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Abstract: 

Microfinance institutions are apparently inclined towards the welfare of the general populace. 

In this mission, perhaps one of the major key roles in effective dissemination of pertinent 

services is played by the field workers of these organizations. The latter plays an integral part 

in the liaison between the microfinance institute and their client. It is a role laden with 

obstructions and demands rigorous commitment. However, in their diligent and perpetual 

zeal to disseminate funds amongst the destitute and less privileged portions of society, it 

seems that these Microfinance channels probably end up skimming on and sometimes 

explicitly disregarding the welfare of their own human resource. For institutions that 

analogize human welfare with all of their respective undertakings, this prospective violation 

of the basic concept pertaining to work ethics is almost contradictory to their touted mission 

parameters. Towards that end, efforts need to be initiated in order to gauge the role played by 

the human resource of these organizations and the hindrances that the employees of these 

organizations face in the delivery of their services. 
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1. Introduction: 

When it comes to Microfinance, the latter usually alludes to a system of services of the financial 

sort, predicated upon the assistance of small businesses and entrepreneurs who are restricted in 

terms of access to banking and its pertinent facilities. Perceptions and subsequent perceptions 

regarding Microfinance vary across different individuals. However, to some, Microfinance is a 

movement of sorts that functions to bring about a world where all people, regardless of their 

economical standing, have equal and unobstructed access to services pertaining to banking and 

finance like savings, funds transfer, insurance, etc. on a permanent basis. (Robert Peck Christen, 

2004) Most proponents of Microfinance genuinely believe that Microfinance is the path to take 

if one wants to assist destitute and poor people in escaping the shackles of poverty. For others, it 

is a means for promoting the development of the economy, growth, and employment rate 

through the channel of small businesses and entrepreneurs working on a micro level.  
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Microfinance is the amalgamation of a wide and diverse category of services, of which 

Microcredit is an entrée. Microcredit is actually an aspect of Microfinance and should therefore 

not be confused with each other. Many skeptics profoundly criticize Microfinance as they 

mistakenly perceive it as Microcredit. 

However, in large part due to the broad category of services encapsulated within the context of 

Microfinance, it becomes difficult to ascertain the impact of Microfinance. (Feigenberg, Field, 

& Pande, 2011) While there has been much support from proponents that Microfinance raises 

people from the mire of poverty, the evidence presented in corroboration of the fact is 

ambivalent, to say the least. However, it does succeed somewhat in bolstering financial 

inclusion. 

2. Literature Review:  

Systems of Delivery in Microfinance: 

In Microfinance, there are chiefly two mechanisms that handle the provision of financial 

services to concerned clients. These are: 

1. Banking based on Relationship for delivery of services to entrepreneurs and small businesses. 

2. The Group-based models, where various entrepreneurs n apply for loans as well as additional 

services in the form of a group.   

Microfinance is used to interpret the supply of financial services to employees evincing a lower 

income rate in certain regions, like Southern Africa. This system is quite similar to the retail 

finance model that is dominant amongst more conventional forms of banking.  

Microfinance and Poverty 

Developing economies come with many a number of activities, especially in their rural areas 

that would be considered financial in other developed countries of the world. However, in these 

developing economies, these activities are not monetized, meaning that they don’t require 

capital to be initiated. This usually occurs when people can’t access the services that normally 

require capital as they don’t have funds at their disposal. That is why they have to resort to other 

means of paying for these services. According to SukhwinderArora and Stuart Rutherford, the 

poor have the following types of needs: 

1. Lifecycle Needs: These needs include ones that pertain to childbirth, funerals, home 

building, widowhood, old age, and weddings. 

2. Emergencies of Personal Nature: These include ones relating to sickness, unemployment, 

harassment, death, injury, etc. 

3. Disasters: These are the needs that relate to matters like floods, fires, cyclones, or more 

conventional calamities that are caused by a man like the decimation of dwellings or wars. 

