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Abstract 
Rural poverty is a major socio-economic issue of many of the developing countries including Pa-
kistan. Different strategies are being used to combat with rural poverty including disbursement of 
micro-credit by different state or non-state institutions in the country. In order to find out the im-
pact of micro-credit on livelihoods of rural poor in the Punjab province of Pakistan, the present 
study was designed. Survey research design using mix method approach to data collection was 
used. Both probability (simple random) and non-probability sampling procedure was adopted for 
the selection of study objects. The total sample size of study was 150 (both male and female reci-
pients of micro-credit). Descriptive (Frequency, %, mean, SD) and inferential statistics (multiple 
regression) was used for the interpretation of data through SPSS. It was concluded from the re-
sults that majority of the recipients of micro-credit was belong to young age category (mean age 
36 Years) with low educational status. The educational level of rural women is very low compared 
to men. A large majority (78.0%) of the micro-credit recipients were female having low monthly 
income (119USD). Disbursement of micro-credit was one of the major strategies to cope with the 
issues of rural poverty. The average loan size as received by respondents was continuously in-
creasing every year. In the research area illiteracy was on the top among other reasons of poverty 
with highest mean value (4.49/5.00). Majority of the respondents reported that micro-credit had 
significant impact in uplifting their livelihoods. It was suggested that micro-credit disbursement to 
the poor is not a sustainable solution to reduce poverty. The state should start other income gen-
eration activities in rural areas. 
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1. Introduction 
Poverty is a sate having many dimensions which may be income based or non-income based. Different econo-
mists defined income base poverty in different ways. The comprehensive definition of poverty is that is the ina-
bility of a person to meet his/her daily requirements for health living [1]. In more simple words it is the state of 
deficiency in the overall comfort of an individual with minimum monitory resources [2]. Such individuals have 
no capacity to support themselves as well as their families for healthy living. The other dimension of poverty is 
non-income based. According to social scientists, non-income poverty is the lack of access to basic human, so-
cial, cultural and economic rights by an individual on individual or societal basis. In addition, poor participation 
by sections of society on equality basis is also termed as non-income based dimension of poverty [3]. All the in-
dividuals who are in state of income and non-income poverty are the deprived and marginalized masses of any 
society. Because both income and non-income nature of poverty has adverse impacts on their livelihoods [4]. 

Both income and non-income nature of poverty is present in every society and region since the creation of 
mankind and this universe in different shapes and modalities. Research studies on poverty showed that poverty 
is a rural phenomenon as about 75.0% of the total world’s poor people are living in rural areas [5]. Economists 
and social scientists proved that people who used to live in rural localities are more vulnerable to poverty and 
food insecurity due to the one or other reason [6] [7]. Out of the total poor people of the world, it is reported that 
about 176 Million chronic1 poor people are residing in South Asia. Due to the poor performance of economic, 
social and human development indicators, such countries are referred to as fragile states. The major reason be-
hind this high poverty rate in these countries is that, state departments are failed to deliver basic socio-economic 
services to all the people at their door-steps [8].  

Like other countries of South Asian region, same fate of poverty also exists in Pakistan. According to Ali et 
al., (2010) poverty in rural areas was found to be double compared to urban areas. Keeping in view the multidi-
mensional nature of poverty in Pakistan, the special focus and concern of economists and other development 
practitioners is on poverty reduction through sustainable growth in economy. Different state and non-state insti-
tutions are widely engaged in implementing poverty reduction strategies since many decades. This is very 
common perception around the globe that micro-credit serve as a powerful tool in poverty reduction. Specifical-
ly, in less developed countries extensive evidences are present to prove the role of micro-credit in poverty re-
duction [9]. 

