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Editor’s Preface

Providing the poor with access to financial services is one way to help increase their incomes and productivity. But in many countries traditional financial institutions have failed to do this. Microcredit and cooperative programs fill this gap, providing credit to those who lack access to formal financial institutions.

Although the accrued benefits to borrowers and society justify microcredit program interventions, many programs are subsidized by government and international lenders. For microcredit programs must attain full self-sustainability, that is, the ability to provide self-sustainable financial services to clients without help from donors subsidy dependency. This makes microcredit programs less vulnerable to shocks such as the disastrous floods in Bangladesh in 1998.

It must be pointed out here that the  Grameen Bank, cited in the report as baseline for comparison of microcredit programs, has high operating costs. Grameen would be showing steep losses if the bank followed the accounting practices recommended by institutions that help finance microlenders through low-interest loans and private investments. It's impossible to know Grameen's overdue rate, since it reports only loans that are one year and two years overdue. This puts a question mark on the Bank’s claim of 95 per cent pay back rate.

The OCT Micro credit program’s lending is very targeted to the small number of clients it has identified as entrepreneurial, and it is believed that empowering such persons will have spillover effects in the employment of those in tiers below. Based on these descriptions alone, it is evident that the OCT is a very different program in nature, scope and mission than the Grameen Bank. Fundamentally, the OCT aims to facilitate better functioning of clients in the market economy. To this end the philosophy of the program is that "credit is not a welfare activity, but rather a market-based activity, and we need to make clients competent and self-reliant."
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1.
Introduction
In the history and scope of development practice, perhaps no challenge has been more formidable and recalcitrant than the alleviation of poverty. In a world of such great extremes of affluence and well being it has been the collective struggle of such diverse disciplines as public health, economics, development and law to attempt to enhance the capabilities and opportunities of the world’s poor. 

The practice of micro-credit is an effort by the development and finance communities to make "no collateral" loans available to the poor in order to give them the opportunity to create stable income-generating activities. Micro-credit, which was considered an imperative to development since the 1980s, has recently come under critical attack for its limitations in facilitating lasting poverty alleviation. There is thus need for critical reappraisal and this has led to substantial scholarship emerging from the assessment of credit programs throughout the world with an eye to both their strengths and their limitations. This essay critically examines the conditions that affect the outcome of the credit program of the Orangi Pilot Project in Karachi, Pakistan.

The successes and limitations of microcredit delivery under the Orangi Pilot Project, in the squatter settlement of Orangi at the periphery of Karachi, Pakistan is the subject of the study. Primary qualitative data to assess the broad social impacts of credit in the lives of forty-seven men and women interviewed between December 1999 and August 2000 is used. There is a deliberate scrutiny of the social context of Orangi as it impacts the outcome of microcredit delivery in this area. This has been specially undertaken because what is critically absent in many accounts of credit programs is a discussion of their rootedness within a broader social, cultural and political milieu that powerfully affects the outcomes of interventions intended to create sustainable livelihoods. Indeed understanding of micro-credit is hampered by the inattention to context. Thus for this analysis first it is imperative that the OPP’s place within its community be laid out.

A brief description of the Grameen Bank of Bangladesh, perhaps the most famous credit program in the world is given to introduce the concept of micro-credit. The successes of Grameen are highlighted to explain the reason for the replication of Grameen-like micro-credit programs in many developing communities. Then some of the challenges and limitations to the establishment and practice of microcredit in Africa and Latin America will be discussed. This will illustrate the difficulties inherent to implementing credit programs in societies with complex social and economic problems. Similar struggles exist in Orangi and will be described in detail. 

The purpose of this essay is neither to hail the miracles of microcredit, as much of the earlier development literature was inclined to do, nor to discount its utility, but rather to locate the role of credit in the day-to-day realities of a study sample of clients in Orangi. As the literature on microcredit continues to grow and the temptation lingers to make generalizations about its impacts, this essay serves as a reminder that in fact the particularities of time, place and politics have critical impacts on the viability of development interventions.

2.
A Model of Microcredit: The Grameen Bank of Bangladesh

The Grameen Bank of Bangladesh is a microlending institution whose history and current outreach to over 2 million poor Bangladeshi women forms the basis of the almost legendary status it has earned in the development community. The Grameen Bank began as an experimental project of Muhammad Yunus, its founder, in rural Chittagong in 1976. Yunus believed that the poor, long believed to be unworthy of credit and the services of the banking community, were deserving of the confidence of institutions that might help them propel themselves out of poverty. He also believed that small, collateral-free loans to the poor could help them establish sustainable livelihoods and also they would surely pay back their debt. The pilot project testing this hypothesis was so successful that a specialized lending institution was created under a new statute of the Bangladeshi government in 1983 to lend to the poor. 92 per cent of the shares in Grameen Bank are held by its members and the remaining by the Bangladeshi government. The Grameen Bank obtained its initial capital from Bangladeshi commercial banks and international donors and charges its borrowers commercial interest rates on loans.

The Grameen Bank operates predominantly in rural villages (and also a few major cities) throughout Bangladesh and loans 94 per cent of its disbursed funds to women. To be eligible for a loan, an individual must come from a household owning less than 0.5 acres of cultivable land or possessing total assets less than the value of 1.0 acre of land. Women who obtain loans invest seed money into the purchase of raw materials, livestock, poultry or other items required to set up or expand a self-run business (e.g. sewing, poultry farming, textile weaving, milk and egg sales, etc.) With the funds they generate, women are able to both support their families and repay their loans. To ensure that women repay, a kind of social collateral is created through the formation of borrowing groups. This means that women form groups of five prior to applying for loans and accept group responsibility for the repayment of debt. The first member of the group to receive a loan must successfully repay a few weekly installments of her debt before the second member of her group can get her loan. The default of any loanee negatively impacts her and her group’s chances of getting future loan money. A kind of collective peer pressure and simultaneous social support is created through this model of group lending. Mandatory weekly savings plans are created to buffer borrowers from seasonal and other stresses. Borrower groups are required to attend weekly meetings in which loan monies are disbursed and collected, and all borrowers recite the Sixteen Decisions, a kind of social contract to work for the improvement of the health and well being of themselves, their families, and their communities. Though the Grameen Bank has characterized itself as a "credit-only" institution, the Sixteen Decisions serve as regular reminders to its clients of the importance of maintaining safe social and environmental conditions.

The repayment rates of the Grameen borrowers has remained close to 98 per cent for the tenure of the Bank’s existence, and its membership has grown markedly in the past seventeen years. 98 per cent repayment is remarkable considering that private Bangladeshi banks cannot boast the same repayment rates in lending to the wealthy. It is for these reasons that the Grameen Bank has become an international model in sustainable lending to the rural poor. What is interesting is that "Grameen Bank" is a household term in the far corners of Bangladesh and more people seek to become borrowers than can be accommodated at any given moment.

Economic impact studies of the Grameen Bank have shown that members’ time spent in productive labor increases threefold, per capita food consumption in member households increases, and members invest more money into housing, sanitation and children’s education (both female and male.) Studies have postulated that the Grameen Bank is improving the self-perceptions of women and enhancing their status within the family. Women learn financial and business skills, which confer upon them a greater independence from male relatives. Studies have documented that Grameen’s women members have greater exercise over the use of contraception than non-Grameen members which itself suggests women’s empowerment over critical decision-making affecting their own health and that of their families.

A study of ninety-three households of both Grameen Bank and non-Grameen families in 1989 found higher nutritional intakes among Grameen families, with 40 per cent of Grameen members able to fulfill daily calorie requirements compared to 27 per cent of non-Grameen members. The children of Grameen Bank members showed better height for weight, height for age, and weight for age than their non-Grameen counterparts. A smaller percentage of Grameen families were below the poverty line (12% versus 20%,) and Grameen families enjoyed better protection from childhood (e.g. measles, chicken pox) and other diseases, improved sanitary conditions and cleaner drinking water than their counterparts. A separate study by Helen Todd and colleagues of 42 Grameen Bank borrowers and 22 non-borrowers from two villages in Bangladesh found 57.5% of Grameen Bank households above the poverty line in comparison with 18% of control households.

A 1996 World Bank study estimated the influence of borrowing by both women and men under three of Bangladesh’s major credit programs (the Grameen Bank, the Bangladesh Rural Advancement Committee, and the Bangladesh Rural Development Board) on such outcomes as school enrollment of boys and girls; the labor supply of men and women; asset holdings; recent fertility and contraceptive use; consumption; and the anthropometrical status of children. The study concluded that credit provided to women more often has a statistically significant effect on these outcomes than does credit extended to men. Of the three programs studied, the Grameen Bank was found to have the "greatest positive impact on variables associated with household wealth and women’s power and independence" than credit from the other sources. In particular, Grameen credit was found to have the largest impact on girls’ schooling, women’s labor supply, and total household expenditure. None of the data in this study supported the impact of credit on the anthropometrical status of children. 

Mark Pitt and Shahidur Khandker further determined that credit programs in Bangladesh "empower" women by increasing their contribution to household budgets, their hours spent producing for the market, and the total value of their assets. They concluded that in so far as poverty in Bangladesh is represented by low total per capita consumption, credit alleviates poverty by increasing household spending capacity. Interestingly, the researchers found that group-based lending to men had beneficial outcomes on children’s education, contraceptive use, fertility, and total household spending. Though the overall impacts of credit were more pronounced in lending to women than men, lending to both sexes had important social benefits.

Gender-specific impacts of the Grameen Bank have also been described given the heavy emphasis of the Grameen Bank in lending to poor women. Helen Todd’s 1996 study found Grameen women contributing on average 54% of the net earnings of their households, compared with 25% in the control group. Todd further found that women’s self-esteem was "high," insofar as many overestimated their contribution to the household income and reported a sense of centrality and management of household affairs. Todd emphasizes that the functions of credit extend beyond the financial domain to increase social capital and mobility for women, bringing them together in ways that enhance their sense of self and their control over their lives. 

The Grameen Bank has been criticized for its credit-centered approach, and Todd laments the male-dominated hierarchy of management in the Grameen Bank. While other microcredit programs in Bangladesh have increasingly incorporated women and gender training into their administrative structures, Grameen is still a fairly male-led program. The Grameen Bank field site visited in Faridpur in the summer of 2000 employed eleven people, all men. It should be noted that while the Grameen model has been replicated and reformulated in close to seventy countries, many in Latin America and Africa as well as in South Asia, gender dynamics in various sites varies a great deal. I met three African women (i.e. from Ghana, Sierra Leone, and Uganda) at a the Grameen Commonwealth Poverty Dialogue Program in July 2000, all of whom had come to learn how they might direct replication efforts of Grameen programs in their home countries.

3.
Issues and Challenges in the Extension of Microcredit Services in Africa and Latin America
The case example of the Grameen Bank has been described in detail due to the status achieved by the Bank as one of the pre-eminent microfinance institutions in the world. It should be emphasized, however, that not all microfinance institutions employ Grameen-like rules or espouse the female-centered lending philosophy of the Grameen Bank. Microcredit is practiced differently in various communities in response to different cultural, social and other factors that shape the efficacy of particular styles of lending. While a few microlending programs have attained the repayment rate of the Grameen Bank, many have encountered significant obstacles to attaining the success and scale Grameen has enjoyed in Bangladesh.

Lack of access to credit is a major problem in Africa and Latin America as well as throughout Asia. Though the introduction of formal microcredit programs is a fairly new development on the Asian, Latin American, and African continents (dating only a few decades,) informal sources of funds to support micro entrepreneurs have existed for centuries. In Africa, for example, male and female entrepreneurs have traditionally relied on the financial support of extended friend and family networks and have also been financed by rotating savings and credit associations (ROSCAs.) Once in business, entrepreneurs such as traders and tailors have been eligible for some credit through suppliers with whom long-term business relationships are established. 

ROSCAs are popular among micro entrepreneurs throughout the developing world and deserve greater explanation. ROSCAs are groups of individuals formed to promote and protect savings through regular deposits and cyclical payoffs. This means that individuals bound by some common bond such as kinship, occupation or culture agree to pay fixed regular amounts into a growing pool of money, which is alternately given as a lump sum to one member of the group. Individuals are not restricted at all in how they choose to spend the money they receive. ROSCAs are known as merry-go-rounds in Kenya, susu in Ghana, and chiperagani in Malawi. In South Asia, the ROSCA system is also known as the committee system and has existed as a "traditional savings system" for centuries. ROSCA/committee systems traditionally have comprised between twenty and one hundred members and sometimes make loans to members in need who must repay these loans with some interest. 

Individuals not associated with ROSCAs and lacking the support of family and friends are often driven to borrow money from moneylenders, common characters in Africa and South Asia and almost universally disliked for their exploitative practices. Moneylenders are usually the money source of last resort in times of distress, and interest rates charged by moneylenders can approximate 100%. Kabeer and Murthy document that in India, moneylenders have been documented to charge higher interest rates to women or demand sexual services as a means of recouping their loans. Microcredit thus emerges as a very attractive alternative to moneylenders and a source of funds for those individuals lacking access to more traditional funding networks. Individuals applying for microcredit loans in Asia, Latin America, and Africa include traders looking to buy goods in bulk to receive discounts; tailors looking to secure working capital to produce a stock of salable items; carpenters purchasing machinery needed to allow them competitive advantage in the market; and farmers wanting to purchase agricultural inputs or livestock. The Malawi Mudzi Fund in Africa is an example of a credit program established to meet the needs of such borrowers. 

The Malawi Mudzi Fund is an excellent illustration of a credit program that has had a considerable impact in Africa while also facing challenges of scale, enterprise efficiency, and repayment. Planned in 1987, the MMF was the "first attempt by an official aid donor to use the Grameen Bank as an institutional model in another country." The MMF was created through a $900,000 grant from the International Fund for Agricultural Development to the government of Malawi. The program was set up in Southern Malawi because it was believed that high population densities and widespread rural poverty made the characteristics of this region similar to that of the Bangladeshi countryside in which microcredit schemes were expanding rapidly.

The Malawi Mudzi Fund, which has field sites in Chiradzulu and Mangochi Districts and is headquartered in Zomba, expanded rapidly in its first few years of existence and by October of 1990 was serving over 8400 loanees. The program was modeled very closely to the Grameen Bank, and emphasized group lending, weekly meetings, and group member training as Grameen did. Loans were provided to both men and women, predominantly the latter. Individual staff members of the MMF oversaw loan distribution in a broader geographic area than do most Grameen managers, mostly due to lower population density in Malawi and village-level staffing pressures. Disbursement of loans was structured such that borrowers were expected to use their loans within three days of receiving them, as compared to fourteen days in Bangladesh. David Hulme has attributed this policy as a modification "catering to the socioeconomic conditions" in Malawi. It is important to recognize therefore that Grameen replications have made necessary adjustments in practice that respond to the local needs of the communities in which they function. These adjustments have included seasonal loans, varying interest rates, expansion of social programs alongside credit delivery, and new types of lending and savings schemes. The MMF, like the Grameen Bank, offers seasonal loans during high production agricultural cycles to enhance productivity at a time when borrowers may be best able to repay.

Borrowers of the MMF reported "significant increases in household income," and Hulme points out that the vast majority of those who received loans had formally never had access to credit. But it has also been recognized that the MMF was able to serve only a small percentage of those who could benefit from access to credit. The vast majority of borrowers were men and women engaged in trading or simple food processing. The kinds of activities funded included fish, grain and meat trading, maize flour processing, and a very small number of manufacturing projects such as tinsmithing.

Though the MMF substantially benefited its borrowers in enabling them access to credit for business, only a small number of agricultural borrowers used the loans to engage in manufacturing or intensified agricultural production. An important lesson learned from Malawi is that credit alone could not propel borrowers into working in more "efficient" or high-yielding methods than those they already knew. The question emerged of whether delivering credit by itself was enough or whether technical training should also be provided, and if so, by whom? This is a question that has been asked of microcredit programs throughout the world. Indeed, while programs such as the Grameen Bank have continued to focus on credit provision with the assumption that the poor possess the skills necessary to advance themselves, other institutions such as the Bangladesh Rural Advancement Committee provide credit-plus training packages and design interventions in health, education and technical skill-building in the communities in which they provide credit. Not all credit programs believe it to be the capacity or scope of one institution to deliver different kinds of economic and social services.

Beyond technologic training of borrowers, the MMF faced challenges in achieving the repayment rates Grameen Bank had sustained. Though repayment rates were close to 100% in the first three months of operation, by 1990 rates were down to about 89%. Male borrowers_ repayments rates were lower than that of female borrowers, suggesting that the Grameen model of lending to women was one of enhanced efficiency. Replication projects of Grameen including a Malaysian program called Amanah Ikhtiar Malaysia have confirmed that "concentration of female loanees correlates positively with repayment."

Another challenge faced by the MMF was recovery of loan monies during seasonal variations in the food market such as in fish breeding season. Since producers of food relied on market returns to repay loans, and seasonal changes are uncontrollable in the food business, there were lower incomes and repayments in winter months. One would imagine that such problems could likely be faced by many microcredit programs in Africa and beyond. In Orangi, variation in loan recovery was powerfully influenced by seasonal and market variations and general economic instability in the local economy. These issues will be explored later in the essay. 

