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MISFA’S MISSIon

MisFA’s Mission

To be a strong and efficient organization leading the
development of a viable, inclusive financial sector.

Photo: Lori Madden
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MISFA’S BoARd oF dIREcToRS

MisFA’s boArd oF direCtors

1. Mr. Wais Ahmad Barmak, Chairman, and Deputy Minister, Ministry of Rural Rehabilitation and Development (MRRD)  
2. Ms. Rahela Siddiqi, Vice-Chairperson, and Senior Advisor to the Chairman of Independent Administrative Reform & Civil Service 
Commission (IARCSC), also Executive Director of Civil Service Reform Project (CSRP). 3. Dr. Mohammad Mustafa Mastoor, 
Board Member, and Deputy Minister, Ministry of Finance 4. Mr. Noorullah Delawari, Board Member, and CEO of the Afghanistan 
Investment Support Agency (AISA), also a Senior Advisor to the President Hamid Karzai on banking and the private sector.  
5. Mr. Klaas Molenaar, Board Member, and Founder/Owner/General Director of Triodos Facet, an international consultancy firm based 
in The Netherlands, which develops new approaches in Small and Medium Enterprises (SME) promotion, finance and capacity building.  
6. Ms. Ruth Goodwin-Groen, Board Member, and AusAID Adviser on Financial Services for the Poor, also Financial Inclusion 
Adviser to the Australian Co-Chair of the G20 Financial Inclusion Experts Group. 7. Ms. Nicola Armacost, Board Member, and 
Managing Director of Arc Finance, formed in the spring of 2008 to link the fields of finance, energy, water and sanitation. 
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FRoM THE cHAIRMAn oF THE BoARd

In the next few years, Afghanistan and its people will be 
turning a new leaf in its recent history. We will be carving 
out our own destiny with less international assistance. The 
Government will assume more responsibilities in providing 
basic public services, especially to the people most in need. 
Thus, we need to make sure that the existing programs, 
which have brought meaningful changes into the lives of 
ordinary Afghans are further strengthened. Microfinance is 
one of these programs.

now more than ever in our history, we need to strengthen 
existing development programs, such as microfinance, that 
have a proven record of reaching a significant number of 
people across the country, including pockets of rural popula-
tions, who are traditionally left out of many government and 
commercial services. 

To date, the microfinance sector, including those partners 
supported by the Microfinance Investment Support Facility 
for Afghanistan (MISFA), has provided almost two million 
micro loans worth a cumulative total of AFn 47.5 billion to 
poor borrowers, who need capital to open or expand small 
businesses, but are not qualified to take loans from com-
mercial banks. This is a remarkable feat considering the 
challenges that continue to plague our country 10 years after 
the end of the Taliban regime.

Although microfinance activities supported by MISFA were 
initially implemented as a program under the Ministry of 
Rural Rehabilitation and development (MRRd), with the 
help of the international community, today MISFA’s partner 
activities have evolved into a key component of the develop-
mental finance sector that not only fills in the gaps in public 
service delivery, but also contributes to building a robust  
private sector that will be crucial for the growth of our national 
economy. And while there remains a lot of work to be done, 
MISFA and its partners possess the vision and determination 
to do what it takes to make microfinance meaningful to a 
greater number of Afghans. By taking a long-term approach, 
microfinance is on the right direction—towards the path of 
sustainability and away from donor dependence. 

This is why I am proud to be part of the microfinance sector 
of Afghanistan. As chairman of MISFA’s Board of directors,  
I fully recognize that we have a great responsibility to make 
a difference, especially at this critical juncture when what we 
do today determines our future.

I want to take this opportunity to acknowledge all the efforts 
of MISFA’s management and staff, as well as those of its 
partner microfinance institutions (MFIs) towards strength-
ening microfinance in Afghanistan and laying the groundwork 
for its sustainability.

