeveloped microfinance sector prior to ADB support. Uzbekistan was selected to 
represent a small and underdeveloped microfinance sector with limited capacity to 
provide support to microenterprises. PNG was chosen to represent the small financial 
systems of Pacific economies. Table 7 presents the key features of the microfinance 
sector in these countries.  

 
Table 7: Overall Environment of Microfinance (End 2011) 

Country 
Legal and Regulatory Framework 

(year passed) 
Microfinance Providers 
Types Number 

Cambodia Law on Banking and Financial 
Institutions (1999) 
Prakas on Microfinance Regulation 
(2000) 

Banks 
Licensed MFIs 

55 

Pakistan Microfinance Ordinance (2001) Microfinance Banks 
MFIs 
Rural Support Programsa 
Microfinance NGOsa 

35 

Papua New 
Guinea 

Savings and Loan Society Act 
(1995) 
Banks and Financial Institutions Act 
(2000)  

Licensed Microfinance 
Banks 
Savings and Loans 
Associations 

25 

Philippines General Banking Law (2000) Banks (Rural, Thrift, 
Cooperative) 
Credit Cooperatives 
Microfinance NGOsa 

14,935b 

Uzbekistan Law on Credit Unions (2002) 
Law on Microfinance and 
Microcredit Organizations (2006) 

Credit Unions 
Microcredit Organizations 

182 

Viet Nam Microfinance Decree 28 (2005)  
Microfinance Decree 165 (2007) 
Law on Credit Institutions (2010) 

State-owned Banks 
Licensed MFIs 
Microfinance NGOsa 

54 

MFI = microfinance institution. NGO = nongovernment organization. Prakas is a government decree. 
a Unregulated institutions. 
b The large number of 14,935 microfinance providers in the Philippines is due to the large number of 
cooperatives that have microfinance operations.  
Sources: MIX Market; National Bank of Cambodia; Pakistan Microfinance Network; Central Bank of 
Uzbekistan; Microfinance Council of the Philippines; and World Bank, World Development Indicators. 

 
72. Of the six countries, Cambodia, Pakistan, and Philippines follow a market 
approach to microfinance, and the government role is limited to regulating and 
providing an enabling environment for sector growth and development. Microfinance 
has been mainstreamed in the banking sector and is supervised by the central bank. In 
the Economist Intelligence Unit 2011, of 55 surveyed countries globally, Pakistan and 
Philippines both ranked first and Cambodia third in the category of regulatory 
framework and practices, and they were 5th, 17th, and 25th, respectively, in terms of 
the supporting institutional framework.38

 

 This suggests strong regulatory regimes and 
good prospects for microfinance in these countries.  

73. In contrast, in PNG, Uzbekistan, and Viet Nam, the government participates in 
the direct provision of microfinance services through state-owned banks.39

                                                
38  Economist Intelligence Unit. 2011. Global Microscope on the Microfinance Business Environment. London. 

 These state-

39 These state-owned banks are the National Development Bank (created in 2004) in PNG, the 
Mikrokreditbank (created in 2006) in Uzbekistan, and the Viet Nam Bank for Social Policy (created in 2003) 
in Viet Nam. 
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owned banks are under separate regulations and are not subject to the prudential 
requirements of the central bank. They receive funds from the state budget and provide 
policy-based credit at subsidized rates, often to support business startups, micro and 
small enterprises, socially vulnerable families, and female entrepreneurs. Overall, the 
policy and regulatory environment for microfinance of this group is much less 
conducive than that of Cambodia, Pakistan, and Philippines. In PNG, there is no 
separate legal and regulatory framework for the microfinance sector. Like commercial 
banks, licensed micro banks are regulated and supervised by the Bank of PNG under 
the Banks and Financial Institutions Act.40 Savings and loan societies are supervised 
under the Savings and Loan Society Act. They are however under the regulatory 
authority of the Bank of PNG. In Uzbekistan, the microfinance sector is one of 
overregulation on one hand and underdevelopment and fragmentation on the other.41

 

 
There is a lack of incentives for increasing access to microfinance services through the 
private sector and a lack of diversification of financing sources, especially for 
microcredit organizations. In Viet Nam, the slow progress in issuing licenses to MFIs is 
symptomatic of the central bank’s weak capacity for assessing regulatory compliance 
and supervising microfinance operations. In the said Economist Intelligence Unit 2011, 
Viet Nam ranked 48th in the category of regulatory framework and practices, and at the 
bottom in terms of the supporting institutional framework. 

74. Table 8 shows the scale and outreach by MFIs over the period 2000–2010 in 
these countries.   
 

Table 8: Scale and Outreach 
Indicator Year CAM PAK PNG PHI UZB VIE 
Number of 
MFIsa 

2000 5 1 2 8 … 1 
2005 14 19 2 64 9 9 
2010 54 31 2 45 35 18 

Total Assets 
($ million) 

2000 31 10 … 27 5 2 
2005 184 236 13 361 82 1,290 
2010 1,653 330 42 920 517 4,798 

Gross Loan 
Portfolio 
($ million) 

2000 25 7 … 19 … 2 
2005 149 110 1 231 5 1,103 
2010 1,184 412 10 632 150 4,651 

Active 
Borrowers  
('000) 

2000 175 3 … 118 na 23 
2005 494 685 3 1,293 30 4,248 
2010 1,287 2,060 5 2,965 97 8,463 

… = data not available, CAM = Cambodia, MFI = microfinance institutions, PAK = Pakistan, PNG = Papua 
New Guinea, PHI = Philippines, UZB = Uzbekistan, VIE = Viet Nam. 
a Includes only those MFIs that have data for assets, gross loan portfolio, and active borrowers reported to the 
MIX Market. 
Sources: The data were compiled from the MIX Market of reporting MFIs. The National Bank of Cambodia, 
Pakistan Microfinance Network, and Central Bank of Uzbekistan also provided additional data. 

 

                                                
40  An exception is the capital requirement for microbanks set by the Bank of PNG at K1.5 million.  
41  Microcredit organizations and credit unions are overregulated in that they are subjected to burdensome 

and complicated regulatory requirements. Microcredit organizations are subjected to restrictions on 
sources of funds and development of new products, burdensome reporting and documentation 
requirements, complicated branching requirements, etc. and are supervised on a regular basis even though 
they are at an early stage and are very small institutions that do not pose financial risks of any significance 
to financial stability. Credit unions are subjected to daily reporting requirements and monitoring by the 
Central Bank and burdensome requirements for opening branches. The microfinance sector is 
underdeveloped in that it is small and not diversified in terms of institutions, products, and services, and 
there is a lack of apex and support institutions. The sector is fragmented in that there is distortion in the 
market due to the dominant role of the state-owned Mikrokreditbank, which lends at subsidized rates. 
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75. All the six countries experienced sector growth in terms of total assets, loan 
portfolio, and number of active borrowers. Viet Nam, where the government 
dominates, had by far the largest sector in terms of total assets, gross loan portfolio, 
and number of active borrowers. The growth was driven to a large extent by the direct 
participation of the government in the delivery of financial services. In contrast, 
Cambodia, Pakistan, and Philippines experienced rapid growth in assets, loan portfolio, 
and borrowers, mainly due to more conducive policy and regulatory environments that 
promote the development of the sector. PNG and Uzbekistan also experienced sector 
growth, but the scale of the loan portfolio and the number of borrowers were far from 
the levels of the other four countries. In these two countries, the sector is relatively 
small and still at an early stage of development. 

 
76. Penetration rates compare active borrowers against a potential client base of 
the population living below the international poverty line of $1.25 per day.42

 

  Against 
this metric, Viet Nam had the highest penetration rate at 75% in 2010 (Table 9). 
Despite the growth in outreach and microfinance providers in Cambodia and 
Philippines, penetration rates were only 32% and 14%, respectively. Penetration rates 
for Pakistan, PNG, and Uzbekistan were low at single digit levels. The penetration rate 
in PNG was particularly low because the market was savings led whereby the demand 
for deposits outweighed the demand for borrowing. 

Table 9: Penetration of Microfinance (End-2010) 

Country 

Total 
Population 

(million) 
(a) 

Poor 
Population 
(million) 

(b)a 

Total 
Borrowers 
(million) 

(c)b 

Penetration Rates 
(percent) 

(c)/(a) (c)/(b) 
Cambodia 14.3 4.0 1.300 9.1 32.1 
Pakistan 166.5 37.6 2.000 1.2 5.3 
Papua New Guinea 6.5 2.3 0.005 0.1 0.2 
Philippines 94.1 21.3 3.000 3.2 14.1 
Uzbekistan 28.5 7.4 0.096 0.3 1.3 
Vietnam 86.5 11.3 8.500 9.8 75.0 
a  Definition of poor based on the World Bank‘s international poverty line of $1.25 per day. Data were 

taken from World Bank, World Development Indicators. 
b  Number of borrowers as reported by microfinance institutions to the MIX Market. 
Sources: MIX Market data. Asian Development Bank Key Indicators. World Bank, World Development 
Indicators. 

 
77. In sum, Viet Nam leads the six countries in scale and outreach and also in terms 
of penetration. However, this was achieved with heavy subsidies to the state-owned 
Viet Nam Bank for Social Policy, which dominated the market. Cambodia, Pakistan, and 
Philippines, despite their well-established policy and regulatory frameworks, were far 
from the scale and outreach of Viet Nam. However, the microfinance industry in these 
countries is commercially oriented, offering more diverse products and services to 
clients with more licensed or formal institutions operating in the market.  
 

2. ADB Portfolio Profile   
 
78. ADB support to the six case countries affects MFI performance mainly through 
three channels: (i) the policy and regulatory environment that promotes growth and 

                                                
42 While the penetration rate compares the number of active microfinance borrowers with the potential client 

base of people living below the international poverty line of $1.25 per day, it does not necessarily mean or 
assume that all microfinance borrowers are poor.  
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development of the sector, (ii) capacity development of MFIs mainly through TA and 
grants, and (iii) onlending funds to stimulate microfinance lending.  
 
79. Tables A6.1–A6.2 in Appendix 6 show ADB support in the six case countries. 
During 2000–2010, ADB support to these countries amounted to $916 million or nearly 
33% of ADB’s total microfinance portfolio. Program and sector development loans 
comprised the largest amount among the modalities of assistance at $660 million, 
while grants and TA operations were the smallest at $18 million. Pakistan received the 
largest amount of assistance of $488.9 million or 53% of the total of the six countries. 
This was due mainly to two loans amounting to $470 million for sector development, 
approved in 2000 and 2006. The Philippines had the second largest share of 19% 
among the six countries in the amount of $173 million, of which $150 million was a 
sector development program loan approved in 2005. These two countries received the 
major share of the assistance among the six countries due to their relatively large 
program loans, which covered comprehensive policy reforms and capacity development 
for the sector. Viet Nam, accounting for nearly 10% of the total assistance to the six 
countries, was assisted in the amount of $88 million for one project loan, one grant, 
two TA operations, and one project with a microfinance component. Uzbekistan was 
provided with $71 million or 8% of the total assistance to the six countries for two 
project loans and one TA. Cambodia received $65 million in assistance for one project 
loan, one program loan, one grant, one TA, and one project with a microfinance 
component.43

  

 PNG received the lowest amount of $30 million or only 3% of the total 
assistance to the six countries due to its relatively small overall financial system. 

80. Projects in the six countries were formulated in line with ADB’s country 
partnership strategies (CPSs). In Cambodia, ADB played a major role in assisting the 
government in formulating the blueprint for financial sector development. 
Microfinance was integrated in the overall financial sector program of Cambodia’s 
Second Financial Sector Program. 44

 

 Under this program, support was provided to 
strengthen regulation and supervision of MFIs and to improve outreach in the context 
of overall financial sector reforms. In Pakistan, ADB supported the government’s efforts 
to reduce poverty and build a more inclusive and efficient financial sector. There was 
lack of stated policy, legal, and regulatory frameworks for microfinance; few MFIs 
operating; and absence of a mechanism to integrate social capital formation with 
microfinance services. To respond to these issues, a sector development program and a 
follow-up program loan were approved by ADB to provide support for a reform 
program for microfinance, an investment to provide microfinance services to the poor, 
institutional strengthening, and promotion of technology to achieve wider outreach of 
microfinance services. In the Philippines, support for microfinance formed part of ADB’s 
CPS, particularly in the government’s efforts to achieve the Millennium Development 
Goals. In line with this, the program loan modality was used to address systemic 
weaknesses in the microfinance sector, including reforms to enhance the enabling 
policy and regulatory environment and to remove regulatory impediments and policy 
distortions.  

81. In PNG, microfinance formed part of ADB’s strategy for financial sector 
development and an increased role of the private sector. Two project loans were 
approved by ADB to develop the microfinance industry through capacity development 
of participating institutions, providing appropriate regulation and supervision for MFIs, 

                                                
43 The total loan amount approved for Cambodia’s Second Financial Sector Program was $40 million. 

Integrated in the overall financial sector program was strengthening the regulation and supervision of 
MFIs and improving their outreach. 

44  See Table A1.1 in Appendix 1 for the details of ADB support in Cambodia. 
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product development, financial literacy, and establishment of a risk-sharing facility to 
increase lending to microenterprises. In Uzbekistan and Viet Nam, projects with credit 
lines were provided to meet unmet demand for credit. ADB support to Uzbekistan was 
in response to the issues of unmet credit demand for micro and small enterprises 
(MSEs), lack of institutional capacity, and need for an effective regulatory framework 
for SCUs. In Viet Nam, ADB’s CPS supported the government’s strategy on poverty 
reduction and rural development. The project with credit line was to address the lack of 
fund resources and paucity of medium and long-term capital for rural households and 
micro and small-scale businesses.45

 
  

82. Projects with microfinance components were also part of ADB’s support in four 
of the six countries.46

  

 This modality was used because credit was viewed as a binding 
constraint for target groups in larger projects such as those in agriculture and rural 
development. TA and grants were used in various ways as accompanying and stand-
alone to assist the governments in developing policy and regulatory frameworks, 
developing institutional capacity, and creating new microfinance products and services.  

3. Key Survey Findings 
 

83. The data used in this section were collected in the six case countries based on: 
(i) an institutional survey of 56 microfinance providers (e.g., banks, licensed MFIs, credit 
cooperatives, and microfinance NGOs), (ii) a survey of 608 microfinance clients, and (iii) 
semistructured interviews with branch managers. Tables A6.3–A6.5 in Appendix 6 
present details of these data sources. 
 

a. Portfolio and Outreach 
 
84. Steady growth in loan portfolio, savings, and number of clients. Figure 3 shows 
that MFIs in the six countries steadily grew their loan and savings portfolios and 
outreach during 2000–2010. Except for a slight dip in the loan portfolio in 2009 that 
resulted primarily from the drop of Pakistan’s loans outstanding, there was a general 
steeper rise in the overall loans outstanding since about 2006–2007, indicating a take-
off in the sector performance around the time.47 This came mostly from Cambodia, 
Pakistan, and Philippines, where there were significant developments in the policy and 
regulatory environment that led to the entry of more institutions in the market and the 
transformation of NGOs into formal financial institutions. In Uzbekistan, the 
microcredit organizations entered the market, and SCUs continued to grow rapidly. The 
scale of the portfolio is smallest in PNG on account of its small microfinance sector.48

                                                
45  While this may be valid in view of the identified constraints, it is not consistent with the emphasis of the 

MDS and with the long-term need to develop institutions and regulatory frameworks for sustainable 
microfinance systems. 

 As 
regards women’s participation, the percent of female clients in the six countries 
dropped from nearly 90% in 2000 to around 75% in 2006 and 69% in 2010, with an 

46  The four countries were Cambodia, Pakistan, Philippines, and Viet Nam. The microfinance components of 
these projects consist of a credit for microfinance to improve the quality of life in particular target areas, 
usually where there is high incidence of poverty or for intended groups such as women’s groups or 
farmers’ self-help associations. 

47 The State Bank of Pakistan explained the drop in the loans outstanding as due to limited funding sources 
for expansion and the slowdown in lending by MFIs to avoid risks associated with over borrowing. State 
Bank of Pakistan. 2011. Strategic Framework for Sustainable Microfinance in Pakistan. Karachi. 

48  Nationwide Microbank, PNG Microfinance, and Kokopo Microfinance Ltd. are the only three licensed 
microbanks in PNG. In addition, there are savings and loan societies that also provide microfinance 
services. Seven institutions participated in the institutional and client surveys conducted for this study. 
However, only Nationwide Microbank provided institutional financial data. See details in Appendix 6, Table 
A6.4. 
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average of 74% during 2000–2010. 49  The drop in the percentage of women’s 
participation was attributed mainly to the individual loan products targeting male 
clients in the Philippines and Pakistan. Increased commercialization and competition in 
the sector forced microfinance providers in these countries to develop new products 
and expand their outreach to other market segments, including male clients with 
businesses relatively larger than those of women. Overall, Viet Nam led the six countries 
maintaining consistently more than 90% female borrowers due to the extensive 
network of mass organizations such as the Viet Nam Women’s Union that MFIs worked 
with to expand outreach.50

 

 

b. Products and Services 
 
85. Countries with integrated microfinance had more diverse products and 
services. Table A6.6 in Appendix 6 shows the products and services that sample clients 
used. Among the seven products and services the respondents reported using, credit 
products stand out as the product that was used by all clients in all the six countries. In 
countries with market-oriented microfinance operations, more diverse products and 
services are offered to microfinance clients. For example, Pakistan and Philippines have 
more diverse products used by clients than Uzbekistan and Viet Nam. In the Philippines, 
all of the client respondents used savings services, and a significant share of these 
respondents also used microinsurance, mutual benefit funds, and money transfer 
services. In Pakistan, other services were used except for property insurance. In 
Uzbekistan, only a minuscule number of the respondents used savings and 

                                                
49  Based on data provided by 56 sample microfinance providers in the six case countries.  
50  Nguyen, B. T. and R. Vogel. 2011. Rural and Microfinance in the Lower Mekong Region: Policies, 

Institutions and Market Outcomes. Manila: Asian Development Bank.  

Figure 3: Loans, Savings, and Number of Active Clients 
 

 
Source: Independent Evaluation Department surveys conducted for this study. 
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Figure 4: Overall Average Loan Size of Sample Clients in Six Countries ($) 

 
Source: Independent Evaluation Department surveys conducted for this study. 

 
 
 

microinsurance, and none for mutual benefit funds. A significant proportion of clients 
in Uzbekistan availed of remittance, money transfer, and property insurance services, 
but these client respondents were mainly small enterprises that required relatively 
larger loans with collateral, which means that they were in a position to access other 
financial services.51

 

 In Viet Nam, only microinsurance had a significant share in other 
services used by respondents.  

86. Average loan size increased over time. Figure 4 displays the averages of the 
minimum, mean, and maximum loan sizes received during 2009–2011 by the survey 
client respondents in the six case countries. There was an increase in the average loan 
size of sample clients over time (the right-hand panel of Figure 4). Of the six countries, 
Uzbekistan stood out, with the largest average loan size due to the participation of 
commercial banks in the market. 52  These banks lend mainly to small and medium 
enterprises, with loan sizes typically larger than those of microcredit organizations and 
SCUs. Viet Nam’s average loan sizes were also large at more than $2,000 during the 3-
year period due to housing loans granted by the People’s Credit Funds (PCFs) and to 
rural enterprise loans granted by the Viet Nam Bank for Agriculture and Rural 
Development (VBARD).53

 

 Average loan sizes in Cambodia and PNG were somewhere in 
the middle among the six countries, crossing the $1,000 mark during the 3-year period. 
Pakistan and Philippines maintained average loan sizes below $500 during the 3-year 
period, indicating relatively more poverty-focused operations. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

c. Financial Performance of Microfinance Providers 
 
87. Table 10 presents the aggregate of key financial performance indicators of 
sample microfinance providers surveyed in the case countries during 2000–2010. 
Details for each country are in Appendix 6, Table A6.7. 
 
 

                                                
51  In Uzbekistan, loans from banks and microcredit organizations require collateral. 
52  In Uzbekistan, these banks are considered financial providers in the microfinance market. 
53  The Viet Nam Bank for Agriculture and Rural Development was included in the client survey because it was 

a participating financial institution in the ADB-funded Rural Enterprise Finance Project (Loan 1802). 
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Table 10: Financial Performance Indicators – Survey Findings  
(Weighted Averages, Percent) 

Year 

Key Financial Ratio 

PAR OER OSS FSS 
2000 5.7 … … … 

2001 4.5 3.0 142.5 107.3 

2002 4.6 2.6 107.5 100.2 

2003 2.7 2.6 81.8 80.4 

2004 3.5 2.6 87.1 84.5 

2005 1.7 2.6 85.7 84.4 

2006 1.4 27.8 112.2 96.8 

2007 1.3 6.7 113.1 107.9 

2008 3.7 6.8 103.1 95.6 

2009 9.5 7.5 103.2 99.9 

2010 6.9 14.0 104.2 99.5 

Average 5.6 5.5 102.0 99.0 
… = data not available, FSS = financial self-sufficiency, OER = operating expense ratio, 
OSS = operational self-sufficiency, PAR = portfolio at risk. 
Source: Independent Evaluation Department surveys conducted for this study. 

 
88. Portfolio quality of sampled microfinance institutions was generally good but 
unstable. On average, the portfolio quality measured by the PAR > 30 days was below 
5% most of the time during 2000–2010, and the period’s average was 5.6%.54

 

 The 
overall quality of the portfolio was particularly high during 2005–2007, with PAR below 
2%. However, it started to rise in 2008, presumably due to the global financial crisis 
and the growing indebtedness of borrowers observed across developing economies in 
the region.  

89. Detailed country data are in Appendix 6, Table A6.7. Of the six countries, only 
the sample MFIs in Viet Nam were consistent in maintaining high portfolio quality, with 
PAR less than 2% during 2000–2010. Uzbekistan also demonstrated a high-quality 
portfolio except in 2004, when PAR was 9% on account of the loans past due of one 
commercial bank. Cambodia likewise maintained high portfolio quality except in 2009, 
when PAR reached 4%, and in 2010, when PAR was above 2%, presumably due to the 
effects of the global financial crisis.55 Pakistan displayed a generally improving trend 
until 2007. The PAR then rose to 5.9% in 2008 and 23.6% in 2009, and then dropped 
to 16% in 2010. The economic situation in Pakistan was difficult for the microfinance 
industry during 2009–2010 because of the security situation, inflation, food security, 
and flood diverted a large part of household funds towards consumption. Also, internal 
controls of MFIs were not able to keep up with the rapid growth in portfolio, resulting 
in deterioration of portfolio quality. 56

                                                
54 Portfolio at risk (PAR) is defined as the outstanding principal balance of all loans past due more than 30 

days divided by the outstanding principal balance of all loans. The following benchmark for PAR was used 
to assess the portfolio quality of MFIs in the six countries: Very good = PAR < 2%; Good = PAR ≥ 2% - 
5%; and Poor = PAR > 5%. 

 The Philippines demonstrated an improving 
trend, posting good portfolio quality starting in 2002. PNG had poor quality of 

55 The National Bank of Cambodia Annual Report 2010 reports that nonperforming loans in the microfinance 
sector rose to 2.8% due to the impact of the global financial crisis. However, in 2010 the overall ratio 
dropped to 1.20%. 

56 Pakistan Microfinance Network. 2011. Microfinance Industry Report 2010. Islamabad, Pakistan. 
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portfolio because the industry is new and capacities are not yet fully developed to 
respond effectively to delinquency issues.  

 
90. Sample microfinance institutions showed mixed results in efficiency. In terms of 
the efficiency of operations, on average the sample MFIs were operating efficiently. 
During 2000–2010, the average operating expense ratio (OER) was 5.5%, indicating 
highly efficient operations.57

 

 Viet Nam had the most cost-efficient operation at less 
than 6% throughout the period. Uzbekistan also demonstrated highly efficient 
operation of less than 20% OER from 2005 to 2010. Both Uzbekistan and Viet Nam had 
heavy government intervention in the microfinance market. Cambodia and Pakistan 
showed general improvements from inefficient operation in the early 2000s to efficient 
operation in the late 2000s. In the Philippines, operations were inefficient as indicated 
by an average OER of 44% for 2000–2010, due to high operating costs. PNG had the 
most inefficient operation of 63% average OER, because microfinance providers had to 
maintain high operational costs caused by low demand for loans and the high cost of 
delivering services to clients due to poor infrastructure and low population density.  

91. Sample microfinance institutions showed mixed results in sustainability. OSS 
and financial self-sufficiency (FSS) are the two most commonly used measurements of 
sustainability. OSS indicates whether revenues from operations are sufficient to cover 
all expenses.58 The break-even point is 100%. FSS measures not only the MFI’s ability to 
cover operating costs but also its ability to maintain the value of its equity relative to 
inflation and to operate and expand without subsidies.59

 

 Financially self-sufficient MFIs 
have FSS ratios of greater than 100%. Table 10 shows that, on average, the sample 
MFIs in the six countries crossed the 100% mark, with the average OSS at 102% for 
2000–2010. On the other hand, the aggregate FSS for the six countries crossed over 
100% only in 2001, 2002, and 2007, and the period’s average was 99%. 

