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On behalf of the Board of Directors, it gives me great pleasure to 
present Karandaaz Pakistan’s annual Directors’ Report for the 
year 2016-17. I see this as an opportunity to reflect on the 
achievements of the past twelve months and draw out lessons for 
the future.   

Karandaaz is a unique organizational structure of its kind and a 
business model that has not yet been tested and established 
elsewhere in developing world. The main objective of the 
organization ,which is  not for profit but is a corporate entity, is to 
reach out micro and small, medium enterprises through an 
integrated approach that brings together  capital, knowledge 
transfer and use of technology by promoting an  enabling 
ecosystem. Despite its formative phase it has come a long way 
since it was founded three years ago. It is now a vibrant 
organization with strong governance systems, a talented team 
commitment to achieving the organization’s vision and mission, a 
diverse partners’ network and credible market presence. 
Investments in institutional strengthening have begun to show 
results in Karandaaz’s performance, as reflected in this year’s 
report.

The challenge of financial inclusion in Pakistan is huge. Only 16 
percent of the population uses formal financial services. This 
proportion is dismal for women, at three percent. Small and 
medium enterprises, which constitute 98 percent of total 
businesses in the country, lack access to appropriate financial 
services, whether for working capital or investment. This inhibits 
their ability to generate jobs and contribute to economic growth. 
Karandaaz is committed to contribute at both levels, and has 
already begun to do so in modest ways. Through its digital 
financial services portfolio, Karandaaz has initiated important 
projects with banks and government departments to improve the 
digital finance eco-system and create benefits for customers. 
These include, for example, digitization projects with National 
Bank of Pakistan and the Central Directorate of National Savings. 
Through its credit and investment arm, Karandaaz is now 
channeling funds to 300 SMEs, with plans to scale this up 
considerably in the coming months. Recognizing that stubborn 
barriers to financial access faced by specific segments, such as 
women and youth, require innovative thinking and 
experimentation, Karandaaz has launched its Innovation 
Challenge Fund. The Fund underwrites the risk of partners to 

enable them to invest in new technologies and new models for 
serving the financially excluded. 

These initial years have been dedicated to building a strong 
institutional foundation. While we will continue to strengthen this 
foundation, Karandaaz is now poised to scale up its operations 
and adopt innovative approaches to financial inclusion. The Board 
and management are committed to expanding our partners’ 
network, growing our investments, and exploring ways for 
sustained flow of funds to SME businesses that would generate 
jobs and reduce income inequalities. This is a difficult challenge 
but we can assure you that the Board and the management team 
would do their utmost to achieve the set goals.

The unwavering commitment of our funders, the UK Department 
for International Development and the Bill and Melinda Gates 
Foundation, has been and will remain a key driver of our success. 
I take this opportunity to thank them. I also congratulate the 
Karandaaz team on such a successful year and encourage them 
think bigger and better for the future.  Finally, I want to thank my 
fellow Board members whose dedication and guidance will 
remain pivotal for Karandaaz’s future development.  

Looking ahead, I believe 2017-18 will be a year of growth for 
Karandaaz. Several projects launched this year will begin to bear 
fruit and we should start seeing their impact on the financial 
inclusion landscape. New initiatives across all work streams are 
being designed through consultations with industry stakeholders 
to ensure their relevance and effectiveness. We will also continue 
improving Karandaaz’s systems and governance to align them 
with best practices and provide a strong, stable base for growth.   

CHAIRMAN’S MESSAGE
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CEO’S MESSAGE

Karandaaz has achieved several significant milestones during the 
last twelve months. Despite being a young organization, it has 
become an integral part of the financial landscape in the country. 
Our distinct identity stems from our mission to increase financial 
inclusion by providing small and medium businesses access to 
finance, and increasing access of financial services to the 
unbanked segments of the population. Our aim is to stimulate 
business growth and generate jobs, and enable an inclusive 
economy, especially for women and youth.

To this end, we have begun several initiatives. A major 
achievement over the last year was the launch of the Pakistan 
Microfinance Investment Company (PMIC), in collaboration with 
the Pakistan Poverty Alleviation Fund and the German 
Development Bank - KfW. We anticipate that the creation of PMIC 
will accelerate access to responsible and sustainable financial 
services for underserved individuals and enterprises, and thereby 
contribute to Karandaaz’s objective of job creation and income 
growth at the base of the pyramid. Our investment towards SMEs 
also multiplied during the year, with Karandaaz now supporting 
about 300 SMEs through partnerships with three financial 
institutions. Karandaaz also closed its first equity investment 
during the year, which has already shown results in terms of 
generating jobs and growth of the company. 

