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In this issue CEO’s Message

Karandaaz conducted a flagship event in this quarter; the 
Pakistan Innovative Finance Forum jointly with the Asian 

Development Bank Institute (ADBI) and Asian Development 
Bank (ADB) Pakistan. The forum highlighted the necessity for 

innovative financing for SME and infrastructure and the 
innovative models that can be adopted in Pakistan’s context. The 

forum was attended by various dignitaries including Queen Maxima of 
the Netherlands, UN Secretary General’s Special Advocate for Inclusive Finance for 
Development; Mr. Hammad Azhar, Federal Minister for Economic Affairs; Mr. Hafeez 
Sheikh, Special Advisor to PM on Finance and Revenue; Mr. Asad Umar, Federal 
Minister for Planning, Development and Reforms; and Mr. Raza Baqir, Governor of 
State Bank of Pakistan. The 2-day forum also had important international delegates 
including Dean Naoyuki Yoshino, Dean of ADBI; Ms. Ingrid van Wees, Vice-President of 

ADB; and Satoshi Kuwahara, President of Credit Risk Database (CRD) Association, Japan. A highlight of the conference was the signing 
of an agreement between Karandaaz and State Bank of Pakistan to partner for implementation of Micropayment Gateway. This gateway 
will be a game changer for micropayment interoperability and help Pakistan achieve the targets set in the National Financial Inclusion 
Strategy. For its smooth execution, a mobilization phase contract has been awarded to CMA, a reputable international RTGS system 
provider. A kick off workshop with all stakeholders has already been held in this quarter.

I am also pleased to announce that three organisations; Techlets, Oraan and NRSP Microfinance Bank were also finalized to receive 
financing from Karandaaz under the Financial Inclusion for Women Challenge Round.. The three partners will pilot their innovative ideas 
for triggering financial inclusion of the women which can increase their access to appropriate financial services. 

On the Capital side, the size of outstanding SME financing leveraged via Karandaaz increased to PKR 12.4 billion and the team continues 
to evaluate new equity deals and explore potential partnerships with additional financial institutions. By the end of the quarter, 
Karandaaz has provided financing to more than 1,300 Small and Medium Enterprises and resultantly supported more than 41,000 jobs. 
We signed an agreement with a consortium of Bank Alfalah Limited and DigiServ for developing an innovative, cash-flow based, credit 
scoring model for small and medium enterprises, under the third round of Innovation Challenge Fund. This model will help demonstrate 
creditworthiness of SMEs to formal financial sector which has been a lingering issue stunting the overall growth of the sector.  

During this quarter, Karandaaz also initiated an evaluation of its intervention for the digitization of Punjab Agriculture Department’s 
Kissan Loan Programme and two case studies focusing on challenges and learnings of women entrepreneurs were also commissioned.  
Lastly, I would like to recommend you to visit our website and scroll through our research and data portal. We have also changed our 
layout to make the experience more interactive.

Ali Sarfraz
CEO, Karandaaz Pakistan

The 2-Day Pakistan Innovative Finance Forum, jointly hosted by Karandaaz Pakistan, Asian Development Bank Institute and
the Resident Mission of Asian Development Bank was attended by a wide spectrum of stakeholders.
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Karandaaz Pakistan, in 
partnership with The ADB 
Institute (ADBI) and the 
Resident Mission of Asian 
Development Bank (ADB), 
organized the Pakistan 
Innovative Finance Forum in 
Islamabad. The two-day 
event aimed to share 
knowledge and pool 
innovative ideas for 
promoting private 
sector-driven infrastructure 
financing in Pakistan, and 
identifying ways to enhance 
financing access among 
Pakistan’s SMEs. 

Some of the desired outcomes of the event included but are not limited to increased public- and private-sector dialogue on 
infrastructure and SME finance, creation of innovative financing solutions, and education on global best practices. The two days of 
the event explored innovative ways of leveraging private funds for investment in infrastructure and SMEs, case studies of credit 
enhancement structures for infrastructure projects and innovative financing for SMEs, and public-private partnership 
development within the sectors. 

Karandaaz and Asian Development Bank Institute co-organize Pakistan Innovative Finance Forum

        Pakistan Innovative Finance Forum, a partnership of Karandaaz, Asian Development Bank Institute and Asia Development 
Bank, is a unique platform to reflect on the ecosystem of financing for sustainable development and growth. Infrastructure and 
SME development lie at the nexus of economic growth, productive investment, job creation, and poverty reduction.  To enable 
these sectors to grow, access to financing is vital but it can be only leveraged provided the legal, regulatory and institutional 
frameworks are supportive of nurturing a strong eco system that offers confidence to investors and generates jobs.