4. Investment Opportunities: Expansion of a business, purchase of equipment or land, 

acquiring a job, building a better house, etc. (Rutherford & Arora, 2009) 



An Analysis of Microfinance Organizations’ Performance in pertinence to Employee Welfare 

 

Journal of Social Work and Sustainable Development, 2021, 1(2), 32-40 

 
 

34  

Most of the time people search out innovative and ingenious means of meeting these needs. 

This is usually done through the exchange of non-cash value, with items like livestock, grains, 

precious metals, and jewelry acting as substitutes for cash.  

The notion of Microfinance is founded upon a strategy that pertains to the development of an 

economy and aims at bringing about mitigation in poverty through the provision of financial 

services to the destitute, earners with low income, entrepreneurs of micro-level, and other such 

individuals that are deprived of the same services as are accessible in the more mainstream 

financial market. These are inclusive of such services as credit, savings, insurance, and other 

developmental ones like education, human development, training, skills, health as well as 

protection of the environment. Microfinance has also been defined as the act of endowing small 

loans upon the poor, with the aim of this endowment being the financing of small level and 

cottage business ventures. Microfinance institutions were established to support the weaker and 

poorer portions of the economy as well as small-scale entrepreneurs through the provision of 

services like rural credit, savings, credit for agricultural purposes, credit for consumers, in 

addition to other financial services. (Duku, 2002) Microfinance is also regarded as the process 

of making a certain range of financial services available to the poor to make them capable of 

availing themselves of newer opportunities as well as making them able to participate in various 

productive activities. Through Microfinance, which some regard as a developmental tool, the 

prospect of rendering services such as opportunities for saving, insurance, credit, and money 

transfer becomes possible. Microfinance is a process that leads to financial as well as social 

intermediation, meaning that it leads to an enhancement in the potentials of groups that exhibit 

lower incomes.  

Microcredit: 

Microcredit and Microfinance are, as was mentioned afore, sometimes confused with each 

other. Microcredit is actually a subset of Microfinance, meaning that it is an aspect encapsulated 

by Microfinance. Microcredit is a process that is targeted at the financing of microenterprises 

and the most destitute individuals who are unable to secure the requisite collateral security 

necessary for availing loans from major mainstream banks. Here, Microcredit allows these 

small-time businessmen and poor individuals to indulge in meaningful revenue activity by the 

provision of short-term credit facilities. It has been corroborated by several studies that in those 

countries where financial intermediaries are organized and efficient, the recovery rate from 

poverty is much swifter in comparison to those countries that evince declining levels of 

financial development and microfinance activities that are uncoordinated and unorganized. 

(K.Singh, 2009) 

Microfinance also involves the provision of financial services to the poor and earners with low 

income along with their micro-businesses. That is probably why it is perceived globally that 

Microfinance is an effective tool for solving the problem of poverty. It is a vital component for 

economic development and plays an essential role in the enhancement of productivity of the 

poorer class within a country or economy. (Komi, 2010) However, there are certain conditions 

that need to be met as well in order to ensure that Microfinance is productive towards 

alleviating poverty within a region. The first condition for this is that the repayment schedule, to 

the microfinance institutions, is observed staunchly and strictly by the customers availing the 

services of the former. It has been gleaned and shown through a number of studies that the 

determinants for repayment of loans to a microfinance institution are usually predicated upon a 

number of factors such as quality of beneficiaries, the distance between customer’s business and 

the office of the microfinance institution, education of the customers, loan duration, threat 



An Analysis of Microfinance Organizations’ Performance in pertinence to Employee Welfare 

 

Journal of Social Work and Sustainable Development, 2021, 1(2), 32-40 

 
 

35  

perceived by borrowers and gender. (Roslan, 2009) For the growth and development of the 

economy, the financial sector’s development will play a major role and such has been affirmed 

by many a number of studies as well. It would not be therefore a leap of faith to state that the 

development of efficient and widespread financial tools like microfinance will end up 

generating more opportunities for employment, and improve the standard of living. It will also 

raise the level of health, savings, and education within a region, thereby generating a salubrious 

environment conducive to the alleviation of poverty. (Green, 2006) 