4.
The Challenge of Scope
Bolivian case studies illustrate two further points about microcredit that deserve special mention: the heterogeneity of credit programs and the challenge faced by practitioners to reach the poorest of the poor. Indeed, excitement in Latin America for microcredit programs has grown considerably in the past two decades, and the commitment of the attendees of the Microcredit Summit in Washington, DC in 1997 to rally support for the expansion of microcredit to 100 million poor households worldwide fueled some of the efforts in this area. Visibility of microcredit in Latin America stems from the fame of a few of the best known micro finance institutions, which include BancoSol, Caja Los Andes, PRODEM, FIE and Sartawi in Bolivia; Caja Social in Colombia; ADEMI in the Dominican Republic; Compartamos in Mexico; and ACP/MiBanco in Peru.

Bolivian case studies demonstrate the earlier argument that a wide heterogeneity of microcredit programs exist, working in large part to ameliorate the wide income distributions in countries that are generally poor. In Bolivia, microcredit is delivered by a Grameen Bank-like group model in BancoSol and PRODEM, while individual loans are provided to clients in FIE, Caja Los Andes, and Sartawi. PRODEM is in fact a replica program of the Grameen Bank. PRODEM and Sartawi are rural lending programs, while BancoSol, FIE and Caja Los Andes disburse loans in the urban center of La Paz. All five programs have attained high outreach and sustainability (i.e. through repayment) and all work in "niches untouched by traditional banks." Unlike Malawi and Africa as a whole, microcredit provision in Bolivia is perhaps the densest in the world, with over thirty credit programs operating in the country.

Despite data collected demonstrating that the outreach, impacts and sustainability of microcredit programs in Bolivia are all favorable, Navajas et al. have demonstrated that the bulk of credit awarded there benefits the "richest of the poor" and the "poorest of the rich," that is, individuals at or just below the poverty line. The poorest of the poor have therefore been excluded from receiving loans or simply have not applied. Navajas et al. could not determine which of the two happens more often. Comparative studies of microcredit programs in South Asia also reveal that it is the "middle and upper income poor" which are able to take advantage of credit programs and generate income. It is intuitive that the most destitute individuals in any society may be so hard-pressed for funds that they would likely spend loan monies on the satisfaction of immediate needs, such as food purchase. What is more, conditions of infirmity or disability, age or vulnerability creating destitute poverty might be the same conditions explaining an individual’s lack of capacity to work and generate income. From the credit program’s point of view, the most indigent populations are unreliable and frequently "vagabond" populations lacking the stability to make loan payments even if they so desired (e.g. bad credit risks.) From the perspective of the most indigent, microenterprise establishment may be viewed as physically, materially and even intellectually unattainable or undesirable. Clearly, the most destitute in any population require more than credit if they are to flourish.

This limited discussion of successes and challenges faced by Malawian and Bolivian credit programs in extending credit services to the poor in their communities illustrates some of the difficulties inherent to providing credit to the most needy of populations, and to recognizing the vulnerability of poor populations to pressures imposed by market and seasonal instability. These themes will be revisited and expanded in the subsequent discussion of the impacts and challenges of credit delivery in Orangi.

5.
The OPP-OCT Microcredit Program: Background
The Orangi Pilot Project is a non-governmental development institution created in 1980 and located in Orangi, a squatter settlement at the border of the city of Karachi, Pakistan. The OPP engages in a multiplicity of programs that have evolved over time, including low-cost sanitation (1981,) health and family planning (1985,) microenterprise credit (1987,) education (1987,) low-cost housing (1988,) social forestry (1990-1997,) and rural development (1992.) Each program is independently managed and operated, with different staff, operating budgets, and office space. The programs provide services to residents of Orangi and outlying communities. 

The OPP was founded in 1980 under the leadership of Akhtar Hameed Khan, who had previously worked with the Comilla Academy in Bangladesh. The Orangi Charitable Trust emerged as its microcredit arm in 1987. The OCT was initially funded by loans from Pakistani banks, which it re-circulated as microloans with no collateral required. Its funding base has expanded considerably since then, encompassing such agencies as, the World Bank, the Bank of Cooperatives, the Infaq Foundation (formerly BCCI,) and others. 

Through donations from programs such as these, the OCT emerged as a viable, independent entity, with its own equity. There is an apparently "hands-off" relationship between the OPP and its donors, and the OPP staff with whom I spoke felt little obligation to steer programs in donor-driven pathways. Donors are regularly informed of the OCT’s programs through quarterly reports, and it appears that there is little donor involvement in the day-to-day operations of the OCT. Instead, the OPP’s program direction seems much more powerfully motivated by Akhtar Hameed Khan’s spiritual legacy and desire to foster self-help among the enterprising poor. The OCT, and the OPP as a whole, have undergone recent changes in leadership and direction with the death of the OPP founder, Dr. Khan, on October 10, 1999. 

The OPP views itself as a "research institution" which aims first to study the problems facing the Orangi community and then, through "prolonged action research and extensive education," to help identify solutions. Rather than seeking to initiate the construction of sewage lines, the founding of clinics or schools, or the creation of employment vectors, the OPP promotes community organization and empowerment (through technical guidance) so as to foster the growth of such entities on a grassroots level. Overall, the goal of the OPP’s various programs are to preferentially support effective existing structures rather than create new ones. Among the model programs developed under the OPP’s guidance, the sanitation program is perhaps the best known. This program has facilitated the establishment of pour-flush latrines and underground sewage pipelines in over a million households since 1980. The program has involved mainly community members themselves and not a high-level team of "experts." In the realm of credit, the OCT and its social impacts in Orangi have been little studied in the fourteen years micro lending has been a priority of the OPP.

The self-help doctrine of the OPP, first articulated by Akhtar Hameed Khan, goes a long way to explaining the nature of microcredit lending awarded through the program. The OPP-OCT, one of the OPP institution, seeks to provide credit as means of facilitating the movement of the entrepreneurial poor into better conditions. There is little concern to identify "the poorest of the poor" or to single out women, but instead the implicit desire to find those persons who have the skills to create successful ventures from small seed money. Unlike the Grameen Bank, the OPP-OCT does not harbor the long-term view that it can eliminate poverty but rather boasts its success in providing enterprising, working class poor persons who require small assistance with working capital to move forward. 

The OPP-OCT and the Grameen Bank are very dissimilar organizations, though it was apparent that each knew of and highly regarded the other. The Grameen Bank is a primarily rural lending program that has reached massive scale in Bangladesh based on a model of group lending to predominantly women with the overall goal of poverty alleviation. In contrast, the OPP-OCT lends to individuals with no gender selectivity and aims to promote community-building in Orangi with no vision of massive expansion. It is a very local institution, drawing from local neighborhoods in its staffing and program design, and aims to serve as a local resource, not a template for massive replication or broad social change. The impacts of the OPP-OCT’s lending program, like that of Grameen Bank, extend far beyond economics alone. 

6.
The Orangi Landscape and the Nature of Lending
Orangi is the largest katchi abadi in Karachi, established about twenty-seven years ago. Katchi abadis are squatter settlements that have grown throughout Pakistan in response to a mismatch between formal sector initiated housing construction of 180,000 units per year and a demand for 428,000 such units. A total of over 3,000 squatter settlements exist in Pakistan, with a population of over seven million, which is 22 per cent of the nation’s total urban population. The growth of katchi abadis is estimated to be over 10 per cent a year against a total urban growth of just under five percent. The population of Orangi is estimated to be around one million people, and consists of mohajirs (old Indian immigrants,) Biharis (immigrants from Bangladesh,) Pathans (immigrants from the North frontier provinces,) and Punjabis, Balochis, and Sindhis. The majority of persons are of the working classes. 

The OPP was founded at a time when many facilities and services in Orangi had been established by its own residents, largely without the help of Karachi’s municipal authorities. Khan states he came to OPP to discover that over 95,000 homes, 509 private schools, 646 private clinics, and over 11,000 shops, workshops and micro enterprises employing "thousands of families" had been established without the city’s input. To meet the "most urgent requirement of the katchi abadis," namely employment, the OPP-OCT set up its family enterprises/microcredit program in 1987. It was observed that the families of Orangi had already turned their homes into highly efficient workshops, with male and female employment, but the capacity to expand business was limited by minimal access to credit on fair terms. Commercial bank formalities and collateral demands were beyond the capacity of most of Orangi’s families. It was for this reason that the provision of microcredit to Orangi’s working poor at commercial interest rates had the potential to produce a measurable impact in household economies and increase productivity of home businesses. The Orangi Pilot Project-Orangi Charitable Trust (OPP-OCT) was founded in 1987 to meet the credit needs of Orangi’s working poor. As of 31 December 2000, the OCT had administered 7,439 loans of which 964 accounts were still open.

The target clientele of the OPP-OCT’s lending program are the entrepreneurial, working poor. Unlike other lending programs such as at the Grameen Bank, the OPP-OCT makes no specific effort to identify the most indigent populations but rather to support ongoing business ventures in families who require working capital to flourish. As previously noted, there is no gender-specific policy of lending or quotas regarding the distribution of loans to men and women. In fact, OPP-OCT Director Anwar Rashid pointed out that he felt that programs lending to women specifically often observed women borrowing money on behalf of husbands who beat them if they made demands for repayment when the men could not comply. Rashid argued that lending to men or women ultimately served to strengthen family units, which empowered everyone. 

The OPP-OCT lends to individuals, not groups, largely due to the "individualistic culture of the community" and the belief of the program that group lending would simply not work. Interestingly, there is no explicit mission at the OPP to effect broad-based poverty alleviation or even to change political and cultural obstacles to economic development. The OPP-OCT’s lending is very targeted to the small number of clients it has identified as entrepreneurial, and it is believed that empowering such persons will have spillover effects in the employment of those in tiers below. Based on these descriptions alone, it is evident that the OPP-OCT is a very different program in nature, scope and mission than the Grameen Bank. Fundamentally, the OPP-OCT does not articulate an overarching conception of poverty and what causes it but rather aims to facilitate better functioning of clients in the market economy. Anwar Rashid stated that "credit is not a welfare activity, but rather a market-based activity, and we need to make clients competent and self-reliant."

From 1987 to 1991, the Orangi Charitable Trust disbursed loans within Orangi only, and later expanded its clientele to encompass small farmers, herders, and traders of Karachi Goths (villages) and to NGOs in the Sindh and Punjab districts. The expansion beyond Orangi was prompted primarily by donor encouragement, but has since been retracted due to the lack of success of remote ventures. In 1990, the World Bank selected the OPP-OCT as one of its four sponsored micro enterprise projects. To date, the World Bank has donated 8.95 million rupees to the OCT in "revolving funds."

A recent quarterly report of the OPP-OCT expresses disappointment with partnering NGOs, explaining that they readily borrow and slowly recover loan money. OCT managers have decided that they will not expand loan operations outside Orangi for the next one to two years for this reason. Careful scrutiny of all accounts of defaulters is conducted at the OPP-OCT office, where bad debt cases are classified as "absconders, incompetent, or unfortunate." These default accounts are closely monitored over time and closed if they are deemed irreparable. While the OPP-OCT office noted that only a small portion of loan recipients were in fact absconders, they had a less concrete sense of what accounted for the failure of clients deemed incompetent or unfortunate. Of the 398 defaulters between September 1987 and December 2000, causes of credit failure documented by the OPP-OCT included murder; natural death; disability or illness; fire, theft, or extortion; drug addiction; family disaster; or business slow-down. While it was evident that OPP-OCT supervisors monitored clients carefully and attempted to make concessions to those clients enduring hardship, it was not clear that there were mechanisms in place to facilitate enhanced business performance or help clients avoid problems in the first place. The OPP-OCT staff appeared to view their role as that of financial agents, not as educators or social revolutionaries. Attention to the socio-cultural aspects of loan success and failure, while of interest to the program, appeared outside its desired purview.

There is little written about the qualitative and broad social impacts of the OPP-OCT’s microcredit loan program on the well-being of Orangi’s working entrepreneurs. Literature produced by the OPP-OCT itself highlights clients’ financial gains with much less attention to social changes and the broader context of clients’ lives. It is perhaps accurate to argue, as does Helen Todd about the Grameen Bank, that the OPP-OCT has been "much written about but little researched." The second part of this paper is at attempt to shed some light on the multiplicity of outcomes of microcredit in the lives of a small number of current loanees of the OPP-OCT. 

Microcredit under the OPP-OCT: Impacts, Constraints and Core Challenges

Qualitative data generated in the process of conducting forty-four interviews of men, women and married couples who were current or previous borrowers of the OPP-OCT in the period December 1999-August 2000 was analysed. Among the OPP-OCT client population, 19 women, 22 men and three couples were interviewed (resulting in a net total of forty-seven interviewees, 22 women and 25 men.) The goal was to arrive at an overall understanding of the impact and constraints of microcredit as an instrument of poverty alleviation in Orangi. Special efforts were made to identify factors complicating the borrowing process that were outside the control of the loan program, such as social and political pressures on the client population.

In addition to the interviews with clients, fifteen interviews (untaped) were conducted with Orangi Charitable Trust staff, of which seven were with the Director, Anwar Rashid; three with the Loan Officer Naila Ghyas; three with a Loan Manager, Alauddin; one with the Director of the Health Program, Dr. Shamin Zainuddin Khan; and one with another student visiting/studying the OPP-OCT from Yale University, Waleed bin Ziad. These interviews form the basis of very useful background information regarding the mission, purpose and function of the opp-OCT and regarding the social, health and economic indicators and challenges of the community in which the credit program functions.

Client interviews first explored the reason for taking microcredit loans and the application of these loans in productive enterprises. The clients interviewed were involved in a number of occupations, including sewing, embroidery, electronics parts manufacturing, mirror production, general store management, unstitched cloth wholesaling, car ornament production, incense production, broom assembly and sales, kulfi ice cream vending, and vegetable vending. Given the urban location of Orangi, it is not surprising that there were no agriculture-based enterprises in the study sample. 

All clients reported having heard of the OPP-OCT through a neighbor or relative and many interviewees were repeat borrowers. The conditions under which loans were first sought generally involved unusually acute financial hardship, from which relief was expected through the acquisition of a loan.

Sumaya, one female client who took her first loan from the OPP-OCT in 1987 to start a ready-made garments business, contrasted her family’s desperate state prior to borrowing with their relative comfort afterwards:

My husband wandered seeking employment for five years. There was no hope of income from anywhere, so I started sewing to make ends meet. My parents helped us out a little bit. Someone would buy us flour here and there and then we took a loan from the OPP-OCT for Rs.5000. We started a ready-made garments business. We didn’t have to seek another loan for 8-9 years. We could pay our monthly installments and also make a profit.

Fareeda, another female interviewee whose husband took his first loan three years ago, stated that her family’s extreme poverty, which forced her children to drop out of school, had prompted her husband to seek a loan:

My children left school because of our lack of income. I was sewing at the time also. And we had just had to make payments for our house. So every pressure was on us then. We were in deep debt, so our son had to leave school and seek day labor. He worked for a long time. His employers were unkind to him, so he encouraged his father to take a loan [to start a home business.]

Other clients spoke of the lack of capital for business expansion or initiation as the basis for their first loan application. Though the OPP-OCT does not have income or asset cutoffs that restrict loan eligibility, it generally does not give loans in excess of Rs.20,000  to first-time borrowers and Rs.50,000 to any single client. These loan disbursements are attractive, therefore, to only those with low income and limited access to the commercial banking sector.

The process of loan application at the OPP-OCT is two-tiered. First-time loan applicants are required to fill out application materials and obtain character references from two guarantors, who are generally current clients of the OPP-OCT in good standing. Repeat loan applicants who have demonstrated a regular and consistent repayment record are allowed to apply for increased loan amounts (up to a maximum of Rs.50,000 at present) and do not require character references. First-time applicants who are unable to solicit the support of a guarantor may be extended a loan after extensive investigation of the applicant’s business and home community is made by one of the OPP-OCT’s loan supervisors.

Social Impacts of OPP-OCT Loans

The majority of literature produced by the OPP-OCT and those who have studied it document the impressive expansion of business enterprises made possible through the extension of loans by the OPP-OCT to the entrepreneurial working class. The data collected by the author corroborates this phenomenon and also reveals the broad social impact of credit in improving the day-to-day survival and well-being of families in the study population.

Female and male interviewees observed several major impacts of microcredit, organized under three broad themes: improved physical and mental health; better and more dignified work; and increased social and community participation. Each broad theme will be elaborated in turn.

Improved Physical and Mental Health

The most salient tangible benefit of credit described by interviewees concerned food security and improved household nutrition. The majority of interviewees described improved and increased food availability in their homes, and a greater sense of reassurance about their next meal, since the inception of their first loan. Sumaya’s example well illustrates this point. Sumaya, her husband, and their six children ages 6-18, run a general store in Orangi, the capital for which was generated by the receipt of a 10,000 rupee loan four years ago and the sale of Sumaya’s own jewelry. When asked what the most significant impact of credit had been to her family of eight people (six children, and two adults,) Sumaya replied:

The greatest benefit is that my children now eat three times a day. When we didn’t have the means, they ate twice a day. Now they are allowed an extra meal.

