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In this issue CEO’s Message

With the onset of the global COVID-19 pandemic in March, 
Karandaaz initiated the quarter with several support 

measures aimed at mitigating the impact of the fallout from 
the pandemic. Following consultation with our investees, 

Karandaaz offered its women-led investee businesses 
customized ease out packages to enable them to survive the 

associated lockdown resulting in low business activity. The support measures included 
deferment of interest payment on loans and additional funds to avoid laying off 
employees. Financing was also made available to Excel Labs to initiate COVID-19 
testing. The lab network started to offer these tests in May 2020. With an additional 
grant from Karandaaz, Excel Labs has also been offering subsidy on the tests to 

vulnerable population segments, including healthcare workers, the low-income and senior citizens.  

Some important milestones were also achieved for Karandaaz’s pre-COVID initiatives. A key project has been the digitalization of the 
Secured Transaction Registry (STR), which Karandaaz facilitated the Securities and Exchange Commission of Pakistan (SECP) to 
develop and launch. This electronic database will enable financial institutions to record charges or security interests created by 
individuals and entities on their movable assets and provide growth financing in lieu of these assets. Most SMES in Pakistan are in trade 
and services (51% and 35%, respectively) and their assets mostly comprise of moveable property, such as inventory and receivables. 
They have limited immovable property to mortgage which severely impacts their ability to grow and expand. Thus, a digitalized STR will 
make it possible for a larger number of businesses to leverage their assets into capital for investment and growth, contributing to the 
Government’s commitment to expanding credit to at least 700,000 SMEs by 2023.

During April – June 2020, Karandaaz also launched a new programme to subsidize Design Thinking services for Digital Financial 
Service (DFS) providers offering products and services through mobile and web-based platforms. This service aims to make digital 
financial services friendlier for all categories of users. On the research and publications side, Karandaaz released notes on the Impact 
of COVID-19 on Digital Finance Services, the Impact of COVID-19 on SMEs, and Monetary Easing Measures by Central Bank to Curb 
the Impact of COVID-19. Some of this information is shared in the research showcase section of this newsletter. 

Stay safe!

Ali Sarfraz
CEO, Karandaaz Pakistan
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Karandaaz Pakistan, with financial support from 
the UK’s Foreign, Commonwealth and 
Development Office (FCDO) is helping the 
Securities Exchange Commission of Pakistan 
(SECP) digitalise its key operations. In the first 
phase of this process, a digital Secured Transactions 
Registry (STR), governed by The Financial 
Institutions (Secured Transactions) Act, 2016 has 
been launched. The STR is an electronic database in 
which financial institutions can record charges or 
security interests created by unincorporated 
entities or individuals on their movable assets.

Movable assets include receivables, intellectual 
property, inventory, agricultural produce, 
petroleum or minerals, motor vehicles, etc. A digitalized STR will open up new avenues for small and medium enterprises and 
agriculture sector borrowers to secure credit from financial institutions, while offering greater transparency and visibility around 
recorded charges or security interests to financial institutions. According to a 2017 report by HaidermotaBNR & Co. titled Financial 
Inclusion and Secured Transactions: Expanding access to credit in Pakistan’s MSME Sector, most SMES in Pakistan are in trade and 
services (51% and 35%, respectively) and their assets mostly comprise of moveable property, such as inventory and receivables. 
They have limited immovable property to mortgage which severely impacts their ability to grow and expand.

SECP launches Digital Secured Transactions Registry with support from UK’s Foreign, Commonwealth
and Development Office (FCDO) Funded Karandaaz

         While the STR will improve access to finance for micro, small and medium businesses, this initiative would help in meeting 
“Getting Credit” indicator of World bank’s ‘Doing Business Index’ and make Pakistan able to meet 7 out of 12 indicators”. Khan 
said that SECP has already commenced work for the next year to strive for 100% coverage of this indicator and as a result, 
Pakistan would be in the forefront of “getting credit” reforms in South Asia. “This improvement, coupled with other changes 
SECP has been able to drive during the current year, in ‘starting a business’, ‘protection of minority interests’ and ‘resolving 
insolvency’ indicators shall lift Pakistan’s overall ranking,” he added.

Aamir Khan, Chairman SECP said, 

         Rural enterprises and SMEs have low access to formal credit in Pakistan. One of the reasons for their low credit penetration 
is their inability to provide quality collateral which meets their risk profile to the satisfaction of formal creditors. In many cases, 
SMEs do not even bother applying for loans as they are certain that they will unable to meet the collateral requirements of 
financial institutions. We know however, that more often than not, these smaller borrowers do own valuable movable assets that 
can be utilized as collateral. We are confident that the STR will enable unserved enterprises to access formal financing leveraging 
their moveable assets and have a greater chance to grow and earn better revenues and create more jobs.

Mr Ali Sarfraz, CEO Karandaaz Pakistan said,

          Dr Shamshad Akhtar, Chairperson Karandaaz said, “Pakistan ranks 108th on Ease of Doing Business Index making the 
country less attractive for foreign direct investment. The absence of a Secured Transaction Registry (STR) was one of the 
factors that contributed to our lower score on this index. It also compromises the allocative efficiency of capital as a wide 
class of moveable assets could not be used as collateral.  I am pleased that Karandaaz Pakistan in partnership with SECP has 
implemented STR through the support of the UK’s Foreign, Commonwealth and Development Office (FCDO). The STR 
promises to substantially redress the information asymmetries and legal uncertainties that have hampered the supply of 
credit to micro, small and medium businesses. Apart from improving Pakistan's score on the Index, it will enable the 
financial eco-system to leverage a useful database for AI-driven credit models helping in unleashing the potential of 
financial markets for economic development.

Dr Shamshad Akhtar, Chairperson Karandaaz said, 

Newsflash
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         Congratulations to Pakistan on rolling out the digital Secured Transaction Registry. This UK supported initiative will help 
Pakistan’s ranking on the World Bank’s Ease of Doing Business, enhance firms’ access to finance and assist with attracting foreign 
investment. We recognise the deep impact that Covid-19 has had on the economy of Pakistan. A digitized and efficient 
functioning registry will greatly help SMEs and companies for accessing funding to resume business operations in the recovery 
phase. It is at such difficult times that friends must stand together – and there is no better example of international friendship 
than the deep ties between the UK and Pakistan.

British High Commissioner, Christian Turner said, 

Preceded by approval of the Financial Institutions (Secured Transactions) Act by Parliament in 2016, the launch and 
operationalization of the STR will now make it possible for a larger number of businesses to leverage their assets into capital for 
investment and growth, contributing to the Government’s commitment to expanding credit to at least 700,000 SMEs by 2023, 
compared to less than 200,000 at present. 

