
Journal of Medicine, Physiology and Biophysics                                                                                                                              www.iiste.org 

ISSN 2422-8427     An International Peer-reviewed Journal 

Vol.17, 2015 

 

23 

Role of Microfinance Institutions to Transform Health and 

Education of Middle Class People of Pakistan 
 

Hafiz Tahir Mahyuddin (Director SCA) 

School of Commerce & Accountancy (SCA), University of Management & Technology, Lahore 

 

Saiqa Anwaar (Lecturer) 

School of Commerce & Accountancy (SCA), University of Management & Technology, Sialkot, Pakistan 

 

Shahid Latif (Lecturer) 

School of Commerce & Accountancy (SCA), University of Management & Technology, Sialkot, Pakistan 

 

Umer Shahzad (Lecturer) 

University of the Punjab, Gujranwala Pakistan. 

 

Abstract 

Microfinance institutions are products and services offered to the small business for improving the poor people 

especially health and education standards services including the saving, insurance, and money transferred facility, 

and a broad array of loan options. The main aim of the research paper is to deeply analyze and examine the role 

of micro finance institutions on bringing improvement in the health care and educational standards of middle 

people of Pakistan. The research is quantitative in nature. Questionnaire technique is utilized for the conduction 

of the research. The sample size limit is one hundred and five. Correlation and Regressions tests have being 

utilized for the analyses of the data. The findings of research have reflected that a micro finance institution does 

transform the health and education of middle class people of Pakistan.   

Index Terms— Microfinance Institution, Analysis, Health Standards and Education System  

 

Introduction  
Microfinance institutions play a progressive role leading towards the economic growth of any developed and 

under developed regions, society and community (Morduch, J, 2002). The main aim of this research paper is to 

focus on role of micro finance institutions in improving the health standards and education of middle class 

people with the support of microfinance aid or funds. The concept of microfinance institutions is not new to us.  

These microfinance institutions policies are designed and developed for middle class people or people who are 

living under the line of poverty (Sunia Ayub, 2013). Today, in the presence of competitive business environment, 

microfinance institutions are performing same functionality as compared with commercial banks of Pakistan. 

Top management involvement in terms of decision making skills of microfinance institutions is based on the 

global funding and effectively utilized these funds in rite direction (Holvoet, Nathalie , 2005). These directions 

work lead towards the success and economic growth as well. Microfinance institution are considered as the 

essential for improving the system by providing individuals small loans amounts, execution innovative ideas for 

entrepreneurs which do not have money, self-employed and effectively utilization of home based business 

(Farrell & Chris, 2006).  

The process of microfinance institutions are connecting and starting its operational activities with the 

support of money, self-sustaining and generate income which making them enterprises in the local market 

(Mahmud, Simeen, 2008). The revolutionaries of microfinance institutions are setting according to their 

ambitious goals and objectives. The microfinance institutions top management involvement and contribution is 

creating more professionalized in term of financial system, distribution of funds and improving living standards 

(Farrell & Chris, 2006).   Microfinance institution products and services offered by the small business for 

improving the poor people especially health and education standards services including the saving, insurance, 

and money transferred facility, and a broad array of loan options (Rahman, Aminur , 2001). 

The network of microfinance institution is spread through Asia, Bangladesh, India Latin America, 

Africa, East Europe, and many other developing worlds as well (Ted Baumann, 2007). All of these countries are 

developing and high population lives below the line of poverty and annual report show the weak economic 

position. Corporate governance plays a dynamic role to well perform the operational function activities of 

microfinance institution (Farrar, 2008). The corporate governance is associated with effective decision making 

skills, experience, effectively utilization of powers, shareholders and work for more development of 

microfinance institutions in their needed areas (Petra, 2005). The policy and procedure of microfinance 

institutions leads towards the health care of poor people, improve their current business situation, fulfilled their 

needs and educational system based on effectively utilization of worldwide funds (Farrar, 2008). The 

performance of microfinance institutions are correlated with the policy and procedures of corporate governance 
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connected with investments, effective utilization of top management powers, decision making skills, profitability 

and development of microfinance institutions (Sun, Mellahi, & Liu, 2011).  Corporate governance of 

microfinance institutions is helpful for middle class poor people of Pakistan. Obtaining the top management 

leadership and commitment plays a critical role for the diversification programs to succeed (Albert & Whetten, 

2006).    