92. Detailed country data are in Table A6.7, Appendix 6. Cambodia and Philippines 
performed well, maintaining an OSS of more than 100% for all years. Viet Nam showed 
an upward trend since 2003, crossing the 100% mark starting in 2006.60 In Pakistan a 
downward trend was experienced by MFIs, with OSS falling below 100% starting in 
2008. In PNG, OSS fell below 100% in 2010. In Uzbekistan, sample MFIs on the whole 
were operating below the 100% break-even point. Regarding FSS, sample MFIs in 
Cambodia, Philippines, and Viet Nam were generally able to achieve FSS. Pakistan 
lagged behind, with FSS below 100% for most years. This was mainly due to the MFIs’ 
heavy reliance on subsidized debt and a high inflation rate, particularly in the late 
2000s, which constrained the expansion of loan portfolios necessary to meet the large 
demand for loans.61

                                                
57 The operating expense ratio (OER) is a commonly used indicator for measuring the cost efficiency of an 

MFI, defined as operating expense divided by average gross loan portfolio. The following benchmark was 
used to assess efficiency of the sample MFIs: Highly efficient = OER ≤25%; Efficient = OER>25% to 35%; 
Inefficient = OER >35%. Subsidies and/or donations for personnel and operating expenses were taken into 
consideration by adjusting the financial statements of MFIs to reflect the true cost of operations.  

 Overdependence on external funds was a key issue, but this was 

58 OSS measures how well an MFI can cover its costs through operating revenues. OSS = Financial 
Revenue/(Financial Expense + Impairment Losses on Loans + Operating Expenses). 

59 Financial self-sufficiency (FSS) measures how well an MFI can cover its costs, taking into account 
adjustments to operating revenues and expenses. FSS = Adjusted Financial Revenue/(Adjusted Financial 
Expense + Adjusted Impairment Losses on Loans + Adjusted Operating Expense). Adjustments are for 
subsidies and inflation. 

60 The Viet Nam Bank for Social Policy did not submit financial data and therefore was excluded from 
calculation of the ratio. 

61 In 2008, only 6% of estimated demand was being met based on data from the Pakistan Microfinance 
Network. 
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not adequately addressed in the program for Pakistan. 62

 

 In PNG, data were not 
available until 2007, when FSS was almost 140%, which then gradually dropped to 
72% in 2010, mainly due to difficulty in generating sufficient revenues from loans. In 
Uzbekistan, the aggregate FSS for all years was below 100% on account of microcredit 
organizations that had limited source of funds and credit unions that had high financial 
expenses due to high interest rates paid on deposits.  

d. Social Performance of Microfinance Providers 
 

93. Few microfinance institutions measured poverty levels of their clients at their 
first loans or tracked the changes. Table 11 shows that 60% of the MFIs surveyed 
aimed to target their services to poor and low-income households, while the other 40% 
reported having no specific focus on the poverty level of clients.63

 

 The table also shows 
that about 38% of the respondent MFIs did measure the poverty level of their new 
clients, and about 42% did track changes in poverty levels of their clients. Among the 
countries, Pakistani MFIs appeared to be the best in targeting poor and low-income 
clients, and 90% of them both measured entering poverty levels and tracked changes. 
Philippines and Viet Nam also had the most sample MFIs aiming to reach poor and low-
income households. The respondent MFIs in the Philippines were better at measuring 
entering poverty levels but less attentive in following up poverty changes. In contrast, 
fewer than one third of MFIs in Viet Nam measured entering poverty levels, but the 
majority of them (70%) tracked changes. The least poverty-targeting MFIs were in 
Uzbekistan, where most MFIs had no specific poverty target and did not measure nor 
track poverty levels of their clients. The MFIs in Cambodia and PNG also appeared to be 
not focusing on poor clients.  

Table 11: Poverty Assessment of Clients 
 Item CAM PAK PNG PHI UZB VIE All 
Percent of sample institutions that aim to reach poor and low-income clients 

 45.5 100.0 50.0 90.0 15.4 100.0 60.0 

Percent of sample institutions that measure the poverty level of entering clients 

 18.2 90.0 16.7 70.0 7.7 30.0 38.3 

Of the institutions that measure poverty at entry, percent that track changes in poverty 
levels  

 18.2 90.0 0.0 30.0 7.7 100.0 41.7 
CAM = Cambodia, MFI = microfinance institution, PAK = Pakistan, PNG = Papua New Guinea, PHI = 
Philippines, UZB = Uzbekistan, VIE = Viet Nam. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team calculations 
based on the surveys conducted for this study. 

 
94. Most clients served were not poor. Table 12 shows the actual poverty outreach 
from the client survey in the six countries. Overall, the sample MFIs performed poorly in 
reaching the poor, and most clients were not poor. Only 8.6% of the sample clients 
from the six countries were below $1.25 per capita income per day, and 22% were 
below $2 per capita income per day. Viet Nam was highest at 22% and 49%, 
respectively, followed by Cambodia, while Uzbekistan had no clients that were below 
these international poverty thresholds. Data from the Global Financial Inclusion (Global 
Findex) database show a low percentage of the poorest income quintile in the six case 
countries that have an account at a formal financial institution (Table 12). Cambodia 

                                                
62 ADB. 2009. Program Completion Report: Improving Access to Financial Services Program in Pakistan. 

Manila. 
63 MFIs that measure or monitor poverty levels of clients use different methods in defining poverty. The 

methods range from those that are benchmarked to a poverty line (e.g., per capita household income and 
expenditure) to those that are not benchmarked to a poverty line (e.g., means test, housing index, etc.). 
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had none of the poorest quintile owning an account. In Pakistan, Philippines, and Viet 
Nam, the percentage was 6% or below. Uzbekistan had the highest at 15%. These data 
indicate that the vast majority of the poor in these countries do not have access to 
formal bank accounts.  

 
Table 12: Percentage of Sample Clients Below the Poverty Level 

Poverty Level CAM PAK PNG PHI UZB VIE Total 
$1.25 per day  15.0 7.0 4.0 3.7 0.0 22.0 8.6 
$2 per day 46.0 23.0 4.0 10.2 0.0 49.0 21.9 
Poorest income 

quintile with an 
accounta (%) 

0.0 5.0 … 4.0 15.0 6.0 … 

… = data not available, CAM = Cambodia, PAK = Pakistan, PNG = Papua New Guinea, PHI = Philippines, UZB 
= Uzbekistan, VIE = Viet Nam. 
a Global Findex database 2012. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team calculations based on 
the surveys conducted for this study.  
 
D. Chapter Summary  
 
95. ADB support for policy reforms to integrate microfinance into the formal 
financial system had mixed results. Aggregate data indicate that there is no significant 
difference in sector performance between countries with ADB projects supporting 
policy and regulatory reforms and those that did not receive policy reform projects. 
When looking at individual country experiences, support was effective in Cambodia, 
Pakistan, Philippines, and Tajikistan, where efforts and notable improvements in the 
policy, legal, regulatory, and supervisory frameworks were achieved.  
 
96. Growth in outreach and sustainability provides evidence that MFI capacity was 
strengthened in Cambodia, Philippines, and Tajikistan. However, improvements in 
service capacity and institutional strength generally were not realized in other 
countries, where most MFIs were not financially sustainable at project or program 
completion.  
 
97. ADB’s support for pro-poor innovative programs and financial technology was 
limited. Development of products for the poor beyond traditional credit was supported 
in Cambodia, Philippines, Sri Lanka, and Tajikistan. The support laid the groundwork for 
the expansion of savings and microinsurance products and services through the 
development of appropriate regulatory frameworks and support for product 
development. The survey in six countries showed that sample client respondents had 
regular access to credit but had limited access to other services such as deposit services, 
money transfer, remittance, and microinsurance. 
 
98. ADB’s support for developing the financial infrastructure and social 
intermediation lagged behind the other areas of the MDS’s strategic focus. While 
advances were made in the legal and regulatory frameworks of countries, few 
interventions aimed at development market infrastructure. As regards social 
intermediation, ADB support was concentrated mostly on building sustainable financial 
systems and less on developing capacity for the poor to access and use financial 
services. By and large, microfinance had become an industry in many countries, but 
little attention was given to financial literacy of the poor, consumer protection, or 
accountability to customers.  
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99. The survey in the six case countries showed mixed financial performance of the 
sample MFIs. The quality of the portfolio measured by PAR (>30 days) was generally 
good except for Pakistan and PNG in 2009–2010. Operations were efficient except for 
PNG and Philippines. As regards financial sustainability, the sample MFIs in Pakistan, 
PNG, and Uzbekistan struggled to achieve FSS. The sample MFIs in Cambodia, 
Philippines, and Viet Nam performed better in achieving FSS. 
 
100. Improvements in the policy environment and commercialization of 
microfinance had not resulted in greater and deeper outreach to the poor. The average 
penetration among countries with ADB support remained low at nearly 20% at the end 
of 2011. Further, there is no clear evidence that ADB interventions reached poor 
households. The client 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.  
  
101. The MDS was well thought out at the time it was formulated, and its five areas 
of strategic focus remain relevant. However, the MDS needs refinement to account for 
recent developments and opportunities. Moving forward, ADB support for 
microfinance needs to be aligned with Strategy 2020, recent market developments, and 
the FSOP 2011. Financial services for poor and low-income households should be 
market driven and client responsive. There is a need to focus more on clients (demand 
side), particularly in developing their capacity to access and use financial services and in 
protecting them from harmful practices. Financial market infrastructure development 
remains even more relevant in view of the need to deepen and broaden financial 
services to the poor. Support for the policy environment and institutional strengthening 
will remain areas of concern in DMCs and will continue to be relevant to the 
development of the sector. In recent years, technology has changed, and the use of 
technology-based solutions offers tremendous opportunity for advancing financial 
inclusion. The updated strategy needs to take these into account.  



 

CHAPTER 4  

Client Welfare Impact 
 
 
 
 

A. Introduction 
 
102. Despite the rapid rise of microfinance in the past three decades and the fact 
that provision of small loans to the poor is often considered an effective poverty-
reducing instrument, there is little hard evidence that microfinance really improves 
client welfare. The evolution of the literature on microfinance impacts from generally 
positive results to more skeptical views largely reflects improvements in impact 
evaluation methodology and the quality of data used for analysis. More recently, 
randomized controlled trials, application of advanced quasi-experimental methods to 
carefully designed data sets, and some natural experiments have enhanced the general 
knowledge on microfinance impacts. Nevertheless, the literature on the welfare impact 
of microfinance remains largely inconclusive.64

 

 A detailed review of the literature on 
microfinance impacts relevant to this study is provided in Appendix 7. 

103. This chapter presents the key findings of two impact evaluations conducted for 
this study to assess the degree to which ADB’s microfinance interventions improved the 
well-being of microfinance users. The evaluations were based on two completed 
projects, the Microfinance Sector Development Program (Loan 1805 and Loan 1806) for 
Pakistan and the Rural Enterprise Finance Project (Loan 1802) for Viet Nam.65

 

 Client 
welfare impacts were measured through outcome indicators in six categories: (i) 
household standard of living, (ii) household enterprises, (iii) labor force participation, 
(iv) household risk-coping, (v) education of school-age children, and (vi) health 
expenditures and health indicators of preschool children. The estimation was based on 
samples of about 2,000 microfinance clients and nonclients in each study country. The 
impact on each of the outcome indicators was estimated by control function regression 
with 11 household-level controls and location dummy variables. In addition to direct 
effects, the evaluations also estimated spillover effects on nonclients. 

104. These are ex-post impact evaluations based on household survey data collected 
after project completion. We used econometric methods to control for potential biases 
due to differences in observables among borrowers and nonborrowers. To control for 
differences in unobservable characteristics, we used incoming clients in planned 
expansion areas of microfinance providers as comparison households for Pakistan. 
However, the concerned microfinance providers in Viet Nam did not have planned 
expansion areas, so that element of the sampling design could not be implemented in 

                                                
64 K. Odell. 2010. Measuring the Impact of Microfinance. Taking Another Look. Grameen Foundation USA. 

Washington, DC. 
65 ADB. 2000. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the 

Islamic Republic of Pakistan for the Microfinance Sector Development Program. Manila; ADB. 2000. Report 
and Recommendation of the President to the Board of Directors: Proposed Loan and Technical Assistance 
Grant to the Socialist Republic of Viet Nam for the Rural Enterprise Finance Project. Manila. 
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the Viet Nam case. The impact estimates for Viet Nam therefore may have some biases 
due to unobservables.66

 
 

1. Microfinance Sector Development Program for Pakistan  
 
105. The MSDP was approved in December 2000 and completed in June 2008. Its 
objective was poverty reduction through developing the microfinance sector to provide 
financial and social services to the poor. More specifically, the program envisaged a 
significant poverty reduction impact by increasing incomes of poor households; 
enhancing outreach, especially to women; building social capital; and reducing risks 
faced by the poor.67

 

 The MSDP included a program loan (Loan 1805-PAK, $70 million) 
to support policy reforms and institutional strengthening for microfinance, and an 
investment loan (Loan 1806-PAK, $80 million) to leverage the policy reforms and 
provide resources for poverty reduction through income-generating subprojects among 
the poor. The investment loan supported in particular MFI outreach expansion through 
a credit line for onlending for income-generating activities, among others.   

106. The PCR on the MSDP’s program loan reported that the loan accomplished its 
four objectives in the establishment of the enabling policy environment, issuance of 
and capacity development for microfinance regulation, establishment of additional 
microfinance banks, and creation of funds for microfinance.68 Regarding the program’s 
impact, the report noted that empirical evidence was inconclusive on whether the 
program’s lending component had any effect in increasing household income and 
reducing poverty, because of the lack of systematic survey data. The PCR on the MSDP’s 
investment loan reported the provision of a $74.2 million credit line to Khushhali Bank 
for microfinance outreach and $8.9 million for institutional strengthening.69  The report 
recorded that as of end-2007, the Khushhali Bank had 283,965 active borrowers 
(against 560,000 targeted) and no savings deposits (against 20% target of loan 
portfolio). The branch network expanded and staff increased beyond the plan, 113 
versus 34 and 1,865 versus 1,506, respectively. Regarding the project impact, the 
report cited the impact study by Montgomery (2005), showing positive welfare impacts 
on the project participants in terms of monetary and social indicators and 
employment.70 Overall, the project was rated partly successful, and this assessment was 
confirmed by IED’s validation report.71

 
 

2. Rural Enterprise Finance Project for Viet Nam  
 
107. The REFP loan for Viet Nam was approved in November 2000 and completed in 
November 2007. Its objective was to reduce poverty and promote investments in rural 

                                                
66 The SES planned an impact evaluation using the financial sector program loans in Cambodia, as a case for 

the program lending approach. However, the local survey team could not meet the deadline for data 
submission, and the impact evaluation was cancelled. 

67 ADB. 2000. Report and Recommendation of the President to the Board of Directors: Proposed Loans to the 
Islamic Republic of Pakistan for the Microfinance Sector Development Program. Manila. 

68 ADB. 2008. Program Completion Report. Microfinance Sector Development Program in Pakistan. Manila 
(Loan 1805-PAK). 

69 Footnote 12 of ADB. 2008. Project Completion Report. Microfinance Sector Development Project in 
Pakistan. Manila (Loan 1806-PAK). The excess in disbursement was attributable to the depreciation of the 
dollar against the SDR between 2003 and 2007. 

70 Montgomery, H. 2005. Meeting the Double-Bottom Line–Impact of Khushhali Bank’s Microfinance 
Program in Pakistan. ADB Institute. Tokyo. 

71 IED. 2010. Validation Report: Microfinance Sector Development Program (Project Loan) in Pakistan. Manila: 
ADB (Loan 1806-PAK). 
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and agro-based businesses.72

 

 The project scope included (i) a credit line to VBARD to 
finance about 14,900 micro and small rural enterprises (MSEs) and 18,500 income-
generating activities of low-income households, (ii) a credit line to the Central Credit 
Fund (CCF) and PCFs for small loans to 7,500 MSEs and about 31,000 household 
businesses of low-income households, and (iii) strengthening the capacity of VBARD 
and CCF-PCFs for providing efficient and improved services to rural clients.  

108. The PCR on the REFP reported that the credit component through VBARD 
delivered loans to some 52,083 rural businesses (against 3,700 targeted), 57,712 micro 
businesses (against 11,200 targeted), and 30,967 low-income households (against 
18,500 targeted).73 The actual number of subloans substantially exceeded the target for 
each subloan category, because the actual loan sizes were much smaller than 
anticipated. The PCR further reported that the credit component delivered through 
CCF-PCFs provided small loans for household businesses to 87,875 low-income 
households (appraisal target: 31,000) and some 61,062 loans for MSEs (appraisal 
target: 7,500). Like VBARD, CCF-PCFs also substantially reduced the loan sizes, resulting 
in more micro enterprise and low-income household beneficiaries. Regarding the 
project impacts, the PCR documented that a small survey of 658 sample borrowers 
from VBARD and PCFs was conducted in 2008. The report noted that 94.8% of survey 
respondents indicated improved annual income; on average three additional jobs were 
created per each MSE loan, resulting in a total of 510,000 additional jobs created by 
the project; 65% of respondents noted improved productivity by applying new 
technologies. Overall, the PCR rated the REFP as successful, and this assessment was 
confirmed by IED’s validation report.74

 
  

3. Evaluation Methodology 
 
109. Microfinance programs have various direct and indirect effects on household 
welfare depending on program and household attributes and on the environment and 
time frame involved. Figure A8 in Appendix 8 presents a hypothetical causal chain 
analysis of microfinance effects on household welfare.  
 
110. We assessed microfinance welfare impacts based on outcome indicators in six 
categories: (i) household standard of living, (ii) household enterprises, (iii) labor force 
participation, (iv) household risk-coping, (v) education of school-age children, and (vi) 
health expenditures and health indicators of preschool children. Measures of standard 
of living included household per-capita income, household per-capita expenditure, and 
a housing quality index (HQI). 75

                                                
72  ADB. 2000. Report and Recommendation of the President to the Board of Directors: Proposed Loan and 

Technical Assistance Grant to the Socialist Republic of Viet Nam for the Rural Enterprise Finance Project. 
Manila. 

 Measures related to household enterprises included 
whether the household has at least one enterprise, the number of workers employed 
by such enterprises, the change in the number of workers employed by such enterprises 
over the study period, and the income generated by the household enterprises. 
Measures of household labor force participation were the proportions of working-age 
males and females who reported working. Measures related to household risk-coping 

73  ADB. 2008. Project Completion Report: Rural Enterprise Finance Project in Viet Nam. Manila (Loan 1802-
VIE).  

74  IED. 2012. Validation Report: Rural Enterprise Finance Project in Viet Nam. Manila: ADB (Loan 1802-VIE). 
75  HQI = housing quality index is an index of eight attributes: (i) access to potable water, (ii) access to 

electricity, (iii) having sanitary garbage disposal, (iv) having permanent walls, (v) having permanent floors, 
(vi) having a permanent roof, (vii) having a sanitary toilet, (viii) not overcrowded (i.e., not more than two 
persons per bedroom). , where ai = 1 if the house possesses attribute ai; and 0 otherwise. 
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(i.e., ability to respond to negative shocks in the short-run) included their liquid assets 
(savings) and ability to borrow. Children’s education and health outcomes constitute 
higher-level outcomes of interest. This study focused on the proportion of school-age 
boys enrolled in school, the proportion of school-age girls enrolled in school, 
household education expenses per enrolled child, household expenditures on health 
costs, and the proportions of preschool children that exceed the World Health 
Organization’s gender-specific medians of height-for-age and weight-for-age. 76

 

 
Detailed definitions of control variables and outcome measures are in Appendix 8, 
Table A8. 

111. The sampling design was driven by the fact that this was an ex-post evaluation. 
For each study country a sample of about 1,100 clients and 1,100 nonclients was 
selected.77

 

 For Pakistan, the raw data set contained 1,990 household observations, of 
which 177 were removed due to coding errors, missing values, or the presence of 
outliers. The working data set contained 1,813 observations. For Viet Nam, the raw 
data set contained 2,193 household observations, of which 23 were removed due to 
coding errors or the presence of outliers. The working data set contained 2,170 
household observations. Detailed sampling design and implementation procedures are 
in Appendix 9, and the distribution of the sample households is summarized in Tables 
A9.2–A9.3. 

112. Client welfare impacts were estimated by the regression method, augmented 
by an appropriate control function.78

 

 The detailed estimation method is presented in 
Appendix 10. In these evaluations, we were interested in three particular impacts: (i) 
ADB-funded credit effects on clients; (ii) ADB premium effects, i.e., impacts of 
borrowing from credit providers that received ADB funds compared with borrowing 
from other sources; and (iii) spillover effects of ADB funds on nonclients. 

B. Estimation Results 
 

1. Household Borrowing Characteristics  
 
113. Sample households listed the five largest loans they obtained after 1 January 
2001. Detailed household borrowing characteristics of all sample groups are in Table 
A11.1 and Table A11.2, Appendix 11, and those of the current client households of 
ADB-funded credit providers are in Table 13. For Pakistan, in terms of the loan amount, 
there seems to be no clear difference between the project period 2001–2008 and the 
subsequent period 2009–2011. The average loan was $195 for the project period and 
$170 for the subsequent period, and $206 for 2001–2011 overall. Client households 
borrowed much more post-project, 84% of loans and $42 per capita, indicating strong 
borrowing leverage after project completion. As regards loan use, more than 90% of 
loans were used for income-generating activities. Overall, about 14% of client 
households lived below the national poverty line. 
 

                                                
76 The World Health Organization Child Growth Standards. 2011. 
77 1,100 households for each of the treatment and control is recommended in the case of measuring 

proportions and no prior knowledge of the distribution, i.e., using the simple random sampling formula 
2 2 2/n z eασ= assuming maximum variance of 0.25 [0.5*(1-0.5)], z=1.96 for a 0.05 level of significance, 

and effect size e=0.03 (Lohr, S. 2010. Sampling, Design and Analysis, Second Edition. Cengage Learning 
Publishers). 

78 Rauniyar, G., A. Orbeta and G. Sugiyarto. 2011. Impact of Water Supply and Sanitation Assistance on 
Human Welfare in Rural Pakistan. Journal of Development Effectiveness, 3 (1), 62-102, 2011. 
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114. For Viet Nam, the average loan of client households was $1,972 for the project 
period, $3,349 post-project, and $3,415 for 2001–2011 overall. They also borrowed 
much more after the project, 81.5% of loans and $971 per capita, indicating strong 
borrowing leverage after project completion. As regards loan use, more than 80% of 
loans were used for income-generating activities. Overall, about 1.3% of client 
households lived below the national poverty line. Kernel density estimates of the 
income distributions of different sample groups are shown in Figure A11.1 and Figure 
A11.2 of Appendix 11.79

 
 

Table 13: Client Borrowing Characteristics 

Period 

Annual 
Average 

Household 
Income 

per Capita 
($) 

Percent 
below 
Poverty 

Line 
 

Percent of 
Loans 

Borrowed 

Average 
Loan 
($) 

Average 
Household 
Borrowing 
per Capita 

($) 

Percent 
of Loans 

Invested in 
Household 

Income-
generating 
Activities 

Pakistan 
Project period ... ... 15.90 195 9 93.33 
Post-project ... ... 84.10 170 42 96.64 
Overall 579 14.22 100.00 206 61 96.11 
Viet Nam 
Project period ... ... 18.44 1,972 137 85.45 
Post-project ... ... 81.56 3,349 971 87.40 
Overall 1,732 1.30 100.00 3,415 1,222 87.04 
… = not available.  
Notes: 
1. Amounts are nominal and US dollar equivalent, using the average exchange rate of respective period. 
2. Project period: 2001–2008 for Pakistan, 2001–2007 for Viet Nam. 
3. Post-project: 2009–2011 for Pakistan, 2008–2011 for Viet Nam. 
4. Amounts are nominal and US dollar equivalent. 
5. Household borrowing per capita = Total household borrowing over the period / Number of household 

members.  
6. Household income per capita = Sample household income per capita in local currency / Average 

exchange rate for 2011. Local currency: rupees for Pakistan and dong for Viet Nam.  
Sources: Asian Development Bank Independent Evaluation Department, Evaluation team calculations based 
on household survey data collected for this study. 
Average exchange rate for 2011 was taken from the CIA World Factbook. 
https://www.cia.gov/library/publications/the-world-factbook/geos/pk.html. (Accessed 20 June 2012). 
Exchange rates for 2001–2011 were taken from various issues of the Economist Intelligence Unit Country 
Reports https://www.eiu.com/Default.aspx. 

 
2. Household Welfare Outcomes  

 
115. Detailed estimated impacts are presented in Table A11.3 and Table A11.4, 
Appendix 11. The following discussion refers to the summary estimation results in Table 
14. 
 
116. Household standard of living. None of the study effects were found to be 
significant for Pakistan. On the other hand, for Viet Nam both ADB credit effect on 
clients and spillover effect on nonclients on household per-capita income and 
expenditure were highly significant, while impact on household assets (HQI) was found 
insignificant. The sample mean HQI in Viet Nam exceeds 0.90, so there is little scope for 
impact in that sample. For Pakistan, the sample mean HQI ranges from 0.68 to 0.75 
across the household groups, so the lack of impact cannot be attributed to lack of 

                                                
79 The kernel density estimates of annual per-capita household income were produced by STATA’s kdensity 

routine using the Epanechnikov kernel with bandwidths of 10. 