Sumaya proceeded to describe the usual diet of her family: roti (unleavened bread) in the morning, vegetables or daal (lentils) in the afternoon and evening, and on a very special day, perhaps one meal with meat. This is a fairly typical diet among the population interviewed, insofar as one meal prepared in the afternoon is consumed for lunch and dinner to reduce food costs. The majority of Orangi’s families, Sumaya accepted, do not have a refrigerator. Meat was considered a luxury item for Sumaya but she stated that she felt she had to buy meat every so often to please her children and alleviate their unhappiness that other families could eat meat while theirs could not. Sumaya and many other interviewees emphasized this idea of social conformity as important, particularly with respect to the contentment of young children. Though Sumaya described the current economic state of her family as hand-to-mouth, she emphasized that they simply could not have survived without the loan for the general store. Sumaya’s family was currently borrowing its fourth loan, the most recent for Rs.50,000, with which they had bought a deep refrigerator for their store so that they could sell cold beverages.

Rafia, a client of the OPP-OCT, currently repaying her fourth loan, supporting the home production of incense, described desperate conditions in her home prior to her first loan, including such severe malnutrition that her children were always "lethargic" and immobile and she was chronically "emaciated." These conditions were brought about by the loss of her husband’s job and his subsequent long-time unemployment during periods of political violence in Orangi, which have been recurrent in recent decades. Rafia described her physical weakness as so severe as to have compromised two of her pregnancies, which ended in miscarriage. She stated:

Well, first we had no money to eat. [The neighbors] would see the desperate state of our house and bring over food so the kids could eat. We would eat chutney every day. We couldn’t afford daal. When we took the first loan, the first thing we did was buy food for the house. Then we bought small things we needed to make incense, and had packets printed. Once that was done, our goods kept selling and Masha-Allah they keep selling. We get enough money that we don’t have to worry about food. There is nothing lacking in our diet now, and I am much better too. I was all bones before.

In addition to improved diet, Rafia emphasized her greater ability after taking the loan to dress her children appropriately and purchase household essentials such as bedding and blankets for the cold weather. These purchases have augmented the health and well-being of Rafia’s children.

We used to sleep at night, just like that. Someone was shivering, another said, “Mom! I need a blanket”, another said, “There is nothing to put underneath me”. Our conditions were very bad. Now I am free of every worry. I dress my children in nice clothes, compared to before.

In the course of the research, it was common to hear accounts of women who sacrificed their own nutrition, new clothing, or other basic necessities to better supply their children, as Rafia described in her own history. The well-being of the mother in the family emerged as a kind of marker for the overall well-being of the family. Rafia’s own proud descriptions of her current good health was a measure that indeed, much had improved in her life since having taken the loan.

 Closely associated with improved household diet and food security was the marked psychosocial benefit of participation in credit programs. Specifically, interviewees spoke of an overall reduction in survival anxiety that accompanies the receipt of a loan. This anxiety stemmed in large part from the turbulence of the Orangi political and economic climate.

 In recent years, law and order in Orangi has regularly been compromised in political and ethnic violence that has erupted in the streets, often forcing the closure of markets and businesses for weeks to months at a time. The violence has traditionally erupted between government police and rebels of the Mohajir Qaumi Movement (MQM), a group of migrants from India who moved to Pakistan after the 1947 partition. There have been regular conflicts between the Urdu-speaking MQM, local Sindhis, and police since 1985, leaving many casualties and creating a climate of fear in Orangi so severe that many have considered it a "no-go zone." In the eighteen months preceding July 1995, over 2000 deaths occurred in the midst of this ethnic violence, with each side blaming the other. Some blamed the Afghan war for allowing the unchecked flow of automatic firearms and explosives, which spilled all over South Asia. The arrival of such weaponry also led to the rise of armed gangs, especially among the poor and unemployed youth. Reconciliation between factional groups has been made all the more difficult by lack of stable democratic government in Pakistan during the past several decades.

Ethnic and political violence, coupled with governmental instability and the routine crises of Orangi that include mass unemployment or underemployment and very high national inflation, have made for very stressful living conditions and have threatened even those whose jobs or businesses have heretofore been secure. For those individuals subsisting hand-to-mouth and relying on credit loans to keep their families afloat, recent months have been particularly stressful.

In the summer of 2000, a measure imposed by the newly empowered military dictator Parvez Musharraf to collect past-due income taxes from large merchants throughout Pakistan resulted in a large number of business strikes and market shutdowns throughout all major cities in the country. In Orangi, credit recipients who supplied goods to local businesses were severely affected by the strikes and often commented on the struggle they faced to make ends meet. 

Reflecting on political conditions in Karachi, Masood, a 38 year-old manufacturer of burnished leather goods and shoes and OPP-OCT client who works from a factory built adjacent to his home, commented that:

The main issue is that if political/governmental conditions are stable, the population will automatically be content. Pakistan-India tensions erupt, last month the tax crisis started. When big merchants close their shops, all the market conditions are destroyed. If the conditions were stable and the wageworker could earn his daily living, everyone would be happy. I go to Sindh for my business. In Karachi, my income is next to nil. I used to supply goods to Karachi, but since conditions turned sour four years ago I have given up all dealings with merchants here. I used to take my goods to them and firing started, businesses closed down. Three days later, the businesses would reopen, bullets would fly, and they would close again one hour later. I couldn’t afford to have my goods and money held up with local merchants.

Masood further explained that he had had to close the shop he had opened in Orangi five years ago during a period of heightened violence. There had been firings and theft in the neighborhood and Rs.25,000 worth of his own materials were looted from the store. The loss of so much merchandise and a stable work atmosphere limited Masood’s ability to repay the loan he had taken from the OPP-OCT at the time, but he did eventually complete his loan payments and qualified for another loan.

Under conditions as turbulent as those Masood describes, the OPP-OCT’s loans provide a kind of buffer from calamity and an assurance that working families will not starve to death. Credit helps extend the period of unemployment or underemployment a family can endure before suffering severe hardship, and provides them seed money or working capital at times when income is sporadic or ‘held up’. Masood stated:

By taking a loan, especially among poor people like us, one gets quite a bit of support. Like now, we have a shortage of working capital. If I had the money I could be employing 6-8 assistants to help in the factory. I could only work for a week this month, because I didn’t have money for raw materials. For the past few months, my income from the markets has been minimal, but my stomach stills needs to be full, and expenses need to met somehow. Taking a loan gives us poor people a great deal of support. We have no collateral to give in exchange for a loan from a bank, [so the OPP-OCT is a great venue.]

Several OPP-OCT clients emphasized the tremendous "peace of mind" or reduction in anxiety afforded by loans, which allowed them to live with at least the security of knowing an income could be assured for a few days in case emergency or crisis struck. Rather than planning and worrying about the next meal, credit helped to buffer families for a few days and plan for longer-term needs. Nasreen, a forty-five year old married woman with five daughters, explained that credit had allowed her to start her own tailoring business and supported the purchase of vegetables that her husband sells on the street. She explained that her business generates enough income for her that her day-to-day survival is assured and she can plan for her daughters’ future needs, the most costly of which would be their weddings;

Financially, I am better off [since taking the loan] and my mind is at ease. I am benefiting through my business and also with the reduced anxiety about my children. My income has doubled from about Rs.100/day to as much as Rs.200/day. In five years I plan to invest in my daughters’ weddings. The tension in my house has been much reduced. When there is prosperity, everyone is happier. We look at our children and think, “we can’t give them everything they want, but at least we can give them something”.

The reduction of psychological stress due to credit, as cited by Nasreen, was echoed in many other interviews I conducted. It became very clear that the burden of stress on poor families introduced by financial insecurity was at times so great as to cause enormous physical and emotional suffering. Masood, cited above, provided a detailed account of the debilitation he had suffered during times of economic uncertainty;

Thinking of market and financial conditions makes me ill sometimes. I don’t have enough wealth that periodic unemployment won’t destroy me. When you are the sole breadwinner, you really take on a lot of tension. I get sick and depressed. Recently I got so sick that I was bedridden for three months, you know, the kind of sickness you get from tension. I looked at the conditions of my life and took to bed.

For Masood and others like him, the protection afforded by credit against market instability represents therefore a substantial buffer against both physical and emotional ill-health. It is a protection against the uncertainties of life common among the poor and especially common among Orangi’s poor, who are vulnerable to severe political and market stresses.

Better and More Dignified Work: the Employment-related Impacts of Credit

Many OPP-OCT clients described the instrumental role microcredit had had in allowing them to increase and improve the scope and efficiency of their businesses. While these micro-entrepreneurs may previously have had a small enterprise with low profitability and no means to expand (i.e. no working capital) microcredit has enabled the purchase of more materials, more manufacturing equipments and a better variety of goods, all of which promote business expansion.

An excellent example of such progressive business growth was provided by Mateen, a forty year-old cloth vendor currently repaying his fifth loan to the OCT. Mateen had always sold cloth, but could not afford to buy it in bulk for a substantial savings until he began taking loans from the OCT. His most recent loan of Rs.50,000 from the OPP-OCT has allowed him to make several trips a year to Faisalabad (in the Punjab) where he purchases cloth at Rs.2/yard less than in Karachi. He is then able to sell cloth at discounted prices in Karachi and still make a profit. This attracts a wide clientele, and Mateen is able to sell his cloth in multiple open markets throughout Orangi. Mateen is able, under favorable market conditions, to earn enough profit that he can also invest some savings into a committee(chit fund), from which he occasionally gets large payoffs that help him expand his business;

It’s just natural that when I take a loan from OPP-OCT, I can buy more material, make more sales, and earn a greater profit& When you earn a bit more in your business, you can make household purchases of necessities such as a fan or a television and I also put money into three or four committees (chit fund) [to expand my business.]

The capacity for increased business productivity fosters not only the continued expansion of micro enterprises, but also the attainment of market credibility and higher status of micro entrepreneurs in the merchant community. Stated Afan, a thirty five year-old man who took his first loan with no working capital and now runs a successful leather purse factory with two brothers;

Now we have a position and have earned credibility in the market. We work well, have educated ourselves, and produce good materials. This is why there are always lots of orders for us to produce more. Sometimes we find ourselves unable to expand as much as we want to. But people respect us, because we are honest and do good work.

Afan’s success benefits not only himself and his family, but also engages between ten and twenty young men in paid labor that allows them to supplement the incomes of their own families. One of the underreported and substantial impacts of credit in Orangi, then, is the engagement of multiple families in productive and income-generating activity: the entrepreneur, his or her siblings and their families, and the families of men and women employed as assistants in the micro business. Interestingly, Afan is considered one of the OCT’s "failed clients" in that he was unable to repay his initial loan in a timely manner due to limited business knowledge and slow work expansion. Though this business has since become successful and profitable, Afan continues to be rejected by the OCT for additional loans. 

Faisal, a forty two year-old male who took his first loan from the OPP-OCT six years ago to strengthen a tailoring business in Orangi, has since expanded his business to four stores employing fourteen young men in stitching, embroidery, and thread and button sales. He emphasized his continued efforts to turn a profit and remain successful so that he could continue to support the livelihoods of the young men he was paying:

The boys who work with me, it is for their daily survival. If my business operates it is to the benefit of someone’s daily bread. If I have to lay one of my workers off, their survival is jeopardized. That is why I run around, for these boys’ sake. That I should do well so that they can also do well.

Credit in Orangi is therefore critical to the prosperity of not only its direct clients but to its numerous indirect beneficiaries whose livelihoods depend on income from credit-expanded businesses. The sentiment Faisal expressed of wanting to maintain his employees’ income was echoed by nearly all the OCT clients interviewed who had hired help. There was a collective recognition that the population of Orangi as a whole suffers in times of stress and that smaller wage-earners are the most vulnerable to suffering in times of instability.

The effects of credit on employment extend beyond productivity to greatly enhance the quality of work experience enjoyed by Orangi's poor. The extension of credit to the working poor changes not only the scope and efficiency of employment but also offers the opportunity to work for oneself and to escape the danger, misery, or indignity of employment by others. 

Rafia, who works with her husband to produce and market incense in the Orangi community, stated that she had made incense alone and on a smaller scale prior to taking a loan from the OPP-OCT. She decided to expand the business so that her husband could quit a job that was jeopardizing his safety:

[Before,] my husband was working in a rolling mill. Then he got burned very badly, and I told him to stop working there. I said, “quit. Uselessly you put your life at risk in this job.” Now we work together& We earn enough money that we don’t have to worry.

Rafia also described the uncertainty her family faced when her husband worked at the mill regarding the level of income they could expect to procure. Electricity failures or strikes would reduce income by half or two-thirds in any given week. This made household budgeting extremely difficult and threatened survival. She emphasized that the home business was much more stable and predictable and improved the quality of her husband’s working conditions substantially.

Fareeda, whose family makes brooms and supplies them to local markets, explained that the opportunity for self-employment has dramatically improved the working hours of her husband and son and also increased the dignity of the work environment. She explained that her son had faced humiliation and abuse when employed as a day-laborer for a local merchant, and that working at home has significantly improved his lot:

My son was employed [by another man.] One time he was verbally abused on the job. He was forced to quit. [Since we started our own business,] we have not needed to rely on others. My son_s previous boss told him to return to work. But my son said, “when I work, I do not tolerate the abuse of others. I work hard, and you did not pay me.”  Now my son and husband run their own business and have rented their own store. 

Fareeda went on to explain that her husband and son can work fewer hours and live a more comfortable life when they are self-employed.

When they worked outside, as hired help, they left work at six o’clock every morning. Now they can wake up at seven and can travel less far to get to work. There is a lot of difference in our life. They do their own work, and thank God, they are not forced to tolerate anyone’s criticism or abuse. There is a lot of difference between working for someone else and working for yourself.

In Orangi, the working poor are vulnerable not only to unpredictable market conditions but to the exploitation of employers and merchants to whom they supply labor and goods. Fareeda’s account of the abuse and suffering endured by her son while employed by another man, ameliorated by the chance to work for oneself and earn a decent wage, demonstrates a kind of increased self-mastery and empowerment associated with improved economic opportunities. Credit can be viewed as an inroad to both higher income and greater self-determination, which promises at least the chance of improved health and psychosocial outcomes. 

Increased Social and Community Participation

A subtle but pervasive theme across several interviews was the importance of community participation and hospitality to guests among Orangi’s working poor, and the role of credit in fostering this activity. By community participation means engagement in social networks, holiday parties, and/or weddings or simply the visitation of relatives and in-laws. There appeared to be a cultural imperative for Orangi residents to interact with the outside world in their finest attire, bearing gifts or bringing food. As well, hospitality toward guests in one’s home involved serving the best food one could afford.

The conditions of poverty in Orangi seem not to have muted traditions of community participation or their attendant requirements of social spending, but rather complicated struggling families’ ability to comply. In particular, the interviewees emphasized the difficulty of going anywhere on a social basis or even of having guests in one’s home while one is suffering economic hardship. This is because of the shame associated with not being able to dress as one feels she should, offer guests a high quality of food and drink, or take a suitable gift to a wedding or Eid party. In lean times, interviewees described social isolation and the avoidance of parties or weddings. Mateen, a cloth wholesaler, described getting angry at his wife and children when they asked to go out on social visits during times of economic hardship;

When times are rough, we just pray. When my household members say they want to go out [on social calls] there is strife and conflict in the household. I tell them, “when I have money, I can give you what you need to spend, but I don’t have such resources now.”

Rafia’s incense business has provided her the income she requires to become a more active and better respected part of the social network of her family, which includes eight siblings whose families live close to hers;

I have a sister who gave me a lot of trouble. When our conditions were bad, she bothered us a lot. She told everyone about our state, that they are like this, that they are hungry & We didn’t come and go when I was poorer. I used to say, “if we have nothing, what’s the point of going?” When we wore old clothes, my family used to make small talk/gossip.

Now, when we go to a party, my glory is in a place of its own. I can give good gifts to my nieces and nephews. I dress my children in nice clothes, compared to earlier.

Abdul, a car ornament maker, observed that his new found prosperity, afforded by the procurement of a loan, allows him to entertain guests in his home with pride and provide assistance to those loved ones most in need;

First we used to eat daal and roti, and now we can also eat chicken sometimes. We can often invite guests and take good care of them. I am able to provide economic support to my extended family, my sister and my poor neighbors. 

The role of credit in both affording inroads to social networks for borrowers and strengthening networks through the empowerment of some individuals to help others, as Abdul articulates, is an important component of the community impact of credit that has been little described in the literature. When viewed in parallel to the previous observation that credit also helps its borrowers to employ other needy community members in gainful employment, it becomes evident that the role of credit extends beyond the individual or even the household to have spillover effects in the community-at large.

Constraints on Microcredit as a Mechanism of Poverty Alleviation in Orangi

The constraints faced by this population in expanding their enterprises and extending the impact of credit to further augment the well-being of their families centers around structural and social limitations to economic and social development in Orangi. These while not directly associated with to the procurement of loans do affect the success of loan-based enterprises and uses of loan-dependent income. The constraints identified can be organized under three themes: structural/ macroeconomic; poverty-related; and socio-cultural. 

