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Abstract

This study examines the impact of microfinance on poverty
alleviation keeping in view the factors that affect the poverty which
include to execution of income and expenditure, health and food security,
housing infrastructure, education and agriculture. This is a survey based
research & primary data is collected for this study through a structured
questionnaire that comprising various aspects of microfinance & poverty
alleviation. Multistage technique is used for data collection from clients of
Akhuwat Trust and Kashf Foundation that is related in district Sialkot.
Total numbers of respondents are 213. Wilcoxon Model is used to check
the relationship among microfinance, income and expenditure, health and
food security, housing infrastructure, education and agriculture to check
the effect of microfinance on poverty. The study found a positive effect on
poverty alleviation and significant impact on poor household and also
observed that it leads to decrease in poverty. The result shows good and
significant impact of microfinance programs on Income, health and food
security, housing infrastructure, education and agriculture.
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I. Introduction
Poor people in rural and urban regions in several developing
countries especially who are living in rural areas in Pakistan have not easy
approach to microfinance and has followed to the development of
different method
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of finance called microfinance, while microfinance is given from usual
ways like local creditors and other facilitators through NGOs or other
microfinance foundations (Asad, Malki, & Katsushi, 2011)

The purpose of microfinance is to provide loans, investments and
others essential financial services to poor household. Microfinance is a
good indicator and good tool through different financial products like
microcredit, savings programs and savings that help the poor household
(Noreen, Imran, Zaheer, & saif, Impact of Microfinaance on Poverty:case
Study of Pakistan, 2011).

Visconti (2012) stated that it is difficult to describe the poverty
directions and it is usually supposed that the poverty is a dynamic
phenomenon and have number of dimensions according to region and
time and poverty is occurred due to unfair wealth distribution, very
limited access of wealth, very strong role of mediators and due to the
deficiency of democracy.

Ahmad (2010) narrated that Poverty have different aspects that are
happening because of the difference between expenditure and income.
These aspects have lack of foods, non-availabilities of health facilities,
have no access to clean water, electricity problems, less income and more
expenses and lack of children education facilities.

Akram (2011) explained that financial services play very
important role to increase the standard of living of the poor people living
in poor countries like Pakistan and Bangladesh and the impact on poverty
level according to the satisfaction and microfinance services and demands
have been increased for last number of years due to good services focus
on micro level and consumer oriented policies.

Ayuub (2013) explained that microfinance is not available in rural
area because of this the farmers cannot get loan timely and if they get that
is very high interest rate while good protentional of micro financing in the
rural area of many under developed countries like India, Bangladesh, and
Sri Lanka but these countries are utilizing microfinance to boost the
standard of living of their poor household, but in Pakistan main purpose of
Microfinance Institution was only to offer credit.

Anayo & Nkamnebe (2011) argued that a variety of reason that
generate difficulty in recuperate of loans or refund of microfinance by the
client to the microfinance banks that includes non-availability of preferred
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quantity of microfinance and high interest rate and the main thing is the
cooperation of borrower at the time of repayment.

Shirazi (2009) explained that financial services have encouraging
effect on poverty alleviation and explain that the poor household who is
getting microfinance have good impact on their lives, have good standard
of living as compared to the poor house hold which are not getting
microfinance for last some years in Pakistan.

1.1 Problem Statement

Poverty has become one of the core issues in the developing countries
like Pakistan. The Poor household is affected by lack of access to
financial services that creates problems for income generation and
social protections. They are in search to find out different sources but
no strong support exists that how they can get these resources but due
to awareness and knowledge about the microfinance we can alleviate
the poverty.

1.2 Objective
The purpose of this study is to examine whether microfinance
decreases poverty of rural household in Sialkot Pakistan.

1.3 Hypothesis
The hypothesis is as follows:
H1: Microfinance programs enhance the socio-economic position of
rural poor households in Sialkot Pakistan.

2. Literature Review

Alam & Aziz (2012) stated that poor people need to fine to spend
their good life but the interest rate is very much high but poor people are
not capable to payback interest on microfinance, face many difficulties to
repay it and interest rate charged by microfinance institutions is very high.
Muzamil (2014) explained in his article that Akhuwat is only
microfinance institution that provides the poor household as Qarz-e-Hasna
that is without charging the interest rate on microfinance which is given
against food, children education, clothes, housing infrastructure and health
facilities and because of this people significant and good impact on their
lives.
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Igbal (2015) stated in his article that loan have good positive effect
on poor house hold and play a vital role to reduce the poverty by
improving fundamental needs, like foods, housing infrastructure,
education, clothes and health facilities, standard of living (water and
sanitation, transportation, livestock) and also improve their business
through increasing capital and expanding their businesses.

