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ABSTRACT

Micro-financing is considered a “new paradigm” for promoting development and
eradicating absolute poverty. Microfinance institutions have received growing attention at both
national and international levels during the last decade, particularly after the award of noble prize
to Dr. Younas (of Bangladesh). Their primary contribution is the provision of microfinance facility
to non-bankable poor on terms and conditions different from formal banking practices. '

With the gradual revival of the Islamic financial system and the advent of Islamic banking
practice since the late 1970’s, the microfinance institutions have also emerged overtime in the
private sector. They provide credit to small scale enterprises on Islamic principles but also focus
on the welfare programs in their éreas of intervention. This aspect makes them more attractive to
common masses in Muslim societies as compared to their conventional counterparts. The present
study empirically investigates the perfdrmance of Islamic Relief (Pakistan) and 'Sungi
Development Foundation in terms of efficiency, sustainability and socio-economic impacts on
clients in selected areas of their intervention. Both primary and secondary data (over a time span
of five years) have been used in the study and standard analytical/econometric techniques i-e
ANCOVA, Mean difference and Binary Logistic models have been employed for the purpose.
The results reveal that both microfinance programs are successful in achieving their targets in
- term of poverty alleviation and increasing social well being however, the performance .()f IR-
Pakistan on comparative basis is better than Sungi Development Foundation. The‘empirical
results of this study indicate that the performance of microfinance program founded on the
Istamic principles of credit provision is better than the conventional program in a variety of
ways. As such, the Islamic microfinance programs are’ Bgttér candidates to achieve the objective
of poverty alleviation and reduction of income dispafiﬁes as also for their coinpatibility with

religious thinking of masses.
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CHAPTER-1

INTRODUCTION

Micro-financing refers to provision. of financial servicgs to poor and low-income
households having no access to formal financial institutions (Conroy, 2003). Microfinance is also
described as banking for the poor. Microfinance programs include management of micro credit,
savings, insurance and provision of other financial services as well as necessary trainings to group
members, with the .sole purpose to promote small scale and seli‘-sustainable businesses. In most of
developing countries, financing small and micro enterprise is considered a “new paradigm” for
bringing about development and eradicating absolute level of poverty (Hulmé and Mosley
(1996a)). Small enterprises have received growing attention at both national and international
levels during the last decade. A number of programs have been launched in different part of the
world by national and multinational organizations to empower and protect the poor. The most
important aspect of these programs is the provision of microfinance facility to non-bankable poor

on terms and conditions different from formal banking practices.

1.1  THE ISLAMIC MICROFINAN CE PROGRAMS

7

With the gradual revival of the Islamic financial System and the advent of Islamic banking
practice since the late 1970’s, the .microf‘mance organizations, based on the Islamic principles of
transactions, have also emerged overtime in the privéte sector. The objective of all microfinance
programs, whether conventional or Islamic, is basically the same, i.e. to alleviate poverty and to
help the marginalized groups of the society otherwise unable to produce physical collateral
required by formal financial institutions (banks). The strategies followed by bot_h micro-financing

programs are apparently similar since they are essentially looking at a "double  bottom line/



targel"— social gains a'nd commercial success. However, the philosophical approach to address
these issues is different. The Tslamic financial institutions naturally focus more on the welfare
aspects. The welfare measures may assume different forms, for instance imposing no penalty in
case of late payment for genuine reasons, risk sharing, profit and loss sharing accérding to ups and
downs 1n the business, asset 'based/backed transactions to elimiﬁate interest, settlement in the form
of goods rather than paper transaction. The welfare aspects of Islamic microfinance programs,
(facilitating the target groups through Qard-e-Hassan, Sadaqgah, Zakat, Awgqat, the absence ot Riba
etc besides normal lending activities) make them superior to their conventional counterparts. The
Islamic Microfinance Programs (IMFPs) are relatively new experiments in this field but expected
to have far reaching and deeply rooted impacts on the life style of common masses. The growing
magnitude of these programs has attracted the attention of researchers and policy makers in many
countries ot the world.

(The [slamic microfinance programs have gained considerable acceptability in Muslim
communities in particular and noﬁ-Muslim communities in general, since the principles of
financing adopted by these organizations are neither contradictory to the values and traditions of
the societies concerned nor inimical to smooth functioning of the economies. According to
principles of Islamic Sharaih, the profit and loss of .business is shared by financer and investor,
which protects the rights of both parties. The Conventional Microfinance Progranﬁ (CMI'Ps)
would like to avoid credit to extremely poor and marginalized groups of the society since they
(debtors) are generally expected to default (Ditcher (1996).. In contrast, the Islamic microfinance
organizations facilitate such people by providing them ‘with support from Zakat and Wagqaf funds.
As such these organizations can better serve the cqmmunity and make sure the participation of all

vulnerable groups in development and growth process of the economies concerned.

i



. A o ..l

P

The tslamic Reliet (Pak) and Sungi Development Foundation (SDI) are umong the lew
popular NGOs based in Pakistan. They are involved in micro;ﬁnancing activities for quite some
time. The present study is devoted to a comparative analysis of their structure, methodology,

performance and impact on the society within the selected areas of Pakistan.

12 RATIONALE OF THE STUDY

Considerable literature is available on the importance of microfinance programs, working
successfully in different parts of the world with particular focus on alleviation of absolute
poverty. The Nobel Prize awarded to Dr. Younas (of Bangladesh) has further strengthened the

belief that nothing can better solve the issue of poverty than the effective implementation of

microfinance programs. In this respect, the Islamic Microfinance Programs are lagging

somewhat behind the Conventional Microfinance Programs. It is ggncrally be]iéved that IMFPs
are comparatively more.cooperative to the target groups by nature due to availability of short
term interest free lending (Qard-e-Hassan) and long term profit-loss sharing (Musharakah)
financing modes. The very concept of Islamic microfinance is superior to the conventional
financing at least on theoretical grounds (Umer Chapra -2007). The CMFPs are usually.
considered as purely commercial in nature, which are bound to ighore the eXlrcmcly poor and |
marginalized l" sections of the society for fear of default. Thesé differences between CMFPs and
IMFPs naturally give rise to some interesting quéstions that need thorough empirical
investigation besides theoretical exploration. ‘Some interesting queries may be as under.

. Is there any significant difference between CMFPs and IMFPs so far as their actual

operations are concerned?

) Which program has comparatively greater social, psychological and economic impact on

their clients?

(8]



0 Do the claims found iﬁ the contemporary literature in favour of IMFPs really work?

The present study attempts, to investigate such important questions. An in-depth
empirical investigation to explore the financial health, sustainability and performance of
microfinance organizations on one hand and exploration of the impact of these programs on the
socio-economic life of masses on the other hand will be a useful contribution in this area. For
this end, we have selected two important NGOs namely, the Islamic Relief Pakistan (IR-Pak) and
Sungi Development Foundation (SDF) both engaged in micro-financing practices with more or
less similar address groups but with different operational instruments. A very brief introduction
of these organizations is given below.

The Sungi Development Foundation (SDF) was established in 1989 and registered in
Pakistan in May 1990 under the Societies Act., 118()0 as a non-profit. non-government. public-
interest organization (P1O). According to Sungi’s mission statement, the objective is to bring
about policy and institutional changes by mobilizing the deprived and marginalized communities
to create an environment in which they [corﬁmunities] can transform their lives through the
equitable and sustainable ’USC of resources.

The Islamic Relief (IR) is a UK-based international NGO, which commenced operations
in Pakistan in 1992 and secured a registration with Security & Exchange Commission of
Pakistan in 1994 as a company limited by guarantee .(Local NGO). It is also registered with the;

[conomic Affairs Division - Ministry of Finance, Government of Pakistan.

1.3 OBJECTIVES OF THE STUDY

1. To evaluate the financial health of Islamic and conventional microfinance programs with

reference to Islamic Relief (Pak) and Sungi Development Foundation (SDF).
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To compare the mode of operation and existing practices of both the organizations so as

to bring forth the current scenario and understand their future course ol actioi.

Lo

To evaluate the impact of both the programs on the socio— economic conditions of the

poor marginalized groups in the areas under study.

1.4 ORGANIZATION OF THE STUDY

The study is organized into the following seven chapters.

Chapter- IJ that follows the present introductory part consists of a detailed literature review
about Conventional and Islamic Microfinance programs and their per‘formance. Chapter -III
discuses the organizational profile of Islamic Relief-Pakistan and Sungi Development F'oundation.
Chapter-1V discuses the methodology and énalytical framework developed to evaluate the financial
health, sustainability and performance of these organizations and to study the impact of their
intervention on the socio-economic life of their respecti.ve clients. Chapter -V provides details on
nature of data and description of variables. The diécussion and analysis of results is d’istributed in
Chapter —VI and VII, both occupying the central position in this study. As usual, the final part;

Chapter-VIII is devoted to conclusions and policy implications.



CHAPTER-2
REVIEW OF LITERATURE
Microfinance is relatively a newer concept and the literature on related topic i searce.
The literature on the performance 'of Microfinance programs (Conventional as well as Islamic)

and their relevance to poverty alleviation can be divided into two sections

2.1 PERFORMANCE OF CONVENTIONAL MF PROGRAMS

Bolnick (1990) finds that participation of microfinance institutions had a positive irhpact ;
on small enterprises, labor employment and growth; although the impébt was noticed to be
different across the sample. He conducted a survey in Bangladesh and interviewed more than
- 1500 respondents. By using various descriptive statistics techniques he came to the conclusion
that implementation of-effective microfinance programs has a sigﬁiﬁcé{nt impact on small
enterprises.

McKernan (1996) investigates that participation of people in micréﬁnance programs can
produce positive impact on self-employment profits. By using cross coﬁntrgl data of conventional
Microfinance institutions, for five developing countries (namely, BangladeSh, Pakistan, Srilanka,
Maldives and Nepal) he came to the conclusion that besides ce;rtain other positivei impacts of
Microfinance program, it significantly increasés self employment' énd profit ‘fr‘o~n.1' self.
employment.

Hashemi (1998) investigatés the question of female empowerment. He finds sufficient
cvidence  that participation{in microfinance program has statistically - significant impact on
women empowerment. He conducted a survey in Bangladesh and_ﬁ_s_éd different statistical

techniques to asses the impact of these programs on women empowerment.



Khandker (1998) evaluates the impact of microfinance programs on the well béing of
poor marginalized groups. He conducted a survey in Indonesia with the help offa well established
microfinance organization. He finds a positive impact of microfinance progfams on poor and
ignored segments of the society. He further concludes that the impact of microfinance programs
can be enhanced if the facility is specially provided to women.

Wydick (1999a) finds that provision of microfinance facilities can significantly increase
the income of beneficiaries of these programs and thus can change their status in the society. He
took a sample of 900 clients of three different microfinance institutions and investigate the
impact of these programs on clients’ earnings. He used a multiple linear regréssion model to
measure the influence of a set explanatory variables on dependent variable Y(income of client).

K.A.Ahmad (2008) evaluates self-sustainability of Microfinance programs by using a
simple statistic i-e the income to cost ratio given by the formula: Percentage of total cost covered
by income generated = Income ¢arned during one year divided by total cost incurred during thq
period multiplied by100. He conducted a survey in three developing countries to asses the impact
of Islamic microfinance program of Islamic Relief on poor and marginalized people in the ’areas
under study.

Copestake et al. (2001) find that clients of microfinance institution (experimental group)
who obtained two or more loans recorded high growth in terms of household income and profit
as compared to a control sample. He conducted a survey inSrilanka and col_lected the responses
of 850 respondents (600 clients and 250 non-clients) to investigate the impact of duration of
membership of clients’ earning. He came to the conclusion that duration of membership is;

- positively related with clients” earning.



Dunn (2001) evaluates the impact of microfinance programs on controlled and
experiﬁwntal groups. H.e finds that the performance of experimental group is far better than
controlled group in terms of earning, profit and assets. He took a sample of 1000 respondents
(300 control and 700 experimental) in Nigeria and used regression techniques to asses the impact
of Microfinance program on life style of clients. He concluded that microfinance programs
significantly influenced income level of clients.

Buckley (1996) reports that a Malavi microfinance institution (Malawi Mudzi)
experienced a huge default rate due to allocation of micro credit towards consumption purposc
He further elaborates that the defaulter rate was 33 %. He conducted a survey in Malaysia and
found that micro credit can only be beneficial if properly utilized for productive purpose.

Hashemi (1997) reports that conventional microﬁnance institutions cannot survive
without a subsidy. He argues that conventionally well known and well stabilized microfinance
iljstitution of Bangladesh namely Grameen Bank would operate at a loss without grants at 1996.
He investigates the sustainability of conventionally largest Microfinance institution and
c;onc]udes that at the earlier stages sustainability without grant seems a bit difficult.