Structural Limitations: Violence, Inflation and Unemployment

Among the most salient constraints to the success of credit ventures in Orangi are contextual and/or macroeconomic factors that limit the capacity of individuals to work productively, whether for fear of bodily harm or for lack of opportunity.

Political violence in Orangi has been introduced above in discussions of the anxieties for day-today survival faced by the working class. Indeed, the political violence of recent years has had profound psychologic and economic impacts on the well-being of the population interviewed. Instability in politics has produced factional fighting, firings and strikes that have shut down markets in Orangi for periods of weeks to months.

It can be easily imagined that the effect of market shutdowns on working poor families, struggling daily to make ends meet, has been profound. The interviewees described periods of months to years during which loan repayment and even basic survival was threatened by the lack of solvency in local markets. In 1995, massive ethnic fighting resulted in large-scale intra-city migration of Orangi residents who felt too scared to remain in their homes. Many families interviewed said that in times of conflict, they would often stay indoors for days for fear of injury. Rafia, whose incense business has stabilized her family income in recent years and even brought prosperity in times of political peace, described the effects of violence in her neighborhood on her family’s day-to-day well-being;

[A few years ago,] there were two parties fighting amongst themselves. On one side were the police, on the other were the MQM. Look, these walls have been ruined by the stray bullet marks, they have become strainers! We had to close off one side of the house. One group would be firing from one side, and the other on the other side. Old women and children would get hurt by stray bullets. We sometimes ran [to my brother’s house] to save our lives.

Even if we had money, we stayed indoors, hungry. The stores were all closed. When they opened, everyone ran to buy things. We couldn’t even find daal. The cats, even the birds started dying on the streets. There would be strikes. The businesses all suffered. Children would be taken from their homes and dropped off with their grandparents for safety. My children skipped school. This went on for two years.

The results of violence extended beyond individual fear and loss of livelihood and in fact colored a growing resentment against the government for its lack of attention to the survival needs of the poor. Many interviewees commented that political violence did not affect those it was intended to target but rather caused suffering among the poor, whose neighborhoods were plagued by strife and hardship. Several interviewees further expressed their disgust at corruption of the politicians. Stated Pirzada, a sixty five year-old man who stitches children’s clothing in a home factory and sells them in Orangi markets;

Political violence was horrific five years ago. When Benazir [Bhutto] was in power, there was firing day and night. If one could not go outside, how could he make a living? We were sitting at home, so how could we pay our loans? Here a bullet would fire; there someone’s guts would fly.

Nawaz Sharif came to power, and he just lined his pockets. The poor died, the poor always die! Those with money can survive in these conditions, for years. A poor man can’t sit idle for even two days. Those with young children just die of starvation.

We have suffered from the beginning. God knows, we didn’t suffer as much in India [during partition] as we do now sometimes. My heart flutters and my children cry from hunger. How much can we comfort them?

It was evident in numerous accounts such as that of Pirzada that episodic violence in Orangi has terrorized the local population and limited its capacity to sustain livelihoods. There was little confidence that the current military government would do better to stabilize the condition of the poor. On the contrary, income tax strikes during the summer of 2000 resulting from Musharraf’s directive to collect taxes from large merchants closed down markets throughout Pakistan and compromised Orangi’s small businesses. Voicing her frustration at the series of incompetent governments she and others like her have endured, Nasreen, a seamstress, stated that:

Government people, politicians, don’t help us at all. Any kind of support reaches those with connections and means. People like us get nothing. We are on no one’s priority list. If only there was someone who really intended to help people like us, to put his hand on our heads & when in places like America, the poor get help, why not here?.. We are of the third world, poorer than they are. 

While the importance of political unrest in shaping episodic crises in Orangi cannot be overstated, it is difficult to assess the ways that credit programs such as the OPP-OCT can work to ameliorate conditions of those clients suffering from social instability while also remaining solvent as financial institutions. Their helplessness in the face of political instability points to the limitations of credit programs such as the OPP-OCT in the face of systemic problems. 

Indeed, OPP-OCT staff repeatedly emphasized the laxity they have reluctantly allowed in loan repayment in times of market closure or strikes. Loan repayments are often delayed or loan cycles extended in times of adversity. This laxity serves to explain the roughly 60 per cent repayment rates of OPP-OCT loans as compared to rates boasted by other credit programs such as the Grameen Bank. The OCT has had to shape its policies and episodically limit its disbursements in light of reduced market prosperity and social suffering in Orangi’s working class, which reduces incoming funds to the OCT that would ordinarily be cycled into new loans. In the summer of 2000, new loans had been "frozen" for several months as the OCT was attempting to reassess its financial solvency and redefine its institutional goals.

In addition to political violence, the dual problems of unemployment and inflation have been challenges faced by the Orangi community for decades. The large population of Orangi (circa 1 million) at the outskirts of the already densely populated city of Karachi struggles to establish residence, find employment, and cope with the apparently astronomical rate of inflation affecting all consumer goods, including food staple items.

One of the intended objectives of the OPP’s credit program was to address the crisis of unemployment and underemployment in Orangi. While it is evident that the loan program has facilitated the employment of its clients to an impressive extent, and even allowed these clients to employ others, interviewees still expressed deep distress at the lack of job opportunities for the majority of their friends, relatives and neighbors. Many older interviewees expressed low confidence that their children would ever find work. Naila, whose family runs a general store in Orangi, expressed the following aspirations for her eleven children;

I just hope that, whatever they wish to do, my children find jobs. One child should mind the store and the others can do what they please. But there are no jobs here for young people today. No earnings, no decent salary anywhere. Everyone wants their children to advance, to make something of themselves. Our children don’t work less hard than anyone else’s but, it’s God’s will.

Sumaya’s family, who also run a general store, were obliged to take a loan from the OCT after her husband had been unemployed for five years. Despite her working as a seamstress to support the family, Sumaya stated they were still so poor that they relied on family members’ donations of food to survive. Afan, who runs a leather goods factory in Orangi, says he started his working life with "less than Rs.100 in [his] pocket." He said he had tried for years to find a job until he was rescued by the OPP-OCT with a loan to start his own enterprise. 

The content of interviews such as these reveals that the OCT clients believe themselves to be the "lucky" ones among their friends and family, and that the demand for loans from the OCT far exceeds the availability of funds. Several clients articulated their wish that the Pakistani government or some other institution support micro credit so that more of Orangi’s poor could be helped.

Further challenging the survival of the working poor, even those fortunate enough to get credit, is the high and seemingly relentless rate of inflation in Orangi and throughout Pakistan. Nafeesa, who stated that her family has benefited tremendously from the procurement of a loan to produce garments, remarked that they are nonetheless not advancing, as they should for reasons of unbridled increases in the cost of living;

Our household budget is at least Rs.3000/month. And there is so much inflation that my head spins. Everything is expensive. And recently, everything has gone up in price, flour, oil, sugar, etc. What can a person do? There is deep distress, but we have to buy. Even when there is inflation, you have to eat!

Like Nafeesa, several other clients also described diminishing profit margins and nearly nonexistent savings due to the narrowing differential between what they can earn and what they must spend to survive. Many clients who purchase raw materials in bulk to produce goods stated that they cannot afford as much material as they once could, and that loans have not increased in amount at the same rate as inflation. Stated Masood, a producer of leather shoes;

I have leather [raw materials] only when I have enough money to buy it. The more money I have, the more leather I can buy, and the more productive I can be. Thank God, whatever I make I am able to sell___ there is ample demand. Eight to nine years ago, when conditions were better, I could take my goods as far as Pindi or Peshawar and sell them. I could take up to Rs.90,000  worth of merchandise in one trip. The same amount of merchandise would now cost me at least Rs.4 lakh [400,000] to make. So in eight years, inflation has doubled and redoubled the cost of goods.

Inflation has resulted in lower profits and higher household budgets across Orangi, challenging credit programs like the OPP-OCT to increase loan amounts to keep pace. The current freeze on loans at the OPP-OCT has caused alarm among old OPP clients, who repeatedly expressed their concern that they might not make it without continued access to credit. With repayment rates declining, the sustainability of the OPP-OCT over the long-term has been seriously questioned, and it appears unlikely that the OPP-OCT can remain solvent without innovative approaches toward the crisis of inflation. There is no data to assess the effects of inflation on the percentage of clients currently "defaulting." Nor is their any literature describing the mechanisms other credit programs have used to address the problem of inflation and remain viable. 

Poverty-Related Limitations to Credit: The Price of Marginality

Illness, disability, and the death of a primary breadwinner have significant impacts in the daily survival of nearly all families interviewed, for the simple reason that poor families require daily income to thrive and any pause in the work cycle can be a significant cause of suffering. When one is living as close to the margins as those whom interviewed, it is easy for a single stressor to push one over the brink. The illness of children is also particularly devastating because of parents’ willingness to spend beyond their means to ensure the well-being of their offspring. Previous discussion demonstrated that lack of income could be a cause of psychological disability/anxiety. It is also the case that disability and death of a household member strains the tight budgets of poor families in Orangi.

Pirzada, a sixty-five year old client of the OPP-OCT who has taken numerous loans to support a garment stitching business he and his wife manage from their own home, explained the recent impact of illness in challenging his household income. Though Pirzada has two wage-earning sons who live with him, family relations are poor and he receives no support from his children. Whatever income he obtains from his business supports him, his wife and their granddaughter, whom they have ‘adopted’. Yet Pirzada stated that disability limits the seasonality of his work. His wife elaborated by stating that;

Our income is such that we earn money six months a year, and sit idle the other six months. It is not by choice. In the cold weather, [my husband] is unable to drive the cycle and his vision is also limited. If he could see better we would not have this dependency. I pray that my husband remains well; we will not beg from anyone.

Even routine illnesses can take a heavy toll on the finances of the working poor. Numerous interviewees stated that they tend not to seek medical care unless very ill, at which point a visit to a local clinic and drug purchase costs (i.e. for two days worth of medicine) can exceed Rs.100. Rs.100 is about the average daily household budget of credit recipients interviewed. The most dreaded health-related expenditure is hospitalization, which can easily cost thousands of rupees and for which there is little subsidy for the poor. Safia, whose husband is a wholesale cloth vendor in Orangi, explained the substantial costs of medication purchased for her own diabetes and her husband’s high cholesterol. This was additive at one point in time to the very high costs of cancer treatment for a child whom they had adopted;

When we took our first loan, there was a cancer illness in my family. I had adopted a fourteen year-old boy who developed cancer. We used our loan money to run our business and pay for treatment of his illness. We went through such hardship. After four months, the child died.

Medicines are expensive in Orangi. We don’t buy a lot of drugs at once, just two-day supplies at any given time. My sugar medicines have to be taken every day, all year-round. Sugar causes many other problems, for which I seek homeopathic care. My husband has also recently been taking medicine for a kidney infection.

Perhaps the most acutely pressing financial stressor described by interviewees was the sudden death of a primary breadwinner. Naila, whose family owns a general store in Orangi, recounted the hardship she had endured since the death of her husband one month prior to the interview. Her family, which consists of eleven children, none of whom are employed, had just taken a Rs.40,000 loan to extend their store merchandise. Naila had never worked in the store and feared how she would survive without her spouse and with the overpowering debt they had just taken on;

I live in constant worry. I think to myself, how will I manage this house? I have sons, but none have jobs. Some are older, but most are young. There is everything to worry about. My husband is gone, and what he could do, I don’t think I can do. I don’t understand the business, I am not that educated. We have five children in school. We have no real income and none of my children work.

Naila’s account powerfully illustrates the importance of health to the successful functioning of the household economy, and indirectly, to the repayment of loans. In cases such as Naila’s the OPP-OCT might forgive the outstanding debt, but such action would virtually guarantee that the family could not qualify for another loan in the future. Interestingly, some families interviewed described hiding information regarding personal hardship and even sacrificing their own meals to repay debt, in order that they not forego the chance for future credit which they felt they might need.

A second theme stemming from the basic poverty of the Orangi population was the "unhappy tradeoffs" between desired basic functioning in order to facilitate survival. A classic example of this forced choice was the decision to educate children or engage them in wage-earning activity. Among the most important household expenditures described by nearly all families interviewed was tuition costs for children’s education. There are no free schools in Orangi, and poor families are left to choose between government-run and private schools. There are a number of small, pioneer ("charter") schools in Orangi that emulate private school curricula at lower tuitions, but even these reduced fees are unaffordable to many. Moreover, though the government schools are less expensive than private alternatives, it is widely believed that the standard of education in government schools is also lower than that of private school. Nonetheless, the majority of Orangi’s working poor are forced to send their children to government school due to overall lack of means and also because multiple children are generally in school at once. 

In cases of extreme poverty, families are reluctantly forced to withdraw their children from school. Mateen, a wholesale cloth merchant, explained that he had started each of his four children in private school but had to switch his older two sons into government schools as their fees became gradually more expensive. While his two younger daughters were still in private school, Mateen anticipated that they too would have to be moved to government school in time. Observing an overall lack of affordability of quality education for most working parents, Mateen commented;

Parents’ ability to educate their children depends on their income. We do what we can be based on our business returns. I have told you already that I was forced to move my children to government school. It is probable that if tomorrow I cannot afford university fees my children will have to sit home. which parent doesn’t wish that his child can attain a prestigious job? But if we can’t pay for education then good jobs are out of reach.

Beyond the inaccessibility of education to the poorest of families, an interesting pattern emerged of rational decision making to withdraw children from school when it was believed that they could be of more use in the home, or if it was felt that education would be fruitless because jobs were simply unattainable. Several interviewees expressed their belief that with unemployment in Orangi already so high, educating their children only resulted in high tuition spending with the low expectation of any future return. Sumaya, in response to a question regarding her intention to educate her children, somewhat annoyed responded;

People like you naturally focus on things like education. We are poor, so we get exploited, in so far as even if we educate our kids, they don’t find jobs. What should we do? We often waste our money on school. What’s the point of too much education? Just educate your kids enough that they know the difference between right and wrong; Until tenth grade maybe. Here people take bribes from us, some Rs.20,000, some Rs.25,000, just to find jobs for our children. Where do we get money like that, just to find a job?

Sumaya describes a kind of cost/benefit assessment she and others undertake in weighing the future benefits of education against its very substantial present costs to working families. The notion that she and other credit recipients should engage this kind of trade-off complicates the expectation in the development community that microcredit produces income which is smoothly channeled into children’s education. The earlier World Bank data (Pitt and Khandker, 1996) citing increased school attendance in Bangladesh as a consequence of credit provision to the poor is challenged in the Pakistani context. That is to say that the context of unemployment in Orangi serves to complicate and challenge families’ decision making regarding the utility of formal education. 

While education is held to be a cornerstone of the development process in less developed nations, obstacles such as those articulated by Sumaya challenge the possibility that credit-supported families will provide their children the education to attain "high status employment" than may not have been accessible to their parents. It is clear that unemployment in Orangi has affected not only individual productivity but also the perceived value of education regarded as a means to employment. One can conclude that in fact mass unemployment in Orangi coupled with the lack of free primary education stands to deter the promise of collective social development fostered by increased literacy rates.

Socio-cultural Impediments to Credit-Driven Development: The Challenge of Dowry

One of the most notable tradeoffs for the parents of young women in Orangi is that of rationing educational spending vis-à-vis savings for dowries for daughters. Dowry serves as a social custom that is at once widely accepted and simultaneously resented among Orangi’s poor. Multiple interviewees, all women, stated that they felt compelled from the time their daughters reached puberty to begin saving money for their marriages. This compulsion emerged from a sensed social responsibility to provide their daughters with numerous material goods, such as furniture and electronics, so that they could attract the best possible suitors. This tradition of extravagant spending, while clearly a strain on the budgets of the working poor, was regarded by many interviewees as a sheer necessity.

Nasreen, who works as a seamstress and has five daughters between the ages of five and thirteen, stated that her family’s fear of their future financial responsibilities associated with dowry purchase had contributed to her elder two daughters willing discontinuation of school;

When my older daughters realized the household situation, they said, "Mom, we will not study anymore and instead will help with your work." When we pay tuition, it strains our household budget. Here it is the case that wherever there is a marriage proposal, we are obligated to give a lot. No one says that we can just give him our daughter. How can we afford to spend Rs.100,000 per daughter on dowry alone? Families marry their sons to those women whose families will give them a lot. If we could pressure the young men’s families somehow to not make dowry demands, we could actually afford to educate our daughters. When we have to afford both dowry and education, we simply cannot manage.

The heavy cost of dowries, estimated as Rs.100,000 by several interviewees, represents years of savings and often requires that families take on measurable debt. Dowry can be viewed not only, then, as an obstacle to female education, compromised in the tradeoff between education and marriage, but also as an onerous burden that in fact deters savings that could be applied to meet basic household, health care, or business needs toward the purchase of material goods such as televisions and bedroom furniture. Sumaya, whose family has only recently acquired the financial security to eat three meals a day and to afford proper clothing for their six children (five of whom are girls between 6 and 18,) stated that her first priority if she could save any money at all would be to start saving for her daughters’ dowries. More important than the improvement of her visibly dilapidated home or the purchase of day-to-day material necessities was the saving of money for the marriages of her three teenage daughters.