A third world country is that country where the people are not
provided the basic necessities of life not enough to complete the basic
necessities including provision of foods or nourishment, lack of health
facilities, education facilities are not up to the mark, no sanitation system
and the condition of the poor people (Adewole, 2010).

Access the proper education regarding health ,education, food,
clean water ,medical facilities, clothes for both winter and summer
season, awareness about the latest technology, proper sewerage system,
good assets of household and living condition are the primary ingredients
of standard of living that are directly linked with the interest rate if the
interest rate high then the access to all these aspects would be low but if
the interest rate low then the good access to these elements (Muhammad,
2010).

In Bangladesh MFIs that are providing credit facilities to the poor
household they are improving their life style, free of interest loan can be
useful to decrease the poverty and microfinance is the best strategy to
decrease the poverty and it is the best tool, significant and pays very
important role in reduction of poverty and increase the income. (Asemota,
2011).

Noreen, Imran, Zaheer, and Igbal (2011) explained that the effect
of microfinance on poverty of housing infrastructure, food, child
education, and health and the result was a very considerable and has good
correlation between education and micro financing also microfinance had
a good effect on poverty reduction particularly children health and
education.

Zahra, Shah, and Khan (2014) stated on effect of microfinance in
Pakistan and observed that there was no effect of microfinance program
on house hold expenses, have good effect on health expenses but no such
strong effect on education indicator but good association was found
between health indicator and should be emphasized on house hold
expenses and particularly on education and microfinance have good effect
on health ,the loan which is given regarding health issues but there is
some attention required for poor household to educate them.
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Due to lack of competition between microfinance institutions they
are not achieved the targeted markets and not focused the poor household
because of this the poor people have not much more approach to them but
in Pakistan it is more like social not focused to financial and due to this is
not good for prevailing the sector of microfinance (Qureshi, 2011).

Figure 1: Model of the study
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3. Research Methodology
3.1 Data
This study is done to evaluate the nature and direction on the
social and economic effect of microfinance programs on borrowers.
Primary research was conducted. Primary household surveys conducted in
Sialkot district related to rural household. The total number of sample size
is 203 respondents. This study has multidimensional as a nature and have
all the dimensions and indicators that all the poor household suffered. The
questions that have all following five dimensions: Income and
Expenditure, health and food, housing infrastructure, education and
agriculture. The questionnaire was designed in such a way that have such
specification and information that reflect the relative poverty levels of
before and after between groups of poor households.
There should be more work that is required in microfinance
aspects to check the good and result for assessing it as different studies are
done on the impact on microfinance and used different methods and
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techniques for the assessment of microfinance. In this research Wilcoxon
signed Rank Test techniques applied to examine the impact of
microfinance on poverty of poor household. All the data and the detail of
customers of Akhuwat Trust and Kashaf Foundation is taken from the
officials and the respondents that was selected through random sampling
technique. The total numbers of borrowers were 5780 both in urban and
rural areas in which 980 belong to rural areas and loan was limited only
PKRS 20000 that was taken by the borrowers that make the population
shrinks to 203 borrowers. The data gathered from203 respondents.

4. Results and Discussion
Table 1: Ranks of Education

Before After
Frequency | Percent | Frequency | Percent
Valid Yes 63 31.1 132 65.1
No 140 68.9 71 34.9
Total 203 100.0 203 100.0
Table 2: Test Statistics®
Do you send Where do you Do you send Do you
your children send your girls (female satisfied with
to school children  for children)  to your children
- Do you send Education - school - Do education -
your children Where do you you send girls Do you
to school send your (female satisfied with
children  for children)  to your children
Education school education
z .000° -6.070° -12.373¢ -14.248°
Asymp.  Sig. (2- 1.000 .000 .000 .000

tailed)

As Table 1 and 2 shows after and before measurement on
education sample population. The results show an increase in education of
girls and p value is 0.00 which shows the significance so is a positive
change in education after taking microfinance.

