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The creation of a microfinance sector in 2003, following the 
fall of the Taliban, was initially driven by its significance as a 
social protection measure. Millions of Afghan refugees were 
expected to stream back into the country and at that time, 
the government was in its nascent state, without the capac-
ity yet to create jobs and provide public services. 

Microfinance helped mitigate this by providing financial 
assistance to those, who had the skills to start a business 
or expand an existing one, to create employment and assets 
for themselves and their families, and avoid backsliding into 
poverty.

Nearly 10 years later, the program has evolved. The microfi-
nance sector has experienced both struggles and successes 
but the social protection potential of the program endures. 

Women, especially, have greatly benefited from microfinance 
services. Women borrowers, who comprise 60 percent of the 
total borrowers, have become economic decision makers in 
their households and active participants in socio-economic 
activities across the country. The rural areas, where people 
need assistance the most, have more access to finance now 
more than ever before.

Microfinance will, therefore, continue to be a growing focus 
area for the Government of Afghanistan, for MISFA and 
microfinance institutions (MFIs) operating in the country. 

However, as in many countries around the world, challenges 
remain. Microfinance, named in the Afghanistan National 
Development Strategy (ANDS) as a social protection tool of 
the government, is still in its maturation process.

Even in countries in which microfinance has been in exist-
ence for decades, there is a consensus among experts, 
practitioners and specialists in the field that the program’s 
implementation and trajectory at this time need to be re-
evaluated to ensure that microfinance does not drift from 
its mission. 

MISFA, as an apex body, is best placed to initiate a similar 
rethinking of the role and agenda of microfinance in Afghan-
istan. MISFA’s Board of Directors fully supports the senior 
management’s decision to align its strategic focus and initia-
tives with the global principles of financial inclusion. 

Let us not forget that the core value of microfinance is to 
make financial access inclusive. And let us not stop asking 
the question: How can microfinance really make a meaning-
ful difference in the quality of lives of a greater number of 
poor, unbanked, marginalized Afghans and their families? 

FROM THE CHAIRMAN OF THE BOARD

FROM THE CHAIRMAN OF THE BOARD

H.E. MINISTER WAIS AHMAD BARMAK

Ministry of Rural Rehabilitation and Development (MRRD)
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Many Afghan women are becoming decision makers in their 
households through income-generating small businesses financed 
by microcredit. Still, they remain part of a marginalized group 
largely excluded from finance.

DECISION MAKERS

Many Afghan women are becoming decision makers 
in their households through income-generating 
small businesses financed by microcredit. Still, they 
remain part of a marginalized group largely excluded 
from finance.



MISFA’s BOARD OF DIRECTORSMISSION DRIFT

The many facets of delivering microfinance in 
challenging environments have taken focus away from 
the core component of the program: the poor clients, 
their needs, and how microfinance can help them 
achieve their aspirations.
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A MESSAGE FROM MISFA’S MANAGING DIRECTOR

When I internalize the relatively young history of microfi-
nance in Afghanistan, I can’t help but marvel at how it is 
somewhat akin to a child’s developmental milestones.

In its infancy, with the generous nurturing of the govern-
ment and international community, the microfinance sector, 
including MISFA, underwent a rapid growth spurt. Then, it 
learned how to walk, stand on its own, becoming aware that 
it is its own separate entity. 

Now, the microfinance sector of Afghanistan is building 
blocks, learning about discipline, how to exist in its environ-
ment, and survive in it with all its elements, both favorable 
and unfavorable. 

As a young sector in Afghanistan, it behooves us to be 
impressionable and draw from the experiences of others who 
have come before us. Thus, when we started going through 
consolidation, we took comfort in the fact that this was a 
natural part of sector development, as experienced by micro-
finance industries around the world. 

In recent years, the global industry has undergone a period 
of self-reflection and acknowledged that microfinance, in 
the way it’s been universally applied, has somehow veered 
away from its social objective. By promoting mainly credit as 
the standard service, and by throwing in a significant part of 
resources to institutional capacity, the industry inadvertently 
took focus away from the clients.