Dr. Shamshad Akhtar, Chairperson Karandaaz Pakistan and Former Governor State Bank of Pakistan, said,

     We need platforms like the Pakistan Innovative Finance Forum to take forward the conversation on our national 
development challenges and find solutions that are in line with global learnings, practices and standards.  I congratulate 
Karandaaz and ABDI for organizing this event and bringing together experts and specialists in the infrastructure and SME 
space. I am confident that the event will not only help us learn about some of the most pertinent examples from across the 
region, but will also promote cross-industry and multi stakeholder collaboration to help achieve our national development 
goals.

Speaking about the conference, Mr Hammad Azhar, Federal Minister for Economic Affairs said, 
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  Governments developing Asia struggle to maintain the rate of investment necessary to meet present and future 
infrastructure needs, creating an infrastructure gap, which impedes growth. “Spillover” tax revenue, linked to the development 
effects of infrastructure growth, could be used by governments of developing economies, such as Pakistan, to raise rates of 
return needed to encourage private investment in new projects. SMEs' too should be an engine of growth for developing 
economies. A credible and accessible credit database of SMEs would go a long way in enabling financial institutions to properly 
assess risk and lend more to SMEs.

Speaking about the significance of Innovative financing Dean Naoyuki Yoshino of ADBI, said,

KARANDAAZ NEWS BITES
October – December : 2019

ISSUE 17

         Pakistan’s small and medium enterprises (SMEs), despite being a major contributor to the economy and society, suffer from 
low access to credit against a sobering trend of low overall private sector credit. A contributing factor for this limited access to 
credit is the focus of banks on relationship lending without introducing tailored products suited to the needs of SMEs. 
Furthermore, the requirement for adequate collateral, information asymmetry between banks and SMEs, and lack of 
documentation and poor cash flow management on the SMEs part combine to make financing more difficult. I hope that through 
this conference we find innovative solutions that address these challenges.

Speaking about the significance of SME financing Mr Syed Shabbar Zaidi, Chairman FBR said,

       We know that Pakistan’s population is likely to grow by 75 million in the next 15 years so we’re conscious that Pakistan 
businesses need to grow and create many more jobs for its youth. I’m proud of the work that we are doing to create more jobs by 
investing in innovative and impactful businesses.

Ms. Annabel Gerry, Head of DFID Pakistan said, 

          Enhancing Access of Pakistan's SME's to formal financing has been high on our agenda since our inception. The Pakistan 
Innovative Finance Forum has offered us the opportunity to have insightful discussions and hear about some of the cutting edge 
initiatives being undertaken in other countries to support their SMEs. Given the response we have received, and the stakeholders 
that have participated, I am very encouraged that the Forum will help take forward the very important subject of improving 
access to finance among Pakistan's SMEs and direct more financing towards infrastructure development.ded. 

Ali Sarfraz, CEO Karandaaz said,

The event also featured panel discussions on financing mechanisms, PPP models for innovative financing, challenges and 
opportunities of private sector investment, and key legal and regulatory roadblocks to attracting private sector investments in 
Pakistan.
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Queen Maxima, Minister Hammad Azhar, and State Bank Governor Raza Baqir witness as Karandaaz
and SBP Ink an Agreement for Micropayment Gateway

        In Pakistan, around 50% of the adult population, mostly women, lack access to formal financial services. Most households 
resort to risky, inefficient, and expensive informal channels to fulfill their financial needs. Immediate clearance of transactions 
will keep the system-cost low and providers would contribute data to a shared service, ensuring all users and transactions are 
legitimate and risk free. Millions of people in Pakistan are not included in the formal economy and thus miss out on the many 
advantages of formal financial systems. With a high mobile phone penetration, Pakistan is well positioned to expand and 
accelerate digital financial systems and this micropayment gateway will go a long way in spurring financial inclusion in the 
country.

Speaking at the occasion, Dr. Shamshad Akhtar, Chairperson Karandaaz said,

       Karandaaz aims to catalyse the financial services industry towards greater financial inclusion by employing cutting-edge 
innovations and digital solutions for social impact. We collaborate across the financial services ecosystem to maximize impact 
through improved access to digital finance for low income, rural, and otherwise excluded population segments and this 
micropayment gateway will help us impact the financial inclusion paradigm in a significant and meaningful manner.

Speaking at the occasion, Ali Sarfraz, CEO Karandaaz said,

         It is encouraging that State Bank of Pakistan is committed to set up the micro-payment platform and that all providers and 
government entities will be required to join in 2020. The next steps in designing the appropriate governance structure, scheme 
rules, initial use cases, and pricing will be critical for the platforms to succeed and to have impact. I encourage you all to engage 
with industry Working Group led by the State Bank and also to discuss and provide your inputs on the design.