Microfinance in Pakistan: 

It is a known fact that Pakistan is a developing country and even here, there are many 

microfinance institutions operating in various regions. The actual scenario of Microfinance in 

Pakistan is a bit different, however. Despite having been operational in the country for a number 

of decades, the Microfinance sector of Pakistan still demonstrates a propensity for devising 

programs that are initiated in more urban ambiances At present about 85% of farmers in the 

country are deprived of the financial services offered by these microfinance institutions. Loans 

provided for agriculture are good for only about 7.5% of the entire bank loans and that holds 

only true for Punjab where the majority of the lending is concentrated. Arthis, or middlemen if 

you prefer, are the ones that dominate the informal credit market and are the ones that charge 

excessive interest rates upon their clients. There are a number of reasons that account for this 

lower level of funding. These are: 

1. Lack of financial service providers and their clear disregard or unwillingness to help the poor 

2. A lack of awareness 

3. Decrepit state of financial literacy and education amongst the poor class 

At present, there are three different models pertaining to microfinance services operating within 

Pakistan. The first one is MFIs or Micro Finance Institutions; the second is MFBs or Micro 

Finance Banks and lastly the RSPs which can be elaborated as the Rural Support Programs. The 

market is currently dominated by the MFBs, then the MFIs with RSPs in the third spot. This 

arrangement is in accordance with the active buyers and portfolio that these microfinance 

institutions evince. Microfinance services are also provided by the larger commercial banks as 

well as Government institutions within Pakistan.  

The goals for all of these Microfinance institutions remain consistent in Pakistan, such as 

providing financial services to the poor denizens of the country, for developing societies that are 

sustainable, routing resources to micro and small businesses, generating employment 

opportunities, and for enabling people of rural areas to better use resources available to them 

and in the course generate income in their respective areas.  

And now for the complex interrogatives related to the Microfinance scene in Pakistan, like have 

these institutions been able to fulfill their purpose? The answer unfortunately would have to be 

“No” as much remains to be done. There are several reasons for this vulnerability, chief 

amongst which is the strict eligibility standard formulated by these institutions which are 

culpable for nullifying the candidacy of the profoundly poor client. The second reason is the 

high-interest rates charged by these institutions, which understandably dissuades many from 

actually drawing loans from these organizations. Higher interest rates ensure the coverage of 

any risk aspects but this indirectly affects the poor clients in a manner most detrimental.  
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The present target market of the Microfinance organizations within Pakistan has been projected 

to lie somewhere between 25 to 30 million customers/borrowers. Just 40% of the target lies 

within the outreach of the Microfinance sector. There may be many factors involved in bringing 

about the apparent limitation in the delivery of Microfinance services within the context of 

Pakistan. But the key issue in this sector is the insurance that will be able to reach the poorest of 

people, especially those that reside in the rural areas of the country. These areas evince the 

grassroots level of social mobilization. Community Investment Fund and NRSP (National Rural 

Support Program) Microfinance Bank are those Microfinance institutions that portray prime 

examples of organizations with a high level of social mobilization within the rural areas of 

Pakistan. Under strenuous endeavors, the RSPs can assist in improving the conditions and 

ability of the poor within the context of Pakistan. (Webmaster, 2015) 

Definition of Human Resource: 

Human resources can be defined as the sum total of those people who constitute the workforce 

in an organization. The same can also be applied to people working in an economy o business 

sector. While at times, the term Human capital is generally associated with Human resources, 

the reality is quite different actually. The term Human Capital is much narrow in perspective 

and scale. It is the economic growth and knowledge that individuals evince. Talent, manpower, 

labor, personnel, and people are other terms synonymous with Human resources.  

The department concerned with the management and evaluation of all services pertaining to 

Human Resources is called the HR Department. The latter oversees different aspects pertaining 

to employment, labor law, administration of employee benefits, dismissal and recruitment, and 

so on.  