Karandaaz Pakistan is providing financing to Excel Labs to initiate 
COVID-19 testing. With this funding, Excel Labs is building its capacity 
to carry out an estimated 500 tests daily and more than 10,000 tests a 
month. This emergency response will help the country build critical 
testing capacity to test, track and control the spread of COVID-19. At 
present, Pakistan is administering less than 1,000 tests per one million 
citizens, compared to more than 18,000 in the US, 12,000 in the UK, 
113,000 in the UAE, 30,000 in Germany, and 5,000 tests per one million 
people in Iran. In addition to the financing at zero percent mark-up, a 
grant by Karandaaz will also be provided to Excel Labs for subsidising 
around 4,000 tests.

Subsidized tests will be available to vulnerable categories, including 
those above 65 years of age, doctors and nurses exposed to the Corona 
virus, and poor individuals who cannot afford the test.

Karandaaz’s existing investment in Excel Labs, a laboratory and 
diagnostic service provider in Pakistan, has already enabled it to expand 
its service by three times, and created 735 new jobs including almost 
700 for women and youth. Excel Labs has a presence at more than 104 
locations across Punjab, Khyber Pakhtunkhwa, Balochistan and Azad Jammu & Kashmir. The Lab currently offer a total of 727 
types of tests; with this concessional financing from Karandaaz, Excel Labs will be able to expand its diagnostic tests portfolio to 
identify carriers and patients of the corona virus. The samples collected by Excel Labs will be tested in a WHO standard Lab. 

Karandaaz Provides Financing to Excel Labs to Initiate COVID-19 Testing 

         The novel coronavirus has thrown up unprecedented challenges for every country. In this global fight against the pandemic, 
it is imperative for each and every country to substantially build its testing capacity to mitigate the spread of this disease through 
test, trace & quarantine strategy. I am pleased that Karandaaz has been able to mobilize capital to enable Excel Labs to initiate 
COVID-19 testing as per WHO standards. Initiatives like these, coupled with the support provided by the Government of 
Pakistan and the private sector is what will enable Pakistan to contain and overcome this crisis.

Speaking about the significance of this investment, Dr. Shamshad Akhtar, Chairperson Karandaaz said,

          The investment in Excel Labs network will enable it to quickly increase its capacity to perform COVID-19 diagnostic tests. 
We are happy to extend this additional financing to our investee as it will help the country’s capacity to undertake many more 
diagnostic tests to curb the COVID-19 epidemic. In line with the WHO’s recommendation to test, test and test, the investment in 
Excel Labs through Karandaaz will help Pakistan enhance its capacity to conduct more tests, currently estimated at less than 
1,000 tests per million to identify patients and carriers of the COVID-19 virus.

Mr. Ali Sarfraz, CEO Karandaaz said,
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         A great design is crucial to creating trust with the customers while interacting digitally. A user-centric design is not usually 
intuitive as widely believed by product managers; it requires a design expert to unearth key user insights that when used in design 
can create a wow in user experience. Interested DFS providers can avail of these subsidized services after a due diligence process 
through a panel of design firms selected by Karandaaz. The design firms will bid on each assignment and the lowest bidder will be 
awarded the contract. Half the cost of the project will be borne by the applicant, while Karandaaz will bear the other 50 percent 
or up to PKR 500,000, whichever is lower. Karandaaz has selected three industry leaders after a competitive process: Ideate 
Innovation, Systems Limited, and Designist to offer design thinking services.

Rehan Akhtar, Chief Digital Officer Karandaaz shared,

Karandaaz has announced the launch of a new programme to subsidize design thinking services 
for Digital Financial Service (DFS) providers offering products and services through mobile and 
web-based platforms. Karandaaz aims to promote digital financial products and services that 
address the needs of the customers; create more valuable, appealing, and user-friendly solutions; 
and expand financial inclusion in the country. More often than not, digital financial products are 
complex when presented digitally and hence many customers are reluctant to use them. This 
builds a gap in trust leading to lower adoption. Creating the products using Design Thinking 
lowers the complexity and improves customer trust and adoption. Many upcoming DFS providers 
are unable to engage the services of expert design thinkers while developing solutions due to the 
paucity of resources resultantly missing out on critical insights, skills, and knowledge of 
international best practices. Subsidy offered by Karandaaz will bridge this gap and improve the 
efficacy of homegrown solutions.  The range of services covered under the programme includes 
design research, user experience design, user interface design, usability audit, and product and 
service design. DFS providers who are operating in payments, savings, credit, customer acquisition, lending, mobile wallets, e-commerce 
payments, digital on-boarding, account opening, and digital security etc. are eligible to apply. More details about the programme and the 
application form can be found on Karandaaz website at https://karandaaz.com.pk/design-thinking/

Karandaaz Subsidizing Design Thinking Services to Swell Financial Inclusion

          Our partnership with Karandaaz has been really fruitful as it enabled us to have access to growth capital and expand our 
operations, creating more jobs and offering a wider range of diagnostic services in Pakistan. This new commitment from 
Karandaaz will help us gear up to deal with this novel virus and offer the much-needed tests to thousands across the country at a 
concessional rate. We hope that with this test, Excel Labs can play a role in significantly boost the country’s overall response to 
the pandemic.

Speaking about the investment, CEO Excel Labs, Dr Naseer Ahmad said,

       A digital financial service or product must offer an intuitive experience to customers. In today’s economies, people and 
businesses need to bank anywhere and anytime, especially after the outbreak of a global pandemic that the world is still grappling 
with. It is imperative that every solution and service created is responsive to the emerging situation and caters to the wide 
spectrum of consumer segments; understanding their specific needs and behaviors. The customer-centric design of a solution is 
more critical than ever to ensure that not only are we widening the base of financially included but also making sure that the 
customers stick to using these solutions for the ease in comparison to conventional banking channels. I hope that the design 
thinking as a service programme of Karandaaz will incentivize innovators in Pakistan to spend more time and effort in making 
their solutions more user friendly and responsive to local needs.

Ali Sarfraz, CEO Karandaaz said, 

According to a State Bank of Pakistan report titled “Digital Financial Services Innovation Challenge Facility”, estimated the market 
potential of Digital Finance Services in Pakistan to cross USD 36 billion by 2025, providing a 7% boost to the GDP, creating 4 million 
new jobs and resulting in USD 263 billion in new deposits. National Financial Inclusion Strategy notes that while there are 120 
million SIM cardholders in Pakistan, only 7% of Pakistani adults had used mobile money either through their own or others’ 
accounts. Over the counter (OTC) transactions currently represent 80% of all digital transactions versus only 14% of transactions 
are direct wallet-to-wallet (account-to-account). This indicates that more focus is needed to come up with applications that are 
easy to use for regular customers on their own and have instinctual designs, ensuring more use cases. 
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Businesses in Pakistan and Their Access to Financial Services

Blog

Access Businesses, large or small, are an important part of any society and fulfil various needs and functions. On one hand, they 
provide livelihood and employment to owners and workers, and on the other hand, they produce and distribute essential goods 
without which populations may not thrive. Almost 9 out of every 10 enterprises in Pakistan are classified as Micro, Small and 
Medium Enterprises (MSMEs)1. The MSME sector plays an important role in the economic development of Pakistan as these 
businesses contribute 30% towards the country’s GDP, employ more than 80% of non-agricultural workforce and generate 25% of 
country’s total export earnings. However, like all developing countries, information concerning these businesses in terms of their 
total quantum, geographic concentration, role and activities, operational structure and connectivity to the financial system (5 key 
questions), is not very well documented. 

