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Abstract

This study examines the impact of microfinance on the growth of small and
medium enterprises (SMEs) in Afghanistan. SMEs form a major part of the
country’s economy, yet many face persistent challenges in securing credit from
formal financial institutions. This significantly hampers the growth of SMEs and
calls for empirical studies to unveil the influence of microfinance on SMEs growth.
Accordingly, this study is an attempt to understand how specific microfinance
services influence SMEs growth. The study focuses on four key microfinance
related factors i.e. loan availability, loan size, loan conditions, and loan usage. A
quantitative research design was used to collect the data through a structured
questionnaire from 255 SMEs owners and managers who had received
microfinance services. Descriptive statistics, correlation analysis, and multiple
linear regression were applied to determine the effect of each loan-related variable
on SMEs growth. The results show that all four variables positively and
significantly influence SME performance, with loan usage emerging as the
strongest predictor. SMEs that used their loans for productive purposes recorded
higher levels of growth. Theoretically, this study helps to understand the role of
microfinance towards SMEs growth in a relatively complex and vulnerable context
given the country’s circumstances (political instability, war-like situation etc.).
Practically, the findings suggest that microfinance institutions should improve loan
accessibility, ensure appropriate loan sizes, and provide flexible terms to support
SMEs growth. The strong influence of loan usage highlights the need for financial
management support to help SMEs owners utilize borrowed funds effectively.
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Overall, the study offers insights that can guide policymakers and microfinance providers in
promoting SMEs in Afghanistan.

Keywords: Microfinance, SMEs growth, loan availability, loan conditions, loan usage,
Afghanistan.

Introduction

Small and medium enterprises (SMEs) form a major part of Afghanistan’s private sector and remain
essential to job creation, income generation, and local economic stability (World Bank, 2018; UNDP, 2020).
In a fragile and evolving economic environment like Afghanistan, SMEs often play a role similar to that
performed by large industries in more developed economies (OECD, 2017). They provide employment to
thousands of people and support small-scale production, service delivery, and entrepreneurship across the
country (International Labour Organization [ILO], 2019). Because of their widespread presence and ability
to operate even in uncertain markets, SMEs are often seen as an engine for economic recovery and
community resilience (Asian Development Bank [ADB], 2021). This aligns with prior research
emphasizing how service-related improvements significantly influence performance outcomes in business
environments (Zaheer, Sadiq, & Safi, 2025). Their growth, however, depends heavily on access to finance,
which remains one of their most persistent and critical challenges in Afghanistan (World Bank, 2020; IFC,
2019).

Access to microfinance in Afghanistan has historically been limited due to the narrow reach of the
formal banking sector, particularly outside major urban centers (World Bank, 2017). Strict collateral
requirements imposed by commercial banks make it difficult for SMEs to secure loans, while lengthy
approval procedures often discourage small business owners from applying for formal credit (Da
Afghanistan Bank, 2018; IFC, 2019). As a result, many businesses are unable to meet traditional banking
criteria, contributing to the emergence of microfinance institutions (MFIs) as an alternative source of
financing (UNDP, 2020). MFIs were established to bridge this financing gap by providing smaller loan
amounts with simplified procedures, thereby improving access to credit for SMEs excluded from
conventional banking systems (Asian Development Bank [ ADB], 2019). Over the past two decades, the
role of MFIs has become increasingly significant as microfinance has evolved into one of the most practical
financial tools for supporting small business operations in Afghanistan (World Bank, 2021; Microfinance
Investment Support Facility for Afghanistan [ MISFA ], 2020).

The context of Afghanistan highlights why microfinance is considered critical. According to the
Afghanistan Microfinance Association (AMA, 2021), over 314,000 borrowers were active in the

microfinance sector, and loan disbursements continue to grow each year. Institutions such as First Micro
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Finance Bank (FMFB), OXUS, FINCA, and other non-governmental microfinance providers have expanded
their outreach to provinces. International partners have also contributed to strengthening SMEs growth.
For instance, the World Bank’s EMERGe project (2024) focuses on increasing access to finance for small
businesses, particularly women-led SMEs, while UNCDF (2024) introduced a portfolio guarantee facility
aimed at reducing lending risks for microfinance providers. These developments demonstrate a growing
recognition that SMEs cannot grow without improved financial access, and that MFIs are central to
providing that support.

Despite these microfinance related development, many Afghan SMEs still struggle to obtain adequate
financing. Several challenges persist in terms of limited loan amounts, rigid repayment schedules, high
perceived risks, and a lack of financial literacy among borrowers. While microfinance has expanded in
reach, questions remain about how effectively these loans contribute to SME growth in practice. The
Afghan economy is also unique because many SMEs operate informally, have small capital bases, or lack
strong bookkeeping systems. These conditions make Afghanistan a distinct setting in which the impact of
microfinance may differ from findings in other countries.

Previous research offers mixed evidence on the influence of microfinance on business growth. Studies in
across different countries i.e. Bangladesh (Islam, 2022), Tanzania (Costantino & Mbamba, 2022), and
Ethiopia (Endris, 2022) suggest that microfinance can enhance business income, increase capital formation,
and support long-term stability. Research from Ghana (Agyapong et al., 2011) and Kenya (Chemaket et al.,
2025) further notes that access to loans enables SMEs to increase production, diversify activities, and create
employment (;). However, other studies highlight concerns that high interest rates, small loan sizes, and
weak financial knowledge can limit the benefits of microfinance. Mahmood and Bakhsh (2020) found that
microfinance loans in Pakistan sometimes fail to generate growth because they are too costly. Sunday,
Akinade, and Akanegbu (2025) found negative outcomes in Nigeria associated with poor loan
management and limited financial literacy, reporting a significant negative relationship between
microfinance lending and SME growth—suggesting that without adequate financial education and
monitoring mechanisms, microfinance loans can hinder rather than support small business expansion.
These contrasting results show that the effectiveness of microfinance is highly dependent on context, loan
terms, and borrower capability (Sunday, Akinade, & Akanegbu, 2025).

Given these challenges and differences, Afghanistan requires its own empirical study to understand
how microfinance influences SMEs. Although microfinance institutions are one of the main credit sources
for Afghan SMEs, limited research exists that examines specific loan-related factors such as loan
availability, loan size, loan conditions, and loan usage. These factors are essential to understanding not

only whether SMEs receive loans, but whether the size of the loan is appropriate, whether terms are
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manageable, and whether businesses use the loans productively. Without addressing these detailed
components, the impact of microfinance cannot be fully understood.

This study responds directly to this gap by examining the role of microfinance in growth of SMEs
located in Kabul, Afghanistan. It focuses on four key dimensions, loan availability, loan size, loan
conditions, and loan usage, and evaluates how each contributes to SME growth. By analyzing these
elements together, the study aims to provide a clearer and more complete picture of how microfinance
influences business outcomes in Afghanistan. This study specifically addresses the question of what is the
impact of microfinance on SME growth in Afghanistan.

2. Theoretical Framework

This study is grounded in the Resource-Based View (RBV) of the firm, originally proposed by Barney
(1991). RBV argues that organizations achieve sustained growth and competitive advantage by acquiring,
developing, and effectively utilizing valuable resources. Financial capital is regarded as one of the critical
strategic resources that enables firms to improve productivity, expand operations, and strengthen their
competitive position, particularly for small and medium enterprises (SMEs) operating under resource
constraints. Within the context of microfinance, access to external financial resources enables SMEs to
overcome capital shortages that often limit business expansion. According to RBV, the mere availability of
resources is insufficient to generate superior performance; rather, growth depends on whether firms obtain
adequate resources under favorable conditions and utilize them efficiently. Therefore, loan availability
provides SMEs with access to financial capital, loan size determines whether the acquired resources are
sufficient to support business needs, loan conditions influence the firm's ability to use financial resources
without excessive repayment burdens, and loan usage reflects the firm's capability to convert borrowed
funds into productive investments. Applying RBV to the Afghan context suggests that SMEs receiving
accessible, adequate, and affordable microfinance, while allocating these resources toward productive
business activities, are more likely to experience improvements in financial performance, operational
efficiency, and business expansion. Accordingly, Resource-Based View provides the theoretical foundation
for explaining the positive relationships proposed between loan availability, loan size, loan conditions, loan
usage, and SME growth in this study.