 

Problem Statement 
Pakistan’s economic growth has being facing many fluctuations and increased unemployment and interest rates 

has overall made difficult for the people, especially middle class to meet their daily expenses. However, it is 

analyzed that emergence of the micro finance institution has and will overall impact on the living standards of 

the people. This research revolves around to investigate the role of micro finance institutes in improving the 

health care and educational standards of middle class people.  

 

Objective of the Study  
The main purpose of the research is to deeply analyze and examine the role of micro finance institutions on 

bringing improvement in the health care and educational standards of middle people of Pakistan. This is because 

in recent years it has being analyzed that number of people especially middle class is facing problems in bringing 

improvement in educational standards and health care.   

Microfinance institutions play important role for improving the way of living standards, health and 

education system of middle class people of Pakistan.  The main aim of microfinance institution is to help those 

people which are living under the line of poverty. The microfinance institutions operates its functional activities 

similar than commercial banks.  Microfinance institutions are considered as the essential for improving the 

system by providing individuals small loans amounts, execution innovative ideas for poor entrepreneurs, self-

employed and effectively utilization of home based business. This research tends provides one of the main 

aspects for the middle class people for the utilization of the services of microfinance institutions. 

The remaining structure of this paper is associated with literature review covering the important aspects 

such as theoretical framework model and formulation of hypotheses. Then, design the research methodology 

related to the sample size, data collection methods and statistic development tools is used for required outcome. 

Results and discussion is revolving around the correlation and regression analysis model. In the end, conclusion 

provides the improvement in microfinance institution transforming the health and educational system.   

 

Literature Review 
Microfinance institutions are working for provision loan facility with the help of financial service products 

offered to poor people of any developing region. The main aim is to facilitate the customers according to their 

needs and requirements in terms of business condition improvement, health care and educational system. The 

research study is about the “corporate governance connects with performance of microfinance institution 

implemented in central and Eastern Europe states”. The main functionality and activities of microfinance 

institution is considering as the outcome of committed individuals provide them assistance for reducing the 

poverty and leading towards the self-employment. All of these factors are directly influences the activities of 

entrepreneurship (Hartarska & Valentina, 2005).  

Today, in the presence of the competitive environment, microfinance institutions face many different 

challenges due to accomplishment and achievement of financial services for changing the living standards of 

middle class people of any region (Durrani, Usman, Malik, & Ahmad, 2011). These microfinance institutions 

operate its functional activities in terms of cost, sustainability, and work for better growth, governance and show 

the positive performance in market.  Microfinance institution operational functional activities focused on 

innovative lending product or services development for improving the constant and sustainability (Farrar, 2008). 

This factor also shows the strength and impact on microfinance indicator on borrowers.  

Another important aspect of microfinance institutions is about the characteristic of households savers 

(Morduch & Jonathan, 2005). The process of household savers is clearly defining the major source of 

distribution of funds for the financial market (Durrani, Usman, Malik, & Ahmad, 2011). Same process of 

funding are utilize for commercial banks, savings, loans, mutual saving banks and many other related companies 

perform functional activities. The function of microfinance banking system also revolve around the liquidity 

assets, checking individual accounts, certificate of deposits, loans issuance policies and requirements for gaining 

competitive advantages in the local market (Hartarska & Valentina, 2005).    

Microfinance institutions are offering different business loan facilities on five main characteristics such 

as income, age, life cycle, education and occupation (Farrell & Chris, 2006). All of these aspects are very 

important for enhancing the microfinance operational system activities and its network. During the past recent 

years, it is observed that there has been growing concern about the possible for capital shortage all around the 

global (Parker, Joan, Ira , & Kelly , 2000). On the other hand, the empirical studies and projections of capital 
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gaps have been based on various assumptions, inconsistent with the theory of capital accumulation. They naively 

extrapolate past trends, with few modifications for economic growth influences.   According to the research 

study was about the “role of subsidies in microfinance institution evidence for Grameen Bank”. The main 

purpose of the study is revolving around the bank offering microfinance facility to poor households, showing 

alleviate poverty by providing them small loans, deposit facility for gaining more consumers trust (Morduch & 

Jonathan, 2005). The outcome of this study was determined that the ratio of poverty in term of business current 

condition, health care and educational standards improving with the passage of time. In return the bank was 

established and accomplished its goals within define timeframe based on recovery and setting a lower interest 

rate.  

It is observed that from the past literature that microfinance institution target geographically to most of 

its consumers from local city and underdeveloped region. All of these targeted audiences increase the sales and 

market worth of microfinance institution in the local market (Aftab & Naveed, 2013). Secondly, targeting the 

audience or consumers from covering the demographic and socio economic factor of marketing main focusing 

on the specific gender, no age group limit, income level, consumer’s health issues, educational level and many 

other related activities perform which all are in the favor and improvement of banks (Jamal & Policy, 2008). 

