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 Out Line Of the Research Study

Introduction

OPP – OCT was registered in 1987 to support people’s effort in their economic development and peasant proprietors by providing credit. The objective of the program is to make the credit accessible to existing micro enterprise units and farmers at bank rate of interest to increase production and generate employment.

When the model became viable it has been replicated through NGOs/CBOs in different towns/cities/villages.

Sep.1987 to Sep.2002, OCT provided loan to 9,197 units amounting to Rs. 184.67 million in urban and rural areas. Out of which Rs.156.62 recovered with service charges of Rs. 29.34. The rate of recovery is around 95%. In Orangi, loan provided to 5,409 units amounting to Rs. 97.16 million. Micro-credit program has been replicated by 38 CBOs/NGOs in 22 cities/villages of Pakistan and provided loan to 2,960 units amounting to Rs. 69.65 million (Brief description of the program is attached).

Need for research 

There is a need to look at the impact of the credit on livelihood i.e. income has been used for improving the living conditions, physical assets creation, housing, education and health.

Research Topic

The Impact of Micro-credit on Urban Livelihood: Experiences from Karachi.

Purpose of Study

The purpose of the Study will be to examine the impact of income generating activities through the disbursement of credit on urban livelihoods more generally, and on a host of activities more specifically. The study will try to determine and document whether income generated through businesses on account of credit supplied by an NGO, has a qualitative impact on a number of key variables related to physical, financial, human and social asset creation, and how these impacts are translated on account of the credit supplied by an NGO, has a qualitative impact on a number of key variables related to physical, financial, human and social asset creation, and how these impacts are translated on account of the credit availability – the mechanism. For example, we would like to investigate, after determining the use of the loan on business or income generating activities, how additional income has put to use in the household. Whether, for example;

· There is improved physical asset creation in terms of better housing/Living Conditions?

· There is more access to water and sanitation?

· Or, whether improved income have resulted in more children, Particularly girls, going to school?

· Or to better health care?

Other than the more standard sectors like physical, human or financial asset creation, we will also try and capture some indicators of the impact on social capital formation, on the greater involvement in community organizations, etc.

Unlike more traditional poverty reduction mechanism such as through the provision of water and sanitation, for example, credit disbursement and its use is a more singularly focused activity where the actor is the business and/or household. Unlike water and sanitation, credit use is a more individualistic activity with apparently few visible externalities. Hence, the household/business will have to be the focus in order to determine the impact of credit on their livelihoods.

Rationale of study

A number of Micro Finance Institutions (MFI), including OPP-OCT are lending money for industrial and agricultural producer. 

The performances of MFIs are judged by the loan portfolio, rae of recovery and self sufficiency. The objective of creating access o credit to small enterprises is to develop prosperity among the poor in terms of increase in income, better living conditions, improvement in basic facilities, house hold assets, business assets and social status.  

Micro enterprises are initiatives of for people for survival and to improve their living conditions with available resources. Accessibility to credit has been a key factor for small, medium and large scale enterprises. 

This study will explain the impact of micro credit for small enterprises on livelihood of low income people.

In this context, study will provide knowledge of OPP-OCT’s 15 years experience of micro credit impacts to reduce poverty,  This study will facilitate the planners, policy makers and government, non government organisataion to address poverty reduction strategies. This study will help to encourage MFIs in their future action plan.

Methodology

The methodology for the study will be based on a) identifying OPP-OCT’s borrowers and examining how/what use they made of that credit with its repercussions and comparison with non OPP-OCT’s borrower in terms of impact on livelihood such as improvement in housing, nutrition, dress, medical treatment and education.

Research Tools

The method of information gathering will be based on;

a)
Separate interviews with all the potential respondents in each cluster.

b)
Secondary data – Records of borrowers taken loans two or more times from OPP-OCT.

a) Focus group discussions.

It is important to point out that while an attempt will be made to measure, or at least observe, the impact of more traditional and standard credit-related interventions and repercussions on households, business and neighborhoods, we will also try to examine the possible repercussions of successful interventions as well. For example;

· Has greater income on account of credit had any negative impacts? 

· Are women treated better or worse after income enhancement? 

· Are there any negative environmental impacts due to relatively greater affluence? 

· Are children asked to trade off school/learning time for help with a growing business? 

Sample collection

b) Criteria for area selection

Three areas will be selected for study on following criteria;

· In Orangi, where OPP-OCT is already providing loan for small-scale enterprises 10 clusters will be selected

· Lyari and Essa Nagri will be selected as clusters where OPP-OCT is not providing loan.