Table 3: Ranks of Income
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Before After
Frequency | Percent | Frequency | Percent
Valid Yes 55 27.1 157 77.3
No 148 72.9 46 22.66
Total 203 100.0 203 100.0
Table 4: Test Statistics®
What is the What is the What is the Do you How much do
total income of total total number save some you spend on
your family - income of of bread money your monthly
your family earners in every household
- your family month - expenditure
Z -12.404° -12.404° .000° -13.964°  -13.820°
Asymp. .000 .000 1.000 .000 .000

As Table 3 and 4 indicates before and after measurement on

income level of sample population. The results indicates an increase in
income of head of the family and total income of the family and their
significance values because of P value 000 and positive change in savings
per month after taking microfinance.

Table 5: Ranks of Health and Food

Before After
Frequency Percent | Frequency Percent
Valid Yes 72 355 128 63.1
No 131 64.5 75 36.9
Total 203 100.0 203 100.0
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Table 6: Use of Meat Test Statistics®

How Do you Do you Do you use clean How Do you get From
many eat fruits have water at home often you proper medical where do
times in - Do servants (boiled,filtered,any [ family treatment and you get
a week you eat - Do you other form) - Do you members medicines - Do medical
you eat fruits have use clean water at fall sick - you get proper treatment
meat servants home How medical and
How (boiled,filtered,any often you treatment and medicines -
many other form) [ family medicines From
times in members where  do
a week fall sick you get
you eat medical
meat treatment
and
medicines
z -12.610° -14.248° -2.449° -13.892° -13.711°  -13.928° -5.385°
Asymp. .000 .000 .014 .000 .000 .000 .000
Sig.
Before and after measurement for health standards measured

through Table 5 and 6 which indicates only change in mean ranks of
medicines and good food with its significant p value of 0.000 and positive
impact of microfinance.

Table 7: Ranks of Agriculture

Before After
Frequency | Percent | Frequency | Percent
Valid Yes 71 34.9 112 55.1
No 132 65.1 91 449
Total 203 100.0 203 100.0
Table 8: Agriculture Test Statistics®
Do you and Is the land Do you Do you What
your family irrigated - cultivate on depend on happened to
member Is the land this land - the income the
have irrigated Do you from the agriculture
agriculture cultivate on agriculture  land for last
land - Do this land land - Do five years -
you and you depend What
your family on the happened to
member income from the
have the agriculture
agriculture agriculture  land for last
land land five years
z .000° -14.248°  -14.248°  .000° -14.248°
Asymp. Sig. 1.000 .000 .000 1.000 .000

65



Kashmir Economic Review
Volume 26, Issue 2 -2017

As Table 7 and 8 indicates the assessment of agriculture before and
after taking microfinance It shows not so much positive result the p value
is 1.00 which is not good and not positive in dependency of income on

agriculture.

Table 9: Ranks of Housing Infrastructure

Before After
Frequency Percent | Frequency | Percent
Valid Yes 71 34.9 137 67.4
No 132 65.1 66 32.6
Total 203 100.0 203 100.0

Table 10: Own House Test Statistics®

Do Whatis  Sanition Which Do you Do you Doyou  Whatis
you the condition source have have Gas  have the
have  physical (Toilets) of electricity  connection telephone frequency
your  condition - water  connection at your line at of your
own ofyour Sanition doyou atyour home - Do youe personal
house house- condition haveat home-Do youhave home-  purchases
-Do  Whatis (Toilets) your you have  Gas Doyou  (clothes) -
you the home - electricity connection have What is
have  physical Which  connection at your telephone the
your  condition source atyour home line at frequency
own  of your of home your of your
house house water home personal
do you purchases
have at (Clothes
your
home
2 000° -14.248° -14.248° - -3.317° .000° -13.820°  -14.248°
14.248"
Asymp. 1.000 .000 .000 .000 .001 1.000 .000 .000
Sig.

Before and after assessment on housing infrastructure is shown by
Table 9 and 10 shows over all positive impact significance. It is observed
that there is good change housing condition and positive impact on
sanitation physical condition of house and significance values of all other
items related to housing infrastructures.
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5. Conclusion