Literature Review and Hypotheses Development

Guided by the Resource-Based View (RBV), this study examines how different dimensions of
microfinance serve as strategic financial resources that influence SME growth. The following sections
review previous empirical studies and develop the study hypotheses. SME growth refers to the
improvement of a firm’s performance over time. It is commonly assessed through indicators such as

increases in revenue, profitability, market share, productivity, and overall business expansion (Agyapong
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et al., 2011; Al-Maamari, 2025). Prior research also confirms that improvements in internal systems and
resource utilization significantly enhance employee productivity and organizational performance (Zaheer
& Sadiq, 2024). Many studies also use employment growth, improved capital investment, and operational
efficiency as measures of growth (Beck et al., 2008; Hemat & Rahman, 2024). Previous evidence from
Afghanistan also suggests that organizational and human factors, including leadership style, emotional
intelligence, and employee motivation, contribute significantly to productivity and overall organizational
performance, indicating that internal capabilities are important drivers of sustainable growth (Zaheer &
Barakzai, 2026). In the context of microfinance research, SME growth is often viewed as a firm’s ability to
strengthen its financial position, expand its operations, and sustain long-term stability (Beck, Demirgtic-
Kunt, & Levine, 2005; Storey, 1994). In this study, SME growth is defined through increases in financial
performance, productivity, and business expansion resulting from improved access to credit (Roodman &
Morduch, 2014; World Bank, 2020).

1. Loan Availability and SME Growth

Loan availability refers to the ease with which SMEs can access credit from microfinance institutions.
Existing research consistently shows that easier access to loans allows small firms to address capital
shortages, invest in operations, and expand their activities. Studies from Kenya, Bangladesh, and
Afghanistan demonstrate that loan availability supports business development, improves production, and
enables job creation (Raihan & Mahmud, 2017; Moussa, 2020; Hemat & Rahman, 2024). When SMEs can
obtain loans without excessive barriers, they are better positioned to maintain working capital, purchase
inventory, and manage cash flow. However, research from Pakistan and Nigeria highlights that limited
loan availability or costly loan processes may restrict SME growth despite the presence of microfinance
programs (Mahmood & Bakhsh, 2020;). In Afghanistan, microfinance remains the most reliable source of
credit for SMEs due to the limited reach of banks, making loan availability particularly significant.

Hypothesis 1:

Loan availability has a positive and significant effect on SME growth.

2. Loan Size and SME Growth

Loan size represents the actual amount of credit provided to SMEs. Adequate loan amounts allow
businesses to expand operations, upgrade equipment, purchase inventory, and invest in growth-oriented
activities (Nicholaus et al., 2025; Moussa, 2020). Evidence from Tanzania, Lebanon, and Nigeria shows that
sufficiently large loans improve profitability and operational efficiency (Onyeiwu et al., 2021). When loan
sizes match business needs, SMEs are more capable of scaling their operations and competing in the
market. Conversely, excessively small loans may not provide enough capital to support meaningful

business expansion, while excessively large loans may create repayment challenges if business capacity
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does not grow at the same pace (Mahmood & Bakhsh, 2020). In Afghanistan, where many SMEs require
capital to stabilize operations in uncertain markets, the size of the loan plays a critical role in determining
growth.

Hypothesis 2:

Loan size has a positive and significant effect on SME growth.

3. Loan Conditions and SME Growth

Loan conditions include the terms of borrowing, such as interest rates, collateral requirements, and
repayment schedules. Favorable loan conditions, such as manageable interest rates and flexible repayment
terms, encourage SMEs to borrow and use funds productively. Studies from Sierra Leone, Tanzania, and
Ethiopia show that when loan conditions are reasonable, businesses experience better financial stability
and growth (Kamara, 2023; Enoch et al., 2021; Costantino & Mbamba, 2022). Unfavorable conditions, such
as high interest rates or strict collateral requirements, can discourage borrowing or place firms under
financial stress, limiting their ability to invest effectively (Sendyona & Kituyi, 2025; Mahmood & Bakhsh,
2020). In the Afghan context, where many MFIs aim to support small enterprises and expand financial
inclusion, loan conditions are generally designed to be flexible, enhancing their potential impact on SME
growth.

Hypothesis 3:

Favorable loan conditions have a positive and significant effect on SME growth.

4. Loan Usage and SME Growth

Loan usage refers to how SMEs allocate borrowed funds. Numerous studies emphasize that the
productive use of loans, such as investment in machinery, inventory, technology, or skilled labor, has a
strong influence on business growth (Islam, 2022; Endris, 2022; Costantino & Mbamba, 2022). Proper
utilization of microfinance enables SMEs to increase output, improve profitability, and expand market
reach. When loans are diverted toward non-business expenses, such as household consumption, the
intended effects on business performance do not materialize, and repayment challenges may arise (Open
Journal of Social Sciences, 2025). Evidence from Bangladesh, Ethiopia, and Tanzania consistently identifies
loan usage as one of the strongest determinants of SME growth. In Afghanistan, where many SMEs face
high operational risks and limited financial buffers, the way borrowed funds are used becomes especially
important.

Hypothesis 4:

Productive loan usage has a positive and significant effect on SME growth.
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Figure 1. Conceptual Model of the Impact of Microfinance on SME Growth in Kabul.

Research Methodology

This study uses quantitative research design with a cross-sectional survey. A quantitative approach is
appropriate because it allows the researcher to work with numerical data, test hypotheses, and understand
how strongly each variable influences SME performance. The structured questionnaire ensures consistency
across responses, while regression analysis helps isolate the effect of each predictor.

Population, Sampling Procedure, and Sample Size

Population

The target population consists of small and medium enterprise owners and managers in Kabul,
Afghanistan who have received microfinance services. SMEs from trade, services, manufacturing, and
agro-related sectors were included.

Sampling Procedure

A sampling frame was created from MFI client lists, local business associations, and field mapping of
SME clusters. Convenience sampling was adopted due to accessibility and security constraints in Kabul.
However, this non-probability sampling technique may limit the representativeness of the sample and the
generalizability of the findings. When multiple respondents were available in one firm, the owner or senior
manager was selected.

Sample Size

A total of 255 participated. This sample size is suitable for multiple regression and is consistent with

recommendations in business research.
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Table 1. Demographic Profile of Respondents

Characteristic Category Frequency Percent
Gender Male 235 92.2%
Female 20 7.8%
Age < 25 years 28 11.0
25-34 years 96 37.6
35-44 years 78 30.6
45+ years 53 20.8
Education Primary or less 12 4.7
Secondary 50 19.6
Diploma / vocational 70 27.5
Bachelor 95 37.3
Master+ 28 11.0
Business sector Trade / retail 86 33.7
Services 72 28.2
Manufacturing 48 18.8
Agriculture / agro-processing 49 19.3
Years in business <2 years 30 11.8
2-5 years 78 30.6
6-10 years 84 32.9
>10 years 63 24.7

Instrument Development, Adaptation, and Pre-Testing

The questionnaire was adapted from established studies on microfinance and SME growth (Beck et al.,
2005; Roodman & Morduch, 2014). Items measuring loan availability, loan size, loan conditions, and loan
usage were drawn from international microfinance research and subsequently modified to ensure local
relevance and contextual suitability (Armendériz & Morduch, 2010; Cull, Demirgii¢c-Kunt, & Morduch,
2009). SME growth items were adapted from prior studies that assess financial improvement, productivity,

and business expansion (Storey, 1994; Wiklund & Shepherd, 2005).
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Because Afghanistan’s business environment is unique, the instrument went through several refinement
steps:

Translation and Localization

Items were translated into Dari and Pashto where needed and then back-translated to ensure meaning
remained consistent.