International experts and practitioners have come to a con-
sensus on how to ensure that microfinance remains true to 
its core. The essence of the program lies in inclusion—the sat-
isfaction of the various needs of a greater number of clients. 

Through this Annual Report, we at MISFA are issuing the 
same affirmation. Now is as good a time as any for MISFA 
and our partners to develop ourselves as a microfinance 
group dedicated to Financial Inclusion. This means getting 
to know our clients: listening to their needs and aspirations; 
thinking outside of the standard credit methodology for 

innovative solutions that meet client demand and satisfac-
tion; and equipping them with the tools they need to succeed 
in their businesses. This also means that MISFA will actively 
seek synergies and partnerships with other programs that 
could fill in capacity and knowledge gaps. 

The good news is: MISFA is at a good starting point. In this 
Report, we take stock of our environment and its challenges, 
the lessons we’ve learned, as well as the opportunities for 
further growth arising from our acquired knowledge and 
strengths. At the end of the report, we also outline our cur-
rent initiatives and most of them—albeit at different stages 
of implementation—are already aligned with the seven-
point agenda set out by the Center for Financial Inclusion  
(www.centerforfinancialinclusion.org).

This would not have been possible without the contributions 
of each and every staff of MISFA; and the guiding hand and 
strong support of our Board of Directors, particularly our 
Chairman, H.E. Minister Wais Barmak, whose Ministry of 
Rural Rehabilitation and Development has been instrumen-
tal in MISFA’s creation, as well as in our partners’ successful 
coordination with regional stakeholders.

I would also like to acknowledge the support of the donor 
community, MISFA’s MFI partners, the Afghanistan Micro-
finance Association (AMA), the Afghanistan Institute of 
Banking and Finance (AIBF), and all their staff. 

Thank you for your continued support to the growth of micro-
finance in Afghanistan.

Sincerely,

A MESSAGE FROM MISFA’s MANAGING DIRECTOR

Ms. Katrin Fakiri

MISFA Managing Director



INTRODUCTION: MISFA TAKING STOCK

The history of microfinance in Afghanistan can be captured in 
two stages. The first stage, the first five years since MISFA’s 
inception in 2003, can be referred to as a growth spurt when 
MISFA focused mainly on program outreach and upscale. 

The year 2008—when the heady and rapid growth of the 
sector brought to light institutional weaknesses that couldn’t 
quite cope with such dramatic growth—ushered in the second 
stage: a period of institution building and consolidation. It 
was clear at that time that for microfinance to have a mean-
ingful impact—particularly in Afghanistan where conflict and 
insecurity are as undulating as its landscape—its providers 
must have long life expectancies. 

INTRODUCTION: MISFA TAKING STOCK

CREDIT CENTRIC

There is a global initiative to re-evaluate  the 
microfinance methodology being mainly centered 
around credit.

Thus, for the past few years, MISFA has been engaging 
microfinance institutions (MFIs) in partnerships based on 
institutional strengthening, higher performance standards, 
due diligence, and capacity building. MISFA internalized this 
approach and itself undertook appropriate adjustments, 
shoring up key departments: monitoring, supervision and 
technical services, and capacity building. MISFA wel-
comed the consolidation of the sector as an opportunity to 
strengthen the operational foundations of a smaller group 
of implementing partners.
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As the year 2012 unfolds, microfinance in Afghanistan is 
again on the cusp of another turning point, entering its 
third stage of development. This phase can perhaps be best 
described as going back to the basics, returning to the heart 
of the matter, to the driving force that created microfinance 
in the first place: the clients. 

Although helping its MFI partners become sustainable 
through sound systems remains a key priority, MISFA recog-
nizes that this cannot be an exclusive focus. Especially when 
attention is taken away from the clients and as a result of 
their needs not being met, their enterprises suffer and in 
worse cases, indebtedness ensues from their inability to 
repay loans—the very thing that microfinance is supposed 
to prevent.

