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This report presents the findingsof Mid-Ter m Eval uati on (MTE) of Pri
(PMIFL) Scheme. It is based on feedback provided by the beneficiaries of PMIFL; solicited through
individual interviews conducted at the household level, focus groups with beneficiaries at village level,
and key informant interviews with members of implementing partners and community based
organizations. The MTE assignment was spread from 4th August, 2017 to 31st May, 2018.

Background

Poverty is widespread in Pakistan, particularly in the rural areas. To address the issue, the
Government of Pakistan (GoP), in May, 2014, under the umbrella of Prime Minister Youth Program
(PMYP), approved an amount of PKR 3.5 billion (for on lending )for the PMIFL Scheme for supporting
productive microenterprise activities for the poor in rural and urban areas of the country. The Program
aims to provide 1 million loans(Subject to availability of additional funds of Rs. 5 billion each year)) (up
to a maximum of PKR 50,000 to households having a score range of 0-40 on Poverty Scorecard (PSC),
with viable business ideas or opportunities, but little or no access to banks or microcredit institutions

me

Mi

are eligible.Iti s managed by the Prime Ministerds Secretari

specially set up for this purpose.

PPAF being the lead apex institution for community-driven development in the country was selected by
the GoP to design, mobilize, implement and monitor the PMIFL Scheme in partnership with the local
Partner Organizations (POs). The organizations who had earlier implemented poverty alleviation
Programs through microfinance, Interest Free Loans (IFL) or livelihoods interventions in Pakistan; are
eligible are selected through a competitive process. The POs are responsible for setting up and
managing loan centers; assessments, disbursements & recovery of loans; and documentation,
monitoring and reporting on PMIFL processes.

n

at

To ensure OExit into Entryod, the POs are encouraged

Community Institutions (Cls), so that within a period of one to four years, these institutions are able to
take on the responsibilities of revolving of PMIFL funds. This is expected to lead to effective and
efficient disbursement and collection of the PMIFL loans, as well as ensure its operational and
financial sustainability.

It was agreed by GoP that the overall distribution of PMIFL funds will be based on the NFC award and
the beneficiaries will be identified based on the selection criteria and terms & conditions outlined in the
Standard Operating Procedures (SoPs). Therefore, disbursement of IFL is channeled to areas that
qualify the following indicators: low on Human Development Index (HDI) and food security; low (below
12%) on conventional microfinance coverage; existing livelihoods and training investments, which can
be leveraged; and mature community based institutions at UC level.

Using the above mentioned criteria, a total of 63 districts were initially prioritized as targeted areas to
be covered under the PMIFL Program. Since its inception to end of September 2016, a total of
221,002 IFLs have been provided to eligible households through 26 POs in 44 districts across all
provinces and regions of the country.

Scope of Mid Term Evaluation

PPAF engagedt he services of MMP t o assess and eval
to its objectives and outcomes as well as in terms of its contribution towards poverty alleviation, its
relevance to the national context, and to identify best practices, lessons learnt, areas of improvement
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and corrective action plan in the effective attainment of project objectives/outputs, key interventions
as well as the implementation approach of PMFIL Scheme. The geographical reach of the MTE
assignment was spread across all the provinces: Balochistan, Khyber Pakhtunkhwa (KP), Punjab and
Sindh; and regions: Azad Jammu and Kashmir (AJK), Federally Administered Tribal Area (FATA),
and Gilgit Baltistan (GB); of Pakistan.

The MTE services were intended to provide a detailed assessment and systematic analysis of
performance and outcomes of the Program with sufficient information as per the following criteria:
progress; relevance; efficiency; effectiveness; connectedness; impact; institutional capacity; process
review; sustainability; and crosscutting themes. The methodology combined quantitative and
gualitative research methods; beneficiary feedback and process review; for which beneficiary
interviews, FGDs and IDIs were administered in all the provinces/regions of Pakistan.

The key component of the MTE assignment was conducting interviews with 4,120 PMIFL
beneficiaries selected through multi-staged stratified random sampling. The survey examined
beneficiary experiences and perceptions about the system of communication, payment schedules,
efficiency of the payment mechanisms and loan appraisal, disbursements, recoveries and
documentation. A total of 19 districts were selected as part of the sample from all the provinces and
regions including Balochistan, KP, Punjab, Sindh; AJK, FATA and GB. The sample districts were
selected based on the following considerations:

1. The number of beneficiaries to be covered in each province/region determined on the basis
of the proportion of target population in that area;

2. Male/female grouping of the district samples calculated based on the proportion of their
respective regional male/female distributions.

3. Representation of major POs of PPAF; and

4, Geographical representation of different regions within a province/region.

For qualitative feedback, 27 FGDs were conducted across the 19 selected districts with a total of 236
individuals, including mostly beneficiaries and some members of community institutions. FGDs with
exclusive participation of female and male were conducted keeping in view the gender distribution of
samples in the respective districts. In addition, IDIs were carried out with the two key implementing
stakeholders of PMIFL; POs and Cls; in the sample districts. The purpose of the IDIs was to review

and assess t h e i mpl ementing institutionsé capacity

monitoring and evaluation, planning, reporting, learning and financial management, procurement, with
particular attention to the evidence needed to show outcomes and impact of the scheme related to its
objectives and the outcome indicators.

Key Findings

The intended outcomes of PMFIL Scheme outlined in the project documents and the progress
assessed against these indicators through the MTE are highlighted below:

A At least 60% of the targeted borrowers graduated to higher scores on the PSC.

With respect to changes in the PSC analyzed before and after PMIFL, 74.6% of the interviewed
beneficiaries had graduated to higher scores whereas 23% had degraded to lower scores and there
was no change in the scores of 2.4%. On regional level, FATA was on top where 95% of the
beneficiariesbd data indicated i mprovement i n
beneficiaries reporting improvement in their scores, GB with 77.9%, Punjab with 74.7%, Balochistan
with 72.2%, Sindh with 71.5%, and AJK with 66.7%. The reasons that may be attributed with the
respondents who had degraded to lower poverty bands are: selling of household asset(s) due to major
events such as seeding new crops, marriage, death, a natural calamity, etc; and/or selling of old
livestock for buying newer breed on seasonal basis. The quantities of household assets and livestock
are key determinants of the PSC, therefore, any minor or temporary change in these indicators directly
affects the scores of the borrowers.

t hei
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A At least 60% of target community members/borrowers report a minimum of 25%
increase in household incomes and/or assets.

To assess this indicator, the amounts of increase in the reported incomes of the PMIFL sponsored
businesses were measured against the given threshold. Nevertheless, before doing so, such
beneficiaries who did not earn any monthly income from their business before PMIFL and those who
had utilized the PMIFL amount for personal use were separated. The subsequent analysis revealed
that there were 77.8% beneficiaries whose monthly income had increased by 25% or more. For 16.2%
beneficiaries, the increase in their monthly income was less than 25%; for 2.6% beneficiaries, there
was no change in their monthly income; and for 3.5% beneficiaries, their monthly income had
decreased. As per actual figures quoted by the overall respondents, the average monthly income
generated by their business before PMIFL was PKR 7,209; whereas, it had increased by 79.3% to
PKR 12,928 after receiving the PMIFL.

A At least 50% of targeted third tier Cls of the poor report improved linkages with
government line agencies, market and private sector

Out of the interviewed Cls, 64% reported that they have established and improved linkage with the
concerned institutions. The organizations mentioned by them included government line agencies such
as NADRA, health departments, local NGOs, and relevant merchants / suppliers / retailers. For this
purpose, they highlighted using the mediums of training sessions with the borrowers and frequent
meetings and consultation.

A At least 50% of those targeted are women.

Overall, 60.3% of the PMIFL beneficiaries interviewed were female whereas 39.7% were male. The
proportion of female beneficiaries varied on regional level with 70.9% in Punjab, 69.2% in Sindh,
64.9% in AJK, 42% in Balochistan, 30.1% in KP, 16.3% in GB, and 10% in FATA. The results are
based on interviews conducted with 4,120 PMIFL beneficiaries selected through random sampling as
discussed earlier. Therefore, the male/female proportions in the sample closely represent the national
and regional population figures of male/female borrowers of PMIFL.

A Environment friendly practices reflected during the development of business
development plans, loan appraisal process and utilization of financial services.

From the interviewed beneficiaries, 94% of them were not associated or involved with any of the items
or activities included in the negative list under PMIFL-ESMF. Amongst the remaining, following items
were mentioned: deforestation, 5.1%; fire / smoke, 0.6%; poaching / hunting, 0.4%; hazardous
chemical / material, 0.4%; commercial construction, 0.3%; drain without disposal, 0.2%; and
explosives / ammunition, 0.2%. For 34.6% of the beneficiaries, environmental review of their business
had been carried out at least once. For mitigation of environmental risks, 12.2% of the beneficiaries
had been provided with an orientation and/or training in this regard and of these 12.2% beneficiaries,
more than one third had implemented some protective measure(s) for mitigation of the identified
environmental risks associated with their business.

A At least 90% of the IFL amounts are utilized for productive purposes, as set in
business development plans, developed during appraisal stage.

It was heartening to note that 94.8% beneficiaries had utilized full loan amounts for their businesses.
The remaining 5.2% beneficiaries said that they have used the loan fully or partially related to health,
construction, assets, wedding, other loan repayment, etc. On an overall basis, the proportional usage
of total loan amount received under PMIFL included 51% on fixed assets, 46% on raw materials, about
1% on other business related expenses, and about 2% on non-business expenses. As per actual
amounts quoted by the beneficiaries, on average, PKR 10,314 had been spent on procurement of
fixed assets, PKR 9,222 had been used for purchasing raw materials and products, and PKR 186 had
been spent on other miscellaneous expenses.
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A At least 95% of average repayment rate maintained from beneficiary households to
the Branches/ Loan Centers.

Across the country, 97.4% of the beneficiaries had completed the loan repayment. This figure varied
amongst the regions with 100% beneficiaries each in AJK and FATA, 99.6% in Sindh, 98.3% in
Punjab, 96.3% in KP, 89.5% in GB, and 81.7% beneficiaries in Balochistan reported complete debt
servicing. Those who had not completed their loan repayment, most of them had time period left in
their loan duration. In Balochistan, 54.4% and in GB, 44.2% respondents had received the loan during
2016. PO wise, all the beneficiaries of HHRD, SERVE, GBTI, EPS, PRSP, SRSO, and AMRDO had
completed the loan repayment while most of those who had not completed the repayment belonged to
Akhuwat and HANDS.

Key Issues and Recommendations

Key Issue 11 Targeting methodology: The PSC, in its current form, suffers from high in-built design
errors, errors (especially inclusion and exclusion) during implementation, and infrequent surveys,
meaning that it cannot respond to the dynamic nature of household incomes.! The quantities of
household assets and livestock are key determinants of the PSC, therefore, any minor or temporary
change in these indicators directly affects the scores of the borrowers.

Key Recommendation 1 1 Improved poverty measure: Though, the existing PSC used in Pakistan
had limited indicators, however, it has been substantially improved by BISP in the recent times. The
new version has already been tested in pilot phase by BISP and is now being used on a nation-wide
for the on-going National Socio Economic Registry (NSER) update. Hopefully, it will have additional
and comprehensive dimensions for poverty estimation which may fulfill the future needs of PMIFL.

Key Issue 2 i Partial compliance on NBFC: With respect to legal status, all the POs were registered
with government bodies under various acts. However, the most important element was compliance of
POs with NBFC regulations as they were providing financial services. In this regard, all the POs except
six; ADO, BRSP, EPS, FDO, HANDS, and SERVE; were registered as NBFCs or in the process of
getting registered. These six POs have also agreed with PPAF to get themselves registered under the
NBFC regulation.

Key Recommendation 2 1 _Ensuring full compliance on NBFC: As per the legal agreements
between POs and PPAF, compliance of NBFC is one the fundamental requirements for any
organization to be considered as a partner in PMIFL. Therefore, the PPAF Board and PMIFL
Management should take strict action on this matter and ensure that the existing POs get themselves
registered with NBFC as soon as possible.