The last known official census of establishments, a usual instrument implemented across the world to answer these four questions 
about businesses, was done almost 15 years ago - known as Economic Census of Pakistan, 20052 (conducted by Pakistan Bureau of 
Statistics). Consequently, a few more independent surveys were conducted to gather meaningful data/insights on Pakistani 
businesses, however, these are either now outdated (a Gallup Pakistan survey in 20093) or are limited to a specific sector (various 
studies by SMEDA), or have not been made public. 

The aforementioned figure is quite dated, it’s been more than a decade since the last economic census was done in the country. 
Accordingly a very basic forecasting exercise, with two scenarios, has been carried out below to estimate the current population of 
domestic business units. The key assumption is that the households served by these businesses have remained more or less 
constant throughout the years. Since the population has increased, it is assumed that the total number of businesses have grown at 
a similar rate. Scenario 2 takes a comparatively conservative approach, assuming the overall growth in business establishments to 
be half of that of overall population’s. 

Another estimate can be obtained from looking at the electricity connections for industrial, commercial and agriculture sectors.  
According to NEPRA, in 2017, there were a combined 3.7 million commercial and industrial connections in the country (based on 
11 DISCOs), of which 3.3 million are commercial connections. With an addition of 0.3 million agricultural connections, this total 
reaches to 4 million connections. Assuming 20% informality i.e. enterprises operating under domestic electricity connections, the 
aggregated estimation for business units comes to 5 million. 

The inherent limitation, however, with this estimation is that it assumes one electricity connection per establishment, which among 
majority establishments in not a usual case, however, it does give a ball park figure to policy makers and other key stakeholders.

1 SMEDA, State of SMEs in Pakistan
2 http://www.pbs.gov.pk/content/economic-census-2005
3 https://gallup.com.pk/gallup-pakistans-sme-study-in-2009/

According to the Economic Census of Pakistan, 2005 a total of 3,249,482 business units were operating in the country.

Question 1: What is the total number of business establishments?

Estimating the number of business entities as per recent data

Table 1: Estimation of Total Establishments

Total Population (2005)

Total Households (2005)

Total Business Units in Pakistan (2005)

Households Served per Unit

Total Households (as per census 2017)

Scenario 1 

Total Population (as per census 2017) 

Cumulative Growth Rate of Population

Scenario 2 - (17.5% growth rate)

153.9 million

19.24 million

3.2 million

6

32.2 million

5.4 million units

207.7 million

35%

3.8 million units
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These establishments were spread across the country; slightly disproportionate to the population size of the provinces, signalling 
difference in economic activity and purchasing power.

Question 2: What is their geographic concentration? 

Of the total 3.2 million establishments, nearly 53% (~1.5 million) were categorized under the Wholesale/Retail Trade and 
Restaurants & Hotel sector. While, Community, Social and Personal Services, having around 650,000 businesses, emerged as the 
second largest group (these include the likes of tailors, barbers etc.)

The other major group was manufacturing of which there were around 590,000 units in the country.

Question 3: What Sectors do Pakistani businesses operate in? 

According to the 2005 census, majority (about 96%) of the total establishments that provided information on their employment 
size, reported to have 1 to 5 employees. 2.7% of the business reported an employee base ranging 6 to 10, while only 1% reported to 
have 11 to 50 employees.

Question 4: What is their operational structure and size i.e. how big or small Pakistani businesses are? 

Table 2: Distribution of Establishments

Table 3: Distribution of Establishments by Major Industry Division

%Major Industry Division

Wholesale & Retail Trade and Restaurants & Hotels

Community, Social & Personal Services

Manufacturing

Transport, Storage & Communication

Financing, Insurance, Real-Estate & Business Service

Agriculture, Forestry, Hunting & Fishing

Construction

Mining & Quarrying

Electricity, Gas & Water

52.96

22.30

19.72

1.74

1.64

1.57

0.05

0.02

-

Difference % (B – A)Province wise Proportion
of Population – B (%)

Province wise Proportion of
Establishments – A (%)

Total
EstablishmentsProvince

Punjab

Sindh

NWFP

Balochistan

Islamabad

2,088,404

586,442

480,485

73,811

20,340

64.3

18.0

14.8

2.3

0.6

52.9

23.0

14.7

5.9

1.0

(11.3)

5.0

(0.1)

3.7

0.3

Source: Economic Census 2005, Pakistan Bureau of Statistics

Source: Economic Census 2005, Pakistan Bureau of Statistics

Employment Size (as % of total establishments)

1-5 6-10 11-50 51+

TOTAL

Agriculture, Forestry, Hunting & Fishing

Mining & Quarrying

Major Industry Division

96.4

97.4

50.9

2.7

2.2

26.7

0.9

0.4

     19.8

0.01

-

2.6

Table 4: Employment Size by Major Industry Division
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The most recent and available data source on businesses’ access to finance is available from World Bank Enterprise Survey4 and 
it asks 13 very pertinent questions. A snapshot of these along with a comparison with other South Asian countries is provided in 
Table 5.

Question 5: What about their access to financial services?

Table 5: Comparison on Access to Finance for Business

Source: Economic Census 2005, Pakistan Bureau of Statistics

Employment Size (as % of total establishments)

1-5 6-10 11-50 51+

Manufacturing

Electricity, Gas & Water

Construction

Wholesale & Retail Trade and Restaurants & Hotels

Transport, Storage & Communication

Financing, Insurance, Real-Estate & Business Service

Community, Social & Personal Services

Major Industry Division

91.0

91.2

91.3

99.0

96.8

95.6

94.8

6.6

2.4

6.6

0.8

2.5

3.3

3.6

2.1

5.6

2.1

0.2

0.7

1.1

1.6

0.3

0.8

-

-

-

-

-

Sri LankaNepalIndiaBhutanBangladeshAfghanistanPakistanEconomy
Pakistan’s

ranking among 
South Asian

countries

% of firms with a checking or 
savings account

% of firms with a bank loan/line 
of credit

Proportion of loans requiring 
collateral (%)

Value of collateral needed for a 
loan (% of the loan amount)

% of firms whose recent loan 
application was rejected

% of firms using banks to finance 
investments

Proportion of investment 
financed internally (%)

Proportion of investment 
financed by banks (%)