Table 1

Abstract of interviews
Areas
OPP-OCT’s Borrowers
Non OPP-OCT’s Borrowers
Total

(A+B)


Male
Female
Total (A)
Male
Female
Total (B)


Orangi
140
20
160
40
4
44
204

Lyari
-
-
-
25
3
28
 28

Essa Nagri
-
-
-
  5
3
  8
   8

Total
140
20
160
70
       10
80
240

c) Criteria for enterprise selection 

i) OCT loan recipients; - 

OPP-OCT provided loan to 9,1974 enterprises. Out of which 5,4090 units are in Orangi. Following will be the criteria for loan recipients;

· Loan between 1999 – 2002

· Repeat borrowers i.e. two or more then two times.

Between Jul.99-Jun.2002, 1,553 units had been taken loan more then two times out of which 160 clients( 140 male and 20 female) will be selected on random basis for interviews. 

In this category, additional 15 interviews will be taken from defaulters also. 

ii) Non loan recipients from OPP-OCT 

80 interviews (male 70 and female 10) will be taken from the enterprises, which had never been taken loan from OPP-OCT. For this, 50 interviews will be from Orangi.  

iii) Enterprise size; 

Enterprises will be categorised with respect to size as follows;

Large

= Assets more than Rs.100,000

Medium 
= Assets between Rs. 50,000 to 100,000

Small

= Assets between Rs. 25,000 to 10,000

Very Small
= Assets less than Rs. 10,000.

iv) Sectors; 

140 interviews will be taken from OPP-OCT loan borrowers(male) related to different sectors as follows;

· Manufacturing
= 50 units

· Trade

= 75 units

· Service

= 15 units

70 interviews will be taken from non-OCT loan borrowers (male) as follows;

· Manufacturing
= 15 interviews

· Trade

= 30 interviews

· Service

= 25 interviews

v)
Ethnic;
These interviews will be taken from different ethnic entrepreneur as follows;

· Mohajir

· Bihari

· Pathan

· Punjabi

v) Female enterprise;

20 interviews will be taken from OPP-OCT’s female borrowers from Orangi. 

10 interviews will be taken from non-OPP-OCT female borrowers.

Detail Summary of interviews

Table 2

MALE                              Loan Recipients from OPP-OCT 

Sector
Large
Medium
Small
Very Small
Total

Mnuacturing
10
30
30
20
90

Trade
5
10
10
5
30

Service
5
5
5
5
20

Total
20
45
45
30
140

Table 3
FEMALE                        Loan Recipients from OPP-OCT 

Enterprise Size
Large
Medium
Small
Very Small
Total

Total
2
2
6
10
20

Table 4
MALE                      Non Loan Recipients from OPP-OCT  

Total Sample
Large
Medium
Small
Very Small
Total

Manufacturing
5
5
3
2
15

Trading
3
11
4
12
30

Service
8
5
5
7
25

Total
16
21
12
21
70

Table 5
FEMALE                 Non Loan Recipients from OPP-OCT 

Enterprise Size
Large
Medium
Small
Very Small
Total

Number
1
2
2
5
10

Data Collection

 a)
Questionnaire Design

Questionnaire will be designed on following basis;

· Impact on business in term of extension and income due to loan

· Impact on livelihood through increased income due to loan 

Impacts will be found out by comparing the difference in;

· Income, 

· Business assets,

· House assets,

· Expenditure pattern,

· Savings

· Change in pattern of livelihood.  

Meeting with borrowers

The researcher will meet 10-15 borrowers before designing the questionnaire

Variables

Questionnaire will be designed to collect data about following variables;

· Initial own investment and its use (before loan)

· Loan and its use

· House assets and basic facilities (before and after loan)

· Income/saving ratio (before and after loan)

· Income in relation with business enhancement (before and after loan)

· Business assets before and after loan

· Livelihood i.e. housing, nutrition, dress, medical treatment and education (before and after loan)

Pre-testing

The questionnaire, which will be designed on above-mentioned outline, will be tested with sample survey before finalization.

b) Survey 

Appointment of SurveyTeam

A team of 6 members will be established to conduct interviews. A supervisor will be selected among the team for team coordination and management.  