Key Issue 3 1 Lack of clarity regarding eligibility criteria: Only 51% of beneficiaries had gained
knowledge about the eligibility criteria from the loan centers. Due to this factor, there was a lack of
understanding about the eligibility criteria which was evident during the FGDs. Some participants
claimed that the loan center staff gave loans to people of their own choice. Some also said that only
those people got | oans who had recommendati on

Key Recommendation 3 i Clear messages about eligibility criterion: It is recommended that an
orientation and training should be given to staff of all the POs on how to respond to questions about
eligibility in a clear and unambiguous manner. They should be instructed to replicate this message
further to the Cl members. Secondly, in order to create awareness amongst the general masses, IEC
material highlighting the eligibility criteria should be displayed by all means..

Key Issue 4 1 Varied approaches for targeting: It was found that most of the POs were
administering their own PSC data and some had even adopted their own approach for targeting of
borrowers under the PMIFL. One such example is NRSP, working in two districts of Punjab; Bhakkar
and Rajanpur; they were only considering BISP beneficiaries for applying loans under PMIFL. This
approach had entirely altered the gender balance in these districts and caused un-conformity with the

! Stephen Kidd, Bjorn Gelders and Diloa Bailey-Athias; An assessment of the effectiveness of the proxy means test poverty
targeting mechanism; ESS 1 Working Paper No. 56; Development Pathways

or
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program design. Secondly, the PSC of BISP beneficiaries is up to 16.17, whereas the PMIFL band
goes up to 40.00. Therefore, due to this convention, the targeted borrowers above 16.17 in these
districts were left out resulting in a direct exclusion error.

Key Recommendation 4 1 Standardization of targeting approach: PPAF should issue strict policy
guidelines with respect to non-compliance of the targeting approach and should ensure that such
incidences are controlled timely in future. The current case of NRSP should also be discussed with its
management and all efforts should be made to make course corrections in the respective districts.

Key Issue 51 Non-compliance of loan conditionality: Of the total 4,120 beneficiaries interviewed,
1.1% reported that they had applied the loan for personal use which is not permissible under the
PMIFL policy and design. The surprising fact is that their applications were accepted irrespective of
this non-compliance.

Key Recommendation 5 i Strict adherence of loan conditionality: The management of POs
should take their staff on board and devise strategies to minimize such non-compliances. Once
identified, such cases should be investigated and the loan approval committee must be held
responsible for their negligence.

Key Issue 6 i lIssues faced during loan processing: Overall, 16.7% beneficiaries had faced
problem during the processing of their loan. The proportion of such beneficiaries was comparatively
high in Balochistan with 51.5%, Sindh with 21.3% and Punjab with 16.3%. From the overall
beneficiaries who had faced problem during the processing of their loan, 93.3% had encountered it
while preparing the documentation. The average cost spent by the beneficiaries for preparing loan
documentation, across the country, was estimated at PKR 120.3.

Key Recommendation 6 I Review of documentation requirements: The requirements set for
documentation with the loan application may be revisited and the number forms may be rationalized.
Alternatively, arrangements can be made to ensure that dedicated resource persons are available all
the time for assisting the borrowers in completing their formalities.

Key Issue 7 1 Multiple visits and resource implications: In terms of time taken by the beneficiaries
for traveling to the loan centers (one way), the average travel time was calculated at 48.4 minutes for
one way. Similarly, the average cost incurred by the beneficiaries for traveling to the loan centers was
estimated to be PKR 94.2 for one way. As in total, the beneficiaries had to make 3.9 visits on average
for the complete processing of their loans, this amounts to a lot of time and money spent on receiving
a loan.

Key Recommendation 7 1 _Pre-visit awareness and social mobilization: Awareness campaigns
should be planned in consultation with Cls to inform the targeted borrowers about all the pre-requisite
formalities and documents prior to their visits at the loan centers. Secondly, the local Cls can be
tasked to plan the visits of borrowers during times when they can be accommodated in a timely and
efficiently manner. This will help in minimizing their visits to the loan centers by at least half.

Key Issue 8 1 Lack of functionality of KRM: About 69% of the beneficiaries did not know about the
concept of KRM or its presence and functionality at the loan centers. Amongst the beneficiaries who
were familiar with the presence and functionality of KRM, 32% rated the services as helpful, 60.6%
rated it as partially helpful, and 7.4% thought that the services were unhelpful. In some areas,
especially in GB, the PO officials even denied existence of KRM at their centers.

Key Recommendation 8 i Assessment of KRM functionality: PPAF may consider conducting an
institutional analysis of the loan centers as a whole but with a special emphasize on the dimension of
KRM including its functionalities and the staff responsible for its operations.

Key Issue 91 Limited availability of some resources: Though OM of PMIFL and other mandatory
resources such as computers were mostly available at the PO offices, but their availability at the loan
centers was not proven especially where the loan centers were in remote locations. This may be due
to the fact observed during preliminary field visits when a few focal persons raised concerns regarding
provision of insufficient operational costs which were born by the POs for implementing PMIFL
scheme. In these incidences, the staff was not aware about the requirements laid down in OM as
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many fundamental items and resources were missing at the center such as a dedicated accountant,
sign boards, computer and digital communication facilities.

Key Recommendation 9 1 Improved availability of some resources: PPAF may like to ask the
managements of all the POs to verify the existing resources provided at their loan centers designated
for PMIFL and ensure supply of the deficient items or human resource. A supply capacity assessment
exercise can also be carried out in this regard by the PO managements.

Key Issue 10 i _Absence of female Staff: Female beneficiaries especially in Balochistan and FATA,
were restricted to go to the loan center due to tribal culture and veil, instead their husbands filed their
applications and received the cheque. Correspondingly, availability of female staff at the loan centers
was reported by 59% of the beneficiaries. From FATA to Punjab, unavailability of female staff was a
big problem and women beneficiaries felt uncomfortable talking to male staff.

Key Recommendation 10 i Deployment of additional female staff:

As more than 60% of the targeted borrowers are female, therefore, special measures must be taken to
ensure that all the loan centers, across the country, are deputed with sufficient number of female staff.
This is a special requirement in provinces such as KP and Balochistan and parts of Sindh and Punjab
where women face major cultural constraints and are not allowed to interact with males. Secondly, in
case on temporary unavailability of female staff at a particular day or time, female members of a local
Cl can be assigned to act as an alternative.

Key Issue 111 Undue payments: From the interviewed beneficiaries, 17 had to make some kind of
undue payments for processing of their loans, other than the travelling and documentation costs. Out
of these 17 beneficiaries, 6 were in Balochistan, 6 were in Punjab, and 5 were in Sindh. Of such
beneficiaries in Balochistan, 1 had paid PKR 300, 3 had paid PKR 500 each, and 1 each had paid
PKR 700 and PKR 1,000 respectively. In Punjab, all such beneficiaries had paid PKR 300 each.
Amongst such beneficiaries in Sindh, 1 had paid PKR 50 and the remaining 4 had paid PKR 1,000
each. All of the 17 had paid these amounts to agents / middlemen.

Key Recommendation 11 i_Awareness raising and strict monitoring regime: Awareness amongst
beneficiaries should be increased through the Cls about reporting the cases of extortion and
exploitation at the loan centers or to the Cl members. Loan center manager should be held
accountable from where such cases or embezzlement are reported. Mechanisms for strict monitoring
should be evolved and instituted at the PO offices as well as at the loan centers. Notices should be
displayed in the centers warning the people against exploitation of beneficiaries.

Key Issue 12 i Future of PMIFL: The PMIFL funds should not be left with POs as they cannot bear
the operational costs. LSOs are a viable option as they are run by volunteers who can contribute both
time and costs from their own to maintain the funds. At the present, due to lack of necessary skills and
training, the LSOs are not in a position to manage the PMIFL operations independently. However, they
can take over PMIFL in the long run, subject to strengthening of their existing resources and provision
of adequate capacity building support.

Key Recommendation 12 i Two pronged approach: The best possible approach for the future of
PMIFL will be to have two parallel strategies, one for the short-term and the other for long-term
sustainability of the program. In short run, the Scheme should continue with the current model and
POs should be given all the mandatory resources and support for efficient implementation. For the
long run, the Cls should be gradually involved more in the implementation activities and they should be
continuously provided with training, capacity development, and institutional strengthening support until
they become self-sufficient to run the program independently. For this purpose, milestones can be
determined by PPAF as by when Cls are fully trained and handed over the PMIFL funds.
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This Report is the final deliverable of the consultancy services for Mid-Term Evaluation (MTE) of Prime
Ministerd #nterest Free Loans (PMIFL) Scheme. It is based on feedback provided by the beneficiaries
of PMIFL; solicited through individual interviews conducted at the household level, focus groups with
beneficiaries at village level, and key informant interviews with members of implementing partners and
community based organizations.

The contract for MTE of PMIFL was made between Pakistan Poverty Alleviation Fund (PPAF) as the
Client and MM Pakistan Private Limited (MMP) as the Consultants. The assignment commenced on
4th August, 2017 with a formal kick-off meeting held at the PPAF head office, Islamabad. The MTE
contract was spread over a period of ten months and was completed by 31st May, 2018.

Thisr eport begins with a brief setting of the assignme
key dimensions of the PMIFL Scheme, the detailed approach and methodology adopted for the

assignment, a literature review on micro-credits and Interest Free Loans (IFLs), and the analysis and

synthesis of all the findings covering processes of implementation by PPAF and its POs. It also covers

the level of satisfaction and understanding of beneficiaries regarding various aspects of the PMIFL

program. The report provides useful insight into the progress related to each objective of the scheme

including relevance, efficiency, effectiveness, connectedness, impact, institutional capacity, and

sustainability and to what degree these processes are empowering for beneficiaries.

1.1. Background

Poverty is widespread in Pakistan, particularly in the rural areas. There is high unemployment and
generally lack of income earning and generating opportunities, especially for women. To address the
issue, the Government of Pakistan (GoP), in May, 2014, under the umbrella of Prime Minister Youth
Program (PMYP), approved an amount of PKR 3.5 (for on lending ) billion ( for the PMIFL scheme to
support productive microenterprise activities for the poor in rural and urban areas of the country. The
households having a score range of 0-40 on Poverty Scorecard (PSC), with viable business ideas or
opportunities, but little or no access to banks or microcredit institutions are eligible for the Program. As
per the Program, the maximum loan size per beneficiary is up to PKR 50,000. Half of the target
beneficiaries of PMIFL should be women. The Program is anticipated to provide one million interest
free loans to the eligible households over a time period of four years.

PPAF is the lead apex institution for community-driven development in the country. Set up, by the
GoP, as a fully autonomous not-for-profit private sector organization, PPAF enjoys facilitation and
support from GoP, the World Bank (WB), the Italian Development Corporation (IDC), Kfw
Entwicklungsbank (Development Bank of Germany), International Fund for Agricultural Development
(IFAD), and other statutory and corporate donors. PPAF aims to be the catalyst for improving the
quality of life, broadening the range of opportunities and socio-economic mainstreaming of the poor
and disadvantaged, especially women.

The core operating units of the PPAF deliver a range of development interventions at the grass
root/community level through a network of more than 130 Partner Organizations (POs) across the
country. These include social mobilization, livelihood support, access to credit, infrastructure and
energy, health, education and disaster management. Externally commissioned independent studies
have demonstrated positive outcomes and impact of PPAF interventions on the lives of benefiting
communities related to their economic output, household incomes, assets, agricultural productivity
skills and other quality of life indices.
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Based on its previous experience as the lead apex institution for community-driven development in the
country, PPAF was selected by the GoP to design, mobilize, implement and monitor the PMIFL
Scheme in partnership with the local POs who had earlier implemented poverty alleviation Programs
through microfinance, Interest Free Loans (IFL) or livelihoods interventions in Pakistan. Since its
inception to end of December 2016, a total of 251,351 IFLs (about 62% of these loans were awarded
to women) have been provided to eligible households through 26 POs in 44 districts.

1.2. Objectives  and Intended Outcomes of the PMIFL Scheme
Key objectives of the PMIFL Scheme are as follows:

A Make IFLs available to men, women and youth from poor, vulnerable and marginalized
households, not yet tapped by the microfinance sector, so that they may engage in
productive economic activities that will improve their lives and allow them to positively
contribute to the economy.