Queen Maxima visiting Pakistan in her capacity as the UN Secretary-General's Special Advocate for Inclusive Finance for Development
(UNSGSA) said, 

On the second day of the 2-day Pakistan Innovative Finance 
Forum, State Bank of Pakistan (SBP) and Karandaaz signed an 
agreement to partner for the implementation of Micropayment 
Gateway, a part of the National Financial Inclusion Strategy. The 
agreement was signed by Ali Sarfraz, CEO Karandaaz and Syed 
Sohail Javvad, Head of Payment Systems Department, SBP. The 
signing was witnessed by Queen Maxima of Netherlands currently 
visiting Pakistan; Mr. Hammad Azhar, Minister for Economic 
Affairs Division; Dr. Reza Baqir, Governor SBP; Dr. Shamshad 
Akhtar, Chairperson Karandaaz; Syed Ali Mahmood, Program 
Officer, Global Development, Financial Services for the Poor, Bill & 
Melinda Gates Foundation; Mr. Richard Crowder, Acting British 
Commissioner in Pakistan and Mr. Jamil Ahmed, Deputy Governor 
SBP. Through this agreement, Karandaaz with funding from BMGF 
will support SBP to put in place this gateway, a digital payment 
platform based on modern technology making real time 
interoperability of smaller digital transfers possible. 
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         DigiServ is striving to unleash the entrepreneurial potential of small businesses in Pakistan by enabling financial access to 
them through alternative credit scoring techniques. This partnership with Karandaaz and Bank Alfalah will help us design, test 
and scale solutions that demonstrate the possibilities offered by data and technology for the financial sector and generate both 
economic and social impact.

Dr Asim I Khwaja, Professor at Harvard Kennedy School & Director of the Centre for International Development at Harvard said,

Karandaaz Pakistan, under its third round of Innovation 
Challenge Fund (ICF), has signed an agreement with a 
consortium of Bank Alfalah Limited and DigiServ, for 
developing an innovative, cash-flow based, credit scoring 
model for small and medium enterprises (SMEs). During 
this challenge, Karandaaz had invited ideas from entities 
interested in developing and testing innovative credit 
scoring models for SME lending in the country. Bank 
Alfalah is the fifth largest private bank in Pakistan with a 
network of 630+ branches. The Bank has been 
endeavouring to transform the landscape of banking in 
Pakistan by riding the waves of global digital trends. By 
introducing a wide array of technologically advanced 
features, the Bank is determined to provide its customers 
the new way forward. Bank Alfalah’s consortium partner, 
DigiServ, is a communication technology provider with a 
dynamic integration of people, skills, and services. Bank 
Alfalah and DigiServ will use this support from Karandaaz to design and test an innovative method of calculating credit scores for SME 
obligors looking to avail credit from the bank.

Currently, banks generally use collateral to cover their credit risk of lending to SMEs. Although SMEs accounts for 30 percent of GDP, 
generate 78 percent of non-agri employment, and contribute 25 percent of manufactured goods exports, their ability to access finance 
suffers due to onerous credit assessment requirements of banks.  As a result, SMEs continue to rely on their own resources or informal 
financial sources to meet their financing needs. The initiative emerging from the collaboration between Karandaaz in partnership with 
Bank Alfalah and DigiServ will disrupt the status quo for assessing credit needs and risks of SMEs and help lead the industry to break 
away from the conventional and un-scalable models.

        We are confident that the funding from Karandaaz for this consortium of Bank Alfalah and DigiServ will help the bank 
pursue the agenda of disruption and innovation in financial sector and develop a model of innovative credit scoring that favours 
SME lending. Through this Challenge Fund, Karandaaz has motivated innovators to look beyond the obvious and come up with 
credit scoring ideas that suit small and medium sized entrepreneurs. Small and medium sized businesses must be provided an 
environment where access to finance through formal channels is easy for them so that they grow, create more jobs, and benefit 
the overall economy.

Ali Sarfraz, CEO Karandaaz Pakistan said,

       Bank Alfalah Limited is a dominant player in the Commercial & SME financing space, providing innovative solutions & 
supporting particularly the small borrowers with non-financial advisory services to help them scale up. We are grateful to 
Karandaaz Pakistan and their main sponsor, UK’s Department for International Development (DFID), for driving the financial 
industry towards innovation and technology based innovative credit scoring models that will benefit the SME sector in the 
country. We are pleased to announce this initiative as we firmly believe that the way forward is strengthening our SMEs and be 
able to provide greater access of banking facilities to them. A credit assessment scorecard going beyond the conventional 
methods of credit risk assessment should be an important catalyst in expanding our outreach to this very important sector of 
the country. Ultimately the aim is to make the credit assessment process more efficient and customized on the back of 
digitization & analytics.