Karnani (2007) argues that the focus on creating micro husinesses is not as valuable as
the proponents argue because many developing countries already have a sub optimally high level
of small business that are not able to exploit economies of scale available to larger business. He
argues that large businesses are able to create more employment than microfinance and this is
more effective to reduce poverty. |

Hulme (2000) suggests methodologies for imp‘act assessment of microfinance programs.,

These are namely, controlled group survey, ethnography and participatory learning method. He



summarizes that for better and reliable results regarding the impact assessment of micro finance
programs one should not rely on a single method but it should be a set of different methods.
Hyman (1998) investigates optimal impact assessment methods by comparing four
evaluation systems for the microfinance institutions in Bangladesh. Finally he came to the
conclusion that we need some advanced and more reliable methods of impact assessment of

microfinance programs ought to be developed.

2.2 PERFORMANCE OF ISLAMIC MF PROGRAMS

Ahmed, Habib (2002) investigates financial health, efficiency and performance of Islamic
microfinance programs by using various financial ratios i-e Return on assets (ROA). Net returnl
Margin (NRM), Operating Costs as a Percentage of Loan Disbursed (OCL) and Beneficiaries to
Employee Ratio (BER). He compares the performance of three (Al-Falah, Noble and Rescue)
[slamic microfinance ins‘titutionS workiﬁg in Bangladesh. He concludes that the performance of

Al-Falah is better than the rest of two institutions.

Ahmad. K (2002) believes that Islamic microfinance can provide greater benefit to client's
throﬁgh non-interest based financing and reliance on funds from awgqaf as a substitute to
expensive external fund. He found that a loss in business, ih case of conventional micro credit
will cause double loss to creditor i-e he /she will loose his livelihood sources on one hand and
will return the principal amount along with the rate of interest to conventional micro credit
institate on other hand. He investigates theoretically the drawbacks of interest based loans and its
negative impacts on society. He suggests that poor and marginalized segments of an Islamic

society can be facilitated from Zakat and Awqaf institutions.
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Sadeq (2004) while working on conventional as well Islamic microfinance organizations
in Bangladesh found that negative socio-economic effects associated with conventional

microfinance has led to the experiment of providing Islamic alternatives, which will be a

substitute of conventional microfinance = program. He further elaborates that Islamic

Microfinance programs are free from the negative effects. While explaining his argument he
emphasized that Islamic microfinance organizations facilitate the poor and marginalized groups
by giving them support from Zakat and Wagaf funds. As such these organizations can better.

serve the community and make sure the participation of all vulnerable groups.

Mannan (2007) while working on microfinance programs with reference to Bangladesh
finds that MFI[s are based on the implicit assumption of social class conflict, so they tend to
empower women, whereas IMFIs intend to empower family by ensuring joint liabilitonf
husband and wife in case of lending to family or groups of families. He comparatively studied
the performance of Grameen Bank and Social investment’ bank limited. He concludes that
Islamic microfinance is a good substitute of conventional microfinance to provide loan for
productive purpose and to strengthen family integration.

M.M Rehman (2010) uses a binary logit models fér'i}npact assessment of clients well
being. He used a set of dummy variables (dummy for mature clients, educational dummy,
duration of membership etc) as explanatory variables to asses the impact of microfinace on the
clients well being. He collected data from a sample of 1,020 respondents in a sampl‘ei survey.
Result shows that a significant number of clients have improyed their religious observations such
as prayérs and fasting. Results of the econometric models shows that houéehold income,
productivity of croﬁs and livestock, expendituré and employment increased significantly due to

the influence of changed behavior and availability of Islamic micro—ﬁnance,’ |

10



2.3 SUMMARY OF THE LITERATURE REVIEW

Microfinance is. considered as a strong instrument to alleviate poverty and improve
distribution pattern in an economy. The existing lit¢1~ature reveals that although there is need for
effective microfinance programs on a wider scale to achieve the targets, (i}-e to alleviate the
absolute level of povérty and improve the distribution pattern) however the conventional
.microﬂnance practices involve some undesired elements i-e Social class conflicts, the element of
Riba in transactions, high markup rates etc, which bring forth several hurdles in the effective
implementation of these programs in Muslim societies. The Islamic microfinance programs, on
the other hand, provide a better alternative. As already discussed, the objectivé of both the
programs is essentially the same (poverty alleviation through focusing on the marginalized
groups) and the strategies followed may be similar (focusing on social gains as well as ﬁnancial :
sustainability), however the 'philosophicakl approaches to address these issues are different.. The
Islamic microfinance institutions enjoy an edge/ additional worth in that they can help the poor
clients through other instruments like Qard-e-Hassan, Zakah. etc. As such, they contribute
forcefully to the cause poverty alleviation in favour of the marginalized groups, which makes

them superior to conventional microfinance programs.

1



CHAPTER-3

ORGANIZATIONAL PROFILE

In this chapter we briefly discuss the organizational structure of micro finance

organization under study, their modes of operation and the target groups which they address.

3.1 SUNGIDEVELOPMENT FOUNDATION (SDF)

The Sungi Development Foundation was established in 1989 and registered in 1990
under the Societies Act, 1860 as a non-government, public-interest organization (PIO) to work

according to its vision and mission statement in different part of Pakistan.

3.1.1 The Microfinance Prograim

Microtinance facility is provided to poor and marginalized group in selected areas under
Sungi’s Credit and Enterprise Development (C&ED) section, which is part of the larger
Sustainable Livelihood Program (SL). This is one of the three core programs, launched by SDF

which mclude:

. Social mobilization and development (social mobilization, health and sanitation);
. Advocacy Support Program (Campaigns, collisions, communications and publication);

. Sustainable Livelihood (C&ED, natural resource management (NRM), and craft

promotion).

The Sungi Microfinance Program started in late 1994 with an initial capital of PKR

80,000 provided by the United Nation Development Program. The major responsibilities of the

program include:
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. Mobilization of community savings;

. Disbursement of credit to members for productive activities i-e generating income and
self-employment.

B Provision of necessary training for optimal utilization of micro credit.

. Development of market linkages.

’

The micro-credit policy is reviewed every year since 1994 by a committee including
experts, staff members and community members. Credit applications are initially appraised by
field coordinators and then forwarded to zonal coordinators for scrutiny. Finaily, the applications
are forwarded to the C&ED at the head office for final decision regarding provision of cfedit to

members. Map-I working area of Sungi Development Foundation
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' 3.1.2 Terms and Conditions of Credit

Micro credit limits Rs. 10,000 to Rs. 100,000
Credit Period 12 to 36 months
Processing Fees NIL ‘

Repayment mode . /Monthly Installments
Insurance and Services Included in repayment

Running Business or two years experience of work

Annual income of the applicant is less than the minimum taxable limit.

o National Identity Card copy

o Application form, duly filled

¢ Undertaking for acceptance of the terms & conditions

« Two business guarantors from within thé group |

 Provision of electricity or gas bill (latest but not older than 6 months)

« Further documents may be necessary for specific products

3.1.3 District Batagram (The Intervention. Area of SDF)
Sungi is working in different areas of Kashmir, Hazara Division and Punjab. We have

selected District Battagram for evaluation in this study.
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District Battagram is located in Hazara division of Khyber Pukhtoonkhwa (former
NWFP). Alai and Battagram are two tehsils of the district, comprising 20 union councils and 400
villages. The literacy ratio in the district accounts to 18.3 percent (males 29.4 percent as against
6.5 percent for females). Unemployment rate in the district is 41 percent. More than 65 percent
of thé population lies below poverty line, where 27 percent of the population belongs to lower

middle-income group that is liviﬂg from hand to mouth (vulnerable). The working area of Sungi

Development Foundation is approximately the whole district.

3.2 ISLAMIC RELIEF PAKISTAN (IR-PAK)

The Islamic Relief is an international, UK-based NGO, which started operations
Pakistan in 1992. It is registered with Security & Exchange Commission of Pakistan since 1994
~ as a company limited by guarantee (local NGO). Initially the organization started operation with

the following interventions:

. One to One Orphans Sponsorship
. Emergency & Relief operations in earth-quake/flood affected areas.
. Seasonal Projects - free distribution of meat during Eid-ul-Adha and distribution of food

packages among the during the Holy month of Ramadan.

Based on the successful experience of implementing Islamic Microfinance program since
2001, the Islamic Relief (Pak) entered into institutional partnership with Hong Kong and Shangai
Banking Cooperation (HSBC) and Meezan Bank for small scale enterprise development. These
initiatives strengthened the capability of Islamic Relief (Pak) to meet its objectives of creating

employment opportunities and social uplifting by providing microfinance services according to

Shariah principles.



3.2.1 Intervention Areas of the Islamic Relief (Pak)

The intervention areas of Islamic Relief for microfinance operations that we have
selected for this study are the urban slums of Rawalpindi i-e Naseerabad, Qasi'mabad, Dhok-'
Mustaqeem, Dhokratha etc. Rawalpindi is an important city of Punjab ﬁrovince. It is the fourth
largest city in Pakistan. The population of Rawalpindi is approximately 3,039,550 according to
the 2006 census. The literacy rate is 70.5% (January 2006). There are more than 900 industrial

units, which directly employ 1.6% of the total population.

Up to 2007; the objective éf the Islamic Relief ﬁnancillg project was to provide interest
free loans to the poor segments of the society so as to enable them to start and expand their micro
business/enterprises. The Islamic Relief undertakes micro-financing activities through its section
called: Small Scale Enterprises Development (SSED), which expanded its scope and included
new categories of loans (other than income generation loans). These included loans for home
improvement/reconstruction, education and female enterprises (particularly the widows). The
methodology for disbursement of credit is based upon Islamic mode of financing: Murabaha —
mark-up. From 2007 onwards Qard-e-Hassan is also used as vehicle for the delivery of
construction and educational loans. The project is funded by Islamic Relief Head Quarter

(IRHQ), UK.
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322 Borrower’s Selection Criteria (IR-PAK)

Limits of micro credit Rs. 5000 to Rs. 100,000
Credit Period 6 to 24 months
Processing Fees NIL

Repayment mode Monthly installments
Services Included in repayment

e Applicants should be mature i-e over 18 years of age.

e Annual income of the applicant should be less than the taxable limit.
e Applicants should belong to the intervention area of the organization.
e There shoﬁld be no explicit criminal charges against the applicant.

e Applicants should be “relatively poor” and belong to vulnerable sections of

the population (such as widows, registered disabled, etc).
e Applicants should agree with the terms and conditions of loan.

e There should not be more than one loan held by a household at one time.

e National Identity Card copy

e Filled application form for Murabahah transaction

e Under taking to abide by the terms and conditions.

e Two busihess guarantors from within the group

e  Provision of electricify or gas bills (latest but not older than 6 months)
e Further documents may be necessary for specific products.

» Approval of the credit officer (of the area).




CHAPTER-4
METHODOLOGY AND ANALYTICAL FRAMEWORK

In this chapter, we discuss the model and methodology adopted to evaluate performance
of the microfinance institutions under study and to see the impact of their intervention on the life

style of the respective clients.
4.1 METHODOLOGY OF RESEARCH

The objective of this study is to compare the performance of conventional and Islamic
microfinance programs in their efforts to support the poor and marginalized section of the society
and to evaluate the impact on the life style of these people after intervention for many years. For

this purpose we have selected two NGO’s, namely the Islamic Relief Pakistan (IR-PAK) and

- Sungi Development Foundation (SDF). In order to focus on their intervention and to evaluate

their performance; we have édopted a two-pronged strategy. First, we analyze the performance
of these organizations via the published data on the financial health, sustainability, return on
assets, operating cost, beneficiaries and clients, volume of credit etc. The requisite information.
has been drawn from the annual reports of the organization concerned over a span of six /seven
years of their intervention. Second, the impact of intervention of these organizations on the life
style of the clients is evaluated on the basis of primary data collected via filling of questionnaires
from randomly selected respondents in the areas concerned. The respondents not only comprised
the clients or beneficiaries of microfinance programs but also those household who had no such
relationship with the or_ganizations concerned. The inclusion of such households in the survéy is
to validate the impa(;t assessment and to investigate whether a better sociq—economic position of
clients is excluéively due to the intervention of these programs or ofhefWise. These independent

respondents comprised the control group of the study. The number of such respondents is twenty
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five (25) for each organization, whereas the total number of respondents (including both control
and experimental groups) from each organization is 125. Copy of the questionnaire is appended
at the end. After this brief introduction, we discuss the analytical framework for performance

evaluation of the contemporary microfinance programs under reference.