This has played out in neighboring countries India, Bangla-
desh, Pakistan and in microfinance sectors across the world. 
In India, there were reported cases of clients in despair, com-
mitting suicide after falling deeper and deeper into debt. 

As such, momentum is building up among microfinance 
experts and practitioners in the global sphere to have a col-
lective, introspective re-evaluation of the whole industry’s 
heavy emphasis on growth and credit, and on institutions 
and operations. And how in this way of doing things for the 
last decade or so, the industry has lost sight of the clients, 
their needs and how microfinance is supposed to benefit 
them in the long-term.

MISFA is also embarking on a rebooting process of sorts, one 
that, in part, reflects the motivations of the global trend, 
but would also be contextualized for the unique challenges 
in Afghanistan.

To do this, MISFA needs to take stock of where it’s at in terms 
of its partners’ ability to satisfy the needs of their clients, 
and in terms of how MISFA can assist them in doing so. As 
it reflects on its own young history and how it will help steer 
its partners in the right direction, and where that destination 
might be, MISFA needs to have an honest reckoning of the 
enormous challenges in Afghanistan and their consequences. 
At the same time, it needs to recognize its strengths and the 
opportunities that come along with them, and leverage them 
to redefine, recalibrate microfinance in a way that it would 
truly benefit most, if not all, of its intended users.

1. Main Challenges and Consequences
Following are the three main challenges and their conse-
quences all converging to create what can only be described 
as an unabling environment for microfinance in Afghanistan. 

•	 A maturing macro environment

In many countries around the world where microfinance 
has thrived, adequate policies were created to support the 
institutionalization of microfinance as an industry, both at 
the public and private levels. In Afghanistan, microfinance 

“Only a few years ago, microfinance practitioners were sure that they met the needs of clients. Today, however, 
they recognize that they were too focused on their own operations and what they knew how to provide, and not 
focused enough on what actually benefitted clients.”

— Centre for Financial Inclusion
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MISFA’S MFI PARTNERS

FMFB

BRAC

ASA

MUTAHID

OXUS

HFL



INTRODUCTION: MISFA TAKING STOCK

11MISFA ANNUAL REPORT 2011-2012

•	 Leadership and capacity deficits at the MFI level

One issue that has persistently plagued the sector in the 
past years is the acute shortage of strong leadership and 
capacities across all levels. The upper echelons of MFIs 
have experienced a high turnover in recent years. In many 
other countries, this type of staffing concerns is not an 
issue. Senior, mid- to junior level posts, including that of 
loan officers, are filled from a stream of professionals, 
and young personnel educated or specialized in the field 
of financial services. 

In Afghanistan, it was only in the last few years that an 
institute designed to fill this gap opened up in Kabul to 
provide Afghans working in this field a curriculum-based 
education and training. But it will take years and strong 
commitment on the part of MFIs before the institute could 
succeed in building a cadre of microfinance specialists.

Consequence:

Weak and/or inconsistent leadership at the top impedes 
the overall growth and progress of any organization. This 
creates a host of issues that can cascade over all aspects 
of MFI operations—program development, systems and 
controls, partnership agreements, client satisfaction. 
In addition, without strong leadership, it would make it 
very difficult to motivate staff and demand accountability  
and discipline.

•	 Treacherous terrain, susceptibility to  
natural calamities

The geographic location of Afghanistan and its accom-
panying attributes has long assumed a character role in 
Afghanistan’s history and will continue to do so in the 
years to come. There are pockets of populations that have 
nestled in the many valleys of Afghanistan’s mountain 

is explicitly named in the National Development Strat-
egy as a tool for the government to alleviate poverty and 
provide social protection to vulnerable groups, including 
refugees, through access to finance. 