Mehreen Ahmed, Group Head Bank Alfalah said,

Karandaaz Joins Hands with Bank Alfalah and DigiServ to develop an Innovative Credit Scoring Model for SMEs
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Mapping Creditworthiness of Unbanked Population

Blog

Conventional banking has typically focused on the 5Cs of “Credit” – character (identity), collateral (security), capacity (to repay), 
capital (savings, investments, or other assets), and conditions (usage of loan) – while making lending decisions1. This approach, 
however, does not work for the unbanked population. Unbanked individuals and households, who are either in poverty or earn low 
incomes, do not have prior credit histories. They also typically lack bankable assets. Banks usually prefer ‘safe collateral’, such as a 
house in urban area, a large farmland in rural area, or hard cash in a bank account. As a result, unbanked folks cannot satisfy the 
requirements of risk-averse formal lenders, who see high risk and low return at bottom of the pyramid.

It makes little sense to expect conventional-banking model of collateral-backed loans to meet borrowing needs of low-income 
households in Pakistan. The last two decades have seen the rise of microfinance in informal markets, where small loans are offered 
through personal guarantees or community pledges. However, microfinance, which also follows conventional banking models to 
extend small credit at somewhat high rates, hasn’t been able to penetrate more than a third of the potential market2. 

Credit scoring models can help in developing a conducive and cost-efficient lending environment. This notion is particularly relevant 
for markets that have limited credit bureau coverage and customers who are traditionally excluded from formal credit.3 This can help 
financial institutions to asses the credit worthiness of a potential costumer, which shall be backed by statistical data and not on 
subjective judgment. This will also result in innovative products with different pricing slabs for costumers falling under different 
score bands.

1The concept of “5 Cs of Credit” has long been taught in training curriculums at Pakistani commercial banks. This risk-assessment concept is also practiced abroad. For more, 
see “Credit Management at Wells Fargo” (URL: https://www.wellsfargo.com/financial-education/credit-management/five-c/)
2Pakistan Microfinance Network | MicroWatch | Issue 50 (Oct-Dec 2018)
(URL: http://www.microfinanceconnect.info/assets/articles/f06cb03452cffb78df8aaaa26f02a02a.pdf)
3CGAP | Credit Scoring in Financial Inclusion (URL: https://www.cgap.org/sites/default/files/publications/2019_07_Technical_Guide_CreditScore.pdf)
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4CGAP | Policy Brief | The Proliferation of Digital Credit Deployments
(URL: https://www.cgap.org/sites/default/files/researches/documents/Brief-Proliferation-of-Digital-Credit-Deployments-Mar-2016_1.pdf)
5McKinsey & Company | New credit-risk models for the unbanked (URL: 
https://www.mckinsey.com/business-functions/risk/our-insights/new-credit-risk-models-for-the-unbanked)
6Lenddo | Credit Scoring: The Lenddo Score (URL: https://www.lenddo.com/products.html#creditscore)
7Forbes | How Social Media Could Help The Unbanked Land A Loan
(URL: https://www.forbes.com/sites/chynes/2017/04/25/how-data-will-help-drive-universal-financial-access/#17be5a3257e6)
8GPFI |Alternative Data Transforming SME Finance 
(URL:https://www.gpfi.org/sites/gpfi/files/documents/GPFI%20Report%20Alternative%20Data%20Transforming%20SME%20Finance.pdf)
9Quartz | “Alibaba’s customers can now get a loan based on their online shopping history”
(URL: https://qz.com/436889/alibabas-customers-can-now-get-a-loan-based-on-their-online-shopping-history/)
10Pakistan Telecommunications Authority | Telecom Indicators (as of January 2019) (URL: https://www.pta.gov.pk/en/telecom-indicators/2)

Lenddo specifically looks at patterns within users’ social media profiles, email accounts, and wireless communications7. It doesn’t 
look at entire histories, out of privacy concerns. Instead, the computer programs search for keywords related to debt obligations, 
employment conditions, purchasing behavior, and socialization. Another such example is China’s Rapid Finance (CRF) which uses 
search engine data from Baidu (a leading Chinese language internet search provider) to reveal correlation between search engine 
phrases and borrowing needs. For example, small business owners that search keywords “photography” or “hiking” are likely to need 
an unsecured small loan. However, small business owners searching online for “lottery tickets” are unlikely to be a safe bet for 
lending platforms.8

c. Online purchases

This credit-scoring model specifically analyses users’ online purchases through algorithms to predict creditworthiness. This model 
was pioneered by Alibaba in 2015. The credit-score, called as Ali-loan, is based on users’ online shopping history – basically buy and 
sell transactions – at the B2B portal of Alibaba.com9. The credit score is then sold to financial institutions in China. 