Dowry occupies an important and heavily contested position in South Asian society. A variety of positions are articulated regarding the function from dowry, from that of an onerous social ritual to that of a kind of female "inheritance." Evidence from India reveals that many young women are abused if they enter a family having brought insufficient dowry, and this abuse often terminates in murder or suicide. Despite the many social movements to terminate dowry practice, and even the stipulation of credit programs such as the Grameen Bank to abstain from dowry giving or taking, dowry traditions persist in Bangladesh, Pakistan and throughout South Asia. The OPP-OCT had no explicit policy or social program regarding dowry. Interestingly, Anwar Rashid, Director of the OCT, stated that he believed dowry spending is naturally decreasing with time in Orangi. OCT clients interviewed implied exactly the opposite, and stated that families with increasing economic status and power sought to give and receive larger dowries than others, making dowry a kind of public display of personal wealth.

Dowry spending, regarded as a major priority among interviewees, represents to outsiders a kind of burdensome secondary or socially-mandated expense. The large sums saved and borrowed for dowry spending could easily be more immediately utilized for the survival and improved quality of life needs of Orangi’s poor. That dowry spending was at times preferentially valued over such spending revealed that credit-enabled savings may not necessarily be employed first to improve housing or other basic needs of Orangi’s poor. The assumption that credit might first strengthen daily survival capacities was not necessarily an accurate one. The data revealed instead that dowry and other marriage-related expenses occupied an important place in the financial allocations of credit recipients years before these expenses were in fact due to take place. Observations such as these emphasize the importance of an understanding of cultural context in assessing the short-term and long-term applications of credit-enhanced savings.

Recapitulation and Final Discussion

Microcredit is a heterogeneous economic intervention intended to alleviate poverty. It is structured differently when administered in different societies, and this essay reveals a wide diversity in lending practices on the Indian subcontinent alone. The Grameen Bank, described at length due to its pre-eminence as a lending program of remarkable scale and success, espouses a different lending strategy than that employed by smaller credit programs in South Asia. These smaller programs, the OPP-OCT not excepted, have had interesting and important effects in their communities that have been largely unstudied.

There are major differences between the Grameen Bank and the OPP-OCT in terms of scope, lending style, context, and institutional philosophy. While the Grameen Bank is a largely rural lending program with over 2.4 million borrowers to whom group loans are provided to facilitate poverty alleviation, the OPP-OCT lends within a much more circumscribed urban community to individual borrowers with the aim of enhancing business productivity. The OPP-OCT, unlike the Grameen Bank, does not preferentially lend to women. These differences notwithstanding, the Grameen Bank and the OPP-OCT have had marked and similar social impacts in the communities in which they operate. The vast literature on microcredit reveals impressive impacts of Grameen lending, reviewed in the early part of this paper, while the effects of OPP-OCT lending have formed the basis of my own qualitative study.

This essay has explored the positive social impacts of credit delivered by the OPP-OCT in the lives of forty-seven interviewed clients and their families. The study reveals that the impacts of credit have extended beyond business expansion to improve food availability and quality; ameliorate social stress and enhance physical health; and expand opportunities for community participation and dignified work that make OCT clients more empowered citizens of their communities. These impacts are of great importance in the lives of OPP-OCT clients and deserve further study in future research.

Microcredit in Orangi can be viewed as an entry point of the heretofore marginalized working poor into the formal credit sector and, in effect, the market economy. A participatory approach to poverty highlights that poverty is not simply measured by income or consumption but by the lack of capacity to live and work in dignity and to one’s greatest potential. 

The data demands that many such inquiries be made, for example to explore the basis of the exclusion of Orangi’s poor from free public education or from the protection of governmental institutions that could modulate inflation or market conditions. 

While the study reveals OCT clients’ satisfaction with micro-credit and their overall sense of gain from participating in the credit program, their lamentations on the role of macroeconomic factors (such as political violence, inflation and unemployment), "limitations of poverty itself" (such as susceptibility to illness, and to unhappy tradeoffs between livelihood and education), and cultural factors (such as dowry) in limiting their social development complicate the findings of the beneficial social impacts of credit among Orangi_s poor families. It is clear that these dilemmas or structural tensions challenge both clients’ capacity to expand credit-enabled businesses and their capacity to utilize credit-enabled savings for the direct benefit of poverty alleviation. While it is generally hoped that the impacts of microcredit will be to lift families out of poverty, this study reveals that there are political, economic, social and cultural factors that act to detract from a credit-enhanced trajectory of social development. Understanding these factors is critical to understanding the success or failure of credit interventions in Orangi. It is also important to note that credit in Orangi has been targeted to a very specific subsection of the poor, the "entrepreneurial" class with business skills and at least a minimal base upon which to build an enterprise. The elderly, infirm, most destitute and otherwise physically limited poor populations rely on family members, charity, or employment by others to make ends meet.

The data further reveal that the positive impacts of credit in Orangi cannot nullify or ameliorate all the complex crises faced by the working poor in their day-to-day survival. There are important questions raised as to the limits and potential of a credit or other development program to address some of the challenges here identified. Clearly, the lack of political stability in Orangi and the overall economic turbulence of modern-day Pakistan are issues that require the involvement of government in order to be fully redressed. The lack of free primary education, identified by interviewees as an obstacle to their children’s opportunities for success in life, is a terrible indictment of the negligence of the Pakistani government in investing in its human capital. Indeed, since the founding of Pakistan as an independent state in 1947, political leaders, democratic and military, have regularly overlooked or neglected opportunities to invest in social and economic changes essential for economic and human development. The lack of effective government in Pakistan, coupled with political instability, misaligned political priorities, and corruption all serve to undermine investments in human capital necessary to stabilize social and economic conditions and foster human development. It is appalling to note that Pakistan spends 4.32 dollars on defense and debt service for every dollar spent on social sectors.

Though this is not an essay about the political or economic history or policy of Pakistan, it is clear that issues relating to these areas are fundamental to understanding the limits of microcredit in serving Orangi’s working poor. Though there is certainly promising preliminary data here elaborated to suggest that microcredit is serving an important function among Orangi’s poor, it is unpredictable what successes and failures will ensue in the context of continuing instability in Pakistani social and economic conditions. Moreover, dowry traditions impede the capacity of poor families to save money and to invest their savings for survival needs or a "rainy day," instead funneling these limited savings into the purchase of better marriage prospects for young daughters. 

Data gathered by researchers in Bangladesh reveal that dowry spending is a problem there as well, and that dowry expenditures have actually increased during the period that credit has been delivered in Bangladeshi villages. 

Among the issues not discussed in this essay are gender-specific impacts of microcredit in Orangi. This is largely because this research did not highlight such impacts as salient nor suggest that women and men viewed credit participation in distinctly different ways. As noted earlier, the OCT, unlike the Grameen Bank, is not a female-centered lending institution and does not place women’s empowerment above broader goals to facilitate business expansion among the working poor. Insights into power structures, conflicts or violence in the home, issues were never offered by respondents. A primary motivation for asking about such issues was that in Bangladesh, some researchers have found a decreased incidence of violence against women empowered through group-based microcredit loan provision. Data as sensitive as that uncovered in Bangladesh would have required a much greater investment of time and much more intimate rapport with subjects.

Another shortcoming of this study is its incapacity to illuminate some of the overall drawbacks to participation in credit programs. The incapacity to uncover such drawbacks of credit participation does not mean that they do not exist, and the question is one that must be deferred to future study.

The overall purpose of this essay has been to place microcredit in Orangi in a meaningful context, thus allowing a fruitful discussion of its strengths and limitations. There is no doubt, despite lengthy discussion of the constraints to delivering credit in a place as politically turbulent and unpredictable as Orangi, that clients interviewed unanimously believed credit has made a powerful and positive difference in their life. This is a finding to be emphasized not only for its salience but for its having been articulated by clients themselves, unquestionably the best judges of what “serve" them. The major intent of this analysis has been to render a more complex account of the role of credit in Orangi than in accounts of credit’s impact elsewhere in South Asia. Orangi is not comparable to Bangladeshi villages where Mark Pitt, Shahidur Khandker, Atiur Rahman and Helen Todd have clearly outlined a powerful and measurable impact of credit on consumption, diet, school attendance, and women’s empowerment. It is a much more turbulent region politically and economically and the effects of microcredit here appear to be tempered by external forces outside the control of the OCT. 

Indeed, as microcredit continues to expand throughout the world as a mechanism to alleviate poverty, the lessons learned from complex settings like Orangi will have useful bearing on the nature, direction, and limits of lending practices. Orangi is not so easily classified as a credit "success" or "failure" so much as a very interesting study site that reveals challenging issues facing the poor and the limits of financial programs in addressing this multiplicity of issues. Orangi is certainly a unique place, but also one whose struggles with microcredit offer lessons for the rest of the world.

The challenge of poverty alleviation, while daunting to say the least, demands the very best of human intellect, empathy and creativity. It is a work for generations, a slow and difficult process made all the more worthwhile for its capacity to improve lives like the ones chronicled here.
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Appendix A:

The Sixteen Decisions

* We shall follow and advance the four principles of the Grameen Bank_Discipline, Unity, Courage, and Hard Work_in all walks of our lives. 

* We shall bring prosperity to our families. 

* We shall not live in dilapidated houses. We shall repair our houses and work towards constructing new houses as soon as possible. 

* We shall grow vegetables all year round. We shall eat plenty of them and sell the surplus. 

* During the plantation season, we shall plant as many seedlings as possible. 

* We shall plan to keep our families small. We shall minimize our expenditures. We shall look after our health. 

* We shall educate our children and ensure that we can earn to pay for their education. 

* We shall always keep our children and their environment clean. 

* We shall build and use pit latrines. 

* We shall drink water from tubewells. If it is not available, we shall boil water or use alum. 

* We shall not take dowry at our sons_ weddings, nor shall we give dowry at our daughters_ weddings. We shall keep our center free from the curse of dowry. We shall not practice child marriage. 

* We shall not inflict injustice on anyone, nor shall we allow anyone else to do so. 

* We shall collectively undertake larger investments for higher incomes. 

* We shall always be ready to help each other. If anyone is in difficulty, we shall help him or her. 

* If we come to know of any breach of discipline in any center, we shall go there and help restore discipline. 

* We shall introduce physical exercises in all of our centers. We shall take part in all social activities collectively.

Note: These Sixteen Decisions were formulated in a national workshop of 100 women center chiefs in March 1984. They articulate the tenets of the social development program of Grameen Bank, recited at each center at the beginning of weekly meetings. All borrowers are expected to memorize these, and recite them aloud together in one loud chant.

APPENDIX B: 

Orangi Pilot Project Institutions

Orangi Pilot Project (OPP) as an NGO began work in Orangi in 1980. Orangi situated in the periphery of Karachi is a Katchi Abadi with a population of one million. On the success of its five basic programs of low cost sanitation, housing health, education and credit for micro-enterprise. In 1988 OPP was upgraded into 3 autonomous institutions.

· OPP – Research & Training Institute (RTI) manages the low cost sanitation, housing, education, research and training programs.

· OPP - Orangi Charitable Trust (OCT) manages the micro enterprise credit program.

· OPP – Karachi Health & Social Development Association (KHASDA) mangos the health program.

Each Institution has its separate board of directors and mobilizes its own funds.

Development is self financed by the people. OPP institutions provide social and technical guidance and credit for micro enterprise.

For replication, OPP institutions strengthen partner NGOs/CBOs and Govt. agencies (instead of setting up their own offices).

APPENDIX C:

Oral Informed Consent for Research with Loan Recipients of the Orangi Pilot Project Microenterprise Program

Hello.

My name is Naheed Rehman and I am visiting Pakistan from America, where I am a medical student and masters_ degree candidate at the University of California at Berkeley. I am interested in talking with you about your experiences receiving loans from the Orangi Pilot Project_s Microenterprise Program. I am especially interested in learning what the loan has meant to you, how you have used it, and the impact it is having in your life. I invite your participation and would be most grateful for it. Please be informed that your willingness or unwillingness to participate in this study has absolutely no bearing on your ability to continue to participate in the Orangi Pilot Project (OPP) Microenterprise Program.

I would like to ask you a series of questions, and, with your permission, will tape your responses on audiocassette. You do not have to answer any questions that are uncomfortable to you. The interview should last no more than two hours. I will ask questions about you, your experience as a borrower, your health and well-being, and your family. 

When we are finished with the interview, I will invite you to make any desired changes to your responses or add any ideas you would like for me to know. I would like you to feel comfortable with the discussion at all times, and urge you to ask any questions you may have as we go along.

If at any time you feel uncomfortable with my questions or would like to stop this interview altogether, let me know. 

I may include parts of our interview in a current or future research report. If I do use any of the information we discuss today in my written research, I will not use your real name and you will not be identifiable. I hope that my research findings will help in the design of other programs like the OPP and in the improvement of this one to better help its clients. The written research report(s) I will produce will be made available to you and to the management of the Orangi Pilot Project. 

Are there any further questions that you have? Would you like to participate in this study?

Thank you for sharing your experiences and your time. Should you have any questions or concerns about participation in this study before or after our interview, I can be reached at the Orangi Pilot Project program office, Manghopir Road, Karachi. The telephone numbers there are 6652297 and 6658021.

 APPENDIX D:

Questionnaire for Survey of Loan Recipients, Orangi Pilot Project Microenterprise Credit Program

The following questions were translated into Urdu by the researcher and asked of subjects in sequence in a one-on-one setting. This questionnaire formed the basis of semi-structured interviews, and each question served as a possible point of departure into thematic areas subjects identified as important, even if the researcher had not _planned_ such discussions. Semi-structured interviews and data analysis using open and axial coding and memoing enhanced the capacity for a grounded theory to emerge.

Personal Information

* What is your name?

* How old are you?

* Are you single or married?

* Where do you live, and with whom?

* How long have you lived in this community?

* Do you have any children? How many? How old are they?

* How would you describe your health?

* Are you currently in school?

* How much schooling have you completed?

* How much schooling did your husband complete?

 Borrowing Experience

* Why did you take a loan from the Orangi Pilot Project? 

* Was the decision to borrow from OPP your own? 

* What was the amount of your loan? 

* How did you spend the loan money? 

* Do you feel that you were able to determine how the loan money was spent? If not, why? 

* Have you become employed as a result of the loan? In what type of work? 

* Do you enjoy the work you have initiated with the help of your loan? 

* How is the loan affecting your daily routine? 

* Can you describe a typical day in your life? 

* Have your repaid the loan yet? Do you anticipate any challenges to repayment of your loan? 

* Are you pleased with the decision to borrow from the OPP? 

* Is your family also pleased with the decision?

Overall Well-being, Loan Utilization, and Familial Impacts

* Have you noticed any changes in your diet since the inception of the loan? 

* Have you noticed any changes in your overall health since the inception of the loan? 

* Have you felt more stressed or anxious after taking the loan as compared to your former state? 

* Do you control any income that is generated from the investment of your loan? If not, who does? 

* Are your children currently in school? Has your loan impacted your decision or ability to send your children to school? 

* How would you say the loan has affected you the most? 

* Has the loan affected the way you perceive yourself? 

* Has the loan had any impact on your children? How? 

* Has the loan impacted your relationship with your spouse? How? 

* How are relations in your home, e.g. tensions/conflict? Have they changed with taking the loan? 

* Has the loan impacted your relationship with your children? How? 

* Has the loan impacted your relationship with other members of your household? How? 

* Do you consider yourself better off for having taken the loan?

APPENDIX E
OPP –OCT Micro Credit Program

1. Background

OPP-OCT discovered that this growing settlement of Orangi was full of the enterprising sprit. The most impressive demonstration of the spirit of enterprises is the creation of employment everywhere in the lanes; inside the homes there are around twenty thousand family units, shops workshops, peddlers and vendors. In response to the dual challenge of inflation and recession, the residents have invented working family, modifying homes into workshops, promoting the women from more dependents to economic partners and wage earners, abandoning the dominant patriarchal pattern with surprising speed.

OPP’s research revealed two significant factors; first, there was unlimited demand for products and services of these family units. Second, the family units were extremely competitive (on account of very low over heads and very cheap and docile labor). The working family units of Orangi were completely integrated with the main Karachi markets. In fact many units are supplying goods to famous firms, who just put their labels and make big profits. What is required is to support their initiatives. 

Research further revealed that the production and employment in urban as well as rural areas could easily be increased provided the credit is accessible, as there was no shortage of market demand or productive labor. But they would not get credit at reasonable rate, because banks were inaccessible to them. The lack of bank credit forced them to buy raw materials at exorbitant prices while they had to sell their products at depressed prices and forego expansion.

On the basis of the research findings, Orangi Pilot Project (OPP) decided to arrange access to credit to these micro enterprises. For this Orangi Pilot Project – Orangi Charitable Trust (OPP – OCT) was established in 1989 as an independent and autonomous institution in Orangi, a low income settlement of over one million people. The main objective is to support people effort in their economic development by providing credit in urban and rural areas.