Expert Review

Three local experts, two university faculty and one senior microfinance practitioner, reviewed the
questionnaire for clarity and contextual suitability.

Pilot Testing

A pilot test was conducted with 30 SME respondents who were not part of the final sample. Feedback
from the pilot helped adjust wording, clarify scales, and correct minor issues.

Table 2. Pilot Test Reliability Results (n = 30)

Construct Number of Items Cronbach’s Alpha
Loan Availability 4 0.80
Loan Size 4 0.78
Loan Conditions 4 0.82
Loan Usage 4 0.83
SME Growth 4 0.86

The pilot test was conducted with 30 SME respondents to assess the clarity, reliability, and suitability of
the questionnaire before the main data collection. The Cronbach’s alpha values in Table 2 show that all
constructs achieved acceptable to very good reliability. Loan Availability recorded an alpha of 0.80, Loan
Size 0.78, and Loan Conditions 0.82, indicating that items within each scale are internally consistent and
measure the same underlying concept. Loan Usage demonstrated an alpha of 0.83, which reflects strong
consistency among the items related to how SMEs utilize borrowed funds. SME Growth showed the
highest reliability at 0.86, suggesting that the items used to capture business performance, financial
improvement, and expansion are well aligned. Since all alpha values exceed the commonly accepted
threshold of 0.70, the instrument was considered reliable for the Afghan context. Minor wording
adjustments from the pilot were incorporated, and the questionnaire was finalized for the full survey.

Data Collection Procedure

Data were collected between 9/10/2025 and 2/20/2026 through a structured questionnaire administered

to SME owners and managers in Kabul. Specifying the data collection period is important because
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Afghanistan's political, economic, and security conditions may influence SMEs' access to microfinance and
business performance over time. Data were collected through both in-person visits and online
questionnaires. Enumerators visited business premises across Kabul, Afghanistan and provided digital
access for respondents who preferred remote participation.
The data collection steps were:
e Enumerator Training: A team of trained data collectors received instruction on the questionnaire,
ethical protocols, and interview procedures.
o Field Visits: Enumerators approached SME owners/managers during business hours and explained
the purpose of the study.
e Informed Consent: Respondents were briefed on confidentiality and voluntary participation before
starting the survey.
e Quality Checks: Completed questionnaires were checked daily for completeness and consistency.
» Final Dataset: Out of 260 responses collected, 255 were useable after cleaning.
Findings
Regression Model
A multiple linear regression model was used in this study to evaluate how loan-related factors affected
the expansion of small and medium-sized businesses (SMEs). SME Growth (SMEG), which reflects the
growth and performance of SMEs, is the model's dependent variable. Loan Availability (LA), Loan Size
(LS), Loan Conditions (LC), and Loan Usage (LU) are the independent variables.
The regression model is expressed as:
SMEG =[3,+ B,(LA) + [3,(LS) + B,(LC) + B,(LU) + €
This model assumes a linear relationship between SME growth and the selected loan variables. The
coefficients (31-4) measure the magnitude and direction of influence that each factor exerts on SMEG.
For example:
e A positive and significant 81 would indicate that improved Loan Availability enhances SME
growth.
o A positive B2 would suggest that larger Loan Size contributes to SME expansion.
¢ Anegative 83 would imply that stringent or unfavorable Loan Conditions hinder SME growth.
¢ A positive 4 would mean that proper Loan Usage enhances business performance.
The error term (&) captures all other factors not included in the model but which may influence SME

growth.
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Table 3. Descriptive Statistics

Variable Obs Mean Std. Dev. Min Max
SMEG 255 4.296 .676 1 5
LU 255 4.334 .6 1 5
LC 255 4.196 713 1 5
LS 255 4.281 .697 1 5
LA 255 4.206 .593 2.25 5

The descriptive statistics in Table 3 provide an initial understanding of the key variables analyzed in this
study. The SME growth (SMEG) variable has a relatively high mean of 4.296 (SD = 0.676), which implies
that on average, respondents viewed their enterprises as exhibiting strong growth. The mean value for
loan usage (LU) was also high at 4.334 (SD = 0.600), whereby a majority of the SMEs reported having
borrowed and effectively used the loans for business-related needs. The mean value for loan conditions
(LC) was 4.196 (SD = 0.713), which means that respondents generally viewed the terms and conditions
associated with the loans, specifically the interest rates, collateral requirements, and repayment schedules,
as quite favorable, although opinions were more varied than other independent variables studied. The
mean for loan size (LS) was 4.281 (SD = 0.697), implying that generally, most SMEs perceived the amount
of credit received to be adequate for operational and investment purposes. Finally, loan availability (LA)
had a mean of 4.206 (SD = 0.593), which suggests among surveyed SMEs that access to microfinance loans
for SMEs was quite high in their own perceptions. The results show that all variables have mean values
above 4 on a 1-5 scale, suggesting a generally positive perception of microfinance services and their

contribution to SME growth, with moderate variability across respondents.

Normality Test

Table 4. Skewness/Kurtosis tests for Normality---Joint---
Variable Obs Pr(Skewnes) Pr(Kurtosis) adj_chi2(2)  Prob>chi2
Residual 255 0.215 0.342 1.78 0.410

To evaluate whether the model residuals conform to a normal distribution, we conducted the
Skewness/Kurtosis test in table 4. The results demonstrated that violations of the normality assumption did
not occur (pr = 0.215 for skewness, pr = 0.342 for kurtosis). The probability values for skewness/kurtosis

from Table 2 both exceed the 0.05 significance value, indicating neither the skewness nor the kurtosis of the
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residuals are significantly different from a normal distribution. In addition, the joint Chi-square statistic for
skewness and kurtosis (adj chi? = 1.78) and its probability value (pr = 0.410) provides further support to
conclude the null hypothesis cannot be rejected. Taken together, these results indicate that the residuals are
approximately normally distributed, which is one of the three main assumptions required for a valid
regression analysis.
Heteroskedasticity
Breusch-Pagan / Cook-Weisberg test for heteroskedasticity
Ho: Constant variance
Variables: fitted values of SMEG
chi2(1) = 0.87
Prob > chi2 = 0.3512
The Breusch-Pagan/Cook-Weisberg test was employed to determine whether heteroskedasticity is
present in the regression model. The test produced a Chi-square value of 0.87 with an associated p-value of
0.3512. Since the p-value is greater than the conventional 0.05 significance level, the null hypothesis of
constant variance cannot be rejected. This indicates that there is no statistical evidence of heteroskedasticity
in the residuals of the model. Therefore, the assumption of homoscedasticity is satisfied, suggesting that
the variance of the residuals remains constant across the fitted values of SME growth (SMEG), and the
regression estimates can be considered reliable and efficient.