In Pakistan, it appears that conventional banks are meeting the needs of the upper- and upper-middle incomes groups; microfinance 
is catering to the middle; while a large bottom is exposed to the informal market. In recent years, several new approaches have 
emerged in other developing countries, through which creditworthiness of the unbanked population has been mapped by leveraging 
technology. This has given rise to “digital credit”. 

a.  Big data techniques

Big data techniques have been used on large sets of available transaction data to create risk profiles of unbanked individuals, 
families, and businesses. For instance, a Fintech firm interested in offering digital credit can identify, secure and convert large 
payments data – specifically relating to mobile phone recharge, grocery purchases, and utility bills – to simulate credit history of the 
target market. These big data methods have been used by several dozen mobile-money deployments worldwide4.

Big data can help service providers make lending decisions for the hitherto unbanked, by looking at the future instead of the past. 
Data mining can also help service providers better engage with their clients once a relationship is established. For instance, 
correlating usage patterns with other publicly-available databases, service providers can send their clients useful and targeted 
alerts (weather patterns, crop conditions, market prices, etc.), besides offering meaningful saving and insurance products5. A 
Pakistani domiciled fintech named “CreditFix” ventured into such an idea. CreditFix will be using smartphone consumption pattern 
and publicly available datapoints to target low-income groups to help them start and expand their businesses. Loan processing times 
are significantly shorter than conventional banks and the customers will get risk-based pricing. Better risk profiles would result in 
cheaper interest rates. 

b. Social media and behavioral data

Some companies have demonstrated that non-traditional, behavioral data can also be a predictor for creditworthiness. Lenddo – a 
Fintech company which works with over 50 financial and utility companies in 20 countries – has developed a model through which 
applicants’ online behavior and social data are mined to score their credit-worthiness6.

Need for alternative credit-scoring mechanisms

Of the three approaches listed above, perhaps the most relevant for Pakistan is using ‘big data’ on ‘payment histories’. This historical 
data specifically concerns cellular recharge and utility bill payments. In the cellular segment, the nearly 75 percent tele density10 is a 
great source of payment data. Besides, gas and electricity bills are also a useful source of payment history. 

Relevance for Pakistan
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b. Limited oversight over loan usage

While the digital medium has its benefits, its “remoteness” also creates issues for effective oversight. For instance, a 2018 CGAP 
survey conducted in Tanzania showed that digital credit was being used mostly for daily needs, instead of using it for emergencies or 
for business needs. It also found that the default rate was over 30 percent, while more than half of borrowers had made late 
repayments14. International Monetary Fund (IMF), in its study “Financial Inclusion: Can It Meet Multiple Macroeconomic Goals?” 
resolved that economic and financial stability risks increase when access to bank credit is expanded without proper supervision15. 
The systemic risks involved with the extension of digital credit can be mitigated through sufficient supervision and the intensity of 
the supervision has to be “proportionate” to the risks involved. 

c. Consumer consent and data privacy 

In digital credit, keeping the users’ trust goes beyond protecting their funds/deposits. As this medium uses payments data, it is 
important to uphold the highest standards for data privacy and to keep customer data secure and confidential. A recent global 
survey on regulators’ view on digital credit identified the following issues as the most important for regulators: adequate 
disclosures, lack of deceptive marketing, pricing fairness, and orderly dispute resolution mechanisms16.

The branchless banking transaction data is another viable source to build digital credit models. In the last decade, the branchless 
banking segment has come a long way, in terms of footprint (number of agents and mobile accounts) and transaction mix 
(over-the-counter (OTC) transactions and mobile payments)11. The customer-oriented OTC and m-wallet transactions stood at 3.6  
million transactions per day in Dec 2018 – up from 0.2 million daily transactions in Dec 2011.

BB service providers maintain that a significant portion of transactions, taking place through their channels are conducted by 
unbanked and under-banked individuals. In that respect, this channel provides a better targeting for digital credit scoring. Yet, no 
digital credit deployment currently exists in Pakistan. However, the State Bank of Pakistan had allowed Easypaisa (Telenor 
Microfinance Bank) to conduct a pilot/feasibility for digital credit in Pakistan back in 201612. FINCA, another microfinance bank has 
also launched a pilot of offering digital loans. 

While one awaits the pilot’s results, it should be kept in mind that deployment of digital credit comes with its own set of challenges.

c. Loss of focus

It can be easy to lose sight of the mission of improving access to basic financial services. In 2016, an analysis by the World Bank’s 
Consultative Group to Assist the Poor (CGAP) analyzed ten global deployments of digital credit and identified several common 
mistakes across the deployments13. CGAP found out that

- The deployment’s inadvertent focus was more on “credit-scoring” and less on “collections”.
- Credit-scoring didn’t use a broad set of data to expand the scope of applicants, resulting in poor targeting.
- Loan application process was complex, thus reducing uptake.
- And digital credit was unviable due to pre-existing issues with mobile money, such as high money transfer fees and a limited 

digital payment ecosystem.