 

FroM tHe CHAirMAn oF tHe boArd

Wais barmak

Chairman, MISFA Board of Directors
Deputy Minister, Ministry of Rural  
Rehabilitation and Development (MRRD)



sCope oF 
outreACH

Since the formalization of 
microfinance as a sector in 
2003, nearly 2 million micro 
loans worth a cumulative 
total of AFN 47.5 billion 
(approximately US$ 1 billion), 
have been disbursed to poor, 
unbanked Afghans, who needed 
capital to open or expand  
small businesses. 

Photo: Mariam Alimi
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A MESSAGE FRoM MISFA’S MAnAGInG dIREcToR

This first Annual Report marks the dawn of a new era for 
microfinance in Afghanistan. There have been several mile-
stones in the last eight years since large scale microfinance 
activities formally began, but the direction that most of 
the key implementers of microfinance are geared towards 
today—sustainability—is one that is particularly crucial to 
Afghanistan’s reconstruction and development.

In the last three years, MISFA and our microfinance institu-
tion (MFI) partners have re-examined the way we operate 
and determined that the best way for microfinance to effect 
meaningful change to the people it intends to help is for 
MISFA and its partners to be strong and sustainable.

This recalibration involved many steps, including consoli-
dation, but ultimately, the process brought us together to 
where we are today: a leaner, but more viable group of part-
ners with a unified vision of sustainability and a renewed 
commitment to become agents for change in the lives of 
poor, unbanked Afghans.

For MISFA and its partners to fulfill their social mission of 
financial inclusion—assisting micro entrepreneurs left out of 
the banking system to become self-sufficient—MFIs must 
be self-sufficient themselves. If their existence depends on 
donor grants, what happens when international aid dries 
up? How can clients trust MFIs to provide services for the  
long term?

But gearing up for sustainability does not only involve 
balancing financial books. Sustainability also means devel-
oping products and services that will help clients achieve 
their own goals—an ongoing process of listening to clients 

of microfinance. MISFA has commissioned a number of 
action research projects over the years and will continue to 
do so to improve existing services, as well as to develop and 
design new, demand-driven products. Two such products 
being developed this year are: (i) one that caters to clients 
involved in agriculture and livestock activities; and (ii) Sharia-
compliant services. 

Another step towards sustainability that we’ve taken is to 
step up our efforts towards capacity building. MISFA and 
its partner MFIs are in the process of enshrining learning/
training opportunities into their policies and procedures 
and workplans. In addition, MISFA is providing input to the 
Afghanistan Institute of Banking and Finance (AIBF) towards 
the creation of microfinance curricula that will meet the 
needs of Afghan staff at all levels, management to field. 
At the same time, MISFA is acting as a conduit for syner-
gies within the sector and with external partners to avoid 
duplication of initiatives. Within MISFA, skills building train-
ings have been provided to individuals, as well as to broader 
groups of staff.

With all these elements in place, microfinance today is 
standing on a strong foundation for growth and develop-
ment. However, we recognize that for the sector and thus 
for MISFA’s partners to experience progress, the environment 
must be conducive, with social and political support, at the 
community, district, provincial, regional and national levels. 

This is why since 2009, MISFA, through its development and 
Rural Finance unit, has been going to the field and engag-
ing all stakeholders through a series of dialogues and public 
awareness workshops. This has resulted in a constructive 

A MessAGe FroM MisFA’s MAnAGinG direCtor
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SEcTIon HEAdER

let me close by thanking our Board of directors, Senior Man-
agement and staff and last but not least, our MFI partners: 
you have all worked hard and offered a generous portion of 
your time to bring us to this point. We have a long way to 
go and there will be more challenges ahead, but we have 
ploughed ahead through the toughest times and we have 
planted the seeds. now, we are nurturing microfinance 
together with the care it needs to grow. I am confident that 
in time we will begin to see the fruits of our labor. 

Sincerely,

 
Katrin Fakiri

Managing Director, Microfinance Investment  
Support Facility for Afghanistan (MISFA)

set of lessons learned that are being applied to improve our 
tools, initiatives and future strategy; and a mechanism for 
microfinance coordination and communication per region. 

