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Abstract 
Assessing the impact of microfinance programs is becoming popular 
among the microfinance practitioners and donors around the world. 
Appropriate assessment of microfinance programs enables major 
stakeholders to understand the current scenario and adapt better policy 
measures in the future. The objective of the study is to investigate 
popular conventional microfinance impact assessment approaches such 
as randomized control trials, counter factual combined approach and 
selected parametric approaches. The study uses SWOT analysis to 
highlight the pros and cons of each selected approach. We evaluate 
each approach on the basis of its scientific robustness and 
microfinance objectivity. The findings of the study reveal that none of 
the selected approaches in isolation cover the scope of microfinance 
assessment. The randomized control trials approach is scientifically 
robust to resolve the selection bias problem but objectively weak 
approach. Counter factual combines approach and selected parametric 
approaches have broader application and can be generalized for the 
similar studies but these approaches particularly suffer from selection 
bias problem.  

Keyword:  Microfinance, Impact assessment, Contemporary methods  

I.  Introduction 
 Assessment of microfinance programs is essential for appropriate microfinance 
functioning. Microfinance assessment helps three major stakeholders: microfinance 
institutions, donors and ‘prudential and regulatory’ authorities. The idea of microfinance 

impact assessment got momentum in the last decade. Broad based and rigorous studies 
were conducted by prominent Microfinance Institutions (MFIs), Aid Agencies (AAs) and 
International Financial Institutions (IFIs) such as Grameen Bank, Department for Internal 
Development, the World Bank and International Monetary Fund (Khandker, 2005; 
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Kondo et al., 2009; Roodman and Morduch, 2009; Bauchet et al., 2011; Goldberg, 2005). 
The existing literature about the impact assessment methods can be broadly divided into 
three categories;  
 
i. Experimental methods/Randomized Control Trials (RCTs) 
ii. Counter Factual Combined Approach (CFC)  
iii. Parametric Methods 
  
 Understanding the strength and weakness of each method is imperative because 
investigating an essential question, such as “Does microfinance work against poverty?” 

This question may be answered differently by using different investigation methods. 
There is no single universal method of microfinance assessment (Odell, 2010). Although, 
there are rigorous studies (Pitt and Khandker, 1998a; Roodman and Morduch, 2009; 
Coleman, 2006; Kondo et al., 2009; Banerjee et al., 2009; Khandker, 2005) across the 
world conducted by renowned policy and research institutions but there is no consensus 
about the impact assessment results rather in some cases the researchers report 
contradictory results1.  

 The impact assessment outcomes in terms of poverty alleviation and social-
economic uplift of the financially marginalized poor, resulting from various 
methodologies, are sensitive towards the selection of impact assessment methods. This 
has been evident from the study of renowned scholars like Khandker (1998; 2005) and 
Morduch (1999; 2009). Why a single microfinance impact assessment method cannot be 
used as a universal impact assessment method? This question is of central importance in 
the literature on microfinance impact assessment. There are may be various possible 
reasons; first, none of the existing microfinance impact assessment methods are error free 
therefore, no impact assessment method in isolation can cover the scope of microfinance 
impact assessment. Second, the impact assessment experiments cannot be performed in 
an entire controlled environment. The researchers have control over some factors (like 
selection of location, clients, non-clients etc.) While there are many other uncontrollable 
aspects (the difference between intrinsic abilities of clients, enthusiasm towards work, the 
difference in social, cultural and political values etc.) which yields differences in the 
outcome of a same experiment. Third, heterogeneity in area and differences in 
participants’ demographic characteristics are other dominant reasons to adopt a universal 

standard for microfinance impact assessment. However, the comparative analysis of the 
existing microfinance impact assessment methods will point out the relative importance 
of each method and its suitability in different situations. Islamic microfinance institutions 
are lacking rigorous impact assessment studies (Khan, 2011; Khan et al., 2009). Although 
IMFIs practical operations are not very old and still passing through the initial stages but 
the development and application of rigorous impact studies are the key to effective and 