In Viet Nam, 
the average 
loan was 
$1,972 during 
the project 
period, and 
about 1.3% of 
client 
households 
lived below the 
national 
poverty line  

In Pakistan, the 
evaluation 
found no direct 
credit impacts, 
except some 
modest impacts 
on household 
savings and 
education 
expenditure per 
enrolled child. 
However, there 
were some 
modest positive 
spillover effects 
on household 
enterprise 
employment  

https://www.cia.gov/library/publications/the-world-factbook/geos/pk.html.%20(Accessed%2020%20June�
https://www.eiu.com/Default.aspx�
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scope for improvement but is rather due to the fact that more than 90% of loans were 
invested in income-generating activities and not in improving housing conditions. 
 

Table 14: Summary Estimation Results of Welfare Effects 

Outcome Indicator 

Pakistana Viet Namb 

ADB Credit 
Effect 

ADB 
Premium 

Spillover 
Effect 

ADB Credit 
Effect 

Spillover 
Effect 

Per capita income - - - *** *** 
Per capita expenditure - - - ** *** 
Housing quality index - - - - - 
Household has enterprise … … … - *** 
Household enterprise employees - - * ** *** 
Household enterprise employment 

growth 
- - * - - 

Household enterprise income - - - *** *** 
Labor force participation, men - - - - - 
Labor force participation, women - (*) - - - 
Household has savings accounts * ** - - - 
Household savings balance - - - - - 
Household used credit post-shock - - - - - 
Proportion of boys enrolled - - - - - 
Proportion of girls enrolled - - - - - 
Education expenditure per enrolled 

child 
* - - - - 

Health expenditure per capita - - - - - 
Height-for-age indicator for children 

age 0 – 5 years 
… … … - - 

Weight-for-age indicator for children 
age 0 – 5 years 

… … … ** - 

… = not estimated because 100% of sample households had household enterprises and there was no difference 
across groups, or omitted due to small sample sizes; - = not significant; * = significant at 10%; ** = significant at 
5%; *** = significant at 1%; ( ) = negative impact. 
a From Table A11.3, Appendix 11; b From Table A11.4, Appendix 11.The average loan of client households was $195 
in Pakistan and $1,972 in Viet Nam. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team estimates based on the 
household survey data collected for this study. 

 
117. Household enterprises. Given the large proportions of households in both 
samples having household enterprises (100% in Pakistan and more than 90% in Viet 
Nam) and the large proportions of loans that were obtained to support income-
generating activities (more than 90% in Pakistan and nearly 90% in Viet Nam), positive 
impacts on enterprise-related outcomes are expected. However, we found no direct 
ADB credit impacts for Pakistan, while for Viet Nam ADB credit effects were significant 
on the number of employees and household enterprise income. Spillover effects on 
nonclients were found mildly significant (at the 10% level) on household enterprise 
employees and employment growth for Pakistan, and very significant for Viet Nam. The 
difference between the two samples could be explained by the fact that Pakistani 
clients borrowed fewer and much smaller loans (528 loans per thousand clients, and 
the average loan was slightly under $200) compared with Vietnamese clients (1,189 
loans per thousand clients, and average loan of about $2,000). The Vietnamese clients 
were able to invest more significantly in household enterprises, hence creating direct 
impacts.80

 
 

                                                
80 During the later study period (2008–2011), Viet Nam’s real gross domestic product growth was roughly 

twice Pakistan’s, suggesting a more favorable environment for investment in household income-generating 
activities. 

In Viet Nam, 
the evaluation 
found positive 

direct credit 
effects on 
household 

income, 
household 
enterprise 

employment 
and income, 

health for 
children, as 

well as positive 
spillover effects 

on household 
enterprise 

employment 
and income  
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118. Labor force participation. None of the impacts on labor force participation 
outcomes were significant, except for a mild negative ADB premium for Pakistani 
women. Over 90% of working-age men in Pakistan and about 90% of both working-
age men and women in Viet Nam are working, so it is very unlikely that borrowing a 
small additional amount would further increase labor force participation for these 
groups, as evidenced by the estimated effects. On the other hand, labor force 
participation of women in Pakistan is very low, ranging around 5%–10%. The 
participating credit providers launched their operations first in areas where women's 
labor force participation was lower than in the planned expansion areas (10.4% and 
24.8%, respectively), while the comparison credit providers launched their operations 
first in areas where women's labor force participation was higher than in the planned 
expansion areas (22.2% and 6.1%, respectively). The mild negative ADB premium found 
for women's labor force participation reflects these demographic features.   
 
119. Household risk-coping. Fewer than 5% of the sample households in Pakistan 
and approximately half of the sample households in Viet Nam have savings accounts. 
Of the 15 potential impacts in this panel, only 2 are mildly significant: ADB credit 
impact (at the 10% level) and ADB premium (at the 5% level) on the proportion of 
Pakistani households having savings accounts. This result indicates no changes in the 
household risk-coping behavior.  
 
120. Education of school-age children. None of the estimated impacts on the 
proportion of boys or girls enrolled in school in either country are significant. The ADB 
credit effect is positive and mildly significant (at the 10% level) for education 
expenditure per enrolled child in Pakistan. 
 
121. Household health indicators. None of the estimated impacts on household per-
capita health expenditure was found significant. In Viet Nam, the ADB credit effect on 
weight-for-age is positive and significant. This is consistent with the possibility that the 
positive effects on household income and expenditure supported better child nutrition. 
In Pakistan some subgroups had relatively small numbers of observations on the 
children’s height-for-age and weight-for-age indicators, and application of the linear 
probability model may not yield reliable results. 
 
122. The estimated impacts are robust to expanded sets of control variables, 
including disaggregate location controls (commune dummies for Viet Nam and village 
dummies for Pakistan) and measures of total household borrowing over the 2001–2011 
period. The results also hold when financial outcomes (income, expenditure, household 
enterprise income) are defined as household totals rather than household per-capita 
variables. An alternative estimation technique (nearest-neighbor matching) yields very 
similar patterns in estimated effects.81

 
 

C. Chapter Summary  
 
123. This chapter has presented the key findings of two impact evaluations 
conducted by the evaluation team to assess the degree to which ADB microfinance 
interventions improved the well-being of microfinance users. The evaluations were 
based on two completed projects: the MSDP for Pakistan (2000–2007) and the REFP for 
Viet Nam (2000–2008). Client welfare impacts were estimated based on samples of 
                                                
81  Nearest-neighbor matching is a popular and reliable technique for estimating treatment effects. However, 

the available estimation packages implement it for a single treatment. Our data have two or three 
treatments, best handled in the multiple regression frameworks. For the robustness check, we simply 
applied nearest-neighbor matching to one treatment at a time. 

In these two 
cases, smaller 
loans did better 
in targeting the 
poor. However, 
they were less 
effective in 
producing 
welfare 
outcomes for 
the borrowers 
than larger 
loans 
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about 2,000 microfinance clients and nonclients in each study country, using the 
regression method with a control function. 
 
124. Under the Pakistan program, the average loan of client households was $195 
during the project period.  For 2001–2011, they borrowed on average $61 per capita 
with an average loan amount of $206. More than 90% of loans were used for 
household income-generating activities. Overall, about 14% of client households lived 
below the national poverty line. Under the Viet Nam program, the average loan of 
client households was $1,972 during the project period. For 2001–2011, they borrowed 
on average $1,222 per capita with an average loan amount of $3,415. More than 80% 
of loans were used for micro businesses. Overall, about 1.3% of client households lived 
below the national poverty line. 
 
125. In terms of client welfare impacts, in the Pakistan case the estimation yielded 
almost no direct credit impacts except some mild impacts on household savings and 
education expenditure per enrolled child (significant at the 10% level). The evaluation 
found some mild positive spillover effects on household enterprise employment and 
household enterprise employment growth. The Viet Nam case yielded some evidence of 
positive direct credit effects on household income, employment in household 
enterprises, household enterprise income, and a health indicator for children. The 
evaluation also found some evidence of positive spillover effects on nonclient 
households in areas served by the ADB programs in outcomes related to the loan 
purposes such as household enterprise employment and household enterprise income.  
 
126. Comparing the two cases, the estimated client welfare impacts were relatively 
more positive under the Viet Nam program, where client households were typically not 
poor and they borrowed more and much larger loans compared with their Pakistani 
counterparts. This finding points to the potential tradeoff between project targeting 
and effectiveness. In these two cases, smaller loans did better in targeting poor and 
low-income households. However, they were less effective in producing welfare 
outcomes for the borrowers than larger loans. 
 



 

CHAPTER 5  

Conclusions, Lessons, and 
Recommendations 

 
 
 
 

A. Conclusions 
 

1. Portfolio Assessment 
 

127. ADB’s microfinance operations approved during the 2000–2010 study period 
were relevant and responsive in project design and formulation. However, they were 
less than effective in achieving results. The low score for results was due mainly to the 
weak development of institutions, less-than-effective support in achieving MFI 
sustainability, and limited outreach to the poor. ADB support was focused mostly on 
addressing macro-level issues on the supply side and much less at institutional 
development and micro-issues on the demand side. These include issues associated 
with market infrastructure, microfinance commercialization, consumer protection, 
financial literacy of borrowers, social performance of microfinance providers, and 
innovative products and technology for financial inclusion. 
 
128. Of the financing modalities used, program and sector development loans 
scored highest overall on account of the improvements in the overall sector 
environment and in easing the constraints to the expansion of financial services. Project 
loans with microfinance components scored poorly in all indicators. This indicates the 
limits of credit when used as an input or tool in a package of interventions in 
nonfinancial multisectoral projects to address complex development problems. Likewise, 
providing onlending funds without adequate institutional preparation and an 
appropriate enabling environment did not produce effective results.  
 

2. Sector Performance 
 
129. The MDS provided overall guidance to ADB staff and departments involved in 
microfinance operations. It was reasonably well thought out when it was formulated. It 
spelled out the core principles of sound microfinance and defined the strategic 
directions for ADB’s microfinance interventions in DMCs in line with sector 
developments at the time. However, microfinance grew rapidly in the past decade and 
has become more commercialized. The MDS needs refinement to account for these 
recent developments and opportunities to make microfinance more inclusive and 
effective for the majority of poor and low-income households.  

 
130. On the five areas of the MDS’s strategic focus, the performance depended on 
the country’s context as well as on project preparation, its scope, and client focus.  
 
131. Creating policy environment for microfinance. Of the 21 countries with ADB 
support during 2000–2010, support was effective in Cambodia, Pakistan, Philippines, 
and Tajikistan, where notable improvements in the policy, legal, regulatory, and 
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supervisory frameworks were achieved. In other countries, ADB support was less than 
effective in improving the policy environment. This was due mainly to three reasons: (i) 
the intended policy frameworks were not fully realized at project completion, (ii) 
projects had limited scope in improving the overall sector environment and therefore 
key sector constraints were not fully addressed, and/or (iii) projects had no specific 
focus on developing the overall environment.  

 
132. Support for the integration of microfinance in the formal financial system had 
mixed results. Also, aggregate data indicate that there is no significant difference in 
sector performance between countries with projects supporting policy and regulatory 
reforms and those that were not supported with policy reform projects (para 56). The 
extent to which support for microfinance integration resulted in better sector 
performance varied depending on the country context. In countries where the 
government is committed to reforms, and where institutions, policies, and an operating 
framework have been allowed to flourish, expansion and growth of the microfinance 
sector were more likely. This underscores the importance of government and 
stakeholders’ buy-in and commitment to the program and having a clear 
understanding of the sector in project designs. Countries that had integrated 
microfinance into the financial sector had more licensed or formal institutions 
operating in the market, providing more diverse products and services to clients. This 
suggests good prospects for expansion and growth of the sector, sustainability, and 
greater potential for financial inclusion of poor households. 

 
133. Building viable institutions. Growth in outreach and sustainability provides 
evidence that MFI capacity was strengthened in Cambodia, Philippines, and Tajikistan. 
However, improvements in service capacity and institutional strength generally were 
not realized in other countries, where most MFIs were not financially sustainable at 
project or program completion. Assessments were inadequate in project designs on 
how to effectively address constraints to the development of institutions. Project 
designs often did not adequately account for factors that influence financial 
sustainability such as local market conditions, capital structure of the MFIs, and market 
segment served, and did not set time horizons for achieving sustainability. 

 
134. Promotion of pro-poor innovations and financial technology. ADB’s support in 
this area was very limited and mainly through TA. Support to Cambodia, Philippines, 
and Sri Lanka laid the groundwork for the expansion of savings and microinsurance 
products and services through the development of appropriate regulatory frameworks 
and support for product development. The survey in six countries showed that sample 
client respondents had regular access to credit but had limited access to other services 
such as deposit services, money transfer, remittance, and microinsurance.  

 
135. Developing financial infrastructure and social intermediation. ADB support in 
this area lagged behind the other three areas of the MDS’s strategic focus. There has 
been little support for developing information infrastructure, for training facilities and 
adoption of performance standards for MFIs, and for wholesale or second-tier (apex 
institutions) mechanisms. As regards social intermediation, ADB support was 
concentrated mostly on building sustainable financial systems and less on developing 
capacity for the poor to access and use financial services. By and large, microfinance 
had become an industry in many countries, but little attention was given to financial 
literacy of the poor, consumer protection, and accountability to customers. There was 
lack of guidance on how to balance social and financial returns in ADB’s interventions.  
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3. Effectiveness of Microfinance in Poverty Reduction 
 

136. Outreach to the poor. The scale and outreach of MFIs grew steadily over the 
past decade, but outreach, particularly to the poor (depth of outreach), remained 
limited. Improvements in the policy environment and commercialization of 
microfinance had not resulted in greater and deeper outreach to the poor. The average 
penetration among countries with ADB support remained low at nearly 20% at the end 
of 2011. Further, while ADB support was successful in easing constraints to expansion 
of microfinance services, there is no clear evidence that ADB interventions reached the 
majority of households living below the national poverty lines. The client 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. 
  
137. Client welfare impacts. The impact evaluation found limited outreach to the 
poor and limited effectiveness of ADB’s microfinance support. Fewer than 15% of 
clients under the Pakistan program and fewer than 1.5% of clients under the Viet Nam 
program lived below the respective national poverty lines. The estimation yielded some 
evidence of positive effects on household income and employment in household 
enterprises, but no direct impacts on household labor force participation in the formal 
sector or on other higher-order household welfare outcomes related to risk-coping 
behavior, children’s education, and household health—compared with a counterfactual 
of no intervention. On the other hand, the study found some evidence of spillover 
effects on nonclient households in areas served by the ADB programs in outcomes 
directly related to the loan purposes. Overall, the estimated client welfare impacts were 
relatively more positive under the Viet Nam program, where client households were 
typically not poor and they borrowed more and much larger loans compared with their 
Pakistani counterparts. This finding points to the potential tradeoff between project 
targeting and effectiveness. In these two cases smaller loans did better at targeting 
poor and low-income households. However, they were less effective than larger loans 
in producing welfare outcomes for the borrowers. 
 

B. Key Lessons Identified   
 
138. Challenges to implementing microfinance projects were country specific. These 
included the lack of an enabling environment, limited technical capacity of institutions, 
limited capital base and financial sustainability of MFIs, and distortions in the market. 
The factors critical to project success were (i) creating a conducive environment for 
microfinance, (ii) good design and properly sequenced activities, (iii) loans 
accompanied by TA for capacity development of institutions, (iv) clear understanding of 
the market, and (v) government commitment.  
 
139. While the MDS was formulated within the overarching objective of poverty 
reduction, project designs were usually not clear on the mechanisms for ensuring 
participation of the poor in the financial system. Most projects had no baseline data or 
periodic monitoring data of income or poverty levels, or sex-disaggregated data of 
participating microfinance clients. In addition, there was no standard set of 
performance indicators (financial and social) for monitoring the quality of institutions 
supported by ADB projects. As a result, there was no readily available systematic way to 
check on the performance of ADB’s microfinance portfolio.  
 
140. The MDS was reasonably well thought out at the time it was formulated, and 
its five areas of strategic focus remain relevant. However, it needs refinement to 
account for recent development and opportunities in the sector. Staff surveyed 



46 Microfinance Development Strategy 2000: Sector Performance and Client Welfare 
 

recommended the creation of the financial inclusion strategy to provide guidance on 
how poor households could access a broader range of financial services, reduce their 
risks, and improve their quality of life. 
 
C. Recommendations 
 
141. The following recommendations are drawn from the findings of this SES. They 
aim to make ADB’s future support for microfinance more inclusive and effective for the 
poor.  
 
142. Overall, the findings of this SES call for more focus on sector effectiveness and 
staff efforts to put priority on results. ADB has been doing relatively more on the policy 
environment and addressing supply-side constraints. Moving forward, ADB’s efforts 
should focus on financial inclusion with increased analysis and support of the demand 
side and work on market infrastructure, business models, delivery mechanisms and 
products, responsible finance and consumer focus, and data and monitoring. In 
particular, the recommendations focus on measures to (i) increase the outreach to poor 
and low-income clients of microfinance, (ii) make microfinance more beneficial for the 
users of financial services, and (iii) ensure the strong and sustainable expansion of 
microfinance operations. Finally, the SES provides a recommendation on areas for MDS 
refinement to reflect recent sector developments.  
 
143. Extend Accessibility: Target poor and low-income clients using (i) deliberate 
and innovative approaches and (ii) close monitoring of beneficiaries’ poverty levels and 
the empowerment of women. Many projects were not clear on the mechanisms for 
ensuring participation of the poor. Project designs need to clearly identify the poor, the 
barriers to their participation, and the mechanisms to remove these barriers to ensure 
the actual participation of the poor. Microfinance operations should be realistic in 
reaching the poor, particularly the ultra-poor. Microcredit may not be appropriate for 
the destitute or those who lack the means of repayment. Commercially oriented MFIs 
have cost-efficiency and financial sustainability objectives that cause them to screen 
applicants for creditworthiness and thus are likely to select those perceived to have 
greater capacity to repay the loan. 
 
144. ADB operations need to explore deliberate and innovative approaches to 
deepen outreach to the poor. As discussed in Chapter 2, Section C, successful projects 
often combine the provision of financial services with social safety net programs. They 
require intensive follow up and often use an NGO bottom-up approach. Over time, 
participants in such programs graduate out of extreme poverty into sustainable 
livelihoods and become creditworthy for commercial MFIs. An example of this model is 
BRAC’s program for vulnerable groups in Bangladesh. Another innovative approach is 
the use of G2P payments to reach the poor through social transfers and wage and 
pension payments. G2P payments have been implemented in Bangladesh, Cambodia, 
India, Indonesia, Pakistan, and Philippines. And lastly, in recent years technology has 
changed and the use of technology-based solutions offers tremendous opportunity for 
advancing financial inclusion. These include the use of ATMs, mobile phones, internet 
banking services, payment cards and electronic money to deliver services to customers. 
In particular, branchless banking has the potential to increase poor people’s access to 
financial services. ADB needs to take this into account to support the development of 
innovative products and services to reach poor and low-income households. It should 
be noted, however, that support in this area is costly and needs a long time to 
implement. 
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145. Poverty and income levels of clients need to be periodically monitored and 
integrated in the project monitoring system. Baseline and end-of-project data on client 
poverty levels should form part of the monitoring design and framework of projects. As 
regards women’s empowerment, projects need to have gender-inclusive design 
features and should be explicit on the gender equality and empowerment issues facing 
the microfinance sector. In addition, monitoring of women’s participation and 
empowerment, including sex-disaggregated data, needs to be integrated in the project 
design and monitoring framework. To improve the social impact of microfinance, 
support may also be provided to MFIs for strengthening capacity in social performance 
management and measurement. ADB should adopt a standard set of operational, 
financial, and social performance indicators for mandatory reporting on all 
microfinance projects, to improve information on project performance and ADB’s 
microfinance portfolio. This would also serve as an incentive to design projects more 
carefully, and to adjust or terminate them promptly when they do not perform. Key 
operational and financial performance measures should include indicators on outreach 
(depth and breadth), portfolio quality, financial sustainability, and efficiency. As 
regards social performance, the core indicators can be drawn from those developed by 
the SPTF such as indicators for poverty outreach, social responsibility to clients, 
transparency of the costs of services to clients, and client retention. 
 
146. Demand Orientation: Focus on client needs and demand to make microfinance 
more beneficial for the users. ADB support for microfinance has been largely 
concentrated on the supply side, i.e., building sustainable financial systems and viable 
institutions, and less on the demand side, i.e., developing the capacity of the poor and 
low-income households to access and use financial services. With the 
commercialization of microfinance, advancements in technology, and concerns about 
indebtedness, more attention should be given to protecting clients from harmful 
practices and unfair treatment, and to strengthen their capacity to use financial services. 
Greater focus on clients is needed, particularly in financial literacy, consumer protection, 
and improving their access to financial services through safe and sound approaches. 
These client-focused services are particularly beneficial to enhancing women clients’ 
participation and empowerment.  
 
147. Strengthen Institutions: When the policy environment is in place, support 
market infrastructure development to ensure the strong and sustainable expansion of 
microfinance operations. Of the $2.8 billion portfolio approved during 2000–2010, 
$1.9 billion was used to support creating an enabling policy environment for 
microfinance. Support for institutional development and financial market infrastructure 
lagged. Financial market infrastructure development remains even more relevant in 
view of the need to deepen and broaden financial services for the poor. Support for 
this area of the financial system could include developing information infrastructure 
that promotes transparency concerning transactions (e.g., truth in lending) and 
institutional performance, development of payment systems, support to networks, 
training and TA providers, use of social performance ratings, and building appropriate 
financial market for microfinance wholesales and private sector participation that 
would provide sustainable funding sources for MFIs.  
 
148. Strategic Direction: Refine the microfinance development strategy to reflect 
recent sector developments. The MDS was reasonably well thought out at the time it 
was formulated and its five areas of strategic focus remain relevant. However, it needs 
to be aligned with the FSOP 2011 and to account for recent developments and 
opportunities. ADB support should focus on sector effectiveness and embrace staff 
efforts to put priority on results. ADB has been doing relatively more on the policy 
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environment and addressing supply-side constraints. Moving forward ADB needs to 
strengthen efforts toward financial inclusion with increased focus on the demand side. 
Particular areas for MDS refinement include: work on (i) financial infrastructure to 
develop and promote good retail business models for the underserved, and to scale up 
credit reporting systems including microfinance credit reporting; (ii) delivery 
mechanisms and products to increase the use of technologies (e.g., mobile banking, 
agent networks, smart cards), expand insurance for the poor (microinsurance) and, 
long-term and short-term savings, strengthen micro, small and medium enterprise 
finance via innovations, focus on rural and low-access areas, and expand financial 
inclusion for women clients; (iii) responsible finance to strengthen financial practices of 
service providers and consumer protection; and (iv) data and measurement to continue 
and expand supply- and demand-side data collection, and to improve the use of data 
to inform policy making.  
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APPENDIX 1: MICROFINANCE PORTFOLIO 2000–2010  
 

 

Table A1.1: Approved ADB Microfinance Loans, 2000-2010 ($ million) 
Loan 
No. Country 

Date 
Approved Project 

Approved 
Amount             

1741 Cambodia 27-Apr-00 Rural Credit and Savings 20.0 

1768 PNG 19-Oct-00 Microfinance and Employment  9.6 

1802 Viet Nam 12-Dec-00 Rural Enterprise Financed 80.0 
1805 Pakistan 13-Dec-00 Microfinance Sector Development Program (Program Loan) 70.0 

1806 Pakistan 13-Dec-00 Microfinance Sector Development Program (Project Loan) 80.0 

1848 Mongolia 25-Oct-01 Rural Finance  8.7 

1963 Uzbekistan 09-Dec-02 Small and Microfinance Development  20.0 

2000 Tajikistan 26-Jun-03 Microfinance Systems Development Program (Program Loan) 4.0 

2001 Tajikistan 26-Jun-03 Microfinance Systems Development Program (Project Loan) 4.0 

2040 Sri Lanka 11-Dec-03 Rural Finance Sector Development Program (Program Loan)  50.0 

2041 Sri Lanka 11-Dec-03 Rural Finance Sector Development Program (Credit Line)  10.0 

2042 Sri Lanka 11-Dec-03 Rural Finance Sector Development Program (Project Loan) 10.0 

2199 Philippines 22-Nov-05 Microfinance Development Program  150.0 

2252 Lao PDR 17-Aug-06 Rural Finance Sector Development Program (Program Loan) 7.7 

2253 Lao PDR 17-Aug-06 Rural Finance Sector Development Program (Project Loan)  2.3 

2291 Pakistan 14-Dec-06 Improving Access to Financial Services (Program Loan) 300.0 

2292 Pakistan 14-Dec-06 Improving Access to Financial Services (Program Loan) 20.0 

2268 Nepal 26-Oct-06 Rural Finance Sector Development Cluster Program I 56.0 

2281 India 08-Dec-06 
Rural Cooperative Credit Restructuring and Development 
Program 1,000.0 

2378 Cambodia 06-Dec-07 Second Financial Sector Program Cluster (Subprogram 1) 10.0 

2478 Cambodia 05-Dec-08 Second Financial Sector Program Cluster (Subprogram 2) 10.0 

2585 Cambodia 26-Nov-09 Second Financial Sector Program Cluster (Subprogram 3) 10.0 

2617 India 26-Feb-10 Micro, Small and Medium Enterprise Development 50.0 

2634 Uzbekistan 21-Apr-10 Second Small and Microfinance Development 50.0 

2641 Nepal 18-Jun-10 
Rural Finance Sector Development Cluster Program 
(subprogram 2) 60.1 

2686 PNG 28-Oct-10 Microfinance Expansion 13.0 

2706 Cambodia 02-Dec-10 Second Financial Sector Program Cluster (Subprogram 4) 10.0 

 
    Total 2,115.4 

ADB = Asian Development Bank, Lao PDR = Lao People’s Democratic Republic, PNG = Papua New Guinea. 
Source: Asian Development Bank project database. 
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Table A1.2: Projects with Microfinance Components, 2000-2010 ($ million) 

Loan No. Country Date  
Approved Project Approved 

Amount 
Microfinance 
Component 

1765/1766 Indonesia 19-Oct-00 Community Empowerment for Rural 
Development Project 

115.00 15.00 

1771 Bangladesh 26-Oct-00 Chittagong Hills Tracts Rural 
Development Project 

30.00 1.60 

1782 Bangladesh 21-Nov-00 Northwest Crop Diversification  46.30 5.20 

1785 Samoa 21-Nov-00 Small Business Development Project 3.50 0.32 

1787 Pakistan 28-Nov-00 NWFP Barani Area Development 
(Phase II) 

52.00 1.90 

1862 Cambodia 27-Nov-01 Northwestern Rural Development  27.20 3.56 

1987/1988 Pakistan 20-Dec-02 Rural Finance Sector Development 
(Program and Project Loans) 

250.00 15.00 

1990 Viet Nam 20-Dec-02 Housing Finance  30.00 5.00 

2063 Philippines 18-Dec-03 Development of Poor Urban 
Communities Sector  

30.50 20.00 

1994 Lao PDR 28-Jan-03 Small Towns Development Project  16.00 0.40 

2070 Bangladesh 19-Dec-03 Second Participatory Livestock 
Development 

20.00 7.50 

2259 Lao PDR 29-Sep-06 Northern Region Sustainable 
Livelihoods Through Livestock 
Development 

9.30 1.80 

2313 Tajikistan 29-Jan-07 Rural Development 8.80 4.00 

     Total 638.60 81.30 

Lao PDR = Lao People’s Democratic Republic. 
Source: Asian Development Bank project database. 