However, microfinance as a government program is still 
in its maturation process. Needed support at the macro 
level remains lackluster, given the numerous other issues 
that take priority over microfinance. Regulatory support 
to microfinance has been in the agenda, but this requires 
a complex network of resources and capacities that has 
yet to be established at the national level.

Consequence: 

Given that microfinance remains a relatively new concept 
in Afghanistan, this lack of awareness at the policy level 
opens up the sector to misperceptions in some circles. 
One not uncommon notion is that the interest on loans 
clients are required to pay is usury and is, therefore, un-
Islamic. This has created an unabling environment in the 
field that made it quite challenging for some of MISFA’s 
implementing MFI partners to navigate through. To assist 
them in mitigating this challenge, MISFA mainstreamed 
national advocacy and public awareness in its strategic 
planning. Since 2009, MISFA has been working closely 
with its partners to reduce the misperceptions through a 
regional to national campaign for stakeholder coordina-
tion and awareness (see Section 2 on National Advocacy).

Another consequence of inadequate capacities and 
resources at the policy level is the protracted implementa-
tion of the DMFI1 regulation, which has been in the works 
for the last four years. MISFA has been working with the 
Central Bank of Afghanistan to implement a revised DMFI 
regulation that will pave the way for strong MFIs to mobi-
lize deposits in the future.

1  DMFI stands for “Deposit-taking Microfinance Institutions”. Under the DMFI regulation, MFIs offering to secure client deposits will come under 
the regulatory umbrella of the Central Bank of Afghanistan.
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good infrastructure, not to mention security concerns. 
This is not to say that efforts are not being made to bring 
microfinance to poorer, rural households. In fact, MISFA 
is spearheading an initiative designed especially for the 
ultra-poor involved in agricultural activities (see Table of 
MISFA’s Ongoing Initiatives for 1390). It is worth empha-
sizing, however, that this level of outreach will take years 
to bear a measurable impact.

2.  MISFA’s Strengths and Opportunities 
In taking stock after nearly a decade since its inception, 
MISFA has accumulated lessons learned and established a 
position of strength in certain areas that it can harness into 
opportunities. However implacable the main challenges to 
microfinance appear to be at this time, there are a number 
of elements already in place that serve as a strong basis for 
MISFA to redefine microfinance; to recalibrate it in terms of 
how it can have the most positive effect on the people it was 
intended for. 

•	 Good client base

The total active borrowers of MISFA’s MFI partners have 
consistently been above 200,000 since 2008. This is not 
an insignificant number considering that the average 
size of an Afghan household is 7.32. Thus, not only has 
microfinance provided livelihoods to more than 200,000 
individuals, it is effectively having an impact on the lives 
of around 1.5 million Afghans. 

Opportunity:

This steady number of active borrowers is an indication 
that there is consistent demand for microfinance. But 
more importantly, with this built-in client base, MISFA 
has the opportunity to gather information around the 

ranges for generations and they constitute a portion of 
the country’s poor, who are hard to reach, who have no 
easy access to services, including medical, educational, 
banking and other financial services. 

As such, when natural disasters strike—earthquake, harsh 
winter, and draught—they are the ones that suffer the 
most. The state of these marginalized groups represents 
the conditions around Afghanistan’s rural populations in 
general. Households in rural areas near the major prov-
inces outfitted with infrastructure are naturally more 
connected to peri-urban and urban areas, but a predomi-
nant number of families are not.

Consequence: 

Historically, the geographic and demographic reach of 
microfinance has been heavily lopsided in favor of urban 
households (76% urban; 24% rural to date) and this is not 
going to change in the near future. This is one aspect of 
the program that has been brought to question often. 

Afghanistan is a country highly dependent on agriculture, 
which typically occur in the rural countryside, where, it can 
be argued, microfinance can make the most difference. 
Yet, the majority of microfinance clients are not farm-
ers, but urban dwellers, and the wide urban-rural divide 
remains intractable. 

