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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).

Research Topic

The process of Micro-credit model building through learning by doing: Changes in process and directions from 1987 to 2002. (Research Content attached with research proposal).

Need for research 

Since 1987, micro credit program went through different stages (Brief description of the program is attached). On the basis of ‘learning by doing’ method this program incrementally improved in term of management, process, implementation and replication aspects to develop as a micro credit model by successful implementation in Orangi and then replication to other areas. A research is needed to document this process with the identification and analyses of dynamics of change at different stages in various factors of program. 

Purpose of Study

The purpose of the Study will be to document the micro credit model building evolutionary process of OPP-OCT and to identify the causes and changes in directions and processes in this ‘learning by doing’ method of improvement. This study will try to explain the circumstances through which this program faced different issues and problems related to the management process, loan appraisal, recovery system, write off policies, accounting procedure and replication and what kinds of improvements brought incrementally in the program for the development of a micro credit model. This research will try to capture and explain the following main features of the program in terms of incremental improvement;

· Criteria for selection of clientele.

· Process for loan approval.

· Mechanism for loan recovery.

· Write off policies.

· Internal Management.

· Field management.

· Accounting process.

· Replication of model

· Monitoring system of program

This Study will also include the lessons learnt in the process of ‘action research’ in model building.

Rationale of Study

15 years experience of OPP-OCT for enhancement of micro credit in Orangi, Karachi and other cities/villages of Pakistan with out any collateral or subsidy hs played an important role in poverty education among low income communities. The improved has been evolved through learning by doing. A lot of mistakes had been made and a number of key lessons have been learnt. The methods have been evolved in process. This study will indicate the different steps taken time to time and its impact on growth of program and sustainability of the institution. These steps and lessons may help other Micro Finance Institutions (MFIs) to grow as well as help OPP-OCT to grow further.

This study will provide;

· Documentation of micro credit model on the basis of ‘action research’.

· Initiatives and capacities of poor people to survive and improve their lives and kind of support they needed.

· Description of micro credit model for poverty reduction.

In this context, this study will provide way to strengthen and broaden fiancial sector to address poverty reduction practices and strategies.

Methodology

The methodology of the study will be to explain the process of changes through analysis of secondary data, interviews and focus group discussions. This research will conducted for the period Sep.87 to Sep.02 means from the beginning of program up till now.

The research will be done by dividing microcredit program in four sections and identifying the changes with related indicators both for inside Orangi, where OPP-OCT implementing microcredit and for outiside Orangi, where replication  of micro credit is being carryied out by  NGOs/CBOs in their own communities. Sindh Rural Support Program (SRSP), an NGO replicating OPP-OCT’s microcredit program is selected for this study. Details of sections and indicators are explained below.

Research Tools

· Secondary data i.e. quarterly progress reports, loan records, profiles of borrowers and case studies.

· Interviews from different sections of OPP-OCT,s management and field staff and Sind Rural Support Program (SRSP) that replicated the micro credit program.

· Focus group discussions from the OPP-OCT borrowers in Orangi and in two villages of Sind, where program is being replicated by SRSP, an NGO in Sangarh.   

a) Delivery System

Indicators to identify change in delivery system are as follows;

i) Selection Criteria

Research will document the selection criteria of borrowers and its implementation for whole period. Any change in selection criteria will be the indicator for change in delivery system. 

ii) Loan Appraisal

Documentation of loan appraisal process will be done. Changes will be identified in this process and will be considered as change in delivery system.

iii) Loan Approval

Loan approval procedure will be documented and changes will be identified as indicator for delivery system.

b) Recovery system

Indicators for change in recovery system are as follows;

i) Method 

Method of recovery system will be documented for whole period and changes will be identified as the indicator for change in recovery system.

ii) 
Collection of Installments

Collection process of installments of loan by borrowers will be documented. Changes will be identified in this process as indicator for change in recovery system.