4.2 PERFORMANCE EVALUATION OF MF PROGRAMS

According to Chapra (2007), a financial system (irrespective of whether Islamic or
conventional) is traditionally evaluated on the basis of efficiency and sustainability. Keeping
this in mind we follow the methodologies adopted by researchers in similar studies in the area.‘
For instance, Habib Ahmad (2002) investigates financial health, efficiency and performance of
microfinance programs by using various financial ratios. These ratios are given as:

Net Income "

1. Re turn on Assets (ROA) =
Total Assets

Total Income ( from investment + int erest) — Total Cost

1. Net Re turn marg in (NRM) = *100

Total Operating Assets

Operating Costs
Total Loan Disbursed

*100

i, Cost — Disbursement Ratio (OCL) =

Total Beneficiaries

iv. Beneficiaries : Employees Ratio (BER) = *100

Full —time Employees

In contrast K.A. Ahmad (2008) evaluates self-sustainability of microfinance programs by
using a simple statistics: the income to cost r_étio (ICR) given by the percentage of total cost

covered by income generated (both estimated on annual basis):

Income Earned
Total Cost Incurred

V. Income to Cost Ratio (ICR) = *100 (duri.ng accounting period)
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As mentioned above, we draw the relevant data from the annual reports published by the
organizations concerned. In addition to above indicators, we are also interested to evaluate and
explore the available information regarding the number .of clients (gender wise). credit
disbursement, recovery rate, year of schooling of clients, family size, income and expenditure of
the respondents ete, under the title of descriptive statistics. Information about these features will

help us in analyzing the socio-economic impact of microfinance programs on their clients.

4.3 SOCIOEC ONOMIC IMPACT OF MICROFINANCE PROGRAMS

So for as the impact analysis is concerned, M.M Rehman (2010) uses binary logit model
for assessment of clients” well being. He uses a set of dummy variables (for maturity of clients,
education level, duration of membership etc) as explanatory variables. We intend to make use of.
these indicators for comparative analysis of the programs to evaluate the state of the art and to
explore future trends of the organizations. However, we use a set of both binary and continuous
explanatory variables in the regressions. Besides the usual econometric techniques, we employ
the mean-difference approach in order to make the analyses more meaningful. The models are

discussed below:

4.3.1 Simple/ Mean Difference Model

In order to investigate the impact of Microfinance programs in the areas undef
consideration, Quasi-experimental design has been used. We shall compare beneliciarics_ ol
microfinance (Experimental group) programs with those who are not receiving such beneﬁté
(control group) but having the similar socio-economic profile and cultural characteristics as those
of the first group. The objective is to investigate if the microfinance programs under reference

have any significant impact on the living standards of the beneficiaries or otherwise.
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The simple Mean Difference Model employed for the purpose is explained below.
/\ Y = ( Y v Y l'_)

AY = Change in the outcome variable of interest (Income, Expenditure)

Y = control outcomé indicator (Income, Expenditure)
T = Households in Treatment group.
C = Touscholds in Control group (untreated).

In order to avoid selection bias, the éontrol group has been selected from the same
intervention area of microfinance organizations, who are approximately having the same socio-
economic characteristics and sharing the same language and culture.

Atthough, the two samples (control and experimental groups) are drawn from their
. corresponding populations randomly, however we do not know about the form of population
distribution and likewise the corresponding population parameters are also unknown. Tn order to
investigate whether the difference between experimental aﬁd control group is statistiéally

significant or otherwise, T-tests have been employed to the available data.

Z‘:,/Y'/'—'Y('/\/S'/‘2 /n'/‘+S(."2 ' A
In case, the unknown population variances of control and experimental groups are the

same, then the degree of freedom of t-statistic is equal to nt+nc-2. Conversely, if the unknown

population variances of control and experimental groups are different, then degree of freedom of

2 - 2 12 '
t-statistic is given by: df = [|(S' /7n,) + (,S( ,/’?c)]
(S /In) /ne v (ST /i

I-statistic i1s used to show whether Population variances of both groups are mutually equal or

otherwise. F-statistic is calculated as:

F=S'1df | S*1df
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In order to rectify further the economic impact of the said microfinance programs on fc'he.
life style of their respective clients, the incomes and expenditures of the clients can be cross

checked for the periods before joining the said programs and afterwards. The test statistics used

__d
Sd/n

for the purpose is given as:

4.3.2 The Impact on the Earnings of Clients

The indicators of-Asocio-economic well being include the percent increase in income and
total assets of the clients (or the growth rates), diversification into new products and services,
increase in social ihteraction and market linkages, increase in the knowledge of Islam and
understanding of the Islamic modes of financing etc. As discussed above, the information is
/d'erived through survey conducted in the selected areas of Battagfam and Rawalpindi where the

two NGO’s are operating over the past several years.

ANCOVA and Maximum Likelihood Binary Logit models are employed for this purpose.
These models helb us in cross comparisons of  socio-economic conditions ol the people

concerned (including both clients and non-clients).

Yi:,B()+IB| Dc-"f,BzDs"’",B,;Xa"‘,B“X'ﬂ"'g,- ....................... (1)

Where Y, = is the earning of respondent per household.

D¢ =1 when individual selected is client and D¢ = 0 if otherwise (non-client).

Dy = 1 if the respondent has other sources o,f earning Ds = 0 if otherwise.

Xa is an important determinant of income level. X, shows education level of respondents.

- Xn shows membership duration of respondents.



" 4.3.3 The Impact of Microfinance Programs on the level of Poverty
Here we use a Logistic model of the typical form. The dependent variable is constructed
from the information collected through survey. In addition to the dummies used for assessment

of income and explained above, we incorporate two additional binary variables in the model:

Z.=a,+a D, +a,D, +a, X, +asXm+asXs+ &g,

!

Where z, = 1 Pi_ is the odds ratio, i-e the ratio of the probability that an individual’s  average
- P .

monthly earning is above the poverty line to the probability that he falls below the line'.

pi = probability that a respondent is living above the poverty line.

D, is the dummy variable used to show clients and ndﬁ-clients; assumiﬁg values of 1 or 0.

Dy is the dummy used for individuals having other sourceé of income, assuming values of 1 or 0.
Xa 1s an important determinant of income level. Xa shows education level of respondents.

Xm shows membership duration of respondents.

X{1s represents respondents’ family size.

4.3.4 The Impact of Microfinance Program on the Households ‘Well Being’.

The notion of well being is sofnething parallel aﬁd opposite to poverty. Qualitatively, it
may be reflected by the perception (or feeling) of the respondent that his life style has been
improved in general after.getting support from the microfinance program. It is denoted by the
odd ratio ‘W’, which may assume the form of a binary variable. The parameter ‘A’ shows the

probability that well being of the respondent has increased overtime. In case an individual feels

5. For the purpose of this estimation, we assume Rs: 5100/- per month as the benchmark poverty line according to
the World Bank definition of 2 dollars per day. Taking the exchange rate of Rs. 85/- per US dollar as on June
11" 2010 (when the survey was conducted), the monthly income for an individual to finance the minimum basic’
requirements turns out to be: 2*¥85x30 =Rs 5100/-
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i,

that his well being has improved after interaction with the program concerned, then the
dependent variable will be coded ‘1’ and otherwise ‘0’ if he feels no difference.

Alternatively, this notion can be quantified and consumption expenditure may be
considered as proxy for the level of well being. We may assume an average MPC for the
population of respondents and compute a benchmark level of consumption expenditure sufficient
enough to fulfill the basic needs. The variable ‘W’ then denotes the odd ratio of the probability
that monthly consumption d‘f an individual is equal to or greater than the benchmark level to the
probability that his earning is less than the said .level. This ratio will help us in evaluating the
impact of intervention of the microfinance programs on well being of the clients. There is no

change in the rest of the structure.

=0, +0,D, +08,D, +0,X, +04Xm+ 05Xp+ &,

W, = JEA— is the odds ratio, i-e the ratio of the probability that wellbeing of the individual has

i

increased to the probability that he does not feel so.

Ai = probability that wellbeing of the individual (respondent) has increased.

D¢ is the dummy variable uséd to show clients and non-clients; assuming values of 1 or 0.

Dy is the dummy used for individua_ls having other sources of income, assuming values of 1 or 0. -
Xa 1s an important determinant of income level. X, shows education level of respondents.

Xm shows membership duration of respondents.

Xy represents respondents’ family size.

This MPC level is estimated by running a simple regression: C=b,+b,Y;+e;, where C; is the consumption level and
Y is income of ith respondent. The MPC estimated from the survey data for the Islamic- Rehef (district Rawalpindi)
is 0. 816, and that for the SDF (district Batagram) turns out to be 0.768.
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CHAPTER-5

DATA AND VARIABLES

In order to evaluate the impact of conventional and Islamic microfinance programs on the
socio economic life of poor marginalized groups, and also to explore the fihancial health and
sustainability of both the programs, a mixture of both primary and secondary data has been used.

We discuss the sources of data and describe the variables used in the study.

5.1 SOURCES OF DATA

Basic information about the structure, working capital and assets of the organizations,
number of clients, financing strategy etc. has been drawn from the‘anr'lual reports of Islamic
Relief Pakistan and Sungi Development Foundation. For the purpose of 'impact assessment,
primary data over a cross section of randomly selected clients have been collected through
questionnaires (copy enclosed as appendix) from the urban slums of district Rawalpindi,
Naseerabad, Qasimabad and Dhok Mustageem etc (intervention area of Islamic Relief) and from
union councils Ajmera, Batamori, Shumlai, Kuzabanda etc. of district Battagram, Hazara NWEP
(working area of Sungi Deveiopment Foundation). To avoid bias and to isolate the impact of
these programs on the life style (;f 'their‘ respective clients, a control group of respondents from

each sample area has been introduced. The following table shows the details.

Table 5.1 Detail of clients and non-clients selected from each organization.
Respondents Islamic Relief (Pak) Sungi Develop. Foundation
Clients 100 100
Non-clients 25 25
o Total R 125 125
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In addition to different indicators related to dwellings, age, sex‘,j’leyel o‘f education, social
status, and financial asset of the respondents, we have developed'c’er.tain other indicators to
estimate the intensity of poverty and level of well being of the clients. As the intervention of
Islamic Relief (Pak) is relatively newer, the time series data about the number of clients [gender
wise], the volume of disbursement and repayment rates éan be available only for six/seven

performance years (2002-2008).
5.2 VARIABLES AND THEIR JUSTIFICATION

A number of variables and indicators have been used in estimation and analysis. These
are briefly discussed as under: |
5.2.1 Financial Indicators used to measure Efﬁciency of MFPs.
a. Return on Assets (ROA)

Return on Assets (ROA) is cqnsidered to be an appropriate measure of efficiency as it
indicates how well the assets (resources) of a firm are used to generate income. As noted earlier

o Net |
it is given by: ROA - [Ye OO %100
Total Assets

b. Net Return (Interest) Margin (NRM)

NRM indicates the efficiency of an organization via its role of intermediation. The
microfinance organizations are intermediaries since th¢y draw funds from different sources and
pass on these funds to the final users. As already discussed, the net return margin is the income
net of costs as percént of the operating asset: - NRM =(ZY, ~ZC,)/ L4,

Y1 = Income from Investment and interest receipts
Ci = Borrowing Cost (interest payments)

Al = Operating Assets

26



c. Ratio of Costs to Loan Disbursed (OCL)

Another measure of operating efﬁeiency is the OCL. If the field workers are efficient in
covering a larger number of beneficiaries, this ratio may be lower. It is given by the operating
costs as percentage of loans disbursed during the accounting period:

Operating Costs
Total Loan Disbursed

OCL = *100

d. Beneficiéries to Employee Ratio (BER)

Finally, BER may also be used to measure the operating efficiency of the microfinance
organizations. It may be neted, however, that while a large number of beneﬁciaries may increase
the income of the program per employee, it may also lead to problems in supervision and
increase in the default rate, which will affect the income adversely. BER can be calculated as:

BER = Total Beneﬁeiaries/Full-time Employees.

5.2.2 Variables used to Measure General Performance of MFPs.
a. Total disbursement (TD)

Total disbursement (TD) may be used as proxy of good performance of financial
institutions in general and microfinance organizations in particular. Higher total disbursement
during the-accounting period, the more successful \‘Jvill be the organization concerned.

b. Recovery rate

'l'hie is the other side of the same coin. Disbursement and Re_covery of loans go side by

side. Therefore, d satisfactory recovery rate is also considered as proxy of good performance of

the organizations concerned. The recovery rate (during a given period) is calculated as:

R Tolal Loans Re cov ered
Total Loan Disbursed

*100
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c. Total number of Clients

Total number of clients (TNCs) is also used as an indicator for successful performance of
microfinance organizations. If the number of clients increases with the passage of time, the said
organization will be considered to be performing well and enjoying good reputation. Simple

index number can be used for this purpose. SIN =[ZNC, / ZNCO]* 100

where NC; = Number of clients in current time period and NC, = Number of clients in base year.

5.3 VARIABLES USED IN THE IMPACT ASSESSMENT

The data on the following variables has been derived from field survey.

