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Background and Motivation of Study: 

    Agriculture continues to be the mainstay of Afghanistan’s national economy. Its contribution to Afghanistan’s   GDP is about 37 percent. More than 80 percent of the population lives in the rural areas depending on agriculture. The agricultural sector in Afghanistan is based on small farmers who have less than one hectare cultivated land. Absentee landlords are common and sharecropping is expanding in most areas.
    Access to credit is essential for the rural economy for the purchase of agricultural inputs and consumption as well. However, 30 years war devastated the national economy and rural livelihood and had made credit expensive for farmers. Presently, there is no fully active formal credit system except Agricultural Development Bank and few private banks. However, it is poorly developed in rural areas and is quasi-inaccessible to small-scale producers. The rural financial market remains dominated by informal sources such as moneylenders, relatives, friends, and agricultural products’ traders, and some NGOs-led microfinance initiatives under the Microfinance Investment Support Facility for Afghanistan.  The latter organizations are currently the main sources of credit. Most of farmers doesn't have access to formal financial services while over one-third of rural households have debts with traditional moneylenders, at usurer's rates. A large number of the rural poor are indebted to poppy dealers due to lack of local capacitates or expertise in providing microfinance services. In addition, lack of security, inadequate infrastructure and lack of legal status for microfinance service provider’s issues are identified as the problems for virtually non-operational formal microfinance system. However, despite its importance for rural development in practice, scholarly work on rural credit in Afghanistan is scarce. In fact, Afghan scholars, few in number, have investigated little about the rural development sector in general and microfinance in particular. Foreign visitors, advisors and scholars have described such subjects very briefly in their reports. There are a lot of issues which require research on rural development including credit services in Afghanistan. 