Table 5. Matrix of correlations

Variables @ 2) 3) 4 )]

(1) SMEG 1.000

(2) LU 0.704 1.000

(3) LC 0.683 0.664 1.000

4 LS 0.683 0.656 0.756 1.000

(5) LA 0.632 0.576 0.653 0.709 1.000

The correlation matrix in Table 5 presents the strength and direction of the linear relationships among
the study variables. The results show that SME growth (SMEG) has strong positive correlations with all
independent variables, including loan usage (r = 0.704), loan conditions (r = 0.683), loan size (r = 0.683),
and loan availability (r = 0.632). These values indicate that improvements in how loans are used, the
conditions attached to the loans, the size of the credit extended, and the availability of loans are all

associated with higher levels of SME growth. Moreover, the independent variables themselves exhibit
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moderately strong intercorrelations: loan usage correlates positively with loan conditions (r = 0.664) and
loan size (r = 0.656), while loan conditions correlate strongly with loan size (r = 0.756). Loan availability
also shows moderate to strong correlations with loan size (r = 0.709), loan conditions (r = 0.653), and loan
usage (r = 0.576). Overall, the correlation coefficients are positive and below the critical value of 0.80,
suggesting that while the variables are related, as expected in financial behavior research, there is no
indication of multicollinearity severe enough to threaten the validity of subsequent regression analysis.

These results support the appropriateness of including all predictors in the regression model.

Multicollinearity Test
Table 6. Variance inflation factor
VIF 1/VIF

LS 3.045 .328
LC 2.743 .365
LA 2.188 .457
LU 2.022 495
Mean VIF 2.5

Table 6 indicates the Variance Inflation Factor (VIF) for variables influencing SME growth (SMEG),
which is used to detect multicollinearity, when independent variables are too closely related. VIF values
show how much a variable is correlated with the others. A VIF of 1 indicates no correlation, values
between 1 and 5 are acceptable, and values above 10 suggest serious multicollinearity. In this table, Loan
Size (LS) has the highest VIF at 3.045, while Loan Usage (LU) has the lowest at 2.022. Loan Condition (LC)
and Loan Availability (LA) have VIFs of 2.743 and 2.188, respectively, and the mean VIF is 2.5, which is
within the acceptable range. This indicates that multicollinearity is not a concern in this model, meaning
that each variable, Loan Size, Loan Condition, Loan Availability, and Loan Usage, contributes unique
information to explain SME growth. Overall, the regression results are reliable and can be interpreted
confidently.

Regression Output

Table 7. Linear regression

SMEG Coef. St.Err. t- p- [95% Interval]  Sig

value value Conf

LU .402 .063 6.38 0 278 .526 o
LC .194 .062 3.15 .002 .073 316 .
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LS 171 .067 2.55 011 .039 .303 o
LA 193 .066 2.91 .004 .063 324 ot
Constant 195 216 0.90 .367 -.23 621

Mean dependent var 4.297 SD dependent var 0.677

R-squared 0.616 Number of obs 254

F-test 100.053 Prob > F 0.000

Akaike crit. (AIC) 288.467 Bayesian crit. (BIC) 306.154

4 e 01, * p<.05, *p<.1

The regression results in Table 7 examine the impact of Loan Usage (LU), Loan Condition (LC), Loan
Size (LS), and Loan Availability (LA) on SME Growth (SMEG). The model shows an R-squared of 0.616,
meaning that approximately 61.6% of the variation in SME growth is explained by these four variables,
which indicates a strong model fit. The overall F-test is significant (F = 100.053, p < .001), confirming that
the model is statistically significant in predicting SME growth. Loan Usage (LU) has a positive and highly
significant effect on SME growth ([3 = 0.402, t = 6.38, p < .001). This suggests that SMEs that effectively use
loans experience higher growth. This finding aligns with the literature, where proper utilization of
financial resources has been shown to enhance firm performance (Beck, Demirguc-Kunt, & Maksimovic,
2005). Loan Condition (LC) also positively affects SME growth (3 = 0.194, t = 3.15, p = .002). Favorable
loan conditions, such as lower interest rates or flexible repayment terms, enable SMEs to invest efficiently,
which is consistent with the findings of Berger and Udell (1998) on credit conditions supporting small
business expansion. Loan Size (LS) has a positive and significant impact (§ = 0.171, t = 2.55, p = .011).
Larger loan amounts provide SMEs with the capital necessary for operational expansion and investment in
growth opportunities, supporting studies by Beck et al. (2008), which emphasize the role of adequate
financing in SME development. Loan Availability (LA) is similarly positive and significant (§ = 0.193, t =
2.91, p = .004), indicating that greater access to loans encourages SME growth. This aligns with the
argument in literature that financial accessibility is a key determinant of small business success (Honohan,
2008). The constant term is positive but not significant (§ = 0.195, p = .367), suggesting that without the
influence of these loan-related factors, baseline SME growth is not statistically different from zero. All four
loan-related variables, usage, conditions, size, and availability, significantly and positively influence SME
growth, highlighting the critical role of microfinance and access to credit in promoting small business

development.
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Discussion

The findings of this study indicate that loan availability, loan size, loan conditions, and loan usage all
have positive and statistically significant effects on the growth of SMEs in Kabul. Since all variables were
coded in the same direction, higher scores represent higher levels of each construct. Therefore, the positive
correlation and regression coefficients indicate that increases in loan availability, loan size, favorable loan
conditions, and productive loan usage are associated with higher levels of SME growth. By comparing
these findings with previous studies, valuable insights can be derived. These findings also provide
empirical support for the Resource-Based View, which suggests that SMEs achieve superior performance
when they acquire valuable financial resources and utilize them effectively. The significant effects of loan
availability, loan size, loan conditions, and particularly loan usage indicate that both access to financial
resources and their efficient deployment contribute to SME growth.

Firstly, loan availability was discovered to positively impact the growth of SMEs. This fits closely with
the findings from Kenya, Bangladesh, and Afghan research, which found that loan availability has been
instrumental in encouraging business growth and production as well as job creation (Kiplimo et al., 2015;
Raihan & Mahmud, 2017; Hemat & Rahman, 2024). Like the previous examples, Afghan SMEs also found
loan availability instrumental in helping them address the shortage of capital. However, the findings from
research in Pakistan and Nigeria paint a different picture. In those states, loan availability does not readily
contribute to growth because the loaned money becomes expensive to repay (Mahmood & Bakhsh, 2020;
Open Journal of Social Sciences, 2025). In contrast to the previous findings, Kabul’s SMEs can be said to be
in a better position regarding loan Availability due to microfinance institutions being the only trustworthy
option when it comes to acquiring business capital.

Second, the findings also revealed that the loan size positively affects the dependent variable. However,
the effect was found to be of moderate intensity. This agrees with previous research in Tanzania, Lebanon,
and Nigeria that revealed suitable loan sizes enabled businesses to grow and maximize their efficiency
(Nicholaus et al., 2025; Moussa, 2020; Onyeiwu et al., 2021). This research also confirms that microloans
containing smaller amounts will undermine growth because large loans will lead to increased financial
problems. On the contrary, research in Pakistan showed that due to the minute size of the loans along with
the interest level being high, microfinancing had little role in steering the businesses toward growth
(Mahmood & Bakhsh, 2020). In the context of Afghan SMEs, the size of the loans can be said to be
satisfactory enough to optimize performance.

Thirdly, loan conditions, the interest rate, collateral value, and repayment terms, also had a positive
impact on the growth of the micro enterprises. This study's results bear similarity to Kamara (2023) who

claimed that favorable and flexible loan terms encourage micro enterprises to access financial services. In
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addition, Enoch et al. (2021) found that micro enterprises perform better when the loan terms are
favorable. However, the result contradicts the findings of Sendyona & Kituyi (2025) who found that
stringent collateral terms and high interest rates mitigated against the growth of micro enterprises in
Pakistan. In addition, the study also disagrees with the findings of Mahmood & Bakhsh (2020) who found
the same in Uganda. The seemingly improved results from Kabul imply that loan conditions at micro
finance institutions in Afghanistan might be less stringent than those of other micro finance institutions
from neighboring regions and Africa.