(a) Dependent Variables

As discussed in the previous chapter, we developed the impact assessment models for the
microfinance institutions under reference. We used £11e following variables in the analyses.
(i) Income of Individuals/ Respondents (Y)

Income of individuals (Y) has been taken as dependent variable in the impact assessment
models as shown in equations 1 to 3 of chaptér 4. An increase in individual’s income‘ca_n be
appropriately used as proxy of poéitive economic impact on the livelihood of individuals.

(ii) Indicator for Poverty Alleviation
p, '

The impact on alleviation of poverty is measured by the odd ratio Z, =TT As
: ' —Pi

discussed in chapter-4, the poverty line is considered to be Rs. 5100/- per month, which is
equivalent to $2 per day as the minimum standard estimated by the World Bank. The parameter
- *p’ then denotes the probability that income of the respondent is equal to or greater than this

benchmark.
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- (iii)  Indicator of Well-being/Consumption level
In addition to income level and impact on poverty level, we have introduced another

dependent variables for assessment of the intervention of microfinance programs, namely the

. . . A . .
well-being of the client, denoted by the odd-ratio w, = l—’— Many studies on impact assessment

1

of microfinance programs have used this qualitative index for well being. However, the well
being (or welfare) reflects a state of mind and depends on the perception of the individﬁal
concerned. Therefore, we have tried to quantify this index and used the household consumpﬁon
expenditure level as proxy for well-being. Assuming a simple Keynesian consumption function:
C = f{Y), we have estimated the aggregate consumption function for the two data sets, each
comprising 125 observations in the intervention areas of Islamic Relief and Sungi Development
Foundation. Utilizing the simple linear regression: C; = by + b; Y; + u; , the estimates indicate
MPC=0.816 ‘(in case of Islamic Relief-Pak) and MPC =0.768 (in case of VSDF intervention area).
The average MPC turns out to be 0.792. Using the poverty line of Rs. 5100/, the benchmark
level of consumption expenditure just sufficient to satisfy the minimum basic needs will be Rs.
4039/- or Rs. 4040/- approx. per month. It is now straight forward to compute the indicator of
well being ‘W’ where the parameter ‘A’ shows the probability that consumption of the individual
respondent is at least equal to this benchmark. .

o0
A
2 |
2y (b) Explanatory Variables

A set of dummy as well as continuous explanatory variables is used to evaluate the
impact ol microfinance programs on the life style of their respective clients. It may be recalled

that we have employed three regression models; however the number of explanatory variables is

not the same in all. The variables are discussed below.
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a. Membership of the Individual (D)

The respondents in our survey were both client .an_d_ non-clients. D¢ = | when the
individual selected (in survey) is a client and D¢ = 0 if oth;éﬁvise. The use of this dummy will
help isolate the earning of clients and non-clients. 1f the avéraéé earning of clients is greater than
that of non-clients belonging to the same socio-economic set up, then we may éxpect that
microfinance programs can bring about some change in the living standards of clients.

b. Other Sources of Household Income (Dy)

Incomes of the individuals (respondents) may differ significantly due to existence of
earning sources other than those developed on the basi’s of the financial support extended by
MFIs. Agricultural (cultivable) land is particularly impor'tant in this case. In order to avoid this
earning bias and refine the results, we introduce another dummy, such that Dy = 1 if the
- individual selected has other sources of income and D =0 if it is otherwise.

In order to segregate and purify further the impact of microfinance program on the
carning of their resbective clients, we have introduced certain continuous variables in the
assessment model .as discussed below.

c. Duration of Membership Xmn)

The duration of membership or active association of an individual with the micro-finance
organization may result into availability of more credit for investment and th;:refore higher
earnings. We have introduced continuous variable (number of years) to capture this effect.

d. Education level of Client (X,) |
Education level of the client is a very important variable to influence investment and

production decisions. A highly educated client is expected to possess better understanding,
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knowledge and managerial skills and thus has the ability to invest the borrowed money in more
cfficient, secured and profitable businesses.
e. Age of the Client (X,)

Age of the client is considered as an indicator of maturity and work experience and
therefore an important variable in studies on impact assessment. Age of the family head
(showing maturity) and family size (sharing burden/ helping hands) significantly affects saving
decisions and planning for investment at household levels.

f. Family Size of Respondent (Xj;)

Family size is an important variable that influences iﬁcome and consumption level of
households. Families with larger dependent members are generally expect‘gd to face higher level
o_f consumption and thus less saving. However, this factor is also responsib’]é for higher level of
earnings. workforce and socio-economic strength, which is often ignored in the analyses. We

have therefore included this variable as an important determinant of household income.
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CHAPTER-6

RESULTS AND DISCUSSIONS-I

(Financial Ratios and Descriptive Statistics)

Ahalysis of data has been divided into two parts. This chapter is devoted to estimation of
financial ratios and des§1'iptive statistics so as to investigate the efficiency, performance and
financial health of Islamic Relief (PAK) and Sungi Development Foundation (SDF). As
discussed earlier, the data used in this part has been derived from the published annual reports of
the MFPs’ concerned. The next chapter comprises the impact assessment of the microfinance
programs on the clients. Before proceeding further, it may be useful to give a brief introduction
of'the both microfinance organization.

6.1 BASIC INFORMATION

The basic information of the two comparable microfinance organizations is given in the

following tables without comments. It may be noted that Islamic Relief and SDF were

established and registered in 1992 and 1990 respectively

Table 6.1 Source of Income

SOURCES ISLAMIC RELIEF -PAK SDF
Donations v v
Organization own assets v - v

Loans/Qard-e-hasana v : X
Others ‘ v v

Source: The data has been collected from the program coordinators through a specially designed questionnaire.
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Table 6.2 Basic Information (2003-2008)

Information Islamic Relief Sungi Development
(Pakistan) Foundation (SDF)

No. of Beneficiaries (clients) | 2719 2885

Total Disbursement (Rs) 44 Million +28.85 Million

‘Average Disbursement 16000 Rs 10122 Rs

No. of Employees (June2010)- | 8 32

Female Beneficiaries 17% >93%

Dropout rate (% of total) NA 20%

Savings/Deposits of Members | No provision 13000 R%

Risk fund (Rs) NA 900000

Saving Members/Beneficiary | NA 4.561

Source: The data has been collected from the program coordinators and annual reports.

6.2 PROFITABILITY AND EFFICIENCY

The profitability and efficiency of both the programs can be mutually compared on the

basis of Return on Assets (ROA), Net Retufn Margin(NRM), Operating Cost as percentage of

Loan disbursed (OCL). Table 6.3 gives the comparison of financial ratios.

Table 6.3 Profitability and Efficiency

Statistics " Islamic Relief (IR —PAK) Sungi Dev Found (SDF)
Return on Assets (ROA) 3.42 2.15
1 Net Return Margin (NRM) 12.2 7.54
Operating Cost as % of Loan 7.5 11.45
Disbursed (OCL)
Beneticiaries to Employees 339 90
Ratio

Source: Financial ratios have been calculated on the basis of data set collected from Microfinance Coordinators and

Annual Reports.

(98]
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The financial performance of Islamic Relief Pakistan seems to be relatively better than
the well-established conventional NGO namely, the Sungi Development Foundation (SDF). The
ratio of Beneficiaries to Employees (BER) is used to measure the efficiency of the employees,

and in this respect the performance of Islamic relief is much better than its counterpart.

6.3 SELF-SUSTAINABILITY OF THE PROGRAMS

The self-sustainability of Microfinance programs can be simply calculated by income to
cost ratio (ICR) = (Income earned/ Cost incurred) during one year. The following table shows
self- sustainability and recovery for rate for IR (Pak) and SDF.

Table 6.4 Self Sustainability- Comparative Position

Islamic Relief (Pak) SDF
“Income to Cost Ratio (2009) 22215 "16.24
Recovery Rate (2009) 99% 99%

Source: The data regarding self-sustainability index and recovery rates have been taken from Annual Reports 2009
of Istamic Relief (Pakistan) and Sungi Development Foundation.

If we look at the sustainability index, the microfinance program of Islamic Relief (Pak) is
more sustainable as compared to Sungi Development Foundation. They are however comparable .

so as for as the recovery rate from disbursement of loans is concerned.
6.4 BENEFICIARIES AND DISBURSEMENT

Here we discuss the basic infornﬁation about the two programs in terms of beneficiaries
and disbursement of loans retrieved from their annual reports. Table 6.5 and 6.6 show the
descriptive statistics about the number of male and female clients and total disbursement per
annum in case of the Islamic Relief and SDF respectively, derived from five years data (2003-

2008). Taking this into consideration, we find that average number of clients per year is 340
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(average male clients are 302 and average female clients are 38). Annual average disbursement
(Murabah’ah Transactions) for Islamic Relief (Pak) is Rs. 5,367,913. Likewise, the average

number of clients per year is 213 (average male clients are 61 and average female clients are

153). Annual average disbursement is Rs. 4, 74,132 for Sungi Development Foundation.

Table 6.5 Beneficiaries and Disbursement (IR-Pakistan) over 2003-2008

Total number Total
Male Clients | Female Clients of Clients Disbursement
Statistics (per year) (per year) (per year) (per Year) Rs
Mean 301.8333333 37.5 339.3333333 5367913.333
Median 301 40 341 5762356.5

Sample Variance 11596.56667 160.3 14089.06667 1.54308E+13

- Minimum 114 21 135 777640

Maximum 428 50 477 9912412

Count 6 6 6 6

* The monthly data has been converted into yearly data and descriptive statistics have been calculated on the basis
of a data set 2003-2008, derived from annual reports.

Table 6.5 Beneficiaries and Disbursement (SDF) over 2003-2008

Total numbér Total
’ Male clients | Female Clients of Clients Disbursement
Statistics (per year) (per year) (per year) (per year) Rs
Mean 60.5 153.25 213.75 3072500.167
Median 60.5 142 212.5 2828331
Standard Deviation | 18.0237938 59.9422341 72.95742398 239868.1
Skewness -0.047235518 0.39184695 0.494554958;\ 0.210529
Minimum 32 76 119 798767
Maximum 89 254 343 6877790
Sum 484 1226 1710 3072500
Count 6 6 6 6

A Descriptive statistics have been calculated on the basis of a data set 2003-2008, collected from the annual reports
of Sungi Development Foundation (SDF)
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Figures 6.1 and 6.2 show the annual increase in clients’ (gender wise) and total

disbursement respectively in case of Islamic Relief and Figure 6.3 and 6.4 depict the same

information in case of Sungi Foundation. Simple trend lines are used to show the current position

and-future prospects of the selected organizations.

No of cI_ien_ts

TD (in thousand rupees)

Figure 6.1 Annual increase in Clients (IR-Pakistan)

No. of Male
Client

No. of Female
Clients
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Flgure 6 3 Annual increases in Clients (SDF)

Total notv“f chents o

: —FNo. of l\\/yiél“e Client

—— No. of Female
Clients

No of clients

Figure 6.4 Annual growth in total Disbursement (SDF).

Total Disbursment

Finally we may compare the pérformance of the two MFOs under reference. Figure 65
shows the overall growth of clients (both male énd female) and Figure 6.6 compares the total
disbursement of both organizations. It is revealed that the position of Islamic Relief (Pak) is
stronger than the well established conventional organization Sungi Development Foundation
(SDF) in growth rates of both the numBer of clients and annual disbu?sements over the period of

* study.
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Figure 6.5 Comparison of Clients gender wise.

Comparison of Clients genderwise !
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Figure 6.6 Comparison of total disbursement of IR and SDF
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6.5 SUMMARY OF PERFORMANCE EVALUATION

The study reveals that average number of clients for IR-PAK over tﬁe data period (2003-
2008) is 340 per year. The clients have considerably increased over time with annual growth of
more than 250 %. The annual disbursemeﬁt on the éverage (throﬁgh Murabaha Transactions) is
Rs. 5,367,913 with an annual growth of more than 490%. In co;qtrast, the average number of
clients for SDF is 214 over the same data period, which has increased overtime with annual

growth of more than 176 %. The Annul disbursement is Rs: 474132 on the average. .
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Taking into consideration the specified financial ratios i-e Return on Assets ( ROA), Net
Return Margin (NRM), Operating Cost as percentage Qf Loan Dispersed (OCL) and
Beneficiaries Employees ratio (BER) etc, the financial performance of Islamic Relief Pakistan is
better than that of Sungi Development Foundation (SDF). |

Looking at the indicators of self-sustainability given by the income to cost ratio and the
recovery rate, the Islamic Relief program has performed better in terms of financial sustainability
than the SDF over the data perioc; whereas both the institutions are comparable so far as thé
recovery rates are concerned. For instance, the difference can be clearly seen in terms of income
(carned) to cost ratio of both the institution for the same accounting period (year 2009): for

Islamic Relief (Pak) it is given by: 985647/4437262 *100=22.213% and for SDF the index turns

out to be: 745670/4587965 *100 = 16.252%.