                                                           
1  Khandker (1998); Khandker (2005) using quasi experimental and panel data techniques respectively. He 

investigated the impact of microcredit on poverty. He affirms positive impact of microfinance for clients 
in terms of poverty alleviation especially for women and extreme poor. Morduch (1999); Roodman and 
Morduch (2009) reinvestigated the results of Khandker (1998 and 2005) and concluded that he has 
exaggerated the results. For some important variables (women and extreme poor) they found negative 
signs. 
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unbiased expansion of this sector. The main objective of the study is to investigate 
popular conventional microfinance impact assessment methods such as randomized 
control trials, counter factual combined approach and selected parametric approaches  

 The paper has divided as; section-1 introduces the topic. Section-2 introduces the 
analytical framework of the paper. Section-3 consists of conclusion and lesson learned. 
Section-4 consists of limitations and future research directions. 

II.  Analytical Framework, Materials & Methods 
 The analytical framework of the study has designed to evaluate RCTs, quasi 
experimental and parametric impact assessment methods under the umbrella of SWOT 
analysis. We use SWOT analysis to comprehend pros and cons of each selected approach 
and to analyze the compatibility of each method as a microfinance impact assessment 
method. The analytical framework of the study has shown in the following figure1. 

 
 Figure 1: Flow Chart of Research Methodology Adopted 
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 The analytical framework shows the investigation approach of this paper. The 
SWOT analysis for each method will be carried out. Comparative analysis and cross 
comparison will be taken place within the mentioned elements of comparison.  

III.   Results & Discussion 

Strengths and Weaknesses of RCTs 
 Randomized Control Trails have attracted the attention of many well-known 
researchers (Dupas and Robinson, 2009; Karlan and Zinman, 2010; Banerjee et al., 
2009). RCTs can produce short term unbiased results and have the capability to provide 
an exact benchmark control group for socioeconomic comparison with experimental 
group.  
  
 The RCTs seems quite attractive for its scientific nature and producing unbiased 
results but this approach has its own shortcomings. The major shortcomings are reported 
as; First, this method produces only short run results because the endogenous and 
exogenous characteristics of control group cannot not be withheld for a long time period 
therefore, RCTs can yield only short term results which may not necessarily be 
generalized for a long run (Odell, 2010; Banerjee et al., 2009). Second, RCTs cannot be 
applied to assess existing microfinance programs. It can only be applied when an MFI is 
already identified and the evaluation structure is applied to choose a control and 
experimental group randomly (Bauchet et al., 2011; Odell, 2010). Third, a country 
(Bangladesh, Thailand) where the people have sufficient opportunities of credit, RCTs 
cannot be applied. This situation makes hurdles in identifying benchmark control group 
(Odell, 2010; Kondo et al., 2009). Fourth, RCTs reports only average impact of 
microfinance on socioeconomic variables (income, consumption, poverty etc.) which 
may not represent an appropriate assessment (Banerjee et al., 2009). Fifth, the result of 
RCTs cannot be generalized although it has a high level of internal validity because 
RCTs experiments are conducted in a specific environment with specific conditions 
(Banerjee et al., 2009; Odell, 2010; Bauchet et al., 2011). Sixth, the most critical point 
(From social and donor point of view) regarding RCTs is that it chooses control and 
experimental groups by a random process. Thus the genuine condition of poverty level is 
not considered in the selection process of clients (Bauchet et al., 2011; Coleman, 2006). 

 Keeping into consideration the pros and cons of RCTs, this technique has the 
potential to resolve the complicated issue of “selection bias” but still cannot serve 

effectively the purpose of impact assessment of MFIs. Impact assessment of MFIs 
naturally requires a long time period but RCTs does not have this potential to cope with 
the situation. Ultimately, RCTs fails to assess the impact of microfinance on slow 
growing and long term changing socioeconomic variables like poverty, wealth 
accumulation, distribution pattern, health, education, women empowerment etc. RCTs 
methods particularly fail to investigate the social impact of microfinance on the clients 
because it cannot be used for long term impact analysis2.  