% of firms using banks to finance 
working capital

% of firms not needing a loan

58

7

64

153

57

14

8

88

2

8.6

44

5

71

N/A

45

35

2

85

1.5

4

86

34

84

271

42

16

20

75

12

30

93

46

95

179

59

8

32

75

19

42

87

21

85

255

50

13

30

72

18

36

86

35

90

364

36

6

17

70

13

14

89

40

79

194

25

8

44

54

35

41

6

6

7

6

2

3

6

1

6

6

% of firms using 
supplier/customer credit to 
finance working capital

Proportion of working capital 
financed by banks (%)

% of firms identifying access to 
finance as a major constraint

14

2.5

13

4

1

48

10.5

14

23

5.5

26

16

25

18

15

19

7.5

40

24

18

30

4

6

7

Source: World Bank Enterprise Survey 
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a) Percent of firms with a checking or savings account

58% of the firms in Pakistan have either checking or savings accounts, significantly lower when compared to 86% in Bangladesh, 
87% in India, 86% in Nepal and 89% in Sri Lanka. The South Asian country with the highest percentage of firms with a checking or 
savings account is Bhutan (93%) and Pakistan ranks 6th among the 7 South Asian countries. 

b) Percent of firms with a bank loan/line of credit

The percentage of firms with a bank loan or a line of credit in Pakistan is even less than 10%, estimated to be 6.7%. In India 
approximately 21% firms report to have a bank loan/line of credit and the reading is even higher for Bangladesh, Nepal, Sri Lanka 
and Bhutan each reporting it at 34%, 35%, 40% and 46%, respectively. 

c) Proportion of loans requiring collateral (%)

Of these loans, the proportion requiring collateral for firms in Pakistan is 64%; fairly better when compared to peers. For firms in 
Afghanistan, 71% of the loans require collateral, while the reading is 79% in Sri Lanka, 84% in Bangladesh, 85% in India, 90% in 
Nepal and 95% in Bhutan.

d) Value of collateral needed for a loan (% of the loan amount)

For firms in Pakistan, the value of collateral needed for a loan (as a percentage of the loan amount) was 153%. Nepal, reported the 
highest threshold in the region i.e. 391%.

e) Percent of firms not needing a loan

More than half (57%) of the firms in Pakistan reported that they do not require any loan. Highest reading is for Bhutan, reporting 
a similar situation (58%) while this percentage is the lowest for Sri Lanka at 25%. 

f) Percent of firms whose recent loan application was rejected

14% of the firms in Pakistan reported that their recent loan application was rejected. Compared to this, a higher percentage of 
firms from Afghanistan (35%) and Bangladesh (16%) reported that their loan application was rejected while India reported a 
similar state of 13%. In Bhutan and Sri Lanka, 8.3% and 8.5% of the firms, respectively, reported rejection while Nepalese firms 
reported the lowest rejection rate of 6.4%. 

g) Percent of firms using banks to finance investments

In Pakistan, 8% of firms use banks to finance investments, comparatively better than Afghanistan where a meager 2% use bank 
lines. The scenario is much better in other peer country, each reporting a two digit figure (17% in Nepal, 20% in Bangladesh, 30% 
in India, 32% in Bhutan and 44% in Sri Lanka).

h) Proportion of investment financed internally (%)

For Pakistan firms, using internal funding is a preferred choice to finance investments, as high as 88% of the investments are 
funded internally. Among the peers, this reading is lowest in Sri Lanka where only half of the total investments consume internal 
sources of funding.

i) Proportion of investment financed by banks (%)

In Pakistan, 2% of the investments made by domestic firms is financed by banks. A very similar situation reported by Afghanistan, 
~1.5% of the investments financed by banks. In Sri Lanka 35% of the investments are funded by banks, while for the other 
countries in the region this proportion ranges from 12-19%. 

j) Percent of firms using banks to finance working capital

9% of the firms in Pakistan use banks to finance working capital. The figure is lower in Afghanistan, only 4% reported of using 
banks for short term funding. The threshold is significantly higher in peer countries, i.e. 14% in Nepal, 30% in Bangladesh, 36% in 
India over 40% in Bhutan and Sri Lanka.



k) Percent of firms using supplier/customer credit to finance working capital

Nearly 14% of firms in Pakistan rely on supplier/customer credit. This mode of financing is most popular in India and Sri Lanka, 
with over 24% of firms reporting the use of such facilities, followed by Nepal with 19%. Bangladesh stands at 10% while Bhutan 
and Afghanistan reported it at 4% and 5.5%, respectively.

l) Proportion of working capital financed by banks (%)

In Pakistan, the proportion of working capital financed by banks is 2.5%; Afghanistan reports it at 1.2%. The situation is slightly 
better in Nepal with 7%, while all other peer countries report it above 10% - in a range of 14%-26%.

m) Percent of firms identifying access to finance as a major constraint

Surprisingly, only 13% of the firms in Pakistan identify access to finance as a major constraint. While other metrics relating to 
their connectivity to the formal financial system portray a different picture all together. The proportion is much higher in 
Afghanistan, where 48% say it is a major constraint. For India, Bhutan, Bangladesh, Sri Lanka and Nepal this threshold stands at 
15%, 16%, 23%, 30% and 40%, respectively. 

Suggestions and Recommendations:

Looking at the World Bank’s data, it can be inferred that access to finance is very low within Pakistan’s business community and 
concrete steps are required to improve their connectivity with the financial system. Government needs to consider the following:

1. For making relevant policy interventions access to quality demand and supply data is imperative.  Currently, all the data 
points with respect to businesses are significantly dated. The primary document Economic Census was released in 2005 (15 
years old). Even surveys undertaken by other independent institutions such as World Bank are dated and the last enterprise 
survey for Pakistan was done in 2013. The updated economic census needs to be conducted on priority. Meaningful 
partnership between government and development sector is imperative, donor agencies can play a vital role in mobilizing 
interest and ensuring the availability of resources to create fresh data sources so that an accurate landscape of business 
enterprises is used for policy interventions.

2. Questions related to access to finance need to be incorporated in the Economic Census data. In the interim period, as the 
Census takes a few years to complete, questionnaire of other large-scale surveys (such as Pakistan Social and Living 
Standards Measurement Survey (PSLM), planned to be initiated in FY21) can be amended and expanded to ascertain the 
business activity. 

3. An SME Survey may also be considered by the government through public private partnership or the relevant questions may 
be added in the relevant PBS surveys. The SME surveys should address at least following aspects i.e. i) financial access 
behaviour and major impediments, ii) alternative financial arrangements that replace the formal financial services and iii)  
insights on behavioural change strategies to convince domestic businesses to adopt formal financial services.

4. Access to �nance for Women owned businesses needs special attention with policies that are tailored to facilitate 
female entrepreneurs of Pakistan. One constraint highlighted in Access to Finance Survey, conducted by the State 
Bank of Pakistan in 2015, was availability of identi�cation documents (such as CNIC and formal registration of 
businesses among males and females) which makes it hard for women entrepreneurs to access formal sources of 
funding that require such documentation and are compelled to rely on informal sources of �nance. Resolving these 
structural constraints for women’s entrepreneurial activity and their access to �nance can help increase 
participation of women in the labour force.