A Support female participation and inclusion in economic activities, by disbursing at least 50%
of the loans to women and persons with different abilities.

A Encourage behavioral change by demanding loan beneficiaries to ensure specific health and
education practices.

A Enhance the entrepreneurial competencies amongst loan beneficiaries by extending
services as a PLUS dimension of the Program, e.g. enterprise training and counseling,
market linkages, financial literacy and numeracy training.

A Establish and/or strengthen Urban and Rural Branches, and/ or Union Council (UC) based
Loan Centers, capable of assessing, distributing and recovering IFLs to those households
on a PSC of 0-40.

The intended outcomes of PMFIL Scheme are as follows:

A At least 60% of the targeted borrowers graduated to higher scores on the PSC.

A At least 60% of target community members/borrowers report a minimum of 25% increase in
household incomes and/or assets.

A At least 50% of targeted third tier Cls of the poor report improved linkages with government
line agencies, market and private sector

A At least 50% of those targeted are women

A Environment friendly practices reflected during the development of business development

plans, loan appraisal process and utilization of financial services

A At least 90% of the IFL amount are utilized for productive purposes, as set in business
development plans, developed during appraisal stage

A At least 95% of average repayment rate maintained from beneficiary households to the
Branches/ Loan Centers.

1.3. Key Features  of the PMIFL Scheme

Total Funds Available PKR 3.5 Billion

Fund Available for Loans PKR 3.10 Billion (Distribution as per NFC allocation)
Type of Loan Interest Free Loan for Productive Products

Loan Purpose Productive economic activity

Loan Size Maximum up to PKR 50,000
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Provincial allocation strictly as per National Finance Commission (NFC)
award formula

1 million loans over a period of 4 years subject to availability of new

Total Loans

funding

Resident of the UC, has valid CNIC, Up to 40 on the Poverty Score
Beneficiary Eligibility Card (PSC) who also clears social and technical appraisals, 50% of

Targeted Geographic Areas

PLUS Dimensions

whom shall be women.

Districts with low Socio-economic indicators, high food insecurity,
limited or no-existence of microfinance institutions and concurrent
investments or activities in livelihoods, enterprise development.

Business Advisory Services that can provide enterprise advisory and
technical support.

Number of Branches/Loan Centers 250 across the country

1.4.

PPAF engaged the services of MMP to assess and evaluate PMFIL Programd s

Scope of Mid -Term Evaluation

its objectives and outcomes as well as in terms of its contribution towards poverty alleviation, its
relevance to the national context, and to identify best practices, lessons learnt, areas of improvement
and corrective action plan in the effective attainment of project objectives/outputs, key interventions as
well as the implementation approach of PMFIL Scheme. The geographical reach of the MTE
assignment was spread across all the provinces: Balochistan, Khyber Pakhtunkhwa (KP), Punjab and
Sindh; and regions: Azad Jammu and Kashmir (AJK), Federally Administered Tribal Area (FATA), and
Gilgit Baltistan (GB); of Pakistan.

The MTE services were intended to provide a detailed assessment and systematic analysis of
performance and outcomes of the Program with sufficient information as per the following criteria:

Progress: Assess and evaluate the progress related to each objective and outcome
indicators of the Scheme.

Relevance: Assess whether the proposed implementation processes and interventions are
in line with the needs of the target beneficiaries, with the proposed objectives and outcomes
and donor guidelines as well as relevant
and effectiveness of interest free loans as a viable tool for poverty alleviation and inclusion
of those who are un-bankable.

Efficiency: Assess and document whether the implementation strategy and approach of the
Scheme is the most efficient. Have the interventions been carried out timely? How efficiently
the allocated resources were utilized to achieve the stated objectives? Is there any
alternative cost-efficient approach to achieve the desired objectives?

Effectiveness: Assess how effectively the allocated resources have been utilized to
transform inputs into outcomes. Assess and report how effective each intervention is in the
attainment of the project objectives and outcomes. Are the interventions undertaken cost
effective?

Connectedness: Assess whether the interventions and processes carried out were
coherently linked to each other. Whether interventions implemented are linked and
complementing to the interventions carried out by other agencies, especially the Govt.
authorities.
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Vi. Impact: Assess and document the project outcomes achieved so far and the interventions
potentially leading towards the fulfillment of the project outcomes with anecdotal evidences.
Assess performance of PMFIL Scheme in terms of increase in PSC and the actual impact of
PMFIL Program at each poverty band level as defined in poverty graduation strategy of
PPAF.

Vii. Institutional Capacity: Review t he PPAFOSs and partnersbo
implementation, coordination, monitoring and evaluation, planning, reporting, learning and
financial management, procurement, documentation management for PMFIL Scheme, with
particular attention to the evidence needed to show outcomes and impact of the Program
related to its objectives and the outcome indicators. Assess how the Cls have been
integrated into PMFIL Scheme and how far the communities have the institutional capacity
to take it forward in their respective areas.

viii. Process Review: Document key processes undertaken for each intervention and identify
gaps and good practices in the process undertaken for the implementation of each
intervention/result. Identify key lesson learnt and good practices and propose practical
recommendations for follow-up actions for PPAF and its POs in order to bring improvement
in the approach and modalities and results in the remaining period of the Scheme.

iX. Sustainability: Assess institutional, social and economic sustainability of the interventions
and benefits achieved so far and the potential level of sustainability to be achieved in the
remaining project period. Assess the productive linkages of the target communities and
beneficiaries developed so far (as well as potential for remaining period of the Scheme) with
the primary/secondary and tertiary level markets as well as development partners including
government, development projects, I/NGOs, etc. for the continuity and up-scaling of
outcomes of the Scheme or any other purpose.

X. Cross-Cutting Themes: Assess the level of participation of primary stakeholders in the
different stages of the Program. Assess the impact of Scheme interventions so far and likely
to occur on gender and youth, especially participation of women as well as their access to
and control over resources. Assess impact of PMFIL Programon womends empower m
their inclusion in economic activities, their access to and control over economic resources
and improved social status. Assess as to how PMFIL Program resulted in increased
participation of women in domestic and community level decision making, their increased
mobility, and elimination of discrimination, etc. as result of Scheme interventions.

The detailed ToRs of the MTE assignment are provided in Annexure 1.

1.5. Guiding Principles for Undertaking Mid -Term Evaluation

MMP believed that the MTE was supposed to contribute in improving the project performance and
efficiency in the short as well as in the long-term. In the short term, the timely course correction
feedback of the MTE would allow in making adjustments in the project operations, systems and
processes. In the long-term, the overall findings of the evaluation would lead in improving the
outcomes of the PMIFL Program and revising the key policy decisions about its design, planning and
implementation.

To meet with the demands of this assignment and to achieve sustainable outcomes, MMP6 s MT E
Team adhered to the following guiding principles:

1. Advocating participation: It was crucial to have all concerned stakeholders involved in
planning and decision making processes, and subsequently buying into the implementation
and management of the MTE assignment. Throughout the implementation of the field
activities, participation was linked to involvement and commitment from all the concerned
stakeholders.

2. Social inclusion: Through different mechanisms, MTE Team strived to promote social
inclusion. At the design stage, during the development of tools for the beneficiary survey and
focus groups, which explicitly required the samples to include proper representations from
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all segments and groups, concerted efforts were made to select proportionally
representative samples of male and female borrowers (including representation of
marginalized segments such as persons with disabilities, women, social and ethnic
minorities etc.).

Obtaining reliable results: The design of the research instruments and the sample sizes
ensured that statistically significant results were obtained and tabulated in a properly
manner for preparation of the evaluation report.

Fostering flexibility: The MTE Team MMP believed that for an effective evaluation and for
a client orientated approach, flexibility was an important means to achieve sustainable
results. The implementation strategy, approach and schedules were adequately followed,
however, where required, any changes or modifications were made in close consultation
and approval from the PPAF Team.

Key Constraints and Challenges

There were a number of constraints and challenges associated with the implementation of the MTE
assignment. The MMP Team adopted all possible measures to mitigate the challenges; however, it is
essential to be cognizant of the fact that it was not always possible to deal with all of them effectively.
Factors that influenced beneficiary Interviews and FGDs during the period of assignment emanating
from scenarios beyond the control of the Consultant were difficult to address. The MTE Team faced
following constraints and challenges while conducting this assignment:

1.

The finalized questionnaire for beneficiary interviews was quite an exhaustive document
consisting of approximately 1,000 variables. This resulted in more than anticipated time at
each stage of the assignment; especially during data collection, data cleaning, and data
analysis. However, the MTE Team tried its best by putting in extra resources and efforts to
cope up with the situation.

The profile of the beneficiaries in itself posed a major challenge. Due to the incomplete
addresses of the beneficiaries provided to the MTE Team, the field staff required more time
to locate the beneficiaries and complete the individual interviews. For some districts, the
address column was missing and at many places only the town name was specified as
address of the beneficiaries. Therefore, the field teams had to request the respective POs
for their help in identifying the selected beneficiaries/respondents in all such cases.

There were cases where POs were also not able to locate the beneficiaries as they were not
aware of instances like relocation of beneficiaries to another vicinity or death of certain
beneficiary etc. For mitigation of this issue, the approach of replacement sampling was
adopted by the MTE Team.

The field teams were not always welcomed as they interviewed the women. In some
instances in Balochistan, FATA, KP, and parts of Punjab and Sindh; the male member of the
household insisted on being present during the interview as the female beneficiaries were
reluctant to provide information without the consent of their spouse of family.

In some cases of women being the beneficiaries and male members who actually utilized
the loan, the male members of the beneficiary household were not available at home during
the day time. Such female beneficiaries did not know much detail about the utilization of loan
amount and thus were unable to answer the questions.
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2.1. Review of PMIFL Documents

Comprehensive reviews of the PMIFL documents provided by the PPAF contributed in refining the
conceptual framework and the research methodology of the assignment during the Inception Phase.
The purpose of these reviews was to ascertain the key processes and activities which were important
to the various aspects of the PMIFL Scheme and to categorize its various processes. The reviews
provided guidance in designing survey instruments and identifying relevant indicators for all the
processes. The reviews specifically assisted the MTE Team in developing thorough understanding of
the PMIFL Program and its key features as described below.

2.2. Program Design
The PMIFL Program is one of the six initiatives taken under the PMYP. It is managed by the Prime

Ministerdéds Secretariat, and supported by a BRAEer

is responsible for implementing the Program through POs who are selected through a competitive
process.

To ensure OExit i nt o Eedto buif, front theeveryPb®ginnirey r tlee caparcity ofu r a

Community Institutions (Cls), so that within a period of one to four years, these institutions are able to
take on the responsibilities of revolving of PMIFL funds. This is expected to lead to effective and
efficient disbursement and collection of the PMIFL loans, as well as ensure its operational and
financial sustainability

2.2.1. Geographical Focus

It was agreed by GoP that the overall distribution of PMIFL funds will be based on the NFC award and
the beneficiaries will be identified based on the selection criteria and terms & conditions outlined in the
Standard Operating Procedures (SoPs). Therefore, disbursement of IFL is channelled to areas that
qualify the following indicators:

A Low on Human Development Index (HDI) and Food Security

A Low (below 12%) on conventional microfinance coverage

A Existing livelihoods and training investments, which can be leveraged

A Mature community based institutions at UC level (in case of Rural Branches)

Using the above mentioned criteria, a total of 63 districts were initially prioritized as targeted areas to
be covered under the PMIFL Program. The complete list is attached as Annexure 2.