This is very much a consequence of Afghanistan’s chal-
lenging landscape and nature. As it is, with the majority 
of MFI branches located in cities, the cost of delivering 
microfinance in Afghanistan to its intended clients is 
already one of the highest in the region, if not globally. 

Opening more branches in the hard-to-reach rural areas to 
serve rural populations would make it even more costly, 
given the lack—and in many cases, absence—of roads and 

2 According to the National Risk and  Vulnerability Assessment 2007/8–A Profile of Afghanistan (Kabul:ICON-INSTITUTE, 2009).
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Microfinance, in the way it’s practiced today, is not 
enough. The global principles of Financial Inclusion breathe 
essence into microfinance. (Visit the Center for Financial 
Inclusion at: www.centerforfinancialinclusion.org)
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has earned credibility and the trust of the government 
and donor community, which remain keen in supporting 
MISFA and microfinance. This places MISFA in a solid 
position to: address any future evolutionary changes 
and challenges to microfinance; and get the backing of 
policy makers and other stakeholders in future efforts to 
improve and/or expand the scope of microfinance 

•	 National advocacy apparatus

One of the priorities of MISFA in the past two years was 
the design and implementation of a national advocacy and 
public information strategy that would promote better 
understanding and acceptance of microfinance, particu-
larly in the areas of operation of MISFA’s MFI partners. 

In consultations with MFIs, the two audiences targeted 
by the strategy are the clients and the regional staff of 
the Ministry of Rural Rehabilitation and Development 
(MRRD), who are the key players in implementing the 
National Solidarity Program (NSP) of the Government of 
Afghanistan. MRRD has extensive regional and provincial 
presence. As such, it is the government body with regional 
policy influence and the most direct relationships with 
Afghans across the country.

Recognizing this, MISFA, within the past two years, 
opened satellite offices in the three major provinces 
aside from Kabul, which are typically the agenda setters 
regionally and nationally: Herat, Nangarhar and Mazar. 
Regional Coordinators were recruited to obtain the buy-in 
of MRRD officials in the regions and establish collabora-
tive arrangements with them. Another priority is to be 
a resource for MFIs’ provincial branches and to facilitate 
communication and coordination among them. 

different needs and demands of clients and use the 
knowledge to explore and pilot test new services other 
than credit that would meet their needs. In addition, such 
a study of the client base would enable MISFA to learn 
what works and what doesn’t and collect qualitative data 
that would inform MISFA and its partners of the circum-
stances that entrap or bury borrowers into debt. 

•	 Governance and oversight capacities

As an apex body created to set the agenda for microfi-
nance in the country, MISFA is mandated to oversee the 
development of some of the leading MFIs operating in the 
country. Since microfinance providers do not come under 
the regulatory framework of banks under Da Afghani-
stan Bank (Afghanistan’s Central Bank), MISFA became 
the default body tasked to ensure that MFIs operate 
within internationally set performance standards. For 
MISFA to assume this role with credibility, it needed to 
elevate its own performance standards and strengthen 
its monitoring, supervision and technical capacities. Over 
the last four years, MISFA has put in place systems of 
engaging partner MFIs in this process: adhering to a set 
of performance standards, cleaning up their MIS sys-
tems and assessing gaps in their training and capacity  
building policies. 

Opportunity: 

In the process of strengthening MISFA and its partners as 
institutions sharing a mutual objective, MISFA has proven 
its ability to harness lessons learned and its overall experi-
ence to bring positive changes to the operational systems 
of its partners. This has demonstrated MIFA’s resilience 
in addressing sectoral issues, for example the ongoing 
consolidation of some of its partners. As a result, MISFA 
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rights and to build a bridge between the regional stake-
holders and microfinance community. 

Two is a national media campaign that MISFA developed 
and implemented, in collaboration with stakeholders, to 
increase understanding and acceptance of microfinance 
through targeted messages.