With this perception, a number of social scientists and policy makers are engaging in designing strategies to 
smooth and efficient delivery of micro-credit to maximum number of poor people in the world. In Pakistan also, 
a number of state and non-state institutions and commercial banks are involved in delivery of micro-credit to the 
poor people in rural areas [10]. Many non-state institutions e.g. non-governmental organizations (NGOs), or 
non-profit organizations (NPOs) are involved in disbursement of micro-credit the poor people [11]. On interna-
tional level, different researchers reported that micro-credit, if it is readily available for resource poor particu-
larly for rural people on minimum or no interest rate will play significant role in rural poverty reduction [12]-[14] 
and many others). With this notion, the present study was designed to assess the impacts of micro-credit on live-
lihoods of rural poor with following research questions: 

1. What are the description of socio-economic profile of respondents 
2. In your opinion what are major causes of rural poverty and how it can be reduced? 
3. What is the average size of micro-credit loan on annual basis? 
4. What are the major impacts of micro-credit on the livelihoods of poor people? 

Theoretical Framework 
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1The people who are in state of poverty since a long time are the chronically poor people. 
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2. Methodology 
The present study was conducted in the Punjab province, Pakistan which is highly populous province among 
other provinces. According to the estimation report by the Government of Pakistan the share of Punjab province 
in total population of the country is about 50%. Major share of agricultural production comes from this district 
as agriculture is the major source of income for the livelihoods of majority of its population. The province is di-
vided into three agro-ecological zones as Southern Zone, Central Zone and Northern Zone. 

2.1. Research Design 
Cross-sectional survey research design was used for the present research as the data were collected from res-
pondents within a single span of time. 

2.2. Data Collection Techniques 
In this study mix method approach using both qualitative (Key-informant Interviews & Focus Groups) and 
quantitative (face to face interviews) techniques was used for the collection of data. Both interview guide (for 
Key-informant & Focus Groups Interviews) and interview schedule (for face-to-face interviews) were prepared 
keeping in view the research questions of the study for the collection of data from respondents. The content and 
face validity of both the research instruments were checked before data collection. 

2.3. Sampling Technique 
Keeping in view the complex nature of rural poverty, its dimensions and rural livelihood realities of the research 
area, sampling procedure was completed in three phases using both probability and non-probability sampling 
design. During 1st phase one district from each agro ecological zone was selected by using simple random sam-
pling (probability sampling). In the 2nd phase from the selected three districts, an inventory of institutions that 
used to disburse micro-credit to the farmers with low interest rate and minimum legal formalities was prepared 
with the help of key informants and all the stakeholders. From that inventory one institution from which majori-
ty of the rural people used to get micro-credit was purposefully selected (non-probability sampling). The pur-
pose of the selection was the popularity and credibility of institution in disbursing micro-credit to the rural 
people who are resource poor with no other financial liability on the part of people who used to get credit. In the 
3rd phase list of recipients of micro-credit from the concerned institution was taken from each list of three se-
lected districts, 50 recipients were randomly selected and face-to-face interviews were conducted with the se-
lected respondents. 

2.4. Data Analysis 
The collected data were analyzed with the help of SPSS. Both descriptive and inferential statistics was used for 
the interpretation of data. Multiple regression model was used to find relationship between dependent and inde-
pendent variables. In the present research, Improvement in Livelihoods (IL) was selected as dependent variable 
while on the other hand Access to Micro-Credit Services (AMCS) and Simplicity of the Micro-Credit Dis-
bursement Procedure (SMCDBP) were used as independent variables. In the form of equation, these variables 
are given and explained below: 

Y = B0 + B1X1 + B2X2 + e 
IL = B0 + AMCS1 + B2SMCDBP2 + e 
IL = Improvement in Livelihoods 
AMCS = Access to Micro-Credit Services 
SMCDBP = Simplicity of the Micro-Credit Disbursement Procedure 

3. Results and Discussion 
3.1. Socio-Economic Profile 
(Age) The data regarding age of the respondents as given in Table 1 showed that average age was found to be 
36 years, which shows that majority of the respondents who used to get micro-credit were mostly belong to  
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Table 1. Age of the respondents.  

Minimum Age Maximum Age Average Age 

18 Years 66 Years 36 Years 

(Source: Survey Data by Author). 
 
young age group. This showed that young people are more inclined towards lending of micro-credit. During 
Focus Group Discussion meetings, the question was raised to find out the age group who mostly involve in 
lending micro-credit? Majority of people responded that due to minimum availability of other income generation 
activities as well as employment opportunities for generation in the country, young people used to start small 
business or micro-enterprises to earn income for their livelihoods. Similar results were also reported by [15]. 
They studied the impact of micro-finance on poverty reduction in the Punjab, Pakistan. 