Loan usage was the variable that showed the strongest impact on the growth of the SMEs. This also
came out strongly in the studies from Bangladesh, Ethiopia, and Tanzania, where the researchers found
that productive loan usage, be it inventory, machinery, and/or technology, has a direct impact on the
profitability and sustainability of the business (Islam, 2022; Endris, 2022; Costantino & Mbamba, 2025).
Similar findings have been reported in service-sector studies where effective resource utilization
significantly enhances performance outcomes (Zaheer, Sadiq, & Safi, 2025). However, when the loan usage
was found to be non-business related, such as usage in the form of home expenses, the impact turned out
to negative. The study verifies this theory because it found that the growth of the SMEs who used the loan
properly was highest. This defied the findings from the Nigerian study where poor financial literacy
resulted in poor performance of loan usage and ultimately affected the performance of the business
negatively (Open Journal of Social Sciences, 2025). In contrast to the above study, the Afghan businesses
appear to be using their loans in a proper and directly productive manner because loan usage showed the
strongest predictive power.

The findings should also be interpreted within Afghanistan's unique political, economic, and security
environment. Afghan SMEs operate under conditions characterized by political uncertainty, limited access
to formal banking services, economic instability, and persistent security challenges. These contextual
factors increase businesses' dependence on microfinance institutions as one of the few accessible sources of
external financing. Consequently, the positive effects of loan availability, loan size, favorable loan
conditions, and productive loan usage observed in this study may be particularly important in supporting
SME resilience and growth within such a challenging business environment. In general, when comparing
the findings of the research done in the context of Afghanistan to those of various regions around the
world, the findings support the global research findings that microfinancing promotes entrepreneurship
and the performance of sme's (Raihan & Mahmud, 2017; Denen, 2025). Contrary to the impact of high
interest rates and the amounts involved in microfinancing in various nations where their impact has been

minimal, the Afghan sme's in the study seem to be relatively satisfied. The reason for this might be linked
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to the fact that in the Afghan context, banking services are less developed, hence microfinancing becomes
the only viable option available. This makes them heavily depend on this form of financing.

In conclusion, the results of this research conclusively confirm the thesis about the crucial and positive
impact of microfinance practices on the development of SMEs in the Afghan context. Although many
developing nations exhibit contradictory results due to the harsh terms of the loan or ineffective financial
management practices, the Kabul region’s data presents positive results regarding each of the four factors
related to loans. The greatest impact factor has been the usage of the loans themselves and the vital role
played by microfinancing practices when made available in the right amounts and used in the right way to
achieve their maximum impact rather than solely the ability to obtain them.

Theoretical and Practical Implications

Theoretical Implications

This study makes several theoretical contributions to the microfinance and SME literature. First, it
extends the Resource-Based View (RBV) by demonstrating that microfinance functions as a strategic
financial resource that enhances SME growth in a fragile and resource-constrained economy. Second, the
study provides empirical evidence from Afghanistan, a context that has received limited attention in the
existing literature, thereby addressing an important geographical and contextual research gap. Third, by
simultaneously examining loan availability, loan size, loan conditions, and loan usage, the study offers a
more comprehensive understanding of how different dimensions of microfinance contribute to SME
growth. Finally, the finding that loan usage has the strongest positive effect reinforces the RBV argument
that effective resource utilization is as important as resource acquisition in achieving business growth.

Practical Implications

The findings offer important implications for policymakers, microfinance institutions, and SME owners.
Policymakers should strengthen support for the microfinance sector by promoting policies that improve
SMEs' access to affordable financing. Microfinance institutions should ensure that loan products are
appropriately sized, offered under flexible conditions, and accompanied by financial guidance that
encourages productive loan utilization. SME owners and managers should prioritize investing borrowed
funds in business expansion, technology, equipment, and working capital rather than non-business
expenditures to maximize business growth. These measures can contribute to improving SME performance
and supporting sustainable economic development in Afghanistan.

Conclusion

The purpose of this study was to assess the effect of loan availability, loan size, loan conditions, and loan
usage on small and medium enterprise (SME) growth in Kabul, Afghanistan. The results highlight

microfinance as a meaningful contributor to performance improvement, business growth, and financial
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stability among Afghan SMEs. Loan availability was identified as an important factor due to the limited
access to formal banking institutions. SMEs in Kabul rely on microfinance alone because of
underdeveloped banking services. Access to credit provides SMEs the opportunity to resolve capital
shortages, maintain cash flow, and pursue opportunities to diversify and expand their business. Access to
larger loan sizes also positively impacted SME growth and performance, supporting the growing need for
financing to meet operational needs. Loan sizes that match an SMEs operational needs help entrepreneurs
leverage their capital for investments in technology, inventory, and market development; higher
productivity and business competitiveness were achieved.

The evidence regarding loan conditions also had an optimistic impact on SMEs, indicating that Afghan
microfinance institutions are adopting loan conditions that are generally manageable for borrowers. Fair
interest rates, flexible repayment schedules, and reasonable collateral conditions encourage SMEs to apply
for loans and use them appropriately. However, the strongest driver of SME growth was the use of the
loans, which demonstrate that the effectiveness of microfinance is directly related to the borrower being
able to spend the loans appropriately on supporting growth for their business. When entrepreneurs utilize
funds from loans in a productive manner, expanding their business, upgrading equipment, or purchasing
raw materials, the loan provides demonstrable impact and benefit to their business growth and
sustainability. These results indicate that microfinance is a powerful driver of SME growth in Afghanistan
when used with consideration and within conditions that are supportive of sustainable use of the loans.

In summary, this study further contributes of credible evidence that microfinance continues to be a
perceived crucial element of Afghanistan economic development especially since there are many
businesses that otherwise have no access to traditional financial institutions. The findings also gave
support to the notion that both MFIs and SMEs have responsibilities; MFIs to deliver loans that are fairly
available, and SMEs to utilize them productively. This dynamic then creates an enabling environment for
entrepreneurship, workplace, and ultimately for the business's sustained stability.

Limitations and Future Research Directions

Like any research, this study has several limitations that provide opportunities for future investigation.
First, the data were collected only from SMEs in Kabul, which limits the generalizability of the findings to
other provinces. Business conditions, access to finance, and the strength of local microfinance institutions
vary across regions in Afghanistan. Future studies should expand the sample to multiple provinces or
conduct a national-level comparison. Second, this study employed convenience sampling due to
accessibility and security constraints, which may introduce selection bias and limit the representativeness
and generalizability of the findings. Future research is encouraged to employ probability sampling

techniques, such as simple random sampling or stratified random sampling, to obtain a more

18 Salam International Academic Journal Salam University, Vol 11, Issue 19



Salam Inernational Academic Journal, 11" year, Issue No. 19, SPRING, 2026 _5.=21F+8 ,lg <13 o,lowi « p233U Jlo « oo Mol ot 0l alno

representative sample. Third, the study relied on cross-sectional data. Although the results demonstrate
significant associations between microfinance factors and SME growth, the research design does not permit
strong conclusions regarding long-term causal relationships. Longitudinal studies following SMEs over
time would provide deeper insights into the sustained effects of microfinance. Fourth, the study used self-
reported data, which may introduce response bias in assessing financial performance and loan usage.
Future research could combine survey responses with financial records or microfinance institution (MFI)
loan performance data to improve accuracy. Fifth, only four microfinance variables were examined: loan
availability, loan size, loan conditions, and loan usage. However, SME growth is also influenced by factors
such as market conditions, competition, financial literacy, owner experience, and technology adoption.
Future studies could incorporate additional variables or develop more comprehensive models. Finally, this
study examined only the direct relationships between microfinance and SME growth. Future research
could investigate mediating or moderating variables, such as business skills, financial training, or sector-
specific differences, to provide a more comprehensive understanding of how microfinance contributes to
SME growth in fragile economies.
References List:

1. Raihan, S., & Mahmud, S. (2017). The macro impact of microfinance in Bangladesh. World

Development, 95,15-28. https://doi.org/10.1016/j.econmod.2017.01.002

2. Lwesya, F., & Kihila, J. (2023). Frontiers in microfinance research for small and medium enterprises: A
bibliometric review. Frontiers in Finance and Economics.
https://[www.ncbi.nlm.nih.gov/pmc/articles/PMC10115480/

3. World Bank. (2024). AFGHANISTAN: EMERGe — Support access to finance for small businesses

[Press release]. https://[www.worldbank.org/en/news/press-release/2024/04/03/afghanistan-world-

4. United Nations Capital Development Fund. (2024). Catalysing growth & women’s economic

empowerment: Portfolio guarantee facility for MSMEs in Afghanistan.