According to Edwin Flippo, HRM is defined as the: 

 “Planning, organizing, directing, controlling of procurement, development, compensation, 

integration, maintenance, and separation of human resources to the end that individual, 

organizational and social objectives are achieved.” 

According to Decenzo and Robbins, 

“HRM is concerned with the people dimension” in management. 

Every organization in this modern economic world of ours is made up of people. It is through 

the acquisition and development of their services and skills, as well as through the provision of 

adequate motivation to these people can high levels of performance be attained.  This also 

ensures that the employee maintains his level of commitment to the organization which is quite 

imperative for the achievement of organizational goals. Regardless of the type of organization, 

the importance of Human resources and its effective management remain instrumental for 

success in all organizational endeavors.  

Microfinance institutions in Pakistan and their Mission of Welfare: 

In Pakistan, the first Microfinance institution was the AKRSP, or Agha Khan Rural Support 

Program. It was established in the year 1980. By the middle of the 1990s, several other rural 

support programs were initiated, such as the Kashf Foundation in Lahore which offered 

specialized services for the welfare of the poor. After noticing the positive ramifications 



An Analysis of Microfinance Organizations’ Performance in pertinence to Employee Welfare 

 

Journal of Social Work and Sustainable Development, 2021, 1(2), 32-40 

 
 

37  

wrought by AKRSP and other such organizations, the Government of Pakistan took steps 

towards establishing rural support programs under its auspices. The National Rural Support 

Program (NRSP) was the outcome of this initiative. NRSP proceeded to disseminate its services 

across all four provinces of Pakistan, through its offshoot branches designated as the PRSP, The 

Punjab Rural Support Program, SRSP, the Sindh Rural Support Program, SRSP, the Sarhad 

Rural Support Program, and BRSP, The Baluchistan Rural Support Program. All of these 

Microfinance Institutions were made responsible for disbursing funds for a diverse range of 

economic and social development programs. Later on, in the year 2000, the Government of 

Pakistan established the Pakistan Poverty Alleviation Fund (PPAF) through the collaboration of 

the World Bank. More than 90 million dollars were provided by the World Bank for 

disbursement through PPAF. Subsequently, after the establishment of PPAF, the First 

Microfinance Bank of Pakistan, the Khushali Bank, was established through the joint efforts of 

the Government of Pakistan and the Asian Development Bank (ADB). Its main objective was 

the provision of Microfinance services to those areas of Pakistan that had been deprived of these 

services before. A special ordinance titled the microfinance Ordinance was established by the 

Government of Pakistan in the year of 2001. This ordinance allowed the opening of 

Microfinance banks by the Private sectors with lower capitals and financing predicated on 

equity. This inclined many NGOs and private agencies to set up their own Microfinance banks, 

like AKRSP and Kashf Foundation. (Naeem, Khan, & Afaq, 2014) 

3. Rationale: 

Microfinance institutions are apparently inclined towards the welfare of the general populace. In 

this mission, perhaps one of the major key roles in the expeditious dissemination of pertinent 

services is played by the field workers of these organizations. The latter plays an integral part in 

liaison between the microfinance institute and their client. It is a role laden with obstructions 

and demands rigorous commitment. However, in their diligent and perpetual zeal to disseminate 

funds amongst the destitute and less privileged portions of society, it seems that these 

Microfinance channels probably end up skimming on and sometimes explicitly disregarding the 

welfare of their own human resource. For institutions that analogize human welfare with all of 

their respective undertakings, this prospective violation of the basic concept pertaining to work 

ethic is most contradictory to their touted mission parameters. Towards that end, efforts need to 

be initiated in order to gauge the role played by the human resource of these organizations and 

the hindrances that the employees of these organizations face in the delivery of their services.  

4. Objectives: 

 Through this study, the role played by employees of Microfinance organizations in the 

successful delivery of services within the field will be assessed. 

 The study will also be beneficial in showing the faults that these microfinance 

organizations commit in engaging their human resource in the field and the ramifications 

of these shortcomings on part of the performance of the employees as well.  