5. Businesses should be made aware of the recently launched digital Secured Transactions Registry (STR). The STR has 
allowed �nancial institutions to record charges or security interests created by unincorporated entities or 
individuals on their movable assets. This will open up new avenues for small and medium enterprises and 
agriculture sector borrowers to secure credit from �nancial institutions, as they usually have limited immovable 
property to mortgage which severely impacts their ability to grow and expand.

 
6. Facilitating Innovative credit scoring model and use of non-�nancial data will help in facilitating businesses that do 

not have an established credit history with formal �nancial system. A number of local Fintechs are contemplating 
and deploying use of modern technology with innovative techniques to circumvent regulatory and operational 
hurdles to ease the lending process; these initiatives need support from industry stakeholders and policy makers. 
Regulatory easing, well-structured policies and an unambiguous framework are imperative to develop this aspect 
of the credit value chain.
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Survey Findings : Impact of COVID-19 on SMEs (April 2020)

Industry Note: COVID 19 and its Impact on Pakistan’s Digital Financial Services Landscape

Research Showcase

Karandaaz Pakistan conducted a 20 question online survey of SMEs during a two week period in April 2020. The survey gauges the 
impact of the lockdown on employment, financial stability and supply chain disruptions. Where possible, the survey results are 
presented by sector, province and size of business (in terms of annual turnover and employment). The survey also highlights the 
extent of awareness and utilization within the SME sector of refinance schemes made available by the State Bank of Pakistan (SBP) 
in response to COVID-19. Finally, the survey sought input from SMEs on the type of assistance required, so that timely and suitable 
support may be directed to them.

Karandaaz undertook a survey of 17 DFSPS and 8 
Fintechs across the country to understand the impact 
of COVID- 19 on the DFS ecosystem in Pakistan. The 
findings from the research indicate that 94 percent of 
the providers feel that adoption and usage of DFS, 
overall, will increase in the next three to four months 
(Figure 2). This might be a short-term impact, but 
provides a significant opportunity to influence user 
behaviour. Correspondingly, 69 percent of the 
respondents believe the mobile wallet adoption will 
increase in the next three months. Whereas, 25 percent 
suggest that adoption might not increase, but usage by 
current mobile wallet subscribers will increase (Figure 
3). Mobile wallet subscription has also been relaxed by 
the SBP, where, instead of bio-metric verification at the 
agent site, in-app biometric verification has been 
allowed. This is likely to have a positive impact on new 
account registrations. However, as agents remain 
closed due to lock down throughout the country, 
cash-in and cash-out challenges persist.

Businesses are coping with financial and supply chain shocks by reducing production costs, increasing digitization (especially for marketing and sales), 
and focusing on business development. 

58% respondents had laid off 
employees by April 2020

47% respondents had already 
reduced employee salaries

Part-Time/Contractual 
Employees have been most 
affected in terms of both salary 
reductions and layoffs

More than half of the textile 
sector respondents reported lay-
offs, especially in the part-time 
(52.4%) and daily wage (61.9%) 
categories

31% businesses reported a high likelihood of 
becoming insolvent within a month of 
lockdown

58.5% businesses cited salaries as a major 
expense (>50% of total cost) during lockdown

66% respondents are aware of government 
relief programmes. However, of 22% 
respondents currently borrowing, only 30.4% 
have applied for loan restructuring

84% businesses cited need for financial 
support in the form of subsidized and interest-
free loans, reduction in sales tax and 
deferment of utility bills (among others)

78.8% businesses reported 
disruptions in their supply chain 

78.6% exporters and 79.1% 
businesses selling domestically 
reported disruptions in their supply 
chain

Availability of Raw Material, 
Reduced Sales, and Limited 
Imports were cited as major 
disruptions

Other disruptions cited include 
Limited Transport, and Allied 
Industry Closure, among others

Top Line Findings

Is DFS becoming increasingly vital?

Bill Payment (including
utilities, school fee etc)

P2P Funds Transfer

E Commerce (including food
delivery, grocery etc)

All of the Above

Mobile Top Ups

As per our survey 69% of the DFSP respondents foresee an           increase 
in mobile usage and adoption…

23%

31%15%

15%

15%



Innovative Financial Solutions for SME Finance: Synthesis of Takeaways

Pakistan is one of the fastest growing populations in South Asia. It is the six most populous country in the world. The growth rate of 
females is higher than males constituting 48.8 percent of the total population. However, gender inequality has kept the country’s 
human capital from reaching its potential. Stark disparity is demonstrated in female literacy, female labour force participation, and 
female financial inclusion among other socioeconomic indictors on women. Only 6% of women in the country have access to formal 
financial services. Though State Bank of Pakistan (SBP), along with commercial banks and telecom companies has been trying to 
enhance financial inclusion through branchless banking and digital payments ecosystem, the population of formally served 
individuals through bank or other non-financial institutions is only 21 percent. Furthermore, only 1 percent of women are engaged 
in entrepreneurial activities as opposed to 21 percent of men.

Challenges and Barriers for Women:

•    Access to Finance
•    Lack of Knowledge, Skills and Motivation
•    Limited Access to Markets, Training and Networking

In light of the various challenges faced by women entrepreneurs in Pakistan, Karandaaz has conducted three rounds of Women 
Entrepreneurship Challenge since 2017- a flagship initiative of the organisation, funded by UK’s Foreign, Commonwealth and 
Development Office (FCDO). It provides growth capital to women led businesses to demonstrate their commercial viability for 
investment and making their portfolio bankable. The efforts are expected to improve access to finance for women and motivate 
banks and other financial institutions to develop financial products customised to the needs of women led businesses.

COVID-19: Time to Invoke the Clause on Roaming Agents

Clause 9.10 (a) of BB Agent Framework read with section 2(c) & 2(d) of BPRD circular Letter No. 06 of 
2020 dated March 169 may allow FIs to use roaming agent. As per the BB Agent Framework, roaming 
agents are allowed in case of a calamity, disaster and for G2P payments.10 FIs may share their plan on 
relocation of their agents and use of roaming agents during the COVID-19. It is also proposed that the SBP 
may:

• In order to provide clarity, invoke section 9.10(2) of BB Agent Framework to allow roaming 
agents in the wake of COVID-19 and for G2P payment disbursements till 30th September, 
2020. This would also allow use of innovative ADCs such as ride hailing and logistics 
companies and postmen of 13,000 post o�ces of Pakistan Post to provide timely relief and 
access to �nancial services at the doorstep, especially, in rural and far �ung areas and for 
those havi006Eg mobility issues such as the elderly, people with special needs and 
women11. Continuing use of roaming agents in normal circumstances may be decided in 
due course. 

• Declare Branchless Banking agent services including roaming agents as essential services to 
allow provision of ubiquitous BB services during period of travel restrictions due to 
lockdown across the country. It will facilitate BB players in getting exemptions from 
restrictions imposed by Law Enforcement Agencies (LEAs) in the wake of COVID-19.