Opportunity: 

This nationwide initiative has three very important out-
comes: (1) the lessons being learned from undertaking such 
a wide scale process; (2) the mechanisms and innovative 
approaches put in place to enhance public knowledge of 
microfinance and cooperation around it among stakehold-
ers; and (3) the relationships being established among the 
key actors on the ground.

The desired outcome is a more enabling environment 
for MISFA’s MFI partners and for microfinance in gen-
eral. With guidance and assistance from MISFA’s Rural 
Finance Development and Public Information and Com-
munications Departments, the regional offices organized 
public awareness workshops with MRRD provincial staff, 
including provincial directors and NSP focal points, district 
governors, MFI field staff, community leaders and other 
key players in the region. 

Simultaneously, two other types of public information 
initiatives were conducted as a follow-on to the regional 
coordination impetus:

One is a series of legal awareness workshops jointly 
conducted in the field by MISFA and an expert from the 
Attorney General’s office to inform MFIs about their legal 

TAKING STOCK

MISFA is best placed to set the agenda for microfinance 
in Afghanistan, where there remains a great number of 
people financially excluded. Aligning priorities with Financial 
Inclusion goals requires taking stock of the main challenges, 
as well as MISFA’s strengths and oportunities.
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MISFA STRENGTHS AND OPPORTUNITIES

capacity to better serve its network of development 
finance institutions. 

AIBF –  Afghanistan Institute of Banking and Finance 
(www.aibf.org.af)

Since 2009, MISFA has been collaborating with the Afghani-
stan Institute of Banking and Finance (AIBF) and serves 
on the Board of the Institute. AIBF is providing short and 
long-term diplomas and certificate programs targeted to the 
employees of commercial financial institutions and MFIs. The 
microfinance department of AIBF is devoted to strengthen-
ing the capacity of the employees at all levels at MFIs.

Opportunity: 

MISFA’s partnerships with both AMA and AIBF create 
a breeding ground for synergies and regular coordina-
tion. They open up opportunities for collaboration on 
capacity building, advocacy and networking and build a 
sense of cohesiveness, which are much needed across all 
levels in the financial service industry. Such close coor-
dination also prevents parallel initiatives and creates a 
built-in consultative group for generating feedback, ideas  
and innovations.

As advocacy and communications are a cross-cutting 
function of MISFA in the long term, these outcomes 
combined provide an apparatus for mobilizing support 
from government, stakeholders and the general public 
for future microfinance products and services. 

•	 Strategic partnerships 

Over the years, MISFA has been cultivating partnership 
and networking opportunities with institutions and 
projects that have complementary mandates and objec-
tives. Partnerships with two Afghan-led organizations 
are particularly strategic to MISFA’s long-term vision for 
microfinance: AMA and AIBF. 

AMA –  Afghanistan Microfinance Association  
(www.ama.org.af)

The close collaboration between MISFA and AMA is mutu-
ally strengthening and is key to the long-term success of 
microfinance as a program and as a sector. As the first 
and only association of the microfinance institutions in 
Afghanistan, AMA has a pivotal role in coordination, net-
working, and information sharing among MFIs.

MISFA supports the AMA by providing grants and 
technical assistance aimed at building its institutional 

OPPORTUNITIES
client satisfaction, 

credibility, trust, efficient 
coordination and delivery,  

synergies

Good client base
Strategic 

partnerships

Governance & 
oversight capacities

National advocacy 
apparatus
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MISFA will take on a broader and more active role in the 
way microfinance services are delivered, to ensure they 
benefit--not harm--poor clients.
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investors, as well as regulators, donors and academics. The 
survey results helped the Center develop a roadmap for 
financial inclusion—a seven-point agenda that addresses 
each of the main arenas for action to achieve full financial 
inclusion by 2020:

1. Financial education 

2. Product range, informed by understanding 
client  needs 

3. Technology-enhanced delivery channels

4. Credit bureaus

5. Client protection

6. Institutional capacity building

7. A sound regulatory framework

Aligning MISFA’s strategic focus with 
the Financial Inclusion agenda
A number of MISFA’s initiatives designed and developed since 
2009—currently in different stages of implementation—are 
already aligned with some of the enumerated seven point 
agenda of Financial Inclusion (see table of MISFA’s Ongoing 
Initiatives for 1390). 