 
Table A1.3: Technical Assistance for Microfinance, 2000-2010 ($ '000) 

TA 
No. Country Date 

Approved Project Title Amount                            

3413 Lao PDR 09-Mar-00 Rural Finance Development (TA Cluster) 2,020 
3435 Timor Leste  10-May-00 Microfinance 150 
3555 Tajikistan 06-Dec-00 Support to Rural Financial Systems Development 150 
3556 Timor Leste 06-Dec-00 Strengthening the Microfinance Policy and Legal 

Framework 
250 

3568 Viet Nam 12-Dec-00 Support of Rural Business 1,000 
3635 Uzbekistan 05-Mar-01 Pilot Testing of Rural Savings and Credit Unions 150 
3741 Viet Nam 12-Oct-01 Framework for Microfinance Development 300 
3743 Timor Leste 17-Oct-01 Microfinance Information Technical Systems 

Development 
150 

4021 Uzbekistan 09-Dec-02 Developing Prudential Regulation and Supervision of 
Savings and Credit Unions 

400 

4068 Kyrgyzstan 19-Dec-02 Capacity Building in Savings and Credit Unions and 
Micro financial Systems 

550 

4093 Azerbaijan 11-Apr-03 Microfinance Sector Development 400 
4132 Tajikistan 26-Jun-03 Institutional Strengthening of Microfinance Systems 640 

4172 Vanuatu 14-Sep-03 Diagnostic Study for Improving Access to Affordable 
Credit 

150 

4238 Vanuatu 04-Dec-03 Rural and Microfinance Outreach 250 
4293 Philippines 27-Jun-08 Capacity Building for Housing Microfinance 

(Supplementary) 
500 

4430 People’s Republic of China 09-Nov-04 Rural Finance Reforms and Development of 1,000 
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TA 
No. Country 

Date 
Approved Project Title Amount                            

Microfinance Institutions 
4491 Azerbaijan 17-Dec-04 Developing Microfinance Regulations and Collateral 

Framework 
800 

4509 Timor Leste 20-Dec-04 Strengthening Microfinance Operations 500 
4544 Philippines 23 Dec. 04 Enhancing Access of the Poor to Microfinance Services 

in Frontier Areas 
250 

4638 Viet Nam 29-Aug-05 Implementing the Regulatory and Supervisory 
Framework for Microfinance 

250 

4693 Philippines 22-Nov-05 Support the Implementation of the Microfinance 
Development Program 

500 

4755 Cambodia 21-Dec-05 Developing Deposit Services in Rural Cambodia 600 
4761 Sri Lanka 03-Jan-06 Micro insurance Sector Development 600 
4887 India 08-Dec-06 Capacity Building for Rural Cooperative Credit Structure 

Reform 
2,000 

7479 Mongolia 18-Dec-09 Transformational Mobile Banking Services 400 
7523 Uzbekistan 21-Apr-10 Capacity Building for Microfinance Development 600 

7765 People’s Republic of China 29-Dec-10 Capacity Development of Partner Banks in Microfinance 
Wholesale Lending 

225 

      Total 14,785 
Lao PDR = Lao People’s Democratic Republic, TA = technical assistance. 
Source: Asian Development Bank project database. 

 
Table A1.4: Grants for Microfinance, 2000-2010 ($ '000) 

Grant No. Country Date 
Approved 

Project Title Amount 
 

8186 Timor Leste 06-Dec-00 Microfinance Project 4,000 

3520 
Papua New 

Guinea 19-Oct-00 Microfinance and Employment  909 

9064 Cambodia 25-Feb-05 
Improving the Access of Poor Floating 
Communities on the Tonle Sap to Social 
Infrastructure and Livelihood Activities 

1,000 

9075 Azerbaijan 20-Sep-05 Mahalla Business Development 1,500 

9079 Indonesia  28-Nov-05 Restoration of Microenterprises and Microfinance 
in Aceh 2,000 

9088 Philippines 14-Mar-06 Developing Financial Cooperatives 900 

9095 Lao PDR 17-Aug-06 Catalyzing Microfinance for the Poor 
               

1,980  

9105 Pakistan 30-Jan-07 Microfinance for the Poorest 2,000 

88 Bhutan 21-Nov-07 Micro, Small and Medium-Sized Enterprise Sector 
Program (Program Grant) 6,000 

89 Bhutan 21-Nov-07 
Micro, Small & Medium-Sized Enterprise Sector 
Program (Project Grant) 9,000 

9118 Philippines 15-Feb-08 Developing Microinsurance Project 1,000.0 

9140 Viet Nam 05-Oct-09 Formalizing Microfinance Institutions 1,500.0 

208 Nepal 18-Jun-10 Second Rural Finance Sector Development Project 12,100 

226 
Papua New 

Guinea 28-Oct-10 Microfinance Expansion 6,000 

9145 India  25-May-10 Supporting Microentrepreneurship for Women's 
Empowerment 3,000 

9152 Mongolia 17-Dec-10 Promoting Inclusive Financial Services 2,500 

      Total 55,389 
Lao PDR = Lao People’s Democratic Republic.  
Source: Asian Development Bank project database. 
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Table A1.5: Regional Technical Assistance for Microfinance, 2000–2010 ($ '000) 

TA No. Date 
Approved Project Title Amount 

5929 05-Sep-00 Microcredit Summit Asia and Pacific Regional Meeting 140 

5950 16-Nov-00 Financial Services for Poor Women 600 

5952 20-Nov-00 Commercialization of Microfinance 700 

5984 17-Apr-01 Microfinance Outreach Initiatives of the Consultative 
Group to Assist the Poorest 

500 

6254 30-Aug-05 Joint Conference on Worker Remittances and Poverty 
Reduction with Inter-American Development Bank and 
United Nations Development Programme 

150 

6404 04-Jun-07 Capacity Building for Small Business and Microfinance 
Banks 

300 

7685 29-Nov-10 Market Study for a Non-Sovereign Microfinance Funding 
Initiative 

135 

    Total 2,525 

TA = technical assistance. 

 
Table A1.6: Private Sector Investment for Microfinance, 2000-2010 ($ million) 

Loan/Investment 
No. Country Date 

Approved Project Title Amount 

7198 Regional 05-May-04 Shorecap International Fund 2.5 

7264/2358 Regional 22-Oct-07 Bank Eskhata (Tajikistan), Inecobank (Armenia), 
Ineximbank (Kyrgyz Republic) 

20.0 

7306 India 26-Feb-10 Micro, Small, and Medium Enterprise 
Development  

250.0 

7325 Regional 13-Dec-10 Microfinance Risk Participation Program 250.0 

      Total 522.5 

Source: Asian Development Bank project database. 

 
 
 
 
 
 
 



    
 

APPENDIX 2: PORTFOLIO SCORING PROCEDURES  
 

 
1. The microfinance portfolio approved during 2000–2010 was evaluated based on a scoring 
system of the relevance, responsiveness, and results.  
 
2. First, we scored individual projects. For each evaluation criterion five indicators were developed 
to measure the quality of ADB’s assistance. All types of operation, including loans, private sector 
investments, grants, and technical assistances (TAs) were rated based on the evaluation indicators on 
the scales of 0–3 points, with 0 being the lowest and 3 the highest. The rating was based on a review 
of available project documents, Report and Recommendation to the President (RRP), Project 
Completion Reports (PCRs), and Project Validation Reports (PVRs).1

  

 Each of the indicators was assigned 
a weight to generate the score for each criterion. On-going projects were excluded from scoring in the 
results criterion. The seven regional TAs and three regional private sector operations were not rated 
because they were regional in scope. In total, 78 projects were rated, of which 59 completed projects 
(15 loans, 9 grants, 23 TAs, and 12 projects with microfinance components) were assessed for the 
results criteria. Details on evaluation criteria and indicators, their weights, and rating descriptions are in 
Table A2.1. 

3. Next we aggregated the score for each evaluation criterion of relevance, responsiveness and 
results for the country, regional, and overall portfolio levels. For each evaluation criterion, the country 
score was computed as the weighted average of the project scores, with the weight being the project 
share in the country’s microfinance portfolio. Likewise, the regional scores for each evaluation criterion 
were generated as the weighted average of the country scores within the concerned region, with the 
weight being the country’s share in the region’s microfinance portfolio. Finally, the overall portfolio 
scores were computed as the weighted average of the regional scores, using weights equal to the share 
of the regional portfolio in the overall total portfolio (Table A2.2).  
  

Table A2.1: Project Scoring 
Evaluation Criteria and 
Indicators Weight Rating Description 

Relevance: Is the intervention appropriately designed to address the sector development constraints? 
Rating Benchmarks: Highly Relevant: ≥2.5; Relevant: ≥1.8 - 2.5; Less than relevant: ≥1.1 - 1.8; Irrelevant: <1.1. 

1. Appropriateness of the project 
design in addressing key 
constraints to sector growth.  

0.25 

3 = Exceptionally good: the project clearly identifies the binding constraints 
and is designed to address them all; 2 = Good: Not all of the problems are 
clearly identified but the project addresses the key constraints; 1 = Minimally 
acceptable: addresses only some of the constraints; 0 = Unacceptable: does 
not address constraints at all. 

2. Appropriateness in the choice 
of financing instruments to the 
development priorities and 
institutional capacity of DMCs.  

0.25 

3 = Exceptionally good: clear analysis of binding constraints, potential 
instruments, government capacity and sector strategy; instruments fully match 
the development priorities and absorptive capacity; 2 = Good: instruments 
used are appropriate, they match majority of the development priorities and 
absorptive capacity; 1 = Minimally acceptable: instruments used match only 
some of the priorities and absorptive capacity; 0 = Unacceptable: mismatch 
between identification and instruments used. 

3. Timing and sequencing of 
project activities and 
components.  

0.20 

3 = Exceptionally good: timing of project components is coherent, and 
activities properly and well sequenced; 2 = Good: most project components 
and activities are well sequenced and timely; 1 = Minimally acceptable: only a 
few of the project components and activities are properly and well sequenced; 
0 = project is improperly sequenced. 

                                                
1  None of the projects covered by the review had a project performance evaluation report. 
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Evaluation Criteria and 
Indicators 

Weight Rating Description 

4. Extent to which the project has 
been aligned with national 
context for poverty reduction.  

0.15 

3 = Exceptionally good: project design is fully aligned with country's context 
for poverty reduction and clearly targets poor and low-income households; 2 
= Good: most parts of project design takes into account country's poverty 
reduction context, and considers poor households;  1 = minimally  acceptable: 
project has minimum or little  consideration of poverty reduction in project 
design and targeting of the poor; 0 = Unacceptable: project design has no 
consideration at all of the national poverty reduction context.  

5. Consistency of project design 
with MDS.  0.15 

3 = Highly consistent: the project is designed to mainstream microfinance for 
the poor (based on MDS); 2 = Consistent:  project design has most of the 
elements for mainstreaming the poor (based on MDS); 1 = Minimally 
acceptable: the project design has few elements of MDS; 0 = Unacceptable: 
the design has no relation with MDS. 

Responsiveness: Was the intervention adequate and timely?  
Rating Benchmarks: Highly Responsive: ≥2.5; Responsive: ≥1.8 - 2.5; Less than responsive: ≥1.1 - 1.8; Non-responsive: <1.1. 

1. Adequacy of funds for project 
components and activities in 
meeting development needs 
and addressing sector 
constraints.  

0.25 

3 = Highly adequate: funds fully adequate in meeting financing gaps for 
project component/activities identified in response to development needs; 2 = 
Adequate:  funds adequate for most of the project components and activities 
identified in response to development needs; 1 = Less adequate: funds able to 
meet only a moderate portion (about 50%) of project components in response 
to the development needs; 0 = Inadequate: funds are exceptionally low to 
meet any of the financing gaps. 

2. Timing of the intervention as a 
whole in addressing 
constraints, issues and 
opportunities.  

0.25 

3 = Exceptionally good:  timing of intervention is responsive to all identified 
sector issues, constraints, and opportunities;  2 = Good:  timing of 
intervention is responsive to most of the sector issues,  constraints  and 
opportunities identified;  1 = Minimally acceptable: timing of intervention is 
responsive only to a small portion of the sector needs and issues identified ; 0 
= Unacceptable: timing of intervention is inappropriate  

3. Adequacy of the modalities 
used in addressing constraints 
and meeting the development 
needs of the microfinance 
sector.  

0.20 

3 = Highly adequate: modalities used are fully adequate in response to all 
identified development needs, problems or issues; 2 = Adequate: modalities 
used are adequate in response to most of the identified development needs, 
problems or issues; 1 = Less adequate: modalities used are only partly 
adequate (meet a small fraction only) in response to the identified 
development needs, problems, or issues and are likely to have limited 
contribution to sector development. 0 = Inadequate; not adequate by any 
measure in meeting development needs, problems or issues. 

4. Adequacy of project 
components and activities in 
catalyzing expansion of 
microfinance services and in 
strengthening capacity of 
clients to access the services.  

0.15 

3 = Highly adequate: assistance is clearly designed to catalyze expansion of 
microfinance services and strengthen capacity of clients; 2 = Adequate: 
assistance in most part designed to catalyze expansion of services and 
strengthen capacity of clients; 1 = Less adequate: assistance only partly 
designed (in small part) to catalyze expansion of services and strengthen 
capacity of clients; 0 = Inadequate: project not designed to catalyze expansion 
of microfinance services and strengthen client capacity. 

5. Adequacy of ADB efforts in 
implementation monitoring and 
supervision.  

0.15 

3 = Highly adequate: design for project/program monitoring and supervision is 
fully adequate in responding to project issues and sector needs; 2 = Adequate: 
design for project/program supervision is mostly adequate in responding to 
project issues and sector needs; 1 = Less adequate: design for project/program 
supervision is limited in responding to project/program issues and sector 
needs; 0 = Inadequate: not adequate at all.  

Results: Did the intervention achieve its stated objectives and result in better sector performance? 
Rating Benchmarks: Highly Effective: ≥2.5; Effective: ≥1.8 - 2.5; Less than effective: ≥1.1 - 1.8; Ineffective: <1.1.  

1. Overall sector environment 
improved.  0.20 

3 = Improved strongly: all expected improvements (or outcomes) realized 
based on stated  program/project objectives  (laws, regulations, institutions, 
scale, products and services, etc.); 2 = Improved: majority of the expected 
improvements (or outcomes) were realized based on stated program/project 
objectives;  1 = moderately improved= only part (or about half) of the 
expected improvements (or outcomes) were realized based on stated 
program/project objectives; 0 = Unacceptable: hardly any improvement in the 
sector. 
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Evaluation Criteria and 
Indicators 

Weight Rating Description 

2. Effectiveness in easing 
constraints to expansion of 
microfinance services.  

0.20 

3 = Highly effective: substantial increase in loan portfolio compared with 
baseline (>=100%); 2 = Effective: significant increase of loan portfolio 
compared with baseline [75% - 100%); 1 = Less effective: moderate increase in 
loan portfolio compared with baseline (30% - 80%); 0 = Ineffective: negligible 
increase (< 30%). 

3. Development of institutions.  0.20 

3 = Very strong: all targeted or envisioned institutions developed and/or in 
place based on program/project stated objectives; 2 = Strong: majority of the 
targeted or envisioned institutions developed and/or in place based on 
program/project stated objectives; 1 = Moderate: only part (about 50%) of 
targeted or envisioned institutions developed and/or in place based on 
program/project objectives; 0 = Weak: negligible or very little institutional 
development realized. 

4. Effectiveness in reaching poor 
and low-income households.  0.20 

3 = Highly effective: >= 75% of clients poor; 2 = Effective: (50% - 75%); 1 = 
Less effective: (30% - 50%) poor clients; 0 = Ineffective: less than 30% poor 
clients. 

5. Sustainability of MFIs.  0.20 

3 = Highly sustainable: OSS >=180% and/or FSS >= 120%; 2 = Sustainable: 
OSS (120% - 180%) and/or FSS [100% - 120%); 1 = Likely sustainable: OSS 
(100% -120%) and/or FSS (80% - 100%); 0 = Unsustainable: OSS less than 
100% and/or FSS less than 80%. 

ADB = Asian Development Bank, DMC – developing member country, FSS – financial self-sufficiency, MDS = Microfinance 
Development Strategy, MFI = microfinance institution, OSS = operational self-sufficiciency. 
Source: Independent Evaluation Department, Evaluation team.  

 
 

 Table A2.2: Regional Portfolio, 2000-2010   
 Item CWRD EARD PARD SARD SERD Total 
Portfolio ($ million) 576.10  12.80  35.40  1,283.00  359.60  2,266.90  

Weight 25.41 0.56 1.56 56.60 15.86 100.00 
CWRD = Central and West Asia Region, EARD = East Asia Region, PARD = Pacific Region, SARD = South Asia Region, 
SERD = South East Asia Region.  
Source: Independent Evaluation Department calculation based on Asian Development Bank project database. 
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Table A3.1: Overall Portfolio Scores 

Indicator 
Overall 

Portfolio 
Score 

Program & 
Sector 

Development 

Project Loan 
& Private 

Sector 

Project with 
Microfinance 
Component 

Grant & TA 

RELEVANCE (Overall Score) 1.9 2.0 1.6 1.1 2.0 
1. Appropriateness of the project design in addressing key constraints to 

sector growth. 59 65 43 45 63 

2. Appropriateness in the choice of financing instruments to the 
development priorities and institutional capacity of DMCs. 65 68 60 31 70 

3. Timing and sequencing of project activities and components. 62 66 54 31 64 
4. Extent to which the project has been aligned with national context for 

poverty reduction. 67 68 63 52 67 

5. Consistency of project design with MDS. 64 69 48 26 63 
RESPONSIVENESS (Overall Score) 2.0 2.0 1.7 1.1 2.0 
1. Adequacy of funds for project components and activities in meeting 

development needs and addressing sector constraints. 77 84 53 36 69 

2. Timing of the intervention as a whole in addressing constraints, issues 
and opportunities. 64 66 55 32 69 

3. Adequacy of the modalities used in addressing constraints and meeting 
the development needs of the microfinance sector. 

63 68 55 24 59 

4. Adequacy of ADB's package of assistance as a whole (funding, 
instruments used and components) in catalyzing expansion of 
microfinance services and in strengthening capacity of clients to access 
the services. 

56 58 51 26 59 

5. Adequacy of ADB efforts in implementation monitoring and 
supervision. 60 58 64 50 69 

RESULTS (Overall Score) 1.3 1.6 1.2 0.7 1.4 
1. Overall sector environment improved 48 76 43 23 52 
2. Effectiveness in easing constraints to expansion of microfinance services 54 64 69 27 42 
3. Development of institutions  46 47 26 8 58 
4. Effectiveness in reaching poor and low-income households 35 40 31 13 43 
5. Sustainability of MFIs 35 34 33 38 35 
ADB = Asian Development Bank, MDS = Microfinance Development Strategy, MFI = microfinance institutions; TA = Technical assistance. 
Source: Independent Evaluation Department calculation based on Asian Development Bank project database. 
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Table A3.2: Scores by Country (Relevance Scores) 

Country Indicators Country 
Weight 

Weighted 
Score 1 2 3 4 5 

Weight 0.25 0.25 0.20 0.15 0.15 
  Maximum Score 0.75 0.75 0.60 0.45 0.45 
  Central and West Asia Department  

Azerbaijan 0.50 0.50 0.40 0.26 0.30 0.00 1.96 

Kyrgyz Republic 0.25 0.50 0.20 0.15 0.15 0.00 1.25 

Pakistan 0.41 0.48 0.32 0.30 0.29 0.85 1.80 

Tajikistan 0.59 0.58 0.34 0.25 0.35 0.02 2.11 

Uzbekistan 0.25 0.25 0.20 0.19 0.15 0.12 1.04 

Regional Weighted Score 0.39 0.46 0.31 0.28 0.28 1.00 1.72 

Percent of Max Score 52 61 52 63 62 
  East Asia Department 

People's Republic of China 0.70 0.70 0.40 0.27 0.30 0.10 2.38 
Mongolia 0.37 0.37 0.25 0.30 0.22 0.90 1.50 
Regional Weighted Score 0.41 0.41 0.30 0.30 0.23 1.00 1.60 
Percent of Max Score 54 54 51 66 51 

 
 

Pacific Asia Department 
Papua New Guinea 0.41 0.50 0.33 0.30 0.30 0.84 1.80 
Samoa 0.25 0.25 0.20 0.15 0.15 0.01 1.00 
Timor-Leste 0.50 0.50 0.40 0.28 0.30 0.15 2.00 
Vanuatu 0.50 0.50 0.40 0.24 0.30 0.00 1.90 
Regional Weighted Score 0.42 0.50 0.34 0.30 0.30 1.00 1.90 
Percent of Max Score 56 66 56 66 66 

  South Asia Department  
Bangladesh 0.50 0.50 0.40 0.30 0.15 0.01 1.85 
Bhutan 0.50 0.50 0.40 0.30 0.30 0.01 2.00 
India 0.45 0.50 0.40 0.30 0.29 0.85 1.95 
Nepal 0.48 0.50 0.58 0.44 0.42 0.08 2.42 
Sri Lanka 0.50 0.50 0.40 0.30 0.30 0.05 2.00 
Regional Weighted Score 0.50 0.50 0.41 0.31 0.30 1.00 2.02 
Percent of Max Score 66 67 69 69 67 

  South East Asia Department 
Cambodia 0.56 0.55 0.31 0.21 0.24 0.18 1.87 
Indonesia 0.28 0.31 0.22 0.32 0.15 0.05 1.28 
Lao PDR 0.66 0.66 0.37 0.28 0.39 0.04 2.36 
Philippines 0.47 0.47 0.37 0.30 0.28 0.48 1.88 
Viet Nam 0.49 0.49 0.20 0.30 0.16 0.24 1.64 
Regional Weighted Score 0.49 0.49 0.31 0.28 0.24 1.00 1.81 
Percent of Max Score 65 65 52 63 54 

  Indicators: 
1 = Appropriateness of the project design in addressing key constraints to sector growth. 
2 = Appropriateness in the choice of financing instruments to the development priorities and institutional capacity of DMCs. 
3 = Timing and sequencing of project activities and components. 
4 = Extent to which the project has been aligned with national context for poverty reduction. 
5 = Consistency of project design with MDS. 
DMC = developing member country, LAO PDR = Lao People’s Democratic Republic, MDS = Microfinance Development 
Strategy. 
Source: Independent Evaluation Department calculation based on Asian Development Bank project database. 
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Table A3.3: Scores by Country (Responsiveness Scores) 

Country 
Indicators Country 

Weight 
Weighted 

Score 1 2 3 4 5 

Weight 0.25 0.25 0.20 0.15 0.15 
  Maximum Score 0.75 0.75 0.60 0.45 0.45 
  Central and West Asia Department  

Azerbaijan 0.50 0.50 0.40 0.26 0.30 0.00 1.96 

Kyrgyz Republic  0.50 0.25 0.20 0.15 0.30 0.00 1.40 

Pakistan 0.50 0.48 0.39 0.15 0.15 0.85 1.66 

Tajikistan 0.42 0.58 0.34 0.25 0.25 0.02 1.85 

Uzbekistan 0.25 0.25 0.20 0.15 0.30 0.12 1.15 

Regional Weighted Score 0.47 0.46 0.36 0.15 0.17 1.00 1.60 

Percent of Maximum Score 62 61 60 33 37 
  

East Asia Department 
People's Republic of China 0.50 0.50 0.40 0.30 0.27 0.10 2.00 