39



CHAPTER-7
RESULTS AND DISCUSSIONS-II

This chapter.comprises the results of various models (ANCOVA, Simple difference and
Binary Logit) used to investigate the impaét of microfinance programs on the living standards of
ﬁeople. As already discussed, the information is obtained through a field survey conducted in the
selected intervention areas of Islamic Relief-Pak and Sungi Development Foundation. Before we

proceed towards the intended fask, it seems appropriate to summarize the findings of survey.
7.1 SUMMARY STATISTICS OF RESPONDENTS

7.1.1 Informatio’n Obtained from Intervention Area of Islamic Relief (Pék)

The average age of the respondents in the area under study is 32.68 years and the average
tamily size in the same area is 5.54 members (approximately 6 members). The average earning
of respondents is Rs: 18159 per family and the average expenditure is Rs: 14812. About 87% of
the respondents have their average monthly earning below the minimum required amount
sufficient enough to be considered as non-poor. In other words, only 13% of the respondents
have their average monthly income equal or, above Rs:5100 (equivalenf to $2 per day). It means
that 87% of the respondents in the intervention area of Islamic Relief (Pak) are living below the
poverty line. The data reveals that Islamic Relief (P'ak) focuses comparatively more on male
clients, since 80 % of the randomly selected clients are male while the remaining 20% are
female. Unlike the traditional microfinance programs, thevIslamic Relief '(Pvak) does not focus

necessarily on female clients; since the objective is to help the poor (both men and women)

rather than women empowerment (the slogan often used by such NGOS). The information

regarding respondent regions, sources of income, extra benefits received by the clients and

~ economic impact perceived by the respondents are shown in tables 7.1, 7.2, 7.3 and 7.4 below.
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Table 7.1 Respondent Region (Islamic Relief-Pak)
| . Cumulative
Frequency Percent Valid Percent, Percent

Naseerabad 48 34.8 38.4 38.4
Qasimabad 27 19.6 21.6 60.0
Dhokmustagim 44 31.9 35.2 95.2
Rawalpindi 6 43 4.8 100.0
Total ' 125 90.6 -100.0

Field survey (2010)

Table 7.2 Sources of Income by Occupation (Islamic Relief-Pak)

Cumulative
Frequency Percent Valid Percent Percent
Salaried job 2 1.4 1.6 . 1.6
Small business 7 522 57.6 59.2
Mobile shop 21 15.2 16.8 76.0
Others 30 21.7 24.0 100.0
Total 125 90.6 100.0

Field survey (2010)

The above table shows that majority of the respondents (57.6%) are running their own
tiny businesses while the rest of the respondents earn from diverse occupations. Other important
information derived from the survey (but not shown in the tabular form) reveal that 74% of the

respondents have only one earning family member, 25.6% have two earning family members and

0.8% have three working members. Regarding the income—expenditure compatibility, 83.2% of

the respondents consider their income sufficient enough to meet their expenditure level.
However, in case 6f any discomfort, they either have access to the islamic Relief for financial
assistance or rely on informal loans. The respondents were asked if they have derived extra
benefits other than financial support from the institution concerned during their association over

the past 2/3 years. Following table shows details of benefits received by the respondents.
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Table 7.3 Extra Benefits (Islamic Relief-Pak)
' Cumulative
Frequency Percent Valid Percent Percent
No extra benefit 76 55.1 60.8 60.8
Training 29 21.0 23.2 84.0
Market linkages 16 11.6 12.8 96.8
Others 4 2.9 3.2 100.0

Field survey (2010)

About 60.8 % of the respondents did not receive any extra benefits except the micro
credit. 23% of the respondents received extra benefits in the form of trainings, while 12.8% got
improved their market linkages with the help of Islamic Relief (Pak). Regarding the. economic

impact noticed by the clients, the following table shows a detailed explanation:

Table 7.4 Economic Impact Noticed (Islamic Relief-Pak)
_ Cumulative
Frequency | Percent | Valid Percent Percent

| No economic impact noticed 31 22.5 24.8 248
Increase in Income . 92 66.7 73.6 98.4
Product diversification 1 i .8 99.2
Increase in physical assets 1 i 8 100.0
Total 125 90.6 100.0

Field survey (2010)
Majority of the respbhdents (73.6%) noticed an increase in their earning level, while
24.8% of the respondents did not observe any extra benefit. It is obvious from the table that the
respondents of Islamic Relief (Pak) did not see any significant impact on product diversification
or an increase in their physi’cal assets after their dealing with MFO. However, the time span of
intervention is not long enough to notice changes in the physical assets of the people or to enable

them expand their business and incorporate diversification of products. It is satisfactory that

majority of respondents admit an increase in their income due to micro financing facility.



The clients seem satisfied with the process of disbursement of funds and the repayment
process, developed by Islamic Relief (Pak). About 70% of the total clients did not feel any
difficulty in the processing of credit as well as ability of repayment, which is satisfactory. Only
7% of the total clients felt difficulty in the repayment of credit eithef due to insufficient income
level or large family expenditure or sickness ér other mis-happeniﬁg.

7.1.2 Information Obtained from Intervention Area of Sungi (SDF)

The average age of respondents in the area under studvy is 32.41 years, whilé average
family size is 5.59 members (approximately 6 members). Likewise, the average earning of the
sample is Rs: 19145 pér family while the average expenditure is Rs: 15551. It is interesting to
note that the average monthly income of all the respondents within the sample area of SDF
intervention is below the minimum standards (Rs. 5100/-). In other words 100% of the
respondents in the intervention area of SDF are living below the poverty line. Like other
traditional microfinance organizations, the SDF particularly fo'cuses on female clients as evident
from the retrieved information in which 87.5 % of randomly selected respondents are female,
while the remaining 12.5% are male. Th¢ most relevant information regarding the respondents
regions/ backgrounds, source of earnings, extra benefits and economic impact noticed in case of

SDF are shown in tables 7.5, 7.6, 7.7 and 7.8 below.

Table 7.5 Respondent Regions (SDF)
Frequency Percent Valid Percent | Cumulative Percent
Shumlai 20 13.8 16 16
Ajmera 25 16.6 20 36
Kozabanda 45 40.19 36 72
|Batamori 35 253 28 100.0
Total 125 - 90.6 100.0

Field survey (2010)



Table 7.6 Source of Income by Occupations (SDF)
' ' Cumulative

_ Frequency Percent Valid Percent Percent
Salaried job 1 1.4 0.8 0.8
Small business 80 52.2 64 64.8
Mobile shop 10 15.2 08 72.8
Others 34 21.7 272 100.0
Total 125 90.6 100.0

Field survey (2010)

It is revealed from the above that majority of the respondents (64%) are running their

The response is shown in the following table.

own small businesses while the rest of the respondents earn from diverse occupations. The data
at hand also contains some important information about the family'size', earning members,
facilities in houses etc. For instance, 68% of the respondents have only one earning family
member, 28% have two earning family members and 4% have three working members.
Regarding the compatibility of household income and expenditure, 86.5% of the respondents
considered their income sufficient enough to meet their normal expenditure. However, in certain
situations of discomfort, they needed extra assistance, and for which purpdse they either have to
approach the SDF fof microfinance or to seek informal (private) sources of loan. The

respondents were also asked if they had received any extra benefits due to association with SDF.

Table 7.7 Extra Benefits (SDF)

Frequency Percent Valid Percent |Cumulative Percent
No Extra Benefits 25 19.1 20 20
Training 70 66.0 56 76
Market Linkages 25 19.1 20 96
Others 5 3.9 4 100.0

* Field survey (2010)
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It is evident from the above that 20% of the respondents did not receive any extra benefits
except micro credit but 56% of them received some thing extra in the form of training, while.
20% developed market linkages with the help of Sungi Development Foundation. It is worth
mentioning that SDF encourages savings at the gross root level and every member is required to
deposit a minimum amount with the organization. It also provides the facility of micro insurance.
Regarding the economic impact noticed by the clients, the following table shows a detailed

explanation:

[

Table 7.8 Economic Impact Noticed (SDF)
Frequency Percent Valid Percent | Cumulative Percent
No Economic impact noticed 30 21.5 24 24
Increase in Income | 80 56.2 64 88
Diversification of Products 10 8 8 96
Increase in physical assets 5 - 4. 4 100.0
| Total 125 90.6 100.0

Field survey (2010)

Majority of the respondents (64%) noticed an increase in their eaming level whereas 24%
didn’t observe any extra economic benefit. It is obvious from the table that microfinance
program of SDF does not have significant impact on product diversification or increase in
physical assets of the respoﬁdents. Majority of the clients seem satisfied from the prbcess of
disbursement of funds and the repayment process. On such a query, 65% of the clients revealed
that they did not feel any difficulty in the repayment of credit and only 11% of them felt hardship
either‘ due to insufﬁ;ient income or large family size expen.diture or other accidental events

beyond their control.

45



7.2 STATISTICAL INFERENCE

On the basis of data obtained from the intervention areas of the Islamic Relief (Pak) and
SUNGI Development Foundation, we carry out the statistical analysis as under:
7.2.1 ISLAMIC RELIEF (PAK)
(a) Testing difference between Earnings (mean difference)

The two samples (control and experimental groups) are drawn from the same population

in the respective region randomly. However, we do not know about the shape of population

distribution or the values of population parameters. T-test has been employed to investigate
whether the difference between the earnings of experimental and control group is statistically
significant or otherwise. As discussed earlier, if the unknown population variances of control and
experimental groups are the same, then the degree of freedom of t-statistic is e.qual to nytnc-2.
Thus the df = (100+25) -2 =123. The test is summarized as under (the symbol ‘T’ stands for
treatment group and ‘C’ for control group).

H oot e 1y ™ Hine (0)

H | ety ® Hine ()

i. Significance level: o =0.01

v v 2 2
iii.  Test statistic under Hy is given by: [ = Xr—Yc/ \/ST s +Se he
iv. Critical region is |t|2 t 0.005 (123) =2.617 v. Computation: Estimated t-value: 4.417

As the t-estimated value is greater than the corresponding tabulated t-value, therefore we
reject Ho and conclude that mean income of the experimental group is statistically different from

that of the control group.
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We may conduct another test to verify if the unknown population variances of control
- and experimental groups are equal or otherwise. In this case, the degree of freedom and the

corresponding F-statistics are estimated as under:

df'—{ (S /m) (S / n)P

= = 5 =46.46 F=8/df /S /df =0.000469
(S /n) Tnr oo (S n) ke .

As the estimated F-vglue is very small and does not exceed the F-tabulated (2.25 at 1%
confidence level) value, therefore we have sufficient evidence to accept our null hypothésis and
conclude that there is no difference between the variances, i.e. o/’ = o* .

(bj Testing difference between Expenditure (mean difference)

The mean difference test may be applied to the expenditure levels of the treatment and
control groups and statistical inference derived. A significant difference between the
consumption levels of the two groups will be indicative of the success of microfinance program

in economic uplift of the people in the intervention area. The results are as under:

HO ::Uexp (7T) = /uexp c)

[_]l ::uexp (7T) # /uexp (C)

it Significance level:  a=0.01

iii.  Test statistic under Ho: £ = Xr—Yc/ \/5/2 4+ S ne
iv. Critical region is |t| >t 0.005, (123) =2.617  v. Computation: Estimated t-value: 3.512

As the estimated t-value is greater than tabulated value, we reject Ho and conclude that

mean expenditures of experimental group is significantly different from that of control group. -

47



(¢) Testing difference between Incomes before and after association

In order to rectify further the economic impact of the concerned microfinance program on
the poor and marginalized segments, we have cross checked the income and expenditures of the
clients before and after joining the said programs. The difference is thus checked for statistical

significance. We state our null and alternative Hypothesis for IR-Pak clients’ as:

. H 0 : H inc (T ) before = /u inc- (T ) after = Dl:[feren.ce = O
i ,

H | : IU inc (T ) before # Iu inc (T ) afier = leference * 0
ii.  Level of Significance: a = 0.01
. . d
1, Test statistic under Ho is given by: f =

Sd [n
iv. Critical region is |t(2t 0.005, (99)=2.617  v. Computation: Estimated t-value: 13.24

Since the t-estimated value is greater than t-tabulated value, therefore we reject Ho and
infer that the difference between the incomes of clients before and after joining the microfinance
program is significant. This empirical result provides sufficient evidence in favour of the Islamic
Relief microfinance program (IR-Pak) in uplifting the standard of living of the clients.

7.2.2 SUNGI DEVELOPMENT FO‘UNDATJION (SDF)

We have followed the same procedure of testing the mean difference of income and
expenditure of the experimental and control groups in the intgrven_tion area of the Sungi as
discussed above. Following are the results of tests.