2.2.2.  Overall Implementation Strategy

PPAF is implementing the PMIFL Scheme in different phases. Based on its Operations Manual for
disbursing of loan facilities to POs, PPAF has to:

A Announce the Scheme

A Issue a Request for Proposal (RFP)

A Based on the agreed parameters, undertake desk and field appraisals of potential POs
A Write an appraisal report recommending IFL facility

ng

(
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The recommended proposals are taken Figure 2.1: Implementation Strategy for PMIFL
to PPAF Credit Committee / Board for

approval. The selected POs then sign E{k‘ PM

a legal financing agreement including ‘-';;", Secretariat
agreed implementation plan for PMIFL

Scheme. Steering Committee

The funds are disbursed to the POs Pakistan Poverty

which have to be kept in designated Alleviation Fund

bank accounts for IFL facility only.
Mixing of funds is not allowed under

any circumstances. Partner
Organizations

Board Approval H

Once the POs are brought on board,
they are given the Operations Manual
to guide their entire branch and field
implementation staff; from orientation,
to assessments, to disbursements &

recoveries, to documentation, ?"f";‘ih &L & £ Branch
monitoring and communications. inked oo €3 8 SO z:dst
. Councils ?J ! .Q, 0! s
The POs have to set up urban / peri-
urban or rural branches / loan centres. k llllll
These loan centres serve as platforms Beneficiaries
to assist the identification, selection Community
. Loan Center at
and appraisal of borrowers, Union Council Level
disbursement and recovery of loans. llllll
Figure 2.1 illustrate the implementation Y.
framework and strategy. Beneficiaries

2.2.3. Selection of  Implementing Partners

For any organization to be selected as a PO of PPAF for the PMIFL Program, it must be registered
under one of the existing registration laws of Pakistan. Each PO must have a sustained performance
track record of at least two years (with audited financial statements), showing an expertise in engaging
with communities at grass root level, particularly with people on a poverty score of 0-40 having
experience of interest free lending or livelihoods and enterprise development. The selected POs are
required to have a transparent operating system, including a proper accounting system supported by
balance sheets and income statements, and supported by audits undertaken by Quality Control
Review (QCR) Compliant Chartered Accountant Firm. A PO cannot be political, discriminatory, ethnic,
sectarian or exclusionary in nature. For assessing the eligibility of POs, a standard eligibility
assessment format was developed by PPAF, which can be referred in Annexure 3. As per this format,
it is mandatory for the POs or the community based institutions to demonstrate the following key
values:

A Good governance

A Inclusion

A Transparency & accountability

A Effective participation

A Environmental responsibility & sustainability

In addition to the above, a potential PO must be financially sustainable, or on the path to sustainability
and it should have a realistic business plan for achieving self-sufficiency, and show steady progress
towards that goal. An organization awarded with PMIFL funds is required to submit regular monitoring
reports and should be willing to submit the same to the MER unit of PPAF or any external agency
appointed by the PPAF for this task. The PO should be able to maintain all relevant records,
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documents and information in respect of financing received from PPAF and to furnish these to the
PPAF on demand.

2.2.4. PLUS Dimension 8 Karobar Rehnumai Markaz

To channelize the PMIFL Scheme to Union Council based rural communities, PPAF actively supports
development of a business-eco system, termed as the PLUS dimension of this Scheme. Branches/
Loan Centers have business advisory services that guide and counsel end beneficiaries towards
productive enterprises. Plus dimension focuses on linking the borrowers with providers of capacity
building, and skills development trainings.

2.2.5. Environmental and Social Management

PPAF places a premium on conducting environmentally safe projects in all its endeavors. An
Environment & Social Management Framework (ESMF) has been prepared to set out compliance
within environmental assessment procedures required by PPAF and its POs, for assessing the
environmental consequences of PPAF interventions, with a view to preventing execution of
interventions with significant negative environmental and social impacts. It attempts to minimize
potential negative impacts by incorporating mitigation strategies at design and implementation stage of
the interventions.

2.3. Disbursement of Loans

2.3.1.  Criteria for Beneficiaries
The basic criteria for borrowers / beneficiaries are listed below:

Should be resident of the target area

> >

Poverty Score Card should be between 0 to 40

>

Willing to use the loan for productive purpose for establishing a new business and/or
expanding an existing one

Having an economically viable business plan
Having Computerized National Identity Card (CNIC)

> > >

Having good reputation and character
Not indulged into illegal/unethical activities

> >

Not to be a loan defaulter of any organization

n addition to the above, following qualities are also assessed:

Having relevant skills for the business against which loan is being applied
Past experience in business against which loan is being applied

> > >

Should utilize the loan her/himself and not lend the money to someone else, in case of
jointly run businesses where woman is taking the loan, at least 50% involvement of the
respective woman in business is mandatory.

2.3.2.  Application Process
In order to complete the application process for a loan, a borrower has to pass through a number of
stages. The initial stage involves the following activities:

Request for loan (written or oral)

Verification of CNIC (applicant & household head)

Assessment and verification of PSC for each loan cycle (up to a maximum of three loans)
Registration as a potential borrower

Issuing of application form and Business plan form

L o

Submission of complete documents by the applicant
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Preparation of Business Plan:

Collecting basic information about the business which is being initiated
Reasons of the business

Targets of production and sale

Marketing strategy

Expenses

Cost estimation for the proposed business

Financial resources

© N o oA~

Estimation of profit
Beneficiary Appraisal:

1. Social appraisal
2. Economic appraisal

Approval Process for Loan:

1. Review by branch in-charge
2. Recommendation by Credit Committee
3. Submission of recommended cases to competent authority

Disbursement to Beneficiary:

1. Approval of recommended cases by competent authority

2. Issuance of bearer cheques carrying name & CNIC of the borrowers
3. Disbursement of cheques/payment at branch or loan center

4, One borrower can get up to three loans

Recovery Plan of Loan Amount:

1. Preparation of recovery schedules at branch or loan center level

2. Submission of month wise recovery plans to PO head office

3. Sharing the list of borrowers for recovery with the concerned officials
2.4. Grievance Redress

PPAF recognizes the right of its stakeholders to complain and has put in place an elaborate grievance

redress mechanism through which complaints are welcome as a valuable form of feedback to improve

its services. Under this policy, stakehol derds complaints a
responded especially in the context of PMIFL Scheme.

PPAF defines a complaint as a communication received by itself or its partners through any means
(verbal/written/mail/le-ma i | ) whi ch expresses di ssatisfaction abo
services, employee behavior/attitude, Processes, Systems, etc. Following are the types of complaints

or feedback accepted by PPAF:

Recommendations, suggestions and queries from public representatives
PO staff poor services, attitude/dealing / culture/environment.

> > >

Delay in responding customer inquiries.
Non availability of staff in the PO office (time management).
Recovery (receipts are not issued to the client)

> > >

Cumbersome/malfunction/noncompliance of processes procedures and benchmarks:

0 Application processing delays
0 Un-usual delay in disbursement of loan
0 Fraudulent activities
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A Non-availability of required documentation/printed stationery

A Incorrect accounts record due to errors & emissions; weak internal controls.
A Any other

2.5. Results  Monitoring

2.5.1. Internal Monitoring and Evaluation

The PMIFL Program has a robust and multi-layered Monitoring & Evaluation (M&E) System in place to
allow the three tiers of management, POs to PPAFand Pr i me Mi ni sRMOj tosonior Key
features of this scheme on regular basis, without interfering with the operations. The primary and most
important monitoring layer concerns the M&E guidelines provided to the POs, for record keeping and
data collection through the web based MIS, which are to be routinely verified at field locations
physically and electronically, respectively. The next layer comprising of field coordinators and
monitoring teams from the PPAF carry out the M&E function in its field and supervisory roles, as per
the PPAF policy and laid down procedures for all implementation projects. The third and equally
important stage of M&E function, being the Governance role involves sharing of the field data and
M&E reports with the PMIFL Steering Committee on regular basis.

To ensure the smooth & effective implementation of the Scheme, following four units of PPAF are
responsible for monitoring the activities at POs, loan centers and field level processes in an integrated
and coordinated manner.

1. Monitoring, Evaluation & Research (MER)

2. Livelihoods, Employment & Enterprise Development (LEED)
3. Finance & Accounts (F&A)

4, Environmental & Social Management (ESM)

MER unit of PPAF is tasked to monitor and ensure the following aspects:

A Transparency and beneficiary targeting mechanisms set at PO and community levels
A Verification of outcome/output level achievements at beneficiary and community levels
A Compliance of PPAF6s ESMF

A Sustainability of the interventions/social mobilization at community level

A Results and Monitoring Framework developed for the purpose of outcome and process monitoring
by MER unit is placed as Annexure 4.

2.5.2. Third Party Evaluation s

Since the beginning of the PMIFL Program, PPAF envisioned to carry out third party outcome
assessment at intermediate level after two years. The impact evaluation of the Scheme to gauge the
intended and unintended results/overall impact of the Program was planned to be conducted after four
years period or as determined by the PMIFL Steering Committee. The evaluations were envisaged to
be carried out by reputed third party firms/organizations through transparent procurement process.

2.6. Flow of Funds and Audit

The PMIFL financial transactions follow a three-tier arrangement:

A Grant Agreement T1 7 between GoP and PPAF

A Subsidiary Loan Awards T2 - between PPAF and Approved Financial Intermediaries known
as POs

A Loan Agreements T3 i between POs and IFL recipients / borrowers

C
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The GoP is directly responsible for the audit of Grant Agreement T1. For ensuring financial discipline
at the Subsidiary Loan level T2, External Audit firm is to augment internal audit of PPAF pre-audit
function, with primary responsibility resting with F&A. Similarly ensuring financial discipline at the T3
Loan Agreements level is the job of independent evaluator (from PPAF) / external auditor in addition to
internal audit function of POs with MIS reporting to PPAF, through its M&E system. The POs have an
Internal Audit function for pre-audit of tier three (T3) to carry out following:

A All processes are duly followed & documented for certification by the competent authority at
respective PO, as per SoPs.

A The Competent authority has signed off /certified, as per SoPs.

Designated audit firm is to review audit parameters of POs, pre-audit functions and carryout
Independent External Audit (IEA) for financial and management discipline for T3 arrangements.

2.7. PMIFL Status as of September 2016

The period of study earmarked for the MTE was spread from the initiation of the PMIFL Scheme till
30th of September 2016 that was considered as the mid-point. The progress of the Program in terms
of the number of loans and the total amount disbursed during the effective period, based on the data
provided by PPAF, is given below in Table 2.1

Table 2.1: Province and region wise distribution of loans and disbursements®

No. of Loans

Province - Amount (Rs)
To Males To Females
Punjab 12 134 29,488 75,604 105,092 2,365,234,199
Sindh 10 70 20,188 38,920 59,109 1,250,785,132
Balochistan 10 28 6,713 6,280 12,993 261,413,396
KP 7 43 23,046 12,773 35,820 777,416,450
GB 2 3 2,663 966 3,630 79,852,297
AJK 2 6 1682 1,850 3,533 63,896,000
FATA 1 3 743 83 826 17,477,000
Total 44 287 84,525 136,477 221,002 4,816,074,475

2 Monthly Progress Report of PMIFL, September 2016

Final Evaluation Report (12)
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3. Appr oachMetahnodd ol ogy

3.1. Conceptual Framework and Research Design

The proposed methodology for MTE of PMIFL combined qualitative and quantitative research methods
for process review and beneficiary feedback. Judicious combination of qualitative and quantitative
research tools and instruments leads to an effective research design. Quantitative methods provide
statistical rigor, thus, the ability to draw representative conclusions. Whereas, qualitative methods
contribute to an understanding of the processes, which in turn facilitates in interpreting the results of
guantitative analysis.

In the context of the MTE, the approach was to use both the qualitative and quantitative synergistically
supplementing and complimenting each other. The quantitative tools provided detailed information
about the indicators on income, expenditure (if data available), poverty level, entrepreneurial
advancement amongst the PMIFL beneficiaries, market linkages and financial literacy. In addition,
social and behavioral changes amongst PMIFL beneficiaries with respect to their health and education
practices were also assessed.

The qualitative research (process review) was used t o: understand the

existing and new POs and issues in processing of loan and disbursement of funds. These findings
helped in identification of bottlenecks and provide feedback for policy changes and strategic reviews.
The qualitative process review allowed capturing of all processes in the delivery spectrum.

The beneficiary feedback survey and FGDs allowed to understand variability in targeting, inclusion and
exclusion errors, and the way PMIFL initiatives are working for different population segments: men and
women,; socially marginalized including persons with disabilities; people in irregular settlements; and
residents of different regions.

A systematic representation of the research design used for MTE of PMIFL is provided in Figure 3.1.