Training of surveyors

Surveyors will be briefed/trained to undertake the survey.
b)
Secondary Data

Secondary data on house/business assets, income, savings and change in expenditure will also be obtained.

c)
Focus Group Discussion
5 focus group discussions will also be undertaken with OPP-OCT’s borrowers. Group will be comprised of 8-10 borrowers.

Data Analysis

The main objective of research is to look at the impact on livelihood in relation to increase in income due to access of credit from OPP-OCT. Data will be analysed in the following frame work;

· Is their any increase of business income due to loan?

· If there is increase in income, then what is the impact on business and house assets, basic facilities and livelihood in terms of housing, nutrition, dress, medical treatment and education.

· Comparison of non-OPP-OCT borrowers with OPP-OCT borrowers in terms of business and livelihood as mentioned above. 

Research findings

This analysis will lead the research to understand;

· the relation between loan and impact on business, 

· impact of business and income, 

· income and livelihood. 

These relations will explain;

· the strength and weaknesses of the program in delivering credit to clients,

· use of loan by clients and 

· use of increased income on livelihood by clients.

Recommendations

Recommendations will be prepared to enhance the strength and to eliminate the weaknesses in program for future action.

Time Frame

· The Study is likely to take three full person months over a Five months period starting from Oct. 2002. 

· One lead researcher will be hired to prepare the methodology and execute the entire study. 

· He will create a team of surveyors and other auxiliary staff to undertake the survey under his supervision and to compute the data that emerges. 

· The responsibility of design of the Study, its execution and final output will be the responsibility of the lead researcher.

Budget required

1. Researcher’s Fee




Rs. 2,00,000

2. Questioners 240 @ Rs. 100/ Questionnaire
Rs.   24,000


3. Tabulation of data




Rs.   10,000


4. Printing of reports 




Rs. 1,50,000

T O T A L


                              Rs.3, 84,000

Orangi Pilot Project – Orangi Charitable Trust (OPP – OCT)

(Brief Description)

Introduction

OPP – OCT was registered in 1987 to support people’s effort in their economic development and peasant proprietors by providing credit. The objective of the program is to make the credit accessible to existing micro enterprise units and farmers at market rate of mark up to increase production and generate employment.

Background

According to Karachi Development Plan 2000, 75% of Karachi’s labor force is employed in the informal sector. The major problem of this informal sector is that it has no access to credit. They are forced to take loan from informal market with a rate of 8% to 12% mark up per month. OCT estimated that there are 23,000 small businesses in Orangi employing more than 1,20,000 persons. 

OCT research revealed that the production and employment in urban and rural areas could easily be increased provided the credit is accessible. The OCT micro credit program provides credit to existing businesses without complex, lengthy procedure and collateral. These loans vary between Rs. 1,000  to Rs. 50,000 with average loan amount between Rs. 15,000 to Rs. 25,000. Mark up on loan charged as market rate of 18% per annum. 

Sep.1987 to Sep2002, OCT provided loan to 9,197 units amounting to Rs. 184.67 million in urban and rural areas. Out of which Rs.156.62 recovered with service charges amounting to Rs. 29.34 million. The rate of recovery is around 95%. 

Replication

Success of micro credit program attracted to NGOs/CBOs and groups from several areas of Pakistan for replication in their areas. As per OPP philosophy, replication is not limited to the program but replication of institution in terms of role and responsibility. It needs capacity building on local level. 

To replicate micro credit program OCT is providing 3 types of support to strengthen CBOs/NGOs. 

· First is training and guidance on concept and methodology. 20 CBOs/NGOs already got training from 25 cities. 

· Second is Core funding support for operational expenses. 6 CBOs from 6 cities got support for core funding from OCT. 

· Third is line of credit to these organizations. 

At initial stage, OPP – OCT provided loan from its revolving fund and borrowing from commercial bank through over – draft facilities and deposited recovered installments back into the account. Annual grants for overheads and donations for revolving loan funds followed, which have made OCT less dependent on bank over – drafts. The program has been replicated by 44 NGOs/CBOs from several urban and rural areas of Pakistan. In Sindh, Rs.64.49 million has been given as loan to 1227units thru 25 CBOs/NGOs in 11 cities/villages. In Punjab, Rs.21.86 million has been given as loan to 1416 units thru 13 NGOs/CBOs in 11 cities and villages. 

OCT Budget 2002 – 2003

Total Loan


= Rs. 30,000,000

Operational Expenses
= Rs.   2,038,248

Total 



= Rs. 32,038,248
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