Impact assessment is the best methodology to assess an institution
performance. So, for impact assessment primary data is used of
microfinance institution Akhuwat Trust and Kashf Foundation. Akhuwat
and Kashf microfinance institutions are trying to reduce poverty through
providing loans to poor house hold in Sialkot Pakistan. So, on the basis of
above cited result it is observed that Microfinance playing a vital role to
fulfillment of basic needs, improving living standard and decreasing
poverty and hypothesis generated that microfinance programs increase the
socio-economic conditions of rural households. We observed that there is
a clear difference in education especially girl’s education, the borrowers
send their girls to school after taking loan. There is weak relationship
between Microfinance and agriculture. Poor people are getting health
facilities, the food condition improve and they are eating meat and fruit on
monthly basis, their housing infrastructure has also become better. There
is a good relationship between Income and expenditure, good impact on
education, health, food and housing infrastructure. So, the poor people can
fulfill their basic needs, improve their living standard by using the
financial services of MFIs and can reduce their poverty level. On the basis
of study, we can say that Microfinance and poverty has a significant
relationship it means poverty can be reduced by using Microfinance in the
rural area of Sialkot, Pakistan.

References

Abbas, K., & Shirazi, N. (2015). The key players' perception on the role of
Islamic microfinance in poverty alleviation: The case of Pakistan.
Journal of Islamic Accounting and Business Research, 6(2), 244-
267.

Adewole, E. (2010). Global Economic Crisis & Poverty in Pakistan.
International Journal of Micro simulation, 3(1), 127-129.

Ahmad, V. (2010). Global Economic Crises and Poverty in Pakistan.
International Journal of Micro Simulation ,3 (1), 127-129.

Akram, H. &. (2011). The Role of Microfinance in uplifting Income
Level:A Study of District Okara-Pakistan. Indisciplianry Journal
of Contemporary Research Business,02(11)., 83-94.

Alam, M. S., & Aziz, T. (2012). Interest free microfinance model: A path
toward sustainable development. International Journal of

67



Kashmir Economic Review
Volume 26, Issue 2 -2017

Marketing, Financial Services & Management Research, Volume
1, issue 8, 2277-3622.

Ali, M., Saeed, G., Zeb, A., & Jan, F. A. (2016). Microcreditand its
significance in sustainable development and poverty alleviation:
Evidence from Asia, Africa, Latin America and Europe. The
Dialogue, 11(3), 334-345.

Anayo, D., & Nkamnebe, E. (2011). Recovery of Microcredit in
Nigeria:Implications for Enterprise Development and Poverty
Alleviation. Management Research Revies,34(2), 236-241.

Asad K.Ghalib, I. M. (2011). The Impact of Microfinance and its Role in
Easing Poverty of Rural Households:Estimation from Pakistan.
Research Institute for Economics and Business Administration, c
21-132.

Asad, A. k., Malki, i., & Katsushi, i. S. (2011). The Impact of
Microfinance and its Role in Easing Poverty of Rural Households.
Research Institute for Economics and Business Administration, 11-
28.

Asemota, B. E. (2011). AN ASSESSMENT OF MICROFINANCE AS A
TOOL FOR POVERTY REDUCTION AND SOCIAL CAPITAL .
Global Journal of Finance and Banking Issues Vol. 5. No. 5, 38-
48.

Ayuub, S. (2013). Impact of Microfinance on Poverty Alleviation:Acase
Study NRSP in Bahawalpur Pakistan. International Journal of
Academic Research in Accounting, Finance and Management
Sciences, 3(1)., 119-135.

Boateng, G. O., Boateng, A. A., & Bampoe, H. S. (2015). Microfinance
and poverty reduction in Ghana: Evidence from policy
beneficiaries. Review of Business and Finance Studies, 6(1), 99-
108.

Farida, F., Siregar, H., Nuryartono, N., & K.P, E. I. (2016). An impact
estimator using propensity score matching: People's business credit
program to micro-entrepreneurs in Indonesia. Iranian Economic
Review, 20(4), 599-615.

Hoassain, M. (2012). Measuring the Impact of BRAC Microfinance
Operations: A Case Study of a Village. Journal of International
Business Research, 112-123.

Igbal, Z. M. (2015). Impact of microfinance on poverty alleviation: The
study of District Bahawalnagar, Punjab, Pakistan. Management
and Administrative Sciences Review,Volume 4, Issue 3, 487-503.

68



Kashmir Economic Review
Volume 26, Issue 2 -2017

Igbal, Z., Igbal, S., & Mushtag, M. A. (2015). Impact of microfinance on
poverty alleviation: The case study of district Bahawal Nagar,
Punjab, Pakistan. Management and Administerative Sciences
Review, 4(3), 487-503.

Kasali, T. A., Ahmad, S. A, & Lim, H. E. (2015). What impact does
microfinance loan have on incomes of the rural poor in Nigeria?
Journal of Economics and Sustainable Development, 6(10), 2222-
2855.

