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Pre-COVID, firms in Afghanistan identified access to finance as a major constraint: these 

challenges will have to be taken into account when implementing new measures

Supporting firm liquidity and recovery in Afghanistan

Low financial 

inclusion and literacy

Small formal financial 

system

• 14% of adults are 

considered financially 

literate

• 85% of Afghans are 

unbanked (77% 

men/ 93% women)

• Credit to the private 

sector is low: 1.2% of 

GDP in 2020

• Low digital 

connectivity

• Underdeveloped banking 

sector, large regional 

differences (60% of loans 

are provided in Kabul)

• Limited alternative 

sources of funding

• Highly dollarized 

economy which affects CB 

capacity to help illiquid 

domestic banks

• Large reliance on 

informal lending (hawala)

Tight bank credit 

conditions 

• Loans remain 

expensive (high 

interest rates) with 

short maturities

• Loans to small firms 

can be even more 

expensive

• Collateral 

requirements remain 

an issue in the context 

of weak property rights

High information 

asymmetries

• Limited trust in 

entrepreneurs, poor 

financial documents 

and applications are 

causing high rejection 

rates 

• Non-Performing Loans 

ratio at 14.5% in 2020

• Banks lack information 

on the SMEs’ credit-

worthiness (limited 

Public Credit Registry)

Demand-side Supply-side
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Limited fiscal space and public capacities have restricted the government’s ability to put 

in place country-wide measures to counter the COVID-19 crisis

Overall Containment Macroeconomic Fiscal  and other measures (for firms)

Policy 

response

Containment 

measures

Health 

support

Income 

support

Incl. prudential 

regulations
Financial Taxation Digitalisation

K
A

Z Highly 

responsive
Yes Yes Yes Yes Yes Yes Yes

M
N

G Highly 

responsive
Yes Yes Yes Yes Yes Limited Yes

U
Z

B Highly 

responsive
Yes Yes Yes Yes Yes Yes Yes

A
F
G Constrained 

response
Yes Yes Limited Yes Limited Limited No

K
G Constrained 

response
Yes Yes Limited Yes Yes Limited Yes

T
A

J Limited 

response
Limited Limited Limited No No No No

T
U

R Limited 

response
Limited No No No No No No
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Central Asian peers can provide useful examples of ways to support firm liquidity during 

COVID-19

Supporting firm liquidity and recovery in Afghanistan

Uzbekistan’s measures to ease firm 

liquidity and returning migrants

Kyrgyzstan’s co-operation with 

development partners

• Partial compensation for loan 

interest expenses and a guarantee 

in the amount of up to 50% of the 

loan amount 

• Facilitated access to credit 

guarantee schemes for returning 

migrants, coupled with upskilling 

programmes

• Other measures: tax deferrals; 

moratorium on tax audits/ 

bankruptcy procedures; easing of 

VAT calculation/ payment 

requirements; no excise tax and 

customs duties for imports of basic 

goods; suspension of rent payments

• Preferential financing for firms in 

export-oriented, processing and 

food security sectors, coupled with 

simplified procedures

• Local banks have lowered the 

minimum credit threshold 

• The EBRD offers concessional 

financing for SMEs and emergency 

financing mechanisms to guard the 

liquidity of banks

Kazakhstan's 

expanded SME Fund

• DAMU has provided SMEs and 

individual entrepreneurs with 

subsidised, concessional, and 

guaranteed loans (>KZT 300bn, 

€600m )

• A second programme is intended at 

supporting the working capital for 

SMEs in the most affected sectors. It 

has been extended until end of 

2021, for a total amount of KZT 

800bn (€ 1.6bn)

• Digitalisation of financing requests: 

online.damu.kz
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Immediate fiscal measures should be taken to help Afghan formal and informal firms

Type of support
Some key measures in 

Afghanistan
Way forward

Provision of liquidity 

for formal firms

• Liquidity support for 

businesses by IOs

• Financial support to firms 

in the agribusiness sector

• State-guaranteed loans with delayed repayment schedules with the 

support of IFIs and of ACGF

• Low-interest or interest-free loans guaranteed by the Central Bank to 

MSMEs, focused on hard-hit sectors

Provision of liquidity 

for informal firms

Currently largely through 
Hawala financing

• Specific financial support programmes for informal firms and 

workers to incentivise registration (eg Morocco) 

• Expand digital transfers and solutions

Improvements in the 

lending infrastructure 
N/A

• Facilitate the opening of bank accounts; free digital banking 

opportunities (Colombia)

• Creation of a loan distress fund (OECD countries) with donor support

Non monetary support 

measures

• Extensions for payments, 

including salaries and rent

• Waiving electricity bills for 

1.5m Kabul residents 

• Revenue reliefs: postponement and/or exemption of license renewal 

fees, electricity, rent on State property; suspension of some business 

tax payments, social, pension and municipal taxes

• Encourage commercial banks to restructure loans and drop penalties 

for missed payments or maintain borrowers’ credit rating

Supporting firm liquidity and recovery in Afghanistan
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Focus on financial inclusion: 

investments in digital connectivity could provide options for innovative policy responses 
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Account ownership at a financial institution/ mobile-money-service provider (% of pop., 2017)
% of Internet users
% of mobile Internet users
% of broadband connections (3G-5G)

• Informal lending practices 

predominate across Afghanistan 

(estimates range up to 90%)

• Amidst COVID-19, direct financial 

support to firms was hindered by 

large informality 

 Digital methods may supplement 

other more traditional ways to identify 

firms with financing needs:

• Brazil: smartphone app to identify 

eligible recipients (50m. users)

• Morocco: cash transfers 

conducted via a website

• Costa Rica: transfers went hand in 

hand with digital bank accounts

Account ownership and digital connectivity 

indicators in AFG, KYR and TJ
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Longer-term support will be needed to improve access to finance for SME recovery and 

growth

Recommendations Main Highlights in Afghanistan Way Forward

Better define and co-

ordinate government 

programmes to support 

SME access to loans

 SME strategy in process

 SME support programme presented to HEC

 ACGF expanded across the regions

 Finalise SME strategy including access to finance

 Map SME financial programmes and involve 

donors to expand them

 Develop and expand the ACGF

Improve the conditions to 

develop alternative financial 

instruments

 Hawalas can register their activities with the 

Central Bank

 Business incubators and start-up financing 

has been expanded

 Support existing initiatives and integrate them 

into the SME strategy 

 Better understand and answer to start-up needs

 Better adapt microfinance and Islamic finance

 Explore diaspora financing

Improve financial education 

 A financial inclusion strategy (2020-2024) 

and corresponding tools developed

 National Committee for Financial Inclusion

 Develop a financial literacy plan as part of the 

financial inclusion plan

 Better co-ordinate existing training initiatives 

and create a dedicated Working Group 

 Consider adherence to the OECD International 

Network for Financial Education (INFE)

Supporting firm liquidity and recovery in Afghanistan
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Thank you
For more information

https://www.oecd.org/eurasia/

https://twitter.com/OECDGlobal

Talisa.zurhausen@oecd.org

mailto:Talisa.zurhausen@oecd.org