ii) Dealing with delay payments 

Delay in paying of installments has a significant importance in microcredit program. This is also related to increase or decrease of bad debt.  This research will be documented the process to identify the delay payments and how institutions i.e. OPP-OCT and SRSP deals with it. How did they improve their process. Identification of change in the process will be considered as indicator for changes in process of dealing with delay payments of borroweres.


iii) 
Dealing with defaulters

Understanding  of the reasons of the defaults in payment is directly related to the sustainability of any micro credit as well as institution.  Similarly, identification and nature of   defaulter and process to deal with them is also have a vital improtance in credit program. This will be documented in research and changes will be identified as an indicator for change in recovery process. 

iii)  
Monitoring System for Recovery
Recovery performance is directly related to its monitoring system. Documentation of loan and installments payments, on time information, management and reporting system are main factors of monitoring system for recovery. This research will document the monitoring system and program. Changes will be identified in this system as indicators for change in recovery system.

3) Accounting System

Research will document the accounting system and identify the changes in the system as indicator for the change in accounting system. 

3) Management

Nature of managent  is backbone for institutional efficiency, strength and growth. There are various factors related to management. This research will deal the followings;

i) Decision Making Policy

Decision making process is a crucial for any organistation. At one hand it demands for flexibility and on other hand it also requires a check and balance system.  This research will document the decision-making policy and will identify the changes as indicator for change in Management.

ii) Team Work

Distribution of responsibilities among workers and their relation with each other explains the nature of team work within institution. This research will document the structure of institution, responsibilities and relation among the personals. Changes among these factors will be identified as change in management system.

iii) Working Condtions and Environment

Institutional working condition and environment depends upon salary structure/facilities for staff, differences in salaries, attitude of top level management with staff, understanding of problem facing by staff in work and guidance explains the working conditions and environment of institution. This research will document these factors and changes as indicator for change in management. 

Data Collection

Information will be gathered through;

a) OPP Literature

Review of OPP’s literature will be done to document the history of the program.

b) OPP-OCT documentation

OPP-OCT documentation consists of quarterly reports, profiles of borrowers, case studies of program, budget and accounts and statistical data of the borrowers. Review of these documentations will be done for research.  

c) Interviews 

Interviews will be done with the management and field staffs of OPP-OCT and borrowers in Orangi. 

For replication outside Orangi, visits will be mande to SRSP for interviews and field visits.

Data Analysis

· Changes will be identified through;

· Documentation of process from literature, OPP-OCT documentation and statistics

· Interviews from management

· Changes in different sections like delivery system, recovery system, accounting system and management will be analysed in order to look at the impact.

· Statistical data will be analysed to to explain the nature of growth.

· Institutional strength/ weaknesses will be analysed by relating growth with management factor. 

· Explaining process of institutionalization.

Time Frame

· The Study is likely to take one full person months over a 3 months period starting from Oct. 2002. 

· Lead researcher, Mr. Hari Ram from Social Policy and Development Center (SPDC) has agreed to undertake this study.

· He will create a team of surveyors and other auxiliary staff to collect secondary data, interviews and focus group discussions under his supervision and to compute the data that emerges. 

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

Budget required

1. Researcher’s Fee




Rs. 200,000

2. Direct Cost for visiting institutions and filleds
Rs.   50,000

3. Printing and publication of report


Rs. 150,000

T O T A L


                              Rs.400,000

Research Content

1. Introduction

2. Purpose and Objective

· Mission and Objectives

· Future Plans

3. History and Background

· History OPP-OCT

· Main Phases of microcredit program

· Leadership

4. Institutional strength/Factors

· Legal Structure 

· Organisational Structure

· Human Resource Management

5. Loan Disbursement and Outreach

· Procedure for loan delivery

· Outreach of the program

· Economic Profile of Clients

6. Financial Performance

· Annual Growth of micro finance program

· Income statement and balance sheets

· Loan Portfolio Analysis

7. Replication of OPP’s Microfinance Program

8. Community’s Experience with Micro credit

· 20 Successful case studies

· 20 Unsuccessful case studies

9. Policy Recommendations and Suggestions
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 120,000 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 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 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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