To build on this momentum, MISFA has established part-
nerships with reputable and popular radio stations in 
Afghanistan to increase the general public’s knowledge and 
support of microfinance.

Efforts to build a strong foundation for microfinance will 
not be complete without MISFA supporting the revival and 
reconfiguration of the Afghanistan Microfinance Association 
(AMA) into an entity that will encompass the wider field of 
development finance. This is an important part of MISFA’s 
forward-looking approach—ensuring the long-term existence 
of a strong network that will represent and advocate for the 
interests of the development finance sector, independent  
of MISFA. 

AFGHAn WoMen

More than 70 percent of the total 
number of microfinance borrowers 
are Afghan women engaged in 
livelihood activities, such as sewing, 
embroidery, handicrafts.

Photo: Mariam Alimi



rurAL outreACH

Microfinance remains heavily 
concentrated in urban areas, but 
more inclusive financial products 

are being developed to serve rural 
communities across Afghanistan.
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MiCroFinAnCe in AFGHAnistAn

1. MISFA: Brief History

The Microfinance Investment Support Facility for Afghanistan (MISFA) was 
established in 2003 at the invitation of the Afghan government — to get donor 
coordination right from the start and avoid the counter-productive efforts that 
have emerged from conflicting donor objectives in other post-conflict situations. 
MISFA was established as an apex institution by the World Bank, as a vehicle 
through which the international donors could channel technical assistance and 
funding to build Afghan microfinance. 

MISFA was the first facility of its kind in Afghanistan pooling diverse donor 
funding mechanisms and converting them into streamlined, flexible support to 
microfinance institutions, tailored to local priorities and accompanied by technical 
assistance and strong performance monitoring. 

The year 2006 was a milestone year, with MISFA registering as a limited liability 
non-profit company. Although the company’s sole shareholder is the Ministry of 
Finance of the Islamic Republic of Afghanistan, policymakers and the pioneers of 
microfinance in Afghanistan agreed that for MISFA ltd to be effective in uphold-
ing the interest of the people it was mandated to help, it must be able to set 
its own strategy and priorities as an independent apex organization without  
government or donor intervention. 

In the same year, MISFA’s Articles of Association, Memorandum of Agreement 
and Board of directors were formed. Its partner microfinance institutions (MFIs) 
also transformed from non-governmental organizations (nGos) to that of non-
profit companies registered with the Afghanistan Investment Support Agency 
(AISA) as permanent institutions under the laws of Afghanistan.

The ensuing period saw the microfinance institutions supported by MISFA 
expanding outreach at break-neck speed at the expense of due diligence, insti-
tutional strengthening processes and other performance benchmarks that require 
attention- and time-demanding procedures. This, combined with drought, high 

Photo: Lori Madden
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nGos with different and broader missions. Thus, outreach 
was limited (approximately 10,000 clients at the end of 
2001), institutional structures were weak and sustainability 
low due to a handout approach1.

That MISFA and the MFIs it engendered were formally estab-
lished amidst such enormous environmental and capacity 
challenges, confounded by the long absence of national 
policy-making and governing institutions, was a major and 
significant achievement.

That MISFA partners have gone through exponential expan-
sion, then consolidation, and are now treading the stepping 
stones of sustainability in only eight years of existence, is a 
significant undertaking in its own right.

Today and in the years to come, these challenges—borne of 
Afghanistan’s unique environment and history—will continue 
to bear down on microfinance, and all of these factors will 
have implications on the operations of all MFIs, their suc-
cessful delivery of microfinance services, their institutions’ 
sustainability and on the growth of the sector as a whole.