Our digital finance portfolio significantly grew, with the Gates 
Foundation doubling its financial commitment to Karandaaz. This 
has allowed us to launch several exciting initiatives for building a 
low cost National Payments Infrastructure in Pakistan. Karandaaz 
is now also part of several key policymaking forums such as the 
National Financial Inclusion Strategy technical committees and 
the E- Commerce National Advisory Council.

At Karandaaz, we are committed to enriching the knowledge base 
of the financial industry and generating robust evidence that 
enables policymakers, private sector entities as well as funders. 
The highlight of this year was the launch of two studies, one on 
understanding existing informal financing mechanisms in the road 
transport sector, and the other on the uptake of warehouse receipt 
financing in Pakistan. Moreover, Karandaaz continued to emerge 
as an increasingly visible and credible player in the industry. The 
Karandaaz Blog and the company’s presence in social and print 

media continued to expand during the year. An exciting 
development was the launch of our Innovation Challenge Fund as 
a separate work stream this year. The Fund will provide us the 
vehicle for piloting ideas and solutions that address difficult 
challenges in financial inclusion and entrepreneurship in 
Pakistan’s context. The first two rounds, for example, tackled the 
problem of improving products and services for international 
remittances and supporting women entrepreneurship.

As our work has expanded, our team has grown. So has our 
partners’ network. I am delighted that Karandaaz has gathered 
significant momentum in developing partnerships with private and 
public stakeholders who share our mission and goals. We will 
continue to grow this network and strengthen existing 
partnerships. 

To close, I want to extend my gratitude to our funders – the UK’s 
Department for International Development (DFID) and the Bill and 
Melinda Gates Foundation (BMGF) – for not only their generous 
financial support but also the global knowledge and expertise they 
bring to the table. I also thank the  

Karandaaz Board who have helped shape the vision and direction 
of the organization and continue to devote their time, energies and 
wisdom to continuously improve how we work. Finally, but not at 
all the least, let me acknowledge the hard work and enthusiasm of 
the Karandaaz team. Our achievements over the past year have 
truly been a team effort and I hope we continue to strive together 
towards achieving our goal of an inclusive economy and financial 
inclusion for all.     
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WHO WE ARE

KARANDAAZ PAKISTAN, established in 2014 and registered with the Securities and Exchange Commission of Pakistan as a nonprofit, is 
promoting access to finance for small businesses through commercially directed investments and financial inclusion for individuals. 
Karandaaz operates through four programme vehicles:

Karandaaz works with a wide range of market-based institutions across Pakistan to achieve our vision of inclusive economic growth, job 
creation and rising incomes. Our approach seeks to harness the power of markets and the private sector to increase access to finance 
for SMEs and the financially excluded in the country. Generous funding from the UK’s Department for International Development (DFID) 
and the Bill & Melinda Gates Foundation (BMGF) enables us to pursue our goals. 

KARANDAAZ MISSION

Provide and leverage long term financing and business expertise, directly and in partnership with other private and public 
intermediaries, to small growing businesses in Pakistan which have potential for profitable growth and sustainable job creation. 
Karandaaz pays special attention to supporting three key areas: the growth of women employment, youth employability, and 
innovation.

Karandaaz Capital

Invests growth capital in small and medium enterprises (SMEs) with the objective of generating commercial financial returns for 
Karandaaz and supporting broad based employment generation in Pakistan.

Karandaaz Digital

Provides technical assistance and services to promote financial inclusion through technology enabled solutions. Karandaaz Digital is 
working with national regulators, public agencies, private corporations, and technology entrepreneurs to strengthen national payments 
infrastructure, digitizing government to people payments, corporate supply chains, and supporting FinTech innovation in Pakistan.

Knowledge Management and Communication

Develops and disseminates evidence based insights and solutions to inform the core themes of the company, including innovation, 
women entrepreneurship and youth, and to influence the financial ecosystem to promote financial inclusion in Pakistan.
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KARANDAAZ CAPITAL - IN FOCUS

The Karandaaz Capital team develops and structures partnerships with financial entities, such as wholesale lending platforms, funds, 
commercial banks, and DFIs to leverage private investment and credit for micro, small and medium enterprises (MSMEs) in Pakistan. 
We support the development, testing and implementation of commercially viable financial products to demonstrate the viability of 
inclusive finance. In working with commercial entities, we ensure our innovations align with the risk appetite of financial institutions and 
thereby have the potential to reach scale. Our goal here is to achieve greater financial inclusion for enterprises, catalyze business growth, 
stimulate job creation, and improve market responsiveness within financial services providers.  