                                                           
2  Impact assessment is not the only ultimate goal of donors and MFIs regulatory authorities. This is rather a 

tool to investigate the performance of MFIs on the socioeconomic conditions of the financially 
marginalized poor. The donors provide donation and grants to MFIs to serve the social purposes of the 
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Opportunities and Threats for RCTs 

 Being having scientific nature, RCTs have wide opportunities to accept 
universally. Selection bias, non-random placement of microfinance programs and clients 
were some of the major flaws of quasi experimental and parametric methods, which 
attracted the attention of researchers towards RCTs as impact assessment methods 
(Banerjee et al., 2009). The application of RCTs produces analytically robust results 
because these experiments are conducted on scientific principles which eventually yield 
rigorous results. But there is a tradeoff between social and scientific objectives of impact 
assessment. For example, the one you go for suffers the other. Although, RCTs produces 
unbiased and rigorous results but social viability along with the scientific robustness of 
an impact assessment methodology is essential. Unfortunately, RCTs fails social 
robustness and long run analysis tests. RCTs chooses clients, non-clients, area of 
operations etc., by random process without taking into consideration any deliberate social 
criteria such as the intensity of poverty, the non-availability of other financial institutions 
and gender empowerment. 
 

Quasi Experimental Approach 

There is a set of quasi-experimental methodologies but we shall use the most 
commonly applied methodology for the impact assessment of microfinance programs 
“Counter Factual Combined (CFC) approach” or “Difference in Difference approach 

(DD)3
”. A quasi-experiment is an empirical study used to estimate the causal impact of an 

intervention on its target population. A quasi-experimental research design share many 
similarities with the traditional experimental design or randomized controlled trial, but 
lacks the element of random assignment to treatment or control group. Instead, quasi-
experimental designs typically allow the researcher to control the assignment to the 
treatment condition, but using some criterion other than random assignment (DiNardo, 
2008).  

The counter factual approach combines both; ‘with-without approach’ and ‘before-
after approach’. The ‘With-Without’ approach provides information about a 

socioeconomic variable such as poverty. While before-after approach makes a 
comparison of the change in an impact assessment variable like poverty. Thus, the 
poverty level of both the groups before borrowing and after borrowing is also compared. 
There are several other factors, other than, microcredit that affect the income of all 
households over time irrespective whether they borrowed or otherwise. Therefore, a 
careful selection of control and target group can help to reduce other factor differences.  

                                                                                                                                                
poor communities like alleviation of poverty, unemployment, social and financial discrimination etc., if 
they fails to target or taking least interest to serve these objectives MFIs will no more attract the attention 
of donors.  

3 For detail about experimental and non- experimental methods see Shadish WR, Cook 
TD and Campbell DT. (2002) Experimental and quasi-experimental designs for 
generalized causal inference: Wadsworth Cengage learning. “Experimental and quasi-
experimental designs for generalized causal inference” 

http://en.wikipedia.org/wiki/Empirical
http://en.wikipedia.org/wiki/Randomized_controlled_trial
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Strengths and Weaknesses of CFC Approach 
Quasi experimental methods possess both; random and non-random 

characteristics. The clients (experimental group) are selected on the basis of certain 
established criteria while the non-clients (control group) are selected on the similar 
characteristics except credit. This method is capable to investigate the net impact of 
microfinance on certain socioeconomic variables such as income, saving, expenditure, 
poverty etc., (Shirazi and Khan, 2009; Pitt and Khandker, 1998a; Pitt and Khandker, 
1998b). The method will be more beneficial if the poor are categorized in different bands 
(extreme poor—non-poor) to estimate the impact of microfinance for each category. This 
method may particularly help to investigate that what group/category of the poor are 
more suitable for the microcredit facility (Shirazi and Khan, 2009). Unlike the RCTs, 
counter factual combined approach is applicable to evaluate the impact of an existing 
microfinance finance program. There is no intertemporal restriction of the application of 
this method (Orso, 2011; Odell, 2010; Shadish et al., 2002).  