Following are some specific examples of how contextual fac-
tors affect the microfinance institutions’ overall performance.

non-credit vs. credit staff. The ratio of the number of non-
credit staff (mainly support staff involved in security, such 
as guards, drivers, etc.) to credit staff tends to be higher 
in Afghanistan and this has some effects on an MFI’s  
operating expenses.

operating expenses. The operating costs—personnel, admin-
istrative, transportation, cost of living—are all higher in 
Afghanistan than in neighboring countries and this impacts 
operational efficiency. For instance, the average salary of an 
Afghan loan officer is higher than their Indian or Bangladeshi 

inflation and a deteriorating security environment in Afghan-
istan, contributed to a slowdown in the their growth and 
the decline of the quality of portfolios of most of MISFA’s  
partner MFIs.

In 2009-2010, MISFA’s microfinance partners began a period 
of consolidation and re-alignment of resources and priori-
ties. By the end of March 2011, the microfinance portfolio of 
MISFA, while still in a consolidation period, has emerged as 
a leaner, more cohesive group. 

Also in early 2011, the sector reached a milestone, disbursing 
a cumulative total of more than uS$1 billion to hundreds of 
thousands of Afghans since its official creation in 2003.

2. Microfinance in the Afghan context 

The operating environment in Afghanistan is very differ-
ent from other countries in the region. characterized by a 
challenging terrain that has demographic implications and 
plagued by instability and ongoing conflict, the country is 
arguably one of the most difficult places in which to deliver 
microfinance services. 

In addition, three decades of war have devastated its policy 
making institutions, educational system and infrastructure. 
It could take as much time to reconstruct these systems and 
to catch up with a globalized world. As a result, capacity and 
performance standards are low and the country is far from 
maintaining a conducive environment for many development 
programs, including microfinance, to grow organically.

prior to the creation of MISFA, Afghanistan’s formal financial 
system was practically non-existent—with insolvent public 
financial institutions and no commercial banks. Although 
microfinance programs and credit services did exist, they 
were implemented disparately by a number of international 

1    
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livelihood, asset-building and credit strategies all together 
add to the challenges of conducting a comprehensive and 
conclusive study on the real effects of microfinance on 
Afghan women. 

However, this should not take away from the life-changing 
experiences of many Afghan women clients, whose status in 
both their households and societies have improved irrevoca-
bly with higher income and increased household assets. The 
sector is a well of success stories of women breadwinners, 
widows, who started out with small loans and businesses 
and grew them over time, improving the quality of life of 
their families significantly and bringing them out of pov-
erty. These are women, who now have the credibility within 
their social networks to enter into contracts with their local 
store owners and traders, who supply them with goods and 
materials for their businesses, e.g. cotton, fabric, handicraft 
tools, dairy products, salon items, etc. not too long ago in the 
modern history of Afghanistan, women engaged in business, 
making such purchasing decisions, was unheard of. 

Today, many women clients report that after taking out loans 
for their micro enterprises and contributing to the household 
economic wellbeing, they can avail themselves of preventa-
tive medical care, such as vaccinations and check-ups, and 
their children can attend school. As a result, these women 
gain pride and confidence in themselves; that they can pro-
vide for their families. In addition, they gain more respect 
from their husbands, extended families and neighbors.

These anecdotal reports are corroborated by the last study 
conducted on this subject commissioned by MISFA in 2009: 
“Gender Mainstreaming in Microfinance”. The study sur-
veyed 800 households in the provinces of Kabul, Herat, 
nangarhar and Balkh to assess the impact of microfinance 
on the economic and social empowerment of women, who 
are clients of MISFA’s implementing partners. Following are  
some highlights:

counterparts. Hiring of extra support staff, mainly for secu-
rity—an unavoidable expense in the volatile context of 
Afghanistan—increases personnel cost to a much higher 
level than in the other countries. In terms of administra-
tive expenses, office rent and transportation are also much 
higher in Afghanistan than in its neighbors. While most loan 
officers typically use bicycles or motorcycles in Bangladesh, 
India and pakistan, their Afghan counterparts are forced to 
use cars, which are more costly, due to the tougher terrain, 
weather and security conditions.

population density. The population density in Afghanistan 
is much lower than in other countries in the region, such as 
India, Bangladesh and pakistan. This reduces the capacity of 
loan officers to cover a large number of clients; they would 
have to travel much longer distances to cover the same 
number of borrowers. And due to the lower population den-
sity in a given area, larger distances that the loan officers 
have to cover, and in many cases, continuing insecurity, it 
makes it nearly impossible for MFIs to be as highly productive 
as their counterparts in the region.