Thirdly, psychographic target market of microfinance bank is considered as the market has obtaining the same 

attitudes, workplace environment, consumer’s friendly staff, values, obtaining lifestyles or standards for 

attracting more and new consumers for accomplishment of goals. This microfinance institution loaning product 

related segmentation orientation is also already exist for own specific product (Montgomery, 2005). The main 

aims of microfinance institution is to develop their market worth, increasing sales, decreasing the number of 

competitors, focus on the marketing campaign and offer best quality services for consumers according to their 

expectations and fulfilled their requirements (Mosley, 2001). 

In this research paper, there are three main parameters discussed which have been considered during the 

study that are health care, business conditions, educational standard directly influencing the role of microfinance 

institutions. Most of the previous literature related to the role of microfinance institution (Ahmad, 2008) (Farrar, 

2008) (Holvoet, Nathalie , 2005) (Rahman, Aminur , 2001) (Zaidi, 2007) is connected through different aspects 

leading towards the progression of economy growth. 

 

Theoretical Framework Model  
Theoretical framework model is derived from related literature. This theoretical framework model is based on 

main variables. Independent variables are health care, business conditions and educational standards and 

dependent variable is microfinance institution. 

 

 
Fig. 1 Theoretical Framework Model 

H1 

There is a positive relationship between the health care 

and microfinance institution. 

H2 

There is a positive relationship between the business 

condition and microfinance institution. 

H3 

There is a positive relationship between the educational 

standards and microfinance institution. 
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Methodology 

Research methodology is considered as the center piece of attention for conduction of the research paper. This 

research methodology revolves around the role and functional activity of microfinance institutions, improving 

health care of middle class people; improve their current business situations and educational system in any 

region. Research methodology is interconnected with idea and information about microfinance institutions 

resolves around the problem. The main problem diagnosed in this paper is associated with  Pakistan’s economic 

growth has being facing many fluctuations and increased unemployment and interest rates has overall made 

difficult for the people, especially middle class to meet their daily expenses. The literature review is designed 

and developed according to highlight the role of microfinance institutions to transform health and education of 

middle class people of Pakistan. Both sources of data collection information are used for conduction of the study 

that is primary method and secondary method. Non-probability sampling method is used for the accomplishment 

of the data analysis for overall improvement in the system of microfinance institutions to transform health care, 

business condition and educational especially for middle class people of Pakistan. 

 

 
Fig. 2 Methodology 

This research data is gathered from different microfinance institutions and their customers. These microfinance 

institutions are FINCA microfinance, Tameer Bank, Khushhali Bank of Pakistan, First Microfinance bank 

Pakistan and NRSP Microfinance bank. It is considering as the top management of microfinance institutions 

involvement and contribution is creating more professional in term of financial system, distribution of funds and 

improving living standards. The sample size limit is not more than 105. In this paper various research tools are 

used for composition of data transform into meaningful form. This research data is determined with the help of 

SPSS software version 19.0 (Argyrous, 2012) used to perform results and discussion. The outcome of this paper 

is based on two main tests such as correlation analysis and the other one is regression analysis. Correlation 

analysis is used for testing of hypotheses, and regression analysis is used for determining the actual position of 

variables, frequency, regression value and many other related functions performed. In the end, interpret the 

report and suggest recommendation for improvement in the system of microfinance institution to transform the 

health care and educational system of middle class people of Pakistan.  

 

Analysis 
The results and discussions of this research paper are connected with correlation analysis and regression analysis. 

Both of these tests are considered as an important tool for determining the relationship among variables, testing 

of hypotheses and also evaluating the actual position of variables in the study. It is analyzed that microfinance 

institutions are performing same functionality as compared to the commercial banks of Pakistan. The 

management revolves around the decision making skills of microfinance institutions, global funding and 

effectively utilized these funds in needed projects.  