The data regarding age of the respondents as given in Table 1 showed that average age was found to be 36 
years, which shows that majority of the respondents who used to get micro-credit were mostly belong to young 
age group. This showed that young people are more inclined towards lending of micro-credit. During Focus 
Group Discussion meetings, the question was raised to find out the age group who mostly involve in lending 
micro-credit? Majority of people responded that due to minimum availability of other income generation activi-
ties as well as employment opportunities for generation in the country, young people used to start small business 
or micro-enterprises to earn income for their livelihoods. Similar results were also reported by [15]. They stu-
died the impact of micro-finance on poverty reduction in southern region of the Punjab, Pakistan. 

(Gender) The data regarding gender is presented in Table 2 given below: 
The data regarding profile of respondents on the basis of gender showed that a large majority (78.0%) of the 

respondents were female who used to get micro-credit facilities to improve their livelihood status. This showed 
that rural women were more inclined to get micro-credit as compared to men. The reason might be due to the 
limited availability of income generation activities for women in rural areas as compared to men. During focus 
group discussion, it was noted that the major purpose of lending micro-credit for majority of the rural women 
was purchase of livestock and poultry. They used income that they earned from that livestock and poultry on 
different household expenses. The findings of the present research are confirmed the results explained by [15]. 
The other reason of women’s more involvement/interest in getting is the high poverty rate among rural women. 
Women in rural areas of Pakistan are more vulnerable to poverty as compared to men [16]. Due to the presence 
of high poverty rate and under nourishment among rural women in Pakistan, micro-finance/micro-credit institu-
tions are paying more attention and emphasis on disbursing micro-credit to women. 

(Income) Income is very much important for the livelihoods of individuals. The data regarding monthly in-
come of respondents is given as in Table 3. 

The data presented above shows the poverty status of people in the research area. This is very much clear 
from the data that majority of the people are facing the problem of poverty as they have very low income. Even 
in some cases, households didn’t have enough money for the medical treatment of themselves and their families 
and also for the education of their children. Due to that reason majority of the poor people in rural areas are fac-
ing the problems of food insecurity and undernourishment especially female. 

(Education) Education is one the important human capital. It plays a key role in poverty reduction and for 
better earnings for livelihoods. The data regarding education of the respondents is tabulated in Table 4. 

The data presented in Table 2 majority (39.3%) of the respondents were illiterate followed by 34.0% who 
have only five years of schooling. This showed the low educational level in rural areas. Out of the study res-
pondents, no person had education upto graduation (higher education particularly in Universities/degree award-
ing institutes). These results confirmed the statistical data regarding literacy ratio at national level in Pakistan. 
According to the report of Government of Pakistan literacy rate in rural areas was low as compared to urban 
areas [17]. Very interesting and unfortunate results was found regarding educational level of women in the re-
search area as majority of the respondents was female as presented in Table 5. 

The results showed that illiteracy among rural women is very common in the research area just like other 
parts of the country. These results proved the low literacy ratio of rural women in Pakistan as stated by [17]. 

3.2. Reasons of Poverty 
Since many decades Pakistan is facing a number of social and economic issues. Out of these issues, poverty  
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Table 2. Gender profile of respondents. 

Gender Frequency Percentage 

Male 33 22.0 

Female 117 78.0 

Total 150 100.0 

(Source: Survey Data by Author). 
 
Table 3. Monthly income of respondents. 

Minimum Monthly Income Maximum Monthly Income Average Monthly Income 

3000 PKR (30USD) 85000 PKR (850USD) 11919 PKR (119USD) 

(Source: Survey Data by Author). 
 
Table 4. Educational profile of respondents. 

Education Frequency Percentage 

Illiterate 59 39.3 

Primary (five years of schooling) 51 34.0 

Matric (10 years of schooling) 13 8.7 

Intermediate (12 years of schooling) 27 18.0 

Total 150 100.0 

(Source: Survey Data by Author). 
 