Afghan women and microfinance. Women have histori-
cally comprised the majority of microfinance borrowers in 
Afghanistan—hovering around 70 percent of the total. This 
is encouraging, especially in the context of the Afghan cul-
ture where women’s mobility is restricted in certain parts 
of the country. However, reports from the field, as well as 
some anecdotal evidence collected from studies and focus 
group discussions indicate that in many instances, women 
borrowers are not the prime users of the loan; that they 
are often sent by their husbands to apply for credit. This 
information must be digested again within the cultural con-
text. Micro enterprises in the country almost always involve 
contributions from family members, including women and 
children—from agricultural and livestock activities, to carpet-
weaving, to shopkeeping, to tailoring. The complexities of an 
Afghan household, its leadership structure and dynamics, its 
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EconoMIc pARTIcIpATIon

percentage of Women clients vs. non-clients clients non-clients

participating in household business decisions 74.5% 52.5%

participating in household economic decisions  
(e.g. expenses on food, health, education, etc.)

77% 61.1%

Making purchases independently 87.4% 46.5%

SElF-conFIdEncE And SocIAl STAndInG

AccESS To HEAlTH SERvIcES

Mircofinance clients non-clients

Mothers seeking medical advice for sick childrem 77% 59%

Mothers obtaining imunization cards for children 91% 79%

99.3% 98.5% 94.9%

of women clients interviewed said their level of 
confidence had increased after participating in 
economic activities

of women clients interviewed reported feeling 
more respected in society, compared to before 
taking the loan

of women clients interviewed said the loan had 
changed their role from a traditional housewife 
to a productive member of society

A Baseline and Initial Impact Study of microfinance in Afghanistan, conducted by the united Kingdom-based Institute of 
development Studies (IdS) in 2007 also reported that Afghan women clients of microfinance accessed health services more  
than non-clients:

Both reports are available for download at www.misfa.org.af
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To date, a greater number of Afghan women are engaged 
in microfinance at different levels and degrees than ever in 
the history of the country. That a percentage of them may 
have borrowed for their husbands’ businesses does not con-
tradict these findings, which are supported by reports and 
anecdotes collected from the field for other studies and from 
focus group discussions. What is hard to dismiss is that their 
participation alone, as the official client in a program that 
requires a little more flexibility in their mobility, is already a 
cultural breakthrough for Afghan women.

3. MISFA and its partner Institutions

pre-consolidation

In the early years following MISFA’s inception in 2003, esti-
mates of demand for microfinance were enormous: more 
than 3 million potential borrowers, according to sources, 
including the World Bank. As such, there was a collective 
effort within the international community and local stake-
holders to meet such demand by facilitating the operations 
of microfinance providers. Through the heady initial years, 
scaling up outreach became the impetus and this saw the 
number of MFIs growing to as many as 16, all of whom 
were contractual partners of MISFA, and the total number 
of borrowers across the country reported to reach almost 
400,000 by 2008. Microfinance also became the success 
story coming out of Afghanistan amidst ongoing insurgency 
and insecurity. It was at this point that MISFA decided that 
the focus needed to be on long-term sustainability, which 
required accountability and institutional strengthening. 

MISFA refocused the priority and vision back to the initial 
goal when MISFA was set up—it was never to have as many 
MFIs as possible reach out to a large number of clients. The 
vision was sustainability in order to achieve impact at a 
broad level. It has been proven all over the world that it is the 
strong and sustainable MFIs that can provide scale and depth  
of outreach. 