 Finally, through this study, potential solutions for ameliorating the working situation for 

the human resource of these institutes may be devised.  
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5. Methodology: 

The study in question was conducted in accordance with qualitative parameters and the data was 

elicited from current employees of various Microfinance institutions. The tool utilized was 

Focus Group discussion so as to ensure timely and consummate collection of data from the 

respondents.  

6. Results and Discussion: 

The focus group discussion was held at a proximate and convenient location that was conducive 

to the availability of all participants. The group itself is comprised of employees from different 

Microfinance institutions, like NRSP for instance. The group discussion was initiated from a 

broad perspective, mainly concerning workplace experiences and employment at the members’ 

respective organizations. After zoning in on the areas of concern to the research, the Researcher 

was able to elicit the following themes: 

6.1. Injustice of long and undefined Work Hours: 

All employees were of the uniform verdict that the work hours heaped upon them were 

undefined and unjust. They stated that there was a set time for arriving at the office, with it 

mostly being 8 am. However, no such clear boundaries had been set on timings when it comes 

to quitting time. Some respondents even mentioned that they had to stay out in the field for 

hours that stretched late into the night, sometimes extending to midnight as well. These unjust 

and heinous hours play havoc with the lives and wellbeing of the employees. 

6.2. Cancellation of Off Days: 

In most instances, especially in the case of workers from NRSP, it was reported that on off days 

like Sundays, work didn’t cease for the respondents. Even on Sundays and other holidays, these 

individuals had to commit themselves to the field, following up on cases and collecting overdue 

installments. This was a highly arduous task and imparted much duress on the psyches of these 

already overworked employees. The whole ordeal of venturing forth into the unforgiving field 

of Microfinance clientele, while monumental even on weekdays is that much more exacerbating 

on weekends and off days. However, this is an ordeal that these employees of Microfinance 

organizations have to endure.  

6.3. No Defense against Felony or Theft in Field: 

It was also reported by the respondents through the course of this focus group discussion that 

many of their employers and overseers stated that the Organization associated with them would 

not be liable for them after typical office hours, 4.00 pm to be precise. This means that after 

4.00 pm, any theft of installment funds from these workers and any harm inflicted upon them 

after closing time won’t be weathered by their pertinent Microfinance organizations. Also, no 

defensive mechanisms or measures were afforded to those workers who worked beyond office 

hours.  

6.4. Insufficient Pay: 

The respondents lamented that their salaries were not commensurate with the effort and exertion 

that their organizations demanded from them. Rigorous and perennial struggle yields 

remuneration that is insufficient and discrepant. Some field workers, who were responsible for 
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scouring the fields late into the night received salaries ranging between 7000/- to 9000/- Rupees 

per month, amounts that is are not sufficient in accordance with the degree of efforts elicited 

from these Human Resources of Microfinance organizations. 

7. Conclusion: 

On basis of these results, it can be inferred that while Microfinance Organizations are very 

much effective when it comes to providing salubrious and uplifting services to the poverty-

ridden and destitute people of rural areas, their sentiments of welfare don’t extend far when it 

comes to their own Human Resource. The employees of Microfinance organizations are 

overworked, exhausted, and drained of all fervor for their vocation. This can be owed in large 

part due to the ineffectual and stringent work policies of these Microfinance Organizations. 

8. Suggestions: 

1. An overall revision of workplace policies, with care extended towards ensuring contentment 

of employees with their workplace ambiance is the first thing that needs to be addressed.  

2. A notable increase in pay, so as to allay the misgivings and disgruntlement of the employees 

will go a long way towards improving their disposition towards the workplace.  

3. Mitigation in the level of strictness when it comes to working on off days is also advised for 

improved Human resource performance. 

4. Properly defined working hours and adherence to them will also go a long way towards 

improving conditions for both the workers and the organizations concerned.  

5. A holistic, well-rounded amicable approach towards the workers will be much more 

instrumental in bringing about betterment in the operations of the Microfinance organizations 

and the productivity level of their employees as well.  
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