Khan, A., Rahman, T., & Wright, R. (2015). The impact of microcredit on
employment: Evidence from Bangladesh and Pakistan.
International Journal of Development Issues, 14(3).

Khan, M. A., Jahiruddin, A., Short, P., & Dressler, W. (2011). Can
Microcredit worsen poverty? Cases of exacerbated poverty in
Bangladesh. Development in Practice, 21(8), 1109-1121.

Mahmood, S., Hussain, J., & Matlay, H. Z. (2014). Optimal microfinance
loan size and poverty reduction amongst female entrepreneurs in
Pakistan. Journal of Small Business and Enterprise, 21(2), 231-
249.

Mahmood, T., Arby, M. F., Hussain, T., & Sattar, A. (2016). Impact of
microfinance on income generation and living standards: A case
study of Dera Ghazi Khan division. Pakistan Economic and Social
Review, 54(1), 73-80.

Mathur, D. N., & Mathur, H. (2016). Assessment of Microfinance as an
Effective Tool for Socio Economic Development. Imperial Journal
of Interdisciplinary Research, 2(4), 224-231.

Mazumder, M. S., & Lu, W. (2015). What impact does microfinance have
on rural livelihood? A comparison of governmental and non-
governmental microfinance programs in Bangladesh. World
Development, 68(1), 336-354.

Muhammad, S. (2010). Microfinance Challenges and Opportunities in
Pakistan. European Journal of Social Sciences, Vol. 14(1), 88-96.

Muzamil, M. A. (2014). Analysis of Interest Free Micro Credit Scheme of
Akhuwat in District Mansehra, KPK: Implication for Poverty
Reduction and Rural Development in Pakistan. J. Glob. Innov.
Agric. Soc. Sci., 2014, 2(4), 190-194.

Noreen, U., Imran, R., Zaheer, A., & Igbal, M. (2011). Impact of
Microfinance on Poverty: A Case of Pakistan. World Applied
Sciences Journal 12 (6), 877-883.

69



Kashmir Economic Review
Volume 26, Issue 2 -2017

Noreen, U., Imran, R., Zaheer, A., & saif, M. I. (2011). Impact of
Microfinaance on Poverty:case Study of Pakistan. World Applied
Sciences Journal 12 (6), 877-883.

Qureshi, H. J. (2011). MICROFINANCE AND SUSTAINABLE
DEVELOPMENT:EVIDENCE FROM PAKISTAN. A Research
Journal of Commerce, Economics and Social Sciences Vol. 5 No.1,
88-113.

Rahman, H., Moazzam, A., & Ansari, N. (2015). Role of Microfinance
Institutions in Women Empowerment: A Case Study of Akhuwat,
Pakistan. A Research Journal of South Asian Studies, 30(1), 107-
125.

Rokhman, & Wahibur. (2013). The effect of Islamic microfinance on
poverty alleviation: A study in Pakistan. Journal of Economics and
Business, 11(2), 21-30.

Rooyen, C. V., & Wet, R. S. (2012). The impact of microfinance in Sub-
Saharan Africa: A systematic review of the evidence. World
Development, 40(11), 2249-2262.

Sayed Samer, I. M. (2015). The Impact of Microfinance on Poverty
Reduction: Empirical Evidence from Malaysian Perspective.
Procedia - Social and Behavioral Sciences 195., 721-728.

Shirazi, N. S. (2009). Role of Pakistan Poverty Alleviation Fund’s Micro
Credit in Poverty Alleviation:A Case of Pakistan. Pakistan
Economic and Social Review , 47(2), 215-228.

Swain, R. B., & Wallentin, F. Y. (2014). The impact of microfinance on
factors empowering women: Differences in regional and delivery
mechanisms in India’s SHG programme. Journal of Microfinance,
112-123.

Visconti. (2012). Asurvey on Microfinance for Developing Countries. A
Social Responsible Investment Responsibility.

Weiss, J., & Montgomery, H. (2014). Great expectations: Microfinance
and poverty reduction in Asia and Latin America. Oxford
Development Studies, 4(3), 391-416.

Zahra, N., Shah, H., & Khan, A. (2014). LIVELIHOOD ASSETS AND
POVERTY NEXUS: A CASE STUDY FROM. Pakistan J. Agric.
Res. Vol. 27 No.3.

70