Around this time, the market size was not turning out to 
be as large as initially estimated2. And when MISFA started 
working closely with each of its partners’ internal systems, 
the weaknesses of some MFIs surfaced and their future 
viability came into question. What ensued was a series of 
consultations between MISFA and the MFIs’ international 
parent organizations. Throughout these strategy discus-
sions, the paramount concern was the ability of each MFI 
to continually provide microfinance services to poor Afghans 
left out of by the banking system, and to do so on a long-
term basis, while becoming an economically stable, donor 
independent local institution. Following a thorough process 
of evaluation by all parties, some of MISFA’s partners decided 
to exit. By then it had become clear that there was a need to 
consolidate MFI activities into a smaller core group of MFIs.

For MISFA, consolidation became a stepping stone to reach 
sustainability. As such, MISFA viewed it as a great opportu-
nity. Given the Afghan context (see Section 2), by reducing 
the number of MFIs, resources could be better deployed and 
focused on strengthening institutions that were likely to 
reach viability and had the best strategies and potential for 
innovation, capacity building and sustainability.

2  Given that Afghanistan’s national Risk and vulnerability Assessment (nRvA) 2007/8 estimates the total number of households in the 
country to be around 3.4 million, the early estimate of microfinance demand being in the 3 million range was clearly off the mark. 
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consolidation and the creation of Mutahid development Finance Institution

MISFA realized that approaching the consolidation MFI by MFI would prove costly and would take years to 
complete. consequently, in late 2010, MISFA established a subsidiary entity for MFI activities, which would 
absorb the good clients and staff of those MFIs determined to be unable to reach sustainability in a reasonable 
amount of time. 

The new vehicle would offer a reasonable selection of products to a range of clients: from new on-lending bor-
rowers to graduating ones. The entity would have access to resources from the sunsetting MFIs, as well as any 
additional ones from MISFA required for its proper establishment.

This approach was envisioned to have a positive impact on microfinance activities and MISFA: 

 ˺  It would retain a portion of the significant investments made in the exiting MFIs over the years by ensuring 
“good clients” continue to have access to development financial services.

 ˺ It would maintain some of the “good staff” from the exiting MFIs as a valuable asset.

Thus, Mutahid was born. The creation of Mutahid—which means “united” among dari, pashto and Arabic speak-
ers—allowed MISFA to approach consolidation in one go, rather than migrating the operations of each MFI one by 
one. This approach will reduce costs, speed up the transition process and most importantly, minimize client ser-
vice issues. on the staffing side, the creation of Mutahid provides a great opportunity to apply lessons learned 
from previous years by retaining and rewarding the most committed, honest, diligent staff, thus, promoting a 
culture of ethics, ideas and hard work. It is important to reiterate that this is a challenging approach and it will 
take some time before Mutahid becomes a bona-fide independent entity. It is currently operating as a division/
activity of MISFA and it is anticipated that as it attains sustainability, MISFA will divest itself of its Mutahid 
activities. In the meantime, MISFA will provide appropriate resources and support where necessary, and make 
every effort to increase the likelihood of success of this approach, all the while maintaining financial discipline. 

As the integration process of sunsetting MFIs into Mutahid progresses, MISFA has not abandoned a forward 
looking approach and is now concentrating on ensuring that the remaining partner MFIs can grow their port-
folios, reach sustainability, continue to improve their internal systems and consolidate their presence in the 
provinces that they operate in so that more deserving clients can have access to financial services. These efforts 
will be primarily focused on the remaining MISFA partners.

Mutahid means “united” for dari, pashto and Arabic speakers. Its creation is considered to be an 
innovative approach to consolidation, as it brings together under its wings the best clients of the 
microfinance institutions exiting the sector. And by retaining and rewarding the most committed, 
honest diligent staff, Mutahid is promoting a culture of ethics, ideas and hard work. 



reseArCH & 
deveLopMent

MISFA has commissioned 
actionable research to assist 
its partner MFIs in product 
development.  Among the services 
being developed based on client 
demand are: Sharia-compliant  and 
agriculture/livestock loan products. 