The critical and exciting part lies in what MISFA needs to 
do to help its partners and the sector set their sights on 
financial inclusion as the direction to take. MISFA will play a 
crucial part in this by taking on a broader and more active role 
in delivering financial services, aside from credit, which will 
factor in the different needs, enterprises, levels of financial 
literacy, and repayment capacities of poor Afghans.

Having identified its main challenges and their conse-
quences, as well as its own strengths and the opportunities 
it can harness out of them, MISFA can now—from a more 
grounded perspective—set a new vision for microfinance in 
Afghanistan. 

As noted in the introduction, MISFA is on the cusp of another 
evolutionary stage in its development and it’s laying the 
groundwork for setting the future agenda for microfinance 
in Afghanistan. MISFA believes in the principles of Financial 
Inclusion, a client-focused global ideology that has been gain-
ing ground in recent years. The Center for Financial Inclusion 
(CFI) at ACCION International (www.centerforfinancialinclu-
sion.org) provides the following definition.

What is Financial Inclusion?

In July 2011, CFI at ACCION International published a Survey 
Report on the Obstacles and Opportunities to Financial Inclu-
sion. More than 300 respondents from all over the world 
participated in the survey and they comprise of the follow-
ing stakeholder groups in the microfinance industry: support 
organizations and networks, financial service providers and 

Full financial inclusion is a state in which all people 
who can use them have access to a suite of quality 
financial services, provided at affordable prices, in a 
convenient manner, and with dignity for the clients. 
Financial services are delivered by a range of providers, 
most of them private, and reach everyone who can use 
them, including disabled, poor, and rural populations.

THE WAY FORWARD: FINANCIAL INCLUSION
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MISFA’s ONGOING INITIATIVES FOR 1390

1

Implementing The Ultra-Poor Program (TUP)

MISFA, in partnership with the International Fund for Agricultural Development (IFAD), is implementing a 
component of the Rural Microfinance and Livestock Support Program (RMLSP). This is being piloted to help 400 
families in Bamyan Province lift themselves out of extreme poverty through a set of development assistance and 
activities carefully sequenced over a period of 33 months. This package of inputs includes: subsistence grants; 
transfer of assets (cattle, sheep, goat); flexible savings, literacy courses, enterprise development trainings (for 
example in livestock keeping), and regular follow-ups. TUP assistance also includes basic healthcare services, and 
awareness and advocacy workshops designed to create a built-in community support network for the poorest. 
After 33 months, TUP participants are expected to graduate out of abject poverty. And with newly acquired assets, 
knowledge and skills, they can establish small enterprises or engage in income-generating activities, and can be 
eligible for a microcredit and other microfinance services. 

The success and social mission of this project has already resulted in its replication in Badakhshan Province. 
Methodologies have been improved based on lessons learned in the pilot; the size of intended beneficiaries 
has been doubled to 800 families; and more partnerships and synergies have been formed to deliver the 
comprehensive package of assistance.

2

Assisting partners in introducing new products and services based on client demand

Two MFIs supported by MISFA, OXUS and Mutahid, are introducing new Sharia-compliant services this year. This 
comes after a MISFA- commissioned study concluded that there is real demand for Islamic products from both 
clients and non-clients. The study outcome was the basis for a MISFA-led product design, development and 
implementation initiative for its partners, beginning with the Murabeha. To ensure ease of service delivery by the 
MFIs piloting the product, MISFA obtained a fatwa from Afghanistan’s Supreme Council of Islamic Scholars.