Mongolia 0.31 0.37 0.25 0.22 0.11 0.90 1.30 

Regional Weighted Score 0.33 0.38 0.27 0.23 0.13 1.00 1.30 

Percent of Maximum Score 45 51 45 51 28   
Pacific Asia Department 
Papua New Guinea 0.50 0.50 0.40 0.30 0.30 0.84 2.00 
Samoa 0.50 0.25 0.20 0.30 0.30 0.01 1.55 
Timor-Leste 0.70 0.51 0.40 0.28 0.30 0.15 2.19 
Vanuatu 0.50 0.50 0.40 0.30 0.24 0.00 1.94 
Regional Weighted Score 0.53 0.50 0.40 0.30 0.30 1.00 2.02 
Percent of Maximum Score 71 67 66 66 66   
South Asia Department  
Bangladesh 0.25 0.47 0.20 0.15 0.30 0.01 1.37 
Bhutan 0.50 0.50 0.40 0.30 0.30 0.01 2.00 
India 0.68 0.50 0.40 0.29 0.30 0.85 2.18 
Nepal 0.50 0.50 0.38 0.29 0.30 0.08 1.97 
Sri Lanka 0.50 0.50 0.40 0.30 0.30 0.05 2.00 
Regional Weighted Score 0.68 0.50 0.39 0.29 0.31 1.00 2.18 
Percent of Maximum Score 91 66 66 65 69   
South East Asia Department 
Cambodia 0.50 0.41 0.46 0.25 0.25 0.18 1.87 

Indonesia 0.28 0.31 0.22 0.17 0.30 0.05 1.28 

Lao PDR 0.47 0.47 0.52 0.28 0.30 0.04 2.04 

Philippines 0.50 0.47 0.38 0.28 0.30 0.48 1.92 

Viet Nam 0.26 0.26 0.20 0.15 0.30 0.24 1.17 

Regional Weighted Score 0.43 0.40 0.35 0.24 0.29 1.00 1.70 
Percent of Maximum Score 57 53 58 53 65   
Indicators: 
1 = Adequacy of funds for project components and activities in meeting development needs and addressing sector 

constraints. 
2 = Timing of the intervention as a whole in addressing constraints, issues and opportunities. 
3 = Adequacy of the modalities used in addressing constraints and meeting the development needs of the microfinance 

sector. 
4 = Adequacy of ADB's assistance (funding, instruments used and components) in catalyzing expansion of microfinance 

services   and in strengthening capacity of clients to access the services. 
5 = Adequacy of ADB efforts in implementation monitoring and supervision. 
ADB = Asian Development Bank, Lao PDR = Lao People’s Democratic Republic. 
Source: Independent Evaluation Department calculation based on Asian Development Bank project database. 
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Table A3.4: Scores by Country (Results Scores) 

Country 
Indicators Country 

Weight 
Weighted 

Score 1 2 3 4 5 

Weight 0.20 0.20 0.20 0.20 0.20 
  Maximum Score 0.60 0.60 0.60 0.60 0.60 
  Central and West Asia Department  

Azerbaijan 0.20 0.00 0.00 0.00 0.00 0.00 0.20 
Kyrgyz Republic 0.20 0.20 0.20 0.00 0.20 0.00 0.80 
Pakistan 0.52 0.32 0.19 0.25 0.13 0.85 1.42 
Tajikistan 0.58 0.58 0.40 0.40 0.40 0.02 2.35 
Uzbekistan 0.40 0.40 0.00 0.20 0.20 0.12 1.19 
Regional Weighted Score 0.50 0.34 0.17 0.25 0.15 1.00 1.41 
Percent of Maximum Score 84 56 29 42 24 

  East Asia Department 
People's Republic of China 0.40 0.20 0.40 0.20 0.20 0.10 1.40 
Mongolia 0.20 0.20 0.00 0.00 0.20 0.90 0.60 
Regional Weighted Score 0.22 0.20 0.04 0.02 0.20 1.00 0.68 
Percent of Maximum Score 37 33 6 3 33 

  Pacific Asia Department 
Papua New Guinea 0.20 0.40 0.20 0.20 0.20 0.84 1.20 
Samoa 0.20 0.20 0.00 0.20 0.20 0.01 0.80 
Timor-Leste 0.40 0.26 0.40 0.37 0.22 0.15 1.65 
Vanuatu 0.20 0.40 0.40 0.20 0.40 0.00 1.60 
Regional Weighted Score 0.23 0.38 0.23 0.22 0.20 1.00 1.26 
Percent of Maximum Score 38 63 38 37 34 

  South Asia Departmenta 
Bangladesh 0.20 0.35 0.00 0.20 0.35 0.07 1.10 
Nepal 0.20 0.20 0.40 0.20 0.20 0.60 1.20 
Sri Lanka 0.20 0.40 0.20 0.20 0.20 0.33 1.20 
Regional Weighted Score 0.20 0.28 0.31 0.20 0.21 1.00 1.19 
Percent of Maximum Score 33 46 51 33 35 

  South East Asia Department 
Cambodia 0.39 0.59 0.33 0.20 0.26 0.18 1.77 
Indonesia 0.20 0.20 0.20 0.20 0.20 0.05 1.00 
Lao PDR 0.36 0.37 0.39 0.20 0.20 0.04 1.52 
Philippines 0.38 0.55 0.37 0.18 0.40 0.48 1.87 
Viet Nam 0.19 0.38 0.20 0.19 0.19 0.24 1.15 
Regional Weighted Score 0.32 0.49 0.32 0.19 0.30 1.00 1.62 
Percent of Maximum Score 54 82 53 31 51 

  Indicators: 
1 = Overall sector environment improved. 
2 = Effectiveness in easing constraints to expansion of microfinance services. 
3 = Development of institutions. 
4 = Effectiveness in reaching poor and low-income households. 
5 = Sustainability of microfinance institutions. 
Lao PDR = Lao People’s Democratic Republic. 

a Bhutan and India were not included because all projects are ongoing. 
Source: Independent Evaluation Department calculation based on Asian Development Bank project database. 
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Table A4.1: Policy Reforms Criteria and Activities in ADB Projects 

 Criteria Description Key Activities 
I.    Legal 

Framework 
Legal basis for microfinance operations 
or legal recognition of microfinance as 
part of the formal financial system. 

• Law specific to microfinance enacted by legal 
body or authority (e.g., Congress, Prime 
Minister, etc.) or adaptation of existing law 
with specific regulation for MFIs. 

II.   Regulatory 
Framework 

Rules and regulations for sound 
microfinance operations adopted by 
regulatory authority. 

• Regulation on transformation of MFIs into 
formal financial institutions. 

• Regulations for different or specific types of 
MFIs (banks, cooperatives, savings and credit 
unions, etc.).  

• Regulation on deposit taking. 
• Regulation on micro-insurance. 
• Regulation on mobile banking. 

III.  Supervisory 
Framework 

External oversight aimed at determining 
and enforcing compliance with 
regulation. 

• Guidelines, manuals, systems, and procedures 
for supervision. 

• Specialized staff or unit for microfinance within 
the existing supervisory authority.  

• Trained staff for supervising microfinance 
operations. 

IV.  Policy 
Framework 

Government's policy for the promotion 
and growth of the microfinance sector. 

• Existence of a national microfinance strategy or 
policy framework. 

• Market-based oriented policy in the pricing and 
delivery of microfinance services. 

ADB = Asian Development Bank, MFI = microfinance institution. 
Source: Independent Evaluation Department, Evaluation team. 

 

Table A4.2: Number of Policy Reforms Projects by Activities 
Criteria and Activities Loan TA Grant Total 

I. Legal Framework     
Law specific to microfinance enacted by legal body or authority (e.g., 
Congress, Prime Minister, etc.) 5 4 0 9 

Regulatory Framework     
Regulation on transformation of MFIs into formal financial institutions 3 1 0 4 

Regulation on deposit taking  2 2 0 4 

Regulations for different (or specific types) of microfinance institutions 
(banks, cooperatives, etc.) 

11 3 0 14 

Regulation on micro-insurance 0 0 1 1 

Regulation on mobile banking 0 1 0 1 

Supervision Framework     
Guidelines, manuals, systems, and procedures for supervision 2 4 1 7 
Specialized staff or unit for microfinance within the existing supervisory 
authority 7 4 0 11 

Trained staff for supervising microfinance operations 9 6 3 18 

Policy Framework 
    

Existence of a national microfinance strategy or policy framework 4 4 0 8 

Market-based oriented policy in the pricing and delivery of microfinance 
services 

2 0 0 2 

MFI = microfinance institution, TA = technical assistance. 
Source: Independent Evaluation Department calculation based on Asian Development Bank project database. 
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Table A4.3: Countries with Policy Reforms Support 
Country I II III IV 

Azerbaijan x x x 0 

Cambodia 0 x x 0 

Kyrgyz Republic 0 x x 0 

Lao PDR 0 x x x 

Nepal x x x 0 

Pakistan x x x x 

Philippines 0 x x 0 

Tajikistan x x x 0 

Viet Nam x 0 x x 
I - Legal Framework, II - Regulatory Framework, III - Supervision, IV - Policy Framework. 
x = assistance provided by ADB, 0 = no assistance provided. 
ADB = Asian Development Bank, Lao PDR = Lao People’s Democratic Republic 
Source: Independent Evaluation Department (based on Asian Development Bank project database). 

 

Table A4.4: Countries with No Policy Reforms Support 

Country Description of ADB's Assistance  
Bangladesh Assistance provided constituted all projects with microfinance component. 

Bhutan Focus is on enterprise development and credit line. 

People’s Republic of China Assistance provided for the sector was limited in scope and scale. One TA covered only 
one province and one region. The other TA (small scale) was to help build capacity of 
banks for wholesale lending. 

India Ongoing program loan limited to reform and development of cooperative sector and does 
not cover the whole microfinance sector.  The other ongoing project is mainly a credit 
line. 

Indonesia Assistance limited to one project with microfinance component; and grant for the 
restoration of enterprises and microfinance in Aceh. 

Mongolia Completed project mainly relied on credit line. Other projects (TA and grant) still ongoing. 

Papua New Guinea Completed project had no mainstreaming component. Project with mainstreaming 
component is new intervention and still ongoing. 

Samoa Only assistance provided was project with microfinance component. 

Sri Lanka Integration of microfinance in the rural finance sector development program was limited 
and did not lead to passage of a microfinance act and regulatory framework for 
microfinance. 

Timor-Leste Assistance mainly focused on establishing a microfinance bank and strengthening of 
credit unions. 

Uzbekistan Project loans heavily relied on the use of credit lines. 

Vanuatu TA provided was to expand outreach and not to mainstream microfinance in the financial 
sector. 

ADB = Asian Development Bank, TA = technical assistance. 
Source: Independent Evaluation Department (based on Asian Development Bank project database). 
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Table A4.5a: Sector Performance (End-2005 and End-2010) 
(Percent, unless shown otherwise) 

Country 
  

Average Client 
Loan 

Outstanding 
 ($) 

Growth Rate  
of Loan  

Outstandinga 

Average Loan 
Outstanding/GNI 

per capita  

Deposit/Loan 
Ratio PAR >30 days 

2005 2010 2005 2010 2005 2010 2005 2010 2005 2010 

Countries with policy reforms 

Azerbaijan 567 3,177 81 25 72 52 2 57 2 9 

Cambodia 303 927 35 39 66 135 43 82 1 1 

Kyrgyz Rep 1062 612 31 (7) 236 72 0 2 3 3 

Lao PDR na 236 na 68 na 24 na 100 na 5 

Nepal 126 182 42 42 43 34 28 33 7 3 

Pakistan 154 152 39 24 21 14 11 59 5 4 

Philippines 156 189 29 (1) 13 9 81 72 7 6 

Tajikistan 2,239 3,087 48 41 678 397 74 73 19 4 

Viet Nam 152 549 28 17 24 50 28 35 2 0 

Averagea 595 1,012 34 21 144 88 33 57 6 4 

Countries with no policy reforms 

Bangladesh 70 115 21 13 16 18 56 83 5 6 

Bhutan na 3,133 na 31 na 145 na 41 na 20 

PRC 128 5,822 43 (21) 7 136 5.4 14 2 0 

India 90 153 85 18 12 10 6 6 4 25 

Indonesia 582 308 14 (34) 50 12 161 221 10 20 

Mongolia 602 2,253 71 65 74 105 116 134 2 5 

PNG 213 2,008 na 25 30 145 337 374 6 14 

Samoa 218 343 9 27 10 12 2 14 3 1 

Sri Lanka 163 385 92 61 14 16 78 94 7 7 

Timor Leste na 329 82 25 na 11 na 42 4 3 

Uzbekistan 97 3,592 70 25 18 284 0 80 2 2 

Vanuatu na na na na na na na na na na 

Averagea 240 1,676 34 (7) 26 81 85 100 5 10 
Overall 
Average 415 1287 46 23 87 83 64 81 6 7 

( ) = negative number. 
na = data not available. 
a average growth rate is weighted. 
GNI = Gross National Income; Lao PDR = Lao People’s Democratic Republic; PAR = portfolio at risk; PNG = Papua New Guinea; PRC 
= People’s Republic of China, Rep = Republic. 
Source: Mix Market (data reported by microfinance institutions to the Mix Market). 
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Table A4.5b: Sector Performance (End-2005 and End-2010) 
(Percent, unless shown otherwise) 

Country 

Operating 
Expense 

Ratio/Loan 
Portfolio Ratio 

Operating 
Self-

sufficiency 

Return on 
Assets 

 

Penetration 
Rate 

 

Growth Rate 
of Borrowers a 

Percent of 
Female Clients 

  2005 2010 2005 2010 2005 2010 2005 2010 2005 2010 2005 2010 

Countries with policy reforms 

Azerbaijan 14 11 126 115 3 3 na na 50 18 33 32 

Cambodia 21 12 126 129 4 3 9 32 13 11 75 81 

Kyrgyz Rep 11 19 128 121 3 4 9 24 42 19 77 68 

Lao PDR na 24 na 71 na (5) na 0 na 129 na 77 

Nepal 10 11 114 120 1 2 2 5 38 16 99 99 

Pakistan 24 25 76 100 (4) 1 1 5 30 50 45 57 

Philippines 27 27 120 117 4 3 7 14 23 5 90 83 

Tajikistan 21 13 134 112 5 1 1 8 36 21 na 35 

Viet Nam 6 4 52 74 (4) (2) 21 75 11 8 85 52 

Averagea 17 16 109 106 2 1 7 20 15 14 72 65 

Countries with no policy reforms 

Bangladesh 13 12 135 124 6 3 23 31 25 12 91 91 

Bhutan na 3 na 167 na 4 na na na 23 na 36 

PRC 13 2 106 139 0 1 0 1 (35) 49 53 18 

India 10 10 117 113 2 2 1 6 97 19 94 94 

Indonesia 11 8 126 137 4 4 7 1       na 37 67 83 

Mongolia 14 8 122 126 3 2 58 na 42 1 55 47 

PNG 358 85 16 63 (17) (6) 0 0 na  (31) na 36 

Samoa 49 30 79 126 (9) 8 na na (22) 10 100 100 

Sri Lanka 8 11 120 121 0 1 21 90 81 42 51 66 

Timor-Leste 33 23 91 119 (2) 4 1 1 (2) (20) 100 92 

Uzbekistan 34 15 154 115 27 2 na na 40 6 85 41 

Vanuatu na na na na na na na na na na na na 

Averagea 54 19 107 123 1 2 14 19 40 18 77 64 

Overall 
Average 39 18 106 114 1 2 11 19 28 22 78 65 

( ) = negative number, na = data not available. 
a average growth rate is weighted. 
Penetration rate = Total borrowers divided by poor population below $1.25 per day (sourced from World Bank, World 
Development Indicators). 
Lao PDR = Lao People Democratic Republic; PNG = Papua New Guinea; PRC = People’s Republic of China, Rep = Republic. 
Source: Mix Market (data reported by microfinance institutions to the Mix Market). 
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Table A5: Outcomes of ADB Staff Survey 
Criteria and Indicators No.  Respondents Percent Share 
Relevance of ADB Assistance 
I.   Appropriateness of ADB's microfinance assistance in addressing key constraints to sector growth 

Very appropriate (it addressed all constraints identified) 1 12.5 
Appropriate (addressed most of the constraints) 3 37.5 
Somewhat appropriate (addressed some constraints) 3 37.5 
Not applicable to me 1 12.5 

II. Appropriateness of the project design and financing instruments to the development priorities and institutional capacity of 
DMCs 
Very appropriate (design and financing instruments fully match the priorities 
and absorptive capacity) 

1 12.5 

Appropriate (design and financing instruments match most of the priorities 
and absorptive capacity) 

3 37.5 

Somewhat appropriate (matches some) 3 37.5 
Not applicable to me 1 12.5 

Responsiveness of ADB Assistance 
I. Adequacy of instruments used by ADB in meeting the sector development requirements 

Adequate 5 62.5 
Not applicable to me 3 37.5 

II.  Timing of ADB's assistance in responding to the needs of the microfinance sector 
Very timely 1 12.5 
Timely 3 37.5 
Somewhat timely 3 37.5 
Not applicable to me 1 12.5 

Results of ADB Assistance 
I.  Effectiveness of ADB's assistance in easing constraints to the expansion of microfinance services 

Highly effective  2 25.0 
Effective 3 37.5 
Have no sufficient information 2 25.0 
Not applicable to me 1 12.5 

II.  Extent that ADB assistance helped mainstream microfinance into the financial sector in the DMCs  
Well mainstreamed 2 25.0 
Partly or not so well mainstreamed 4 50.0 
Have no information 1 12.5 
Not applicable to me 1 12.5 

III.  Effectiveness of projects in reaching poor and low-income households 
Effective 4 50.0 
Less effective 1 12.5 
Not applicable to me 3 37.5 

Staff Training Budget Allocation 
Adequate 3 37.5 
Inadequate 3 37.5 
Less or somewhat inadequate 1 12.5 
No answer 1 12.5 

Staff Capacity and Skills for Microfinance   Adequate 3 37.5 
Somewhat inadequate 1 12.5 
Inadequate 1 12.5 
Not applicable to me 3 37.5 

Usefulness of Knowledge Products  
Very useful 1 12.5 
Useful 2 25.0 
Somewhat useful 5 62.5 

Budget Allocations for ADB to Play Strategic Role 
Adequate 2 25.0 
Less or somewhat adequate 3 37.5 
Have no information/not in a position to answer 1 12.5 
Not applicable to me 2 25.0 

ADB = Asian Development Bank, DMC = developing member country. 
Source: Independent Evaluation Department staff survey conducted for this study. 
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   Table A6.1:  ADB Assistance in Six Case Countries, 2000–2010 ($ million)  

Country 

Program and 
Sector 

Development 
Loan  

Project  
Loana PMC Grant and TA Total 

Percent 
of Total 
Amount 

Percent of ADB 
Total 

Microfinance 
Portfoliob 

  No.  Amount No.  Amount No.  Amount No. Amount No.  Amount     

Cambodia 1 40 1 20 1 3.6 2 1.6 5 65.2 7.1 2.3 

Pakistan 2 470 0 0 2 16.9 1 2 5 488.9 53.4 17.5 

PNG 0 0 2 22.6 0 0 0 6.9 2 29.5 3.2 1.1 

Philippines 1 150 0 0 1 20 3 3.2 5 173.2 18.9 6.2 

Uzbekistan 0 0 2 70 0 0 1 1.2 3 71.2 7.8 2.6 

Viet Nam 0 0 1 80 1 5 3 3.1 5 88.1 9.6 3.2 

Total 4 660 6 192.6 5 45.5 10 18 25 916 100 32.8 

Percent  16 72.1 24 21 20 5 40 2 100 100     
a There is no private sector operation in any of the six case countries. 
b Based on total of 88 projects in Table 1 in the main text. 
ADB = Asian Development Bank, No. = number, PMC = projects with microfinance components, TA = technical assistance.  
Source: Asian Development Bank project database. 
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Table A6.2: Yearly Distribution of ADB Microfinance Portfolio in Six Case 

Countries, 2000-2010 ($ million) 

Year 

Program and 
Sector 

Development 
Loan 

Project Loan PMCa 
Grant 
& TA Total Percent 

2000 150.0 109.6 1.9 1.9 263.4 28.8 

2001 0.0 0.0 3.6 0.5 4.0 0.4 

2002 0.0 20.0 20.0 0.4 40.4 4.4 

2003 0.0 0.0 20.0 0.5 20.5 2.2 

2004 0.0 0.0 0.0 0.3 0.3 0 

2005 150.0 0.0 0.0 2.4 152.4 16.6 

2006 320.0 0.0 0.0 0.9 320.9 35 

2007 10.0 0.0 0.0 2.0 12.0 1.3 

2008 10.0 0.0 0.0 1.0 11.0 1.2 

2009 10.0 0.0 0.0 1.5 11.5 1.3 

2010 10.0 63.0 0.0 6.6 79.6 8.7 

Total 660.0 192.6 45.5 17.9 916.0 100 
a Allocation for the microfinance component. 
ADB = Asian Development Bank, PMC = projects with microfinance component, TA = 
technical assistance.  
Source: Asian Development Bank project database. 

 
 

Table A6.3: Number of Microfinance Providers and Microfinance Clients 
Surveyed  

Country MFI Clients Percent of 
Women 

Cambodia 11 100 87.0 

Pakistan 10 100 57.0 

Philippines 10 108 89.8 

Papua New Guinea 7 100 52.0 

Uzbekistan 8 100 50.0 

Viet Nam 10 100 57.0 

Total 56 608 65.8 

Source: Independent Evaluation Department surveys conducted for this study. 
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Table A6.4: List of MFIs Participating in the Client and Institutional Surveys 
Country Microfinance Institution Legal Form Client 

Survey 
Institution 

Survey 
Cambodia   Angkor Mikrohernhvtatho (Kampuchea) Co. Ltd (AMK)                                                                      Licensed MFI x x 

 Thaneakea Phum (Cambodia) Ltd (TPC)                                                                      Licensed MFI x x 

 KREDI Microfinance Institution                                                                  Licensed MFI x x 

 SAMIC Microfinance                                                                   Licensed MFI x x 

 SEILANITHIH Ltd                                                            Licensed MFI x x 

 Intean Poalroath RongRoeuring LTD (IPR)                                                                      Licensed MFI x x 

 CHAMROURN Microfinance Ltd.                                                                Licensed MFI x x 

 Entean Akphivath Pracheachun Ltd (EAP)                                                                      Licensed MFI x 0 

 Cambodia Business Integrated Rural Development (CBIRD)                                                                    Licensed MFI x x 

 Cambodian Community Savings Federation (CCSF)                                                                     NGO    x x 

  Village Development Association (VDA)                                                                     NGO    x x 

Pakistan   KASHF Foundation                                                         NGO    x x 

 KASHF Microfinance Bank                                                 Microfinance Bank x x 

 DAMEN                                                                    NGO    x x 

 AKHUWAT                                                                  NGO    x x 

 Khushhali Bank Limited                                                   Microfinance Bank x x 

 First Microfinance Bank                                                  Microfinance Bank x x 

 National Rural Support Program (NGO)                                         RSP-NGO    x x 

 BRAC Pakistan                                                            NGO    x x 

 National Rural Support Program  Bank                                                                Microfinance Bank x x 

  Tameer Bank                                                              Microfinance Bank x x 

Philippines Cooperative Bank of Batangas                                                              Rural Bank    x x 

 Sumapi Multi-purpose Cooperative                                                               Cooperative  x x 

 Tulay Sa Pagunlad Inc. (TSPI)                                                                     NGO    x x 

 FCB Foundation                                                           NGO    x x 

 Quinoguitan Multi-purpose Cooperative                                                          Cooperative  x x 

 MILAMDEC                                                                 NGO    x x 

 Katipunan Bank (ZN), Inc.                                                Rural Bank    x x 

 CB Misamis Oriental                                                      Rural Bank    x x 

 Ok Bank                                                                  Thrift Bank    x x 

  CCT                                                                    Cooperative  x x 

PNGa       Nationwide Microbank Ltd   Microfinance Bank x x 

PNG Microfinance Ltd                                             Microfinance Bank x x 

 NASFUND Contributors Savings and Loans Society                           Savings and Loan 
Society 

x x 

 National Farmers Savings and Loans Society                               Savings and Loan 
Society 

x x 

 East New Britain Savings and Loans Society                               Savings and Loan 
Society 

x x 

 Police & State Services Savings & Loans Society                          Savings and Loan 
Society 

x x 
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Country Microfinance Institution Legal Form Client 
Survey 

Institution 
Survey 

  Teachers Savings and Loans Society Ltd                                   Savings and Loan 
Society 

x x 

Uzbekistan Agro Bank                                                                Commercial Bank  x 0 

 Asaka Bank                                                               Commercial Bank  x 0 

 Bank Ipak Yuli                                                           Commercial Bank  x x 

 Barakat Microcredit 
Organization 

x x 

 Renesans                                                             Microcredit 
Organization 

x x 

 Ehtirom Plus Microcredit 
Organization 

x x 

 BV Finans Invest                                                         Microcredit 
Organization 

x x 

 Garant Invest Credit Union 0 x 

 Kafotli Samoya                                                           Microcredit 
Organization 

x x 

 Turon Kapital Credit Union 0 x 

  Tashkent Kapital Credit Union 0 x 

Viet Nam    Central Credit Fund Bank x 0 

 Capital Aid Fund for Employment of the Poor MFI NGO 0 x 

 Dong Trieu Women Development Fund                                       MFI NGO x x 

 Ninh Phuoc Development Women Assistance Fund                                          MFI NGO x 0 

 M7- Dien Bien District MFI NGO 0 x 

 M7-  Mai Son MFI NGO 0 x 

 Mekong Microfinance Organization MFI NGO 0 x 

 Poor Center MFI NGO x x 

 People Credit Fund                              Cooperative x x 

 Thanh Hoa Fund for Poor Women                            MFI NGO x x 

 Tien Giang Development Women Assistance Fund                                                       MFI NGO x 0 

 TYM Microfinance Institution                                         Licensed MFI x x 

 Uong Bi Women Development Fund                                       MFI NGO x x 

 Viet Nam Bank of Agricultural and Rural Development                              State-owned Bank    x 0 

  Viet Nam Bank for Social Policy              State-owned Bank x 0 

a Sample MFIs in PNG participated in the MFI survey but only Nationwide Microbank submitted financial data. 
x = participated in the survey; 0 = did not participate in the survey. 
MFI = microfinance institution, NGO = non-government organization, PNG = Papua New Guinea, RSP = rural support 
program. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team. 
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Table A6.5: Branches Visited by the Evaluation Mission 
Country Legal Status Branch 

Cambodia   
• ACLEDA Commercial Bank Kong Pisey 

• Sathapana Licensed MFI Ang Snoul 

• Amret Licensed MFI Ponheau Leu 

Pakistan   
• Kashf Foundation NGO Lahore 

• First Microfinance Bank Microfinance Bank Rawalpindi 

• Khushhali Bank Microfinance Bank Rawalpindi 

Papua New Guinea   
• Nationwide Microbank Licensed Microbank Port Moresby 

Philippines   
• CCT Cooperative Cooperative Intramuros 

• TSPI Development NGO Taguig 

• OK Bank Thrift Bank Tondo 

Uzbekistan   
• Asaka Bank Commercial Bank Tashkent 

• Ipak Yuli Bank Commercial Bank Tashkent, Yangiyul 

• Agro Bank Commercial Bank Yangiyul, Buka 

Viet Nam   
• Central Credit Fund Credit Cooperative Thanh Thuy, Dong Hoi 

• TYM Licensed MFI Hai Duong Province 
CCT = conditional cash transfer, MFI = microfinance institution, NGO = non-government 
organization.  
Source: Independent Evaluation Department, Evaluation team.  