Photo: Lori Madden
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MISFA’S MFI pARTnERS

MISFA’s net portfolio outstanding totaled AFn 2.829 billion (approximately uS$59 million) as of 31 March 2011.  
This funded 198,310 active borrowers, 78% of whom were women. These figures represent the actual support,  
solely from MISFA funds, channeled through partner MFIs.

BRAC 

MutAhid

ASA

CFA

hope FoR 
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development Initiatives:  
A path Towards Sustainability

MISFA recognizes that the road to sustainability is bound to 
be long, winding and bumpy. To reach this intended destina-
tion, some fundamental pieces must be put in place:

enforcement of performance standards

MISFA partner MFIs are required to adhere with the stand-
ards that fall within the overall performance and reporting 
standards for the microfinance sector internationally. In 
this regard, MISFA created a new Monitoring and Supervi-
sion department (MSd) in early 2010 to further improve its 
monitoring and supervision activities. The overall purpose 
of MSd is to work in partnership with MFIs to assess their 
performance, identify shortcomings, and recommend and 
ensure implementation of actions for improvement.

MISFA has developed 22 performance Standards for its 
contractual MFI partners to strengthen their capacity in 
providing sound and sustainable financial services for low 
income people in Afghanistan. The standards are norms or 
requirements that establish uniform technical criteria, meth-
ods, and processes and practices for MFIs. They are used 
by MFIs to do self-assessments and by MISFA to conduct 
gap assessments of partner MFIs. Each gap assessment 
includes, among others, a comprehensive review of each 
partner’s organizational governance and management struc-
ture, financial management, operation unit, including HR 
and IT, and portfolio management and administration. Find-
ings of the assessments are interpreted into action plans for 
each partner. MISFA requires its partner MFIs to implement 
the action plans. It further monitors their implementation 
process to ensure appropriate actions are taken for improve-
ment of partner performance at both management and  
field levels.

MISFA partner MFIs have completed their self-assessments 
during this reporting period. Several of the partners were also 
reviewed through MISFA’s comprehensive gap assessment 
exercise in the past year.

systematic coordination and communication. MISFA’s cen-
tral role makes it best-placed to institutionalize stakeholder 
coordination and communication, particularly in the field. It 
was determined that many of the difficulties encountered 
stem from a lack of systematic coordination and communica-
tion among microfinance stakeholders, especially at the field 
level.  during this period, mechanisms have been established 
to ensure regular coordination and communication among 
the stakeholders in the Eastern and Western regions, with 
MISFA assigning two Regional coordinators in Jalalabad and 
Herat, respectively, to monitor this initiative. Among the 
mechanisms are: (i) monthly stakeholder coordination meet-
ings; (ii) a series of informational meetings and seminars 
with the staff of the local Ministry of Rural Rehabilitation 
and development (MRRd); (iii) regional stakeholder confer-
ences jointly organized by MISFA and the office of MRRd’s 
provincial director; (iv) a Memorandum of understanding 
signed by key stakeholders per region. This process is to be 
replicated next in the northern and central regions. 

institutionalized capacity building. MISFA believes that 
capacity building is one of the key components to sustain-
ability. Weak skills and capacities remain endemic, not just in 
relation to microfinance, but in Afghanistan as a whole. For 
MISFA, sustainability will not be possible without investing 
in long-term capacity building initiatives. one avenue MISFA 
is pursuing is through the Afghanistan Institute of Banking 
and Finance. AIBF was launched in november 2010, offer-
ing a basic certificate on microfinance. during this reporting 
period, MISFA collaborated closely with AIBF to develop a 
curriculum for the certificate course and encouraged its 



breAKinG boundAries

Participating in microfinance is a  
life-changing experience for many 

women clients, whose status in both 
their households and communities have 
improved irrevocably as contributors to 

higher family income and assets. 
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MISFA is exploring include: action research studies on 
demand-driven services (e.g. Sharia-compliant, agriculture 
and livestock loan products); a national public awareness 
campaign on microfinance; deposit mobilization; mobile 
banking; a client profile database; and poverty indicators to 
gauge social impact in the long-term. These innovations will 
hopefully allow for greater depth and breadth of outreach. 