2. OPP-OCT Model

OPP-OCT does not set up its branches outside Orangi but it supports existing local CBOs/NGOs to initiate its own credit program.

On the basis of Credit model developed in Orangi, OPP-OCT guide and support the local existing institutions in term of training, line of credit and small core funding.

3. Micro Credit Program

3.1
In Orangi

OPP-OCT is implementing micro credit in Orangi by facilitating loan to existing micro enterprises to enhance production/sale resulting increase in income and employment on personal guarantee from two neighborhood entrepreneurs. 

The total loan issued between 1987 – Nov.2002 is Rs. 99,685,881 to 5,552 units in trading, manufacturing and services. Total 4,846 units were closed and 706 units are open. Total recovery is principal Rs. 89,974,938  and service charges Rs. 17,872,765.  

3.2
Outside Orangi

OPP-OCT is not replicating Micro Credit Program by extending its staff for extension. The main concept in extension is the replication of institution rather than program. Local CBOS/NGOs/Local Action Groups (LAG) has been identified by visiting the organisations and three types of support provides to interested and potential organisations; a) Training and Guidance (Orientation, Concept, Methodology, Implementation on site), b) Core funding support for operational expenses (Staff, transport, office expenses) and c) Line of credit (Subsidies service charges for local organisation, so that local organisation provide loan on bank rate and can be sustainable in the future with increase in loan amount).

The total loan issued between 1987 – Nov.2002 is Rs. 69,766,976 to 3,461 units. Total 2,673 units were closed and 788 units are open. Total recovery is principal Rs. 57,307,915 and service charges Rs.11,112,485.  

4.  Lessons Learnt

4.1
Lessons Learnt from Orangi

· Low-income people have initiatives and are engaged in economic activity. They need support.

· Micro credit program is not a welfare-oriented activity. Therefore cheap credit should not be available to the community.

· Credit to be provided to promote existing business, not to start new business.

· Credit to start up of great risk. It should be accompanied with business management, skill to produce goods and marketing.

· Provision of credit enhances production that creates gainful employment and thus poorest of the poor can be absorbed.

· Credit to be given for production only. Consumption loan or non-productive loan is of great risk.

· Higher the loan size - greater the risk of default.

· Low cost overheads are pre-requisite to develop sustainable institution.

· Loan disbursement is easy but recovery on time is difficult.

· On time recovery should be the priority item.

· Right selection of borrowers ensures recovery.

· Delinquent loans should be considered as the weaknesses of organization not fault of borrowers.

· Recovery of delinquent loans are time consuming and expensive.

· Loan portfolio should be reviewed every 6 months.

· Bad debt should be written of without delay and should not be kept hidden in the community.

· Local community groups/CBOs/NGOs to be identified, trained and supported for extension of program rather than setting up of own branches.

· Program should be based on ‘action research’ and modified as per objective conditions.

· Extension of program is easy with simple products.

· Lack of institutional capacity to meet demand. 

· The NFI needs austerity and simplicity compatible with the sociology and economics of low income community.
· Lack of capacity is the main constraints in this sector.
4.2
Lessons Learnt from Replication through NGOS/CBOs
· It is necessary to understand the nature of organization and its system. 
· It takes long time to change ‘charity mentality’.

· Successful replication is possible with organization having development approach.

· Existing institutional capacities and financial management system must be reviewed before initiating the replication of the program.

· Donor driven project/activities develops dependency and does not lead to sustainability and use of local resources.

· NGOs/CBOS relation with community has a greater importance in success/failure of program.

· Team work is the key to success.

· Proper documentation of work paved the way for understanding of issues related to organisation and program.

· Periodical weekly/monthly meetings of workers assist in continuous self monitoring, trouble shooting and management of work.

· Board members consist of members with different thinking and approach develops conflicts within organisation.

· Clearly defined decision making policy develop a better working environment and overcome differences.

· Lack of focus based attitude, organization involves in many directions resulting lack of understanding and analyses of work. This leads to failure in every program.

· Multiple programs with out developing teams and institutionalisation lead to lack of proper management and confusion in distribution of responsibilities within organization.

· Large scale funding and ambitious projects, which are beyond the capacity and capability of NGOs, weaker the NGOs and further reduce the capacity and capabilities.

· OPP models needs to be adjusted to local conditions rather than adopted in toto.

· Expansion of program should be subjected to capacity of organisation.

· Proper account management and reporting needs to be done regularly.

4.3 Lessons Learnt from Donors

· Donor support for seed money is one of the important factor to initiate micro credit program.
· Donors and small organisations have weak link and information about each other. Due to which small organisations have lesser access to donors and donors are not willing to support smaller organisations. NGOs can play a role of bridge to develop link and understanding between them.
· Donor driven program with controlled and target oriented approach is the main obstacle in growth of local initiatives and new ideas.
· Support of donor with flexibility directed the supported organisation towards sustainability and more understanding of local development with local initiatives and resources.
· At least five years core funding support is required to develop institution. 
5. Basic Policies

a)
Loan for enhancement of on-going economic activities.

In the urban area loan is available only for existing micro enterprises involve in manufacturing, trading or service sector to enhance their business and generate more employment opportunities. In the rural areas loans provided to small farmers for agro input.

This program does not directly address to poorest of the poor. They are benefiting from ‘trickle down affect’. It has been proved that increase in production generates employment in neighborhood. Thus the poor are absorbed in the enhanced economic growth. The data showed that the credit of Rs. 5,760 in the manufacturing units create one employment for the poor.

b)
Loan only for existing business

The reason of the credits to only existing business not for setting up new business is that only finances in terms of credit does not ensure the business enhancement but with the finances a) Business management skill, b) Skill to produce/sale goods and c) Marketing is required.

Due to the limitations of the institutions, OPP-OCT is not able to provide support other than credit. Therefore OPP-OCT limits itself only to facilitate credit for existing business.

c)
Credit without collateral

Credit available with out collateral only personal guarantee from the neighborhood as social collateral is required.

d)
Credit to be given at 18% service charges at declining rate.

e)
OPP-OCT would borrow from Pakistani banks instead of depending on foreign funds.

f)
OPP-OCT is neither the custodian of depositors nor profit makers for shareholders.

g)
Saving is not the part of the credit program

The on going small enterprises have been set up by the entrepreneurs with their own savings and they keep on expanding their business by further investment through savings/profits.

In addition in the low income settlements in Pakistan, especially in urban community, there is a traditional saving system known as “committee” (chit fund) system i.e. Chit Fund (is very effective, in which 20or 30 men and women formed a committee and every members pay a certain amount and the total amount is utilized by one member and it continues till the last member).

f)
The operational cost of the institution to be kept low to make the institution sustainable.

g)
Nothing is kept secret. All information along with bad debt loan and write off amount are mentioned in the quarterly report which is available  to the community, NGOs and donors.

h)
low operational expenses

6. Methodology

Loan Process at present (2000 onwards) is an improved version of what we adopted in 1987-92, 1992-95 and 1995-2000. We keep on evaluating the method, identifying the weaknesses and rectifying it.

From 1987–92, social organisers/supervisors had the responsibility of selection and recovery of loan in Orangi. 1993–95 extension agents for Orangi had been introduced for loan appraisal. 1996–99 instead of extension agents, good clients were made responsible for identifying the borrowers. 2000 onwards methods of re-verification has been introduced and loan committee was strengthened. Thus improved method enforced almost 100% recovery.    

6.1 First Phase; Loan thru Social Organisers/Supervisors (1987-92)

Micro credit program was initiated in 1987. Initially there was no and no proper process for loan approval. Only guidelines were available i.e. a) Orangi as operational area and b) Loan will be given to existing small enterprises. Management structure consisted of Director, Joint Director, supervisors, accountant and supporting staffs. 

Project director had the discretionary power of accepting/rejecting the loan on recommendation of area supervisor. Loans had been disbursed through barrier check rather than cross check. There was no as such monitoring system as such and manual accounting system was in practice.

Loan appraisal process

Supervisors were solely authorised for loan recommendation for approval after a quick visit of borrowers’ enterprise. Director, Joint Director and supervisors approved loans by conducting meeting after receiving 2-3 requests for loan. Project director had the discretionary power of accepting/rejecting the loan on recommendation of area supervisor. In practice, loan solely approved on supervisors’ report without any scrutiny or check. 

Criteria for borrowers

There was no selection criterion for borrowers. Even simple guidelines i.e. loan only for existing enterprise and operational area limited to Orangi was not followed in practice. Supervisors recommended some of the loan for friends, relatives and on the basis of personal benefit. Additionally, supervisors and Director got loan by themselves on others name. Even if loan given to existing enterprise, then it was more than the capacity of enterprises, resulting loan as burden.  

Account System

Account system was not computerized. All work done manually. Total amount of installments recorded in ledger without breaking up exactly principal and service charges. Additionally, barrier check had been issued to borrowers. Checks not necessarily directly given to borrowers. In few cases Ex Director/supervisors had taken check on behalf of borrowers.  

 Monitoring System for loan

There was no monitoring system as such. Information system was weak as accounting, loan transactions and loan recovery was done manually on ledgers. 

There were found a few cases of corruption in loan recovery. Mostly supervisors used to take recovery directly from borrowers, issuing receipt themselves and submit the counter slip in office.   

 Weaknesses

· Weak institutionalization of micro credit program as few people involved in decision making process and there was no clear distribution of responsibilities among workers. 

· Program started for whole of Orangi having one million population. It was beyond the capacity of supervisors resulting weaknesses in selection of borrowers and recovery.

· In few cases the loan was given to borrowers even out of Orangi.

· Recovery of loan was difficult as it needs frequent and quick contact with borrowers, which was not possible for supervisor to carried out in large areas.

· Maximum loan limit and recovery period not defined. Additionally loan given more than required amount to enterprises, which were not able to pay back on time resulting delay in payments and defaults.

· Loan approval was based only on supervisors’ report without any check and balance, which created opportunities for malpractice.

· Due to manual account keeping work, it was difficult to get detail information. 

· Entries of the installments were not based exact calculations to separate principal and service charges. 

· Barriers check makes it possible for supervisors to take commissions from borrowers for loan approval and to take loans by themselves in the name of other personals.   

· Due to lack of monitoring system, it was hard to check manipulated reports and monitoring of program and institution.

Modification

· Program was divided in 4 sections as a) Loan section, b) Account section, c) Recovery section and d) training and extension section to decentralise the authorities and decision making process. This step taken to strengthen institutionalization of program, collective decision making process and systematic distribution of responsibilities to develop team work.

· It was ensured in practice that in Karachi, borrowers should be from Orangi. This step assisted to limit the program within supervisors’ capacities to overcome weaknesses in selection of borrowers. This also made it possible for supervisors to contact clients frequently for recovery.

· Maximum limit for loan size and recovery period was defined and implemented. Also supervisors guided to judge required amount of loan and repayment capacity of enterprise. This further strengthened the loan appraisal process and recovery. 

· Agents had been selected from good clients for recovery of delayed loan and to improve loan appraisal process. This step increased community participation, assisted in recovery of delayed payments and develop a check and balance on supervisor.

· Accounting system computerized which made access to exact and detail information in easy and short time.

· This computerized system made it easy to separate principal and service charges exactly by only entering of received amount of loan installment. 

· Loan more than Rs.5000 issued on cross check reduced the corruption opportunities within institution.

· These modifications strengthen the monitoring system, improved reporting system and monitoring of program and institution.

6.2 Second Phase; Loan thru extension agent (1993-95)

Improvement made

Evolution of program identified the weaknesses and following improvement done in program;

· Program divided into four section as follows;

a) Loan section 

This section deals with issuance of loan application farm, collection and checking of loan application farm submitted by applicant, preparing individual file for every loan applicant, disbursement of loan application to related supervisor for verification of information given by loan applicant, collection of files from supervisors after verification, disbursement of loan application to verification officer for re-verification of loan application and comments given by supervisors, putting loan application with positive comments from supervisors and verification officer in loan committee meeting, agreement with loan applicant approved by loan committee and transferring applicants file to account section.

b) Account system 

Account section deals with loan disbursement, accounting for loan program and operational expenses, preparing of annual budget, monthly report of receipts/payments(i.e. over all) and budget(i.e. head wise), dealing with bank transactions, month reconciliation of accounts with bank statement and Financial dealing with organisations outside Orangi.  

c) 
Recovery section

This section monitors the recovery of loan. This keeps up date record of loan disbursement and recovery of loan. All record keeping changed to computerized from manual system. Print of over all and supervisor wise monthly loan recovery performance sheets printed out every month, identified delay payments and notified to related supervisors to contact borrowers with delayed payment of installment, daily diary from supervisors about their activities specially for loan recovery and issuing of notice to borrower and his/her guarantors in case client is reluctant to pay back loan. 


d)
Training & Extension section

This section deals with training and extension of program with NGOs/CBOs for outside Orangi, research evaluation and monitoring of program.

· Loan size defined as First loan not exceeds more than Rs. 15,000. While applicant who applied loan more then one time, subjected to previous performance of loan payment. Good client defined as the borrower, which has been taken loan and pay back loan with regular installments and with out delay. Maximum loan limit for good borrowers fixed at Rs. 30,000. This amount can be exceed to Rs. 50,000 for specific cases as one good client taken loan a number of time, used the loan amount efficiently in business, extended the business successfully and repaid loan with regular installments on time.

· Maximum loan time period fixed as 20 months.

· It is ensured in loan appraisal process that loan amount should be according to the capacity of borrower’s enterprise.

· Agents were selected from good clients for the recovery of loan. This is to improve low recovery of loan. 

· Accounts and records of loan computerised for efficient and correct reporting. This step benefited the program in many ways;

· Account keeping and loan records became efficient.

· Information system became up to date, efficient and information accessible easily. By feeding data about loan, computer deals with loan amount, separation of principal and service charges and payable amount. Easy access to information provided better understanding of loan and recovery position. This assisted to strengthen monitoring of recovery.

· Loan more than Rs.5,000 issued on cross check instead of barrier check only to the borrowers from office. This reduced the opportunities of corruption within institution.

Impacts

After tow years of improvement following impacts observed in program;

· Develop Institutionalisation of program as decision making, responsibilities and authorities distributed and defined with development of system and process.   

· Improved criteria for loan appraisal. This assisted in implementation of selection criteria and improved the selection of potential borrowers with ensured recovery. Additionally, this reduced the opportunities to approve loan for friends, relatives and for personal benefit of Director/supervisors.

· Assisted borrowers to get benefit of loan by taking loan according to capacity instead of feeling as burden by taking over capacity loan. 

· Defined loan size, recovery period, institutionalisation and including good clients as agent developed a check and balance system on super visors and assist them for better performance. This resulted in better recovery of loan.

· Reduced opportunities for corruption within institution.
· Recovery of loans improved and bulk pending recovery became possible. 

Weaknesses

In 1995, the program was reviewed. It was found that few loans wrongly recommended by the extension agent on the basis of nepotism and self-gain.

· Still needs to strengthen loan appraisal process and check on supervisors as still cases of wrong selection detected.

· Good clients as agent selected by supervisors and still there were wrong selections for borrowers in few cases.

· There was more demand for loan from various enterprises and it was not possible to meet demand with agents due to their time constraint as they have to look after own business. So not possible to go out of neighborhood.

· Clients had no direct contact with OPP-OCT.

· 20 months recovery period was long as takes more supervisors time to contact clients for recovery, not stimulate the clients for efficient use of loan and borrowers had to pay more service charges.

Modification

· All good clients were offered to recommend 2 borrowers at a time. This step further strengthened the loan appraisal process and checks on supervisors in selection of borrowers, further extension of program in Orangi with out burdening supervisors or hiring additional staff and increase community participation.

· Meetings with good clients and monthly meetings with borrowers and local entrepreneur initiated for direct contact to improve communication between clients and institution.

· A formal loan committee was formed, which meets once in first week of every month for approval/disapproval of loan to strengthen institutionalization, participatory decision making process and team work.

· Loan recovery period reduced to 10 months for more efficient recovery and to reduce service charges on clients.

In this period (1993 – 95), Loan given to 2,466 amounting to Rs. 43,769,263. Recovered principal Rs. 39,393,190 and mark up Rs.10, 083,015. 

6.3 Third Phase; Loan thru Good Clients (19996-99)

Improvements Made

On the basis of review, further improvements done as follows;

· Instead of selecting few agents, all good clients offered to recommend two borrowers from their neighborhood. Because good clients are from local area and well informed about local people. This increased the participation of local people and extension of program with out hiring more staff and increasing over head cost.   720 clients selected out of 6000. 

In the beginning they were reluctant. But from 3rd quarter of 1996 the tide began to turn and extension through good clients improved the quality of loan recovery.

· A loan committee with full authority established comprising of Director, supervisors, loan officer, recovery officer and verification officer. This step was abandoned the discretionary power of Program Director for approval/disapproval of loan. The loan committee meeting held at the last date of every month. In this meeting all loan applications discussed for approval of loans.

· Loan period reduced to 10 months period. It was assumed that by providing smaller size of loan for short period then large size of loan for longer time period will ensure better use of loan by clients, lesser amount of service charges on clients and further strengthen recovery.