Currently, Karandaaz Capital operates in three streams:

Credit Business: the credit business of Karandaaz Capital designs innovative and viable credit models for SME finance and provides 
risk capital to premier financial institutions and corporations to test them. A key focus of its structured finance programs is to 
promote term finance for capital investment and greater emphasis on cash-flow based lending. With advances in digitization, the 
credit business also seeks to develop partnerships around FinTech innovations.

Corporate Investment: Karandaaz Capital makes private equity investments in commercial strategic platforms that build financial 
inclusion infrastructure and services for micro, small, and medium size enterprises; and injects growth capital in SMEs with 
potential for growth and broad-based employment creation. 

Pakistan Microfinance Investment Company: Karandaaz has a 37.8 percent stake in the newly created PMIC. PMIC provides credit 
in the form of loans to microfinance banks and microfinance institutions against the quality of their portfolio. 
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KARANDAAZ DIGITAL - IN FOCUS

Pakistan continues to be one of the most exciting digital finance markets in the world. In stark contrast to the country’s political and 
security struggles, the digital finance industry is a source of optimism in both policy and business circles. It is viewed as the best option 
to close the financial inclusion gap in the country given its potential to deliver financial services to the poor profitably at low cost.

Karandaaz Digital is working to catalyze the digital finance ecosystem in partnership with all stakeholders, including regulators, 
policymakers, government departments, businesses, researchers and academia. To ensure inclusiveness we maintain a special focus 
on low-income, rural, and otherwise excluded population segments, especially women. We facilitate digitization of government and other 
payment streams, encourage experimentation with businesses, and provide support to innovative DFS start-ups through four work 
streams: 

National Payment Infrastructure: The National Payment Infrastructure (NPI) work stream focuses on deploying a nationwide 
low-cost payment infrastructure through which micro payments can be made and digitized. 

Innovation and Incubation: In collaboration with commercial service providers, private firms, and FinTech start-ups, Karandaaz 
Digital spurs the development and testing of a range of digital payment innovations that have the prospect of reaching millions of 
new customers who otherwise remain financially excluded. 

Research & Data Analytics: Karandaaz Pakistan conducts research and digital experimentation to assess the pricing and product 
adaptation possibilities among the low-income segments for DFS. Findings are published through blogs, technical manuals, 
reports, and case studies which contribute to a knowledge base for the entire industry.

Policy and Regulation: Karandaaz Digital advocates with policymakers and regulators to develop an enabling environment to foster 
innovation in the digital financial services industry. Karandaaz identifies the critical challenges and regulatory barriers restricting 
digital financial inclusion and conducts research to better inform deliberations around those barriers.
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KNOWLEDGE MANAGEMENT
AND COMMUNICATION - IN FOCUS

Knowledge Management & Communication (KMC) works closely with internal and external stakeholders to develop evidence-based 
insights and solutions in an attempt to influence market change. Karandaaz aims to establish itself as knowledge hub on SME finance 
and digital financial services with national and international visibility and seeks to make analysis-based decisions for its investments. The 
department has a diverse portfolio of activities, including the innovation challenge fund, research, workshops and event management, 
blogs, communications and outreach, newsletters, solicitation and stakeholder engagement (through social media channels) and web 
management. 

An exciting development has been the launch of the Karandaaz Innovation Challenge Fund (ICF). New businesses in Pakistan, and around 
the world, lack capital and are constrained by the inherent risk of trying innovative approaches to overcome complex challenges. 
Challenge funds provide a mechanism to support entities for developing and implementing innovative business models without the 
financial burden of potential failure. Given that innovation is a central tenant of Karandaaz’s work, KMC launched its ICF to spur new 
thinking and test fresh approaches in financial inclusion and entrepreneurship. Through challenge rounds designed around a specific 
problem, Karandaaz invites the private sector to propose innovative yet practicable and commercially viable solutions. These are 
supported through matching grants and/or patient capital. The ICF especially focuses on hard to solve problems in Pakistan’s context, 
such as growth of women-led businesses, youth’s participation in the economy, formalizing international remittances, and access to 
finance for SMEs.    

KMC also manages the Karandaaz Blog (www.karandaaz.com.pk/blog/) and arranges public and stakeholder engagement events. 
Karandaaz website also serves as a resource platform for the industry and is managed by KMC besides publications, social media, print 
and electronic media engagement and public relations activities, and quarterly newsletters. 
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The year 2016-17 has been an exciting one at Karandaaz Pakistan. Being the second full year of operation, it was a significant period in 
terms of organizational development as well as our programmatic portfolio.  The Karandaaz Board of Directors is pleased to present this 
year’s Directors’ Report which provides a summary of the company’s achievements over the last year. The report is organized to provide 
details of progress under the three work streams at Karandaaz i.e. Karandaaz Capital, Karandaaz Digital and Knowledge Management and 
Communications (KMC). The report concludes with providing an overview of the future outlook for the company. It also includes the 
annual audited financial statements for the year ended 30th June 2017. 