Like RCTs, CFC approach - a quasi-experimental method- also has its own 
shortcomings. First, the most challenging job, while applying CFC, is the selection of 
well compared control group. Although, some researchers (Shirazi and Khan, 2009; 
Khan, 2011) use similarity in “socioeconomic conditions” as a bench mark for selection 

of control group but still this benchmark does not provide sufficient empirical evidences. 
This approach particularly suffers from “selection bias” and “clients’ self-selection 
bias4

”(Coleman, 2006; Roodman and Morduch, 2009). Second, quasi-experiments lack 
the elements of randomness which allows the researchers to choose control and 
experimental groups according to their interest rather to choose them by any neutral and 
statistical technique (Banerjee et al., 2009). Third, CFC reports the average effect of 
MFIs on their clients. If for some clients the microfinance impact is positive while for the 
rest it is negative (with almost same magnitude) thus the overall impact of the 
microfinance program reported by CFC approach will be zero which is in fact not true in 
this case (Morduch, 1998). Fourth, the reliability of results reported by CFC approach 
depends upon the selection of well-compared control group. The lacking of selection of 
appropriate group can either overestimate or underestimates the net impact of 
microfinance program (Morduch, 1998; Banerjee et al., 2009; Roodman and Morduch, 
2009). 

Opportunities and Threats for CFC 

The counter factual combined approach is a semi experimental method which 
allows for deliberate criteria while investigating the impact of a microfinance program. 
Thus this method is capable to take into consideration certain socioeconomic conditions 
such as the status of clients’ poverty level, targeting woman, area selection for 

microfinance operations etc. This method is socially feasible to expand and investigate 
the microfinance operations across the different regions if properly controlled for 
selection bias. Although, CFC is scientifically less rigorous as compared to RCTs but 
scientific robustness is not the only criterion to expand and investigate microfinance 

                                                           
4  Self-selection or clients’ self-selection bias means that clients who offer themselves for credit may have 

better entrepreneurial skills and organizational abilities. This may affect the impact of microfinance and 
will yield upward bias.  
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operations across the different region (Khan, 2011). Keeping into consideration CFC 
characteristics such as generalizability, program objectivity, convenience and 
affordability it has the potential for wide acceptance.  

The counter factual combined approach is also not free from flaws. The challenges 
are how to remove selection bias? How to control exogenous shocks suffering control 
and experimental groups? How to enhance the scientific rigorousness?  

Strength and Weakness of Parametric Methods 

The application of parametric methods for microfinance impact assessment was 
common before the introduction of experimental methods in this field. These methods 
have been commonly used for causal relations between two or more factors. Parametric 
methods are easily applicable, economically affordable, socio-politically viable, capable 
to use for already existing preprograms and can report short and long run impact of 
microfinance programs.  

The major drawbacks of parametric methods are the following; 

i. The validity of parametric methods is based on certain assumptions like 
Normal Independent Identical Distribution (NIID) sequence of residuals 
(Gujarati, 2003; Aigner, 1971). 

ii. These methods report the average effect of explanatory variables on the 
dependent variable (Aigner, 1971; Gujarati, 2003). 

iii. Parametric methods require a specific functional form (linear or nonlinear), 
information about the distribution from which the data have been taken as a 
sample, prior information about the related theory/ies (Aigner, 1971; 
Gujarati, 2003). 

iv. The results suffer from heterogeneity in clients’ characteristics, program 

areas etc. (Banerjee et al., 2009; Bauchet et al., 2011) 

Opportunities and Threats for Parametric Methods 
Parametric methods, being economically cheaper, socio-politically viable and 

application wise generalizable are capable of wide application as impact assessment 
methods if properly taken care of for its assumptions. These opportunities are threats as 
well if assumptions are not properly taken care of. The violation of assumption will yield 
biased and inconsistent results (Gujarati, 2003; Aigner, 1971). 