Figure 3.1: Proposed Research Design for MTE of PMIFL
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‘>  Beneficiary Feedback Survey
#  Focus Group Discussion s

Knowledge Base / Evaluation Data

Evaluation of Implementation,
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Mobilization
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Desk review of project documents
Key informal interviews

B
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3.2. Detailed Methodology

3.2.1. Process Review

According to the Terms of Reference (TORs), MMP undertook review of different processes of the
PMIFL Program including:

public advertisements;

> >

desk and field appraisals for selection of POs;
in-depth orientation of POs to the PMIFL OM,;
setting up and managing the loan centers;

> > >

assessments of loan applications;
disbursements;
recoveries;

> >y >

documentation; and

>

monitoring and reporting mechanisms.

MMP also reviewed the processes of:

A identification and verification of beneficiaries;
A assessment of the proposal submitted by a beneficiary; and
A comparison of capacities and role of Cls in PMIFL.

The key objective of the process review was to assess different processes and provide feedback for
the course correction related to disbursement of loan to a beneficiary. The OM and other guidelines of
the program documents served as the basis for assessment of different processes being followed for
the disbursement of loan under the PMIFL Program.

A combination of structured / semi-structured interviews was conducted with the members of PMIFL
Steering Committee, PMIFL operations unit, management of POs and other stakeholders. For this
purpose, In-Depth Interviews (IDIs) were held with key informants such as staff of selected POs and
members of selected Cls at the field levels regarding the overall operations and the processes of
PMIFL scheme.

3.2.2. Beneficiary Feedback

The approach towards capturing beneficiary feedback was two pronged i.e. beneficiary feedback
survey and FGDs. These are defined in the following two sections.

3.2.2.1 Beneficiary Feedback Survey

The beneficiary feedback survey examined experiences of PMIFL beneficiaries in detail and was the
major instrument for providing a quantifiable assessment of the program performance and outcomes.
The survey helped to determine the level of satisfaction of beneficiaries with the PMIFL initiatives. The
survey examined beneficiary experiences and perceptions about the system of communication,
payment schedules, efficiency of the payment mechanisms and loan appraisal, disbursements,
recoveries and documentation. The survey also provided quantified results on the extent to which
implementation incorporated the SoPs laid down in the OM. The questionnaire for beneficiary
feedback survey covered the following key aspects.

A Demographic profile of respondents and their families
A Socio Economic Characteristics of the households

A Scores on PSC before and after PMIFL

A Understanding of PMIFL Scheme and its key aspects
A Registration and processing of loans under PMIFL

A Payment of PMIFL loans
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Utilization of loans received under PMIFL and their repayment status
Details of loans taken from sources other than PMIFL
Role of KRM with respect to technical assistance and business development services

> > >

Support by Cls in implementing the program
Economy and transaction costs
Communication and information dissemination

> > >

Environment and Social Safeguard Management:
Empowerment indicators and gender issues

> >

Satisfaction with different aspects of PMIFL

3.2.2.2 FGDs

For qualitative feedback of the target groups, FGDs were separately conducted with male and female
at the village level with 8 to 12 participants on average. The scope of the focus groups was to address
those issues which were more qualitative in nature and could be answered best by community
members rather than individual beneficiaries. The FGDs included questions on how the process of the
enrolment of the beneficiaries was undertaken, the capacity building of loan beneficiary, interventions
of PMI FL scheme at the community |l evel, perce
communication and information flows between project stakeholders (PPAF and POs) and
beneficiaries, and their recommendations on how these could be strengthened to enhance
accountability and transparency.

3.2.3. Evaluation of Implementation, Outreach and Social Mobilization

Meaningful engagement with participating beneficiaries of the project plays a key role to get them
involved during the pre and post enrolment processes. Successful implementation of communications,
beneficiaries outreach and mobilization with the community in general and with the identified
beneficiaries in particular can not only keep the beneficiaries on board but also continue to sensitize
them.

3.2.3.1 Assessment of participating stakeholders

The following key dimensions were covered during interviews with the participating stakeholders of the
PMIFL Scheme

A Targeting strategy adopted to identify participating beneficiaries

A Approach used to keep beneficiaries educated and informed about different processes of
i.e. assessment, disbursement, recoveries etc.

A Level of effectiveness achieved in implementing the planned activities
A Response of the target audience

A Recommendations to abridge the possible gaps left in the program

A Actual role of PO / loan center staff in their area

3.2.3.2 Assessment of Social Mobilization at field levels

In order to determine the information received by the beneficiaries about the Program, a set of
guestions to communication was included in the beneficiary interviews. In addition to this, a separate
section was included to assess the effectiveness of the role and capacities of Cls.

3.3. Sampling Design

3.3.1. Survey Tools and Sample Sizes

The different research/survey methodologies employed in this assignment, tools and instruments, type
of analysis, and sample sizes are provided in Table 3.1. In determining these, MMP has adhered to
the ToRs and considered the statistical rigor for using these instruments.

pti

ons
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Table 3.1: Survey tools and sample sizes

Review of Operational Manual, agency
Process documents agreements and PMIFL o All documents
Review processes Qualitative
IDIs POs and Cls 22 with each group
Beneficiar - L _ 4,120 beneficiaries
.y . Individual beneficiaries Quantitative
Beneficiary feedback interviews across the country
Feedback Beneficiaries including members
FGDs of Cls 9 Qualitative 27 FGDs in total

3.3.2. Sampling Methodology
The beneficiary interviews, FGDs and IDIs were administered in all the provinces/regions of Pakistan.

For the quantitative survey a multi-staged stratified sampling technique was used for selection of
beneficiaries.

In the first stage, all the provinces and regions including Balochistan, KP, Punjab, Sindh; AJK, FATA
and GB were considered as strata and proportionate number of beneficiaries provided in the Monthly
Progress Report as of September 2016 were considered for each of the stratum.

In the second stage, at least two to four districts (where law and order situation is favorable) were
selected from each province / region, depending upon the concentration of beneficiaries falling in that
area. During the selection of these districts, geographical spread and representation of all prominent
POs was taken into account.

In the third stage, up to five larger UCs were selected from each sample district based on the number
of PMIFL beneficiaries falling in the respective district.

Finally, in the last stage, a proportionally representative sample of male and female borrowers of
PMIFL (including some representation of marginalized segments such as persons with disabilities,
social and ethnic minorities etc.) was worked out. Selection of respondents was made based on the
principle of systematic random sampling from UC wise lists of all the PMIFL borrowers categorized on
the basis of gender.

3.3.3. Sample Distribution  and Selected Districts

For calculating regional distributions, the overall sample of 4,093 beneficiaries laid down in the ToRs
was distributed proportionally across all provinces and regions of the country based on the data
provided by PPAF during the Inception Phase. Male/female grouping of the regional samples was
worked out on the basis of the proportions of male and female borrowers in the respective regional
populations.

All the regional samples turned out to be statistically representative except FATA with a sample size of
15 beneficiaries calculated on proportional basis. To make it statistically representative, the sample
size for FATA was increased to 40 beneficiaries without disturbing the proportional representation of
other regional samples. Due to this factor, the overall sample was increased to a total of 4,120
respondents.

Similar to the regional distributions, the number of respondents in a selected district within a
province/region was ascertained based on the proportion of the beneficiary population in that district.
However, to ensure consistency, the male/female grouping of the district samples was calculated
based on the proportion of their respective regional male/female distributions.

A total of 19 districts were selected as part of the sample from all over country which are reflected in
the map provided in Figure 3.2. The sample districts were selected keeping in view the following
considerations:
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1. The number of beneficiaries to be covered in each province/region determined on the basis of
the proportion of target population in that area;

2. Representation of major POs of PPAF; and

3. Geographical representation of different regions within a province/region.

Figure 3.2: Pictorial Representation of Selected Districts across Provinces and Regions
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The regional and district level sampling framework was discussed with PPAF and finalized after
incorporation of all the comments and suggestions from PPAF. For qualitative feedback, a total of 27
FGDs were considered on the recommendation of PPAF. FGDs with exclusive participation of male
and female were conducted keeping in view the gender distribution of samples in the respective
districts.

The regional sample distributions of all the survey tools are provided below in Table 3.2 while the
detailed sampling framework with respect to districts, selected UCs, and concerned POs is provided in
Annexure 5.

Final Evaluation Report (16)
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Table 3.2: Province/region wise Sample Sizes for MTE

PMIFL Borrowers Beneficiary Interview Sample
. Regional IDIs with | IDIs with
Region Female : Male Female Total FGD Sample
Proportion POs Cls
No. No. No,
1 FGD-F
AJK 1,047 35.9 1,869 64.1 2,916 100.0 1.4 20 37 57 2 2
1 FGD-M
2 FGD-F
Balochistan 5,039 57.8 3,679 42.2 8,718 100.0 4.1 98 71 169 2 2
1 FGD-M
1 FGD-F
FATA 743 90.0 83 10.0 826 100.0 0.4 36 4 40 1 1
1 FGD-M
1 FGD-F
GB 3,772 84.8 676 15.2 4,448 100.0 2.1 72 14 86 2 2
1 FGD-M
1 FGD-F
KP 26,232 69.9 11,318 30.1 37,550 100.0 17.7 508 219 727 3 3
3 FGD-M
4 FGD-F
Punjab 31,229 29.1 76,003 70.9 107,232 100.0 50.7 605 1,471 2,076 8 8
3 FGD-M
4 FGD-F
Sindh 15,356 30.8 34,517 69.2 49,873 100.0 23.6 297 668 965 4 4
3 FGD-M
Overall 82,418 39.4 128,145 60.6 211,563 100.0 100.0 1,636 2,484 4,120 27 FGDs 22 22

Final Evaluation Report (7)



3.4. Deployment of MTE Team

An exceptionally strong team was assembled for this assignment based on the ToRs of the
assignment and the proposed approach. The team combined recognized national expertise and local
insights with extensive exposure to international best practices. Critically, almost all key team
members had been extensively associated with assessment and evaluation of cash transfer programs.
The in-depth understanding of the team on cash transfer programs provided a strong foundation for
conducting the evaluation and ensured alignment with and responsiveness to PMIFL MTE needs.
Secondly, almost all the team members had previously worked together and were familiar with each
other in a professional as well as personal context, which allowed for a smooth and dynamic team
atmosphere from the outset of the assignment.

The detailed structure of the MTE Team including an indication of their responsibilities is presented in
Figure 3.3. The overall team was divided into a core delivery team, which was supplemented by
provincial/regional teams. During the Inception Phase, the configuration and composition of the overall
team was assessed and necessary adjustments were made to ensure high quality execution of the
assignment. Initially, in the Inception Report, seven Field Supervisors / Researchers and twenty four
Enumerators were approved by PPAF for conducting the field surveys in the seven regions/provinces.
However, considering practical limitations such as time constraint, harsh weather conditions, and
geographical spread of the selected UCs; the number of Enumerators was increased from twenty four
to forty four. Special care was taken to hire Enumerators from the area/region where the survey was to
be conducted. Their ability to converse in the local language and familiarity with the local culture and
practice ensured greater access to the beneficiaries.

The Field Supervisors were the liaison between the core delivery team at Islamabad and the field
teams for coordination, supervision, security and backstopping. A Field Deployment Plan for
conducting the beneficiary survey, FGDs and IDIs was prepared to synchronize mobilization of the
field teams and ensure efficient field activities.

3.5. Development of Sur vey Instruments

The instruments for the MTE of PMIFL included guidelines for FGDs and IDIs and the questionnaire
for beneficiary interviews. They were developed by the core delivery team after gaining full
understanding of the PMIFL Scheme and objectives of the MTE assignment. Draft versions of these
tools were shared with the MER unit of PPAF and the PMIFL Operations Team for their feedback and
comments. The tools were finalized after intensive brainstorming within PPAF units and following
several rounds of consultations and meetings between the MTE Team and PPAF. Subsequently, the
tools were field-t est ed jointly by the MTE Team and members of
Swabi). Based on the results of the pre-testing, further adjustments were made in these tools and
shared with the PPAF. Upon approval from the PPAF, the tools were translated into Urdu language for
use in the field. The final versions of all the MTE instruments including beneficiary interview, FGD and
IDIs can be referred in Annexure 6.