 
 

Table A6.6: Products and Services Used by Sample Clients (Percent Share) 
Products and Services CAM PAK PNG PHI UZB VIE All 
Credit 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Savings 33.0 55.0 96.0 100.0 3.0 38.0 54.8 
Microinsurance 1.0 27.0 41.0 94.4 3.0 66.0 39.5 
Remittance service 19.0 8.0 10.0 29.6 61.0 2.0 21.7 
Domestic money transfer  27.0 19.0 59.0 52.8 69.0 19.0 41.1 
Mutual benefit fund 0.0 100.0 27.0 78.7 0.0 8.0 36.2 
Property insurance  1.0 0.0 10.0 17.6 94.0 8.0 21.7 
Others 3.0 26.0 33.0 28.7 30.0 6.0 21.2 
CAM = Cambodia, PAK = Pakistan, PNG = Papua New Guinea, PHI = Philippines, UZB = Uzbekistan, VIE = Viet Nam. 
Microinsurance includes life, medical, and health insurance. 
Mutual benefit fund is the fund contributed by borrowers to be used to repay the outstanding loan in case of death of 
a borrower and provide the deceased client’s family with monetary benefits. 
Others include payment and mobile banking services. 
Source: Independent Evaluation Department surveys conducted for this study. 
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Table A6.7: Microfinance Institutions: Key Financial Performance Indicators 
2000–2010 

(Weighted Averages, Percent) 

Country 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Average 

Portfolio at Risk (> 30 days) 

Cambodia ... ... ... 1.3 0.7 1.6 0.6 0.3 0.5 4.0 2.2 1.9 

Pakistan 9.2 6.0 7.7 4.1 2.6 1.8 1.6 1.1 5.9 23.6 16.3 7.3 

PNG ... ... ... ... ... ... ... ... 11.0 25.9 17.8 18.2 

Philippines 6.2 6.9 5.0 4.6 4.8 3.4 3.4 3.9 3.9 2.4 3.2 4.3 

Uzbekistan ... ... ... ... 8.9 0.7 0.6 0.7 0.6 0.9 1.7 2.0 

Viet Nam 1.6 0.7 1.0 0.7 0.6 1.1 0.6 0.3 0.1 0.1 0.1 0.6 

Average 5.7 4.5 4.6 2.7 3.5 1.7 1.4 1.3 3.7 9.5 6.9 5.6 

Operating Expense Ratio 

Cambodia ... ... ... 34.4 27.1 27.5 25.3 18.2 17.0 15.6 17.3 21.7 

Pakistan ... 36.2 44.1 34.8 28.9 28.0 26.3 21.6 16.5 16.5 28.4 31.5 

PNG ... ... ... ... ... ... ... 61.9 62.3 60.0 69.0    63.3  

Philippines ... 43.9 49.8 41.0 41.5 42.6 45.1 46.0 47.2 49.5 44.9 44.4 

Uzbekistan ... ... ... ... 27.2 16.5 18.0 17.9 19.6 19.8 16.9 18.9 

Viet Nam ... 2.1 1.8 1.6 1.6 2.0 5.5 2.4 2.6 2.3 2.8 2.1 

Average ... 3.0 2.6 2.6 2.6 2.6 27.8 6.7 6.8 7.5 14.0 5.5 

Operational Self-Sufficiency  

Cambodia ... ... ... 149.4 167.4 160.8 146.3 145.2 138.1 143.6 129.0 147.5 

Pakistan ... 156.5 88.3 114.3 117.0 126.6 126.2 143.5 66.0 22.2 60.7 102.9 

PNG ... ... ... ... ... ... ... 166.3 114.4 123.9 75.2 119.9 

Philippines ... 127.9 118.1 117.1 120.2 114.0 103.7 105.8 105.5 101.5 101.3 111.6 

Uzbekistan ... ... ... ... 76.3 73.7 70.4 70.3 65.1 82.4 96.5 78.5 

Viet Nam ... ... ... 80.9 86.3 85.2 135.2 112.4 109.8 114.3 114.1 102.1 

Average ... 142.5 107.5 81.8 87.1 85.7 112.2 113.1 103.1 103.2 104.2 102.0 

Financial Self-Sufficiency  

Cambodia ... ... ... ... 109.6 142.4 111.0 114.8 100.6 99.1 102.7 111.5 

Pakistan ... 95.1 73.5 96.5 104.2 101.4 102.7 123.5 62.6 19.9 59.3 87.6 

PNG ... ... ... ... ... ... ... 137.7 100.1 113.4 71.6  105.7  

Philippines ... 120.0 114.9 112.3 112.5 106.8 97.9 103.4 92.8 99.7 99.2 106.4 

Uzbekistan ... ... ... ... 76.3 62.3 58.3 63.0 65.0 82.0 93.9 73.8 

Viet Nam ... ... ... 79.9 84.1 84.0 122.6 108.8 102.1 111.1 108.6 100.2 

Average ... 107.3 100.2 80.4 84.5 84.4 96.8 107.9 95.6 99.9 99.5 99.0 
… = data not available, MFI = microfinance institution, PNG = Papua New Guinea. 
Source: Data submitted by sample MFIs to the Independent Evaluation Department, Evaluation team. 

 

 



 
 

APPENDIX 7: LITERATURE REVIEW ON MICROFINANCE IMPACTS 
 

 
1. Despite the rapid rise of microfinance in the past three decades and that provision of small 
loans to the poor is often considered an effective poverty-reducing instrument, the literature on the 
welfare impact of microfinance remains largely inconclusive.  
 
2. The evolution of the literature on microfinance impacts from generally positive results that 
supported microfinance advocates to results that are cited by skeptics largely reflects improvements in 
impact evaluation methodology and the quality of data used for analysis. As Banerjee and Duflo (2011) 
point out, many early findings were anecdotal or based on limited case studies.1 A detailed review by 
Goldberg (2005) concluded that few microfinance impact evaluations adequately addressed the 
sources of selection bias, extending Morduch’s (1999) observation that selection bias could not be 
addressed simply by the application of sophisticated econometric techniques to poorly-designed data 
sets.2 More recently, randomized controlled trials, application of advanced quasi-experimental methods 
to carefully designed data sets, and a few good natural experiments have enhanced the general 
knowledge on microfinance impacts. Results are still mixed and seem to depend on the features of 
microfinance programs, the context in which they operate, and how directly they affect the welfare 
measures under examination.3

3. Microfinance outreach to the poor. The degree to which microfinance reaches the poor has 
come under increased scrutiny as the microfinance industry has moved toward financial sustainability 
and individual rather than group liability. Khandker (1998, 2003) showed that microfinance programs 
in Bangladesh hit the intended targets, and Montgomery (2005) confirmed the same for Pakistan.

 This appendix provides findings of key recent studies, focusing on 
outcomes of interest to this study, ordered roughly as they appear in the causal chain.  

4 In 
contrast, Kondo et al. (2008) showed that only less than 10% of microfinance clients in the Philippines 
qualified as poor.5 Similarly, Coleman (2006) found that the relatively wealthy in Northeast Thailand 
had higher propensity to participate in microfinance and they tended to borrow larger amounts than 
others.6 Bebczuk and Haimovich (2007) revealed only modest proportions of poor households reached 
in seven Latin American countries, ranging from 1.3% in Mexico to 24.4% in Peru.7 Flory (2011) 
demonstrated that outreach may be underestimated if spillovers are neglected.8 Finally, adding the 
dimension of vulnerability to the goal of outreach to the poor and using panel data from microfinance 
programs in Bangladesh (Grameen Bank, Bangladesh Rural Advancement Committee, and Association 
for Social Advancement), Amin et al. (2003) found that microfinance programs were much less 
successful in reaching the group most prone to destitution, the vulnerable poor, i.e., households that 
are unable to smoothen consumption in the face of idiosyncratic income fluctuations.9

                                                
1 Banerjee A. V. and E. Duflo. 2011. Poor Economics. Public Affairs. New York. 

 The authors 

2  Goldberg, N. 2005. Measuring the Impact of Microfinance: Taking Stock of What We Know. Grameen Foundation USA 
publication series; Morduch, J. 1999. The Microfinance Promise. Journal of Economic Literature, Vol. 37, No. 4 (Dec., 1999): 
1569-1614. 

3 K. Odell. 2010. Measuring the Impact of Microfinance. Taking Another Look. Grameen Foundation USA. Washington, DC. 
4  Khandker, S. 1998. Fighting Poverty with Microcredit: Experience from Bangladesh. New York: Oxford University Press; 

Khandker, S. 2003. “Micro-Finance and Poverty: Evidence Using Panel Data from Bangladesh”. World Bank Policy Research 
Working Paper 2945; Montgomery, H. 2005. “Serving the Poorest of the Poor: The Poverty Impact of the Khushhali Bank’s 
Microfinance Lending in Pakistan,” ADB Institute. 

5  Kondo, T., A. Orbeta, C. Dingcong, and C. Infantado. 2008. “Impact of Microfinance on Rural Households in the Philippines”. 
Philippines Institute of Development Studies Bulletin 39(1): 51-70. 

6 Coleman, B. 2006. Microfinance in Northeast Thailand: Who Benefits and How Much? World Development, Vol. 34, No. 9: 
1612-1638. 

7 Bebczuk, R. and F. Haimovich. 2007. MDGs and Microcredit: An Empirical Evaluation for Latin American Countries. Working 
Paper No. 48. Universidad Nacional de la Plata, Argentina. 

8 Flory, J. 2011. Micro-Savings and Informal Insurance in Villages: How Financial Deepening Affects Safety Nets of the Poor, a 
Natural Field Experiment. Milton Friedman Institute for Research in Economics, Working Paper No. 2011-008. 

9 Amin S., A. S. Rai, and G. Ropa. 2003. Does Microcredit Reach the Poor and Vulnerable? Evidence from Northern Bangladesh. 
Journal of Development Economics, 70(1), 59-82. 
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argued that vulnerable poor households are perceived as greater risks and are therefore less attractive 
as clients for microcredit providers. 

4. Impact on household enterprises, employment, and profits. Microfinance loans are often used 
to finance household enterprises. In turn, this is expected to affect the employment of household and 
non-household members, and household income. Kondo et al. (2008) and Banerjee et al. (2010) found 
significant impacts on the probability that borrowers established household enterprises.10 Further, 
Kondo et al. (2008) found that use of microfinance had a significant positive impact on the enterprises’ 
number of employees. However, Karlan and Zinman (2010) found no effect on the likelihood that 
household members help in family businesses.11 Likewise, Coleman (1999, 2006) found no impact of 
microfinance on household production and employment in household enterprises, though there was a 
significant positive effect for a subset of community members.12 As regards profits, using randomized 
experiments Karlan and Zinman (2010) reported that increasing access to finance increased profits for 
enterprises owned by men but less so although not statistically significantly for women, similar to 
earlier results in del Mel, McKenzie, and Woodruff (2008, 2009).13 On the other hand, Montgomery 
(2005) found differentiated impacts by location and type of business activity, with a significant positive 
impact on microenterprise sales and profits among urban households and among the very poor 
borrowers in agriculture. Using a natural experiment and panel data of 960 households in four villages 
in Thailand over 11 years (1997-2007), Kaboski and Townsend (2012) found no increase in business 
starts, but increases in both business and labor incomes.14

 

 The authors attributed this to increased 
availability of working capital and to increased wages (a general equilibrium effect).  

5. Impact on consumption smoothing and risk management. Gertler, Levin, and Moretti (2009), 
using data from Indonesia Family Life Surveys, and Foster (1995), using data from Bangladesh, found 
that access to microfinance significantly improved consumption smoothing in the wake of shocks such 
as adult illnesses and floods.15 Similarly, Islam and Maitra (2012) found that microfinance enabled 
households to support post-shock consumption without selling assets.16

6. Impact on household income and consumption expenditure. Published estimates of 
microfinance impacts on household income and consumption expenditure vary widely. For instance, 
studies on the Bangladesh Rural Advancement Committee (BRAC) showed that clients increased their 
household expenditures by 28% and assets by 112%. For clients of Bank Rakyat Indonesia (BRI), average 
income of the borrowers increased by 112%, and 90% of households had moved out of poverty. In Viet 

 Karlan and Zinman (2010) 
found evidence that micro credit was associated with lower take-up rates for insurance, indicating that 
credit is a substitute for formal insurance. Considering savings as a means of risk management, Kondo 
et al. (2008) found a significant positive impact on both the probability of having a savings account 
and on the balance in the account. Karlan and Zinman (2010), on the other hand, found no significant 
impact on savings. 

                                                
10 Banerjee, A., E. Duflo, R. Glennester, and C. Kinnan. 2010. The Miracle of Microfinance? Evidence from a Randomized 

Evaluation, BREAD Working paper No. 278. 
11 Karlan, D., and J. Zinman. 2010. Expanding Microenterprise Credit Access: Using Randomized Supply Decision to Estimate the 

Impacts, Economic Growth Center Yale University Working Paper 976. 
12 Coleman, B. 1999. “The Impact of Group Lending in Northeast Thailand,” Journal of Development Economics, 60, 105-141. 
13 del Mel, S., D. McKenzie and C. Woodruff. 2008. Returns to Capital in Microenterprises: Evidence from a Field Experiment. 

Quarterly Journal of Economics 123: 1329-1372; del Mel, S., D. McKenzie and C. Woodruff. 2009. Are Women More Credit 
Constrained? Experimental Evidence on Gender and Microenterprise Returns, American Economic Journal: Applied Economics 
1: 1-32. 

14 Kaboski, J.P., and R.M. Townsend. 2012. The Impact of Credit on Village Economies. American Economic Journal: Applied 
Economics 2012, 4(2): 98-133. 

15 Gertler, P., Levine, D. I., & Moretti, E. 2009. Do Microfinance Programs Help Families Insure Consumption Against Illness? 
Health Economics, 18(3): 257–273; Foster, A. D. 1995. Prices, Credit Markets and Child Growth in Low Income Rural Areas. The 
Economic Journal, 430: 551–570. 

16 Islam, A. & Maitra, P. 2012. Health Shocks and Consumption Smoothing in Rural Households: Does Microcredit Have a Role to 
Play? Journal of Development Economics 97(2): 232 - 243. 



74 Appendix 7 
 

Nam, Save the Children’s clients reduced food deficits from 3 months to 1 month.17 MkNelly and 
Dunford (1999) reported that incomes of about 70% of the clients of CRECER in Bolivia had increased 
after the clients joined the program; in addition 86% of the clients reported that their savings had 
increased, whereas 78% of them did not have any savings before joining the program.18 For India, 
Simanowitz (2002) showed that 75% of SHARE clients had significant improvements in their economic 
well-being (sources of income, ownership of productive assets, housing conditions, and household 
dependency ratio) and that half of the clients graduated out of poverty.19

7. Several studies have found heterogeneous impacts among clients in a given program, with 
positive impacts on richer households, and no (or even negative) impacts on poorer households. For 
instance, data from the Philippines showed that the availability of microloans had a positive and mildly 
significant impact on the per capita income as well as for the per capita total expenditure and per 
capita food expenditure. However, that impact was regressive, increasing for better-off clients but 
decreasing for poorer households. Hulme and Mosley (1996), using data from Indonesia, India, 
Bangladesh and Sri Lanka, found an average positive impact on income in general and a larger impact 
for better-off members. 

   

20

8. Impact on household assets. Prolonged participation in a microfinance program is expected to 
affect not only short-term flows but perhaps stocks of household assets. Again, the literature shows 
different results ranging from insignificant to positive impacts. Kondo et al. (2008) did not find a 
significant impact on household assets. Using data from Bangladesh, Pitt and Khandker (1998) showed 
that credit program participation by women increased the value of their nonland asset holdings, while 
participation by men did not.

 Yet, more recent carefully designed experimental studies showed no impact 
or even perverse effects. For instance, Karlan and Zinman (2010) found no significant impact on total 
household income, nor effect on two key measures of consumption, i.e., food quality and the 
likelihood of visiting a doctor due to financial constraints. Banerjee et al. (2010) also found no 
significant impact on average monthly expenditure per capita. 

21

 

 Using data from Thailand, Kaboski and Townsend (2002) corroborated 
Pitt and Khandker’s results. Coleman (1999, 2006), on the other hand, found no significant impact on 
physical assets. Using data from Thailand, Kaboski and Townsend (2012) recorded an actual decline in 
assets. 

9. Impact on children’s education. The impacts of microfinance on educational expenditures, 
school enrollment, and educational attainment are highly heterogeneous across studies. It may be the 
case that access to loans has contradictory effects on school enrollment. On the one hand, loans 
support educational expenditures and may increase demand for education because of income, risk-
management, gender, and informational effects. On the other hand, for credit-constrained households 
that cultivate land or operate labor-intensive microenterprises, loans create new demands for farming, 
working in microenterprise or taking care of siblings while parents operate the new or expanded 
business.  

10. Kondo et al. (2008) and Coleman (1999, 2006) found that microfinance had no significant 
impact on educational expenses. Montgomery (2005) found that the impact on per-child education 
expenditure was positive and significant and the impact on the very poor was larger than for other 
households. Montgomery (2005) also found mixed impacts on the probability of school enrollment, 
with a positive impact for the very poor. Becchetti and Conzo (2010) showed a positive effect of 

                                                
17 Consultative Group to Assist the Poor (CGAP). What do we know about the impact of microfinance? As cited on 31 May 2012 

at  www.cgap.org/p/site/c/template.rc/1.26.1306. 
18 MkNelly, B. and C. Dunford. 1999. Impact of Credit with Education on Mothers and their Young Children’s Nutrition. CRECER. 

Freedom from Hunger. Research Paper No. 5. Davis, California. 
19 Simanowitz, A. 2002. Ensuring Impact: Reaching the Poorest while Building Financially Self-Sufficient Institutions, and Showing 

Improvement in the Lives of the Poorest Women and their Families. Imp-Act, Institute of Development Studies. UK.  
20 Hulme, D. and Mosley, P. 1996. Finance Against Poverty, Vols. 1 and 2, Routledge: London. 1996. 
21 Pitt, M., and S. Khandker. 1998. The Impact of Group-Based Credit Programs on Poor Households in Bangladesh: Does the 

Gender of Participants matter? Journal of Political Economy, 106: 958-96. 
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microfinance on child schooling only when parent income was above a certain threshold and the 
household was far away from the school.22 Bebczuk and Haimovich (2007) found that access to credit 
improved primary school attainment in 5 out of 11 household surveys covering Bolivia, Guatemala, 
Haiti, Mexico, and Nicaragua. Pitt and Khandker (1998) found large, statistically significant effects of 
credit program participation on the school enrollment for boys and girls aged 5-17 in Bangladesh; the 
impact on boys was larger.  For rural Bolivia, Maldonado and Gonzales-Vega (2008) found that children 
of clients with longer than two-year memberships in a microfinance program had almost 1-year less 
education gap than children of new clients.23

 

 On the other hand, studies that used experimental 
designs, including Banerjee et al. (2009) for India and Zinman (2010) for the Philippines, showed no 
significant positive impact of microcredit on school enrollment.  

11. Impact on health. Improvements in household welfare are also indicated by improvements in 
health. Using data from rural Bangladesh, Pitt et al. (2003) found that credit provided to women had a 
large and statistically significant impact on two of three measures of boys’ and girls’ health, while 
credit provided to men had no statistically significant impact.24 Montgomery (2005), using data from 
Pakistan, found that per capita expenditure on health was not affected by credit-related treatment 
variables, though positive impacts were found for direct measures of health. The probability of seeking 
medical treatment when a child was ill and of seeking treatment by a trained professional when 
needed was enhanced by microcredit. Coleman (1999, 2006) found microcredit had no significant 
impact on medical expenses. At a more aggregate level, Deloach and Lamanna (2011) found that the 
presence of microfinance institutions in Indonesian communities significantly improved the health of 
children.25

12. Impact on empowerment of women. Women have often been the primary targets of 
microfinance programs because they are seen to invest more in family security and welfare. According 
to Swain and Wallentin (2007), microcredit, along with microsavings and group solidarity, did seem to 
change women’s lives because access to financial services enabled the borrowers to increase their 
productivity and income, and they become more confident and assertive. Women’s access to 
microfinance in India resulted in significant changes in their decision-making when loans channeled 
through women’s groups were combined with investment in social intermediation. The positive effects 
intensified when women were members of the group for a longer period.

 On the other hand, the experimental study by Banerjee et al. (2010) found no microfinance 
impact on health.  

26

13. Cheston and Kuhn (2002) undertook a survey involving over 100 microfinance institutions and 
partners in Ghana to determine when, how, and why women are empowered.

 

27 The study found 
strong evidence that microfinance institutions contributed to women’s empowerment, including 
increased self-confidence and self-esteem and women’s increased participation in household decision-
making. In Nepal, as a result of the Women’s Empowerment Project, 68% of women experienced an 
increase in their decision making role in the areas of family planning, children’s marriage, buying and 
selling property, and sending their daughters to school.28

                                                
22 Becchetti, L. and Conzo, P. 2010. The controversial effects of microfinance on child schooling: A retrospective approach. 

University of Rome. Tor Vergata.  

 Although several studies have shown that 

23 Maldonado, J. H. and Gonzalez-Vega, C. 2008. Impact of Microfinance on Schooling: Evidence from Poor Rural Households in 
Bolivia. World Development 36(11), 2440 - 2455. 

24 Pitt, M., S. Khandker, O. Chowdhury and D. Millimet. 2003. Credit Programs for the Poor and the Health Status of Children in 
Rural Bangladesh. International Economic Review, 44 (1) 87-118. The two measures with significant impacts were arm 
circumference and height-for-age of boy and girl children. The measure with no statistical significant impact was the children’s 
body-mass-index. 

25 DeLoach, S. B. and E. Lamanna. 2011. Measuring the Impact of Microfinance on Child Health Outcomes in Indonesia, World   
Development, 39(10): 1808-1819. 

26 Swain, R. B., and F. Y. Wallentin. 2007. Empowering Women through Microfinance. Poverty in Focus, United Nations 
Development Program. December. 

27 Cheston, S., and L. Kuhn. 2002. Empowering Women through Microfinance. Accessed on 2 June 2012 at: 
http://www.microcreditsummit.org/papers/empowerment.pdf. 

28 Ashe, J., and L. Parrott. 2002. Impact Evaluation of PACT's Women's Empowerment Program in Nepal. Journal of Microfinance, 
Vol. 4, No. 2: 137 - 162. 
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76 Appendix 7 
 

women’s status was improved through microfinance, there have been reports of women’s access to 
microcredit resulting in domestic violence. Women borrowers tend to work longer hours and may lose 
control over financial resources and decision making to a male member of the family. 
 

 
 

 



 
 

 APPENDIX 8: IMPACT EVALUATION FRAMEWORK 
 

 
 Microfinance programs have various direct and indirect effects on household welfare 
depending on program and household attributes and on the environment and time frame involved. 
Direct effects can be classified according to whether they operate through household enterprises or 
through household finances (Figure A8). Microcredit can foster the formation or expansion of 
household enterprises and provide them with working capital. The impact of microfinance on 
employment is ambiguous: Some enterprises might expand their labor forces but others might 
substitute physical capital for labor. Enterprises contribute to household income through their net 
contribution to income after credit repayment. To the extent that enterprises employ nonhousehold 
labor, changes in enterprise operations may be transmitted to them as well. The second channel 
through which microfinance affects household welfare is through household finances. Microcredit and 
microsavings contribute to consumption smoothing, acquisition of consumer durables, and education 
and health costs. Microcredit, microsavings, and micro-insurance all provide mechanisms for dealing 
with negative shocks. Higher level indicators of household welfare include education outcomes, health 
outcomes, and accumulation of assets. Good outcomes in any dimension contribute to empowerment 
of the individuals and households involved. Household attributes (control variables) and outcome 
indicators used in this impact evaluation are listed in Table A8. 