 

The following Table 1 shows SWOT analysis of RCTs, CFC and selected 
parametric methods. The pros and cons of RCTs, parametric approach and CFC have 
already discussed in section 2. Next, we shall concentrate on technical aspects of 
parametric methods. Finally, we shall link the suitability of RCTs, CFC and selected 
parametric methods. 
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Table 1: SWOT Analysis of RCTs, Quasi-Experimental and Parametric Methods 

Components of 
SWOT Analysis 

RCTs Quasi-experimental approach Parametric methods 

Strengths  Scientific in nature 

 Rigorous  

 Cure for selection 
bias 

 Provide exact 
benchmark for 
comparison 

 Easy to apply 

 Objectively suitable 

 Generalizable 

 Applies to existing programs. 

 Can report long run results 

 Easy to apply 

 Generalizable 

 Applies to existing 
programs 

 Can be used for short and 
long run impact analysis 

Weakness  Can produce only 
short term results 

 Cannot be applied 
to existing programs 

 Difficult to apply 
when there are 
sufficient MFIs in a 
country 

 It reports only 
average impact 

 The result produced 
by this method 
cannot be 
generalized 

 RCTs is objectively 
weak 

 Partially scientific in nature 

 Suffer from selection bias 

 Nonrandom placement of 
programs and clients 

 Incapable to provide an exact 
benchmark for comparison 

 Suffers from human personal 
likes and dislikes 

 Report average impact of the 
program 

 Suffer from heterogeneity 

 Requires a lot assumptions 
like; 

 Specific functional form 

 Normality of distribution of 
error term. 

 IID sequence of the error 
term 

 It reports average impact of 
the dependent variable 

 Its specification is not 
possible without prior 
information 

 Suffer from heterogeneity 

Opportunities Capable for wide 
acceptance because 
of; 

 Scientific nature 

 Rigorous application 

 Avoidance of 
selection bias 

Capable for wide acceptance 
because of; 

 Generalizability 

 Objectivity 

 Convenience  

Capable for wide acceptance 
because of; 

 Generalizability 

 Objectivity 

 Convenience 

Threats  How to make it 
suitable for long run 
analysis? 

 How to apply to for 
already running MF 
programs?  

 How to incorporate 
the objectivity of MF 

 How to remove selection bias? 

 How to control exogenous 
shocks suffering control and 
experimental groups?  

 How to enhance the scientific 
rigorousness? 

 How to remove selection 
bias? 

 How to control 
heterogeneity across the 
clients and across the 
regions? 

 How to develop a well 
compared group for 
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programs while 
applying this 
method? 

comparison purpose 

 

 

 
 
 
Table 2: Compatibility of selected approaches in targeting microfinance impact 
assessment objectives 

Objectives RCTs CFC Parametric 
Methods 

Observations 

Economic impact (Short term) 

Change in income Strong Moderate Moderate RCTs are prepared 
over other methods 

Change in consumption Strong Moderate Moderate 

Change in savings Strong Moderate Moderate 

Economic impact (Long term) 

Change in status of poverty Weak Strong5 Moderate Perhaps CFC can 
report better results if 
properly taken care of 
for selection bias 

Vulnerability of poverty Strong Moderate Strong 

Change in wealth accumulation Weak Strong Moderate 

Change in product diversification Weak Strong Moderate 

Business expansion Weak Strong Moderate 

Social impact 

Change in well-being Moderate Moderate Moderate  

Either approach (quasi 
experimental or 
parametric)  can yield 
better output than 
RCTs 