Table 5. Male and female Literacy ratio of respondnets. 

Education 
Gender 

Total 
Male Female 

Illiterate 5 54 27 

Primary (five years of schooling) 8 43 59 

Matric (10 years of schooling) 4 9 13 

Intermediate (12 years of schooling) 16 11 51 

Total 33 117 150.0 

(Source: Survey Data by Author). 
 
which is very much common in rural settings is the major one. In the present, the respondents were asked to tell 
about the major reasons of widespread rural poverty and their responses were recorded on five point likert scale. 
The descriptive (mean and SD) of the said data is presented in Table 6. 

The data presented in Table 4 showed that among other reasons of rural poverty in the research area, lack of 
access to educational facilities or other words illiteracy was on the top with highest mean vale (4.49/5.00). This 
clearly indicate that majority of the respondents were fully agreed that illiteracy or low educational level in rural 
areas is the main cause of rural poverty. And this has been already discussed that illiteracy is very common in 
the research area as majority of the respondents were illiterate (see findings of Table 2 regarding education). All 
other reasons of poverty as pointed out by the respondents had mean greater than 3.5/5.00 which showed that 
majority of the respondents were agreed regarding reported reasons of poverty. These findings confirmed the 
results reported by references [18], [19] and [20]. 
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Table 6. Mean and SD of reasons of rural poverty. 

Reasons of rural poverty Mean SD 

Lack of access to educational opportunities/Illiteracy 4.49 0.602 

Lack of employment opportunities 4.35 0.853 

Lack of good governance policies by the state 4.32 0.756 

Small Land holdings and Low agricultural produce 4.11 0.693 

Lack of access to health Facilities 4.06 0.688 

Poor marketing facilities of agriculture produce 4.02 0.723 

Limited access to social safety nets (SSNs) and Micro-credit facilities 3.97 0.749 

Poor Agric. Technology transfer system 3.82 0.964 

(Source: Survey Data by Author); (Scale: 1 = Strongly Disagree, 2 = Disagree, 3 = Undecided, 4 = Agree, 5 = Strongly Agree). 

3.3. Loan Size 
The respondents were asked question about the size of loan since last five years starting from 2010 to 2015 and 
the data in this regard is tabulated in Table 7. 

The data given in Table 5 indicate that the amount of loan as micro-credit is increasing every year. This 
showed that micro-credit had significantly play role in improving the livelihoods of rural people. But the other 
side of the picture is that disbursement of micro-credit is not a sustainable strategy in upgrading the livelihoods. 
Its basic function is to give preliminary foundation to the poor people to start his/her business or any activity/ 
enterprise for better earning. The year wise increase in size of loan by the respondents is well explained in Fig-
ure 1 given. 

3.4. Perceived Impact of Micro-Credit on Rural Livelihoods 
The perceived impact of micro-credit on livelihoods of rural poor in the research area was determined by using 
5-point likert type scale against different indicators of livelihoods. The results in this regard are given in Table 
8. 

The data presented in Table 6 showed that all the livelihood indicators had mean more than 3.00 which 
showed that majority of the respondents agreed on the opinion that microcredit had positive impacts on their li-
velihoods. The indicator of livelihood having maximum mean value ( x ) 4.27/5.00 was that micro-credit de-
crease the vulnerability of people to poverty and other environmental shocks. The results also showed that mi-
cro-credit also had positive role in poverty reduction having mean value 4.05/5.00. These results confirmed the 
findings reported by [21] who concluded that micro-credit is an effective tool against poverty reduction. The 
same was also reported by [22]. He stated that although microcredit has significant role in poverty reduction but 
it also has some shortcomings like small loan size, majority of people spend loan money to meet household ex-
penses instead of starting business (this practice is very common in rural areas), lack of proper awareness among 
community members about micro-credit, and minimum support from the state institutions. 

3.5. Results of Regression Analysis 
Multiple regression was run on SPSS with one dependent and two independent variables and the results in this 
regard are given in Table 9. 