18
Investments

PKR 340M
Invested

~PKR 700M+ Revenue Generated
by Portfolio Companies
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Measures by Central Banks to Curb the Economic Impact of COVID-19 

As casualties and uncertainty due to the COVID-19 pandemic continue to rise, central banks across 
the globe are putting in place extensive quantitative easing measures to ensure availability of 
finance/liquidity and smooth operations of global financial markets. Although effective in ‘flattening 
the curve’, lockdowns have unarguably taken a heavy toll on businesses across the globe. With low 
cash reserves, small businesses especially are finding it difficult to manage operating expenses, 
employee salaries and debt obligations. A closer look at the different measures introduced by central 
banks reveals that the majority have come forward to ensure preservation of existing capital, curtail 
capital flight, and provide availability of short-term liquidity to domestic businesses.

• Monetary Policy Committees (MPCs) have been announcing rate cuts. In an e�ort to 
pass on the bene�t of lower rates to the real economy, both China and UK have 
structured their relending schemes such that additional liquidity is to be provided to 
banks and FIs that expand their respective SME portfolios at rates closer to prevalent policy rates.

• Central banks have taken steps to enhance liquidity in the market through purchase of short-term commercial paper 
and downward revision in the reserve requirements for �nancial institutions. Another initiative is the establishment 
of speci�c central bank backed SPVs to purchase short term instruments directly from investment grade issuers, 
including SMEs, to restore the market’s con�dence in these entities. 

• To encourage banks not to retrench and continue lending, various risk sharing mechanisms have been designed via 
targeted credit guarantees (with 70-85% risk coverage). With such mechanisms, central banks have tried to share 
risks associated with SME lending in these uncertain times, not only to ensure the continued �ow of capital to SME 
borrowers but also to commit support to �nancial institutions during the prevalent situation.

• Along with debt moratoriums and relaxations in loan restructuring guidelines, special relending schemes have been 
announced to extend working capital lines to SMEs with no or low collateral requirements and at concessional rates.

• Financial support is being extended, especially for SMEs, to cover interest payments and any lender-levied fees for a 
certain period within the loan tenor to help such entities build and conserve cash reserves.

• Less stringent requirements on applications and documents to enable timely processing of loan applications, 
leading to quick disbursements.

• Financially include the bene�ciaries of current G2P schemes by disbursing �nancial assistance of Ehsaas Emergency 
Cash initiative and other provincial relief schemes, duly veri�ed by NADRA, directly into the bene�ciaries’ accounts. 
People with mobility issues such as elderly, di�erently abled persons with special needs and women would require 
special arrangements for opening of bank accounts and delivery of banking services at their doorstep. BB services 
and roaming agents would play a critical role in disbursement of �nancial assistance at the doorstep to this 
vulnerable section of the society having bona �de mobility issues. Provinces may also provide tax incentives in line 
with the federal government’s waiver of 24% advance income tax on commission of agents for Ehsaas related 
payments



Under BISP
PKR 214.1 billion for 9.1 million beneficiaries in FY 2019-20 up from

PKR 116.5 billion for 5.78 million beneficiaries in FY 2018-19

PKR 144 billion allocated under

Ehsas Emergency Cash Programme
to provide cash relief to 12 million poor families

Economic Survey of Pakistan FY 2019-20

Infographics

Source: Pakistan Economic Survey 2019-2020

Agricultural
Sector

2.67%

Industrial
Sector

-2.64%

Services
Sector

-0.59%

GDP

-0.38%

GDP and Economic Sectors’ Growth

Current Account deficit reduced to US 2.8 billion
in July-March 2020 compared to US 10.3 billion
last year which is a 73.1% decline (mainly due to

import compression).

In July-April 2020 exports
declined by

3.9%

In July-April 2020 imports
decreased by

16.2%

Trade

Jobs Lost in Q4 2019-2020
1.4 million jobs or 2.2% of the workforce

Federal Government’s PM Emergency Relief Package

Relief Package to Tackle Unemployment Caused by COVID-19

Tax refunds of Rs 100 billion 
to industrial sector

Allocation of Rs 200 billion 
for daily wage labour

Rs 100 billion package for 
the construction industry

Rs 1.9 billion for deserving families and tax exemptions 
of Rs 5 billion for business community

Rs 10 billion relief for 2.5 million      
daily wage labour

Rs 20 million for each district for food needs of daily 
wage labour

Government of Punjab 

Government of Sindh

Government of KP

Rs 6 billion allocated as relief for daily wage labour
Government of Balochistan

Social Protection Programmes
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NFIS Extended Action Plan 2023 - Implementation Progress

Asaan Mobile Account
(AMA) Scheme

Micro Payment Gateway
(MPG)

Gender Mainstreaming
Policy

SBP, PTA and NADRA collaborating to 
develop an interoperable USSD platform 

for accessing and usage of digital 
financial services from anywhere, at 

any time.

SBP and Bill & Melinda Gates Foundation 
(through Karandaaz) is implementing a 

state of the art faster payment system to 
further develop digital financial services 

and reduce reliance on cash.

SBP’s “Banking on Equality: Policy to 
Reduce the Gender Gap in Financial 
Inclusion”. The policy aims to bring a 

shift towards women friendly 
business practices.

FY 2021 projection

Future

10.7%

Inflation

July-Apr FY2019

6.5%
July-Apr FY2020

11.22%
Past Present

Financial Literacy Initiatives

SBP and National Institute of  Banking and 
Finance (NIBAF) initiated the roll out of          

National Financial Literacy             
Program for Youth (NFLP-Y)                                      

- a 5-year program to be implemented in 
45 districts to train 1.6 million children, 
adolescents and youth by March 2023

Until February 29, 2020, 18,508 
programs for 551,788 beneficiaries 
had been conducted by participating 

banks

Adults
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Ali Sarfraz is CEO of Karandaaz Pakistan. Ali has vast experience of leading initiatives in private, 
public, and not-for-profit sectors. He was engaged in advising private sector firms while working in 
senior strategy and operational roles in Asia and Europe. He also developed new strategies for 
increasing revenue streams of a major mobile operator in Pakistan. While working in senior policy 
positions in public sector, he focused on building conducive business environments, developing 
skilled workforce, and adopting technology use for the government. He has an MBA from INSEAD 
and BS in Electrical Engineering from University of Texas, Austin.

Following are the edited excerpts of conversation BR Research had with Karandaaz CEO on the 
financial and economic impact of COVID-19:

BR Research: Let’s begin with what are key focus areas for Karandaaz currently?

Ali Sarfraz: Karandaaz Pakistan is a not for profit company established in August 2014 to promote 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. Karandaaz capital uses multiple strategies for providing capital to target enterprises. These 
generate broad based employment in Pakistan and financial returns for Karandaaz. Our digital arm provides infrastructure and 
technical support to promote financial inclusion through technology-enabled solutions. The Innovation vertical manages Innovation 
Challenge Fund and Women Ventures and provides risk capital and grants to generate innovative yet practicable solutions for solving 
complex problems in areas of financial inclusion and entrepreneurship.