5. Afghanistan Microfinance Association. (2021). MicroView report No. 33: A quarterly update on
development finance outreach in Afghanistan (Q2 2021). https://[www.ama.org.af
6. Onyeiwu, C., Muoneke, O. B., & Abayomi, A. M. (2021). Effects of microfinance bank credit on small

and medium-scale businesses: Evidence from Alimosho LGA, Lagos State. The Journal of

Entrepreneurial Finance, 22X2), 49-65. https://doi.org/10.57229/2373-1761.1373

19 Salam International Academic Journal Salam University, Vol 11, Issue 19


https://doi.org/10.1016/j.econmod.2017.01.002
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC10115480/
https://www.worldbank.org/en/news/press-release/2024/04/03/afghanistan-world-bank-artf-support-access-to-finance-for-small-businesses-women-s-economic-inclusion-with-16m-grant
https://www.worldbank.org/en/news/press-release/2024/04/03/afghanistan-world-bank-artf-support-access-to-finance-for-small-businesses-women-s-economic-inclusion-with-16m-grant
https://www.uncdf.org/article/8983/mobilizing-private-capital-for-msmes-in-afghanistan
https://www.ama.org.af/
https://doi.org/10.57229/2373-1761.1373

Salam Inernational Academic Journal, 11" year, Issue No. 19, SPRING, 2026 _5.=21F+8 ,lg <13 o,lowi « p233U Jlo « oo Mol ot 0l alno

10.

11.

12.

13.

14.

15.

16.

17.

18.

Karna, P. K. L. (2025). Impact of microfinance on small business growth and economic development in

low-income communities. Mikailalsys Journal of Advanced Engineering International, 2(1), 110-117.

https://doi.org/10.58578/mjaei.v2il1.4977
Moussa, F. (2020). Impact of microfinance loans on the performance of SMEs: The case of Lebanon.

Business: Theory and Practice, 21(2), 769-779. https://doi.org/10.3846/btp.2020.11110

Hemat, M. W., & Rahman, S. (2024). Microfinance in Afghanistan: Trends, impacts, and challenges.

Asia-Pacific Journal of Rural Development, 332). https://doi.org/10.1177/10185291241235445

Aga Khan Development Network. (n.d.). Small and medium enterprises. https://[www.akdn.org/our-

agencies/aga-khan-agency-microfinance/small-and-medium-enterprises

Rifat, M. A. R., Qasim, R., Arafat, M. A. R., & Alam, D. (2024). Does microfinance impact sectoral

growth? A case study of Bangladesh. South Asian Journal of Social Studies and Economics, 21(12), 75—

87. https://doi.org/10.9734/sajsse/2024/v21i12919

Nicholaus, S. J., Lamu, A. A., & Komba, L. (2025). Influence of loan size on financial performance of
small and medium enterprises in Moshi Municipality. Indian Journal of Economics and Finance, X1).
https://doi.org/10.54105/ijef. B2600.05010525

Costantino, A., & Mbamba, U. O. L. (2022). The contribution of microfinance institution services in the
development of small and medium enterprises: Evidence from Ilala City, Tanzania. In 10th

International Conference on New Ideas in Management FEconomics and Accounting.

https://doi.org/10.33422/10th.imeaconf.2022.06.150

Kamara, A. (2023). The impact of micro finance funding on the development of small and medium
enterprises (SMEs). Journal of Economics and Commerce, 11(4).
https://dx.doi.org/10.2139/ssrn.4613324

Yang, F., Ye, X., Huang, W., & Zhao, X. (2023). The impacts on informal financing strategy of small and

micro enterprises by interest rate risks and public health emergencies. Infernational Entrepreneurship

and Management Journal, 1-33. https://doi.org/10.1007/s11365-023-00872-3

World Bank. (2025, October 7). Small and medium enterprises (SMEs) finance: Improving SMEs’ access
to finance and unlocking capital. https:/[www.worldbank.org/en/topic/financialsector/brief/smes-

finance

International Finance Corporation. (2023). Global SME finance facility: Lessons, insights, and impact.

tions/resources/global-sme-finance-facility

Small and Medium Enterprises Development Authority. (2024). SME financing portfolio in Pakistan.

https://smeda.org.pk

20

Salam International Academic Journal Salam University, Vol 11, Issue 19


https://doi.org/10.58578/mjaei.v2i1.4977
https://doi.org/10.3846/btp.2020.11110
https://doi.org/10.1177/10185291241235445
https://www.akdn.org/our-agencies/aga-khan-agency-microfinance/small-and-medium-enterprises
https://www.akdn.org/our-agencies/aga-khan-agency-microfinance/small-and-medium-enterprises
https://doi.org/10.9734/sajsse/2024/v21i12919
https://doi.org/10.54105/ijef.B2600.05010525
https://doi.org/10.33422/10th.imeaconf.2022.06.150
https://dx.doi.org/10.2139/ssrn.4613324
https://doi.org/10.1007/s11365-023-00872-3
https://www.worldbank.org/en/topic/financialsector/brief/smes-finance
https://www.worldbank.org/en/topic/financialsector/brief/smes-finance
https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/financial+institutions/resources/global-sme-finance-facility
https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/financial+institutions/resources/global-sme-finance-facility
https://smeda.org.pk/

Salam Inernational Academic Journal, 11" year, Issue No. 19, SPRING, 2026 _5.=21F+8 ,lg <13 o,lowi « p233U Jlo « oo Mol ot 0l alno

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

Sendyona, C. C., & Kituyi, D. (2025). Business financing for small and medium enterprises in Uganda:

Alternatives and challenges. European Journal of Accounting, Auditing and Finance Research, 13(5),

73-86. https://doi.org/10.37745/ejaafr.2013/vol13n57386
Enoch, E. Y., Digil, A. M., & Arabo, U. A. (2021). Evaluating the effect of credit collection policy on
portfolio quality of a microfinance bank. International Journal of Business and Management Invention,

1X5), 16-26. https://doi.org/10.48550/arXiv.2105.10991

Endris, E. (2022). Loan repayment performance of micro and small-scale enterprises: Evidence from

North Wollo Zone, Ethiopia. Heliyon, &12), €12085. https://doi.org/10.1016/j.heliyon.2022.e12085

Hemat, M. W., & Rahman, S. (2024). Microfinance in Afghanistan: Trends, impacts, and challenges.
Asia-Pacific Journal of Rural Development 33(2). https://doi.org/10.1177/10185291241235445

(duplicate kept only once in final list)

International Finance Corporation. (2023). Global SME finance facility: Lessons, insights, and impact.

tions/resources/global-sme-finance-facility

(duplicate removed)

Karna, P. K. L. (2025). Impact of microfinance on small business growth and economic development in
low-income communities. Mikailalsys Journal of Advanced Engineering International, 2(1), 110-117.

https://doi.org/10.58578/mjaei.v2il1.4977

(duplicate removed)

Khamis, I. A., & Hamad, A. U. (2022). Impact of loans provided by BRAC microfinance on SMEs
improvement in Zanzibar. Science Journal of Business and Management 1(X1), 1-9.
https://doi.org/10.11648/j.sjbm.20221001.11

Khanam, D., Mohiuddin, M., & Hoque, A. (2018). Financing micro-entrepreneurs for poverty

alleviation: A performance analysis of microfinance services offered by BRAC, ASA, and Proshika.