(a) Testing difference between Earnings (mean difference)
H, : HFoine (1) = MHine (c)

H S Mty T Mine (0)

i, Level of Significance: a=0.05
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iii.  Test statistic under Ho is given by: = Xi—Yel \/Sr2 i+ S R
V. Critical region is ’t|2 t0.025 (123) =198 v. Computation: Estimated t-value: 2.164

As the t-estimated value is greater than the corresponding t-tabulated value, therefore we
reject Ho and conclude that mean incomes of the experimental group is statistically different
from that of the control group.

(b) Testing difference between Expenditure (mean difference)

H Mo (1) T Hep (0

Hl :luexp (T) # /uexp (C)

1, Level of Significance: a=0.05

1. Test statistic under Ho is: = E —_Y_(‘ / \/Srz e+ Se”ne
v, Critical region is ,t|2 t 0.025 (123)=1.98  v. Computation: Estimated t-value = 2.185
Since the estimated t-value is greater than the corresponding tabulated t-value, therefore
we reject Ho and conclude that mean expenditures of experimental group at 5% significance
level is statistically different from control group’s mean expenditure.
(c) Testing difference between Incomes before and after association
In order to rectify further the economié impact of the Sungi micr_oﬁnance program on the

life style of the people, we have cross checked the incomes of clients before and after their

Joining of the said program. The results are stated below:

) H §] : IL[ me (1) before = /Ll inc (T)afler = Dl:].(ference = 0
H | : /u inc (T ) before # ,Ll inc (T ) after = Dl[ference # 0
. Level of Significance: a=0.01
. . d
L Test statistic under Ho is: [ =




V. Critical region is |t| >t 0.005 (99) =2.617 v. Computation: Estimated t-value is 141.89

As estimated t-value is greater than the tabulated value, we reject Ho and conclude that
the difference between the clients’ current income and that before joining microfinance program
is significantly different from each other. This empirical investigation further provides sufficient
evidence in favor of economic uplift of SDF clients.

Table 7.9 Summary of Statistical Inference: Economic Impacts (IR-Pak versus SDF)

IR-Pak T-value SDF T-value
Mean difference in incomes 7891 4.417* 4302 | 2.164**
(Experimental vs Control group)
Mean difference in expenditure 6435 3.512* 3560 2.185**
(Experimental vs Control group) , '
Mean difference in incomes 6160 13.64* 3870 141.89*
Before and After intervention :
(Experimental group)

* Significant at 1%. ** Significant at 5%.

It is worth mentioning to note that both microfinance programs have a positive impact in
terms of increasing income and expenditures of their respective clients. The above table also
depicts that IR-Pak has relatively strénger positive impact in terms of Economic and social
L_lplifts of their corresponding clients’. For Islamic Relief Pakistan, all variables are statistically

significant at 1% while the same variables for SDF are statistically significant at 5 % except the

last variable.

- . . - . . . .
- This difference may be all because of financing non- bankable clients in urban areas.
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7.3 REGRESSION ANALYSIS

This section discusses the results of different models (ANCOVA and Binary Logit) used
to investigate the impa;:t of microfinance programs on the living standards of people. As already
discussed, the information is obtained through a field survey conducted in the selected areas of

intervention of the microfinance organizations, IR-Pak and SDF.

7.3.1 The Impact of Microfinance Activities on the Earnings of Clients

As explained in the aha]ytical framework (chapter-4), we have resorted to successive
models with binary and continuous rexplanatory variables in order to evaluate the impact of
intervention of the micro-finance programs (the Islamic Relief- Pak and SDF) on the eamings of

the clients. The data was collected through structured survey and the following model was

- proposed with binary as well as selected continuous eXplanatory variables on the right hand side:

Y,=B,+8 D, +B,D,+B8, X,+B+Xn+e¢,
a) The Impact on the Earning of Clients (Islamic Relief-Pak)

Table 710 (a) shows the regression estimates for equation number 1. '

So far as the first model isrconcerned, the regression reveals that average income of the
people (non-clients) is Rs: 12108 per household in the area under study. The impact of IR (Pak)

microtfinance program on the earning of clients is depicted by the coefficient of D, If an

individual becomes member of IR-Pak, his/her earnings on the average will increase by Rs 8501.

Similarly if respondents have other sources of earnings, then the difference between average
earnings of respondents’ having other sources of earhing and Non-clients is Rs: 7295. Age of the
respondents (as proxy for maturity and experience) also plays a very important role in

determination of household earnings. If age of respondents’ increases by one unit (one year),
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then on the respondent’s income per household on the average increases by Rs: 211.5. The
duration of membership with the MFI positively influences income of the clients. If Xm
(membership duration) prolongs by one month, then the household ‘earning increases by Rs: 67.7
on the average. The education level could also be a good determinant of the income level of
respondents. However, this variable turned out to be insignificant and therefore excluded from
the analysis. |

Table 7.10 (a) Regression Results from Equation-1 (IR-Pak)
Dependent Variable: Level of Income (Y) .

Variable Estimates | Std. Error | t-value | P>t 95% Confidence Interval
De 8501.424 1590.862 534 |0.000| 5351.628 11651.22
Ds | 7295.074 1380.575 5.28 |0.000| 4561.632 10028.52
Xa 211.5608 83.90131 252 1 0.013| 45.44201 377.6795
Xm 67.68585 30.76488 220 |0.030| 6.773533 128.5982

Constant 12108 - 2924.406 _0.45 0.655| -4479.41 7100.759

(b) The Impact on the Ei;rning of Clients (Sungi Development Foundation)

The results of the regression (equétion-l)\are produced belpw in Table 7.10 (b).

It is evident from the table that average mohthly income of the respondents (non-clients)
is Rs: 6219. The impact of SDF microfinance program on the earning of their clients is implied

by the coefficient of D., which means that if an individual becomes a member of the MFI

concerned, his earning on the average will increase by Rs 3918 and his total monthly income will

rise to Rs. 10137 (6219+ 3918). By taking into consideration the probability value of the slope
estimate, we may conclude that there is significant relationship between D, and the dependent

variable Y. Similarly if a respondent has other sources of earnings besides the support from MFI,

~then the difference between earnings of respondent concerned and the non-clients is Rs: 4018.



As stated above, age /'experience Qf the individual also plays a vital role in determining
. the earning level. The results show that if age of the respondent increases by one unit (by one.
year), then his income increases by Rs: 129.5 on the average. Likewise the duration of
membership, denoted by Xm (length of association with MFI) positively influences income of
clients. If this duration increases by one month, then on the average, the household earning
increases by Rs: 32 approx. Although, this variable is statistically insignificant but carries the
correct sign. As in the case of IR-Pak, the level of education as determinant of income was

considered for the respondent s of SDF but later on dropped from analysis due to.unsatisfactory

results.
“Table ‘7.]0 (b) Regression Results from Equation-1 (SDF)
Dependent Variable: Level of Income (Y)

Variable Estimates Std. Err. | t-value | P>t 95% Confidence Interval
De 3918.837 1136.828 3.45- 10001 | 1667.997 6169.677
Ds 4018.278 1041.935 3.86 | 0.000 1955.32 6081.236
Xa 129.5364 56.24278 230 | 0.023. 18.17958 240.8932
Xm 31.95443 27.61473 1.16 | 0.250 | -22.72081 86'.6’2968

Constant 6219.615 1924.831 323 | 0.002 | 2408.585 10030.65

7.3.2 The Impact of Microfinance Activities on Poverty Reduction

As explained in chapter-4 on the analytical framework, the impact of intervention of the

microfinance programs on the absolute level of poverty may be evaluated through a Binary Logit

model via equation 2, reproduced below:

Z,=a,+a D, +a, D, +a, X, +a«Xn+asXps+ €,




© e e o e e a

A .. cnesed .

P

In the above relation, Z, =1
- P

is the odds ratio and p; is the probability that a

respondent is living above the poverty line (Rs. 5100/~ per month). Thus the value of the
dependent variable is derived from the available data set on the income and expenditure levels of
the respondents. In addition to the dummies for client/non client (membership: Dc) and existence
of other sources of income or otherwise(Ds), certain continuous variables have been included to
exhibit important characteristics like age of the respondent (Xa), the duration of membership/
association with the MFI concerned(Xm) and family size (Xfs). Next we turn to the results from
regression with reference to the data collected through structured surveys in the respective
intervention areas of [slamic Relief (Pak) and Sungi Development Foundation.
(a) The Impact on the Absolute level of Pove.rty (IR-Pak)

The results obtained by computing equatioﬁ (2) from the data collected from the
intervention area of Islamic Relief (Pak) are depicted in Table-7.1 .1 (a) below. -

Table 7.11 (a) Marginal effects of Logistic Regression: Equation-2 (IR-Pak)
Variables dy/dx Odd Std. Err. Z P>Z 95% Confidence

(ME) Ratio Interval
Dc 0.1237  0.0177 0.71893 236  0.026 036211 3.6558
Ds 0.1965  3.5650 0.43953 396 0.002 0.81322 2.5698
X -0.161  4.0156 0.65129  -2.11  0.024  -2.98910  -0.23655
X, 0.1222 33232 0.61240  2.52  0.039  0.16465 2.2155
X -0.053  1.0681 1.15320 -0.389  0.039  0.065931  0.1454
Cons 0.75641  -4.65  0.001  -5.55558  -2.3255
Logistic regression Number of obs 125
LR chi*(4) 36.39
Prob > chi® 0.0000
Log likelihood = -51.83 Pseudo R’ 0.2738

The dependent variable Zi has been assigned two categories, zero and unity. The results

reveal that if D. increases by one unit (if an individual avails the facility provided by the MFI),
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then the probability in favour of having monthly earning of at least Rs. 5100 (above poverty
line), increases by 12%. Likewise the results reveal that{i/f' D =1 (if the individual concerned has
other sources of earning besides the micro-credit facility), then the probability in favour of

having average earning of Rs. 5100 minimum per month, increases by 19%.

The duration of membership is supposed to be an important variable, so far as reduction

in poverty is concerned and the variable (X;,) has to capture these effects. However it has turned
out to be insignificant and does not carry the correct sign. Another variable under the title of age
(Xa) has been used to indicate maturity of the clients. Mature and experienced clients are
expected to use the funds properly for productive ends. This variable carries the correct sign,
however insigniﬁcént at 1% level. Family size (number of dependent members) is an important
variable. The empirical results reveal that if family size increases by one member, then the
probability in favor of average earning of Rs: 5100 decreases by 5%. The Pseudo R? value is
0.2738, which is an equivalent of R-square in ordinary regressions. The LR-statistic value is.
51.83 with very small probability and implies the overall significance of the model.

(b)  The Impact on the Absolute level of Poverty (SDF)

The regression results with respect to the data derived from the intervention area of Sungi
Development Foundation are presented in the following table: 7.11(b).

The dummy variable (D) is used to show the stétus of the respondent, whether client of
the MFI concerned or non-client. The results reveal that if an additional individual avails the
credit facility of SDF, then the probability in favour of an average income of Rs. 5100 per
month increase by 21% . The dummy variable (Ds) shows sources of earnings of the respondenf,

other than the business supported by microfinance from SDF or otherwise. The results reveal that
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if Ds=1" (the individual concerned has other sources of earnings), the probability in favour of
having an average income of Rs. 5100 per month increase by 8%.

Table 7.11 (b) Marginal effects of Logistic Regression: Equation-2 (SDF)

Variables dy/dx Odd Std. Err. Z P>Z 95% Confidence
(ME) Ratio Interval
D¢ 0.2132 1.8745 0.45875 2.57 0.016 0.2565 2.6156
Ds 0.0825 . 5.6552 0.25654 0.92 0.023 -1.5570 -0.7026
Xm 0.1754  2.6358 0.65234 4.05 0.000 0.7377 2.8561
Xu 0.1829 26548 0.65856 2.65 0.015 0.2887 3.5260
Kty -0.1127  0.3156 -0.21560 -556  0.054 0.4654 3.9824
Cons 0.43575 -2.661  0.028 -1.4465 -0.2412
Logistic regression Nutitber of obs 125

LR chi*(4) 45.57

o Prob > chi’ 0.0000

Log likelihood = -48.356 Pseudo R? 0.3250

The duration of membership is considered as an important variable. Older clients are
expected to better utilize the credit and hence generate higher profits. This variable (Xm) is
significant and carries the expected positive sign. Another variable under the title of age (Xa) is
used to show the impact of maturity of clients so far as the utilization of micro-credit is
concerned. This variable is statistically significant. Likewise, family size (number of dependents
. in the household) is an important variable in poverty analysis. The results reveal that if family

sfze increases by one member, then the pfobability of having an average income of Rs: 5100
(poverty line) decreases by 11%. The Pseudo R? is 0.3250 which is an equivalent of R-square in
OLS models. Similarly, LR-statistic value (-48.356) having very small probability shows‘that
the model is overall significant. |
7.3.3 The lmpéct of Microfinance Prograﬁns on Well-Being of the Clients
Microfinance programs are expected to promote well-being of the clients or to improve
~ their standard of living. As explained under the analytical .framewdrk, evaluation of the impact

on well being of the clients is not so easy and straight forward. The notion of welfare or well
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being is its self very dubious‘and involves personal judgment. Although, the“level of income may,
b.e considered an index of well being and if the position of an individual shifts above the poverty
line as a result of support from microfinance programs, his welfare is supposed to be erihanqed.
However, we have tried to reinforce the results obtained under section 7.3.2 above by resorting

again to the Binary Logit model via equation 3, reproduced below:

W, =06,+06,D,+8,D, +8, X, +084Xm+0s5Xss+ g,

!