Overall, Karandaaz has spent about PKR 5.1 billion till 30th June 2017 towards advancing financial inclusion. This includes a PKR 2.2 
billion investment in the Pakistan Microfinance Investment Company (PMIC), PKR 2.2 billion of total outstanding SME credit portfolio 
funded by Karandaaz and its partner financial institutions, and PKR 0.36 billion in grants for innovation under the Innovation Challenge 
Fund and PKR 0.22 billion for digital financial inclusion. This combined investment has yielded development results in terms of 
generating jobs, increasing revenues of SMEs, stimulating innovation and expanding access to formal finance for the previously 
excluded.   

THE YEAR IN REVIEW: 2016-17

HIGHLIGHTS
2016-17

93,000
UNBANKED
FARMERS
REACHED
THROUGH
DIGITAL
FINANCE

ADDITIONAL
REVENUE
OF PKR 1.2
BILLION
FOR SMEs

INVESTMENT
INTO
7 FINTECHS

NEARLY 1,000
JOBS ADDED

300 + SMEs
SUPPORTED

PKR 5.1
BILLION SPENT
FOR
PROMOTING
FINANCIAL
INCLUSION
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Karandaaz Capital expanded its footprint significantly during the year across all three areas of work.

        Credit Business
A key objective of the program is to develop and demonstrate effective credit models to lend to SMEs and leverage private and public 
financing (local and international) for small and mid-size businesses. Lending is targeted to selected clusters/value chains based on a 
rigorous analysis of local and global experiences and data. 

Karandaaz Capital is currently working with three financial 
institutions, seven corporate partners, and over 300 SMEs. Till 
30th June 2017, aggregate disbursement stood at PKR 3,368.76 
million and the outstanding portfolio stood at PKR 2,179.2 million, 
through the following programs:

Partnership with Meezan Bank Limited:
Under the Corporate Vendor and Distributor Program with Meezan 
Bank Limited (MBL), Karandaaz signed tripartite agreements with 
Engro Fertilizers, Atlas Honda, Pak Suzuki, Unilever Pakistan, Al 
Ghazi Tractors, Millat Tractors, and Nestle to provide financing to 
their supply chain partners. These corporates identify vendors and 
distributors with growth potential and provide visibility on their 
revenues and cash flows. Selected vendors and 
distributors/dealers are provided financing with a leverage factor 
of 4x and assignment of receivables from apex corporates. 

A technical assistance grant of USD 300,000 was also provided to 
MBL by the International Finance Corporation (IFC) to strengthen 
the capacity and design of the program and demonstrate 
commercially viable credit models for growing SMEs.

This year, Karandaaz Capital modified its approach to also include 
customized corporate product programs, such as distributor 
finance. This resulted in the roll out of a urea dealer financing 
program with Engro Fertilizer which helps meet the working capital 
requirements of fertilizer dealers. In the first phase of this program, 
74 dealers were provided a total financing of PKR 984 million 
whereas in the second phase, 33 existing and 25 new dealers are 
availing this facility with total financing of PKR 717.5 million. 

Partnership with Orix Leasing: 
With ORIX Leasing, 44 SMEs in transport, engineering, plastics 
and allied, and other sectors began availing equipment and 
commercial vehicle leases. 

Partnership with Bank Alfalah Limited: 
Bank Alfalah Limited signed a Risk Participation Agreement with 
Karandaaz through which SMEs are being financed on a leverage factor of 3x in five product programs. These programs include supply 
chain finance, fleet finance, dairy supply chain finance, merchant finance, and telco franchisee finance. Till June 30, 2017, PKR 888 
million has been deployed to 144 SMEs.

KARANDAAZ CAPITAL

Meezan Bank ORIX Leasing Bank Alfalah

Total SME Credit Portfolio (PKR in Mn)

Aggregate Disbursements Portfolio Outstanding

Meezan Bank

184

112 112

72

Bank Alfalah

258

144 144

42

ORIX Leasing

48 44 44

0

SMEs Financed under Credit Portfolio

Total Unique SMEs FinancedTotal Unique SMEs Financed
New SMEsCurrent SMEs

Additional Revenue After
Investment (PKR in Mn)