 
 
 
 
 
 
 
 
 
 
 
 

 
 

  

Figure A8: Causal Chain of Microfinance on Household Outcomes 
 

 
 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team based on literature 
review.  
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Table A8: Control Variables and Outcome Indicators 
 
Variable 
 

Definition and Computation 

Control Variables: 

HH head, male 
 

Gender of household head (0 = female, 1 = male) 

HH head, age 
 

Age of household head in years 

HH head or spouse, elementary Dummy variable of the elementary level (6 years of schooling) completed 
by household head or spouse with higher education  

HH head or spouse, secondary Dummy variable of the secondary level (12 years of schooling) completed 
by household head or spouse with higher education 

HH head or spouse, tertiary Dummy variable of post high school (more than 12 year of schooling) 
completed by household head or spouse with higher education  

HH head, agriculture 
 

Household head works in agriculture (0 = no, 1 = yes) 

HH head, industry 
 

Household head works in industry (0 = no, 1 = yes) 

HH head, services 
 

Household head works in services (0 = no, 1 = yes) 

Working age adults Number of working age adults in the household  
(ages 19 – 55 for female, ages 19 – 60 for male) 

House land area 
 

Area of the land plot occupied by the house, square meters 

House location 
 

Dummy variable (0 = urban, 1 = rural) 

Outcome Indicators: 
HH per-capita income  
 

Viet Nam: million VND during 12 months preceding the survey 
Pakistan: thousand rupees during 12 months preceding the survey 

HH per-capita expenditure  
 

Viet Nam: million VND during 12 months preceding the survey 
Pakistan: thousand rupees during 12 months preceding the survey 

 
Housing quality indexa 

 

 
𝐻𝑄𝐼 =  ∑ 𝑎𝑖

8𝑖
   

HH has enterprise 
 

Dummy variable  (0 = no enterprise; 1 = at least one enterprise) 

Number of employees in HH enterprises, 
current  

Number of employees working in the household enterprises at survey time 

Growth in number of employees in HH 
enterprises 

Number of employees at survey time minus the number of employees 
before the household’s first loan reported in the survey 

Income from HH enterprises 
 

Viet Nam: millions VND during 12 months preceding the survey 
Pakistan: thousands Rupees during 12 months preceding the survey 

Proportion of males working 
 

Proportion of male household members aged 19-60 who are working 

Proportion of female working 
 

Proportion of female household members aged 19-55 who are working 
 

HH has savings account 
 

Dummy variable  (0 = no savings account; 1 = at least one savings 
account) 

Amount in savings accounts 
 

Viet Nam: million VND at survey time 
Pakistan: thousand rupees at survey time 

HH used a formal loan to fund recovery 
from a shock 

Dummy variable (0 = no; 1 = yes) 

Proportion of boys enrolled in school 
 

Household proportion of school-age boys (age 6 – 18) enrolled in school 

Proportion of girls enrolled in school 
 

Household proportion of school-age girls (age 6 – 18) enrolled in school 

Education expenses per enrolled child 
 

Viet Nam: million VND during 12 months preceding the survey 
Pakistan: thousand rupees during 12 months preceding the survey 

Healthcare expenditure per capita 
 

Viet Nam: million VND during 12 months preceding the survey 
Pakistan: thousand rupees during 12 months preceding the survey 

Height-for-age indicator for children age  Dummy variable (0 = child is below the WHO gender-specific median; 1 = 
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Variable 
 

Definition and Computation 

0 – 5 yearsb child is at or above the WHO gender-specific median) 

Weight-for-age indicator for children age  
0- 5 yearsb 

Dummy variable (0 = child is below the WHO gender-specific median; 1 = 
child is at or above the WHO gender-specific median) 

a HQI = housing quality index is an index of eight attributes: (i) access to potable water, (ii) access to electricity, (iii) having 
sanitary garbage disposal, (iv) having permanent walls, (v) having permanent floors, (vi) having a permanent roof, (vii) 
having a sanitary toilet, (viii) not overcrowded (i.e., not more than two persons per bedroom on average 1 if the house 
possesses the attribute; 0 otherwise).  
b  Computed based on the World Health Organization Child Growth Standards. 2011. 
http://www.who.int/childgrowth/standards/en/ (Accessed 8 June 2012). 
HH = household, VND = Vietnamese dong, WHO = World Health Organization. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team.  
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APPENDIX 9: SAMPLING SCHEME 
 

 
A.  Summary 
 
1. The sampling design was driven by the fact that this is an ex-post evaluation. The sample size 
required for precise estimation of a proportional difference due to treatment was calculated as 2,200 
(evenly split across each treatment and comparison pair).1 In each country, there are two types of credit 
providers (CPs), those that received Asian Development Bank (ADB) funds (treatment CPs) and those 
that did not (comparison CPs). In addition, following previous studies, incoming clients in planned 
expansion areas, i.e., those who meet eligibility requirements for microfinance services but have not yet 
received loans, were used as comparison clients.2

 

 This implies eight groups of sample households: (i) 
CET = clients in existing areas of treatment CP; (ii) NET = nonclients in existing areas of treatment CP; 
(iii) CPT = clients in planned areas of treatment CP; (iv) NPT = nonclients in planned areas of treatment 
CP; (v) CEC = clients in existing areas of comparison CP; (vi) NEC = nonclients in existing areas of 
comparison CP; (vii) CPC = clients in planned areas of comparison CP; and (viii) NPC = non-clients in 
planned areas of comparison CP. In the case of Viet Nam, the survey firm informed us that the credit 
providers, Viet Nam Bank for Agriculture and Rural Development (VBARD) and People’s Credit Fund 
(PCFs), did not have planned expansion areas; thus only four household groups were sampled. 

2. Our sampling strategy had three features designed to help control for unobservable 
characteristics. First, treatment and comparison branches of the lenders were selected by exactly the 
same procedure based on the client density within their service areas. Treatment and comparison 
branches were situated close to each other, subject to the restriction that their service areas did not 
overlap. Second, for each CP branch, client and non-client households were drawn from the same 
communes, so they likely shared many features. And third, existing and planned areas were drawn 
from the same CP branch, and thus existing clients would likely share the same unobserved 
characteristics as incoming clients in planned expansion areas. A summary of the survey sample 
households is in Table A9.1. Details of the sample size calculation and sampling design for each country 
are given below. 
 

Table A9.1: Household Survey Sample 

Client Status 
Credit Provider Status 

Treatment CP Comparison CP 
Existing Areas Planned Areas Existing Areas Planned Areas 

PAKISTAN 
Client CET (218) CPT (230) CEC (254) CPC (182) 

Nonclient NET (230) NPT (245) NEC (254) NPC (200) 
VIET NAM 

Client CET (539) na CEC (574) na 
Nonclient NET (545) na NEC (512) na 

( ) = number of sample households used for impact estimation, CEC = clients in existing areas of comparison CP, CET = 
clients in existing areas of treatment CP, CP = credit provider, CPC = clients in planned areas of comparison CP, CPT = 
clients in planned areas of treatment CP, na = not applicable, NEC = non-clients in existing areas of comparison CP, NET = 
non-clients in existing areas of treatment CP, NPC = nonclients in planned areas of comparison CP, NPT = nonclients in 
planned areas of treatment CP. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team. 

                                                
1 1,100 households each for the treatment and control is recommended in the case of measuring proportions and no prior 

knowledge of the distribution, i.e. using the simple random sampling formula 
2 2 2/n z eασ= assuming maximum variance 

of 0.25 [0.5*(1-0.5)], z=1.96 for a 0.05 level of significance, and effect size e=0.03 Lohr, S. 2010. Sampling, Design and 
Analysis, Second Edition. Cengage Learning Publishers.  

2   For example, Kondo, T., A. Orbeta, C. Dingcong, and C. Infantado. 2008. “Impact of Microfinance on Rural Households in the 
Philippines”. Philippines Institute of Development Studies Bulletin 39(1): 51-70; Coleman, B. 2006. Microfinance in Northeast 
Thailand: Who Benefits and How Much? World Development, Vol. 34, No. 9: 1612-1638. 
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B. Pakistan 
 
3. The evaluation is based on ADB’s Microfinance Sector Development Program (MSDP) which was 
approved in December 2000 and completed in 2008.3

 

 The program included a policy component to 
support development of an overall policy and regulatory framework for microfinance and a credit line 
to Khushhali Bank (KB) to support microfinance lending. During the same period six new microfinance 
institutions (MFIs) were established: these new MFIs did not receive ADB credit lines. Thus, the first level 
of treatment and comparison focuses on CPs that did or did not receive an ADB credit line. 

4. From year-end 2001 to year-end 2007, the number of KB borrowers increased from 12,755 to 
283,965. In addition, the new MFIs had 151,422 borrowers by year-end 2007.4

 

 To increase outreach, 
KB and the new MFIs identified potential areas for future operation and clients in those areas (planned 
areas). Clients in the planned areas met the eligibility requirements for microfinance services, but loans 
had not yet been disbursed at the time of the survey. Existing service areas and planned areas provide a 
second level of treatment and comparison. This structure supports implementation of a quasi-
experimental technique known as the pipeline design, which provides the mechanism to control for 
sample selection bias. Finally, client and nonclient households exist in all four areas. 

5. The sample structure is summarized in Figure A9.1. The sample is stratified by geographic 
region. It is not representative of all clients and non-clients because it is drawn from CP service and 
planned areas that were purposely selected to ensure good matching between treatment and 
comparison CP branches. The sample is clustered at the district level.5

 

 The sampling procedures 
followed the steps described below. 

1. Selecting KB Branches 
 
6. KB provided a complete list of all branches, which were sorted from largest number of clients 
to smallest. The largest 69 branches covered 80% of all 337,799 KB clients as of January 2012. The 
geographical strata to which these 69 branches belong were identified as: Northern, Eastern, Central, 
and Southern. The sampling rate of 25 means that 11 branches (from among 69) were required to 
acquire 275 sample households of each type. These 11 branches were allocated across the regions in 
proportions equal to the proportions of clients. The sample KB branches were randomly drawn from 
among the KB branches in each region. The existing and planned areas of each KB branch contain 
several villages. One village was drawn randomly from those in each KB branch’s existing area and 
planned area.  
 

2. Selecting Comparison Microfinance Provider Branches 
 
7. Based on the sampling rate of 25 households per village, eleven comparison CP branches were 
required. These were distributed across four of six potential comparison CPs in proportion to the 
number of clients served by the comparison CPs.6

                                                
3 ADB. 2000. Report and Recommendation of the President to the Board of Directors on Proposed Loans to the Islamic Republic 

of Pakistan for the Microfinance Sector Development Program. Manila. 

 The specific branches were drawn randomly from 
among all branches of the comparison CPs. The existing and planned areas of each comparison CP 
branch contain several villages. One village was drawn randomly from those in each comparison CP 
branch’s existing area and planned area.  

4 ADB. 2008. Project Completion Report. Microfinance Sector Development Program (Pakistan) (Loan 1805-PAK). Manila. 
5 The village is the most disaggregate geographical unit in the data set, but many villages have too few observations to support 

clustering at that level. 
6  Two of the potential comparison CPs was not used because they were very small. 
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3. Selecting Sample Households 
 
8. CP managers provided client lists for existing and planned areas. Client households were 
randomly selected from those lists. Nonclient households were randomly selected using the random 
household route method within the villages in the existing and planned areas. During this process, if 
any household was or had ever been a CP client, that household was dropped and sampling continued 
until an appropriate number of households had been selected. The resulting sample is presented in 
Table A9.2. 

 
Table A9.2: Distribution of Sample Households, Pakistan 

Region 

ADB Area Comparison Area 

Total 
Existing Planned Existing Planned 

Client 
(CET) 

Non-
client 
(NET) 

Client 
(CPT) 

Non-
client 
(NPT) 

Client 
(CEC) 

Non-
client 
(NEC) 

Client 
(CPC) 

Non-
client 
(NPC) 

Punjab 136 148 163 159 206 201 146 158 1,449 

KPK 50 48 41 50 26 25 25 26 291 

Sindh 33 35 28 52 30 30 21 18 247 

Balochistan 0 2 0 1 0 0 0 0 3 

 Total 219 233 232 262 262 256 192 202 1,990 

ADB = Asian Development Bank, CEC = clients in existing areas of comparison CP, CET = clients in existing areas of treatment 
CP, CP = credit provider, CPC = clients in planned areas of comparison CP, CPT = clients in planned areas of treatment CP, na 
= not applicable, KPK = Khyber Pakhtunkhwa Province, NEC = non-clients in existing areas of comparison CP, NET = non-
clients in existing areas of treatment CP, NPC = non-clients in planned areas of comparison CP, NPT = non-clients in planned 
areas of treatment CP. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team. 

KB Branches 

Treatment Branches 

Existing Areas 

Clients Non-
clients    

Planned Areas 

Clients Non-
clients 

Comparison Branches 

Existing Areas 

Clients Non-
clients 

Planned Areas 

Clients Non-
clients 

KB = Khushhali Bank. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team. 

 

Figure A9.1: Sampling Framework, Pakistan 
 



Sampling Scheme 83 
 

 

C. Viet Nam 
 
9. The evaluation is based on ADB’s Rural Enterprise Finance Project (REFP) loan which was 
approved in August 2000 and completed in November 2007.7 The sub-loans included loans to rural 
enterprises and small loans for household income-generating activities of low-income households with 
values below $750.8

 

 This study focuses only on small loans for household income-generating activities 
of low-income households. 

10. The sub-loans were provided through two institutions (i) the Vietnam Bank for Agriculture and 
Rural Development (VBARD) and (ii) the Central People’s Credit Fund (CCF), which on-lent the funds to 
its network of People’s Credit Funds (PCFs) for lending to loan end users. Not all VBARD branches and 
not all PCFs received ADB funds. We refer to VBARD branches and PCFs that did receive ADB funds as 
treatment CPs, and VBARD branches and PCFs that did not receive ADB funds as comparison CPs. The 
sample framework is in Figure A9.2. 

 

 
 

11. The REFP’s completion report recorded 30,967 and 87,875 borrowers of small loans for 
household income-generating activities for VBARD and PCFs, respectively.9

 

 Sample households from 
VBARD and PCFs were drawn proportionately to these numbers, i.e., 26% from VBARD and 74% from 
PCFs. The sample is stratified by geographic region and reflects the distribution of clients across VBARD 
branches and PCFs. However, the sample is not representative of all clients and nonclients, because it is 
drawn from areas served by VBARD branches and PCFs that were purposely selected to ensure good 
matching between treatment and control CPs. The sample is clustered at the commune level. The 
sampling procedures followed the steps described below. 

 
 

                                                
7 ADB. 2000. Report and Recommendation of the President to the Board of Directors on a Proposed Loan and Technical 

Assistance Grant to the Socialist Republic of Viet Nam for the Rural Enterprise Finance Project. Manila. 
8  These clients, however, may have borrowed larger amounts from other sources. 
9 ADB. 2008. Project Completion Report. Rural Enterprise Finance Project (Viet Nam) (Loan 1802-VIE). Manila. 

VBARD Branches and PCFs 

Treatment Credit Provider 

Client  Non-client 

Comparison Credit Provider 

Client Non-client 

PCFs = People’s Credit Funds, VBARD = Viet Nam Bank for Agriculture and Rural Development. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team. 

Figure A9.2: Sampling Framework, Viet Nam 
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1. Selecting Sample Provinces  
 
12. Qualifying households were households that drew ADB-fund loans for household income-
generating activities. 
 
13. Provinces in which ADB’s REFP funds were deployed were classified by their location as in the 
North, Central, or South regions of the country. For each region, the province with the largest number 
of qualifying households was identified. Sample households were drawn from these provinces in 
proportion to the number of qualifying households in their corresponding region, i.e., n/t, c/t, and s/t, 
where n, c, and s are the number of qualifying households in the North, Central, and South region, 
respectively, and t = n + c + s is the total qualifying households.  
 

2. Selecting Sample Districts 
 
14. For each selected province in each North, Central and South region, districts were sorted by the 
number of qualifying households. We selected the first J districts that covered at least 80% of the total 
number of qualifying households in that province, Jn, Jc, and Js districts for North, Central, and South 
province, respectively.  
 

3. Selecting Treatment Communes  
 
15. We used a sampling rate of 20 households (10 treatment households and 10 comparison 
households) per sample commune. The number of sample communes from the selected provinces was 
150*(n/t)/10; 150*(c/t)/10; 150*(s/t)/10 for VBARD and 400*(n/t)/10; 400*(c/t)/10; 400*(s/t)/10 for PCFs, 
for the North, Central, and South province, respectively. This resulted in 15 treatment and 15 
comparison communes for VBARD and 40 treatment and 40 comparison communes for PCFs, making 
the total of 110 sample communes. 
 
16. For each selected province which represents each region, we did the following: For the districts 
identified in Step 2, all communes were sorted by the number of qualifying households. Beginning with 
the commune having the largest number of qualifying households, we selected enough communes to 
deliver the required number of qualifying households, i.e., 150*(n/t), 150*(c/t), 150*(s/t) for VBARD and 
400*(n/t), 400*(c/t), 400*(s/t) for PCFs, for the North, Central, and South province, respectively. 
 

4. Selecting Comparison Communes  
 
17. For each region, we did the following: For the districts identified in Step 2, all communes that 
had no qualifying households were sorted by the number of non-qualifying households that did have 
small (non-ADB) loans. If the districts listed in Step 2 did not have enough such communes, we found a 
nearby district most similar to the treatment district but with no ADB clients. Beginning with the 
commune having the largest number of non-qualifying households, we selected enough communes to 
deliver the required number of non-qualifying households. 
 

5. Selection of Client Households 
 
18. From each sample treatment commune as identified above, we randomly selected 10 qualifying 
households (i.e., recipients of small loans) from the client list provided by VBARD and PCFs. 
 

6. Selection of Nonclient Households 
 
19. From each sample comparison commune as identified above, we randomly selected 10 
households from the list of non-borrowing population. The resulting sample is shown in Table A9.3. 
 



Sampling Scheme 85 
 

 

Table A9.3: Distribution of Sample Households, Viet Nam. 

Province 
ADB Area Comparison Area 

Total 
Client Non-Client Client Non-Client 

Ha Tay 157 159 187 127 630 

Lao Cai 80 80 80 80 320 

Quang Nam 50 50 50 50 200 

Nghe An 145 136 143 139 563 

Dong Nai 98 102 101 99 400 

Tay Ninh 20 20 20 20 80 

Total 550 547 581 515 2193 

ADB = Asian Development Bank. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team. 

 
 



 
 

APPENDIX 10: IMPACT ESTIMATION METHOD  
 

 

A. Estimation Equation 
 
1. The study used the following equation, augmented by an appropriate control function, to 
estimate impacts, as in Kondo et al. (2008) and Rauniyar et al. (2011).1

 
 

 𝑌 =  𝛽0 + 𝛽1𝑇 + 𝛽2𝐴 + 𝛽3𝐶 + 𝛽4(𝑇 × 𝐴) + 𝛽5(𝑇 × 𝐶) + 𝛽6(𝐴 × 𝐶) + 𝛽7(𝑇 × 𝐴 × 𝐶) + 𝜀 

where: 

𝑌 = Outcome of interest, 

𝑇 = Indicator for credit provider receiving ADB funds (1=yes, 0=no),  

𝐴 = Indicator for household’s location (1=existing service area, 0=planned area), 

𝐶 = Indicator for household’s client status (1=client, 0=non-client), and  

𝜀 = Random error term. 
 
2. Households in the Pakistan sample are potentially exposed to all three treatments, 𝑇, 𝐴 and 𝐶 
and those in Viet Nam are potentially exposed to treatments 𝑇 and 𝐶. Thus, for Viet Nam terms that 
include treatment 𝐴 are dropped from the equation (1). The expected outcome for any configuration of 
treatments is represented by substituting the appropriate configuration of 0s and 1s into the equation. 
In this study, we were interested in three particular impacts: (i) ADB credit effect on clients; (ii) Asian 
Development Bank (ADB) premium, i.e., impact of borrowing from credit providers (CPs) that received 
ADB funds compared with borrowing from other sources; and (iii) spillover effect of ADB funds on non-
clients. 
 
3. For Pakistan, the ADB credit effect on clients corresponds to the difference in outcomes 
between existing clients and incoming clients of treatment CPs, (CET-CPT), and is estimated by [𝛽2 +
𝛽4 + 𝛽6 + 𝛽7]. The ADB premium is the difference between the net effect in treatment CPs and the net 
effect in comparison CPs, [(CET-CPT)-(NET-NPT)]-[(CEC-CPC)-(NEC-NPC)], and is estimated by coefficient 
𝛽7. The spillover effect of ADB funds on non-clients corresponds to the net effect on non-clients in 
existing and planned expansion areas between the treatment CPs and comparison CPs, [(NET-NPT)-
(NEC-NPC)], and is estimated by coefficient 𝛽4.  
 
4. For Viet Nam, the ADB credit impact on clients corresponds to the double difference of 
treatment CPs and comparison CPs, [(CET-NET)-(CEC-NEC)], and is estimated by coefficient 𝛽5. The 
spillover effect of ADB funds on non-clients corresponds to the difference between nonclients in 
treatment CPs and comparison CPs, (NET-NEC), and is estimated by coefficient 𝛽1. Because Viet Nam 
Bank for Agriculture and Rural Development (VBARD) and People’s Credit Funds (PCFs) did not have 
planned expansion areas, we could not estimate the ADB premium effect as in the Pakistan case. 
 
B. Control Variables  

 
5. Pakistan. Mean values of household control variables are presented in Table A10.1 and the 
statistical significance of their mean differences between key groups is in Table A10.2. Controlling for 

                                                
1 Kondo, T., A. Orbeta, C. Dingcong, and C. Infantado. 2008. “Impact of Microfinance on Rural Households in the Philippines”. 

Philippines Institute of Development Studies Bulletin 39(1): 51-70; Rauniyar, G., A. Orbeta and G. Sugiyarto. 2011. Impact of 
Water Supply and Sanitation Assistance on Human Welfare in Rural Pakistan. Journal of Development Effectiveness, 3 (1), 62-
102, 2011. 
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the effects of unobservables depends on the balance between household sub-groups in existing areas 
and their counterparts in planned areas. If the sub-groups are balanced in observables, that fact may 
provide support for the assumption that they are balanced in unobservables. For the 11 control 
variables only four differences between specified sub-samples in existing and planned areas are 
statistically significant: (i) client households in existing ADB areas (CET) are significantly more likely to 
have a household head (or spouse) who completed secondary education than their comparators (CPT); 
(ii) client households in existing comparison areas (CEC) are significantly more likely to have a 
household head employed in industry than their comparators (CPC); (iii) non-client households in 
existing comparison areas (NEC) are less-likely to have household heads employed in agriculture than 
their comparators (NPC); and (iv) non-client households in existing comparison areas (NEC) have more 
working age adults than their comparators (NPC). Comparing each of the differences with the levels 
shows that these differences are large relative to the levels, except for the difference in working-age 
adults. 
 

Table A10.1: Control Variable Means, Pakistan 

Control Variable 

Group Means 

CET NET CPT NPT CEC NEC CPC NPC 
HH head, male 0.890 0.974 0.765 0.951 0.988 0.949 0.967 0.990 

HH head, age 42.610 41.765 41.170 41.914 42.280 41.650 41.907 40.100 

HH head or spouse, elementary 0.165 0.191 0.200 0.159 0.232 0.165 0.242 0.155 

HH head or spouse, secondary 0.321 0.248 0.209 0.224 0.236 0.177 0.291 0.180 

HH head or spouse, tertiary 0.014 0.004 0.009 0.024 0.028 0.016 0.011 0.025 

HH head, agriculture 0.693 0.513 0.561 0.522 0.445 0.315 0.593 0.560 

HH head, industry 0.050 0.074 0.052 0.098 0.083 0.130 0.044 0.080 

HH head, services 0.170 0.348 0.296 0.318 0.398 0.449 0.286 0.325 

Working age adults 2.881 2.448 2.922 2.641 2.791 2.583 2.896 2.360 

House land area, sqm 43.856 66.719 158.151 85.539 115.380 98.812 57.363 83.669 

House location, rural 0.986 0.974 0.830 0.906 0.831 0.917 1.000 1.000 

CEC = clients in existing areas of comparison CP, CET = clients in existing areas of treatment CP, CP = credit provider, CPC = 
clients in planned areas of comparison CP, CPT = clients in planned areas of treatment CP, HH = household, NEC = non-clients 
in existing areas of comparison CP, NET = non-clients in existing areas of treatment CP, NPC = non-clients in planned areas of 
comparison CP, NPT = non-clients in planned areas of treatment CP, sqm = square meters. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team calculations based on the household 
survey data collected for this study. 
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Table A10.2: Control Variables - Mean Differences, Pakistan  

Control Variable 
CET-CPT p-value NET-NPT p-value CEC-CPC p-value NEC-NPC p-value 

HH head, male 0.125 0.193 0.023 0.443 0.021 0.349 -0.041 0.061 

HH head, age 1.441 0.374 -0.149 0.910 0.373 0.738 1.550 0.240 

HH head or spouse, 
elementary 

-0.035 0.554 0.032 0.438 -0.009 0.625 0.010 0.789 

HH head or spouse, 
secondary 

0.112 0.033 0.023 0.567 -0.055 0.299 -0.003 0.940 

HH head or spouse, tertiary 0.005 0.530 -0.020 0.090 0.017 0.080 -0.009 0.681 

HH head, agriculture 0.132 0.070 -0.009 0.908 -0.149 0.110 -0.245 0.001 

HH head, industry -0.002 0.943 -0.024 0.409 0.039 0.026 0.050 0.056 

HH head, services -0.126 0.053 0.029 0.666 0.112 0.130 0.124 0.103 

Working age adults -0.041 0.865 -0.193 0.110 -0.104 0.560 0.223 0.013 

House land area, sqm -
114.296 

0.428 -18.820 0.785 58.017 0.246 15.143 0.480 

House location, rural 0.156 0.183 0.068 0.348 -0.169 0.106 -0.083 0.241 

CEC = clients in existing areas of comparison CP, CET = clients in existing areas of treatment CP, CP = credit provider, CPC = 
clients in planned areas of comparison CP, CPT = clients in planned areas of treatment CP, HH = household, NEC = nonclients in 
existing areas of comparison CP, NET = non-clients in existing areas of treatment CP, NPC = nonclients in planned areas of 
comparison CP, NPT = non-clients in planned areas of treatment CP, sqm = square meter. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team calculations based on the household 
survey data collected for this study. Standard errors account for clustering at the district level. 
 
