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There has been considerable interest from the donor and investor community in the 

microfinance sector in Pakistan. As a result, various types of funding have been made 

available to the sector stakeholders. This paper gives a brief overview of these 

different funds, their purpose, size and source. Although the major focus is to highlight 

existing and future initiatives, the more important past initiatives are also included. 

Figure 1 shows the types of funding covered in the paper.

No: 09    August 2009

By ABAN HAQ & MAHEEN SALEEM

FUNDS FOR 
MICROFINANCE IN 
PAKISTAN: AN OVERVIEW

BACKGROUND

Figure 1: Different Types of Funding for Microfinance in Pakistan

Information has been obtained through interviews with relevant staff of the 

donors/investors and other sector stakeholders such as the Pakistan Poverty 

Alleviation Fund (PPAF) and State Bank of Pakistan (SBP). 

The chart below summarizes information on these types of funding for Pakistan. Some 

information on initaitives which are not country-specific but have implications for the 

sector are also included towards the end.

NOTE: Considerable effort has been made to corroborate the information presented. If any errors remain, kindly email corrections to 

info@pmn.org.pk  

Types of Funding
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1.  ASIAN DEVELOPMENT BANK (ADB): 

http://www.adb.org/Projects/project.asp?id=29229 

2. INTERNATIONAL LABOR ORGANIZATION (ILO)

3. SWISS AGENCY FOR DEVELOPMENT AND COOPERATION (SDC) 

ADB has been one of major providers of funds for the microfinance sector in Pakistan. 

The Microfinance Sector Development Program (MSDP), which was launched in 2001 

and ended in 2008, consisted of two loans.  Under the first loan, US$ 74 million was 

provided to Khushhali Bank (KB) to support its small and micro lending activity, and 

approximately US$ 10 million was provided for operational and technical support to KB. 

Under the second loan, US$ 70 million of budgetary support was provided to the 

Government of Pakistan. The disbursement of part of this second loan was conditioned 

upon the enactment of a law providing a legal and regulatory framework for 

microfinance (the Microfinance Ordinance, 2001). For complete information on the 

MSDP, please see 

ADB's Improving Access to Financial Services Program (IAFSP), initiated in 2006 and 

completed in 2009, aimed to expand access to sustainable institutional financial 

services for poor and low-income households at competitive prices. IAFSP consisted of 

a US$ 300 million policy loan, a US$ 2 million technical assistance program, and a US$ 

20 million loan used to create a fund administered by the State Bank of Pakistan (SBP). 

The income of this fund is to be utilized for institutional strengthening, capacity building, 

and financial literacy programs (see table above for details of this fund). 

Another ADB initiative was the New Bank Fund created under the Rural Finance 

Development Program and administered by SBP. The fund was created to provide 

funding for provincial cooperative banks (PCBs) which transformed into microfinance 

banks (MFBs). However, since no PCBs have transformed into MFBs, no monies have 

been disbursed from the fund.   

ILO’s current theme of ‘promoting decent work’ cross cuts its initiatives in microfinance 

as well.  Most of the funding under its microfinance programs is available for: a) Action 

research through MFPs to identify deficits in achieving decent work standards at their 

clients’ level. The first round of projects is currently underway and the second round is 

anticipated next year. b) The micro-insurance facility: this facility pools ILO resources 

with US$ 33 million donated by the Bill and Melinda Gates Foundation to funds pilots in 

micro-insurance. Proposals under this facility are currently being solicited. 

ILO does not provide funding for on-lending purposes.  All funding by ILO is in grants.

Although the SDC has been actively engaged in the microfinance sector in the past, 

this involvement is expected to be rolled back significantly post 2011. Decisions 

regarding development aid to Pakistan will be clearer by September 2009 after the 

Swiss parliament decides on the issue. SDC’s involvement in microfinance in the near 

future will fall under: a) honoring current commitments b) creating linkages between 

NGOs and the private sector as part of corporate social responsibility (CSR) initiatives, 

and c) under the Afghanistan and Pakistan Stabilization Programme, which is a long 

term engagement for supporting development in the border areas.  
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4. UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT (USAID) 

Microfinance is one of the activities to be supported under the Kerry-Lugar Bill, which 

commits $ 1.5 billion per year in assistance to Pakistan for fiscal years 2010 through 

2013 (see section 102–(3)-C of the Bill) . Focus is to be on programs to improve lives of 

girls and women. USAID thus plans to play a major role in the microfinance sector in 

Pakistan in the coming years. Currently, USAID is working on a strategy and engaging 

with different stakeholders to understand how it can compliment existing initiatives in 

the sector. 
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DFID Department for International Development (UK)

FATA Federally Administered Tribal Areas 

GoP Government of Pakistan

IFAD International Fund for Agricultural Development

MFB Microfinance Bank

MFI Microfinance Institution

MFPs Microfinance Providers 

MIOP Microfinance Innovation and Outreach Programme

NWFP North West Frontier Province

PPAF Pakistan Poverty Alleviation Fund

PRISM Programme for Increasing Sustainable Microfinance

SBP State Bank of Pakistan

TA technical assistance

UNDP United Nations Development Programme

WB The World Bank

PKR/1US$ = 81.43

PKR/1€ = 113.73

EXCHANGE RATES (9TH JUNE 2009):

ACRONYMS
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