And lastly, our knowledge management and communication function 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 eco-system to promote financial inclusion in Pakistan. We work 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. Funding from the 
UK Department for International Development and the Bill & Melinda Gates Foundation enables Karandaaz to pursue its goals.

BRR: What is your reading of the weaknesses and the opportunities lost or those that still exist in the ongoing pandemic?

Ali Sarfraz: Digital financial services and E-commerce are much relevant than ever. Customer behavior is poised to change (i.e. 
avoiding large crowds, person to person contact, waiting lines), with a preference for online channels to initiate and complete 
transactions. Karandaaz undertook a survey of 17 DFS providers and 8 Fintechs across the country to understand the impact of 
COVID-19 on the DFS ecosystem in Pakistan. Over 90 percent of the providers felt that adoption and usage of DFS, will increase in the 
next three to four months. 69 percent of the respondents expected a surge in new mobile wallet accounts in the next three months; 
while 25 percent suggested that adoption might not increase, but usage by current mobile wallet subscribers will increase. 
Contactless payment initiative needs to be accelerated. Awareness campaigns to educate DFS usage and creating trust for utilising 
DFS will be imperative moving forward. Fintechs may find themselves at the forefront of providing innovative solutions. Previously, 
the conventional financial sector players had resisted adoption of new technologies, current circumstances provide an opportunity for 
larger financial institutions to adopt new and innovative solutions.

Some key opportunities are the development of digital lending solutions, including credit scoring models to provide fast and sufficient 
liquidity; digital KYC solutions, including in-app biometric verification modules; crowdfunding platforms to support small businesses; 
utilisation of roaming agents, especially for cash transfers to the elderly, and people with special needs; and one-window access for all 
DFS providers so that consumers do not have to download multiple applications to undertake transactions.

Speaking of challenges, documentation and data availability is the weakest link. As 75 percent of Pakistan’s economy is informal in 
nature, extending support to these undocumented businesses, has become a challenge due to data limitation. It has been 15 years since 
last economic census. The incumbent government and Small & Medium Enterprise Development Authority (SMEDA) are taking 
electricity connection as proxy to identify these undocumented businesses and it is widely accepted that an updated survey is needed. 
Given the current scenario, financial institutions are facing a liquidity squeeze and an asset liability mismatch. Businesses, with stressed 
internal cash flows are likely to fully tap their approved borrowing lines.

This is exacerbated by the slow asset conversion rate, the process of converting products and services into invoices, invoices into 
receivables and receivable into cash come under pressure, thereby reducing ability to pay back debt. Extended debt moratoriums will 
further keep the overall liquidity in check. An economic slowdown may potentially result in many MFIs moving towards insolvency given 
restructurings, and deferrals. Around 866,000 borrowers are expected to be approved with the principal deferments and loan 
restructurings. With the subdued economic activity and the overall uncertainty, it is hard to ascertain if these businesses will be 
successful in meeting their obligations as per the rescheduled terms. This would induce financial institutions to take a precautionary 
approach, which would further take focus away from riskier clientele such as SMEs and micro segment.

Fintechs at forefront of providing innovative solutions

Business Recorder Interview
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BRR: What will the post COVID-19 recovery be like?

Ali Sarfraz: The pandemic has worsened after easing in lockdown in Pakistan, with thousands of new cases reported on daily basis. 
Across the globe analysts have been arguing whether it’ll be a “V”, “U”, “W” or even a most pessimistic “L” shaped recovery, but with this 
current situation it is just really hard to predict the form it will take. Many believe that, only a vaccine can allow economic activity to 
return to the pre-pandemic baseline. Even once the economy starts to reopen, measures will likely be put in place that curtail 
economic activity to some degree – travel will be less common, businesses will have to space workers and customers further apart, 
restaurants will be serving fewer customers at a time, and sporting events, concerts, and other activities involving large crowds 
probably will remain off limits for a long time. And even if the rules allow, many people may be reluctant to return to life as it was 
before the pandemic. So, one thing is certain that there will likely be no quick recovery. Retrieval of consumption will play a major role, 
which depends on the ability and willingness of households. Increasing number of infections will also put a strain on household savings 
in terms of high healthcare costs, policy interventions to prevent our businesses (especially MSMEs) from bankruptcies and 
unemployment will be very crucial, and will depend on state of the overall fiscal space. Increasing number of infections will also put a 
strain on household savings.

The SBP and SECP have been very proactive in rolling out solutions to strengthen the domestic financial industry and support local 
businesses in these stressed times. However, a coherent approach is necessary to align the prevalent regulatory frameworks to make 
the regime less ambiguous and more encouraging for financial institutions. Donor agencies can play a vital role in mobilising interest 
and ensuring the availability of resources. In addition, partnerships among industry players and institutions are imperative. Those 
entities which are digitally ready to offer products and services will be on a faster recovery because they will be able to reach their 
customers securely, swiftly and less expensively.

BRR: How do you think the financial industry will change post COVID-19?

Ali Sarfraz: Global economy is witnessing a severe economic shock; governments and central banks across the globe are busy 
designing and rolling out fiscal and monetary stimulus packages, primarily, to provide liquidity to the financial markets, support to 
small and medium sized business that are considered most vulnerable and direct cash support to households affected by the 
lockdown. Financial institutions (FIs) have become the medium to channel these stimulus packages to the real economy and as the 
situation is still evolving, rapid delivery system is essential. FIs are experiencing a period of intense activity and that too with limited 
physical presence. Institutions that have adapted quickly and can respond efficiently to the higher volume of requests, have an 
opportunity to increase their reputation, value and market share across the industry. For seamless business continuity it is crucial to 
have a secure remote access among banks’ employees, customers and third parties. Secondly, with banks’ reduced physical presence, 
one of the biggest opportunities to come out of the COVID-19 crisis is customers’ rapid uptake of digital banking. Customers are using 
contactless payments more; in Hong Kong, the use of digital tools in retail banking has increased from 40 percent to 80 percent in 
recent weeks. Covid-19 has fast forwarded the arrival of digital and challenger banks.

BRR: COVID-19 is said to have already increased digital adoption in many countries including Pakistan. Do you think this pandemic 
could be the tipping point for digitisation in Pakistan?

Ali Sarfraz: Covid-19 has pushed the agenda of digitisation. We have seen progress on both supply and demand side. On one hand, 
banks have advertised and facilitated digital payments and on the other hand, consumers have also shown increased preference 
towards digital transactions over cash. However, this increase has primarily been observed in the existing customers who have shifted 
to digital channels. It is a bit too soon to conclude that Covid-19 has shifted the demand curve permanently or will consumers shift 
back to using cash once things go back to normal. Move over, while digital payments have increased on e-commerce, proximity 
payments (e.g. merchants) are still dominated by cash.