Change in women empowerment Weak Moderate Moderate  

Change in targeting poor clients Weak Moderate Strong 

Health 

Change in infant mortality rate Weak Moderate Moderate 

CFC is better than any 
other approach 
because  it reports net 
result 

                                                           
5  If carefully taken care of for selection bias 
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Education 

Change in number of school going 
children 

Weak Moderate Moderate 
CFC is better than any 
other approach 
because  it reports net 
result 

Change in number of household 
members who know technical skills 

Weak Moderate Moderate 

Source: Developed by the authors from the previous literature 

 

Different approaches have been evaluated on the basis of their strengths and 
weakness and on their potential to investigate the impact of microfinance programs. 
These approaches are compared to find out the optimal approach in terms of 
compatibility to the objectives of MFIs. The initiation of microfinance programs was to 
alleviate the absolute level of poverty and to improve the social economic lives of the 
poor on a sustainable basis (Yunus, 2003). Some famous impact assessment studies have 
gauged the impact of microfinance on the selected variables so we used  the same 
variables for this study (Odell, 2010; Banerjee et al., 2009; Bauchet et al., 2011; 
Coleman, 2006; Roodman and Morduch, 2009; Rahman, 2010; Khan, 2011; Khan et al., 
2011; Morduch, 1998). The degree assigned to different approaches, against each 
objective of microfinance, is based on their suitability, objectivity, robustness and 
feasibility. For example, RCTs are scientifically rigorous to report short term impact 
assessment results (15-18 months) but fail to report a change in slow growing variables 
such as; alleviation in poverty, socioeconomic uplift. Similarly, CFC has the potential to 
report short and long run changes in socioeconomic variables but lacks internal validity. 
Same is the case with a parametric approach as CFC.  

It is evident from the table 2 that none of the approach in isolation can fulfill the 
objective of Microfinance assessment. Moreover, the comparison of different impact 
assessment approaches reveals a tradeoff between scientific robustness and program 
objectivity. It is also noted that none of the approach provides an aggregate picture of 
overall performance by incorporating socioeconomic, education and health related 
indicators like Human Development Index (HDI). 

IV.  Conclusion   
Keeping the overall scenario, about the MFIs into consideration we can deduce the 

following lessons.  
i. Impact assessment of MFIs is the most important perspective of all stakeholders 

(MFIs, Donors and Government regulatory authorities). This is a tool to 
investigate the performance of MFIs on the socioeconomic conditions of the 
financially marginalized poor. The donors provide donations, grants, and 
subsidized credit to MFIs to serve the social purposes of the poor communities like 
the alleviation of poverty, unemployment, social and financial discrimination etc., 
If they fail to target or taking less interest to serve the objectives of MFIs they will 
no more attract the attention of the donors. Neutral and rigorous impact assessment 
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studies enable all stakeholders to have a clear picture of MFIs while targeting their 
socioeconomic goals

6
. 

ii. Impact assessment, by itself, is not an objective of the stakeholders rather it is a 
way to investigate the performance of MFIs in targeting their clients. The selection 
of RCTs as an impact assessment methodology particularly hurts the ultimate 
objective of MFIs (improvement is in the socioeconomic conditions of the poor 
and marginalized community members). 

iii. Most of the conventional MFIs are not purely commercial in nature rather they 
pursue their twin objectives; commercial and social success. Therefore, RCTs, 
being an impact assessment approach for MFIs cannot serve their objectives.  As 
mentioned in the earlier section that RCTs assign clients to control and 
experimental group by chance not by taking any deliberate socioeconomic criteria 
therefore, this method is scientifically robust but socially and objectively weak. 
Similarly, RCTs being an impact assessment method is incapable to report changes 
in socioeconomic variables. MFIs, which are particularly interested to improve the 
socioeconomic conditions of the poor may not suit this method for selection of 
clients and their impact assessment. 