MISFA partner MFIs are expected to have transitioned into 
a core group of professionally managed, financially sound 
institutions, functioning as sustainable entities geared 
towards financial inclusion.

While the number of development initiatives is small, MISFA 
has chosen high impact areas to focus on. All of these activi-
ties are designed to provide the fundamental basis for a 
strong/high impact development finance sector and future 
growth and innovation. The Sharia compliant and agriculture 
and livestock products, as well as the dMFI preparedness 
work3 have the potential to significantly transform micro-
finance in Afghanistan. MFIs will provide a broader and 
improved range of services, which will translate into improved 
lives for a broader spectrum of Afghan families. The range of 
target clients will remain diverse with programs designed for 
the very poor, individual businesses and small enterprises. 

partners to enroll their key personnel. MISFA is planning 
to continue this partnership in the near future. It will guide 
and support AIBF to take an increased role by offering 
executive and middle management level degrees in order 
to build a national cadre of microfinance professionals and 
executives. In addition, MISFA is working closely with its  
partners to build internal MFI capacity for staff development, 
as well as to support their new product development and 
implementation efforts. 

A strong network to advocate for development finance. 
Given the volatile conditions in the country and the result-
ing uncertainty in its policy environment, particularly in the 
finance sector—let alone development finance—it will be for 
the long-term benefit of the microfinance sector to have a 
unit advocating for its interests. The Afghanistan Microfi-
nance Association (AMA), created for this purpose in 2006, 
will continue to be supported by MISFA to revitalize into a 
stronger network that would represent the interests of MFIs 
as they navigate through the maturation process. 

A look Ahead

With sunsets and consolidations expected to be completed 
by 31 March 2012, MISFA envisions moving towards a new 
phase of activity. Some of the key development initiatives 

3  dMFI stands for deposit-taking Microfinance Institution. dMFI is one of the classifications of financial entities that come under da 
Afghanistan Bank (central Bank) regulations. MISFA is helping prepare partners with the potential to transform into a dMFI.
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FInAncIAl ovERvIEW

   1 Apr 2003 to 31 Mar 2011 

  AFn©000 

inCoMe stAteMent 

Interest & similar income 1,298,025 

operating grants 13,525 

other income 17,405 

total operating income 1,328,955 

Administrative & other expenses (1,051,645)

operating profit / (loss) 277,310 

Income tax expense on taxable profits (121,619)

operating profit / (loss) after tax 155,691 

Grant income (grants for loan funds or MFI grants) 10,201,686 

Exchange gain / (loss) 42,464 

Grant expenditure (grants to MFIs for operating or equity) (2,804,224)

provision against loans and advances to MFIs & Banks (1,033,638)

provision for MFI shut-down costs (57,761)

 totAL CoMpreHensive inCoMe 6,504,218 

 CAsHFLoW 

inflows:

Total comprehensive income 6,504,218 

Share capital 100 

long-term loans 800,000 

total inflows 7,304,318 

outflows:

net loans and advances to MFIs & Banks (2,829,015)

loan note investments in MFIs (50,336)

Investments (906)

operating fixed assets (15,269)

Working capital (amounts receivable) (103,167)

total outflows (2,998,693)

net CAsHFLoW 4,305,625 

opening cash & bank balances - 

CLosinG CAsH & bAnK bALAnCes  4,305,625 

FinAnCiAL overvieW
MisFA Ltd.  
overall Financial summary  
For the 8 years ended 31 March 2011
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Microfinance investment support Facility for Afghanistan

www.misfa.org.af  |  info@misfa.org.af
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