Journal of Global Entrepreneurship Research, 81). https://doi.org/10.1186/s40497-018-0114-6
Mahmood, T., & Bakhsh, A. (2020). Microfinance as a non-productive and expensive source of
borrowing: A case study of District Sargodha, Pakistan. Journal of Economic Impact, 2(1), 1-8.
https://doi.org/10.52223/jei0201201

Mazumder, M. S. U. (2018). Does microfinance impact rural empowerment in Bangladesh? Sustainable
Development, 26(4), 369-380. https://doi.org/10.1002/sd.1578

Nicholaus, S. J., Lamu, A. A., & Komba, L. (2025). Influence of loan size on SME performance in Moshi
Municipality.  Journal = of  Finance  and  Development  Studies, 81),  88-104.

https:/[www.researchgate.net/publication/392235401

21

Salam International Academic Journal Salam University, Vol 11, Issue 19


https://doi.org/10.37745/ejaafr.2013/vol13n57386
https://doi.org/10.48550/arXiv.2105.10991
https://doi.org/10.1016/j.heliyon.2022.e12085
https://doi.org/10.1177/10185291241235445
https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/financial+institutions/resources/global-sme-finance-facility
https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/financial+institutions/resources/global-sme-finance-facility
https://doi.org/10.58578/mjaei.v2i1.4977
https://doi.org/10.11648/j.sjbm.20221001.11
https://doi.org/10.1186/s40497-018-0114-6
https://doi.org/10.52223/jei0201201
https://doi.org/10.1002/sd.1578
https://www.researchgate.net/publication/392235401

Salam Inernational Academic Journal, 11" year, Issue No. 19, SPRING, 2026 _5.=21F+8 ,lg <13 o,lowi « p233U Jlo « oo Mol ot 0l alno

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

Yasmin, F., Sumi, M. S. S., Rabeta, M., & Ima, U. M. (2024). Defining factors behind the financial
sustainability of microfinance institutions in Bangladesh. Infernational Journal of Economics and

Financial Issues, 14(2), 57-68. https://doi.org/10.32479/ijefi.16966

Al-Maamari, O. A. (2025). Impact of microcredit on the performance of micro and small enterprises.

Cogent Economics & Finance. https://doi.org/10.1080/23322039.2025.2460083

Bika, Z., Subalova, M., & Locke, C. (2021). Microfinance and small business development in a
transitional economy: Insights from Kazakhstan. 7he Journal of Development Studies, 5(2), 183-203.
https://doi.org/10.1080/00220388.2021.1956472

Ghimire, S., Thapa, B. S., & Zheng, R. (2025). Microfinance for change: How financial innovation

enables structural transformation. Financial Innovation, 11, Article 60. https://doi.org/10.1186/s40854-

024-00738-9

Gyimah, P. (2024). Advancing rural entrepreneurship: Does microfinancing matter? Journal of Small

Business Studies. https://doi.org/10.53703/001¢c.117667

Mveku, B., Mutero, T. T. T., Nyamwanza, T., Chagwesha, M., & Bhibhi, P. (2023). The significance of

microfinance on SME growth in Zimbabwe. Infernational Journal of Management, Entrepreneurship,

Social Science and Humanities, 1), 50-61. https://doi.org/10.31098/ijmesh.v7i1.1519
Open Journal of Social Sciences. (2025). Impact of microfinance bank lending on small business growth

in Nigeria. Open Journal of Social Sciences, 13, 772-785. https://doi.org/10.4236/jss.2025.133050

Denen, M. P. (2025). Impact of microfinance on small and medium enterprises in Nigeria [ Preprint].

https://doi.org/10.14293/PR2199.001442.v1

Sarfo, C. (2024). Perceived value of microfinance and SME performance. Journal of Financial Services

Research. https://doi.org/10.1016/j.jfsr.2024.100045

Kanga, D., Soumaré, 1., & Tchakoute Tchuigoua, H. (2024). Financial sector development and

microcredit to small firms. Journal of International Financial Markets, Institutions and Money, 96(3),

102063. https://doi.org/10.1016/j.intfin.2024.102063

Nwankwo, O., Ewuim, N. C., & Asoya, N. P. (2013). Role of microfinance institutions in financing
small businesses: A study of microfinance banks in Nigeria. African Research Review, A4), 45-59.
https://[www.researchgate.net/publication/301678540

Kamara, J. (2023). Microfinance lending conditions and performance of SMEs in Sierra Leone.
International Journal of Development Finance, 12(2), 115-130.

https:/[www.researchgate.net/publication/371192445

272

Salam International Academic Journal Salam University, Vol 11, Issue 19


https://doi.org/10.32479/ijefi.16966
https://doi.org/10.1080/23322039.2025.2460083
https://doi.org/10.1080/00220388.2021.1956472
https://doi.org/10.1186/s40854-024-00738-9
https://doi.org/10.1186/s40854-024-00738-9
https://doi.org/10.53703/001c.117667
https://doi.org/10.31098/ijmesh.v7i1.1519
https://doi.org/10.4236/jss.2025.133050
https://doi.org/10.14293/PR2199.001442.v1
https://doi.org/10.1016/j.jfsr.2024.100045
https://doi.org/10.1016/j.intfin.2024.102063
https://www.researchgate.net/publication/301678540
https://www.researchgate.net/publication/371192445

Salam Inernational Academic Journal, 11" year, Issue No. 19, SPRING, 2026 _5.=21F+8 ,lg <13 o,lowi « p233U Jlo « oo Mol ot 0l alno

42.

43.

44.

45.

46.

47.
48.

49.

50.

51.

52.

53.

54.

55.

56.

Islam, M. S. (2022). Impact of microcredit programs on clients’ income and expenditure in Bangladesh.
South Asian Journal of Development Research, 14(2), 64-78.

https://www.researchgate.net/publication/241588172

Al-Maamari, O. A., Aljonaid, N., & Alrefaei, N. (2025). Impact of microcredit on the performance of
micro and small enterprises in Yemen. Cogent Economics & Finance, 13(1), 2460083.

https://doi.org/10.1080/23322039.2025.2460083

Agyapong, D., Agyapong, G. K. Q., & Darfor, K. N. (2011). Criteria for assessing SME borrowers in
Ghana. International Business Research, 44), 132-140. https://doi.org/10.5539/ibr.v4n4p132

Barney, J. (1991). Firm resources and sustained competitive advantage. Journal of Management, 1(1),

99-120. https://doi.org/10.1177/014920639101700108

Endris, E. (2022). Loan repayment performance of micro and small-scale enterprises. Heliyon, &12),

€12085. https://doi.org/10.1016/j.heliyon.2022.e12085

(duplicate removed)

Gurley, J. G., & Shaw, E. S. (1960). Money in a theory of finance. Brookings Institution Press.

Kamara, A. K., & Kamara, S. (2025). The study of the impact of microfinance on SMEs in Sierra Leone.
European Journal of Management and Marketing Studies, 8(1).

https://oapub.org/soc/index.php/EJMMS/article/view/1896

Chemaket, A. S., & Kithandi, C. K. (2025). Credit access and financial performance of micro, small, and
medium enterprises in Kenya. Fast  African Finance  Journal, 4(4), 63-78.
https://doi.org/10.59413/eafj/v4.i4.4

Schumpeter, J. A. (1983). The theory of economic development. Transaction Publishers.