Challenges in digital credit deployment

11State Bank of Pakistan | Branchless Banking Newsletters | Various Issues (URL: http://www.sbp.org.pk/publications/acd/branchless.htm)
12State Bank of Pakistan | Broadening Access to Financial Services | Annual Report (FY18) (URL: http://www.sbp.org.pk/reports/annual/arFY18/Vol-1/Chapter-4.pdf)
13CGAP | Policy Brief | The Proliferation of Digital Credit Deployments
(URL: https://www.cgap.org/sites/default/files/researches/documents/Brief-Proliferation-of-Digital-Credit-Deployments-Mar-2016_1.pdf)
14CGAP | Helping or Hurting? Ten Facts About Digital Credit in Tanzania (URL: https://www.cgap.org/blog/helping-or-hurting-10-facts-about-digital-credit-tanzania)
15IMF| Financial Inclusion: Can It Meet Multiple Macroeconomic Goals? (URL: https://www.imf.org/external/pubs/ft/sdn/2015/sdn1517.pdf)
16Alliance for Financial Inclusion | Digitally-delivered credit – Policy Note | Results From Regulators Survey
(URL: https://www.afi-global.org/sites/default/files/publications/guidelinenote-17_cemc_digitally_delivered.pdf)
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In absolute terms, average distributable 
monthly income of a microenterprise in PKR 

41,000. The average interest coverage of the 
microenterprises is 10.2 times and the average 

debt service ratio is 2.0 times. The asset turnover 
for the industry, on average, is 1.1 times, and return 
on total assets is 12.2 percent. The gross profit 
margin is 37 percent while the net profit margin is 

11 percent.

On average, a microenterprise earns PKR 1.6 
million as annual revenue, which increased by 

25 percent from previous year. However, this 
varies considerably across economic sector, being 
higher in trading and manufacturing sectors. Using 
information on loan amounts, we calculate a 
‘revenue multiplier’ i.e. amount of incremental 

revenue generated per PKR 1.0 million in loans in 
microfinance. We estimate this to be 4.1x for 

the overall sample. However, the growth in 
revenue and jobs supported cannot be 

attributed to the loan alone. 

Report on Microfinance and Enterprise Growth 

Research Showcase

The study aimed at contributing to literature that focuses on the financial health and profile of a micro-enterprise, with a focus on 
understanding the employment profile and growth trajectory of the business. The report addresses the following questions in 
Pakistan’s context:

1. How does revenue of a microenterprise grow over one loan cycle/year? Revenue growth is seen as a proxy for growth of the 
business.

2. How does the employment profile of a microenterprise change over one loan cycle/year? Additionally, what does the profile 
look like in terms of gender and youth?

3. Is microcredit affordable for the borrower?
4. How do borrowers use the loan? More specifically, is it used entirely for business purposes or is it diverted (wholly or partially) 

towards household consumption?

01

03 04

On usage of loan, about 12.2 percent of loan 
amount (value in PKR) and about 13.1 percent of 
borrowers diverted loans towards consumption 
rather than business purposes.

02

On average, a microenterprise directly 
supports 2.6 full-time equivalent jobs over one 

year. Using information on loan amounts, we 
calculate a ‘jobs multiplier’ i.e. number of jobs 
supported per PKR 1.0 million in loans in 
microfinance. We estimate this to be 29.3x for 
overall sample. We find that women-led 
businesses employ more women. Overall 40 
percent of the employees are women and 45 
percent are youth i.e.in the 20-34 years’ age 
group.

PKR
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Report on Biometric Verification System in Pakistan

Infographics

The Impact of 
Biometric 
Verification 
Systems on 
Financial 
Inclusion in 
Pakistan

Speedy & authentic
Requires special setups to establish or verify 
the identity of a subject, and is authentic and 
less time-consuming.

Identification on the go
Captures biometric identifiers like faces, 
fingerprints and iris scans on the go, 
decreasing identity verification time 
dramatically and patching the loopholes 
of traditional IDs.

Convenience
Eliminates hassles such as 
identification using IDs, passwords and 
PINs, searching databases or waiting 
for responses from government 
agencies for identity verification.

Accountability
Requires the presence of an authorized 
individual following a biometric scan. 
This generates reliable and auditable 
logs of facility access.

Security
Cannot be counterfeited or stolen. Newer 
systems are equipped with more advanced 
anti-hacking technologies that do not accept 
anything less than a live biometric identifier.