3.6. Capacity Building of Field Teams

Without appropriate and effective capacity development of the selected field staff, it would not have
been possible to achieve the core objective of this assignment. Therefore, prior to launch of the field
work, training of field staff was undertaken by the key experts of MTE Team in close collaboration with
MER unit of PPAF. In this regard, a two day training workshop was organized centrally at Islamabad
for the all the field teams. The capacity building sessions included briefing on the PMIFL Scheme and
its background, quantitative skills to conduct beneficiary interviews using a structured questionnaire,
and qualitative skills to conduct FGDs and IDIs using guides and subsequent preparation of
reports/transcripts. The training methodology was interactive and participatory. Field visits to conduct
trail with the instruments were also arranged after the formal training. This approach helped the
Enumerators in gaining experience of using the instruments in real life situations.
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Figure 3.3: Team Structure

Team Leader
Syed Mujeebullah Husaini

Project Officer Data Analyst M&E Specialist Gender Expert
Barirah Zaufishan Zubair Masood M. Salman Akhtar Asma Ejaz

Data Entry Operator Research Associate

Azad Jammu and Khyber Pakhtunkhwa Federally Administered

Balochistan Gilgit Baltistan (GB) (KP) Tribal Areas (FATA)

Kashmir (AJK)

1 Researcher 1 Researcher 1 Researcher 1 Researcher 1 Researcher 1 Researcher 1 Researcher
1 x Enumerator 5 x Enumerators 1 x Enumerator 9 x Enumerators 17 x Enumerators 10 x Enumerators 1 x Enumerator
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3.7. Data Management and Analysis

3.7.1. Quantitative Analysis

The questionnaires were filled in manually by the field teams in the field. Hard copies of the filled
guestionnaires were dispatched to the core delivery team at Islamabad. The Data Analyst developed
a data entry template in MS Excel for the entry of data and information received from the field. A
dedicated team of six data entry operators was assigned the task of data entry from the hard copies
into digital formats.

The Data Analyst was responsible for supervising the data entry process to ensure quality of the data
and information. At data cleaning stage, data was cleaned by sequentially going through each and
every variable of every record that was entered. Any discrepancies noticed in the responses were
reviewed by the Data Analyst and re-verified through follow-up phone calls with the field teams. After
validation of data, it was codified according to the requirements of the tabulation plan. The data was
then exported to Statistical Package for the Social Sciences (SPSS) for tabulation and analysis.
SPSS was used to generate tabulated reports, charts, and plot distributions, trends and descriptive
statistics. All information compiled after the analysis stage was used in preparation of the evaluation
report.

3.7.2. Qualitative Analysis

For FGDs and IDls, a facilitator conducted the dialogue/discussion and a rapporteur took notes of the
key issues and illustrative questions in Urdu. After each FGD, the facilitator and rapporteur prepared
a transcript based on the detailed responses against the questions asked. Each transcript was
referenced with a unique ID and the respective Field Supervisor / Researcher reviewed the transcript
for quality assurance. As soon as the FGDs and IDIs were conducted, transcripts and response
sheets were sent to the core delivery team at Islamabad to enable them to seek any clarification if
required.

As a first step towards data analysis, transcripts were carefully reviewed. Major themes and patterns
that emerge from the review of all transcripts were identified and coding of the transcripts was
undertaken. Data collation sheets were prepared based on information and issues collated from the
transcripts. The frequency of the themes was determined and findings were submitted with key
phrases and quotes. All information compiled after the analysis stage was used in preparation of the
evaluation report.

3.8. Quality Assurance

The methodologies being followed in this assignment included IDIs, focus groups, and interviews of
beneficiaries. Training and orientation of field teams was undertaken by the core delivery team, in
close collaboration with the MER unit of PPAF. The training was organized after the tools had been
developed and finalized in consultation with PPAF.

The overall responsibility for quality assurance lied with the technical experts team lead by the Team
Leader of MM Pakistan. The first level of quality assurance was undertaken by the Enumerators in
the field. They were responsible for ensuring the quality of work done as per the laid down standards
and instructions. The second layer of quality assurance was undertaken at the regional level. The
Researchers / Field Supervisors reviewed all the filled questionnaires and transcripts for the quality
assurance before dispatching them to the head office at Islamabad. They were responsible for
rectifying any gaps or missing information highlighted in the questionnaires and transcripts. The third
level of quality assurance was rendered by the Data Analyst and collation team based at Islamabad.
The Data Analyst was responsible for the quality assurance of quantitative data through periodic
reviews and was in touch with the Researchers and Enumerators for any gaps or issues within the
data and information sent by them. Similarly, the collation team was responsible for the quality
assurance and collation of the qualitative data and information collected from the field.

Periodic meetings and field visits were conducted by the key experts to counter check the
performance of the field activities. The core delivery team also maintained regular contact through



telephone and email with the field teams. These frequent engagements ensured timely resolution of

field issues and provided opportunities to adjust the approach as required. It also allowed for more
detailed feedback from the field.

An external layer of quality assurance, in addition to those mentioned above, was the continuous spot
checking of MTE data collection activities in the field by PPAF. Members of the MER unit of PPAF
conducted visits in almost all the regions and directly observed the administration of beneficiary
interviews and FGDs. This exercise proved to be quite useful as valuable guidance and support was
rendered by the MER team of PPAF.
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4.1. Financial Inclusion and Micr ofinance

Throughout the world, poor people generally do not have opportunities to be included in financial
systems. Lack of formal financial services for poverty stricken factions of the society led non-
government, government and private organizations to devise strategies to extend the services and
meet the financial needs of poor and alleviate poverty. Thus, the concept of microfinance as one of
the approaches found its place in the financial markets.

Gert Van Maanen defined microfinance as Banking the unbankables, bringing credit, savings and
other essential financial services within the reach of Millions of people who are too poor to be served
by regular banks, in most cases because they are unable to offer sufficient collateral. In general,
banks are for people with money, not for people without®. o

World Bank in fASustainabl e -BMarckrionfg nwintcle tHRedpooko el uci
economic development approach intended to benefit low income women and men. The term refers to
provision of financial services to low income clients, including self-employed.

The Consultant Grouping to Assist the Poor (CGAP) established microfinance as the provision of
small loans (microcredit) to poor families, to engage them in productive economic activities and assist
them in establishing their small business ventures”.

In an international seminar on fAttacking Poverty with Microcreditd Muhammad Yunus (pioneer of the
concepts of microfinance and microcredit) in his speech on expanding microcredit outreach to reach
the Millennium Development Goals (MD Gs ) expl ai ns tishbased ofi e premisecthae d i t
the poor have skills which remain unutilized or underutilized. It is definitely not the lack of skills which

make poor people pooré.charity is not t lantingenlts we r t o
creates dependency and takes away the individual s i
Unl eashing of energy and creativity in each human bei

Therefore, microcredit/microfinance has been defined in different ways by scholars and researchers,
based on different target groups, involving the provision of financial services such as savings, loans
and insurance to poor people living in both rural and urban settings who are unable to obtain such
services from financial sector with the stringent conditions they follow. It fits best to those with
entrepreneurial capabilities and possibilities in hope to undertake activities that generate stable
income.

4.2. Brief History of M icrocredits

"I believe that if you show people the problems and you show them the solutions they will be moved
to act." 8 Bill Gates, business magnate and philanthropist

Poverty has been a major challenge since the time civilization came into existence. According to
Worl d Banko6és gsltobmaalt epso vfeorrt y2 Oel 3, 10.7 percent (767 mi
lived on less than US $1.90 a day5. The fundamental socio-economic problems stems from high rates
of poverty across the world. Benefits of economic growth do not automatically trickle down to the

% Gert van Maanen, Microcredit: Sound Business or Development Instrument, Oikocredit , 2004
* http://www.cgap.org/
® Poverty and Shared Prosperity 2016: Taking on Inequality i World Bank
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poorest and most vulnerable sections of the population. And so, microcredit schemes emerged as an
anti-poverty instrument in many low income countries®.

The notion and traces of microfinance/microcredit are found since 1700s in diverse shapes and
for ms. | tSususnba@e@hiat DondsT@iaa dirmMegico, 6 Ch e emtTantne,
6 P as a maaliviadand 6 Ar sin ladonésia’.

One of the earliest and long lived microcredit system was formed in Ireland during early 1700s. At
that time Ireland was an impoverished country plagued by recurrent famines. During the famine of
1800s, microcredit organizations provided small loans to rural poor population with no collateral.
About 300 independent loan funds were made all over Ireland through Irish Loan Fund established by
Jonathan Swift in early 1700s; making it one of the most successful microfinance institution of its time
with a principal purpose of making small loans for short periods to poor segments of the society®.

To further support rural population to break out of their over dependence on informal money lending
and getting them out of the clutches individual lenders, various types of institutions began to emerge
in Europe. These institutions whions, ard&avings dnd Eredit
Co-operatives. Likewise, Indonesia established its microfinance industry during mid-1890s. The Bank
Parkreditan Rakyet (BPR) was established for running microfinance system. This practice evolved
rapidly and made its way in German states, Latin America, North America in early 1900s and
eventually spread to developing countries with the support of developed world. (Ibid.)

Early 1900s saw various adaptions of these models with a goal of such rural financial interventions
that would facilitate the agriculture sector. These efforts were made in expectations of raising
productivity and incomes by giving concessional loans at low charges to financially weak farmers
t hrough government al organi zat i onr theser schenzes Mmaied
because of inability of recovering principal amounts, subsidized lending rates and poor repayment
habits of the borrowers. As a result, funds rarely reached the deserving and often circulated among
fewer well-off farmers®.

In recent years, it was 1970s when the contemporary idea of microcredit was born in rural
Bangladesh. Muhammad Yunus, a US based Bangladeshi economist developed the concept of a
6bank for t he poor 6. He promptly b e ¢ &im eterveritien
developed into the iconic Grameen Bank; an institution for poverty reduction. Experimental programs
of lending small loans to groups of poor women were started to help them establish micro
businesses. These types of small loans were characterized by group lending and so a member of the
group was liable for repayment of loans by all members. Grameen Bank of Muhammad Yunus is one
of the pioneers of such programs. ACCION International in Latin America, United States and Africa,
SEWA Bank in India, Bank Rakyat Indonesia (BRI) and PRODEM in Bolivia were some of the most
successful microfinance innovations of its times with enthusiasm for promoting microfinance as
strategy for poverty alleviation™®.

Hence, Microcredit comes out as an economic development device in an intent to meet the financial
requirements of the neglected segments of the society. Today, it has become an essential element in
any countrydéds financi al system as World Bank
served by some 7000 microfinance institutions all over the world™.

® Khandker, S. R. (1998), Micro-Credit Programme Evaluation: A Critical Review. IDS Bulletin, 29: 117 20. doi: 10.1111/j.1759-
5436.1998.mp29004002.x

7 Joanna, L. (1999). Microfinance handbook: an institutional and financial perspective. World Bank, Washington DC.

8 Hollis, A., Sweetman, A. (2004) Microfinance and Famine: The Irish Loan Funds during the Great Famine. World
Development. Volume 32, Issue 9, September 2004, Pages 1509-1523

° Robinson, M., The Microfinance Revolution: Sustainable finance for the poor. The World Bank, 2001.

1% Brau, James C.; Woller, Gary M. (2004): Microfinance: A comprehensive review of the existing literature, Journal of
Entrepreneurial Finance, JEF, ISSN 1551-9570, Vol.9, Iss. 1, pp. 1-27

! Microfinance Information eXchange (MIX).
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4.3. Impacts of Micro credit s

According to Asian Development Bank (ADB), countries attach great importance to financial sector
development. It is seen as playing a vital role in facilitating economic growth and contributing to
poverty reduction. ADB proclaims that through economic growth the poor segment of society is

directly benefiting from accessing financial services, thus poverty reduction is attained ™. A D¥I Do6s

systematic review conducted in 2010 asserts that in past 30 years, pioneering innovations of
microcredit provisions in Bangladesh, Bolivia and Indonesia have made microfinance and
microfinance institutions important in the fight against poverty. The report states that despite
popularity of microcredit there is evidence that these programmes do not have uniform and universal
positive impact. While there are studies that suggest positive social and economic impacts of
microcredits, others report that it is not always beneficial and thus, there is no well-known study that
robustly shows any strong impacts.