220

565

191 219

Total Jobs Added

12 36

886

25

Estimated Development Impact
April 2016 to June 2017

MBL Engro Dealer ProgramMBL Supply Chain Program
BAFL CreditORIX Credit

2,057.39

996.08

422.88 313.33

888.49 888.49
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        Corporate Investment
Through this instrument, Karandaaz is able to take a stake in SMEs that require equity and expert business advice. Long-term risk capital 
is, for the most part, not available for small or mid-size enterprises in Pakistan outside family investments and retained earnings. The lack 
of financial sponsors with the ability to make equity investments and provide experienced sponsor support is a critical constraint on the 
growth of SMEs in Pakistan and limits the overall growth, productivity, and employment capacity of the economy. On the demand side, 
most of the family owned private firms have limited appetite to dilute equity and include “outsiders” in the decision-making process.  But 
this is partly because of the absence of institutional impact investors who primarily seek the growth of these firms.  Making equity 
investments and realizing value is significantly riskier than providing credit and requires a level of governance systems, shareholder 
alignment, business growth potential, and exit arrangements that can only be through partnering with formal sector businesses with a 
competitive market position, led by relatively sophisticated sponsors. Having said that, Karandaaz is cognizant of its role in creating 
access to finance where it does not exist and hence opportunistically investing in relatively risker earlier stage companies

Since inception, Karandaaz has reviewed 37 companies for investments and closed one deal (with Techlogix, an IT consulting and 
business solutions company), whereby a quasi-equity investment worth USD 1.5 million has been made in the company. The investment 
has already led to the creation of 35 new jobs. 

        Pakistan Microfinance Investment Company
The Pakistan Microfinance Investment Company (PMIC) transaction was completed during the reporting period whereby Karandaaz 
deployed USD 15 million in PMIC for a 37.8 percent shareholding. The other shareholders are the Pakistan Poverty Alleviation Fund (49 
percent) and KfW (13.2 percent).  PMIC provides credit lines to microfinance providers against the quality of their portfolio. Its mandate 
is to a) provide sustainable funding to microfinance banks and non-bank microfinance institutions, b) provide technical assistance, 
financial and investment services to microfinance providers, and c) make equity-linked investments in retail microfinance institutions 
(MFIs). Up till June 30, 2017, PMIC had disbursed PKR 4,159 million to its borrowers i.e. microfinance banks (MFBs) and non-bank 
microfinance providers (NBMFIs). Out of this, PKR 3,648 million had been further disbursed to clients. The total number of clients served 
by PMIC at the end of the reporting period was 92,564. 

Karandaaz Pakistan promotes inclusive economic growth, job creation, and 
improved incomes through greater financial inclusion of Pakistanis



During the reporting period, the Karandaaz Digital initiated major engagements with a wide range of stakeholders in the financial services 
ecosystem. Stakeholders engaged include government entities, regulators, mobile financial services providers, commercial banks, 
research institutions as well as financial technology focused start-ups. The team also focused on building Karandaaz’s value proposition 
for the market by creating actionable knowledge for digital finance service providers, regulators and start-ups operating in the digital 
finance services (DFS) space; building a community of DFS practitioners with Karandaaz at its center through workshops and courses, 
and engaging with regulators and other stakeholder government institutions on multiple fronts to sensitize them and move them towards 
digitization. Simultaneously the focus was also on building a multi-skilled high performance DFS unit with backgrounds ranging from 
banking, mobile money, gender, public sector, and social development.

Over the course of the year the DFS engagement model and partner selection strategy has evolved through learnings from collaborations 
with the government and private entities. The Karandaaz Digital unit has developed a multi-stage process that outlines guidelines for 
partnerships and comprehensive documentation requirements tailored to whether the collaboration is with government agencies, private 
entities, or with a start- up firm. Having a clear engagement model has helped the team streamline its internal processes, as well as 
ensure transparency and visibility in the partner selection process. During the reporting year, Karandaaz Digital formalized a total of 17 
engagements with various partners ranging from government entities, private banks, DFS providers, and research and consulting 
partners to carry out its work plan activities for the advancement of financial inclusion.

During the reporting period Karandaaz also made considerable headway in maturing its relationship with State Bank of Pakistan (SBP) 
for setting up a low cost payment system, termed as Micro Payments Gateway (MPG) based on Level One principles. The MPG will be 
created as a public utility focused on low value, high volume payments paving the way for more robust commercial efforts to serve the 
poor and thereby help to create an economy that benefits everyone. This will also lower the cost of participating in the financial system, 
increase financial inclusion and develop modern and robust payment systems as per Strategic Goals 4 and 5 of the SBP Vision 2020 . 
Karandaaz Digital is currently in the process of finalizing its support to SBP for implementing the Level One Project and a signing of the 
agreement to extend the necessary support is expected in the next quarter. 