6. Viet Nam. The degree to which client and non-client household sub-samples are balanced in 
terms of control variables is documented in Table A10.3. First, of the 11 control variables, client and 
non-client households in areas served by treatment CPs (CET-NET) differ significantly only as follows: 
they have more working-age adults; and their household heads are more likely to be employed in 
agriculture and less likely in services. While the difference in number of working-age adults is 
statistically significant, it is not large in magnitude. Second, client and non-client households in areas 
served by comparison CPs (CEC-NEC) differ significantly only as follows: heads and spouses of non-
client households are twice as likely to have completed tertiary education; and client households have 
slightly more working-age adults. Third, client households in areas served by treatment CPs and in areas 
served by comparison CPs (CET-CEC) differ significantly in that they are more likely to be headed by 
men, and they have more working-age adults. Non-client households in areas served by treatment CPs 
and in areas served by comparison CPs (NET-NEC) differ significantly in four respects: they are more 
likely to be headed by men; their heads and spouses are less likely to have complete secondary and 
tertiary education, and they have more working-age adults. The last panel of Table A10.3 compares 
client households in treatment CP areas with the base case (non-client households in comparison CP 
areas): the client households are more likely to be headed by men. 
 
7. These results provide reasonable assurance that within the treatment CP areas and within the 
comparison CP areas the client and non-client households are well-matched. They also provide 
reassurance that the client households of CP treatment areas and the client households of CP 
comparison areas are also well-matched. In these comparisons, selection bias should not be a major 
concern. 
 
C. Household Outcome Indicators  

 
8. Pakistan. Sub-group mean values and their pair-differences with p-values across existing and 
planned areas are shown in Table A10.4 and Table A10.5. All households in the sample indicated they 
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do have at least one household enterprise, so the differences are zero and the p-values 1.0; several 
additional instances of zero difference are scattered though the table. We have omitted entries for 
children’s height-for-age and weight-for-age indicators in these and subsequent tables because there 
are too few observations on some sub-groups’ children for reliable inference. There are only three 
instances in which the differences are statistically significant. First, non-client households in ADB 
existing areas have fewer people employed in their household enterprises and their enterprises 
experienced less employment growth than those belonging to nonclient households in ADB expansion 
areas (NET-NPT). Second, non-client households in existing areas of comparison CPs have significantly 
lower labor force participation by men than their counterparts in comparison lenders’ planned areas 
(NEC-NPC). 
 
9. Viet Nam. Differences in sub-sample means of the outcome indicators and their p-values are 
shown in Table A10.6. The results indicate that the treatments are associated with better outcomes in 
several cases. In particular, measures of standard of living are significantly higher for the treatment 
groups, except for the comparison between client and nonclients in comparison CP areas (CEC-NEC). In 
terms of household enterprise measures, in all but one instance in which the difference between 
treatment and comparison groups is statistically significant, the treatment group has a better outcome 
than the comparison group. Neither treatment has any significant impact on the proportion of male or 
female adults working. As for risk-coping, client households are significantly less likely to have savings 
accounts than nonclient households and are significantly more likely to have borrowed in response to a 
negative shock. Client households have significantly smaller amounts in formal savings accounts than 
nonclient households. Lastly, in terms of children’s education and health, the treatments in this study 
have no significant effects on any of these variables, except higher proportions of children that exceed 
the weight-for-age standards in client households in treatment areas versus client households in 
comparison areas. 
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Table A10.3: Control Variables, Viet Nam 

Control Variable 

Treatment CP Comparison CP Treatment CP - Comparison CP 

Mean 
CET-
NET 

p-
value 

Mean 
CEC-
NEC 

p-value 

Client-Non-client 
Mean Difference 

Non-client 
Mean Difference 

Client  
Mean 

Difference 

CET NET CEC NEC 
CET-
NEC 

p-
value 

NET-
NEC 

p-value 
CET-
CEC 

p-
value 

HH head, male 0.847 0.854 -0.006 0.764 0.785 0.775 0.010 0.687 0.073 0.002 0.079 0.001 0.062 0.007 
HH head, age 48.967 48.605 0.362 0.610 48.485 49.056 -0.571 0.419 -0.089 0.904 -0.451 0.550 0.482 0.467 
HH head and spouse, elementary 0.011 0.004 0.007 0.158 0.009 0.014 -0.005 0.429 -0.003 0.691 -0.010 0.078 0.002 0.694 
HH head and spouse, secondary 0.016 0.009 0.007 0.287 0.015 0.027 -0.012 0.178 -0.011 0.225 -0.018 0.027 0.001 0.907 
HH head and spouse, tertiary 0.045 0.031 0.014 0.215 0.029 0.056 -0.027 0.026 -0.011 0.420 -0.025 0.044 0.016 0.150 
HH head, agriculture 0.525 0.435 0.090 0.003 0.482 0.470 0.012 0.691 0.056 0.070 -0.035 0.255 0.044 0.144 
HH head, industry 0.216 0.190 0.026 0.281 0.248 0.202 0.046 0.070 0.014 0.564 -0.012 0.628 -0.031 0.211 
HH head, services 0.204 0.303 -0.100 0.000 0.224 0.250 -0.027 0.299 -0.047 0.068 0.053 0.054 -0.020 0.410 
Working-age adults 2.856 2.671 0.185 0.018 2.797 2.493 0.304 0.000 0.363 0.000 0.178 0.022 0.059 0.437 
House land area, sqm 547.62

7 
454.49

0 
93.137 0.128 444.733 531.433 -

86.700 
0.216 16.194 0.836 -

76.943 
0.292 102.89

4 
0.079 

House location, rural 0.855 0.854 0.001 0.970 0.880 0.864 0.015 0.445 -0.010 0.655 -0.010 0.629 -0.025 0.216 

CEC = clients in existing areas of comparison CP, CET = clients in existing areas of treatment CP, CP = credit provider, HH = household, NEC = non-clients in existing areas of 
comparison CP, NET = non-clients in existing areas of treatment CP, sqm = square meters. 
Highlighted entries are statistically significant at the 5% level. Standard errors account for clustering at the commune level. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team computations based on the household survey data collected for this study. 
  
 
 

  



 
 

 

      Estim
ation Results     91 

Table A10.4: Household Outcome Variable Means, Pakistan 

Outcome Indicator 
Group Means 

CET NET CPT NPT CEC NEC CPC NPC 
HH per-capita income  27.338 27.303 23.494 26.471 23.416 22.746 23.235 24.076 

HH per-capita expenditure  11.142 6.728 11.777 8.016 17.337 9.755 13.247 11.854 

Housing quality index 0.683 0.705 0.695 0.691 0.750 0.709 0.692 0.677 

Proportion of HH with enterprises 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

Number of employees in HH enterprises, current  1.748 1.413 1.730 1.612 1.606 1.390 1.780 1.355 

Growth in number of employees in HH enterprises 0.115 1.413 0.052 1.600 0.063 1.346 0.110 1.355 

Income from HH enterprises 11.381 10.446 11.479 10.124 11.006 10.382 11.661 9.418 

Proportion of males 19-60 years working 0.846 0.888 0.875 0.902 0.902 0.866 0.876 0.925 

Proportion of females 19-55 years working 0.104 0.050 0.248 0.127 0.222 0.028 0.061 0.027 

Proportion of HH with savings accounts 0.050 0.009 0.022 0.016 0.016 0.000 0.016 0.000 

Amount in savings accounts 0.111 0.435 0.209 0.344 0.122 0.000 0.774 0.000 

Proportion of HH used formal loan after shock 0.095 0.000 0.114 0.000 0.242 0.020 0.175 0.038 

Proportion of boys enrolled in school 0.514 0.494 0.562 0.534 0.624 0.377 0.518 0.483 

Proportion of girls enrolled in school 0.434 0.409 0.438 0.409 0.477 0.369 0.451 0.471 

Education expenses per enrolled child 5.689 4.843 4.105 3.950 6.943 6.963 7.593 5.943 

Health expenditure per capita 2.972 2.691 2.490 2.648 2.156 2.273 2.069 2.898 

Height-for-age indicator for children 0-5 years … … … … … … … … 

Weight-for-age indicator for children 0-5 years … … … … … … … … 

… = omitted due to small sample sizes, CEC = clients in existing areas of comparison CP, CET = clients in existing areas of treatment CP, CP = credit provider, 
CPC = clients in planned areas of comparison CP, CPT = clients in planned areas of treatment CP, HH = household, NEC = non-clients in existing areas of 
comparison CP, NET = non-clients in existing areas of treatment CP, NPC = non-clients in planned areas of comparison CP, NPT = non-clients in planned areas of 
treatment CP. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team calculations based on the household survey data collected for this study. 
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Table A10.5: Household Outcome Variables - Mean Differences, Pakistan  

Outcome Indicator CET-CPT p-value NET-NPT p-value CEC-CPC p-value NEC-NPC p-value 

HH per-capita income  3.843 0.263 0.832 0.746 0.180 0.959 -1.330 0.350 

HH per-capita expenditure  -0.635 0.923 -1.288 0.395 4.090 0.525 -2.099 0.193 

Housing quality index -0.012 0.576 0.014 0.655 0.058 0.058 0.032 0.440 

Proportion of HH with enterprises … ... … ... … ... … ... 

Number of employees in HH enterprises, current  0.017 0.917 -0.199 0.033 -0.174 0.172 0.035 0.538 

Growth in number of employees in HH enterprises 0.063 0.359 -0.187 0.046 -0.047 0.672 -0.009 0.897 

Income from HH enterprises -0.098 0.952 0.322 0.834 -0.655 0.417 0.964 0.304 

Proportion of males 19-60 years working -0.029 0.511 -0.014 0.588 0.026 0.437 -0.059 0.035 

Proportion of females 19-55 years working -0.144 0.155 -0.077 0.176 0.161 0.053 0.001 0.883 

Proportion of HH with savings accounts 0.029 0.100 -0.008 0.426 -0.001 0.932 0.000 1.000 

Amount in savings accounts -0.099 0.637 0.092 0.874 -0.652 0.313 0.000 1.000 

Proportion of HH used formal loan after shock -0.019 0.891 0.000 1.000 0.067 0.656 -0.018 0.671 

Proportion of boys enrolled in school -0.048 0.443 -0.041 0.532 0.106 0.165 -0.106 0.140 

Proportion of girls enrolled in school -0.003 0.963 0.000 0.998 0.026 0.660 -0.102 0.114 

Education expenses per enrolled child 1.584 0.064 0.893 0.303 -0.650 0.464 1.020 0.584 

Health expenditure per capita 0.483 0.376 0.043 0.947 0.087 0.812 -0.624 0.093 

Height-for-age indicator for children age 0 – 5 years … … … … … … … … 

Weight-for-age indicator for children age 0- 5 years … … … … … … … … 

… = not calculated because 100% of sample households have household enterprises and there is no difference between groups, or omitted due to small sample sizes, 
CEC = clients in existing areas of comparison CP, CET = clients in existing areas of treatment CP, CP = credit provider, CPC = clients in planned areas of comparison CP, 
CPT = clients in planned areas of treatment CP, HH = household; NEC = non-clients in existing areas of comparison CP, NET = non-clients in existing areas of treatment 
CP, NPC = nonclients in planned areas of comparison CP, NPT = non-clients in planned areas of treatment CP. 
Highlighted entries are statistically significant at the 5% level. Standard errors account for clustering at the district level. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team calculations based on the household survey data collected for this study.  
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Table A10.6: Household Outcome Indicators, Viet Nam 

Outcome Indicator 

Treatment CP Comparison CP Treatment CP - Comparison CP 

Mean 
CET-NET 

p-
value 

Mean 
CEC-NEC 

p-
value 

Client-Nonclient 
Mean Difference 

Nonclient  
Mean Difference 

CET NET CEC NEC 
(CET-NET)-
(CEC-NEC) 

p-
value 

NET-
NEC 

p-
value 

HH per-capita income  44.109 39.726 4.382 0.142 27.755 31.791 -4.036 0.011 8.419 0.012 7.935 0.031 
HH per-capita expenditure  32.377 28.453 3.924 0.040 22.353 22.629 -0.276 0.792 4.200 0.051 5.824 0.012 
Housing quality index 0.923 0.929 -0.006 0.336 0.904 0.915 -0.010 0.042 0.004 0.624 0.015 0.468 
Proportion of HH with enterprises 0.993 0.939 0.053 0.000 0.951 0.881 0.070 0.000 -0.017 0.385 0.059 0.055 
Number of employees in HH enterprises, 
current  

5.657 3.448 2.209 0.009 3.099 2.719 0.381 0.017 1.829 0.029 0.729 0.036 

Growth in number of employees in HH 
enterprises 

2.588 1.859 0.729 0.366 1.014 1.527 -0.513 0.002 1.243 0.129 0.331 0.249 

Income from HH enterprises 11.850 8.857 2.992 0.003 5.001 4.647 0.354 0.265 2.638 0.010 4.210 0.000 
Proportion of males working 0.939 0.934 0.004 0.781 0.945 0.963 -0.018 0.441 0.023 0.423 -0.029 0.227 
Proportion of females years working 0.898 0.905 -0.008 0.596 0.898 0.891 0.007 0.659 -0.014 0.491 0.015 0.418 
Proportion of HH with savings accounts 0.499 0.606 -0.106 0.000 0.408 0.572 -0.165 0.000 0.058 0.209 0.033 0.515 
Amount in savings accounts  8.202 28.329 -20.127 0.002 4.324 18.515 -14.190 0.000 -5.937 0.416 9.814 0.153 
Proportion of HH used formal loan during 
shock 

0.205 0.041 0.164 0.000 0.139 0.020 0.119 0.001 0.045 0.367 0.021 0.286 

Proportion of boys enrolled in school 0.913 0.911 0.002 0.959 0.896 0.904 -0.009 0.798 0.010 0.826 0.007 0.853 
Proportion of girls enrolled in school 0.923 0.957 -0.034 0.200 0.876 0.943 -0.067 0.054 0.033 0.438 0.014 0.578 
Education expenses per enrolled child 0.576 0.527 0.050 0.461 0.508 0.428 0.080 0.116 -0.030 0.720 0.098 0.209 
Health expenditure per capita 0.226 0.175 0.051 0.115 0.236 0.171 0.065 0.128 -0.014 0.789 0.004 0.877 
Height-for-age indicator for children age 
0 – 5 years 

0.404 0.404 0.000 0.995 0.340 0.338 0.001 0.980 -0.002 0.984 0.066 0.362 

Weight-for-age indicator for children age 
0- 5 years 

0.456 0.361 0.095 0.073 0.342 0.452 -0.110 0.098 0.206 0.015 -0.091 0.154 

CEC = clients in existing areas of comparison CP, CET = clients in existing areas of treatment CP, CP = credit provider, NEC = nonclients in existing areas of comparison CP, NET = 
non-clients in existing areas of treatment CP, sqm = square meters. 
Highlighted entries are statistically significant at the 5% level. Standard errors account for clustering at the commune level. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team calculations based on the household survey data collected for this study.   
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Table A11.1: Distribution of Loans and Loan Uses, Pakistan 

 

Years 
Obtained 

CET NET CPT NPT CEC NEC CPC NPC Total 

No. of 
loans 

% No. of 
loans 

% No. of 
loans 

% No. of 
loans 

% No. of 
loans 

% No. of 
loans 

% No. of 
loans 

% No. of 
loans 

% No. of 
loans 

% 

2001-2008 45 15.90 4 30.77 12 4.90 2 8.33 11 5.76 3 12.50 13 8.72 3 10.71 93 9.72 

2009-2011 238 84.10 9 69.23 233 95.10 22 91.67 180 94.24 21 87.50 136 91.28 25 89.29 864 90.28 

Total 283 100.00 13 100.00 245 
100.0

0 24 100.00 191 100.00 24 100.00 149 100.00 28 100.00 957 100.00 

Average loan size, thousand Rupees 

2001-2008 12.14 9.75 12.12 10.50 13.90 13.17 19.35 18.33 13.45 

2009-2011 14.53 11.89 13.74 21.23 20.10 19.57 23.60 14.54 17.17 

Overall 14.15 11.23 13.66 20.33 19.74 18.77 23.23 14.95 16.81 

HH borrowing per-capita, thousands Rupees 

2001-2008 0.53 0.05 0.13 0.01 0.18 0.02 0.68 0.08 0.16 

2009-2011 3.62 0.10 3.00 0.19 4.18 0.25 5.92 0.38 1.66 

Overall 4.16 0.15 3.13 0.20 4.36 0.27 6.61 0.47 1.82 

Percentage of loans invested in income-generating activities 

2001-2008 93.33 75.00 100.00 100.00 100.00 100.00 100.00 66.67 94.62 

2009-2011 96.64 100 93.56 90.91 91.11 90.48 99.26 96.00 94.79 

Overall 96.11 92.31 93.88 91.67 91.62 91.67 99.33 92.86 94.78 

% = percent, CEC = clients in existing areas of comparison CP, CET = clients in existing areas of treatment CP, CP = credit provider, CPC = clients in planned areas of comparison CP, CPT = 
clients in planned areas of treatment CP, HH = household, NEC = non-clients in existing areas of comparison CP, NET = non-clients in existing areas of treatment CP, No. = number, NPC = non-
clients in planned areas of comparison CP, NPT = non-clients in planned areas of treatment CP. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team calculations based on the household survey data collected for this study. 
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Table A11.2: Distribution of Loans and Loan Uses, Viet Nam 
 

Years Obtained 

CET NET CEC NEC Total 

Number 
of loans Percent Number 

of loans Percent Number 
of loans Percent Number 

of loans Percent Number 
of loans Percent 

2001-2007 165 18.44 204 52.99 234 22.94 133 43.32 736 28.23 

2008-2011 730 81.56 181 47.01 786 77.06 174 56.68 1,871 71.77 

Total 895 100.00 385 100.00 1,020 100.00 307 100.00 2,607 100.00 

Average loan size, million VND 

2001-2007 30.79 67.05 12.14 25.13 33.89 

2008-2011 63.53 103.62 15.69 29.76 44.17 

Overall 57.49 84.23 14.87 27.75 41.27 

Household borrowing per-capita, million VND 

2001-2007 2.15 4.85 1.18 1.69 2.53 

2008-2011 18.42 7.85 5.36 2.53 8.25 

Overall 20.58 12.69 6.54 4.22 10.77 

Percentage of loans invested in income-generating activities 

2001-2007 85.45 80.39 84.19 77.44 82.20 

2008-2011 87.40 76.24 72.01 66.09 77.87 

Overall 87.04 78.44 74.80 71.01 79.09 

CEC = clients in existing areas of comparison CP, CET = clients in existing areas of treatment CP, CP = credit provider, NEC = non-
clients in existing areas of comparison CP, NET = non-clients in existing areas of treatment CP, VND = Vietnamese dong. 
Note: Household borrowing per-capita is nominal loan amounts. 
Source: Independent Evaluation Department, Evaluation team calculations based on household survey data collected for this study. 
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Figure A11.1: Income Distributions of Sample Households, Pakistan 
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CEC = clients in existing areas of comparison CP, CET = clients in existing areas of treatment CP, CP = 
credit provider, CPC = clients in planned areas of comparison CP, CPT = clients in planned areas of 
treatment CP, NEC = nonclients in existing areas of comparison CP, NET = nonclients in existing areas of 
treatment CP, NPC = nonclients in planned areas of comparison CP, NPT = nonclients in planned areas of 
treatment CP. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team estimates based 
on the household survey data collected for this study. 

Percent below poverty line: 
CET = 14.22; CPT = 12.61; NET = 14.78; NPT = 12.24 
CEC = 18.90; CPC = 19.23; NEC =20.87; NPC = 14.00 
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Figure A11.2: Income Distributions of Sample Households, Viet Nam 
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Percent below poverty line:  
CET = 1.30; CEC = 2.96; NET = 0.55; and NEC = 1.84 

CEC = clients in existing areas of comparison CP, CET = clients in existing areas of treatment CP, CP = 
credit provider, NEC = non-clients in existing areas of comparison CP, NET = nonclients in existing areas 
of treatment CP. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team estimates based 
on the household survey data collected for this study. 
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Table A11.3: Estimated Impacts, Pakistan 
 

 Outcome Indicator 
ADB Credit Effect ADB Premium  Spillover Effect 

Coef p-value Coef p-value Coef p-value 

Per capita income 5.079 0.138 4.234 0.320 1.856 0.482 

Per capita expenditure -0.978 0.890 -7.300 0.515 0.645 0.819 

Housing quality index 0.014 0.440 -0.044 0.355 0.008 0.884 

HH has enterprise … ... … ... … ... 

Enterprise employees -0.035 0.844 0.293 0.128 -0.190 0.051 

Enterprise employment growth 0.035 0.698 0.234 0.129 -0.174 0.060 

HH enterprise income 0.898 0.370 0.783 0.593 0.456 0.771 

Labor force participation, men -0.038 0.243 -0.052 0.220 -0.011 0.719 

Labor force participation, women -0.046 0.278 -0.155 0.054 -0.033 0.361 

HH has savings 0.035 0.052 0.040 0.048 -0.007 0.577 

HH savings balance -0.249 0.298 0.343 0.733 0.019 0.975 

HH used credit post-shock -0.077 0.533 -0.129 0.574 -0.010 0.849 

Proportion of boys enrolled -0.005 0.922 -0.165 0.165 0.059 0.429 

Proportion of girls enrolled 0.043 0.551 -0.080 0.372 0.112 0.279 

Education expenditure per enrolled child 1.454 0.064 1.811 0.373 -0.257 0.889 

Health expenditure per capita 0.294 0.539 -0.521 0.302 0.661 0.399 

Height-for-age indicator for children age  
0 – 5 years 

… … … … … … 

Weight-for-age indicator for children age  
0 – 5 years 

… … … … … … 

… = not estimated because 100% of sample households had household enterprises and there was no difference across 
the sample groups, or omitted due to small sample sizes; ADB = Asian Development Bank, Coef = coefficient estimate; HH 
= household.  
Highlighted entries are statistically significant at the 5% level. Standard errors account for clustering at the district level. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team estimates based on the household 
survey data collected for this study.  
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Table A11.4: Estimated Impacts, Viet Nam 
 

 Outcome Indicator 
ADB Credit Impact Spillover Effect 

Coef p-value Coef p-value 

Per capita income 10.346 0.002 7.618 0.003 

Per capita expenditure 5.025 0.027 6.103 0.001 

Housing quality index 0.013 0.096 0.011 0.194 

HH has enterprise -0.015 0.380 0.055 0.006 

Enterprise employees 1.776 0.012 0.656 0.009 

Enterprise employment growth 1.050 0.124 0.368 0.075 

HH enterprise income 3.307 0.001 3.648 0.000 

Labor force participation, men 0.027 0.314 -0.028 0.179 

Labor force participation, women -0.035 0.113 0.026 0.131 

HH has savings 0.069 0.123 0.027 0.461 

HH savings balance -5.661 0.439 9.701 0.142 

HH used credit post shock 0.008 0.856 0.015 0.513 

Proportion of boys enrolled 0.040 0.499 -0.013 0.780 

Proportion of girls enrolled 0.060 0.229 -0.004 0.916 

Education expenditure per enrolled child -0.040 0.688 0.059 0.441 

Health expenditure per capita -0.008 0.886 0.007 0.761 

Height-for-age indicator for children age 0 – 5 years -0.045 0.564 0.113 0.111 

Weight-for-age indicator for children age 0 – 5 years 0.182 0.023 -0.063 0.364 

ADB = Asian Development Bank, Coef = coefficient estimate, HH = household.  
Highlighted entries are statistically significant at the 5% level. Standard errors account for clustering at the 
commune level. 
Source: Asian Development Bank Independent Evaluation Department, Evaluation team estimates based on the 
household survey data collected for this study. 
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