W, = l/{ is the odds ratio, showing ratio of the probability that well-being has increased

(denoted by Ai ) to the probability that the respondent does not feel so,

Qualitatively, well-being may be reflected by the pérception (or feeling) of the individual.
Thus the binary variable W; may be assigned some value if the respondeht reveals thét his/her
life style has beén impfoved in general after getting support from the microfinance program. The
~ parameter ‘A’ shows the probability that well being of the respondent has increased overtime. We
have asked a question on this ‘aspect and the responses recorded in the survey.

Alternatively, the notion of well-being may be quantified and consumption expenditure

may be considered as proxy for the purpose. As discussed in chapters-4 and 5, we have

computed the benchmark level of consumption expenditure just sufficient to satisfy the minimum
basic needs and this amounted to Rs. 4039/- or Rs. 4040/- approx. per month per household. The
parameter ‘A’ then shows the probability that consumption of the individual respondent is at least

cqual to this benchmark and it is straight forward to compute the indicator ‘W’. For the sake of

comparison, we follow both qualitative and quantitative approaches for the two comparative

microfinance programs under study.



(a) The Impact on the Well-Being of Clients (Islamic Relief-Pakistan)

(i) Qualitative approach: Based on the perceptions of the respondents, the dependent
variable ‘W;* is distributed in two categories based on the values of the parameter ‘A’. The results
are depicted in Table- 7.12 (I). The results show that if the dummy variéble (D¢) incréases by one
unit (if an additional individual avails the facility of microfinance), the probability in favour of
én increase in well- being will increase by 19%. Similar interpretation can be given for other
dummy variable (Ds) measuring presence of other sources of income or otherwise. The
continuous variables used for age/maturity/experience (Xa), duration of membership (Xm) and
family size (Xfs) can be interpreted as usual. It can be noted from the table that all the
coefficients carry the expected signs. The information regarding McFadden- R-square and LR-
Statistic depict the overa11 significance of the model.

(ii)  Quantitative approach: As stated above, the dependent variable is based oﬁ the level of
éonsumption expenditure and thereby quantified. The parameter ‘A’ shows the probability that
consumption of the respondent is above the benchmark level (Rs. 4040/- per month). If the
consumption of an individual is above this level, it may be presumed that his/her well being has
increased. The empirical position is shown in ;Fable- 7.12 (11) above.

The results indicate that if D, increases by one unit (if an individual avails the facility of

microfinance), then probability in favor of an increase in well being will increase by 15%.

Likewise the variable Dy has been used as dummy for other sources of income. This suggests that

if an individual avails the facility of microfinance and he/she also enjoys some other sources of .

income, then the probability in favour of an increase in well being will increase by 25%. The
variable used to capture the effects of age or maturity is significant and carries the expected sign.

Same is the case with the variable used family size and that used for the duration of membership
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with the program concerned. LR-statistic (41.3228) with very small probability shows that the

model is overall significant.

Table 7.12 (I). Impact on Well-Being of Clients: Equation-3 (IR-Pak) (Qualitative)

Variable dy/dx Std. Error | z-Statistics | Odd ratio | Probability

C 0.556692 -2.608960 0.234011 0.00091
D, 0.1582 0.682225 3.645851 12.02865 0.0003*
Dy 0.0425 1.156895 2.698198 22.68110 0.0070*
X 0.2451 0.506604 1.432023 2.065698 0.15210
Xm 0.12358 | 0.505309 1.813825 | 2.500628 0.0597**
Xis -0.0526 0.4036 -1.4333 2152 0.05638*

LR statistics (4 df) 40.38523 | McFadden R-squared 0.438154

Probability(LR stat) 1.55E-07

Obs with Dep=0 40 Total observatioﬁs 125

Obs with Dep=1 85

*Significant at 1%, **Significant at 5%

Table 7.12 (I1) Impact on Well-Being of Clients: Equation-3 (IR-Pak) (Quantitative)

Variable Dy/dx Std. Error | z-Statistics | Odd ratio Probability
C 0.556692 4225810 10.23401 0.00910
D¢ 0.14710 | 0.682225 3.974451 15.06370 0.0003*
Ds 0.21256 | 0.528200 4.083333 8.63698 0,0002*
Xa 0.14550 1.156895 1.828798 10.97171 0.0002*
Xm -0.0672 0.505309 1.288320 3.17815 0.0538**
Xfs 0.0958 0.542500 1.037123 1.69124 0.0513**
LR statistics (4 df) 41 .32285N McFadden R-squared 0.438154
Probability (LR stat) 1.67E-07
Obs with Dep=0 40 Total observations 125
Obs with Dep=1 85 '

*Significant at 1%, **Significant at 5%

59



U

A comparison of the two tables [7.12 (I) and (II)] indicates that tlﬁe quantitative approach
followed in the analysis Qf well being is more reliable. The results have significantly improved in
the second case [Table 7.12 (II)], since all the variables are signiﬁcaﬂt and ‘carr.y the correct
signs. Next we repeat the same experiments with clients of the SDF.

(b) The Impact on the Well Being of Clients (SDF)

Next we turn to analyze the data obtained from the inteﬁention area of Sungi

Development Foundation. We follow both qualitative and quantitative approaches.

(i) Qualitative approach: The construction of the dependent variable ‘W;* is based on the

perceptions of the respondents about their well being. It is distributed in two categories (1,0)

depending on the values of the parameter “A’. The results are depicted in Tables- 7.13 (I)
The results show that if D, increases by one unit (if an individual avails the facility of

microfinance), then the probability of improvement in well-being increases by 8 %. The age of

_ the client as well as his association with the microfinance program for a longer duration are

significant factors in improving the well-being. The family size, although carrying a negative
relationship with the dependent variable, is however not significant ét 5%.
(ii) Quantitative approach: As discussed in fhe beginning, the construction of dependent
variable is based on the level of consumption expenditure and therefore quantified. The
parameter ‘A’ shows the prot;ability that consumption expenditure of the respondent is above the
benchmark level. The results are depicted in Table- 7.13 (IT)

The dummy variable used to denote membership of the respondent is denoted as ‘D.‘.
The results indicate that in case D, increases by one unit, the probability in favour of well-being
of the client will increase by 17%. This‘variable is significant and carries the expected sign.

Likewise, the impact of other sources of income (besides the financing received for investment
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and business from the organization concerned) is reflected by the coefficient of the dummy
variable Ds. This suggests that the probability of well being will increase by 16% if the
respondent has some other sources of income besides finance facility. This variable is
significantly related with the well being of clients. Likewise, the variables for age (to proxy for
maturity), the duration of membership are also significant and positively related with well being
“of the individual concerned. The family size carries the expected negative sign and significantly

related to well-being of the clients.

Table 7.13 (I) Impact on Well-Being of Clients: Equation-3 (SDF) (Qualitative)

Variable Dy/dx Std. Error Odd-Ratio | z-Statistic Prob.

C 0.567692 0.0860 -3.4522 0.00010*
D, 0.0865 0.542225 1.5659 1.5241 0.0124*
D 0.0945 0.57340 | 2 683954 1.820814 0.0124*
Xm 0.1562 1.876895 34110 0.8521 0.0870**
Xa 0.0625 0.634875 1.2520 0.2365 0.18541
Xfs -0.0523 0.487509 1.0125 1.0235 0.0676**

LR statistic (4 df) 38.85 McFadden R-squared 0.4604

Probability (LR Sta) 1.0E-05 Total Observations

Obs with Dep=0 Obs with Dep=1

*Significantat 1%,

**Significant at 5%

Table 7.13 (II) Impact on Well-Being of Clients: Equation-3 (SDF) (Quantitative)

Variable Dy/dx Std. Error Odd-Ratio | z-Statistic Prob.
C 0.5069 9.45520 | 5.52240 0.0000
D, 0.1628 0.5113 341113 2.52220 0.0141*
D; 0.1321 0.5236 325412 1.54125 0.0064*
Xm 0.1507 0.3562 2.02560 1.53625 0.0570**
X 0.1153 1.5265 393500 0.85465 0.0230*
Xrs -0.0452 0.5242 1.12450 -0.45591 0.0560**
LR statistics (4 df) 5545 McFadden R-squared 0.4874
Probability (LR Sta) 1.235-05 Total Observations 125
Obs with Dep=0 55 Obs with Dep=1 70

*Significant at 1%,

**Significant at 5%
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A comparison of the two tables [7.13 (I) and (II)] indicates that the quantitative approach is more

reliable and the results have significantly improved.

7.3.4 The Economic Impact of MFI’s: Comparative Position (IR-Pak vs SDF)

We are now in a position to evaluate and mutually compare the impact of microfinance
programs under reference on the life style of their respective clients. Although the areas of
intervention of the two MFI’S are geographically different, however the socio-economic
characteristics are more or less similar. Here we concentrate on two indicators, namely the
income level and state of poverty.

So far as the impact of microfinance programs on the earhings of their clients is
concerned, we base the comparison on the results presénted in Tablesr.7‘.~10 (a & b). Table 7.14
depicts the compafative position of clients of both the organizations.,

Table 7.14 Comparative Position: Impact on Earnings (IR-Pak versus SDF)

IR-Pak-(Rs) SDF-(Rs)
Non-clients’ average income 12108 6219
Clients (AE) average income ‘ 20609 10137
Difference +8501 +3918
No other source of earning 12108 6219
Respondents having other sources of earnings 19403 : 10237
Difference ' +7295 +4018

The average monthly income of non-clients for Islamic Relief Pak is Rs. 12108 while that
for SDF is Rs. 6219. The difference in earnings of clients and non-clients for both organizations
is positive, which shows a positive impact of microfinance programs on the earnings of
corresponding cliepts. However, the gontribution of IR-Pak in terms of increasing the earning of
their clients seems to be stronger than its counter part (SDF) despite the fact tﬁat the latter is well
established NGO supported by the government and has vast financial resources. Of course, the

SDF seems to be focusing on the extremely poor as compared to the IR-Pak, which is indicated
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by the value of constant in the two regressions intimating the average incomes of controlled

groups in the two territories.

Next we turn to the comparative position of the two organizations in terms of poverty
alleviation. This time, the comparison is based on the results shown in Tables 7.11 (a) & (b). The
Y

following Table 7.15 provides the summary conclusions.

Table 7.15 Comparative Position: Impact on Poverty Reduction (IR-Pak versus SDF)

Islamic Relief (Pak) Sungi Development Foundation
Variable 0dd Ratio Marginal Effects Odd Ratio Marginal Effects
Association with MFI 3.5650 0.1237 1.8745 0.2132
Other Sources 0.0177 0.1965 | 5.6552 - 0.0825
Age/Experience 3.3232 0.1222 - 2.6548 0.1829
Family size 1.0681 -0.0530 0.3156 -0.1127

As explained above under section 7.3.2, the dummy variable (D) is used to show the
status of the respondent (client/ non-client). This association with MFI is likely to increase the
probability of having an average income sufficient enough to cross the poverty by 12% in case of
IR-(Pak) and by 21% in case of SDF. The impact of SDF seéms to relatively stronger in this
case. The dummy variable (Ds) shows sources of earnings of the respondent i.e. in addition to
the small business supported by MFI, like cultivable land, part-time service 'eic. The results
reveal that the probability of poverty reduction in favour of such individuals increases by 19.6%
in case of IR-Pak clients and by 8.2% in case of SDF clients. It means that the clients of SDF
intervention area are relatively poorer and depend heavily on microﬁnance credit facility for
their livelihood since they- have rarely other sources of income, The age/maturity factor in
poverty elimination is also stronger in case of SDF clients than those of IR-Pak. Same is the case

of family size (dependent thembers per household).
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CHAPTER-8

CONCLUSION AND POLICY IMPLICATIONS

The present study is conducted with the objective to evaluate the financial health,
efficiency, sustainability of contemporary microfinance programs operated by the Islamic Relief
(Pakistan) and Sungi Development Foundation (SDF) and also to assess the impacts of these

programs on the socio economic conditions of masses .in the respective areas of their

intervention. A set of primary and secondary data has been used for the purpose. The primary-

cross sectional data about the income, family size, expenditure, education level and other
attributes have been collected from the clients and non-clients, through. a well structured
questionnaire. The secondary- time series data about the sources and disbursement of funds,
number of beneficiaries [gender wise], financing methodologies etc have been taken from the
annual reports of the microfinance organizations concerned over the period from‘ 2002-2008.
Various indicators, like return on assets (ROA), net return margin (NRM) and benéﬁciaries to
employee ratio (BER), have been used to evaluate efficiency, profitability and. \'}i_z_ibi‘lity of the;
programs concerned. The impact of micro financing activities on the lifestyle of masses in the
i11terveﬂtion areas of the organizations has been estimated using ANOVA and Binary Logit
models. The performaﬁce of t'he programs concerned is mutually compared and some

conclusions derived.