KARANDAAZ DIGITAL
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R-L: Ali Sarfraz, CEO; Rehan Akhtar, Director DFS; Khurram Zafar, Board Director of Karandaaz seen with
FinTech Disrupt Challenge’s winning team CreditFix



___________________________________________________________
1 http://www.sbp.org.pk/spd/Strategic.pdf      http://www.leveloneproject.com

During the reporting period the Karandaaz Digital team concluded a number of important initiatives including:
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A mobile money agent completing a transaction

Karandaaz Digital also launched a first of its kind FinTech Disrupt Challenge fund in Pakistan to support the development of the start-up 
and FinTech ecosystem and foster private sector innovation for accelerating financial inclusion. The first round was held at the Lahore 
University of Management Sciences (LUMS) in collaboration with the LUMS Centre for Entrepreneurship in Lahore in November 2016. 
Three start-ups emerged as winners (Ricult Pakistan, Paysys Labs, and Publishex Solutions) of the challenge and have initiated 
development of their products and services. Based on the learning from the first round a second challenge round was held in Institute of 
Business Administration’s (IBA) Centre for Entrepreneurial Development in May 2017 in Karachi. A total of four winners (CreditFix, 
Unikrew Solutions, Invoice Wakalah and Agrigate) were announced and the team is working closely with the winners from both rounds 
to extend technical and market knowledge and monitor progress against intended impact. 

Karandaaz also engaged key stakeholders via focused workshops and events on digital financial services to create a community of 
informed practitioners for the development of the DFS ecosystem and acceleration of financial inclusion in the country. During the 
reporting period a total of 8 workshops and events were conducted. Other key ongoing engagements included technical assistance to 
the Punjab Agriculture Department, National Bank of Pakistan (NBP), Central Directorate of National Savings (CDNS), Value Chain 
Digitization with Bank Alfalah, App development for low-literacy populations with JazzCash and others.

introduction of Human Centered Design (HCD) approaches 
to mobile financial service providers and the wider industry 
through the User Interface (UI)/User Experience (UX) 
Research Study focused on low-literacy populations;

a person-to-government (P2G) landscaping research study 

that consolidated global evidence on digitization of P2G 
payments, explored barriers to adoption, and suggested a 
way forward for P2G digitization initiatives in Pakistan; and

a strategy for digital banking to identify global and regional 
best practices for application in Pakistan.



Knowledge Management & Communication (KMC) has been working closely with internal and external stakeholders to develop 
evidence-based insights and solutions in an attempt to influence market change. 

The KMC department has conducted several research studies related to both the digital and the capital work streams. On the SME side, 
studies have been conducted on the knowledge needs for promoting microenterprise lending, warehouse receipt financing, 
non-performing loans, and profiling of the trucking and logistics sector and informal finance within the sector. These studies are being 
used by Karandaaz Capital and its stakeholders in the financial sector to increase their understanding of certain sectors (trucking and fleet 
financing and agriculture warehousing as collateral) and helping them design better products and compete with prevalent informal 
practices. For the former, research has been conducted on global landscape on P2G, Agent Network Accelerator Survey among others.  

In line with its commitment to innovation and tackling stubborn barriers to financial inclusion in Pakistan, Karandaaz designed and 
launched an Innovation Challenge Fund (ICF) in September 2016. The first round of ICF focused on improving the international remittance 
products and services in Pakistan. Three agreements worth approximately PKR 148 million were signed with the winners, which include 
Telenor (Telenor Microfinance Bank), Samba Bank (with consortium partner Global Financial Systems) and Bank Alfalah Limited 
(consortium partner Paysys Labs).  

The second round of the ICF was launched in May 2017, which centered on supporting women entrepreneurship. Karandaaz issued a 
call for incubators and accelerators to propose innovative programs that address the specific challenges faced by women entrepreneurs. 
Winners of this challenge round will receive support from Karandaaz to run women-specific program. The graduating cohorts of 
entrepreneurs will then compete for grant (for new businesses) or equity (for established businesses) funding from Karandaaz.   

The ICF program has been designed to create focus on specific problems in financial inclusion and priorities of the company. Each 
thematic round is a complex independent project that addresses a new set of challenges, stakeholders and applicants and operates in a 
different ecosystem. By leveraging the KMC activities, the ICF is now well-known and has become synonymous with innovation and 
economic development.

KMC also manages the Karandaaz Blog (www.karandaaz.com.pk/blog/) which has published 43 blogs overall, of which 16 were 
published in the year under review. Eight events, including workshops and signing ceremonies, with various sector stakeholders 
including financial institutions and government departments were held during the year 2016-17. 