Impacts

Following improvement in program was observed;

· Loan appraisal and approval process became further transparent and systematic.

· Involving good clients in program made it possible to select potential social workers and honest borrowers. It developed direct communication between organisation and clients.  This communication facilitates the understanding of program and the process for clients and institution understanding about clients.

· Program extended further due to involvement of good clients without any additional financial burden to organisation. 

Weaknesses  

Review of program after 3 years showed following weaknesses;

· Short period of loan recovery was not suitable for clients. In meetings, clients suggested that 10 month period for loan recovery is too short and they are facing problem to repay loan in this short period.
· It is observed that with extension of program and more demand of loan by increasing number of enterprises, it is not possible to facilitate loan only through good clients.  

Modifications
· Loan recovery period extended to 15 months on suggestion form clients to facilitate repayment according to clients’ perception.

· Neighborhood entrepreneur defined as guarantor in addition to recommendation from good clients. This paved way for further community participation and extension of program without more burdening supervisors and additional staff. 

· An additional check of verification by verification officer along with supervisor’s verification was introduced. This step facilitated the supervisors to improve borrowers’ selection and enhanced team work.

In this period (1995 – 99), Loan given to 2,536 amounting to Rs. 63,221,870. Recovered principal Rs. 52,865,092 and mark up Rs.84,84,973.

6.4 Fourth Phase; Revivification – An additional check (2000 –Sep. 2002)

Improvements Made

Following improvement done considering review of program;

· Loan recovery period extended to 15 months on suggestions from clients. Clients explained that it is difficult to repay loan on time in short period of time as they have to higher amount of installments and they are not able to listed as good clients due to delayed payment of loan. This more suitable for them to pay more service charges with less amount of installments. 

· To meet increasing demand, it is decided that loan can also be provided on the guarantee from two local entrepreneurs. But this step needs an additional check. Therefore besides field verification by the supervisor, re-verification by the verification officer was introduced in loan appraisal process to ensure the credit to be risk free. 

Impacts

Following improvement observed in the program;

· Clients became satisfied with loan period as with longer period they have to pay small amount and rarely delay installments.

· Program extended by more participation of local people, further ensure right selection and recovery without more staff. This step made supervisor more responsible for careful selection of clients. Clients became aware of loan procedures and benefit of regular on time installments.  

In this period (2000 – Sep.2002), Loan given to 1,318 amounting to Rs. 27786650. Recovered principal Rs. 15392836 and mark up Rs.2,127,278.  Operational expenses were Rs. 31,870,585. 

7.  Loan Recovery & Service charges 

The issue of loans increased from Rs. 1.1 million for 107 units in 87-88 to Rs. 16 million for 793 units in 94-95. From 1987 till May 2002 Rs. 156.51 million was loaned to 8174 units. Total 7194 units amounting to Rs. 159.07. Open units are 970. Total repayment is Rs. 167.06 million and recoverable balance is Rs. 17.88 million. Total Mark up received Rs. 28.44 million.

Table 1
Loan Recovery & Service charges

September 87 To November 2002
	 Details
	Sep.87 to Nov.02

OPP-OCT
	Sep.00 to Dec.02

OPP-MCT
	TOTAL

	Total Units

	Total Loan (Rs)
	162,527,910
	  6,924,950 
	169,452,860

	Total Units
	8,293 
	          720 
	9,013

	Recovery Closed Units

	Closed Units
	7,184 
	           335 
	7,519

	Principal (Rs)
	134,737,587 
	 3,134,950 
	137,872,537

	Service Charges (Rs.)
	26,370,088
	377,171
	26,747,259

	Total Repaid (Rs.)
	161,107,675
	3,512,121
	164,619,796

	Recovery Open Units

	Open Units
	          1,109 
	          385 
	1,648

	Principal (Rs)
	    8,135,599 
	 1,174,717 
	8,310,316

	Service Charges (Rs.)
	1,942,858
	295,133
	2,237,991

	Total Repaid
	10,078,457
	1,469,850
	11,548,307

	Recovery (Open + Closed ) Units

	Principal (Rs.)
	142,873,186 
	 4,309,667 
	147,182,853

	Service Charges (Rs)
	   28,312,946 
	 672,304 
	28,985,250

	 Total Recovery (Close+Open)
	171,186,132
	4,981,971
	176,168,103

	Bad Debts

	Bad Debt Units
	        1,717    
	4
	1,721 

	Bad Debt Principal
	12,287,416  
	       6,557 
	12,293,973  

	Bad Debt Service charges
	    2,422,080 
	76
	2,422,156 

	Total Bad Debt (Rs.)
	14,709,496 
	6,246
	14,715,742


8. Types of Loan

8.1
Loan to small local schools :

There are over 750 schools in Orangi. These are categorised as three levels I) School educating more then 500 students and are sustainable  ii) Mid level schools educating 200-500 students iii) Samll schools less then 200 students and are at subsistance level. 

Therefore two types of credit has been introduced in Orangi; a) Loan with service charge to mid level and bigger schools. There are 468 schools provided loan amounting to Rs.14,,273,981. Recovered principal Rs. 1,167,732 and service cahrges Rs. 1,917,354.

Loan without service charges provided to 49 schools amounting to Rs.929,710 for physical upgradation. 34 units are open. Recovered amount Rs. 505,903.

8.2 Loan to manufacturers
OPP – OCT provided loan to producers’ collectives of 152 Banarsi Saree Weavers, 11 Carpet Weavers, 30 Die Makers, 129 Embroidery workshops, 27 Flower Makers, 28 Furniture Makers, 271 Garment Factories, 20 Kite Makers, 57 Leather works, 114 Molding, 20 Paint-Brush Makers, 50 printing presses, 31 Repair Shops, 229 Shoe Makers, 35 Steel Fabricators, 532 Stitching Center, 59 Women Work Centers, 24 Wood workers, 212 workshops(automobile spare parts), 14 Zari works  and other 19.

8.3 Loan to traders  
OPP-OCT provided loan to 90 Bakeries, 62 butchers, 217 cloth shops, 49 cold drink shops, 1,273 consumer stores, 48 cosmetic shops, 41 crockery shops, 269 electrical shops, 34 Hardware Shops, 23 Jewelers, 33 Junk Dealers, 119 medical stores, 145 pan shops, 700 small business, 116 stationary shops, 63 Spare parts shops, 358 Thallas, 13 Vegetable Shops and 41 others.

8.4 Loan to Service Providers

OPP – OCT loan provided to 59 Decoration, 26 Hair Dressers, 92 Hotels, 65 In House Staff, 65 Packing Shops, 162 Suppliers, 166 Taxi/Motorcycle, 32 Transporters, 25 Typing Institute, 105 Video Shops and 44 others.

8.5 Loans to upgrade “thallas”

93% of Orangi’s 250,000 houses have been built with financial and technical assistance from the local building-component manufacturing yards, operated by entrepreneurs. These yards exists in all neighborhoods and are known as thallas, their owners’ takes on house-building contracts or supplies masons to those wishing to do the unskilled work themselves. The thallawala’s intervention has improved housing quality in Pakistan’s informal settlements, but the problem is, his materials, house designs and technical advice tend to be substandard. So OPP-RTI has assist to upgrade the thallas by offering skills training to the masons and carpenters, and provided advice and loan to mechanize the block-making and introduced mechanized block making machines, prefabricated roof and floor slab elements which make cheaper, stronger and better quality houses. With loans from OPP-OCT, 55 thallas have now been upgraded, and have increased their staff by 300%. These thallawallas have also increased their incomes and the incomes of those they employ, mainly because their upgraded thallas now exporting blocks, lintels and pre-cast roofing elements to the rest of the city.

8.6 Loans to women entrepreneurs

About 12% of OPP-OCT’s loans have been made to women entrepreneurs, to expand 532 stitching centers, 161 provisions shops, 456 informal schools and ???, 129 embroidery workshops, 55 dairy cattle operations, 47clinics, 10 beauty parlors, 19 women work centers, 79 miscellaneous small business and 58 garment factories.

8.7 Loans to farmers and fisher folk

Although the Government of Pakistan runs all kinds of agriculture credit programs, there is still a huge need for credit by the majority of small farmers and fisherman who cannot access those loans. OPP-OCT provided 1,455 loans to farmers and fishermen. These loans mostly through farmers collectives and NGOs for the purchase of seed, fertilizer pesticides, tractor hire and to survive from sowing to harvesting. The loans are mostly repayable after sawing and the amounts are based on how many rupees per acre per seasons required for faring rice, vegetable, cotton, wheat etc. So depending on what they are growing and how big their fields were, the farmers are given the loans. Most farmers who have taken loans have repaid them and borrowed again the next season. Loans have also been given for paving water channels, installing motorized pumps to drain water-logged farmland and setting up fish farming. 

9.  Bad Debts – Nature and Volume

OPP-OCT anxiously monitored the nature and extent of default to establish as a self sustained institution for small entrepreneurs. From the very beginning OPP-OCT determined to prevent stealing and shirking inside institution and by setting an example, create a circle of honest and loyal clients.

Cases of irrecoverable defaults were promptly written off as bad debts twice a year. Bad Debts are classified in three categories i.e. 1. Discount cases, 2. Failure cases and 3. Absconder cases.

9.1 Reason for Bad Debts


a)
Discount Cases

Discount cases defined as total recovery made by client exceeds or equal to the loan principal but computerized ledger show recoverable balance, which borrowers are not willing to pay due to they a) do not want to pay, b)closed their business c) do not want further relation with OPP-OCT d) Murder of client, e) Natural Death, f) Paralyse or chronic illness g) Lost capital due to fire, looting, extortion etc, h) Family disaster and I) Fails to sustain business.

b) Failure Cases

Absconder cases defined as total recovery made by client is lesser than loan principal. The reasons of failure cases are the same as discount cases. 

c) Absconder cases

These are tricky borrowers belong to 3 categories;

i) Neighborhood bullies with political clout, which consider loans as tribute or contribution.

ii) Swindlers who know that there are no legal sanctions.

iii) Crooked losers, who after the collapse of business did not come to OPP-OCT for exemption like the failure cases but preferred to be absconder.

10.  Self Sufficient

OPP-OCT did not aim to make profits like commercial banks.  At the same time OPP-OCT did now want to be dependent on mainly on foreign and domestic charity. Sooner or later it wanted to be self-sufficient. 

In 3rd year after its inception (i.e. 1990-91) OPP-OCT reached at break over point. The ratio of operation la overheads to disbursed  loan fell to 8.73% and then to  4.86% in 1994-95. The ratio of mark up to overheads rose to 128% in 1990-91 and 355% in 1994-95(Refer Table?).

Reasons for Low overheads

The OPP-OCT staff comprised of 16 members, which are issuing and recovering loans from about 700 open units amounting to Rs. 20 million approximately. Low overheads are due to;

· Computerised accounts facilitate monthly monitoring for recovery.

· 30 group agents facilitate OPP-OCT in selection and recovery.

· 38 affiliated NGOs performing the functions of supervision more efficiently than OPP-OCT staff at no cost to OPP-OCT.

· 2 lady officers and transport was provided by OPP-OCT’s Women Program to OPP-OCT.

11.  Replication

OPP – OCT is a support organisation. It does not implement the program itself outside Orangi but support the existing local organisation to replicate the viable model of micro credit program in Orangi.

OPP – OCT identifies the existing CBOs/NGOs/Local Community Action Group (LCAG) working in poor communities in urban and rural areas, imparts training and provides line of credit for disbursement of loan by themselves in their own communities. OPP – OCT also arranges small core funding to CBOs/NGOs/LCAG from other donors to mach their operational cost.

11.1  Support for Replication

OPP-OCT believed on replication of institutions rather than only replication of program. Also OPP-OCT observed that there are activists groups/CBOs/NGOs exists everywhere at local level and these can be upgraded as and effective institution if they are provided training and guidance.   

Three types of support are needed as follows;

a) Training/Guidance 

· Orientation of program.

· Guidance on concept and methodology of the program

· Explanation on methodology of work.

· Extensive practical training at OPP-OCT

· On site training/guidance 

b) 
Core Funding Support

· Core funding requires to meet operational expenses.

· An average Rs. 100,000 annually needed to CBOs/NGOS as core funding.

· Financial support has been provided by a) OPP-RTI thru Cordaid budget and b) OPP-OCT from its own resources.

c) 
Line of credit

Trained CBOs/NGOs have been provided line of credit to support the micro enterprises in their community.

Table 2 

Training of NGOs/CBOs
	Year
	No. of Groups
	Participants

	1992
	04
	17

	1993
	42
	332

	1994
	44
	252

	995
	23
	146

	1996
	64
	337

	1997
	57
	435

	1998
	21
	113

	1999
	15
	91

	2000
	20
	262

	2001
	17
	191

	2002
	14
	73

	TOTAL
	321
	2,249


Table 3

NGOs/CBOs supported by OPP-OCT

	S.No
	No. of Org./Areas
	Sindh
	Punjab
	NWFP
	Balochistan

	1
	No. of NGOs/CBOs
	     21
	     13
	1
	 1

	2
	No. of Cities/Villages
	   255
	    151
	3
	12

	T  O  T  A  L
	276
	164
	4
	13


Table 4

Loan Recovery & Service charges Outside Orangi*
Sep. 1990 to Dec. 2002

	Details
	Orangi
	Outside Orangi
	Total



	
	OCT
	MCT
	Total
	OCT
	

	Loan (Rs.)
	92,760,934
	6,924,950
	99,685,
	69,706,970
	169,452,840

	Total Units
	4,832
	720
	5,552
	3,401
	9,013

	Closed Units
	4,511
	335
	4,846
	2,073
	7,519

	Open Units
	321
	385
	706
	788
	1,494,

	Repaid Principal (Rs.)
	85,665,271
	4,309,667
	89,974,938
	57,207,915
	147,182,853

	Balance (Rs.)
	7,095,663
	2,615,283
	9,710,946
	12,559,061
	22,270,007

	Markup Paid (Rs.)
	17,200,461
	672,304
	17,872,765
	11,112,485
	28,985,250


* Infaq Foundation provided grant of Rs. 35.5 million from 1990 to 2000 for replication of program outside Orangi.

11.2  Replication issues

OPP-OCT initiated replication on micro credit in 1992. Replication in Dr. Akhter Hammed Khan’s concept means replication on institutions by capacity building of existing local organisations as more effective and efficient institutions. According to this concept OPP-OCT did not implement the program but identification of loan organisation for replication.

Program initiated without developing any system or process. CBOs/NGOs identified without better understanding of their areas, activities organisation and issues. Loan approved on their recommendations in a short time without fixing any loan limit. There was lack of monitoring system. Visits had been as like tourist. Office barriers of local organisations, their friends and relatives had taken these loans. Recovery made by borrowers revolved again for loan by the local organisation without informing OPP-OCT. There was no proper monitoring system for recovery. Responsible persons recommended loans on sympathy, friendship and personal benefit basis. Manipulated report had been done by the persons responsible for extension. Recovery was slow and default rate was high. Resulting most of the NGOs/CBOs failed in replication. 

A review of program conducted in 199? And following steps had been taken to improve the replication;

· Organisations identified which were competent and honest and replicated the program successfully.

·  An agreement done with these organisations to determine the responsibilities and to stream lines the process.

· It is decided to provide loan on Rs. 0.45/ 1000 to local organisation and organisation can charge Rs.0.65/1000 to borrowers to meet their overheads for operational expenses.

·  It is decided to provide line of credit in batches with reference to recovery rate.

· Regular visits from OPP-OCT had been decided and implemented.

· Prior selection of new organisation, visit will be made to that organisation to understand the organisation, its activities, issues and to explain micro credit program and its replication.

· After selection of organisation, limited loan will be issued and than performance will be monitored for 5-6 months before issuing of loan. 

These modifications became helpful to stream line the process and in identification of potential, competent and honest organisations.

11.3 Some replications

a)
On going partners

1. Sindh Rural Support Program (SRSP), Shah Pur Chaker, Sindh
SRSP was established in 1995 and registered as a trust. It plays a vital role through support, research and advocacy for socio economic development of Sindh particularly of the rural area. The main objective is to support rural people for increasing their incomes and employment, promotion of participatory development, natural resources conservation, community organisation of rural communities, empowerment of disadvantaged groups like women haris, small farmers, landless laborers and other people, capacity building of NGOs/CBOs and research and advocacy for rural development. 

For Micro Credit SRSP supported from OPP-OCT, TVO and PPAF. Loan provided to 1,366 borrowers in 52 villages of 6 UCs in 3 Tehsils located in 2 Districts. Total loan disbursement amounting to Rs. 20.80 million related to Live Stock 256 units, Micro Enterprises 419 units, Land & Development 17 and Agriculture 674 units.

SRSP adopted 3 methods for loan disbursement. First is directly to individuals, Second by forming groups of less then 15 persons and third by forming Community Organisations up to 15 or more persons. Total members in 0 COs and 12 Groups are 1400. These COs and groups are also doing savings. These saving groups initiated due to condition to disburse loan from PPAF and TVO.  Statistics were not available during presentation about saving groups.