iv. Quasi experimental method, CFC approach, is a broader approach but particularly 
suffers from selection bias. It has the potential to report change in socioeconomic 
conditions if carefully taken care of for selection bias. A few researchers (Shirazi 
and Khan, 2009; Khaleequzzaman and Shirazib, 2012), from the Islamic world, 
have used this technique for investigation of the impact of microfinance studies. 
This method allows selecting experimental and controlling group on the basis of 
some socioeconomic phenomena. This method is close to serve the objectives of 
MFIs if curved for its deficiencies (Khan, 2010). This technique does not provide 
an insight into the individual cases however; the average information may provide 
an overall picture of individuals. To reduce the influence of intrinsic 
characteristics among clients we may drop 5 or 10 percent lower and upper 
percentile observations of the selected indicators (income, saving, expenditure 
etc.).Similar measures can be adopted to reduce extrinsic heterogeneity like 
difference in the area, business environment, and political conditions etc.  After 
curing for such differences CFC method may yield better results to evaluate the 
impact of microfinance impact on the poor and low income groups. 

v. The CFC approach reports the average effect of socioeconomic variables, creating 
hurdles for the stakeholders to have a real picture of the impact of the 
microfinance program under consideration. This phenomenon can be wisely 
solved by making various clusters of the poor (extreme poor—non-poor). The 
impact of the program should then be estimated for each cluster to understand the 
relevancy of microcredit facility and its impact for each group. This technique will 
help to separate the impact of the program on each group such as extremely poor, 
quasi poor, the poor, vulnerable to poor and non-poor. Thus, a higher 
socioeconomic impact, resulting from the provision of credit to the wealthier 
clients will be separated from the impact on poorer clients.  

vi. Parametric approach being cheaper, viable and generalizable approach is capable 
of wide application as impact assessment methods if properly taken care of for its 

                                                           
6  This deficiency has been pinpointed by the renowned Islamic scholar Obaidullah (2008) but unfortunately, 

after passing more than 4 years today the Islamic Ummah still facing the same issue. 
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assumptions. The violation of assumption will yield biased or inconsistent results 
(Gujarati, 2003; Aigner, 1971).  

vii. None of the method in isolation can fulfill the objectives of conventional 
microfinance program. Every approach has its own pros and cons. A mixed of 
these methods may yield a better impact assessment outcome. Although, CFC 
seems a bit better compared to the rest of approaches but it also suffers from 
internal validity. 

viii. Neither of the mentioned impact assessment approaches provide an aggregate 
picture of the clients’ impact. For example to integrate social, economic, health 

and educational related indicators to develop and aggregate impact scenario. 
 
V.  Limitations and Future Research Directions 

This study focuses on popular impact assessment approaches such as RCTs, CFC 
and selected parametric methods such as regression analysis and logistic regression. The 
study does not consider other quasi experimental methods except counter factual 
combined approach while the pros and cons of parametric methods are drawn on the basis 
of Regression and logistic models. For a comprehensive approach to this issue, a further 
research on the same topic can be done with more impact assessment techniques. This 
study deals with selected impact assessment approaches without any information about 
the performance of MFIs, their social and financial efficiency and outreach. A 
comprehensive study is therefore, needed to incorporate all the mentioned aspects to have 
a better understanding of MFIs and IMFIs. 

 
The findings of the study reveal that none of the approach provides an aggregate 

picture of overall performance by incorporating socioeconomic, education and health 
related indicators like Human Development Index (HDI) therefore, a new impact 
assessment method which is capable to reveal an aggregate picture is essential.   
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Appendix-1:  Summary of Selected Prominent Randomized Control Trials (RCTs) 
Study Paper title Results Observation 

(Banerjee et al., 
2009) 

The miracle of 
microfinance? evidence 
from a randomized 
Evaluation (Hyderabad, 
India)* 
*This is the first 
randomized study 

Positive impact on business 
outcomes and change in 
composition of households’ 
expenditures. 
Did not notice any change in;   
Education, Health, Women 
decision making 

The study reposts only 
short term results and 
incapable to report the 
long run impact 
(Odell, 2010; Banerjee et 
al., 2009; Bauchet et al., 
2011). 