KNOWLEDGE MANAGEMENT AND COMMUNICATION
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Gender has been identified as a priority area for Karandaaz given the high disparity in access and usage of digital financial service by 
women. Karandaaz digital is committed to integrating the concept of women empowerment in all DFS interventions. As we see it, bridging 
the digital gender divide is a matter of attitudinal and behavioral change which is at the intersection of the agency, relation and structure 
framework (see figure).

Karandaaz is defining women empowerment in the digital financial sphere as: ‘‘…increased access, and active use of digital financial 
product(s) and service(s) which create value for women, to improve their lives.” In line with this prioritization, Karandaaz digital is putting 
together a comprehensive strategy to guide the design and implementation of all interventions and ensure a focus on inclusion of women. 
To achieve these objectives the program will work through the following realms; 

enabling ecosystem (infrastructure) for a conducive environment for women through interconnectivity and alternate delivery 
channels; 

creating value for women by developing women centric digital products and processes, either through improvements in existing 
product portfolios and/or process reengineering for a wider outreach; 

Women-centric research for meaningful industry engagement aided by pilot projects and generation of use cases. 

Karandaaz has initiated an important discussion to sensitize 
the financial services industry about the importance of 
designing products and services keeping in view the 
preferences and specific needs of women leading to 
an enhanced access to financial products for them. 
Practitioners from Women’s World Banking 
(WWB) were invited to speak to industry 
stakeholders about financial products that 
work for women based on global best 
practices and experience. Karandaaz 
Digital is taking this engagement 
forward by facilitating the WWB team 
to conduct in-country research on 
designing products and services 
aimed at promoting digital financial 
inclusion of women in the Pakistani 
context. WWB team has shared an 
initial hypothesis to increase –wallet 
adoption among female customer and 
concluded client research and behavior 
mapping exercise. The team is expected to 
finalize the pilot design with Jazzcash to 
develop insights on the preferences and needs 
of women for financial products. 

Similarly Karandaaz Digital’s engagement with CDNS 
is a unique opportunity to provide access of digital 
channels to approximately 7 million customer base of 
CDNS, 50% of which are women. Most of its products are 
designed for low-income segments of the society including widows, senior citizens, and pensioners. Karandaaz Digital will continue to 
work in the area of gender by focusing on it as a key priority and a cross cutting theme in all engagements.

SPOTLIGHT ON GENDER at KARANDAAZ
Accelerating Women’s Financial Inclusion
through Digital Finance
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Karandaaz Pakistan has a well-defined corporate governance structure that ensures that Karandaaz Pakistan’s activities are in 
compliance with the principle of ethical business, applicable SECP regulations, donor requirements, and also helps in making certain that 
the mission of the company is achieved. All Karandaaz board members are independent, except for the CEO who is an Executive Director. 
During the year, a total of four board meetings and one AGM were held in accordance with the Articles of Association. During the year, 
Human Resources and Remuneration Committee (HR&R) was constituted and TORs of the same were approved. Currently, Karandaaz 
has two board committees – HR&R Committee and Audit Committee. To further strengthen the capacity of advisory committees, two 
additional members were added to the Karandaaz Investment Committee. These include Mr. Shehzad Naqvi (for credit) and Mr. Azmat 
Nawaz (for equity). Similarly, the terms of reference of the Investment Committee and Digital Advisory committee have also been revised 
and approved by the board. 

During the year, one HR&R Committee meeting, five Investment Committee meetings, three Digital Advisory Committee meetings, and 
four Audit Committee meetings were conducted. Recommendations from these committees were brought to the board for their approval. 
To enrich the capacity of existing board and enable effective involvement in the board’s committees, Karandaaz Board approved the 
addition of two new board members who will be finalized and added in the next financial year. Karandaaz board also adopted a board 
charter which is in line with best corporate governance standards as approved by IFC. The charter was developed also keeping in view 
the Karandaaz Memorandum and Articles of Association as well as SECP code of corporate governance.

In addition to the board charter, IFC is in process of conducting a complete corporate governance review of Karandaaz. The 
recommendations of the review will be brought to the board in the first quarter of next year and an action plan will be created for the 
implementation of the approved recommendations in FY18. This will further strengthen the governance arrangements at Karandaaz 
leading to achievement of the Karandaaz mission and vision while following international best practices on governance standards. 

CORPORATE GOVERNANCE

Karandaaz Board of
Directors

Dr. Ishrat Husain
(Chairman)

Mr. Shamim Ahmad Khan

Ms. Sadia Khan

Ms. Romana Abdullah

Mr. Khurram Zafar

Mr. Ali Sarfraz Hussain
(CEO & Executive Director)

4 4

4 3

4 3

4 4

4 4

4 4

Total number of BOD
Meetings held

Total number of Meetings
attended
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At Karandaaz, we believe that our people are our biggest asset and that every person on the team is important for the achievement of our 
mission. Envisioned to be a lean organization, Karandaaz is a small but highly diverse team from varied backgrounds. We believe that our 
diversity is our strength and enables us to innovate and encourages creativity. Karandaaz also actively strives to achieve gender balance 
at all levels of the organization (see Figure).