While I would agree that the pandemic has resulted in re-thinking of the business models and also pushed policy makers to consider 
digitisation more favorably, however, I do not believe that it has brought Pakistan to the tipping point of digitisation. Pakistan does not 
have the needed underlying national infrastructure to support digitisation of mass use cases and hence we continue to see niche 
efforts. For example, with tele-density at 78 percent, the mobile coverage for internet is still low and expensive; internet reliability is 
still questionable, smartphone penetration is still low, and the banks are not motivated to serve the unbanked, be it individuals or SME 
sector and the value chains are still used to manual way of working. Pakistan lags its peer countries in mobile broadband accounts for 
less than 5 in 10 mobile connections. Pakistan has a persistent ‘coverage gap of 54 percent (people who have coverage but do not 
subscribe to mobile broadband. Pakistan also scored 39.8 in the GSMA’s latest Mobile Connectivity Index, compared to an average of 
45.7 for South Asia. Smart phone penetration as a percentage of all connections is just 49 percent, while South Asian average is 60 
percent. Resultantly, cash circulation remains high with people preferring to use cash over digital and documented means of 
transactions.

BRR: Do you think increase in digital adoption could be extended to female financial inclusion? If not, why?

Ali Sarfraz: Pakistani consumers come from diverse socio-economic backgrounds. There are great barriers and challenges that inhibit 
female financial inclusion. On top are the social barriers such as women not opening accounts in their names and their lack of mobility. 
Then the need for undifferentiated documentation required to open accounts poses issues for a large majority of women whose 
source of income is informal. While the pandemic has not shifted anything to motivate the banks to target female customers, we do 
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see that with general increase in digital payments, female participation has also increased.

BRR: Karandaaz has a special focus on female financial inclusion. How vulnerable are women economically to COVID-19?

Ali Sarfraz: Let us begin by looking at the economic status of women in the country. Only a quarter of total female population 
participate in the labour force, of which 75 percent are in the informal sector, and account for 65 percent of home-based workers as 
per Labour Force Survey 2014-15. Only 11 percent contribute to GDP in terms of paid work. Informal employment does not protect 
from income shocks and is the first line of casualty in economic downturns. About 8 percent of Micro Small and Medium Enterprise 
(MSME) owners are women. Access to finance is 6 percent, and only 1 percent of women are engaged in entrepreneurial activities as 
opposed to 21 percent of men. One of the key manifestations is employment of women in the health sector, which disproportionately 
exposes them to COVID-19. Women and adolescent girls take disproportionate responsibility for care burdens, which creates a 
negative impact on their economic empowerment. Unemployment and women’s overrepresentation in the informal sector heighten 
their vulnerabilities during crises and the gender digital divide will negatively affect their ability to receive vital support and services 
or adapt to businesses or roles as employees due to constraints posed by social distancing. Pakistani businesswomen are facing drastic 
income losses since the virus broke out. Recent analysis shows that women owned microenterprises, traditionally smaller than male 
owned counterparts, are more likely to lose their entire revenue during the pandemic (World Bank). It is a challenging situation for 
women employed as well – as most are part of informal employment and these jobs are the first to go during economic slowdown.

Like other businesses, since March, Karandaaz’s own portfolio of women led businesses also faced slow down to complete halt of 
business operations while fixed cost liability remained. SMEs generally are a high-risk category of clients for banks and 
businesswomen face an added bias. Businesses are exposed to severe liquidity crisis. The timelines for receivables have almost 
doubled for businesses in manufacturing; in the absence of external support, most were prepared to lay off staff.

BRR: SMEs are the most affected by the ongoing pandemic and the number of expected layoffs and job losses are brutal. How do 
you see the situation unfolding?

Ali Sarfraz: The current pandemic is still unfolding the impact on the overall economy and specific sectors. However, as per the 
preliminary survey by SMEDA covering 920 SME respondents, we have an initial estimate of the possible impact on the SME sector. 
Due to closure of businesses and disruption in supply chains, 48 percent of the respondents have reportedly laid off their employees, 
however, 26 percent of them plan to rehire the staff. These SMEs employ more than 19,000 workers and more than 8,000 daily 
wagers. In Karandaaz’s equity portfolio, SMEs have reported reduction in topline and delays in expansion plans however, no 
employees were laid off. The temporary logistics issues are fading out as government has eased lockdown in the country. In the credit 
portfolio, partner banks have approved requests of deferrals of principal and interest payments by SME borrowers, particularly in 
auto, fleet and wholesale & trade sectors. According to SBP, banks have also approved financing of over Rs40 billion for 500 
companies for providing wages and salaries to their employees.

BRR: Which sectors are you targeting for your growth capital?

Ali Sarfraz: Agriculture and healthcare have emerged as defensive sectors amid the coronavirus pandemic while construction sector, 
particularly cement and steel are expected to grow post pandemic. Karandaaz expects sizeable investment opportunities of Rs1-3 
billion in the next 12 months. Although climate change, pest attacks, and shortage of water remain a challenge to the sector, but the 
agri sector has capacity to produce not only as per domestic demand but for exports as well. In addition, Food and Beverages industry 
is the 2nd largest industry of the country after textile sector. Food sector outlook remains strong as supermarkets are gaining more 
popularity as a shopping venue and account for almost 10 percent of retail sales. In health sector, Pharma companies have been given 
exemptions from custom duty on import of raw material by manufacturers of syringes and saline infusion sets, and on import of 
diagnostic kits for cancer and Coronavirus patients. Healthcare outlook looks strong as the federal government is exploring 
opportunities to increase healthcare spending through Technical Assistance program from World Bank. The construction sector has 
emerged as a key beneficiary in the FY21 budget with special incentives. FED on cement has been reduced by Rs250 per ton (currently 
Rs2,000/ton) and the regulatory duties on hot rolled coils (HRC) of Iron and steel have been reduced to spur growth in construction 
sector.

BRR: What are the key initiatives that you have taken or plan to take to support key growth sectors?

Ali Sarfraz: Karandaaz has recently provided funding to its existing investee company, Excel Labs to initiate COVID-19 testing. With 
this funding, Excel Labs is building its capacity to carry out an estimated 500 tests daily and more than 10,000 tests a month. This 
emergency response will help the country build critical testing capacity to test, track and control the spread of COVID-19. In addition 
to the financing at zero percent mark-up, a grant by Karandaaz will also be provided to Excel Labs for subsidising around 4,000 tests.

Subsidised tests will be available to vulnerable categories, including those above 65 years of age, doctors and nurses exposed to the 
Corona virus, and poor individuals who cannot afford the test. Karandaaz plans on working with other existing investee companies in 
food, healthcare and logistics sectors and partner financial institutions to provide further investments and capacity building to SMEs.
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*This interview first appeared in the daily Business Recorder on June 22, 2020.



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 Foreign, Commonwealth and Development Office (FCDO) 
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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