The identification of individuals using 
DNA analysis

Commonly
used

Biometric
Identifiers

DNA Matching

The identification of individuals 
using the shape of the ears

Ears

The use of features found in 
the iris to identify individuals

Eyes

The analysis of facial features or patterns for 
the authentication or recognition of individuals’ 
identity. Most face recognition systems use 
eigenfaces or local feature analysis

Facial Recognition

The use of the ridges and valleys (minutiae) 
found on the surface tips of human fingers

Fingerprint Recognition

The use of an individual’s style of 
walking or gait to determine identity

Gait

The use of an individual’s odour 
to establish identity

Odour

The use of voice as a method of determining 
the identity of a speaker for access control

Voice Authentication
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What is a Biometric 
Verification System?

Biometric verification is any means by which 
a person can be uniquely identified by 
evaluating one or more distinguishing 

biological traits.   

The Challenges of Biometric Verification System

Biometric identifiers are permanent 
and cannot be changed.

Biometric Characteristics

Physical labour, diseases and accidents 
may cause biometric identifiers to 
deteriorate which can cause biometric 
systems to fail to enrol or identify
subjects.

Population Coverage

Administrators may require certain levels of 
technical knowledge to use, maintain and 
perform day-to-day backend operations.

Technical Complexity

Biometric systems require additional 
costs such as post-installation 
maintenance and repair.

High-cost Implications

Fingerprint recognition is the most 
commonly used digital identifier in Pakistan 
and other identifiers are not cost-effective for 
the industry.

Pakistan’s Limited
Technological Advancement

FinTechs

NADRA

State Bank of
Pakistan

Benazir Income
Support Programme

Pakistan
Telecommunication

Authority

Mobile Operators

Financial
Institutions

Branchless
Banking Operators

Institutions that
played a key role

in the implementation
of BVS technology

in Pakistan
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Karandaaz WEC Investee: Webworks 

Karandaaz Stories

E-commerce entrepreneur and Karandaaz Women 
Entrepreneurship Challenge investee Fatin Gondal 
remembers the time when she struggled to assert 
herself as a team manager at her previous job.

Straight out of college, she had joined a website 
developing agency, which was also a pioneer in the 
e-commerce space in Pakistan. They had launched the 
country’s first web marketplaces, Daraz and Kaymu. As 
a manager dealing directly with a vast team of web 
developers for Kaymu, Fatin faced the challenge of 
having an entirely male team of developers not take her 
seriously. Everyone on the team would ignore her 
during team meetings. They would instead talk to her 
senior male colleagues, despite knowing the fact that 
she was the one in charge. It had nothing to do with her 
capability as a straightforward and hardworking 
manager, but it had everything to do with her gender.

It was just something they weren’t used to,” she says. “I 
had to make my presence felt and work hard, consistently, to prove my commitment. That persistence is what finally earned me the 
respect of these colleagues. By the time Fatin’s colleagues caught up with the fact that despite being a male-centric industry, their 
boss was a capable woman, she had already decided to do something more. In pursuit of further excellence and to avoid hitting a 
professional plateau, Fatin left her job. She was ready to start her own venture. Fatin explored a number of ideas, but the one idea 
that compelled her more than any other was launching her own e-commerce business. It was 2014 and e-commerce was still taking 
root in Pakistan as a preferred method of reaching out to customers by various brands, predominantly in the field of fashion and 
textile industries. Fatin had the experience of working in the very heart of Pakistan’s first e-commerce marketplace, and her 
educational background as well as insights as a keen consumer offered her a unique blend of qualifications to, in her own words, “just 
go for it”.

As a prelude to shaping the idea, Fatin approached her friend and former colleague Adam Ghaznavi, who had also left his job since 
and joined a newly launched rideshare company in Pakistan. Over lunch they had an in-depth discussion about what they wanted to 
do, and how they wanted to leverage the wealth of technical talent to set up a unique business model. One that wouldn’t just provide 
clients a well-designed and developed website for e-commerce, but a full array of services to go along, such that it would compel the 
clients to outsource their entire e-commerce operations to them. Together, in August 2015, they launched a full service e-commerce 
business called Webworks.

While I was looking to start my own business, I realized that 
everyone in the market came from a software engineering 
background and I came from an e-commerce operations 
background,” Fatin says. “Adam, co-founder at Webworks also 
had a unique set of experiences. Our collective insights and 
experiences gave us an edge over our competitors, who initially 
thought we were just good at designing.

Webworks is a fully managed e-commerce design development 
company where Fatin’s team of 50 designs, develops, and 
manages e-stores for large fashion retailers as well as small 
businesses. Every little detail from initial design, robust 
development and website deployment, to managing inventory, 
and ensuring correct products and prices are updated on the 
websites is taken care of in-house. In total, Fatin and Adam head 
seven teams, and each manages a different aspect of the 
business. They also help clients streamline their customer 
experience by making sure the customers get what they have 
ordered in a timely fashion.
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Many of their clients are industry leaders, including Khaadi, Generation, Nishat Textiles and Bareeze. The business grew from 5 
employees to 50 in a span of four years, and despite their primary mode of marketing only being word of mouth, more and more 
brands have reached out to work with them based on their good reputation in the market. They also claim to be Pakistan’s first and 
only Magento certified partners.