SRSP also conducting training workshops on community management skill, agriculture management with farmers, exposure visits, women skill training for income generation and staff training in different fields.

SRSP initiated micro credit program in 1998. OPP-OCT assisted 494 units amounting to Rs. 9,340,000. Total 263 units closed with recovery of principal Rs.6,338,965 and mark up Rs.701,903.   Outstanding balance is Rs. 2,916,035.
2. Raees Taj Group, Gijju Thatta, Sindh
This is a group of farmers, which came in contact with OPP in 1993. Got Sumki have 500acres agriculture land with a population of 250.  Vegetable, wheat, rice, sugar cane and fodder are the crops here. Group leader Raees This group is facilitating loan in 3 areas i.e. Gijju, Goth Sattar Dinu and Goth Kabal Bathero.

Since 1994, this group assisted with loan for agriculture from OPP-RDT and OPP-OCT. OPP-OCT assisted for 63 loans amounted Rs.29,00,000. All loans recovered with 100% principal Rs.29,00,000 and mark up Rs. 5,10,318. Further loan continue from RDT(Please refer OPP-RDT report).  

3.  Ghulam Qadir Group, Pir Puho, Sindhp

Ghulam Qadir is a farmer of Pir Putho near Thatha with a population of 500. Total agriculture land of this village is 500 acres. Ghulam Qadir and his brothers own 200 acres of land. He cultivate sugar cane, wheat, rice, banana, papaya, bair, and vegetables. 

4.  Pak Social Welfare Society (PSWS), Hyderabad, Sindh

PSWS established in 1977 and was registered with social welfare Department, Government of Sindh in Dec.78. Basic aim of organisation is to make efforts for providing basic facilities to the residents of Sardar Colony and Al – Waheed Colony. There are activities are related to health, family planning, technical training to women for income generation, solid waste management and micro credit program for micro enterprises.

Since 1994, this group assisted with loan from OPP-OCT. OPP-OCT assisted for 63 loans amounted Rs.29,00,000. All loans recovered with 100% principal Rs.29,00,000 and mark up Rs. 5,10,318. Further loan continue from RDT(Please refer OPP-RDT report).
5. .Pakistan Fishe Folk Forum (PFFF), Khudda, Karach, Sindh.

PFFF is organising fishermen in all over Pakistan to get their rights. The major issues are arrest of fishermen in neighbor countries specifically by India, deep sea fishing by foreign trawlers causing damages to different kind of fish, sewage disposal with our treatment in water bodies, contract system introduced by Govt. allocating areas like canal and lake to private contractor and efforts to get facilities for fishermen residential areas. There is no fishery policy in Pakistan. PFFF is making effort to prepare a policy draft to present it to Govt. for acceptance. PFFF have 7,000 members mostly in Sindh and Balochistan. PFFF work with local fishermen organisations and formed its unit. OPP – OCT is supporting in one fishermen area in Lyari, Karachi known as Khadda where PFFF is working with local organisation known ‘Khadda Muslim Welfare Khidmat Committee’ (KMWKC).

KMWKC established in 1973 but did not function for several years. Later some area youth joined the organisation and activate it again in 1998 specially working in education, health and welfare activities.

OPP – OCT supported line of credit in Jun,2002 through PFFF. Total 55 units supported with Rs. 439,000. 6 units are closed. 50 open units. Recovered loan with principal Rs. 142,955 and mark up Rs. 31,504. Out standing balance is Rs. 296,045. 

6. Local Development Committee (LDC) Essa Nagri, Karachi, Sindh

Micro credit program initiated with support from OPP - OCT in ??2002. Total 8 units supported with Rs. 68,000. All 8 units are open. Recovered loan with principal Rs. 13,127 and mark up Rs. 2,173. Out standing balance is Rs. 54,873.

7 .Sindh Rural Partners Organisation (SRPO), Mirpurkha, Sindhs
SRPO established by 4 workers from NRSP with an objective to work on ‘bottom up’ approach in 2001. This organisation objectives are poverty alleviation, gender equity, education and health. SRPO developed Village Organisations (VOs) in 65 villages of 3 sub-districts of Mirpurkhas. At least Rs.50 per month saving is compulsory for the member of the VO. Total membership in VOs is 963 with total saving amount to Rs. 1,73,560 since Apr.02 collected in SRSP account. Credit provides to saving members on 25% flat service charge. At the end of the year 12.5% service charge returns to the VOs. 13 loan loans amounting to Rs.  92,000 disburse among the members.

8. Bhitai Welfare Association (BWA), Hyderabad, Sindh

BWA established in 1991 in Jhundo Khoso, a rural area 10 Km from Hyderabad. which organised health camps and education for school children. Jhundo Khoso and neighbouring villages’ farmers facing shortage of irrigation water since 70s. These villages irrigated through Rahuki Minor, one of the three canals emanating from the Hyderabad Branch Canal at the Hoosri Regulator. This minor commands 24,000 acres and give rise to 52 water courses. Before 70s canal functioned satisfactory when it was maintained by local landlords. Since 70 onwards when government irrigation department started to administrated the system, the local farmers specially at tail end faced shortage of irrigation water. The farmers of this area approached Abdul Hakim Khoso, President BWA. They formed a network as Rahuki Tail Abadgar Association(RTAA). RTAA collected the evidence and file the case in Human Right Court of Pakistan. The court decision was in favor of farmers based on Article 9 of Pakistan’s Constitution, which ensures the right to life and the security of a person linked with the supply of water as a basic human right and ordered the districts officials to ensure the required flow (70 cusec) of water to the community.

OPP – OCT supported line of credit to BWA from Dec.2002. 

9. Ishaq Khooh Kohistan Social Welfare Association (IKKSWA), Kohistan, Sindh

IKKSWA was established in 1984 in Ishaque Khooh village located in arid zone. The organisation formed by Mr. Ali Murad Jokhio a villager who is working in Pakistan Steel Mill. This village had no basic facilities like water supplly, education, electricity and road. The organisation working is Village Ishaq Khooh Kohistan.

· Establish Kohistan Education complex and community center in 1986 with financial assistance from CIDA, National Council of Social Welfare, District Education Fund and Community contribution.

· Construction of 8 Km link road from village to Jahngshahi with assistance of C & S department Govt. of Sindh.

· Electricity provision for village with assistance of I & PD.

· Girls School building in 4 villages with assistance of ZAZAD.

· Installation of 6 tube wells, 29 deep wells hand pumps and 22 shallow hand pump in different villages with the assistance of ZAZDA-RDD/UNICEF and community contribution.

After availability of water, IKKSWA made effort to initiate income generation activities. They organised workshops to motivate villagers for live stock farming.  In Nov.2000 Two groups consisted of 5 members formed for live stock farming as pilot basis. First group initiated with 3 buffalowes and 4 cows. In Jun.2002, this group had 15 Buffaloes and 6 cows. Second group initiated with 1 buffaloes and 2 cows. In Jun 2002, this group had 5 buffaloes and 6 cows. 

In Apr.202, IKKSWA came into contact with OPP-OCT through Mr. Munir Ahmad Chandio of Sindh Rural Workers Cooperative (SRWC), Thatta. After discussions and visit of village, |OPP-OCT agreed to support line of credit. They requested loan for feed, shed and store room for cattle farming as with increasing number of cattle.

Micro Credit program was initiated in Sep02. RDT assisted 5 units amounting to Rs.250,000. All 5 units are open. Outstanding balance Rs. 250,000.

10. Soan Valley Development Program (SVDP), Khoshab, Punjab 

SVDP established by Mr. Gulbaz Afaqi, a journalist from this area in 1987. He was inspired with Dr. Akhter Hammed Khan and Orangi Pilot Project ( OPP ). He left his profession and return back to his homeland, Soan Valley.  The main activity of organization is small credit and awareness campaign for sustainable development. Recently, they just started to monitor Govt. literacy program (Informal Education for non-school going kids.

Soan Valley is located in North Central Punjab salt range. Sub District Naushahra is the central town of valley, in Khoshab district. Population of valley is 325,000. There are 28 villages in this valley. Total area is 2,36,737 acres, while irrigated area is 10,000 acres. There is no river or canal here. Rainfall is major source of water.  Seasonal watershed is exist. Ground water is main source for irrigation and drinking water. Avg. land holding is 10acres.

SVDP is working in following 18 villages, Anghar, Pallar Wal, Latif Khan, Khora, Kufrali, Khwari Wadi, Mohalla Ahwal, Uchali, Ughali, Chatta Wadi, Lari Adha, Mohalla Zarsaal, Noshehra city, Jahnghay Wala, Dhohur, Mohalla Ajwan, Mohalla Dr. Wali Masjid and Manzoorabad.

OPP - OCT supported micro credit program from Mar.97. OCT supported 268 units amounting Rs.52,64,000. Total 124 unit closed. 144 units are open. Recovery of loan with principal Rs.36,30,865 and mark up Rs. 5,40,309. Total 6 unit write off with principal Rs.  and mark up Rs. Outstanding balance is Rs. 16,33,135.

Regular units are 240 amounting Rs. 4,14,000. 107 units closed. 133 units are open. Recovered principal Rs. 30,80,865 and mark up Rs. 4.41,640. Outstanding balance Rs. 14,33,135. Seasonal units are 28 amounting Rs. 7,50,000. 17 units closed. 11 units are open. Recovered principla Rs 5,50,000 and mark up Rs. 98,669. Outs standing Rs. 2,00.000. 

11.  Al – Falah Development Organisation (ADO), Rawalpindi, Punjab

ADO established in Jan.02. Earlier ADO work as ‘Anjuman Falaho Behbood’ (AFB). AFB activities are education, teachers training and micro credit. ADO is working Mazharabad, Railway scheme colony, Melad Nagar, Siesel Colony, Dhock Matakal, Dhock Hasoo, Dhock Ratta, Meharabad, Gulshan Data and Carriage Factory Colony. 

AFB initiated micro credit program in Jun. 97 with support from OCT. Total 37 units supported with Rs. 415,000. All units closed with 100% recovery of principal Rs. 415,000 and mark up Rs. 59,480. AFB faced internal organisational crisis and credit program stopped in Jan.’00.

Micro credit program initiated with support from OPP - OCT in Jan. 02. Total 101 units supported with Rs. 1,408,000. 3 units are closed. 98 open units. Recovered loan with principal Rs. 347,483 and service charges Rs. 47,082. Out standing balance is Rs. 10,60,517. 

12. Development Vision, Haripur, NWFP

DV established in 2000 and registered under Trust Act in 2001. DV is working in Haripur for Sewerage and Sanitation, Reproductive Health, Voter Education, Labor Education, Child Rights and Micro Credit Programs. DV is working in Hattar City, Shadi Village and Kamal Pur.

OPP-OCT supported for micro credit since 2002. Total 44 units supported with Rs. 540,000. All 44 units are  open. Recovered loan with principal Rs.7,420 and mark up Rs. 2,580. Out standing balance is Rs. 532,580.


b)
Organisations became independent from OPP-OCT

1. Orgnisation for Participatory Development (OPD), Gujranwala, Punjab

OPD was established in 1992. The main objective is to raise quality of life of low-income community people living in 22 localities of Nowshera Raod (Main target group is women and children).  OPD activities are formal school, health, training for health and education and micro credit.

Micro credit program was initiated in May, 1993 with support from OCT. In 6 years, 228 loans amounting to Rs.3,435,500 million were disbursed. All loans recovered with 100% principal Rs. 34,35,500 and mark up Rs. 6,86,389. OPD micro credit program covered both urban and rural area. Rural credit was given to the farmers to purchase seed, fertilizer and pesticides.  Than OPD accumulated its own revolving fund and now they are continuing their micro credit program.

2. Community Development Concern (CDC), Sialkot, Punjab

 Micro Credit program was initiated in Jul. ‘94. OCT assisted 106 units amounting to Rs.13,97,000. All 106 units closed. Recovered 100% principal Rs.1,397,000 and mark up Rs. 3,06,254. 

3.
Youth Commission for Human Rights (YCHR), Lahore, Punjab

YCHR established in 1989 by fresh graduates from Punjab University. YCHR initiated home schools, health, sanitation and micro credit program. YCHR engaged a large staff on high salaries. Also community participation level was low. Later ACHR close its programs and initiated solid waste management program. 

OPP also supported to initiate credit program in Jun. ‘93. OCT supported 252 units amounting to Rs. 3,218,980. All units closed. Loan recovered with principal Rs. 3,086,980 and mark up Rs. 7,50,655. Total 14 units write off with principal Rs. 1,32,000 and mark up Rs. 22,541. Micro Credit Program ended in Feb. 99 because OPP-OCT withdrew support from YCHR due to increasing number of default cases and improper account management.


c) Micro Credit Program discontinued

1.  Soofi Shah Inayat Shaheed Sughat (SSISS), Faridabad, Dadu, Sindh

SSISS established in 1980 for development of Faridabad, Dadu. Populationof this area is 500. About 98% population directly or indirectly related with agriculture. Women work in farms. Also they are making rope at home and get additional income of Rs.25-30 per day for around 2 kg of rope. The activities are health, girls education, Library and micro credit.

SSISSS initiated micro credit program in 1996. Since than 3 phases was completed until Aug.2002. OCT assisted 31 units amounting Rs. 5,02,900. All loan required with 100% principal (Rs.5,02,900) and mark up (Rs. 82,074).

Due to shortage of water for irrigation in Faridabad Daddu, local organisation not proceeding loan and waiting for better situation regarding water. After this they will continue the micro credit program.

2. Naujawan Social Welfare Association (NSWA), Bijari, Sindh

Goth Bihari Sharif have a population of 1500. 80% are engaged in agriculture, 15% are laborers and employ, while 15% have small businesses. This is perennial area. Main crops are Rice, Wheat, Sugar Cane and Sunflower. Average land holding is 20 acres.

NSWA initiated micro credit program for farmers to increase their productivity with support from OPP. Due to lack of management skills, NSWA not able to recovery of loan and OPP withdraw its support.

OPP - OCT supported micro credit program to NSWA from 98. OPP - OCT supported 76 units amounting to Rs.2,793,900. Total 35 units closed. 41 units are open. Total loan recovered with 100 % principal Rs. 1,117,741 and mark up Rs.1,93,915. Out standing balance is Rs. 1,676,159. 

3. Anjuman Samaji Behbood(ASB), Faisalabad, Punjab
ASB was established in 1964. This was and welfare oriented organisation working to assist students in fees, funeral arrangements, marriage of children without parents. Also ASB lobbied with government and invited politicians to get basic facilities from government.  Mr. Nazir Ahmad Wattoo the founder of ASB visited OPP in 1987. He visited continuously 6 years, which changed his whole attitude towards development and than ASB adopted OPP concept and methodology. 

Micro Credit program initiated in Sep.‘94. OCT assisted 277 units amounting to Rs. 4,351,500. All units closed. Loan recovered with 100% recovery of principal Rs. 43,51,500 and mark up Rs. 740,553. Micro credit program stopped in Sep.’00 because ASB want to take some time to analyse its microcredit program. 

4. Anjuaman Islah – e - Moashira (AIM), Jehlum, Punjab

AIM established in 1985. AIM is working for education, health, rural development, industrial home and public library. AIM established project comities to manage different projects.

In Pind Dawan Khan, 85% people are engaged in agriculture and small businesses. While 15% are employ in private and government organizations, like pharmaceutical companies, cement factory, and fertilizer company. 

In Mar. 97, AIM initiated micro credit program with support from OCT. OCT assisted 90 units amounting Rs. 18,15,000. 89 unit closed with 100% recovery of principal Rs. 18,08,300 and mark up 2,62,842. One unit open with out standing balance of Rs. 6,700 as principal. Main activists of organisation now involved in union council or not active due to sickness. Furhter extension for assistance will be decided after recovery of total loan by considering present status of organisation. 

13.Research/Publications

Following researches are in process of publication;

· The Impact of Micro-credit on Urban Livelihood: Experiences from Karachi by S. AKBAR ZAIDI
· Social Impacts and Constraints of Microcredit in the Alleviation of Poverty: A Qualitative Study of the Micro Credit Program Orangi Pilot Project - Orangi Charitable Trust, Karachi by  Naheed Rehman,
· The process of Micro-credit model building through learning by doing: Changes in process and directions from 1987 to 2002 by Hari Ram Lohano

· Enterprneurnership in Orangi and OPP-OCT’s Micro Credit Program by Aquila Ismail
· Market Research for Mincro Finance Mohammad Javed Baig and Abdul Sattar Dehri
· Process of Loan Disbursement by Mohammad Javed Baig

· Enterprneurnership in Orangi and OPP-OCT’s Micro Credit Program by Aquila Ismail
12.  Donors

OPP-OCT initiated program by obtaining over draft facility from National Bank, Orangi. From the second year many generous donors began to give annual grants for overheads and donations for revolving funds, which made OPP-OCT less dependent on donors.

Chief donors are; 1) Infaq Foundation Rs.35.5 million as revolving fund for loan, 2) World Bank Rs.8.95 million, 3)CEBEMO Rs. 0.5 million, 4) SNPO Rs. 5.28 million.
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