Nunnally, J. C. (1978). Psychometric theory (2nd ed.). McGraw-Hill.

Sekaran, U., & Bougie, R. (2016). Research methods for business: A skill-building approach (7th ed.).
Wiley.

Beck, T., Demirguc-Kunt, A., & Maksimovic, V. (2005). Financial and legal constraints to growth: Does
firm size matter? Journal of Finance, 6(X1), 137-177. https://doi.org/10.1111/j.1540-6261.2005.00727.x

Berger, A. N., & Udell, G. F. (1998). The economics of small business finance. Journal of Banking &
Finance, 226-8), 613-673. https://doi.org/10.1016/S0378-4266(98)00038-7

Beck, T., Demirguc-Kunt, A., Laeven, L., & Maksimovic, V. (2008). Financing patterns around the
world: Are small firms different? Journal of Financial Economics, 8%3), 467-487.

https://doi.org/10.1016/.jfineco.2007.10.005

Honohan, P. (2008). Cross-country variation in household access to financial services. Journal of

Banking & Finance, 32(11), 2493-2500. https://doi.org/10.1016/j.jbankfin.2008.05.004

23

Salam International Academic Journal Salam University, Vol 11, Issue 19


https://www.researchgate.net/publication/241588172
https://doi.org/10.1080/23322039.2025.2460083
https://doi.org/10.5539/ibr.v4n4p132
https://doi.org/10.1177/014920639101700108
https://doi.org/10.1016/j.heliyon.2022.e12085
https://oapub.org/soc/index.php/EJMMS/article/view/1896
https://doi.org/10.59413/eafj/v4.i4.4
https://doi.org/10.1111/j.1540-6261.2005.00727.x
https://doi.org/10.1016/S0378-4266(98)00038-7
https://doi.org/10.1016/j.jfineco.2007.10.005
https://doi.org/10.1016/j.jbankfin.2008.05.004

Salam Inernational Academic Journal, 11" year, Issue No. 19, SPRING, 2026 _5.=21F+8 ,lg <13 o,lowi « p233U Jlo « oo Mol ot 0l alno

57.

58.

59.

60.

61.

62.

63.

64.

65.

66.
67.

68.

69.

70.
71.

72.

73.

Comrey, A. L., & Lee, H. B. (1992). A first course in factor analysis (2nd ed.). Lawrence Erlbaum.
Zaheer, A., & Barakzai, A. (2026). Effect of Transformational and Transactional Leadership and

Emotional Intelligence on Employee Productivity: The Mediating Role of Employee Motivation.

Journal of Social Sciences and Humanities, 3(2), 358-383. https://doi.org/10.62810/jssh.v3i2.269
Creswell, ]. W. (2014). Research design: Qualitative, quantitative, and mixed methods approaches (4th
ed.). SAGE Publications.

Asian Development Bank. (2019). Afghanistan microfinance sector review. ADB.

Asian Development Bank. (2021). Afghanistan economic update: Navigating uncertainty. ADB.
Armendariz, B., & Morduch, J. (2010). The economics of microfinance (2nd ed.). MIT Press.

Beck, T., Demirgii¢c-Kunt, A., & Levine, R. (2005). SMEs, growth, and poverty: Cross-country evidence.
Journal of Economic Growth, 1X3), 199-229. https://doi.org/10.1007/s10887-005-3533-5

Cull, R., Demirgtic-Kunt, A., & Morduch, J. (2009). Microfinance meets the market. Journal of
Economic Perspectives, 23(1), 167-192. https://doi.org/10.1257/jep.23.1.167

Da Afghanistan Bank. (2018). Financial stability and access to finance report. DAB.

International Finance Corporation. (2019). SME finance in fragile and conflict-affected states. IFC.
Zaheer, A., & Sadiq, A. (2024). The Impact of IT Integration in Human Resource Management on
Employee Productivity: A Study of Afghanistan's NGOs. Salam International Academic Journal, X16),
7-24. https://doi.org/10.64104/v9.SecondRound.Issue.6.n6.2024

Zaheer, A., Abdullah, & Hedayatullah. (2023). The impact of work environment on employee
productivity: The mediating role of motivation and moderating role of work experience in
Afghanistan. Nolegein - Journal of Organizational Behavior and Management 6(2), 36-56.
https://mbajournals.in/index.php/JoOBM/article/view/1207

International Labour Organization. (2019). Small and medium-sized enterprises and decent work in
fragile states. ILO.

Microfinance Investment Support Facility for Afghanistan. (2020). Annual report. MISFA.

OECD. (2017). Enhancing the contributions of SMEs in a global and digitalised economy. OECD
Publishing.

Roodman, D., & Morduch, J. (2014). The impact of microcredit on the poor in Bangladesh: Revisiting
the evidence. Journal of Development Studies, 50(4), 583-604.
https://doi.org/10.1080/00220388.2013.858122

Storey, D. J. (1994). Understanding the small business sector. Routledge.

24

Salam International Academic Journal Salam University, Vol 11, Issue 19


https://doi.org/10.62810/jssh.v3i2.269
https://doi.org/10.1007/s10887-005-3533-5
https://doi.org/10.64104/v9.SecondRound.Issue.6.n6.2024
https://mbajournals.in/index.php/JoOBM/article/view/1207
https://doi.org/10.1080/00220388.2013.858122

Salam Inernational Academic Journal, 11" year, Issue No. 19, SPRING, 2026 _5.=21F+8 ,lg <13 o,lowi « p233U Jlo « oo Mol ot 0l alno

74.

75.
76.

77.

78.

79.

80.
81.
82.
83.

Sunday, T. G., Akinade, A. B., & Akanegbu, B. (2025). Impact of microfinance bank lending on small
business growth in Nigeria. Open Journal of Social Sciences, 13(3), 772-785.
https://doi.org/10.4236/jss.2025.133050

UNDP. (2020). Afghanistan human development report. United Nations Development Programme.
Zaheer, Azatullah, Abdullah Sadiq, and Noorulhaq Safi. "Al in Service Industries: Effects on Customer
Satisfaction, Mediated by Service Quality, and Moderated by Customer Trust." Journal of Social
Sciences and Humanities 2, no. 3 (2025): 51-73. https://doi.org/10.62810/jssh.v2i3.82

Zaheer, A., & Sadiq, A. (2025). The Influence of Traditional Management Practices on Employee

Satisfaction, Turnover Intention, and Perceived Organizational Profitability. Khurasan University

Business Administration Journal, X1). https://krj.khurasan.edu.af/index.phpl/files/article/view/46
UNDP. (2020). Inclusive finance and private sector development in Afghanistan. United Nations
Development Programme.

Wiklund, J., & Shepherd, D. (2005). Entrepreneurial orientation and small business performance: A
configurational approach. Journal of Business Venturing, 20(1), 71-91.
https://doi.org/10.1016/j.jbusvent.2004.01.001

World Bank. (2017). Access to finance in Afghanistan. World Bank.

World Bank. (2018). Afghanistan private sector development update. World Bank.

World Bank. (2020). Small and medium enterprises (SMEs) finance. World Bank.

World Bank. (2021). financial sector development update: Afghanistan. World Bank.

25

Salam International Academic Journal Salam University, Vol 11, Issue 19


https://doi.org/10.4236/jss.2025.133050
https://doi.org/10.62810/jssh.v2i3.82
https://krj.khurasan.edu.af/index.php/files/article/view/46
https://doi.org/10.1016/j.jbusvent.2004.01.001