By 2018, Fatin knew that she wanted to take the next big step and scale up her venture, but scaling up requires capital. When she 
reached out to banks, she realized that she wouldn’t be able to fulfill the pre-requisites these institutions had in place for getting 
financing. “We were doing well but we did not have the kind of collateral or fixed assets that would help us secure a loan,” says Fatin.
“I saw an advertisement in a newspaper about Karandaaz Women Entrepreneurship Challenge and, after discussing with Adam, we 
applied for it.”

Karandaaz Pakistan, established in August 2014, funded by UK’s Department for International Development (DFID) and Bill & 
Melinda Gates Foundation promotes access to finance for micro, small and medium – sized businesses through a commercially 
directed investment platform, and financial inclusion for individuals by employing technology-enabled solutions. The Women’s 
Entrepreneurship Challenge is a flagship initiative of the organization, funded by DFID, through which women-led businesses across 
Pakistan can apply for business advisory and financial support. Webworks was selected by Karandaaz to be part of this programme’s 
2018 cohort, along with seven others.

“We will be using this funding to expand into the international market and work on more developmental projects,” states Fatin. “The 
funding we have received from Karandaaz adds immense value to our operations. In addition, I met so many other female 
entrepreneurs through the program to learn from and be inspired by. Apart from funding, Karandaaz WEC also offers intensive 
training sessions with industry leaders.”

Every couple of weeks there are sessions on various entrepreneurial aspects such as business taxation law, finance, HR and a number 
of other topics. Fatin has benefitted from many of these. Adam adds, “Being recipients of Karandaaz WEC funding gives us credibility. 
Our focus from this point onwards is on further skill development of current staff and to initiate at least 10-12 new projects, which 
would mean we hire at least 3, 4 people per project. We will double our hiring from last year.”

Being a woman entrepreneur in a field predominantly led by men, Fatin is acutely aware of breaking the glass ceiling and encouraging 
more women to apply for the posts that they will ultimately hire for. She is adamant on leading the path in this regard and believes 
that with Karandaaz WEC, the leveraging of their own business will create more opportunities for women choosing to enter the field. 
And while doing so, Fatin states that the ambition remains the same.

“We are aiming to become a leading e-commerce development venture in Pakistan as well as in the international markets, in terms of 
development,” she adds. “Pakistan has no dearth of talent and when it comes to sheer creativity and work output, we can beat other 
South Asian countries by offering more competitive rates for better quality products. I believe if you are passionate about something, 
people will not always be supportive. You need to understand that as long as you are true to what you are doing and doing a good job 
at it, eventually they will learn to step back and learn to respect you.”

She finishes her chain of thoughts on this insightful note, “It’s okay to accept when you’re wrong. Things don’t always go your way. 
There can be always highs and lows, just never give up. With our present success and our partnership with Karandaaz, we at 
Webworks have merely begun to scratch the surface of our true potential.” 
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About Karandaaz
KARANDAAZ PAKISTAN is a Section 42 company established in August 2014 and focuses on fostering economic growth and 
creating jobs through  financial inclusion of unbanked individuals and unserved enterprises, with a special focus on women and 
youth. The company has four verticals:

Karandaaz Pakistan has received funding from the United Kingdom’s Department for International Development (DFID) and the 
Bill & Melinda Gates Foundation (BMGF).

Karandaaz Capital

Karandaaz Digital

Knowledge Management 
and Communications

Karandaaz Innovation

Provides wholesale structured credit and 
equity-linked direct capital investments 
to micro, small and mid-size enterprises 
(MSMEs) that demonstrate compelling 
prospects for sustainable business growth 
and employment generation in Pakistan.

Focuses on expanding the poor’s access 
to digital financial services in Pakistan by 
working across the ecosystem with all 
stakeholders.

Supports the company’s core financial 
inclusion goal by developing and 
disseminating evidence based insights and 
solutions.

Manages the Innovation Challenge Fund and 
Women Entrepreneurship Challenge, 
providing risk capital and grants to partners 
with the aim to generate innovative 
solutions in areas of financial inclusion and 
entrepreneurship.

1E, Mezzanine Floor, Ali Plaza,
Nazimuddin Road, F-6/4, 44000, Islamabad
Tel: (051) 8449761
Email: info@karandaaz.com.pk

karandaaz.com.pk
twitter.com/KarandaazPK
linkedin.com/company/karandaaz-pakistan
facebook.com/KarandaazPK
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