We also believe that our internal culture should be a reflection of our vision and each person in the Karandaaz team is committed to the 
inclusive growth impact we collectively aim to create. The board and management of Karandaaz strive to live by the values of Innovation, 
respect, integrity, accountability and transparency. We believe in open communication and knowledge sharing so that our people have 
the information they require to make decisions. 

We strive to attract, retain and develop a workforce that delivers their best. Human resource is a strategic asset to Karandaaz Board who 
realize it as a partner in achievement of program goals. During the year Karandaaz team has grown by addition of 25 new staff members. 
As the pace of program activity increased, accomplished professionals who share our belief have joined us in our journey. At Karandaaz, 
we also believe that our employees need to be challenged every day to bring out their best capability. Accordingly, we set high 
expectations to build capacity of our staff at all levels. We also believe in a performance-driven culture which has led us to develop a 
robust performance management system and a mechanism for awarding high performers. 

HUMAN RESOURCES

Percentage of
Women BoD 
Members

40%

40%

21%

29% Percentage
of Women
Employees 

Percentage of
Women out of Total
Promotions in 2016

Senior Management
Positions held 

by Women 
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GENDER BALANCE AT KARANDAAZ PAKISTAN



FUTURE OUTLOOK

Karandaaz is a unique organization, set up to be a pathfinder in 
accelerating financial inclusion for individuals as well as 
businesses in Pakistan. The first three years of the organization’s 
life have been invested in building a solid governance and 
management base as well as defining its programme strategy. 
Much has been achieved but with our dynamic and 
responsive-to-markets approach, we expect to continuously 
evolve to stay relevant and add value to the wider industry. 

There have been significant challenges in moving forward. The 
larger macroeconomic and business environment poses 
particular difficulties in identifying and making appropriate equity 
investments. The organization has had to operate on a steep 
learning curve in order to begin deploying its funds. Most SMEs 
remain reluctant to engage with formal financial institutions. Major 
tax reform is critical ultimately to upgrading accounting and 
governance standards and getting SMEs into the formal credit 
system. Government and regulatory support is crucial in 
encouraging development of non-banking channels for small 
business finance (licenses for small business finance companies 
that can mobilize deposits, incentives to promote leasing and 
other small business finance platforms. Another challenge has 
been on the access to finance for women side. It proved difficult 
to find appropriate partners to develop and roll out a customized 
programme for women-led businesses through the banking 
sector. Hence Karandaaz changed its strategy and decided to 
engage with business incubators and accelerators to identify 
women-led businesses and invest in them. 

In the coming year, Karandaaz will significantly upscale its 
operations. We foresee at least a doubling of our SME credit 
portfolio and reaching nearly 600 SMEs through our partner 
financial institutions. Similarly, we hope to expand our equity 

investments and lock-in three to four new deals. Already a 
pipeline for potential investments has been identified and we will 
continue to scout the market for SMEs where our capital and 
expertise can create growth and generate jobs. Various large 
scale projects under our digital finance work stream will reach 
full-scale implementation over the coming months. These include 
the partnership with Central Directorate of National Savings 
whereby their customers will get access to alternate delivery 
channels, the project with National Bank of Pakistan for digitizing 
government receipts and payments, and potentially an initiative to 
create a low-cost micro-payments gateway in the country. We 
will continue to support innovation and experimentation across 
our portfolio. More specifically, our Innovation Fund and FinTech 
Disrupt Challenge Rounds will identify and target the best ideas 
with potential to reach unbanked and excluded segments. One 
priority for us will be the inclusion of women across our 
interventions, whether in terms of new jobs created, digital 
finance products and services supported or businesses enabled 
through our investments. Cutting across our work will be our 
commitment to generate robust and credible research and data. 
Our knowledge management work will support not only 
Karandaaz in better achieving its objectives, but also provide 
evidence and information for the larger industry players.     

Finally, Karandaaz will continue to strengthen its corporate 
governance and management and financial systems. As 
custodians of public funds, we are committed to working 
transparently and achieving value for money. Already in the 
pipeline are strategies for our monitoring and evaluation function 
and value for money. These will be operationalized in the coming 
year. These investments will be key for Karandaaz to achieve its 
growth targets and achieve its goal of an inclusive tomorrow. 
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