8.1 ~ MAIN FINDINGS OF THE STUDY

® The study reveals that éwerage total number of clients for IR-Pak is 340 per year, which
has increased over time (2003-2008) with annual growth rate of more than 250 %. The

annual average disbursement (through Murabaha transactions) is Rs. 5,367,913 with an
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annual growth of more than 690%. In contrast, the average number of clients for SDF is
214 per yeér, which has grown over time (during the same period) with annual growth
rate of more than 176 %. Likewise, the aﬁnul average disbursement is Rs: 474132,' which
has grown overtime with an annual rate of 205%.

Self-Sustainability of Islamic Relief (Pak), given by income to cost ratio for the year
2009 is 22.215. In contrast, the same indicator for SDF (2009) is 16.25. The recovery rate
for the same year for both IR-Pak and SDF is 99%.

The average earning of non-clients is Rs. 12108 per month in the intervention area of the
Islamic Relief (Pak). The impact of its micro financing activities on the earning of clients.
has been projected to be Rs.- 20,000 (an average increase of Rs. 8501 per month or 46%)
as indicated by the coefficient of binary variable Dc. Similarly the average earning of
non- clients in the intervention area of SDF is Rs. 6219 per month. If an indiv>idual
becomes member of the organization and avails the micro credit facility, his/her monthly
earning is projected to increase by Rs3918 (26.5%) and the total earning will rise to Rs:
10173 per month.

The impact of imicroﬁnance facilities on the level of poverty has been estimated by using
the binary logit model. The results indi(l:ate that people who become members of IR-Pak
and avail the credit facilitiés for investment will be better off and the probability that their
monthly earning will be at least Rs: 5100 per household (or the probability that they will
cross the poverty line) will increase by 14% viz-a-viz the people who don’t avail such
facilities. Similar projection is made for the clients of SDF. The probability that the
clients of SDF will cross the poverty line (have average monthly income of at least Rs.

5100 per month) is more than 28% as compared to the non-clients.
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The empirical analysis indicates that total dependénce on the facilities provided by the
microfinance institutions might not be sufficient for a significant uplift in the life style of
poor people. The projections of this study intimate that if a client of the IR-Pak owns:
some other assets (sources of earnings) besides the micro credit facility, the probability of
his/her crossing the poverty line will be 24 % higher than fhose who possess nothing else
and depend only on the facilities provided by the MFO concerned. Likewise, if the client
of SDF possesses some other assets (for income generation), then the probability of
his/her crossing the poverty line will be 9% higher than another client depending totélly
on the availability of credit fécility from the SDF. This result is clearly meaningful.

From empirical investigation we may conclude that both organizations (IR-Pak and SDF)
contribute positively in term of poverty reduction and enhancing the well being of their
respective clients. However it is worth méntioning that the performance and socio-
economic impact éf Islamic Relief (Pak) is relatively stronger than its counterpart, the
Sungi Developmént Foundation.

Empirical invest'igations‘ of mean difference model reveal that economic impact noticed
in terms of earning and expenditures resulting from Microfinance programs is statistically

different for clients and non-clients.

POLICY RECOMMENDATIONS

On the basis of the findings of the study conducted to evaluate the performance of two
microfinance organizations, the following implications may be relevant for designing
appropriate policies for the welfare of poor and non-bankable masses.

Both the microfinance programs are performing well in their areas of intervention and all

such programs need to be promoted and encouraged, both by the government as well as

66



the well to do citizen of Pakistan. Such prog.rams, working in different areas like health,
education, housing, training and skills as well as micro credit extension are the candles of
hope and aspiration for the poor and deprived segments of the society.

Islamic Microfinance program contributes positively in term socio- economic uplift of
clients. Respondents who avail the facility of Islamic microfinance are ;pproximafely 9%
more likely to increase his/her welfare as compare to non-clients. We can figure out that
by expanding the facility of cooperative microfinance by sensitizing the poér and
marginalized segments regarding this facility can effectively alleviate the absolute level
of poverty and also has the required potential to increase the social well being of these
people.

The empirical analysis indicates that total dependence oﬁ the facilities provided by the
microfinance institutions might not be sufficient for a significant uplift in the life style of
poor people. The projectionévof this study intimate that if a client of the microfinance
program owns some other assets (sources of earnings) besides the microcredit facility, the
probability of his/her crossing the poverty line become highef than those who possess
nothing else and depend only on the facilities provided by the MFO concerned.

The empirical investigation reveals that if credit is provided to mature clients this will
increase the chance in favor of social well being as compare to immature clients. Based
on this result IR-Pak and SDF Should concentrate to provide the facility of microfinance
to mature clients so as to effectively contribute in socio- Economic uplift of clients.

The poor masses depend, by and large, on traditional technology of production especially
in the rural agrarian areas. They are in dire need of effective training on (iifferent aspects

of on-farm and off-farm activities, credit management, environmental protection, health
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care and ethical development. Such trainings can be better arranged by the microfinance
institutions, in addition to their normal financing activities. However, some support from
the government will be deﬁnitely‘required.

As per general observation the intensity of poverty is much higher in rural areas as
compared to urban areas. The majority of poor inhibited in rural areas of Pakistan are
genérally illiterate, technically backward and politically depressed. As such, the rural
areas deserve special-attention of the microfinance institutions.

Although majority of clients do utilize the micro credit efficiently for self-employment

and income generating activities, however there are fair chances of wrong or

inappropriate use of credit. Therefore proper inducement, effective training, monitoring

and supervision of the clients is necessary.

The empirical results of this study indicate that the performance of microfinance program
founded on the Islamic principles of credit provision is better than tﬁe conventional
program in a variety of ways. As such, the Islamic microfinance programs are better
candidates to achieve the objective of poverty alleviation and reduction of income
disparities as alsq for their compatibility with religious thinking of masses.

The Islamic microfinance programs must not restrict their transactions to Murabaha mode
of financing. In other words, they ought to transform gradually to other desired modes of

Islamic finance like Musharaka, Mudariba and Ijara etc.
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Appendix - 1
QUESTIONNAIRE USED IN SURVEY

BASIC INFORMATION OF RESPONDENT:
i. Name of respondent: 1i. Age iii. Gender  M/F
iv. Family size v. Years of schooling vi. Place to which belongs

vii. No of family members working/employed

II.

1

wh

FINANCIAL INFORMATION OF THE RESPONDENT
What is your income level per month?

What is your main source of earning?

1. ~ Livestock
ii. Salaried Job
1ii. Small business

iv. Other (please specify)
What is the total value of your assets (in term of rupees)?

What is your total expenditure per month?

Please give details of your expenditures.
i. Food expenditures

ii. Rental expenses

iii. Educational expenses

iv. Others

[s your income level enough to meet your expenses?
1. Yes
1. No

If no, how do you adjust your expenses?

i. Taking formal loans

ii. Taking informal loans (from relatives etc)
iii. Adjust from your previous savings.

1v. Other (please specify)
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IIt.

10.

11.

12.

13.

14.

15.

16.

ORGANIZATIONS AND BENEFICIARIES RELATIONSHIP

For how many months you are attached with this organization?

Have your income level increased after the attachment with this organization?
If yes, how much? ( in term of percentage)

Are you getting some extra benefits from this organization?

If yes, please specify

1. Training

1i. Market linkages for selling your products.

iii. Others (please specify)

Does the organization help you in case of any emergency situation?

What economic impact of miéro credit facility you have noticed on
1. Your assets

ii. Income

iii. Housing

iv. Diversification into new goods/serviceé

Are you satisfied from the process and amount of payment? Yes/No
If no, please specify the reason/reasons

Do you feel any difficulty in the repayment of loan? Yes/Né
If yes, blease specify the reasons

i. insufﬁcient income

ii. Large family siie iii others

How do you mange if you fail to repay?

i. Using past saving/selling assets

ii. Support from spouse/in-laws

iil. Support from other relatives and friends
iv. Do nothing

72



17.

IV.

18.

19.

20.

22.

Who decides about the usage of funds/loans?
i. Self

1i. Spouse

ii1. Other members of family

DWELLING-RELATED INDICATORS

(Information collected about the dwelling in which the family currently resides.)

How many rooms are there in your house? .......................

(Include detached rooms in the same compound of the house)

What type of roofing material is used in the house?

i. Tarpaulin (tent type), plastic sheet, grass and twigs

i Wooden planks , stones with mud plaster

iii. Iron sheet or bricks/ tiles

iv. Concrete.

What type of exterior walls does the dwelling have?

i.. Tarpaulin, plastic sheet, branches and twigs

1. Mud walls iii. Bricks/ stone with mud plaster

iv. Bricks/ stone with cement plaster.

What type of flooring is .there in the rooms?

1. Simple mud plaster ii. Wood lining

ii. Bricks/Tiles | iv. Concrete with additional covering.
Note the condition of the main dwelling as observed (For the surveyor)
1. Seriously dilapidated ii. Needs major repairs  iii. Sound structure.

Is the electricity supply to your dwelling?

1. No connection 1i. Shared connection iii. Own connection.
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24. What type of cooking-fuel is primarily used in your house? -

i. Animal dung ii. Twigs collected from forest iii. Wood by purchase

iii. Charcoal iv. Kerosene oil v. Gas/ LPG and Electricity
25. What is the souree of drinking water?

i. Rainwater, springs, i)ond.s/ lake, river ii. Public wells for common use,

iii. Private well/hand pump iv. Piped supply from municipality

26.  What type of toilet facility is available in the house?
i. No facility within the house, use open air ii. Pit toilets (own)

iii. Shared ventilated latrine iv. Toilet with flush system (own)

V. OTHER ASSET-BASED INDICATORS

27.  Areaof land owned (kanal): Cuitivable..... . Non-cultivable .......

28. Value of land owned: (Rs)  Agricultural ...... Cothercial ..........

29.  Nature and value of selected assets owned by household. (Ask the household to identify

any assets purchased with micro credit / loan and eliminate these from the table below.)

Asset type and code Number Resale value at current market price
owned '
Livestock
Cattle and buffalo

Adult sheep, goat

Horses and donkeys

Poultry/rabbits/fish

Transportation-related assets

Cars
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Motorcycle

Bicycle

Oxen/Donkey Carts

Other vehicles (Bus, Truck, Tractor)

Home appliance and electronics

Televisions

Cassette recorders/Radios

Refrigerators

Electric or Gas cookers

Washing machines

Electric/Gas Iron

Fans/Pedestals

30. What is your overall assessment of Economic/ Financial position of clients of MFO’s?

1. Poor mainly .ii. Average/lower middle group iii. Rich/well-to-do  iv. Don’t know

SOCIAL IMPACTS OF MFOS ON CLIENTS

V.

(Pleasé ask and record the following information if the respondent is a client)
Information ISLAMIC RELIEF | SDF
Knowledge of Islam increased Yes . No Yes Ne
Better relationship with group members Yes No Yes No
Better relationship with spouse and relatives | Yes ‘No Yes. ‘No
Have benefited (other than financial benefits) Yes No Yes No
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Appendix - 2

BASIC INFORMATION ABOUT MFOs

ISLAMIC - SDP
RELIEF

Location of operation

Y ear of establishment

No. of beneficiaries

- Total disbursement(Rs)

Disbursement/Beneficiary

No. of employees

Female beneficiaries(% of total)

- Dropouit rate(% of total)

Members saving(R.s)

Risk fund(R.s)

Member savings/beneficiary(R.s)

ASSEST STRUCTURE OF MFOs

ISLAMIC SDF

RELIEF
Total (Rs) .

Deposit with organization
(% of total assets)

Earning assets (% of total)

Fixed assets (% of total)

Cash (% of total)




CAPITAL AND LIABILITY STRUCTURE OF MFOs

Capital ISLAMIC SDF
RELIEF

Total (Rs)

Capital fund (Rs)

(% of total assets)

Beneficiaries account
(Rs) (% of total credit)

Net borrowing (Rs)
(% of total liabilities)

Other liability (Rs)
(% of total liabilities)

SOURCES OF INCOME OF MFOs

SOURCES ISLAMIC RELIEF SDF

Donations (Rs)

Organization own
assets

Loans/Qard-e-
Hasana

Others