Bhuiyan et al. (2012)15 revealed in the study of Malaysia, that there is much contribution of
microcredit towards the sustainable livelihood of the poor borrowers. The study also concluded that
microfinance is providing the poor the accessibility for the credit to increase their total family wellbeing
through different livelihood strategies of Income Generating Activities (IGAs) and thus, sufficient
income provides a hope to the poor to ensure achievement of sustainable livelihood by improving
good health, access of children's education, achieving skill, acquiring assets, taking part in social

activities. Ast udy ramedni@rocredit improve the I|livelfhoods

Conducted in Bangladesh, revealed that despite some criticism, microfinance is making significant
contributions to improving livelihood of disadvantaged communities. Nevertheless, other literature
sources showed a mixed response on contribution of microfinance as having a major or minor impact
on livelihood.

Usually the social impact of microcredit on borrowers was seen in terms of change in income but
lately a general consensus has been developed between scholars and researchers of the subject that
a comprehensive analysis is necessary that takes more than economic conditions into consideration.
According to Naila Kabeer'’, social impact relates to human capital such as nutrition, health,
education and empowerment etc. therefore, these components needs to be assessed in order to get
a true picture of the social impacts of microcredits. Robinson (2001)18 in a study of 16 different MFls
from all over the world shows that having access to microfinance services has led to an enhancement
in the quality of life of clients, an increase in their self-confidence, and has helped them to diversify
their livelihood security strategies and thereby increase their income.

Littlefield, Mur duch and Hashemi (2003) guot ed,

found that 68 percent of its members were making decisions on buying and selling property, sending
their daughters to school, negotiating their children's marriages, and planning their family. These
decisions traditionally were made by husbands. Dessy and Ewoudou (2006)19 also asserts that
womendés earned i ncome \Was a meteenming facmpr of theiruempotvérnpent,
therefore, microfinance interventions for women have shown to automatically empower them.

'2 Zhuang, J., Gunatilake, H., Niimi, Y., Khan, M.E., Jiang, Y., Hasan, R., Khor, N., Lagman-Martin, A.S., Bracey, P., and
Huang, B., (2009). Financial Sector Development, Economic Growth, and Poverty Reduction: A Literature Review. ADB
Economics Working Paper Series No. 173

'3 Department for International Development

4 Copestake, J., Duvendack, M., Hooper, L., Loke, Y., Palmer-Jones, R., & Rao, N. (2010). What is the Evidence of the Impact
of Micro-credit on the Incomes of Poor People? School of International Development, University of East Anglia.

!5 Bhuiyan ,Abul Bashar., Siwar,Chamhuri., Ismail Abdul Ghafar and Aminul Islam Ismail. (2012). Microfinance and Sustainable
Livelihood: A Conceptual Linkage of Microfinancing Approaches towards Sustainable Livelihood. American Journal of
Environmental Sciences, 8 (3): 328-333

'8 Hossain, F., & Knight, T. (2008). Can micro-credit improve the livelihoods of the poor and disadvantaged?: Empirical
observations from Bangladesh. International Development Planning Review, 30(2), 155-175.

7 Kabeer, N. (2003). Gender Mainstreaming in Poverty Eradication and the Millennium Development Goals: A handbook for
policy-makers and other stakeholders. Commonwealth Secretariat.

'8 Robinson, M. (2001). The microfinance revolution: Sustainable finance for the poor. World Bank Publications.
® Dessy, S., & Ewoudou, J. (2006). Microfinance and female empowerment.

C

fiThe



SJ§ o

vetopment MM Pakistan (Pvt) Ltd

4.4, Microcredit s and the C ase of Pakistan

Pakistan is a low income country with a population of 207.774 million.?® With 29.5% of population
living below poverty line, microcredits are viewed as one of the effective solutions to reduce poverty.
The country keeps enduring challenges like water shortage, floods, droughts, agricultural
catastrophes, vector borne diseases and many others; there is an instantaneous need for cultivating
the idea of microfinance and microcredits in individuals of Pakistan to reduce their dependence on
state machinery and empowering them.

Primarily, microfinance started in Pakistan by agriculture banks who used to provide loans to poor
farmers to get fertilizers, yielding seeds and machinery etc. early 1980s saw the start of credit
operations by Aga Khan Rural Support Program (AKRSP) to the poor people by providing financial
and social services with objective of improving their income and living standards. AKRSP was
considered as one of the effective tool of poverty alleviation and helping the poor to stand on their
own. Establishment of PPAF was considered as a significant milestone in the history of microfinance
in Pakistan. Some other micro finance institutions are banks such as Khushhali Bank and Bank of
Khyber, nonprofit organization such as Islamic relief micro project and Rural Support Programmes
etc. are also important microfinance provider institution (ibid.).

4.5. History of PPAF andits Interventions

Set up by the GoP about 18 years ago, PPAF has an exceptionally strong footprint across the
Country spanning 130 districts, more than 1020 Union Councils, and approximately 90,000 rural and
urban settl ements of P a k to shé raural .areaR B gk 130 civil soeietycPlDs;
some as large as the National Rural Support Program (NRSP), Sarhad Rural Support Program
(SRSP), Balochistan Rural Support Program (BRSP), AKRSP and Akhuwat; and others that are small
but in strategic locations, for example FATA, and in remote areas of Sindh and Balochistan. Through
these POs, PPAF builds the capacity of the institutions of the poor, extends resources and links them
with public & privateinstit ut i ons/ market$ d¢hetlBatatede mawr bte

PPAF has to its credit, some of the largest microcredit and enterprise development programs in
Pakistan such as PPAF - |, PPAF - I, and PPAF - lll; as well as a number of economic and social
development interventions including Programme for Poverty Reduction (PPR) and Livelihood Support
and Promotion of Small Community Infrastructure (LACIP).

In their study, Naseem shahrazi and Amanullah discussed role of PPAF's microcredit interventions for
poverty alleviation in Pakistan. Their results revealed that the PPAF microcredit programs have
reduced the overall poverty level by 3.07 percentage points (from 6.61 to 3.54 percent) and the
borrowers have shifted to higher income groups during the reported period. However, no obvious
effect of microcredit was seen on extremely poor households.*

4.6. Limitations of Conventional Micro credit

The potential of microcredits in Pakistan is immense and there are so many programs and
organizations working in this sector. However, a microcredit does not guarantee poverty alleviation
unless it is intelligently designed keeping in view the local culture, norms, values and socio-economic
conditions. Thus, there are two key aspects that need to be revisited in this context.

First, conventional microcredit programs do not consider the ultra-poor segments of the society. If a
conventional microcredit program is targeted at the poorest, that are already income strapped, they
might not even be able to pay the principal amount and rather the interest. This creates a void with
respect to targeting of the poorest segments in the population. Though alternatively, there are cash
transfer programs or particularly conditional cash transfer programs which are becoming increasingly
popular in developing countries. But again, the success of cash transfer programs at reducing current
poverty depends on whether, and the extent to which, cash transfers affect adult work incentives.

2 6™ population and housing census 2017.

% Shirazi, N. S., & Khan, A. U. (2009). Role of Pakistan poverty alleviation fund's micro credit in poverty alleviation: a case of
Pakistan. Pakistan Economic and Social Review, 215-228.
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Once a household is selected as eligible for the program, usually through geographic targeting or
household level means-testing, or both, the level of benefits is not affected by the work decisions of
the household members or the income level of the household.*

Second, the origin of Pakistan is based on the fundamental principles of Islam. According to the
Islamic philosophy, any type of excess charged over the principal in case of a loan is considered
unjust and is known a ®rinterestis pa& of IslBmicoghidabce designed toplay
a key role in ensuring a just and equitable financial system.?”®> Despite some confusions and
alterations in the interpretation, the core idea had been held unanimously throughout Islamic history.
The people in many regions of Pakistan; such as AJK, FATA, KP, and parts of Balochistan and
Punjab; carry these religious values quite strictly. Most of the people in these regions, especially the
lower middle class and the poor, try to avoid this confusion by refraining from the conventional
microfinance.

4.7. The Concept  of IFL and the Role of PPAF

The idea of organized interest free lending in Pakistan was conceived during 2001 in the form of
Akhuwat, a microfinance institution offering loans on the basis of Qard-al-hassan (benevolent loan).
Derived from Islamic history, Akhuwat has successfully demonstrated the utility and sustainability of
IFL as a poverty alleviation tool. The model of Akhuwat, while establishing the viability of Islamic
microfinance highlights the significance of community based organizations. This model signifies that
every community needs a customized version of interventions for poverty reduction that are
consistent with the prevailing culture and norms.

Following the unique example of Akhuwat, PMIFL was launched to target the ultra-poor segments,
which were not catered for through the regular microfinance sector. There was a significant connect
bet ween t he Pr i mefbihgimgipsoduetivedr. atwthe sldorsteps of the poor and the
destitute and the PPAF. Based on its previous experiences, PPAF was selected by the Government
to design, implement and monitor the PMIFL Scheme. The core strengths that PPAF brings to the
Program include: community outreach; community based lending, i.e. setting up community based
branches / loan centres; microenterprise development at grass roots level; quality assurance,
monitoring, and reporting systems; and dedicated microfinance, livelihood, employment and
enterprise development teams.

4.8. Conclusion

In the light of above, there was definite need for an initiative that borrowed shades of both; the
conventional microcredits and the pro-poor cash transfer programs. This is where PMIFL steps in and
bridges the gap by providing a financial support without putting any extra pressure on the borrowers,
and encouraging them to improve their work decisions. The PMIFL does this comfortably through the
following in-built design features:

1. Targeting of population with scores up to 40 on the PSC, including those who belong to the
ultra-poor segment and fall in the outreach of cash transfer programs such as BISP.

2. Targeting of areas with low human development indicators and food security, low or no
access to microfinance, investments or activities in livelihoods, employment or enterprise
development, and Cls that are socially mobilized and active in managing their own
development.

r

b a

3. Targetingof bor r ower sd work decisions by providing bus

that they chose viable businesses and are guided and mentored effectively through
technical skills, entrepreneurial competence and market linkages.

2 Emmanuel Skoufias and Vincenzo di Maro; Conditional Cash Transfers, Adult Work Incentives, and Poverty; WPS3973-IE,
Impact Evaluation Series No: 5

% Mohammad Nejatullah Siddigi, Rilfa, Bank Interest and the Rationale of its ProhibitongVi si ti ng Schol ar sd

No. II, Islamic Research and Training Institute, IDB
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5. Anal y8esnebf ci ary

5.1. Overview

This chapter is focused on providing detailed analyses of quantitative and qualitative information
captured through the beneficiary feedback survey. The quantitative results are based on interviews
conducted with a total of 4,120 PMIFL beneficiaries selected through random sampling as discussed
earlier in Section 3.3 of this Report. For qualitative findings, a total of 27 FGDs were conducted in 19
selected districts across all the provinces and regions of Pakistan.

5.2. Profile of Beneficiary Interviews

The regional distribution and district wise proportions of the total 4,120 sampled beneficiaries are
provided below in Table 5.1 while a PO wise analysis of the sampled beneficiaries is given in
Annexure 7, Table 1.1. The complete details of the interviewed beneficiaries, also referred as the
respondents, along with their CNIC numbers are given in Volume Il of the Report.

Overall, 60.3% of the PMIFL beneficiaries interviewed were female whereas 39.7% were male. The
proportion of female respondents varied on regional level with 70.9% in Punjab, 69.2% in Sindh,
64.9% in AJK, 42% in Balochistan, 30.1% in KP, 16.3% in GB, and 10% in FATA. The male/female
proportions in the sample closely resembled the national and regional population figures of
male/female (Annexure 7, Tables 1 and 2).