The results of the regression analysis showed that Adjusted R Square is 0.650 which indicate that Dependent 
Variable-Improvement in Livelihoods (IL) can be easily anticipated through predictors (dependent variables) 
which were Access to Micro-Credit Services (AMCS) Simplicity of and Micro-Credit Disbursement Procedure 
(SMCDBP). Moreover, the value of R as correlation coefficient 0.809 indicates that dependent variable had 
highly positive correlation with all independent variables. Analysis Of Variance (ANOVA) table showed that 
value is highly significant (0.000) indicating that all the independent variables i.e. AMCS and SMCDBP are 
significantly forecasting the impact of Improvement in Livelihoods (IL). 



M. Luqman et al. 
 

 
311 

Table 7. Loan size of respondents. 

L
oan Size 

Year Minimum (in PKR) Maximum (in PKR) Average (in PKR) 
2010 10000 150000 19979 
2011 15000 30000 22900 
2012 15000 35000 27500 
2013 20000 350000 38900 
2015 20000 350000 49583 

(Source: Survey Data by Author). 
 
Table 8. Mean and SD of different livelihood indicators regarding impcat of micro-credit. 

Indicators Mean SD 
Decrease vulnerability to poverty and environmental shocks 4.27 0.702 
Contribution in family income 4.25 0.725 
Improvement in Business 4.17 0.474 
Improve access to educational facilities 4.12 0.827 
Improved Overall household wellbeing 4.09 0.717 
Increase income level 4.07 0.928 
Reduction in poverty status 4.05 0.622 
Improve children well-being 3.87 0.730 
Improve household food security status 3.78 0.578 
Improve access to health facilities 3.65 0.905 
Improve self-respect 3.56 0.755 
Improve decision making power 3.53 0.730 
Improve self-confidence 3.51 0.833 
Enhance productivity level and skills 3.37 0.856 
Increase control over resources 3.25 0.897 
Increase in Agricultural Land 2.95 0.933 

(Source: Survey Data); (Scale: 1 = S. Disagree, 2 = Disagree, 3 = Undecided, 4 = Agree, 5 = S. Agree). 
 
Table 9. Summary of regression analysis. 

Model Summary 
Model R R Square Adjusted R Square Std. Error of the Estimate 

1 0.809a 0.655 0.650 0.14806 
a. Predictors: (Constant), Simplicity of Procedure of micro-credit, Access to Credit services 

ANOVAa 
Model Sum of Squares df Mean Square F Sig. 

1 
Regression 6.111 2 3.055 139.384 0.000b 
Residual 3.222 147 0.022   

Total 9.333 149    
a. Dependent Variable: Improvement in livelihoods 

b. Predictors: (Constant), Simplicity of Procedure of Micro-Credit, Access to Credit Services 
Coefficients a 

Model 
Unstandardized Coefficients Standardized 

Coefficients t Sig. 
B Std. Error Beta 

1 

(Constant) −0.027 0.013  −2.023 0.045 
Access to micro-credit Services 0.430 0.041 0.560 10.528 0.000 

Simplicity of Procedure of  
Micro-Credit 0.275 0.037 0.397 7.466 0.000 

a. Dependent Variable: Improvement in livelihoods 
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Figure 1. Loan size during the last five years. 

4. Conclusions & Recommendations 
It was concluded from the results that majority of the recipients of micro-credit was belong to young age cate-
gory (mean age 36 Years) with low educational status. The educational level of rural women is very low com-
pared to men. A large majority (78.0%) of the micro-credit recipients were female having low monthly income 
(119USD). Disbursement of micro-credit was one of the major strategies to cope with the issues of rural poverty. 
The average loan size as received by respondents was continuously increasing every year. In the research area 
illiteracy was on the top among other reasons of poverty with highest mean value (4.49/5.00). Majority of the 
respondents reported that micro-credit had significant impact in uplifting their livelihoods. It was suggested that 
micro-credit disbursement to the poor is not a sustainable solution to reduce poverty. The state should start other 
income generation activities in rural areas. 
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