One of MISFA’s long-time MFI partners, First Microfinance Bank (FMFB), is also scheduled to launch a rural 
agricultural product this year in four provinces: Kunduz, Badakhshan, Baghlan and Takhar, following market supply 
and demand surveys for this product that inform rural finance strategy and implementation.

3

Exploring mobile technology

MISFA, through its retail division, Mutahid Development Finance Institution, is exploring a new transaction 
method for clients, enhanced by mobile technology. To complement its pilot testing of group financing, Mutahid is 
utilizing the services of M-Paisa, a mobile payment system for Roshan customers. Borrowers of Mutahid can now 
make loan repayments more safely, more conveniently, and more economically, using the Roshan network. In place 
of paper money, Mutahid clients can purchase e-money (electronic money) from authorized M-Paisa agents and 
then use the e-money to make repayments to Mutahid.
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MISFA’s ONGOING INITIATIVES FOR 1390

4

Developing the Progress out of Poverty Index for Afghanistan

In 2011, MISFA started working with the Grameen Foundation to develop the Progress out of Poverty Index® 
(PPI®) for Afghanistan. The PPI is intended to assist MISFA’s partners monitor the poverty status of clients. 
This enhances their understanding of clients, the type of products and services that suit their status and needs. 
Matching poverty levels to loan repayments or the introduction of new products may also help to determine the 
effectiveness of existing programs, the time it takes clients to graduate from poverty, and what could facilitate 
their move out of poverty faster. MISFA plans to implement the PPI in 2013.

5

Institutional Capacity Building

MISFA conducts annual assessments of its partner institutions to identify their shortcomings and recommend 
improvements. Following completion of each assessment, the partners are required to prepare and implement 
action plans addressing the shortcomings identified by MISFA’s assessment team. The annual assessments for 
MISFA partners were completed during the reporting period. The partners also prepared action plans and began 
implementation of activities as recommended by the MISFA assessment team. Successful implementation of 
the action plans will play a key role in achieving agreed objectives around institutional capacity building aimed at 
providing sound and sustainable microfinance services to the people of Afghanistan.

6

Advocating for the revision of the DMFI regulation

MISFA has been engaged in advocating for the revision of the DMFI regulation with the Central Bank of 
Afghanistan. The revision would make it possible for MFIs in the country to expand their services to include saving 
deposits. Given that the people that MFIs serve are typically the unbanked, the transformation of MFIs into 
regulated, deposit-taking institutions would promote financial inclusion, while encouraging poor Afghans to save 
so they can build assets and have a more secure future.
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FINANCIAL OVERVIEW
MISFA Ltd.  
Overall Financial Summary  
For the 9 years ended 31 March 2012

  01 Apr 2003 to 31 Mar 12
   AFN’000 
INCOME STATEMENT 
Interest & similar income 1,575,623

Operating grants 45,006 

Other income    17,405 

Total operating income 1,638,034 
Administrative & other expenses  (1,212,919)

Operating profit / (loss)   425,115 
Income tax expense on taxable profits (147,593)

Operating profit / (loss) after tax   277,522
Grant income (grants for loan funds or MFI grants) 10,226,186 

Exchange gain / (loss)  39,471 

Grant expenditure (grants to MFIs for operating or equity) (2,954,869)

Provision against loans and advances to MFIs & Banks (1,867,995)

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

 TOTAL COMPREHENSIVE INCOME 5,588,373 

 CASHFLOW 

Inflows:
Total comprehensive income 5,588,373

Share capital  100 

Long-term loans 800,000 

Total inflows 6,388,473 

Outflows:
Net Loans and advances to MFIs & Banks (1,512,163)

Loan note investments in MFIs (50,336)

Investments  -  

Operating fixed assets (14,292)

Working capital (amounts receivable) 125,243

Total outflows (1,451,548)

NET CASHFLOW 4,936,925
Opening cash & bank balances  -  

CLOSING CASH & BANK BALANCES 4,936,925

Source: MISFA audited financial statements covering the period 1 April 2003 to 31 March 2012
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