 

Correlations 
This correlation analysis table is used for testing of suggested hypotheses derived from framework model. The 

result of correlation analysis are presented. 
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Table 1 Correlations 

Correlations 

 Health 

Care 

Business 

condition 

Educational 

Standard 

Microfinance 

Institution 

Health Care Pearson 

Correlation 

1 .162 .131 .512** 

Sig. (2-tailed)  .000 .000 .000 

N 105 105 105 105 

Business 

condition 

Pearson 

Correlation 

.162 1 .277
**

 .330
**

 

Sig. (2-tailed) .000  .000 .000 

N 105 105 105 105 

Educational 

Standard 

Pearson 

Correlation 

.131 .277
**

 1 .250
*
 

Sig. (2-tailed) .000 .000  .000 

N 105 105 105 105 

Microfinance 

Institution 

Pearson 

Correlation 

.512** .330
**

 .250
*
 1 

Sig. (2-tailed) .000 .000 .000  

N 105 105 105 105 

**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed). 

 

The test of correlation analysis is interconnected with independent and dependent variables. According to the 

results, first hypothesis is about the relationship between the health care and microfinance institution. So the 

values shows that health care factor and microfinance institution having correlation coefficient i-e .512**, sign 

level =.000.  Second hypothesis is about the relationship between the business condition and microfinance 

institution. So the values shows that business condition factor and microfinance institution having correlation 

coefficient i-e .330**, sign level =.000. Third hypothesis is about the relationship between the educational 

standard and microfinance institution. So the values shows that educational standard factor and microfinance 

institution having correlation coefficient i-e .250*, sign level =.000. Hence, all the values support this study and 

accepted the suggested hypotheses.  

 

Table 2 ANOVA 

ANOVA
b
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 150.732 3 50.244 56.09 .000
a
 

Residual 904.766 101 8.958   

Total 1055.498 104    

a. Predictors: (Constant), Educational Standard, Health Care, Business condition 

b. Dependent Variable: Microfinance Institution 

ANOVA table is used for determining the variance in between all independent variables with dependent variable. 

These varaibles are positively interlinked with each other. Frequency is denoted by “F”. The value of frequency 

is 56.09%, shows variance in framework model and level of sign=.000. 

 

Table 3 Coefficients 

Coefficients
a
 

Model Unstandardized Coefficients Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) 5.221 1.896  2.753 .000 

Health Care -.105 .120 -.083 -.881 .000 

Business condition .433 .142 .294 3.039 .000 

Educational Standard .198 .106 -.179 1.862 .000 

a. Dependent Variable: Microfinance Institution 

 

 

This coefficient table is extracted from regression analysis. Here, the values of standard coefficient is very 
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helpful for evaluate the actual position of variables or predicators. According to the result, it is analyzed that the 

first best predicator i-e Health card having beta value (083), second predicator is the educational standards 

having beta value i-e (.179) at the level of sign i-e 0.000. So, it is recommended that both of these variables are 

very good and improve the overall efficiency of microfinance institution in the local market.    

 

Conclusion 
Today, in the presence of competitive business environment, the role of microfinance institutions is considered as 

an important in the development of economic growth. The outcome of this paper concludes that the main 

purpose of all microfinance institutions is to help middle class people of any region or society. All of these major 

activities of microfinance institutions are leading towards improvement for reducing poverty especially for 

developing countries. The statistical results shows the strength of global poverty, lack of household income circle 

difficult for managing, poor education, health care factor create negative attitude among people about business 

condition and many other related activities performed which is not in the favor of economic growth.   

It is concluded that the performance of current condition of small business of Pakistan is not up to the 

mark due to inflation, energy crises and mismanagement, not properly planned and organized according to the 

requirements. Eighty percent people of Pakistan are living under the line of poverty, so the concept of 

microfinance institution is executed well. The organization structure of microfinance institutions are composed 

of three main components that are involvement of top level management, middle class management level and 

lower staff directly influences the customers for availing their innovative product and business services.  It is 

analyzed that the majority employee’s working in microfinance institution are performing well their assigned 

duties and effectively utilized their banking power for accommodation their customers. The top management of 

microfinance institutions is taking positive decisions with the support of chief operating officer uses the power 

for making new policies and innovative services, procedures and skills in terms of improvement, growth and 

expansion of the branches of the microfinance institutions in the local market. Health care factor is considering 

as an important aspects related to people who are living under poverty and not properly managing their expenses. 

Here, microfinance institutions help those people for offering them different account facility and insurance to 

accommodate them as per their policies. Another important factor of microfinance institutions are working under 

the law or license of State Bank of Pakistan. Many financial analysts think that the process related to the 

movement of funds starts from the money and capital market funds from saver to borrow.   

 

Future Works 
More future work should be conducted on the similar domain with an integration of number of other parameters 

and environments, especially focusing on the lower class people and role of micro finance in improving the 

health care and educational standards. This research study should be in future carried on large budget and long 

time span, so that productive results can be achieved.  
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