(Dupas & 
Robinson, 2009) 

Savings constraints and 
microenterprise 
development: Evidence 
from a field experiment in 
Kenya 

Access to saving accounts 
increase in productive 
investment. 
Increase in income of 
females. 

Increasing in income in 
short term does not 
necessarily means 
alleviation in poverty and 
improvement in the 
socioeconomic 
conditions on constant 
basis (Odell, 2010; 
Banerjee et al., 2009). 

(Karlan & 
Zinman, 2010) 

Expanding credit access: 
Using randomized supply 
decisions to estimate the 
impacts. Manila, Philippine 

Experimental group benefited 
from the expanded access to 
credit. 
The study noticed some 
positive changes in short 
terms variables like income, 
consumption etc. 

The selected clients are 
relatively wealthy. 
The results cannot be 
generalized as per usual 
deficiency of RCTs 
(Odell, 2010; Bauchet et 
al., 2011). 

 (Odell, 2010) 
Measuring the impact of 
microfinance. 

Microfinance impact 
assessment results are 
sensitive towards a change in 
selection methods. 
The same data may produce 
various results therefore the 

The researcher favors 
the RCTs over the rest of 
methodologies for impact 
assessment of MFIs. 
There is no doubt that 
RCTs may yield more 
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results must mention Impact 
assessment method, 
Targeted clients, and Area of 
operations 

appropriate outcomes 
but the prerequisites of 
this methodology are 
complex, expensive. 
Moreover, RCTs are not 
universally applicable 
(Bauchet et al., 2011). 

 

 

 

 

 

 

 

Appendix-2: Summary of selected prominent quasi experimental studies 
Study Paper title Results Observation 

(Pitt & Khandker, 
1998a) 

 
Credit programs for the 
poor and seasonality in 
rural Bangladesh 

Positive impact on clients’ 
earning 
The study supports the 
disbursement of credit to 
women than men. 

The study reinvestigated 
by Morduch (Morduch, 
1998). He negate the 
poverty alleviation claim 
however, he accepts that 
microcredit has reduced 
the vulnerability of 
poverty 
 

(Pitt & Khandker, 
1998b) 

The impact of group-
based credit programs on 
poor households in 
Bangladesh: does the 
gender of participants 
matter? 

Microcredit has a positive 
impact 
Microcredit is more 
beneficial for women clients 
than men clients 

The result reports 
average impact for men 
and women which does 
not mean that microcredit 
is equally beneficial to all 
classes of the poor. 
Furthermore, the 
indicators selected as 
poverty reduction are not 
appropriate (Morduch, 
1998). 

(Shirazi & Khan, 
2009) 

Role of Pakistan Poverty 
Alleviation Fund’s Micro 
Credit in Poverty 
Alleviation 

Overall positive impact of 
microcredit is noticed. 
Microcredit can help in 
poverty alleviation 

The result seems 
ambiguous and 
overestimation of impact 
of microcredit on poverty 
because the short term 
data (1-2 years) cannot 
provide insight into 
poverty  (Banerjee et al., 
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2009; Morduch, 1998).   

(De Silva, 2012) 

Evaluating the Impact of 
Microfinance on Savings 
and Income in Sri Lanka: 
Quasi-experimental 
Approach Using 
Propensity Score 
Matching 

This study supports positive 
economic impact of MFIs on 
their clients particularly on 
the low earning groups. 

The authenticity of the 
results may be approved 
only when the 
comparison group is 
controlled for exogenous 
influences which  
unfortunately cannot be 
done in case quasi 
experiments (Coleman, 
2006; Roodman & 
Morduch, 2009).  

 

 