Table 5.1: District wise distribution of sample

District/Province

Hattian 16 35.6 29 64.4 45 100
Havaili 4 33.3 8 66.7 12 100
AJK 20 35.1 37 64.9 57 100
Jhal Magsi 6 24.0 19 76.0 25 100
Lasbela 72 66.1 37 33.9 109 100
Pishin 20 57.1 15 42.9 35 100
Baluchistan 98 58.0 71 42.0 169 100
SWA 36 90.0 4 10.0 40 100
FATA 36 90.0 4 10.0 40 100
Ghanche 19 82.6 4 17.4 23 100
Skardu 53 84.1 10 15.9 63 100
GB 72 83.7 14 16.3 86 100
Mansehra 337 69.8 146 30.2 483 100
Swabi 0 - 37 100.0 37 100
Swat 171 82.6 36 17.4 207 100
KP 508 69.9 219 30.1 727 100
Bhakkar 0 - 246 100.0 246 100
Muzaffargarh 296 38.4 475 61.6 771 100
Narowal 92 29.2 223 70.8 315 100

Final Evaluation Report (27)
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Servicas

Female

District/Province

Rajanpur 217 29.2 527 70.8 744 100
Punjab 605 29.1 1471 70.9 2076 100
Ghotki 0 - 89 100.0 89 100
Sanghar 95 43.4 124 56.6 219 100
Tharparkar 83 30.7 187 69.3 270 100
Thatta 119 30.7 268 69.3 387 100
Sindh 297 30.8 668 69.2 965 100
Overall 1636 39.7 2484 60.3 4120 100
5.2.1. Beneficiary  Particulars

From the total beneficiaries interviewed, a meager 0.7% of them reported some sort of disability.
Gender wise, the prevalence of disability was higher in male beneficiaries at 1% as compared to
female beneficiaries at 0.5%. Regionally, no disabled beneficiaries were reported in AJK and FATA,
only one disabled beneficiary was reported in Balochistan, three were reported in Sindh, four in KP,
six in GB, and fourteen disabled beneficiary were reported in Punjab (Annexure 7, Tables 17 and
17.1).

On an overall basis, the average age of the PMIFL beneficiaries was found to be 38 years. There was
not much variation in the average age across the regions as it ranged from 36.6 years in AJK to 38.7
years in Sindh. Regarding distribution of the age brackets, 5.4% of the overall respondents reported
their ages between eighteen to twenty four years, 21% reported between twenty five to thirty years,
39.7% reported between thirty one to forty years, 24.2% reported between forty one to fifty years, and
8.1% reported between fifty one to sixty years. However, only 1.6% of the respondents informed that
they were above sixty years of age, none of them being in AJK or GB, Table 5.2 (Annexure 7, Tables
11 and 12).

Table 5.2: Age distribution of beneficiaries

AJK Balochistan FATA Punjab Sindh ‘ Overall
% % % % % ‘ %
18-24 8.8 6.5 125 8.1 8.4 4.5 3.9 54
25-30 24.6 18.9 30.0 18.6 23.9 20.0 21.0 21.0
31-40 40.4 38.5 30.0 39.5 37.3 40.0 41.3 39.7
41-50 21.1 24.3 10.0 24.4 22.6 26.0 22.3 24.2
51 - 60 5.3 8.3 10.0 9.3 6.5 8.2 9.1 8.1
Above 60 - 3.6 7.5 - 1.4 1.3 2.3 1.6
Overall 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Amongst the respondents, 95.6% were Muslim and 4.4% belonged to minorities which is quite close
to the distribution of population, religion wise, at the national level. The minorities included Hindus,
4.2%, who were mostly located in Sindh, a few Christians belonging to Punjab, and one Sikh who
was from Sindh (Annexure 7, Table 3).

A majority of the PMIFL beneficiaries, 63.5% informed that they were illiterate. However, 11.7%
respondents had done primary schooling, 7.5% had cleared till eighth grade, 9.4% had completed
secondary school, 3% had finished higher secondary school, and 3.1% had attained graduation.
There were 1.7% respondents who perceived themselves to be literate though they had not
completed any formal education. Within regions, the proportion of illiteracy varied substantially, the
highest being in Sindh at 77.8% followed by Punjab at 71.3%, Balochistan at 66.9%, FATA at 55%,
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AJK and KP at 29.8% each, and the lowest in GB at 17.4%, Figure 5.1. Gender wise, a significantly
large proportion of 78.8% female respondents considered themselves to be illiterate whereas 40.3%
of male respondents thought so (Annexure 7, Tables 14 and 14.1).

Figure 5.1: Education level of beneficiaries
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A comparison was made in terms of occupation of the beneficiaries before and after receiving the
PMIFLs. A minor but interesting trend was identified in this regard which highlighted that the
proportion of female beneficiaries who were housewives before receiving the loans, decreased from
51.3% to 42.4% after receiving the loans. There were also slight decreases in the overall proportions
of beneficiaries reporting permanent labor and daily wage labor, after receiving the loan, from 5.5% to
4.4% and from 4.6% to 3% respectively. These decreases corresponded with noticeable increases in
the proportion of self-employed occupations that were especially suitable for females such as
farming/livestock which increased from 31.7% to 35.8%, business/shop increasing from 18.3% to
22.4%, and embroidery/stitching increasing from 3.3% to 4.2%, Table 5.3 (Annexure 7, Tables 15,
15.1, 16 and 16.1).

Table 5.3: Comparison of beneficiariesé o patians before and after PMIFL

Female Overall

Before After Before

Occupations

% % %

Farming/livestock 37.9 39.3 27.7 335 31.7 35.8
Housewife - - 51.3 42.4 30.9 25.6
Business/shop 35.9 40.9 6.6 10.3 18.3 22.4
Permanent labour 11.1 9 1.9 14 55 4.4
Daily wage 5.1 2.4 4.2 3.5 4.6 3
Govt./private job 6.8 6.5 1.2 1 35 3.2
Embroidery/Stitching 0.4 0.5 5.2 6.6 3.3 4.2
*Others 2.7 1.4 1.8 1.3 2.2 1.4
Overall 100 100 100 100 100 100

*Others:- Not earning, student, Old age, unpaid family worker, driver, disabled, Imam Masjid, services
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With respect to marital status of the respondents, 7.1% were single, 90.6% were married, 1.8%
respondents were widows/widowers, and the remaining 0.5% were either divorced or separated. On
regional level, in FATA, all the respondents were married while in GB, 89.5% were married and
12.5% were single in KP (Annexure 7, Table 13).

Just over one third of the beneficiaries, 36%, reported that they were head of their household.
Regionally, there was substantial variation in the proportion of beneficiaries who were head of their
household with 92.5% in FATA, 60.5% in GB, 54.4% in Balochistan, 52.7% in KP, 47.4% in AJK,
29.5% in Punjab, and 29% in Sindh. Amongst the overall beneficiaries who were head of their
household, 87.2% were male and 12.8% were female. In all the regions except AJK and Punjab,
above 90% of the beneficiaries, who reported themself as head of their household, were male, Figure
5.2. (Annexure 7, Tables 5, 5.1 and 6).

Figure 5.2: Beneficiaries as head of households
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5.2.2. Family Composition

On an overall basis, 40% of the beneficiaries were living in joint family structures as compared to 60%
who were living separately. The precedence of joint family system as reported by the respondents
was highest in GB with 58.1% followed by Sindh with 47.9%, AJK with 47.4%, KP with 36.9%, and
Punjab with 36.5%. However, it was interesting to note that the respondents belonging to FATA were
predominantly living in separate families with 95% reporting so (Annexure 7, Table 7).

The average family size of PMIFL beneficiaries, across the country, was calculated at 6.5 persons.
On regional level, the average family sizes were found to be quite different: 7.4 for GB; 6.6 each for
Punjab and Sindh; 6.5 for Balochistan; 6.2 for KP; and 6.1 for AJK. The family size was found to be
lowest in FATA* with 4.1 family members on average Figure 5.3. Regarding distribution of family
sizes, 36.2% of the overall beneficiaries reported between one to five family members, 57.9%
reported between six to ten family members, and 5.7% reported between eleven to twenty family
members. There were 7 respondents; 5 in Sindh and 1 each in KP and Punjab; who informed that
their family included more than twenty members (Annexure 7, Tables 8 and 9).

It is based on beneficiaries interviewed from Sararogha Tehsil of South Waziristan Agency only.
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Figure 5.3: Average family sizes
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With respect to number of earning members in the families of PMIFL beneficiaries, on average, there
were 2 earning members in a family. The figure was reported to be highest in Punjab with 2.1 earning
members in a family on average followed by Sindh with 2 earning members, Balochistan with 1.9, AJk
with 1.8, KP with 1.7, GB with 1.6, and FATA with 1.2 earning members in a family on average. Vice
versa, there were 1.5 non-earning adult members in a PMIFL beneficiary& family on average. This
figure was reported to be highest in KP with 1.8 non-earning adults in a family on average followed by
GB and Sind with 1.6 non-earning in each, Balochistan with 1.4, Punjab with 1.3, FATA with 1.2, and
AJk with 1.1 non-earning adults in a family on average (Annexure 7, Tables 18, 19, 20 and 21).

The number of school going children in the family of a PMIFL beneficiary was 1.7 kids on average.

There was regional variation in the average number of school going children: 3.1 in GB; 2.2 in AJK; 2

in Balochistan; 1.9 in Punjab and KP each; and 1.1 in FATA. Similarly, there were 1.4 family

members in old age or infancy or with disabi | ontayeragenOna P MI FL
regional level, the prevalence of such family members was reported to be 2 in Sindh, 1.3 in Punjab,

1.3 in Balochistan, 1.2 in GB, 1 in AJk, 0.9 in KP, and 0.6 in FATA, Table 5.4. (Annexure 7, Tables

22, 23, 24 and 25).

Table 5.4: Number of earning, non-earning, school going, and old age/infant members

Members AJK  Balochistan = FATA GB KP ‘ Punjab ‘ Silplely} Overall
Earning members 1.8 1.9 1.2 1.6 1.7 2.1 2.0 2.0
Non-earning adult 11 1.4 1.2 16 1.8 13 1.6 15
members
School going children 2.2 2.0 1.1 3.1 1.9 1.9 1.0 1.7
O.Id age /infant/ 1.0 1.3 0.6 1.2 0.9 1.3 2.0 14
disabled
5.3. Profile of FGD patrticipants

A total of 236 individuals, including mostly beneficiaries and some Cl members, participated in the
FGDs. The proportion of participants was higher in Punjab, KP, and Sindh due to a greater number of
FGDs conducted there. An analysis of the participants indicated a balanced representation of both
genders; 122 females and 114 males. The geographical and gender wise distribution of the FGD
participants is delineated in Table 5.5 (Annexure 8: Tables 1 and 2).
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Table 5.5: Distribution of participants in FGDs

FGD participants

Province/Region

Female
AJK 12 12 24
Balochistan 18 13 31
FATA 6 6 12
GB 7 7 14
KP 27 25 52
Punjab 24 33 57
Sindh 20 26 46
Total 114 122 236

The ages of the FGD participants ranged from twenty to sixty seven years, with 61 in the eighteen to
thirty years bracket, 146 in the thirty one to fifty years bracket, and 29 were over 50 years old. The
FGD participants covered an extremely wide range of occupations belonging to maximum possible
sectors (Annexure 8: Table 3).

In terms of education and literacy, 33 participants had attended some schooling up to primary level,
23 had attended up to middle level, 38 had passed metric or tenth grade, 20 had attended college, 11
were graduates, 2 had completed sixteen years of education, and 2 had done post-graduation.
However, 107 participants were illiterate (Annexure 8: Table 4).

5.4. Socio -Economic Characteristics of Households

Overall, 96.9% of the interviewed beneficiaries were living in their own houses while the remaining

3.1% were living in rented houses. Region wise, in AJK and FATA, all the respondents reported

having their own houses. Regarding nature of construction of the houses that the beneficiaries were

living in, 32.9% of the overall respondents had cemented houses kno wn as i29.8% kad 0
housesmade of mud/ cl ay ,dnad N8 had Bousaskobntixedanature of construction
including both fikachao and fpakrkspondentsT h3doroecralyar® a s mal
were living in slums and majority of such cases were in Sindh, Figure 5.4 and 5.5 (Annexure 7,

Tables 26 and 27).

Figure 5.4: Status of house ownership Figure 5.5: Type of house construction
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